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B ARGENTINA

Far from a rights-centred approach

Centro de Estudios Legales y Sociales (CELS)
Pilar Arcididcono
Laura Royo'

Since 2002 — within the context of the worst socio-
economic crisis of the last few decades — a series of
social programmes have been implemented which
are still in force today. An attempt will be made here
to review these programmes from a rights-based
perspective, analyzing the strategies they use to
overcome poverty and their main characteristics in
the light of human rights.

During the 1990s, the policies dictated by in-
ternational financial institutions were vigorously
implemented in the country, to such an extent that
after a few years they transformed the way the econ-
omy operated and the conception of social policy
itself which was divorced from the guiding principles
of human rights.

Towards the end of 2001 and early 2002, a
severe institutional, political, social and economic
crisis broke out which led, among other things, to
the fall of the government, the abandonment of the
currency convertibility system and a sudden rise in
the levels of poverty and extreme poverty, which
in October 2002 affected 54.3% and 24.7% of the
population, respectively.

Within this context, policies of income transfer
were put into effect in the country. The Unemployed
Heads of Household Plan (PJJHD) became the first
income transfer programme to be widely applied.
Subsequently, between 2003 and 2004, the national
government created new social programmes, among
them the Senior Citizens Programme (PAMM) and
the Social Inclusion for Families Programme (PF).

The Unemployed Heads of Household
Programme

The PJJHD emerged in April 2002 within the
framework of the extremely severe economic and
institutional crisis. It consists of a subsidy of ARS

1 The authors are, respectively, director and member of the
CELS Economic, Social and Cultural Rights Programme. This
report was written on the basis of the following study: Las
politicas para la di ion de la pobreza impl d
en la Argentina 2002-2005. Un andlisis de su disefio,
implementacion y exigibilidad desde la perspectiva de
derechos humanos, by Luis E. Campos, Eleonor Faur and
Laura C. Pautassi, which received a UNESCO prize as part
of the Small Grants Programme on Poverty Eradication:
Building national capacities for research and policy analysis.
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After the crisis of the 1990s model and the sudden advent of the political, social and economic crisis
of late 2001 and early 2002, the phenomenon of social exclusion became radically more pronounced.
. All the policies implemented since that time, aimed at reducing poverty indicators, have displayed
contradictory elements which cast doubt on their validity and viability. The rights of millions of
inhabitants to a decent life have become hostage to the inefficiency of these public policies.
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150 (USD 47) to unemployed heads of households
with dependent children under the age of 18. In
exchange, the head of household receiving the
subsidy is required to participate in training or in
community or productive activities. According to
data from the Ministry of Labour, Employment and
Social Security, in June 2003 the number of re-
cipients of the programme amounted to 1,992,497
people. Later, as will be seen below, there was a
drop in this number, due to the option which be-
came available of transferring to the Family Pro-
gramme. It should be noted that registration in
the programme closed on 17 May 2002; therefore,
itis no longer possible to include new recipients,
except by court order.

With regard to the commitment demanded of
the head of household, this is not in accordance
with the idea of a ‘right’ established by the gov-
ernment, inasmuch as the consideration of a right
should not include a priori a demand for ‘some-
thing in return’.

As regards the amount of the subsidy — ARS
150 (USD 47) — it is evidently insufficient to satisfy
the basic food needs of a family and much less does
it allow access to the essential services which guar-
antee an adequate standard of living. The exclusion
of members of society from access to goods and
social services is not resolved merely by the distribu-
tion of economic aid in the form of cash or vouchers;
itrequires a series of coordinated actions to deal with
such a complex problem as a whole.

Likewise, in establishing the same undifferenti-
ated amount for every unemployed head of house-
hold, the PJJHD made no allowances for variations in
the composition of the family group. Thus, the larger
the number of persons in a household, the smaller
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the effect of the subsidy in terms of achieving the
established objectives, which violates the right to
equal treatment under the law.

Furthermore, the programme does not include
any procedures for administrative or legal claims
in cases where applications are rejected. The ex-
ecutive branch rules only establish the municipality’s
obligation to inform applicants of the approval or
rejection of their request, but do not provide informa-
tion regarding existing means to appeal a decision.
This evidently suggests that the state’s intention is to
discourage the presentation of claims and keep the
plan’s allocations under discretionary management.
Despite the lack of established claim procedures,
during the last few years numerous appeals have
been filed in which people who fulfil the conditions
required by the regulations demanded to be included
in the PJUHD and have challenged the closing of
registration (a restriction which was not anticipated
by legislation). It is important to emphasize that all
the cases brought to court have resulted ina decision
favourable to the claimant. However, the government
has neither reviewed its policy nor reopened regis-
tration in the programme.

It therefore can be seen that, in practice, the
programme is not universal and consequently caus-
es arbitrary inequalities among different people who
suffer from the same extreme social marginalization.
The programme has been limited to one sector of
the population — unemployed heads of household
with children, who were able to register prior to 17
May 2002 — and it was only broadened to include
persons over 70 years of age who live in a certain
part of the country almost a full year after it was put
into operation. The rest of the population in equally
needy situations has been excluded.
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Senior Citizens Programme

The PAMM, created in 2003, is intended for persons
over 70 years of age, in a state of social vulnerabil-
ity, who lack the protection of contributory or non-
contributory social security. Applicants must show
that they possess no assets, income or resources
which allow them to subsist, that neither they nor
their spouses are sheltered by any social security
scheme, retirement fund or non-contributory sys-
tem whatsoever, and that they have no relatives who
are legally obliged to provide them with food, or that
if they do, they are unable to do so.

At present, the pensions provided through the
programme amount to ARS 211 (USD 67) a month,
and are complemented by health coverage through
the Federal Health Programme (PROFE). When the
PAMM was launched the minister of Social Develop-
ment stated that this programme would cover a total
0f 350,000 persons over 70 years of age. However, in
late 2004, the old-age pensions system only covered
63,319 persons.

As regards the principle of universality, it is
worth mentioning that until the PAMM was put into
effect, the allocation of pensions was subject to
budgetary restrictions and a new benefit was only
granted after an existing beneficiary was removed
from the register. As a consequence of the creation
of the PAMM, the physical target for the budget-
ary fulfilment of non-contributory old-age pensions
was raised, from 38,253 benefits granted in the fis-
cal year 2003 to 237,253 in the following period.
However, a pronounced under-fulfilment of these
physical targets was recorded in 2004, when a total
of only 62,820 beneficiaries were covered, and in the
budget for 2005 allocations were limited to 111,098
pensions, that is, 53% less than anticipated in the
previous year's budget.

Another questionable element from the point of
view of rights is the procedure used to incorporate
persons to the PAMM. Potential recipients must ap-
ply in person at the Personalized Attention Centre
corresponding to the applicant’s place of residence,
but as geographic distribution of these centres is
uneven, in many cases the applicant must travel a
long way to initiate the procedure, thus incurring the
transport expenses that this implies.

Social Inclusion for Families Programme

The PF is a social programme implemented by the
Ministry of Social Development since October 2004
with the aim of “promoting the protection and social
integration of families in a situation of social vulner-
ability and/or risk, in the areas of health, education
and the development of capabilities, making it pos-
sible for them to exercise their basic rights.” The only
persons who can benefit from this programme are
those who, fulfilling all of the requirements, choose
to transfer from the PJJHD to the PF, and only in
those areas in which the programme is in operation.
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Basically, the programme has two components:

e A non-remunerative income which consists
of a subsidy to families in a potential situation
of poverty, with children under the age of 19,
and which, in return, stipulates that the health
of pregnant women and children should be at-
tended to and that children should remain within
the educational system.

e Family and community support in terms of edu-
cation, health, employment training and com-
munity development.

The official recipient of the subsidy must be the
mother and her educational level must be lower than
a complete secondary school education. Therefore,
if the PJJHD recipient was a man, the right to the
subsidy must be transferred to a woman, except in
cases in which men are single parents. As regards
the non-remunerative income, the amount of the
subsidy is related to the composition of the family
group. Mothers with one dependent minor receive
ARS 155 (USD 50); with two dependent minors, ARS
185 (USD 58); three, ARS 215 (USD 68); four, ARS
245 (USD 78); five, ARS 275 (USD 87) and six, ARS
305 (USD 97).

In October 2004, the national government es-
tablished a procedure for the Ministries of Labour,
Employmentand Social Security and of Social Devel-
opmentto classify recipients of the PJUDH according
to their ‘employability’. It was proposed that persons
considered ‘unemployable’ should be transferred to
the PF. From the point of view of equality and non-
discrimination, labelling people as ‘employable’ or
‘unemployable’ is a cause for concern, since it is
discriminatory. As can be concluded from the de-
scription of the socio-demographic characteristics
of the recipients, this group would include not only
persons over the age of 60, but also women with
family responsibilities whose inactivity may be as-
sociated to difficulties in resolving the tension be-
tween remunerated labour and non-remunerated
family care, in a context in which there are no specific
policies to solve the problem of child care, except to
become ‘unemployable’. For them, the government
suggests the PF.

Moreover, in conditioning income transfers on
other demands — related to children’s education or
health — the programme is based on the premise,
though not explicitly, that it is necessary to gener-
ate a commitment in poor people with regard to
overcoming their poverty, as well as supposing that
the poor do not necessarily know what is best for
themselves and for their families. Thus, many pro-
grammes initially incorporate women as resources
rather than as beneficiaries, supposing, by means of
this procedure, that a commitment towards ‘social
participation’ will be generated in them. It should
be underlined that in terms of the minimum content
of the right to an adequate standard of living, the
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amount established is insufficient to satisfy the basic
food needs of the recipient family group. Likewise, to
consider that the transfer is incompatible with receiv-
ing any other income in the family group, beyond the
amount of a minimum, vital and changeable salary,
is questionable, inasmuch as this amount is inferior
to the amount of the Total Basic Needs Basket (ap-
proximately USD 147 for a family of five, two adults
and three children).

The design and implementation of the PF can
also be analyzed in the light of the principle of uni-
versality. As regards the geographical extension of
the programme, it should be noted that up to May
2005, its application was limited to 17 provinces in
the country (out of 23), and did not cover the total
population of the provinces, but was limited to 74
municipalities. There were no reasons to justify the
exclusion of persons who, although they fulfilled the
requirements established by the regulations, could
not be included in the programme, merely because
they lived in one of the provinces or municipalities
which had not been selected.

Finally, like the PJJHD, the PF does not provide
procedures for administrative or legal claims for the
recipients; they can only make ‘enquiries and com-
plaints’ in different ways. In addition, in order to ef-
fect the transfer from the PJJHD to the PF, people are
obliged to sign aletter of commitment which, among
other things, states that if the commitments under-
taken are not fulfilled, the recipient may be struck off
the PF, which could also happen once the PF’s period
ofimplementation and developmentis atan end, and
that furthermore, if for any reason the beneficiary
stops receiving the benefit, no claim is allowed. The
fact that this ‘letter of commitment” must be signed
makes it clear that the person receiving the subsidy
cannot be considered as a bearer of rights.

Final thoughts

Despite the significant size and scope of the social
programmes put into effect, the reduction of poverty
between 2002 and 2006 can hardly be attributed to
these programmes, whose only contribution may
be described more as ‘relief’ than as a strategy to
‘overcome’ poverty.

The programmes analyzed do not adequately
respect the standards of human rights in general.
Specifically, they display certain weaknesses in
terms of ‘minimum content’ of acceptable standards
of social rights and in particular with regard to the
right to equality, non-discrimination, universality
and access to justice. Therefore, their design and
implementation are conceived from a perspective of
benefits and not rights.

(Continued on page 240)
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B AZERBAIJAN

Oil wealth could meet social needs

Public Finance Monitoring Centre (PFMC)
Kenan Aslanli

Formerly a Soviet republic with a comprehensive
state-financed social security system, Azerbaijan
regained its independence 16 years ago and moved
to a market economy, yet has been unable to estab-
lish an adequate new system of social protection.
People who once had access to all essential goods
and services (albeit mainly of low quality) must now
confront the severe rules imposed by the market.
The weakened role played by the state and the ab-
sence of a developed administrative infrastructure
meant that in the post-Soviet era, the majority of
the country’s people were largely left to solve their
socioeconomic problems on their own. It is only
during the last few years that the state has taken
significant steps towards ensuring the population’s
social security needs, but until now these have failed
to provide a full solution.

Soon after regaining its independence, in the
early 1990s, Azerbaijan was the target of Armenian
military aggression which led to the capture of 20%
of the country’s territory. As a result, roughly one
million Azeri citizens became refugees and internally
displaced persons, forced to settle in new areas and
cities. Today Azerbaijan has one of the world’s high-
est per capita proportions of refugees and internally
displaced persons, and it is expected that in 2007,
social security expenditures targeted specifically to
this sector of the population will amount to AZN 150
million (USD 164.3 million), more than 2% of total
state budget expenditures.

Another challenge that has faced Azerbaijan in
recent years as a result of a range of different factors
- demographic composition, population/territory
imbalance due to the military aggression, etc. —is
the surplus labour force and consequent high un-
employment rate. At present, one out of every three
economically active Azeri citizens is working in the
Russian Federation or other Commonwealth of Inde-
pendent States countries, where they are welcomed
as ‘cheap labour’. Expatriate workers send home an
estimated USD 1 hillion ayear, and these remittances
are believed to comprise up to one quarter of the
income of the average Azeri family.

Paradoxically, Azerbaijan has also begun to at-
tract immigration as a result of the recent oil boom.
The sudden influx of huge oil revenues has sparked
fears of ‘Dutch disease’, particularly with regard to
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spending remains highly insufficient.

Basic Capabilities Index (BCI)

@ 100
=t Children reaching
5th grade
0] n/d
100 100
84 91
Births attended Surviving under-5

Sixteen years after regaining its independence and moving to a market economy, Azerbaijan has
yet to establish an adequate new system of social security. Large numbers of refugees and internally
displaced persons create an even greater demand for social protection, while an ageing population is
putting pressure on the pension system. The recent massive influx of oil revenues means the country
can afford to meet social needs more effectively, but the share of state expenditure allocated to social
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such effects of this ‘disease’ as rampant inflation.
The establishment of a State Oil Fund to redistribute
oil wealth through the national economy is aimed at
counteracting such negative impacts. Nevertheless,
the sting of rising inflation rates is already being felt
by the most vulnerable members of society: those
with low incomes and without social security.

Social protection expenditure: rising
amounts, declining share

Between 2003 and 2007, budget expenditures on
social security and social assistance programmes
increased almost threefold, reaching AZN 612.8
million (USD 671.2 million) in 2007. From 2003 to
2006, the average annual increase in social security
expenditure was 15% and represented the lowest
rate of increase among all budget items. However,
in 2007, social security expenditure increased by
a whopping 79.5% over the previous year. Despite
this impressive growth in the amount of money al-
located, however, the share of budgetary expenditure
represented by social spending tells a somewhat
different story.

As can be seen in Table 1, the share of total
budget expenditure allocated to social security and
social assistance actually decreased from 16.8%
in 2003 to 9.0% in 2006. Although this figure rose
onceagainin2007,t09.7%, this s still a significantly
lower share of budget expenditure than in 2003.

Social security and social assistance expenditure
asaproportion of GDP also declined annually between
2003 and 2006, until rising in 2007 to come close to
the 2003 figure, as illustrated in Table 1 and Figure 1.

* One of the BCI components was imputed based on data from
countries of a similar level.
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During the last four years, 32% of the increase
in social security expenditure, or AZN 127 million
(USD 139.1 million), corresponded to an increase in
pension expenditure, while 17.5% or AZN 70 million
(USD 76.7 million) represented increased alloca-
tions to social security measures for refugees and
internally displaced persons. The remainder was
related to increased spending on various social as-
sistance programmes and benefits targeting people
with low incomes.

In 2003 the combined state expenditure on the
four sectors considered to comprise ‘social spend-
ing’ in Azerbaijan —namely education, social security
and social assistance, health care, and culture and
the arts —totalled 43% of all budgetary expenditures.
In the 2007 budget, however, the share of spending
accounted for by these four sectors has fallen to
27.7%. In the meantime, the budget share allocated
to investment expenditure has risen from 7.9% to
31%. In other words, more funds are being allocated
toinvestments in 2007 than to the four major sectors
that constitute social spending.

Pension reforms aimed
at financial sustainability

Pensions are financed from the budget of the State
Social Protection Fund (SSPF). The revenues entering
the SSPF budget in 2006 totalled AZN 590 million (USD
646.2 million) while expenditures totalled AZN 562 mil-
lion (USD 615.5 million). The SSPF revenue sources
are compulsory social insurance contributions paid by
employees and employers and state budget transfers.
These transfers decreased 10.2% in 2006 in compari-
son with 2005, but were subsequently increased 67%
inthe 2007 state budget. The SSPF main expenditures
are so-called labour pensions for retired workers.
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Pensions are currently regulated by the Law
on Labour Pensions that was adopted on 7 Febru-
ary 2006. Workers are required to pay a mandatory
social insurance contribution, which entitles them to
old age pensions, disability pensions, or survivors
pensions, paid to their families in the event of their
death. For those who have never worked, the state
provides ‘social’ old age, survivors and disability
pensions.

Like many countries in the world, Azerbaijan
is faced with an ageing population and thus an
increasing proportion of pensioners. To confront
this challenge, the Pension Reform Conception
was approved on 17 July 2001 by presidential
decree. The stated goal of pension reform is to
develop a new pension system that is fair, finan-
cially sustainable and transparent, and in which
the social services provided correspond to the
level of participation of individuals in the social
insurance system. The means of fulfilling this ob-
jective was the introduction of individual social
insurance accounts.

The ultimate goal is to establish a multi-pillar
pension system with three components. The first
pillar is a pay-as-you-go (PAYG) system, based on
intergenerational solidarity. In other words, the pen-
sion benefits paid out to retired workers are financed
from the contributions of those who are currently
working and their employers. The second pillar
would be a defined contribution scheme, based on
individual accounts, as opposed to the defined ben-
efit scheme traditionally implemented in Azerbaijan,
while the third pillar would involve voluntary private
pension funds. Because the implementation of a
multi-pillar system is a totally new undertaking for
the country, it has sought the support of the United
Nations Development Programme and other interna-
tional organizations.

Social insurance contributions
finance wide range of services

The social insurance contributions paid by employ-
ees and employers also help finance sickness and
maternity benefits, temporary disability benefits,
funeral grants, unemployment benefits and child
care benefits, while government funding subsidizes
these and other social protection measures.

The Ministry of Labour and Social Protection
provides general oversight of social security serv-
ices. Local branches of the Ministry are responsible
for administering social benefits, while the SSPF
collects and manages contributions and finances
benefits.

The responsibilities of the SSPF include financ-
ing the following social security and social assist-
ance benefits and programmes, among others:

e Social assistance for temporary work disability
*  Social assistance during pregnancy and childbirth

e Social assistance for childcare for preschool
children

e Full or partial payment of hospital expenses for
insured individuals

e Implementation of employment activities
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TABLE 1. Main indicators of social security and social assistance expenditure

2003 2004 2005 2006 2007
Amount of social security and social assistance 2134 236.6 302.9 3415 6128
expenditure (AZN million) . : : . .
Increase in amount of expenditure compared to 121 108 283 119 795
previous year (%) . . : ’ :
Share of total budget expenditures (%) 16.8 16.1 14.2 9.0 9.7
Share of GDP (%) 3.0 2.8 24 19 2.8

FIGURE 1. Evolution of social security and social assistance expenditure
as a percentage of state budget expenditure and GDP
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Social assistance for people with low incomes.

While there is no unemployment insurance
system per se in Azerbaijan, monthly compensation
benefits are available to some unemployed people.
The number of unemployed people in the country on
1 October 2006, according to official statistics, was
54,700, which leads to an official unemployment rate
of 1.4%. Of the total number of unemployed, 51.3%
were women. Of the total number of people officially
registered as unemployed, 5.2% (2,864) were re-
ceiving social assistance under the provision of the
2001 Law on Employment of the Population. The
average monthly amount of social assistance paid
for unemployment was AZN 53.5 (USD 58.6), which
is equivalent to 36.3% of the average monthly salary
of the working population in September 2006.

Targeted assistance for vulnerable sectors

Forthe lasttwo years the government has beenimple-
menting a system of targeted state social assistance
to strengthen the social security of families with low
incomes. This targeted assistance is financed from
the state budget. Itis provided to families whose total
combined income is lower than the minimum liv-
ing wage determined for the number of persons in
the household, for reasons beyond their control, for
instance, because of disabled family members, the
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death of a family member, a family member consid-
ered lost or dead by the courts, imprisoned family
members, or the absence of information on the loca-
tion of a family member.

According to data from the first quarter of 2007,
there were 45,527 families or 207,148 people receiv-
ing targeted social assistance, and 4,740 of them
were families of refugees and internally displaced
persons. At present, the average targeted assistance
benefit paymentis AZN 58.4 (USD 64) per family and
AZN 12.80 (USD 14) per family member.

Despite the efforts made in recent years to bol-
ster the social security system, including initiatives
like the pension system reform, the need for institu-
tional and financial reforms has not weakened. The
country’s vastly increasing financial opportunities
as a result of the influx of oil revenues means it can
afford to meet social needs ina more comprehensive
manner. However, the state budget continues to lack
an adequately social orientation. m
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B BANGLADESH

Despite successes, vulnerability persists

Unnayan Shamunnay
Taifur Rahman

Despite all the progress that Bangladesh has made in
the recent past, it still represents one of the world’s
most vulnerable economies, characterized by an ex-
tremely high population density, alow resource base,
and high incidences of natural disasters (especially
in rural areas), malnutrition, disability, poverty and
inequality.

The recent progress achieved by the country,
particularly since 1990, includes commendable
successes in all sectors of the economy and social
development, above all in the quantitative expan-
sion of primary and secondary education, primary
health care and economic indicators. These changes
have led to marked improvements in many socio-
economic indicators addressed by the Millennium
Development Goals (MDGs): GDP per capita has
increased steadily, the total fertility rate has fallen, life
expectancy has increased while infant and maternal
mortality rates have declined, and school enrolment
rates have increased, as have access to clean water,
sanitation and electricity. These changes have been
taking place in both rural and urban areas (Rahman
and Ahmed, 2005).

Considerable advances have also beenachieved
in mainstreaming women in the country’s develop-
ment process. Women have played and continue
to play an important role in the successes of mi-
cro-credit, the ready-made garments sector, reduc-
ing the total fertility rate, improving child nutrition,
greater participation in education and reducing gen-
der disparity in all spheres of life. Girls and women
in Bangladesh have already achieved parity in the
primary education gross enrolment rate and in life
expectancy at birth.

However, despite all these successes, some of
the indicators mentioned above still remain very high
in comparison to many other developing countries.
Poverty remains high and income inequality has
been increasing, while the quality of health services
and education are being eroded. The most disad-
vantaged are disproportionately affected by these
factors and are often unable to access the fruits of
development. Strong social protection programmes
are therefore needed both to increase their participa-
tion in the development process and to reduce the
severity of their poverty and exclusion (Rahman and
Ahmed, 2005).
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extreme poverty rate is 25.1%.

Although Bangladesh has made significant achievements in areas like education and health, it still
faces formidable challenges in economic and human development. Advances in education coverage
have not been matched by improvements in educational quality, and while significant gains have
been made in health indicators, health care for all remains a priority goal. Government social safety
net programmes reach about 13% of all households in the country, but the poverty rate is 40% and the
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Recent trends in human development
Although a number of economic and social indica-
tors have been showing quite positive trends, other
indicators related to social security have not been at
all encouraging. Positive demographic trends have
been observed in terms of a reduced average house-
hold size as well as declining fertility rates, which in
turn have resulted in changes in the age structure of
the population and a decreased dependency ratio.
However, the rapidly increasing trend of rural-urban
migration due to ‘pull’ and ‘push’ factors has posed
major challenges to policy makers in terms of provid-
ing enough basic infrastructure, primary health care
and education facilities in the cities, given the severe
financial and space constraints. The unemployment
rate has been increasing, though slowly. The eco-
nomic dependency ratio — the ratio of the economi-
cally inactive population to the working population
—also remains high at 1.38, representing an obstacle
to attaining sustainable household income growth.
The economically active female population is still
very low and women constitute only 20% of the ac-
tive population.

Successes in expanding preschool, primary
and secondary education have been notable in Bang-
ladesh. The huge increase in gross enrolment rates
and the attainment of gender parity in primary enrol-
ment have been the major achievements. However,
these achievements need to be viewed in the con-
text of high cohort dropout rates, low completion
rates and the deteriorating quality of education at
all levels.

Bangladesh has made impressive gains in
achieving high immunization coverage and reduced
child and infant mortality and malnutrition rates. But
despite these successes, most current rates are still
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quite high and need to be addressed more vigor-
ously, particularly if the MDGs are to be achieved.
Both fertility and mortality rates remain at high levels,
raising concerns for poverty reduction. Significant
gender and rural-urban discrimination continues to
persist. Socioeconomic inequality in malnutrition
as indicated by anthropometric measures (such as
height and weight) appears to be very high. Maternal
malnutrition, measured by body-mass index less
than the critical value of 18.5, turns out to be very
high in the country. Moreover, the higher prevalence
of malnourished mothers in poor households has
adverse implications for poverty reduction.

Access to clean water and hygienic sanitation
has been increasing. Access to electricity has also
improved gradually. However, the average floor
space per person is very low for both the rural and
urban population.

While significant positive trends in income
growth have been observed, inequality has been ris-
ing very sharply, especially since 1990. Regional and
rural-urban disparities in poverty rates have been
notably high. Nevertheless, overall trends in human
poverty have shown considerable improvement.

Social protection

Recognizing the challenges ahead, the government
has emphasized social protection as one of the pillars
of poverty reduction (GoB 2004).

Health services for all a top priority

The availability of health facilities has been increas-
ing in the country over recent years. In 2001, there
were 1,382 hospitals distributed across the country
compared to 1,273 hospitals in 1998. Unfortunately,
more recent data is not available, but it can safely be
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said that the number of health facilities has continued
togrow. Currently,almost every upazila (sub-district)
has a hospital and every union' has a health centre.
Although these health centres provide general health
services, the focus is more on maternal and child
health. The distribution of immunization services,
Vitamin A, oral rehydration salts, and other essen-
tial supplies and services has expanded at a very
rapid pace to cover aimost the entire population. Be-
cause of the expansion of services, it is claimed that
Bangladesh has made exceptional progress in family
planning and health care services. In 2002, it was es-
timated that there were 28 physicians, 57 mid-level
personnel and 76 hospital beds per 10,000 persons.
That same year, 53.9% of total health expenditures
were financed from the state budget, 41.8% from
health insurance, and 4.3% from the payment for
services (Rahman and Ahmed, 2005).

Providing quality health services to all is one of
the areas of emphasis for the government, which is
why budgetary allocations for health have been in-
creasing every year. Inthe 2007-2008 budget, health
has received the sixth highest sectoral allocation,
BDT 54.7 billion (USD 809.2 million), which is 6.3%
of total expenditure. However, while this represents
a10.4% increase in the absolute amount allocated to
health in comparison to last year’s budget, it reflects
a decline in the percentage share of the budget al-
located to health (Rahman et al, 2007).

Education: advances in quantity
not matched by quality

Although Bangladesh has made significant advances
in increasing the gross enrolment rate in primary
education (105.1% in 2005) and in achieving gender
parity in this regard (with a boys/girls ratio of 0.99 in
2005), the high and increasing rate of dropout (48%)
and its negative impact on completion rates, along
with the still existing gender gaps in secondary and
tertiary education, remain sources of great concern.
The difference in these rates across socioeconomic
groups is another cause of concern, as it hinders the
achievement of education for all. While the overall
net enrolment ratio is 80.5% (2005), the rates for
the poor and the non-poor are 73.4% and 87.5%
respectively (BBS, 2006).

The government provides free primary educa-
tion for all children and heavily subsidizes secondary
and tertiary education for most. More than three
fourths of primary schoolchildren attend govern-
ment schools and more than 12% attend govern-
ment-subsidized schools. The proportion of govern-
ment schools is significantly higher in rural than in
urban areas (BBS, 2006). However, the quality of
these government and subsidized schools raises a
huge question mark.

The sectoral allocation for education in the
budget has been increasing. The total allocation for
education in the 2007-2008 budget accounts for
almost 14% of total expenditure. This reflects a 13%
increase in education spending. However, since there

1 The unionis the lowest tier of local government in
Bangladesh. Each upazila (sub-district) is divided into a
number of unions, and each union contains a number of
villages.
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FIGURE 1. Trends in budgetary allocations for social protection
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is no allocation dedicated specifically to improving
the quality of education, this increase will probably
not bring about any meaningful positive change in
primary education (Rahman et al, 2007).

Social safety nets target the poor
but do not reach them all

The government and development partners are
currently implementing some 27 social protection
programmes, of which six are food-based. There are
aseveral morein the pipeline, as well as others being
implemented by bilateral and multilateral agencies in
partnership with national NGOs.

The major food-based programmes, which
benefit around 1.5 million poor people annually, are
Food-for-Work, Vulnerable Group Development,
Vulnerable Group Feeding and Gratuitous Relief.

The major cash-based programmes are Prima-
ry Education Stipend, Female Secondary Education
Stipend, Rural Maintenance Programme, Cash for
Work, Rural Employment Opportunities for Public
Assets, Local Government Strengthening Project
— Social Protection Component and Urban Primary
Health Care.

All of the social safety net programmes com-
bined coverabout 13% of all households in the coun-
try. The coverage is higher in rural areas (15.6%)
than in urban areas (5.5%). Although the social
safety nets are targeted for the protection of the
poor in general and the extreme poor in particular,
the coverage of these programmes is somewhat
insignificant compared to the incidence of poverty
and extreme poverty in the country. The head count
rate of poverty is 40.0% and of extreme poverty
25.1% (BBS, 2006). Rather high rates of leakages
in the safety net programmes are reported in several
studies (e.g. World Bank, 2006). Significant regional
variations are also observed in coverage (BBS, 2006)
which seems to reflect the relative political strengths
of the regions.

Although current efforts fall far short of actual
needs, the government has been trying to increase
the extent of social safety net programmes in the
country. The 2007-2008'’s budget has provided for
a significant increase in the volume of expenditure
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on social safety net programmes. The total budget
for the programmes has increased by one third of
last year’s amount. Figure 1 shows the significant
rise in the budgetary allocation for social safety net
programmes this year in terms of both amount and
proportion (Rahman et al, 2007).

While the above facts and figures correspond
to the social protection initiatives run by the gov-
ernment, there are substantial programmes run by
NGOs as well (including micro-credit programmes).
In order to calculate a best estimate of the poverty
targeting of social protection in Bangladesh, Rah-
man and Ahmed (2005) consider the overlap of
programmes and come up with an overall poverty
targeting rate of 34%, i.e., one in every three poor
people. This implies that 22.3 million poor people
in Bangladesh currently receive some form of social
protection assistance from the government and/or
NGOs — but twice as many do not. m
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B BELGIUM

The challenge of solidarity in the face of globalization

Plateforme belge pour le travail décent
Francois Schreuer and Francisco Padilla

Over the last decade Belgium has seen a progres-
sive erosion of the right to social security for the
mostvulnerable. The number of womenand menina
precarious situation (poverty; part-time, under-paid
and forced employment; unemployment; deprived
of rights to social security income) has been steadily
increasing. Respect for the social rights of aliens, for
example those who lack documented legal status,
is deteriorating due to a progressive reduction in
the legal protection provided by regulations and an
intensification of repressive measures. This erosion
is accompanied by structural deficiencies for the
allocation of resources to international cooperation
and a lack of commitment to public initiatives in soli-
darity with the most impoverished inhabitants of the
planet. Itis a basic obligation of solidarity to address
the imperative need for an inclusive management of
the drive towards competitiveness that characterizes
the globalized economy.

Increasing poverty, underemployment
and precarious work

Fifteen percent of the population lives below the pov-
erty line, which is defined for European countries as
EUR 822 (USD 1,123) per month for a single person
and EUR 1,726 for afamily of two adults and two chil-
dren. Without the support of social security this rate
would rise to 41.8%. Poverty rates vary by gender
(16.2% of women are affected and 14.2% of men),
by age (22.6% of over 65s) and by region (11.3% in
Flanders, 17.7% in Wallonia and 27% in Brussels)
(DGSIE, 2007).

In 2005, 124,828 people out of a total population
ofjustover 10 millionwere receivingasocial assistance
income. This assistance amounted to EUR 429.66 for
cohabitants, EUR 644.48 for single persons and EUR
859.31 for single parent families with responsibility
for children. These payments have increased by 10%
since 1999. In 2002 this ‘social integration income’
(revenue d’integration sociale, RIS), paid through
Public Social Assistance Centres (CPAS), replaced the
so-called ‘Minimex’ that was initiated in 1974. RIS can
be accompanied by an ‘individualized social integra-
tion project’ (projet individualisé d’intégration sociale,
PIIS) which involves active social insertion measures
implemented by CPAS and aimed at the integration of
people living in situations of exclusion by means of
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employment. Failure to comply with the integration
contract can result in the suspension of benefits and
of the right to a minimum income.

In addition, serious problems have been found
to exist with access to housing. Belgium has one of
the lowest proportions of social housing in Europe.

Although there has been a significant increase
inthe employment rate (20% in 20 years), during the
last decade precarious employment conditions have
multiplied to the detriment of permanent employ-
ment contracts.

In 1995, 15.4% of employment was part-time
while by late 2006 this figure had risen to 23.8%. A
quarter of these jobs were for a third or less of full-
time, and 90% of part-time workers wanted to work
more hours. Fixed-term contracts represented 3.8%
of all contracts in 1996 and 6.2% in 2004 (DGSIE,
2007).

Women are more affected by precarious em-
ployment: 43.3% of women workers are employed
part-time, in comparison with 7.7% of men. Women
fill over 80% of part-time jobs and less than a third
of full-time jobs.

Temporary work s also increasing. In 2006 there
were 493,000 temporary workers (130,000 of whom
were students), a figure that represented a 3.5% in-
crease in relation to 2005 and a 73% increase in rela-
tion to 1996. Most of these workers are aged under
30. However, the number of temporary workers aged
over 45 (35,000) has increased significantly, by 10%
in just one year. Temporary work constituted 30% of
all employment opportunities on offer at the Regional
Community Office for Professional Training and Em-
ployment in Wallonia and 60% at the Employment
and Professional Training Service in Flanders. Women
occupied 42% of temporary jobs in 2006.
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In May 2007, 7.2% of the economically ac-
tive population was unemployed, including 7.9%
of women and 16.9% of under 25s. Young people
and foreigners experience significant discrimination
when seeking employment, particularly in Brussels.

Before being able to receive unemployment
benefits, young people who have finished their stud-
ies but have worked for less than one year in full-time
employment must take up an internship of up to 310
working days during which they can expect to receive
between EUR 237.90 and EUR 854.88 a month.

Inspired by theories of the so-called ‘active
social state’ — which the Belgian Human Rights
League (LDH) considers “more a social state exclu-
sively for the active population than a programme
for a more socially active state” (LDH, 2005) — the
federal government has implemented the Unem-
ployed Activation and Follow-up Plan. Most associa-
tions involved with this sector and the trade unions
consideritto be an ‘unemployed hunt’ as it puts great
pressure on people who are searching for work.
According to the LDH (2005), the requirement to
accept any kind of job “violates the principles of au-
tonomy, freewill and freedom in becoming party to a
contract.” Moreover, this ‘activation’ plan only seems
to have a significant impact on those unemployed
with a higher level of education who live in economi-
cally dynamic regions (IRES, 2007).

Immigrants: clandestine existence
and social exclusion

On 15 September 2006 the Parliament established
legal provisions that modified the December 1980
law on “aliens’ access to the territory, length of stay,
settlementand departure” and created an Aliens Dis-
putes Board. These new provisions have profoundly
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changed Belgian law in relation to aliens. However,
the unanimous opinion of civil society organizations
and trade unions is that these reforms cannot guar-
antee the fundamental rights of many foreigners
who live in Belgium and that they do not rectify any
aspects of the previous law’s defects.

The only response to the lack of protection ex-
perienced by several tens of thousands of people
living in the country has been the consolidation of
discretionary policies and impunity. Recent years
have been characterized by intense mobilization in
regard to the situation of people without documents.
Since 2003 the news media has been continuously
reporting numerous church occupations by undocu-
mented people as well as demonstrations and aware-
ness campaigns. The magnitude of this movement
demonstrates the evident gap between the regulatory
framework and reality. Several tens of thousands
of people whose existence is not officially acknowl-
edged are living and working in Belgium, and many of
them have been doing so for several years.

The government regards the fight against clan-
destine immigration as an imperative in the face of
the ‘threat’ to social order represented by immigrants
living without official recognition. But the authorities
fail to mention that these people’s presence changes
the nature of the work force and constitutes an adjust-
ment variable that enables companies, and indeed the
whole of society, to make enormous savings based on
the absence of employer social security contributions,
miserably low salaries and their almost total lack of
social rights and access to public services.

The attitude of the authorities towards the immi-
gration phenomenon leads to a situation that sooner
or later has to be ‘regularized’, because repression
and denial cannot be a permanent solution.

The previous legal mechanism for regulariza-
tion, in force between 1980 and 2006, was criticized
and challenged due to its arbitrary nature in granting
discretional prerogatives to public authorities. How-
ever, the provisions of the new law do not modify the
situation and perpetuate an iniquitous system.

While waiting for the disparity between the legal
framework and reality to be addressed politically,
civil society organizations and unions are working
for an interim regularization mechanism that would
provide official acknowledgement and access to
social rights for undocumented people. The ultimate
objective would be to establish a legitimate struc-
tural mechanism for ‘regularization’. The law must
provide clear enduring criteria for the granting of
residence documents.

The erosion of aliens’ basic rights is also re-
lated to:

The right to family reunification: The new le-
gal provisions incorporated into national law the
European Union Council 2003/86/CE directive of
22 September 2003 on the right to family reunifica-
tion for people from third countries who have legal
status. Citing elements of this directive (which only
establishes minimum regulations) Belgian authorities
took the opportunity to withdraw some guarantees
that previously were acknowledged by law. The fact
that procedures are now longer and more complex,
together with their discriminatory and restrictive char-
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acteristics (for example, in regard to economic means
and housing conditions requirements), and that extra-
community immigrants no longer have recourse to
the family reunification right for being reunited with
their parents, seriously infringes the fundamental right
to respect for family and private life, ratified through
numerous international rights instruments.

The right to health: According to the organi-
zation Doctors Without Borders, in spite of a legal
provision introduced 10 years ago that established
access to health services for aliens without legal
status, “in practice many of them are still excluded
dueto system malfunction, administrative obstacles,
arbitrariness or their own mistrust of institutions.”
Although the legal framework establishes that
‘urgent medical assistance’ can include both preven-
tive and curative attention, the term ‘urgent’ gener-
ates confusion and “allows for an arbitrary inter-
pretation by doctors and public social assistance
centres” (MSFB, 2006). This allows them to deny
service provision on the pretext that the need is not
‘urgent’, as in the case of prenatal care.

Belgium has not yet ratified the International Con-
vention on the Protection of the Rights of All Migrant
Workers and Members of Their Families (UN General
Assembly resolution 45/158) or International Labour
Organization (ILO) Convention 143 on Migrations in
Abusive Conditions and the Promotion of Equality of
Opportunity and Treatment of Migrant Workers.

In 2006 Belgium was condemned by the Euro-
pean Court of Human Rights for its role in the Tabitha
case, involving the detention of an unaccompanied
girl, which the court determined constituted inhu-
man treatment. The detention of immigrant fami-
lies and individuals prior to deportation (more than
15,000 people a year) can in reality be prolonged
indefinitely if the deportation order is resisted. This
state of affairs demonstrates that detention centres
for aliens constitute a zone of permanent arbitrari-
ness where the law does not apply, a situation totally
unworthy of a democratic state.

Decreased development assistance,
inflated figures

In 2006 official development assistance (ODA) fell
by 2.7% in relation to 2005 and represented 0.5% of
gross national income (GNI), although accounting
maneuvers continued to play a significant role in the
calculation of these figures. Both debt relief (over
EUR 325 million, about which we can be pleased)
and expenditure on the reception of asylum seekers
(some EUR 58 million) have been included. If we
subtract these two amounts, net ODA is only equiva-
lent to 0.37% of GNI. That is to say, we are very far
fromthe growth trajectory set out by the government
to ensure compliance with the 24 December 2002
law requiring the allocation of 0.7% of GNI to ODA
as of 2010. The gap between the legal obligation and
resources actually allocated is therefore much bigger
than the official figures suggest.

There are four elements that make the situation
WOrse:

e During the coming years it will not be possible
to systematically resort to debt reductions as a
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means of inflating the cooperation budget. From
2008 the amounts of bilateral debt that can be
subject to reduction within the framework of
the Heavily Indebted Poor Countries initiative
will diminish significantly. The new government
willthen have to urgently find substitutes for the
systematic use of debt reduction.

e The structural deficiency in planning for as-
sistance resources is evident. The Council of
Ministers has given notice that as a result of
last November’s budget conclave, an annual
growth of 5% is forecast for the General Depart-
ment of Cooperation for Development (DGCD)
budget. According to government calculations
the cooperation budget allocated to DGCD will
constitute 60% of ODA over the next few years,
which means that at best some 0.5% of GNI will
be allocated for assistance in 2010, an identical
percentage to that in 2006.

e Belgium’s development assistance leaves a lot
to be desired from a qualitative point of view. It
is regrettable that in the last evaluation report
of the Organization for Economic Cooperation
and Development Paris Declaration, Belgium
is consistently positioned amongst the worst
countries for fund provision management, for
example in advanced planning for assistance.

* Asimilar state of affairs exists in regard to re-

sponsibility and accountability. The law gov-
erning cooperation requires the executive to
produce sector and regional strategic docu-
ments that are made available for input from
civil society and are then presented to Parlia-
ment for approval. These documents should
include a strategy implementation schedule
and an estimate of the human and financial re-
sources needed for the realization of proposed
objectives. They have to be updated every four
years. However, it is clear that the government
has not fulfilled its legal obligations in this mat-
ter and that it is intending to eliminate them or
review their terms. Thus Parliament (which in
any event does not have an obligation to deal
with these matters) and civil society are de-
prived of an important tool for monitoring and
participating in the generation of strategies for
international cooperation. m
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B BENIN

New efforts to incorporate the informal sector

Social Watch Benin

There is a crucial need for social protection to be
guaranteed to the large majority of the population
that lives below the poverty line. At present, how-
ever, 90% of citizens have no access to any form
of social insurance or benefits, and are thus fully
excluded from social security coverage.

A lack of social security constitutes the denial
of a fundamental human right established by the
1948 Universal Declaration of Human Rights. This
lack exacerbates the difficulties involved in fighting
poverty. Social security systems have a directimpact
on poverty reduction, both through risk prevention
and the provision of indemnity, provided that they are
understood as a set of institutions, measures, rights,
obligations and reallocations aimed at guaranteeing
access to health and social services and providing
income security.

Social or economic risks have a significant
impact on poverty levels. The poor are most af-
fected by such risks and are most vulnerable to
them. Often an emergency situation draws many
individuals and families into a state of poverty from
which they cannot escape.

With a view to enabling the population to live a
decent life with a secure livelihood, the government
of Benin, development partners and civil society
organizations are implementing various initiatives.

The basic objective of these initiatives is the
extension of social security coverage to currently
excluded sectors of the population, while incorpo-
rating the initiatives themselves into the compre-
hensive implementation of coherent social protec-
tion programmes adapted to the situation of the
country, in pursuit of the goal of social justice.

Current social security systems’

Traditional solidarity has existed since the begin-
ning of time but social security in its present form
became a reality during the colonial period. Its es-
tablishment was promoted by organizations such
as the International Labour Organization (ILO),
which in turn arose out of the struggle of workers
uprooted from their social resources and cut off
from traditional support systems.

1 The following sections of this report are based on the work of
Uzziel Twagilimana (2005), Technical Advisor, WSM Project
(World Solidarity) in Benin.
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in the informal sector.

Structural adjustment programmes recommended by the World Bank, together with privatizations,
have nullified numerous workers’ rights and have weakened social security systems to the detriment of
the poorest sectors of the population. Barely 10% of the population is covered by current social security
systems. A pilot project being implemented in conjunction with the ILO is aimed at protecting workers
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The first social security schemes implemented
in the country covered only workers in structured
sectors of the so-called formal economy. Currently
there are two different schemes: the general social
security scheme and a specific scheme that regu-
lates civil service and military retirement pensions.

The general social security scheme is adminis-
tered by the National Social Security Fund (CNSS),
alegally established public social service organiza-
tion. This scheme is governed by Law 98-019 of
March 2003 and protects salaried workers in the
private and parastatal sectors and their depend-
ents. It covers six areas: family and maternity ben-
efits (through its family benefits branch); old age,
disability and death benefits (through its pension
branch); work accidents and work-related iliness
(through its workers’ compensation branch).

The CNSS is governed by a general board and
administered by a nine-member administration
board comprising three representatives of workers,
three of employers and three of the state.

The public employees’ regime is regulated by
Law 86-014 of September 1986 and is administered
by the National Retirement Fund of Benin (FNRB).
It covers permanent state agents (civil servants,
judges and military personnel) and their depend-
ents. It provides insurance for old age (pensions
based on length of service, proportional pensions
or early retirement payments), work-related or
other disability (pensions or income for life parallel
with the proportional pension) and death (pensions
forwidows/widowers, orphans and other legitimate
dependents).

Legislation had also been adapted to a certain
degree with regard to gender aspects, for example,
by incorporating international instruments includ-
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ing ILO Convention 183 of 2000 on maternity pro-
tection and by establishing family allowances.

In addition, the special scheme for public
employees provides women civil servants with a
benefit equivalent to a year’s service per each child
inscribed in the registry office, up to a maximum of
six children. As a result women can qualify for the
length of service-based pension earlier than their
male colleagues.

Privatizations and their outcomes

In addition to these public schemes there are a
number of private social security systems. Dur-
ing the 1990s, some private insurance companies
launched several products in the market: sickness
insurance, old age pensions and life insurance.

Although in theory these systems are acces-
sible to all sectors of the population, in reality only
the more affluent workers with sufficient means can
complement the obligatory public insurance with
private insurance.

Under what practically amounted to an impo-
sition by the World Bank, Benin underwent sev-
eral phases of structural adjustment programmes
aimed at decreasing public expenditure and foster-
ing productivity. These programmes resulted in a
reduction in the number of permanent public em-
ployees and a hiring freeze. One result was a large
number of ‘voluntary retirements’ of civil servants,
which were in reality a way of reducing their num-
bers and annulling their social rights.

However, it has been concluded that in practice all
these measures have failed to increase productivity.

The trend to privatization, which still continues
in the country due to the government’s express
intent to open up every door possible to private
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capital, has always been strongly opposed by the
trade unions. This resistance has compelled the
government to impose some rules on privatiza-
tions, amongst them the requirement to avoid any
dismissals or to offer appropriate compensation to
dismissed workers. However, in many cases, the
new employers do not respect these rules that they
had agreed to comply with.

In addition, privatizations tend to reduce or
eliminate workers’ rights, such as the right to stable
employment and to length of service-related bene-
fits, and also tend to establish partial restrictions on
the right to strike as well as imposing structures for
determining wages. Taken together, these factors
have led to a generalized precariousness of employ-
ment in the country. To summarize, privatizations
have weakened social security systems to the detri-
ment of the poorest sectors of the population.

NGO health insurance experiences

The state provides public employees with sickness
insurance and work-related accident benefits, but
in fact these are only forms of medical expenditure
coverage that reimburse 80% of expenses incurred
by insured workers.

Some health protection initiatives are being
developed by NGOs and rural communities. These
initiatives are aimed at developing family savings
specifically for guaranteeing primary health care
Services.

A lack of unemployment benefits

The function of the National Agency of Employment
Promotion (ANPE) is to help young people with
their insertion in the labour market as they search
for their first job, or provide them with orientation
to become self-employed. However, there is no
provision relating to minimum income at insertion
or unemployment benefit coverage, along the lines
of such provisions in developed countries.

Informal workers’ mutual
fund in pilot phase

Barely 10% of the population is covered by the current
social security system. A marked characteristic of the
labour market is that a significant proportion of work-
ers operate in the informal sector, the organization of
which is not compatible with the application of the
institutional social security system. Also, workers’
incomes in this sector are generally low.

With the support of the ILO, Benin has, since
1996, benefited from a project for the extension
of social protection to the informal sector. Backed
by the ILO and Belgian cooperation agencies, the
government created a Social Security Mutual Fund
for informal sector workers, under the Ministry of
Labour and Public Service. It is being piloted in
three locations: Cotonou and its surrounding area,
Parakou and Porto Novo. This Mutual Fund cov-
ers workers employed in the informal sector and
the self-employed, either as individuals or through
workers’ associations. The fund was initiated in
close collaboration with workers associations of
artisans, artists, crop farmers, cattle farmers, fish-
ers and traders.
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TABLE 1. Basic social indicators in Benin

| ®

Probability of not living beyond the age of 40 (%)

Adult literacy rate (% of over 15s)

Population without access to improved water sources (%)
Chldren underweight for age (% aged 0-5)

Life expectancy at birth (years)

Women in the Parliament (% seats)
Personal computers (per 1000 people)
GDP per capita (USD)

Combined gross enrolment rate (primary, secondary and tertiary education) (%)

30.0
65.3
33.0
23.0
54.3
49.4
7.0
41
1,091
Sources: UNDP and UN Millennium Indicators (2004/2005 data)

TABLE 2. Evolution of the number of registered members in the Mutual Fund

Location

Cotonou and surrounding area

Parakou
Total

The national coalition in Benin
is organized in a multilevel
structure:

- General Assembly (150 CSOs)
- National Coordinating Committee
- Executive Secretariat

A technical committee formed by six CSOs
oversees 12 target groups (corresponding
to the 12 MDG targets adopted by Benin).
There is also a National Budget Analysis
Unit, advised by resource persons (social
scientists, political scientists, economists
and researchers).

At the sub-national level there is one
person responsible for each of six départe-
ments (provinces). At the local level, local
cells supervise activities in the communes
(municipalities).

The number of associations participating in
the Mutual Fund’s Cotonou branch rose from 18 in
1999 to 120 by 2004. It had approximately 1,000
adherents of which more than 800 belonged to the
sickness benefit section, with an average of 32,000
beneficiaries.

Protection for asylum seekers
and immigrants

Benin has taken in refugees from many African coun-
tries but principally from Togo, and has ratified the
1951 UN Convention relating to the Status of Refu-
gees. According to the latest United Nations High
Commissioner for Refugees (UNHCR) global rank-
ings, Benin is placed in the first category in regard to
respect for refugees’ rights and their integration.
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Source: : World Solidarity (Cotonou Regional Office).

Assistance for the poorest of the poor

In 2003 the Ministry of Social Protection and Fami-
lies created the National Solidarity and Social Action
Support Fund (FASNAS) to benefit individuals as
well as groups. This Fund established social well-
being promotion centres that work in communities
to provide attention for people living in extreme
poverty. However, these assistance centres lack
necessary elements and suffer from an acute short-
age of human, material and financial resources.

Conclusion

In summary, Benin is still far from achieving social
protection for all its citizens. Mobilization against
social exclusion and the lack of social protection
coverage for all workers, both in the formal and
informal economy, must translate into a govern-
ment policy of social justice and redistribution
with the support of development partners and civil
society. m
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B BOLIVIA

Privatization: from promises to failure

Centro de Estudios para el Desarrollo Laboral y Agrario
(CEDLA)

The underlying orientation of neoliberal policies is
the promotion of market pre-eminence, idealizing it
as the best mechanism for economic resource dis-
tribution. The role of the state is thus limited to that
of a mere overseer of private companies’ activities,
and social objectives, such as citizens’ well-be-
ing, become subordinate to capitalist investment
profitability. However, a retrospective evaluation
of the implementation of such policies reveals re-
sults far removed from the theoretical outcome: the
state has lost its jurisdiction in the productive area
but maintained a high profile in private investment
bailouts, and was unable to meet the challenges of
a free-market economy. This is the framework of
social security system reforms in Bolivia and other
countries of the region.

In the case of Bolivia, pension system reform
was presented as a social necessity —an argument
that was supported by the clearly dysfunctional state
of the existing pension system in force for several
decades — but was in fact designed as a potential
source of profit for private investment.

According to one of the main promoters of the re-
form (Pefia Rueda, 1996), the replacement of the ‘pay
asyou go’ (PAYG) social security system was justified
by data suggesting its virtually bankrupt state:

e The proportion of active workers to pensioners
was three to one, which is insufficient to finan-
cially support the system and much less than
what is considered to be the ideal proportion
(ten to one).

e The coverage of the system was very limited
with only 314,437 regular contributors in an
economically active population of 2.6 million.

e The system was discriminatory in its lack of
coverage for the substantial number of non-
salaried workers.

e The system was vulnerable to inflation and em-
ployment fluctuations and mobility.

Promised benefits

Consequently, a new system had to be implemented
that would allow the state to reduce, and ultimately
eliminate, its financial burden from the old bank-
rupt system and would provide adequate benefits
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to guarantee the population a dignified retirement
from active working life. The intention was for this
new system to have the following characteristics: a
broadened reach including segments of the popula-
tion not previously covered, in particular non-
salaried workers; capacity for self-financing; in-
vestment management transparency; potential for
strengthening the stock market; capacity for conti-
nuity in times of economic crisis; capacity to create
mechanisms for maintaining the value of pensions;
capacity to increase the incomes of Bolivians over the
age of retirement.

More than five years after the implementation of
pension system reforms it is possible to assess and
compare objectives, results and prospects.

The mirage of greater coverage

One of the favourite arguments of government of-
ficials and Pension Fund Administrators (PFA) in
defence of the reform is that the new system has
resulted in an enormous increase in coverage. How-
ever, enthusiasm about the unprecedented growth
in the number of affiliates, more than double when
compared with the previous system, ignores the fact
that at present the number of workers actually con-
tributing to PFA-administered funds is substantially
less than the number of affiliates.

A comparison of both social security systems’
coverage, taking into account their relative size as a
proportion of the economically active population, re-
veals that the situation has not changed significantly
since the reform. Although in the year before privati-
zation the previous system’s coverage was less than
that of the new system now, according to the National
Employment Survey, in 1996 the economically ac-
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tive population figures were higher than in the 2001
Census and the projection for 2002.

Even worse, if we take the data used by govern-
ment officials in charge of implementing the reform
(an economically active population of 2.6 million
in 1996), the previous system would have a much
greater coverage than the current one, with the
number of contributing workers amounting to 12%
of the active population.

To the discomfort of the reform’s designers and
implementers, disaggregated data on the number
of affiliates per type of worker also fail to indicate
any clear superiority of the new system in extend-
ing coverage to non-salaried or independent worker
categories. According to PFA information, by June
2003 the number ofindependent workers affiliated to
the pension funds was only 4.3% of the total number
of affiliates.

The cause of this state of affairs can be found,
on the one hand, with the private fund adminis-
tration entities who, in their search for income
maximization, tend to avoid the administration of
‘small-scale’ contributions, and on the other, in the
extremely low incomes of independent workers,
mostly operating in the informal sector, that do not
allow for the possibility of financing some type of
saving for retirement. This second issue is further
illustrated by the following data: according to the
International Association of Latin American Pen-
sion Fund Supervisors (AIOS), the average insur-
able salary in Bolivia’s individually funded system
was USD 282 in 2003, while the average income of
workers in the self-employed and small enterprise
sectors for the same year was only USD 127, ac-
cording to the National Statistics Institute.
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The system’s unsustainability

As already mentioned, the promoters of social se-
curity reform in the country promised that the new
individually funded system, unlike the previous
one, would have the virtue of being self-financing
(it would not require government assistance), sup-
porting itself with the profits from investment in the
stock market.

Available information refutes the theoretical as-
sumption that the new system’s operations would
be subject to market efficiency. It is not free-market
forces that determine investment decisions in PFA
fund management. Current regulations require such
bodies to maintain a certain structure in their invest-
ment portfolio with a predominance of state-issued
securities. While the regulations limit investment
in foreign-issued securities to 10%, investment in
public securities, either of the National Treasury
(TGN) or the Central Bank of Bolivia, has no limit.
As much as 90% may consist of this type of invest-
ment, which explains the unusual concentrations in
PFA portfolios.

In the case of the PFA Prévision, investment in
TGN bonds (obligatory) amounts to USD 458 mil-
lion, comprising 69% of its portfolio, and in the case
of the PFA Futuro, USD 365 million, or 61% of its
portfolio. This total of USD 823 million invested in
TGN bonds represents 65% of the total funds in the
Individual Capitalization Fund (FCI).

However, according to AIOS information, by De-
cember 2002, over 69% of the FCI portfolio was in
the form of fiscal securities. That is to say, apart from
the 65% invested in TGN bonds, 4% was invested in
other state securities. This state-determined invest-
ment structure arises from a deterioration in the state
of public finances, due to privatization policies, that
does not allow the state to finance public expenditure
in a normal way and explains its consequent repeated
need to resort to the expedient of incurring public
debt. It should be emphasized that a significant part of
public expenditure is allocated to the cost of the social
security system reform itself: the payment of pensions
to the beneficiaries of the previous PAYG system.

Moreover, it must not be forgotten that in the
framework of an economy as small and poor as Boliv-
ia’s, with a weak stock market and an inefficient finan-
cial system, afiscal deficit financed with FCI resources
becomes a more attractive option for the state than
what the private finance system can offer. At the same
time, an excessive dependence on public securities
generates a high risk for PFAs, making them vulner-
able to sudden changes in government policy.

It can consequently be inferred that the objec-
tive of efficientadministration based on transparency
in decision-making and investment has not been
achieved, as the affiliates who contribute to the sys-
tem, the true owners of the accumulated funds, have
no influence in decision-making over the destiny and
profitability of their savings, but rather it is public
officials and political authorities whose interests are
met through authoritarian imposition on PFAs.

Additionally, the expected potential of the new
system for strengthening the stock market did not
materialize. The extreme submission of pension fund
management to government decisions, together
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with the particular characteristics of the national
economy, prevented the emergence, and therefore
consolidation, of a true stock market.

It is also clear that the absence of appropriate
regulations to ensure an optimum operation of the
long-term social security system, together with the
marked weakness of the regulatory system for en-
forcing compliance with the rules of operation, have
generated a high level of employer debt with PFAs.

Itis a mistake to artificially separate the situa-
tion of the individually funded system from the situ-
ation prevailing in the residual PAYG pension system
that, according to reform design, should tend to dis-
appear, thus eliminating the fiscal expenditure that it
involves. In relation to this, it can be said that the way
inwhich the reform was implemented has resulted in
alarming costs for the public treasury in the form of
pension payments to pensioners from the old PAYG
system, which represented more than 90% of the an-
nual public sector deficit over the last five years.

The most worrying aspects of this situation are
that such costs have to be regularly covered by tak-
ing on public debt, which incurs high interest, and
that the obligations assumed by the state for paying
such pensions have been steadily growing up to the
present, and will continue doing so, due to commit-
ments entered into by successive governments.

To summarize, this entire state of affairs has
arisen because the reform’s cost to the state — for
payment of pensions to the beneficiaries of the previ-
ous system — has exceeded initial predictions calcu-
lated as USD 616 million over the first five years of
the new system.

The aforementioned characteristics reveal the
evident unsustainability of a system operating with
alogic opposite to the one that the reform was origi-
nally based on and with an inherent dramatic con-
tradiction that has created a kind of return to the old
system. In other words, the accumulated savings in
the new system provide, ata high cost, the necessary
liquidity for paying pensioners from the old system.

Frustrated hopes for a dignified pension

The promise of dignified pensions that would im-
prove on the social results of the previous PAYG
system became the main justification put forward
by reformers.

However, an evaluation of results indicates a
worse situation and reinforces the hypothesis that
the true objectives of the reform bore little relation to
the endeavour to create better living conditions for
the working population.

In the first place, transforming the system has
not generated a significant increase in the number of
beneficiaries, so it cannot be said that it has contrib-
uted to a reduction in the widespread phenomenon
of large social groups being excluded from social
security benefits.

Secondly, the promise of increased incomes
has met with similar disappointment. The new
scheme was designed in such a way that access to
apension is linked to a substantially longer working
life and in addition it does not guarantee access to a
dignified pension for all workers. There is a special
category provision in the Law of Pensions called
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‘minimum retirement’ that is applicable to a worker
who has not paid enough contributions to finance a
pension equivalent to at least 70% of the minimum
national salary but who has reached 65 years of age.
He or she will receive a pension or annual income
equivalent to this percentage “until the accumulated
funds are exhausted,” irrespective of whether or
not this pension covers all the remaining years of
life after retirement. In short, there will be workers
who only have access to a very small pension — the
current minimum salary is no more than USD 58 a
month —for a time that will not necessarily coincide
with their remaining life span.

Itis clear that the two systems are guided by
different perspectives: the previous PAYG system
regarded the provision of security to workers after
their active working life as an inescapable obliga-
tion of the state, while the new system abandons
this state responsibility, delegating the provision of
security for the economically inactive population to
the ‘efficient’ workings of the market. =
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B BRAZIL

The social security that women want

fewer benefits.

Guacira Oliveira’

Social security reform is currently a central theme
of political debate. In January 2007, President Luis
Ignacio Lula da Silva’s government created the
National Social Security Forum to discuss propos-
als for changes in the social security system. The
Forum is tripartite, composed of representatives
of the government, trade unions and private sector
business associations, who only account for 50.6%
of the economically active population. The sectors
excluded from the present social security system
and women’s organizations are not represented.
The decision to exclude those segments from
the discussion is indicative of the refusal to seek al-
ternatives which would make the system universal,
as well as to come to an agreement regarding specific
inclusion strategies. Since the 19th century, the social
security system has only provided coverage for
workers within the formal labour market — that is,
mainly white men from privileged social sectors.
The formal work model, and therefore the possibility
of gaining access to the benefits of social security,
has historically been linked to a ‘white-skinned” and
masculine model. Decent and valuable work, which
generates rights for the worker, was and remains far
from the reach of most women and black people. This
is even more true for black women, who are subject to
adouble division of labour: racial and gender-based.

Parallel and Itinerant Social Security Forum

In 2005, there were 44.2 million people contributing
to the social security system (35.3 million of whom
were in possession of an official work card), whereas
acontingent of 32 million people, 70% of whom were
women, were excluded from the system. This led a
group of women’s organizations®to create the Paral-
lel and Itinerant Social Security Forum, which will
discuss alternatives to the social security system,
taking into account all of the Brazilians who have

1 Guacira Gésar de Oliveira is a sociologist and co-director
of the Centro Feminista de Estudos e Assessoria (Feminist
Centre for Studies and Advisory Services, CFEMEA) and a
member of the Social Watch Brazil reference group.

2 Articulagdo de Mulheres Brasileiras, Articulacéo de ONG’s
de Mulheres Negras, Campanha Nacional das Donas de
Casa pelo Direito @ Aposentadoria, Federacao Nacional de
Trabalhadoras Domésticas, Marcha Mundial das Mulheres,
Movimento Interestadual de Quebradeiras de Coco de
Babacu, Movimento de Mulheres Camponesas, Movimento
de Mulheres Trabalhadoras Rurais do Nordeste.
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The social protection system is in need of urgent changes. Despite the ongoing debate on social security
reform, injustices persist. When it comes to women, and especially black women, domestic workers
and rural dwellers, the discrimination they face is even greater, since they must work more to receive
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been excluded from the Forum set up by the federal
government. This initiative has the support of Social
Watch Brazil, the National Union of Federal Revenue
Auditors (UNAFISCO) and the Federation of Federal
Revenue Auditors (FENAFISP).

From the point of view of the Parallel Forum, the
main problem to be confronted is the exclusion of the
greater part of the population from effective social
security coverage. In 2004, over half of economi-
cally active women (50.5%) and 39.5% of economi-
cally active men (PNAD, 2004) were not covered by
the social security system. If their dependents were
taken into account, the number of Brazilians totally
deprived of social security coverage would rise to a
total of approximately 100 million people (Melo and
Considera, 2005). In our view, it is this lack of social
protection that justifies the reform of the social se-
curity system which, as a matter of principle, should
be public, solidarity-based and universal.

However, in the view of the business commu-
nity, a significant part of the federal government
and the mainstream media, all of whom carry great
weight in the moulding of public opinion, the key
issue is not this widespread lack of protection, but
rather the search for solutions to the medium-term
financing of the social security system, taking demo-
graphic transition (the ageing population) into con-
sideration as well as the need to free up resources for
economic growth.

Debunking the myths

Among other factors, the social security system has
faced difficulties as a result of the non-implementa-
tion of the budget assigned to the system as stipu-
lated by the Federal Constitution of 1988. From the
beginning of the 1990s, rhetoric regarding the social
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security deficit has gained strength, despite the fact
that all sources of evidence (including official ones)
show the opposite, even when using different meth-
ods of analysis. Individual contributions continue to
be the only consideration, although the system has
several additional sources of income which allow it
to produce a surplus year after year.

Contributions to social security established by
the Constitution and later set up in order to finance the
systeminclude the Social Security Financing Tax (CO-
FINS), the Legal Entity Net Profit Social Tax (CSLL)
and the Provisional Financial Movements Tax (CPMF),
as well as the net social security contribution, which
basically refers to the payroll contributions made by
employers and employees and contributions from
the Simplified System (Special Unified System for the
Collection of Taxes and Contributions of Micro and
Small Enterprises). As regards expenses, the follow-
ing items are taken into account: payment of urban
and rural social security benefits, welfare benefits,
and the actions of the Single Health System (SUS), as
well as actions related to the financing of the Ministry
of Health and its return to sound administration and
accountability. According to the ANFIP (2005), the
primary surplus of the social security budgetin 2004
amounted to BRL 42.5 billion (USD 21.5 billion) (Bos-
chetti and Salvador, 2006).

If there is a surplus, the argument that it is nec-
essary to reduce government spending on social
security in order to redirect resources towards in-
vestment so that the economy can grow is clearly
absurd. At the end of the day, social security has
not harmed the progress of the economy; on the
contrary, the economic policy which is being imple-
mented affects social security, undermining both its
principles and its budget.
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The problem is that part of the resources of
social security are diverted in order to make up the
primary surplus (to pay interest on foreign and in-
ternal debt), by means of the Dissociation of Union
Contributions mechanism. Not content with that, the
government places limits on additional resources
throughout the year, which does indeed cause a defi-
citin the social security system.

The lack of recognition for domestic work

There is also talk about the need to reform the so-
cial security system because of the increase in the
number of elderly people in the country, which could
make the system unviable in the near future. To
those who support this thesis, the rights achieved
by women up to the present represent a threat to
the sustainability of the social security system. It is
argued that women retire five years before men and
live an average of eight years longer, and therefore
cost the Treasury 13 years in extra expenses.

As regards the ageing of the population, itis worth
noting that the issue of care for the elderly is completely
absent in discussions about the future of the system.
This omission is directly related to the lack of recog-
nition and consequent undervaluation of the unpaid
domestic work carried out by women. Social reproduc-
tion activities (domestic tasks, child care, care of the
sick and of the older adults in the family group) make a
significant contribution to the social and economic de-
velopment of the country, but continue to be relegated
to the kind of tasks which are carried out as part of
‘women’s vocation’ and are consequently absent from
the agenda of the debate on labour rights.

If domestic tasks were taken into account, they
would represent a 13% growth of Brazil's GDP (Melo
and Considera, 2005). However, reproductive labour
does not generate rights, but rather an extremely
heavy load on women who, as well as that burden,
must face the prejudices that result from insertion in
the labour market under absolutely unfairand unequal
conditions. As a result, women are often obliged to in-
terrupt their working lives, turn to the informal sector,
or even be fully excluded from the labour market. The
higher proportion of women in more vulnerable and
poorly paid jobs is a reflection of this fact.

Data collected by CEDEPLAR/UFMG (Develop-
ment and Regional Planning Centre/Federal Univer-
sity of Minas Gerais) in 1997 show that women make
a higher number of transitions between activity and
‘inactivity’ throughout their lives. While men remain
in each occupation for an average of 15.2 years, the
average length of stay for women is 8.9 years. This
is one of the results of the sexual division of labour.
And in this area, reality is hard to change.

This information shows that the proposal to put
anend to the differentiated retirementage for women
(five years before men) in compensation for their
double work load is untenable. The difference be-
tween the length of stay inan occupation for men and
women is 6.3 years (CEDEPLAR/UFMG). However, a
comparison between the number of working hours
devoted to domestic tasks shows that women work
at this type of activity at least double the amount of
time as men. In fact, for there to be real compen-
sation, a difference in retirement ages of over five
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years would be required. As we understand it, this
should be a transitory measure. What women’s and
feminists’ movements want is not compensation,
butthe equal division of productive and reproductive
tasks, as well as equal conditions of participation in
the labour market.

In 2005, according to the Ministry of Social
Security, 30.7% of women’s retirements were due
to age and only 6.8% due to length of contribution.
Consequently, if the issue of informality is consid-
ered, women work for longer than men in order to
ensure their retirement pension, but receive a lower
pension due to their diminished capacity to contrib-
ute and their dependent condition.

Women face double discrimination

Many people who have spent most of their eco-
nomically active lives in the informal labour market,
particularly in urban activities, are at a double disad-
vantage due to the demands of individual taxation,
since they have contributed to the wealth of the coun-
try atalow cost, without having received the benefits
of the National Social Insurance Institute (INSS) or
the Guarantee Fund for Length of Service (FGTS),
nor paid unemployment insurance (and therefore
were unable to exercise their labour rights). In old
age, these persons will be affected once again, since
they will not be able to enjoy their rights to social
security.

Rural working women have been struggling
for years to obtain recognition as small agricultural
producers. The cultivation of vegetable gardens and
medicinal plants, and the raising of small animals, is
absolutely vital for the survival and support of their
families, but it is rendered invisible and is under-
valued. In consequence, their rights as workers are
not acknowledged. Meanwhile, the most serious
situation is that of almost six million women, mostly
in the rural areas, who do not possess any kind of
documentation and are therefore denied all the rights
of citizenship.

When the racial dimension is brought into con-
sideration, the situation becomes even more unjust.
Black and racially mixed women, subject to multiple
forms of discrimination, end up concentrated in the
most precarious occupations and in informal labour.
The high concentration of black women in domestic
employment (22%) should be noted, as well as in
the categories related to production for personal
consumption, construction for personal use and in
unpaid labour. On the other hand, white men most
often appear in the position of employers (7.5%
against 1.3% of black women) and as employees
with an official work card (38.4% vis-a-vis 20% of
black women).

The case of domestic workers in particular
deserves special attention, and an urgent solution
should be provided by the social security system.
Immediately guaranteeing the right to retirement of
domestic workers who are currently 60 years of age
or older would constitute a measure of reparation.
This is a significant contingent of women who are
subject to sexual and racial division of labour and have
achieved a quotient which as a general rule is the low-
estinthe socioeconomic scale interms of recognition,
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performance, quality of life and labour rights, but on
the other hand is the highest in terms of duties and
limitations as regards reproductive tasks.

Ensuring the sustainability of social security

Ensuring the sustainable increase in the number
of beneficiaries and the transformation of the de-
mographic profile, from the actuarial point of view,
depends on several factors, including the broaden-
ing of the sources of financing for social security. In
our view, the fact that the labour market does not
offer adequate conditions which enable each female
worker to make her individual contribution to social
security does not mean that she has no right to be a
part of the social security system. Other mechanisms
are required to safeguard the life and citizenship of
women. This implies dissociating social rights from
the traditional employment model, and in particular,
dissociating the right to a retirement pension from
formal employment.

In this sense, the actuarial sustainability of
social security could be constructed on the basis
of a re-evaluation of employer exemption criteria
and amnesty for debtors; combating evasion; the
creation of new rates and taxes consistent with the
principle of solidarity and the redistributive nature of
social security; the imposition of taxation on great
wealth, international financial transactions and agri-
business; the creation of a solidarity fund based on
a specific contribution; broadening the contributive
capacity of workers by increasing employment and
other work opportunities; the creation of different
tax models compatible with the multiple produc-
tive arrangements that workers have established
for their survival; and the creation of the appropriate
conditions for young workers to be able to join the
system early and thus contribute for many years to
its sustainability.

The reorientation of the developmental model
is evidently a basic premise in the construction of al-
ternatives for inclusion in the social security system.
Economic policies should be devoted to guarantee-
ing the rights of the population, and not the other
way around. m
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B BULGARIA

The new pension paradigm: will it work for all?

Bulgarian Gender Research Foundation (BGRF)
Bulgarian-European Partnership Association (BEPA)
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Unions in Bulgaria (KNSB)

Bulgaria has ratified the major international instru-
ments on human rights, which also address the right
to social security. While the social security system
corresponds to the goal of full universal coverage, the
current pension system still generates inequalities and
poverty, and cannot reach compatibility with the main
International Labour Organization (ILO) standards on
social security, such as a 40% income replacement
rate for pensions. It is not accidental that the govern-
ment had not ratified any of the ILO conventions in the
field since the Second World War. The ILO Workers
with Family Responsibilities Convention (C156) of
1981, recently ratified in 2006, has yet to be imple-
mented in national legislation and practice.

Reform of the pension system has been un-
derway since 2000, but the human rights impact of
the relatively recent measures adopted can only be
assessed in the medium and long term. The reforms
were undertaken in response to the new financial,
economic, demographic, political and social realities
that confronted the country in the transition period,
which brought about an urgent need for profound
changes, adaptation and modernization of both the
legislation and the architecture and functioning of
the pension system.

The move to a three-pillar system

Bulgaria’s social security scheme was formerly
based on the defined benefit approach with universal
coverage, including employees from the private and
public sectors, self-employed workers, and mem-
bers of cooperatives and professional associations.
The National Social Security Institute provided wide
protection for the contingencies of retirement, dis-
ability, death, employment injury, unemployment,
maternity and iliness. Italso used to provide different
types of social assistance that are now disbursed by
the national Social Assistance Agency, such as family
and electricity allowances.

Several significant efforts were made to solve
the problems of social security in the context of the
transition to a market economy, without success. The
new social insurance legislation adopted in 2000 was
targeted at healing the most pronounced and cost-
consuming weaknesses of the incumbent legislation,
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The pension system is undergoing major reforms in response to the new financial, economic,
demographic, political and social realities brought about by the transition from a socialist to a market
economy. While the new three pillar pension scheme has corrected some of the shortcomings of the
former system, it does not guarantee an adequate standard of living for the elderly, and has also been
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which were also the source of the main problems in
the pension system. These included:

* Achronic financial deficit, and stemming from
this, the threat of an eventual financial collapse.

¢ Thelow collection rate of contribution payments
and wide-scale circumvention and avoidance of
social insurance obligations.

e Qverlyliberal provisions for access to a pension,
particularly in the case of workers opting for
early retirement rights.

*  Ahigh social burden on the working generation.

e Low pension rates relative to current costs of
living.

e Growing distrustand a negative attitude towards
social insurance as a whole and the pension
system in particular.

The new legislation adopted to address these
and other problems in the pension system brought
about fundamental changes aimed at attaining a bal-
ance that will guarantee the achievement of the social
goals of the pension system as well as the financial
stability and viability of the system.

Under the financial direction of the interna-
tional financial institutions (enforced through the
conditioning of loans) and following the policies
implemented in Central and Eastern Europe and
Latin America, a whole new pension system ar-
chitecture was set up, based on three pillars. The
new architecture combines governmentand private
involvement as well as both compulsory and volun-
tary elements.

* One of the BCI components was imputed based on data from
countries of a similar level.
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The first pillar is universal and mandatory
and encompasses all groups of employed persons
regardless of the type of employment and level of
income earned. It is a typical pay as you go (PAYG)
public social insurance pension scheme, based on
defined contributions. The second pillar, also man-
datory, is a supplementary, fully funded pension in-
surance scheme with individual accounts, while the
third pillar is a voluntary supplementary fully funded
pension insurance scheme. The second and third
pillars are privately managed, following the advice
of the World Bank.

Pension benefit levels under the ‘first pillar’ are
calculated on the basis of a universal formula applied
toallinsured people, aimed at achieving a closer link
between contributions and benefits. The formula
takes into account both the income earned by the
insured individual and the number of years of active
employment.

Another change introduced by the legislation
was an increase in the retirement age. The retirement
age for women will be gradually raised from 55 to
60, while that of men will be raised from 60 to 63. In
addition, the categories of workers eligible for early
retirement were significantly reduced, decreasing
the proportion of contributors entitled to this right
from 20% to just 6%.

The concrete measures and policies set forth
in the pension reform legislation — higher require-
ments for admission to the pension system, re-
stricting early retirement, improving the connection
between individual contributions and the size of
pension compensation, improving control on ad-
herence to the legislation, involving all employed
persons — are typical of the measures and policies
that have been followed in other countries that are
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contemplating pension reforms or have already

TABLE 1. Basic indicators

undertaken them.
2000 2005 2010 2015 2020 2025

Income replacement rates fail to meet Reported data Forecast
international standards

) ) Employment rate (%) total 475 49.7 52.7 54.5 55.8 55.1
The_new pensm_n formula is supposed to guaranteg a temale 49 444 494 514 526 515
minimum 40% income replacement rate. Data provid-
ed by the National Social Security Institute show that male 524 554 564 57.9 593 501
so far, the chosen formula has fallen somewhat short | Insured income (as % of average insured income)
of meeting this task. The replacement rate, measured women 89.1 89.5 89.1 89.6 89.8 89.9
by the correlation of an average pension to the aver- men 111.0 112.2 111.9 111.9 1116 | 1112
age work salary in the country, fluctuates between Retirement age
35% and 40%. However, it should be stressed that R 555 58.0 60.0 60.0 60.0 60.0
two thirds of pensioners in the country receive a pen- men 605 630 630 63.0 63.0 63.0
sion that is barely equivalent to or below the average .
pension. This is one of the main reasons that Bulgaria | e €XPectancy
has not ratified ILO Convention 102, which sets out female (at birth) 75.59 77.49
the minimum standards of social security (including a female (at age 60) 19.67 20.95
40% income replacement rate for old age pensions), male (at birth) 68.68 70.54
and the European Code of Social Security. male (atage 63) 14.08 15.02
. Qn the other_ hand, the_rates of all peqsions, Replacement rate
L"E;‘:g:ﬂg;h:f r:sxa:?e“q";;znsst';):dgf d”gft ﬂ\r/?r‘]’geAinz women (1t pillar/PAYG) (%) 36 | 310 | 340 | 311 | 303 | 288
result, the most frequent criticisms of the pension pomenlEndlplla i) b2 66
system, both on the part of those ‘inside’ the system men (1st pillar/PAYG) (%) 51.4 54.7 51.8 46.1 422 38.6
and of its future ‘users’, are primarily with regard to men (2nd pillar) (%) 76

the pension rates. Although there are many more
and different reasons for this situation, and not all of
them can be attributed to the formula for determining
pension amounts, it has already been established
that the substitution rate of lost occupational income
achieved through the formula is inadequate. That is
why the new pension formula should be revised in
order to achieve an improved income substitution
rate. A move in this direction is extremely impor-
tant and necessary both for raising confidence in the
system and in the reforms and in order to ensure its
development.

Pension system places women
at a disadvantage

The more direct link between contributions and
pension benefits under the new pension system
places women at a distinct disadvantage. As shown
by Table 1, the employment rate is significantly lower
among women thanamong men. This can be partially
explained by the fact that women are far more likely
to take time off from work to care for children and
other family members. They are also more likely to
work only part-time, often for the same reasons. The
lower pension contributions they make as a result
of these factors and others are reflected in the lower
income replacement rate in women’s pensions.

For its part, the gender analysis carried out by
the National Social Security Institute in cooperation
with the Centre for Women’s Studies and Policies
points to four major sources of unequal treatment for
women and men in the pension system:

Retirement age: Questions have been raised
as to whether the lower retirement age for women
is actually an advantage or is in fact a disguised
disadvantage in the broader context of the labour
market. Namely, with the new, more individualized
pension benefit formula, in which each worker’s own
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Source: Based on data from “Gender Dimension of the Pension Reform in Bulgaria”,

<www.ilo.org/public/english/region/eurpro/budapest/download/socsec/gender_pension_bulgaria_eng.pdf>.

earnings are the direct basis for his/her own pen-
sion benefits, a shorter working life will simply mean
lower pension benefits for women—and higher rates
of female poverty in old age. Is this context, is a lower
retirement age an advantage for women or a subtle
form of discrimination?

Individual savings versus social insurance: The
individual savings accounts that constitute the sec-
ond pillar of the new pension system magnify wom-
en’s general disadvantage in the labour market, since
they have no solidarity or social welfare elements
that help to compensate for the gender wage gap.
Thus, women’s lower average wages are reflected
directly in lower pension benefits.

Life expectancy: The second pillar legislation and
regulations are silent on a key issue for all women,
whether rich or poor: how life expectancy will be used
in determining future private pension benefits. Inter-
nationally, private pension systems tend to pay lower
benefits to women based on their longer average life
expectancy, but there is no public system in the world
that discriminates in this way. The new second pillar is
ahybrid —publicly mandated and funded, but privately
managed. Should public principles prevail in its de-
sign, or should these questions be left to private pen-
sion managers? In the event of the second scenario,
what other groups will face discrimination because of
longer average life expectancy? Non-smokers, who
outlive smokers on average? Members of ethnic ma-
jorities, who on average outlive minorities? Those who
are free from predispositions to genetic diseases?
In this sense, gender discrimination would create a
dangerous precedent.

Child care and pension rights: Men who take
time off from work to care for their young children
are treated less generously by the pension system
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than women who do the same. This form of dis-
crimination penalizes men who share in child rearing
activities and has been eliminated in most countries
across Gentral Europe.

Some concluding remarks

The realization of pension reform is encumbered by
the long absence of specially designed compensat-
ing measures and employment programmes, as well
as by its ‘overlapping’ with reforms undertaken in
other important areas: privatization and restructur-
ing of the economy, health care, etc.

The application of a new pension formula, of a
mechanism for an annual updating of pensions, and
of new kinds of benefits and occasional additional
payments to pensioners —at Christmas, for example
— have improved the nominal amounts of pensions,
but they still lag far behind an adequate level for the
majority of pensioners.

The first phase of the supplementary compul-
sory pension insurance scheme has been declared
successful, due to such features as public control,
stable management and coordination with the public
pension system. Representatives of trade unions and
employers have received a relatively significant role
in the implementation of the corresponding regu-
lations and the execution and tracking of policies,
including the guarantee of the rights of employed
persons.

(Continued on page 240)
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B BURMA

Basic economic and social rights denied

3

=3

Burma Lawyers’ Council

As a country that has prioritized military expenditure
over welfare provision for its people during the past
four decades, Burma' has succumbed to an acute
economic and social crisis. The ruling State Peace
and Development Council (SPDC), which seized
power in 1988, continues to spend over 40% of the
national budget on the military, while International
Monetary Fund (IMF) figures estimate that under
1% of the gross domestic product (GDP) is spent
on health and education combined.? Consequently,
the people of Burma are systematically denied their
basic economic and social rights, whether it is ac-
cess to employment, health care, education, or other
fundamental needs.

Hunger is widespread and serious throughout
Burma, both in the areas affected by the ongoing
civilwar and elsewhere, and it is spreading both geo-
graphically and demographically. The causes of this
growing phenomenon have been found to be:

e The destruction of staple crops which provide
the local food supply.

e Uncompensated conscription of people to work
on state projects which do not leave enough
time for them to work their fields.

e Uncompensated conscription of ‘porters’toareas
far from their villages leaving them without time
to grow food.

e Forced relocation of people to areas where rice is
difficult to grow, or to unfamiliar terrain making
it difficult to find enough food.

e Aquotasystem whereby the villagers must pro-
vide a set amount of rice to the government well
below the market price, regardless of whether
or not the harvest was adequate, which leaves
people in debt and without any rice of their own
to eat (The People’s Tribunal, 1999).

1 Although the ruling military junta officially changed the
English version of the country’s name from Burma to
Myanmar in 1989, Burmese opposition groups continue
to use the name Burma because they do not recognize the
legitimacy of the military government.

2 Figures from Kachin Women’s Association Thailand (2005,
p. 15). See also UNDP (2000), which reported Burma’s
allocation of public resources at 0.2% of GDP.
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~ Peaceful co-existence and the guarantee of social security for all persons can be ensured only if the
¥ people’srightto self-determination is respected through an accountable, transparent and decentralized
system of governance. Above all, the issue of people’s severe lack of access to social security must be
resolved by three sectors of society: the state, civil society and individuals.
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Malnutrition, child soldiers
and theft of women'’s hair

Food scarcity has had an especially alarming impact
on the health and well-being of children in Burma.
A United Nations report stressed that “the level and
depth of hardship among families in Myanmar is
vividly reflected in high rates of malnutrition among
pre-school-aged children. Even based on official
statistics, far too many of Myanmar’s children suffer
from wasting and stunting.” Describing the situation
as a “silent emergency,” the report adds: “Depriva-
tion on this scale indicates not only immediate need,
but also adverse long-term repercussions for the
health and intellectual development of the affected
children” (Lallah, 2000a, para. 36, p. 10). According
to the UNICEF report The Progress of Nations 2000,
45% of Burmese children under five are stunted in
growth, and according to the World Health Organiza-
tion (WHO), 39% are underweight. Food deprivation,
repeated illness, lack or absence of health care and
death or forced relocation of parents appear to be the
major causes of the phenomenon of stunted growth
in children (Lallah, 2000b, p. 10).°

The lack of adequate social protection provided
by the state forces people to seek their own means
of survival. The often desperate measures adopted
place people at further risk of vulnerability to exploi-
tation and abuse.

3 Paulo Sérgio Pinheiro, Special Rapporteur of the
Commission of Human Rights on the situation of human
rights in Myanmar since 2001, has not been allowed to visit
the country since November 2003. Consequently, political
discussions with the Government of Myanmar have taken
place only outside the country on limited occasions.
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Families that cannot afford to pay for their chil-
dren’s needs often send them to work as child sol-
diers.*Burmais reported to have the highest number
of child soldiers in the world (CSUCS, 2001), with
unofficial sources estimating the figure to be around
50,000 (Lallah, 2000b, para. 49, p. 10). Children
lacking basic social security, such as street children,
orphans and children belonging to ethnic minori-
ties, are believed to be the most vulnerable to forced
recruitment.

Another indicator of Burma’s lack of social se-
curity is the growing number of reported cases of
the theft of women’s hair since 2003. Hair purchas-
ing centres have dramatically increased in Rangoon,
where 1.6 kilograms of hair can be sold for up to MMK
500,000 (USD 400).5 Rising incidents of women’s hair
being cut off at crowded places to be sold to these cen-
tres, as well as women who secretly sell their hair to
buy food despite the dignity associated with long hair
in Burma, reflect the increasing need of the population
to compensate for their lack of income.

A more alarming trend is the continuing inci-
dence of trafficking of women as a result of pov-
erty and lack of employment opportunities. Due
to the failure of the state to provide identification
documents, these women and girls are denied
their right to travel or migrate legally and thus
become vulnerable to trafficking. Once trafficked,
the majority of women and girls are forced into
sex work or sold as wives in China, where they are
often exploited and abused due to their lack of le-
gal status (Kachin Women’s Association Thailand,
2005, p. 22).

4 Voice of America, 25 April 2007 [in Burmese].
5 The Kantarawaddy Times, 16 May 2007 [in Burmese].
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Factors that aggravate social insecurity
A ‘military welfare state’

The principal policy of the SPDC is to strengthen
military might through rigid centralized control.
Burma has the highest budget allocation for military
expenditure in Southeast Asia, amounting to over
40% of its national budget, which excludes hidden
accounts and subsidies to the armed forces (Selth,
2002, p. 135). The size of its army has more than
doubled since 1987, from 186,000 personnel to
428,000 in 2004 (Encarta, 2007). It is estimated
that arms imports comprise more than one-fifth of
total imports (WLB, 2006).

A related SPDC policy is to create a military-
dominated society, or a ‘military welfare state’, as
opposed to a social welfare state that ensures that
wealth and security are shared by the majority and
nobody is excluded. This policy has resulted in the
under-development of physical infrastructure for
the people, such as electricity, transportation and
communication systems. Only an elite few are able
to receive basic health care services or achieve a
moderate level of education (HRDU, 2005b).

The decision by the ruling military junta to
move its capital from Rangoon to Naypyidaw in
November 2005 is a case in point. Huge costs have
been incurred to build a vast military complex, golf
courses and high-rise government buildings, yet
there are few signs of the schools and hospitals
that the government has promised (Sipress, 2005).
Electricity supply to the area, which was already
erratic before the move, has become even more
unreliable (McGeown, 2006). In addition, villagers
and farmers have been forced off their land and their
properties have been destroyed to make way for the
building of new administrative offices, residential
homes and military barracks (Democratic Voice of
Burma, 2005).

In such times of hardship, the people lack
unemployment insurance or public financial sup-
port. Despite an existing pension system, civilian
pensioners live in dire need of subsidies as the pen-
sions they receive barely cover the cost of a few
days of food.

Obstacles to civil society
and private sector involvement

The government’s failure to adequately transfer its
social security responsibilities to other sectors is
illustrated by the impact of its resistance to the emer-
gence of civil society inside Burma combined with
its convoluted privatization policy. The SPDC does
not cooperate effectively with international organiza-
tions in providing aid to the country’s citizen, while
it rigidly restricts the operations of local people’s
organizations.

The Joint United Nations Programme on
HIV/AIDS (UNAIDS) reports that resources made
available to combat HIV/AIDS are meagre in com-
parison with the magnitude of the problem, which
is exacerbated by the SPDC’s reluctance to permit
international non-governmental organizations to
work in collaboration with community-based or-
ganizations. Permits to visit patients are difficult to
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obtain and access to high-risk groups and vulnerable
groups is restricted. UNAIDS has warned of a grow-
ing epidemic in Burma and indicated that the ruling
regime has largely been ignoring it (Lallah, 2000a).

Flagrant neglect by the SPDC of its own citizens’
health has resulted in Burma’s overall performance
in health being ranked second-to-last: 190th out of
191 states (WHO, 2000). Its policies in health “still
appear to be indecisive and inadequate” with “wide
inequality of access to adequate health care, both
preventive and curative.” (Lallah, 2000b, p. 7). De-
nied the basic right to health, some people cross the
border to Thailand to receive free medical assistance
at the Mae Tao clinic.® It is estimated that over 100
patients from Burma arrive at the clinic each day. The
poor quality of public health care services is undeni-
able and must be addressed urgently throughout
the country.

Laws enacted by the SPDC have contributed to
the lack of effective privatization of social security
services. For instance, without declaring a privatiza-
tion policy, the SPDC enacted the Law Relating to
Private Health Care Services on 5 April 2007, which
is purportedly aimed at the systematic participa-
tion of private care services as an “integral part” of
the national health care system. However, this law
essentially lacks positive foundations for the suc-
cessful operation of private health care services.
For instance, there is no provision authorizing them
to communicate with the international health com-
munity independently, and receive financial, material
and academic assistance. Nor is there any provi-
sion stipulating the obligation of the state to facilitate
access by private health care services to advanced
medical equipment, hospital construction materials,
emergency transportation, communication, electric-
ity and other basic infrastructure, or reduced taxes.
Instead, the law imposes negative prohibitions on
private health care services, and penalties for viola-
tions of the law range from a minimum of six months
to a maximum of five years imprisonment.

Similarly, the Law Relating to Forming of
Organizations, enacted by the SPDC in 1988, ob-
structs the formation and independent functioning
of all organizations, including those which attempt
to promote the social welfare of local people. Sec-
tion 5 vaguely prohibits “organizations that attempt,
instigate, incite, abet or commit acts that may effect
[sic] or disrupt the regularity of state machinery,”
and anyone found guilty of such an offence can be
punished with a prison term of up five years. Penal-
ties rendered under the law have created situations in
which organizations operated by local civilian people
are strictly controlled on one hand, while lackey or-
ganizations of the SPDC, such as the Union Solidarity
Development Association, Myanmar Maternal and
Child Welfare Association and Myanmar Red Cross
—operated by the military leaders, wives and relatives
of the military leaders, ex-army personnel and their
cronies — enjoy opportunities to communicate with
the international community and receive develop-
ment and social welfare assistance under the guise
of civil society.

6 Nightingale, 9 January 2007 [in Burmese].
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Deprivation of livelihood
and lack of income security

Farmers are effectively deprived of the right to own
land. Under the Land Nationalization and Agricultural
Lands Act of 1953, the transfer, partition or lease of
land can only occur with permission from the au-
thorities. The 1963 Tenancy Act usurped the right of
landowners to lease their land, and the 1963 Protec-
tion of the Right to Cultivation Act stipulated that
land would be protected from confiscation except
in the case of “(a) non-payment of dues owing to
the State, and (b) disputes arising from inheritance
cases or actions taken by the State for security rea-
sons.” (HRDU, 2006).

The regime is further granted authority to con-
fiscate land through Notification No. 4/78, enacted
on 18 September 1978 (HRDU, 2005a). This notifi-
cation establishes that failure to sow the allotted land
with the earmarked crops to obtain optimum results,
or failure to sell the full crop quota to the state at the
stipulated price, would result in confiscation of land.
Currently village and township administrators have
the power to confiscate land and the cultivators are
compelled to follow their dictates with no means to
protest.

The primary reason behind land confiscation
and forced displacement of people is to further ex-
tend the SPDC’s military control over the country.
This includes the establishment of military encamp-
ments, state enterprises and development projects to
bolster the position of the SPDC. Confiscated land is
also often used to grant concessions to foreign com-
panies, to benefit the SPDC’s lackey organizations, as
well as to obtain access to natural resources.

One example is the continued sale of Burma’s
timber to foreign companies. According to the World
Resources Institute (1998), the rate of deforestation
has more than doubled since the present military
regime came into power in 1988. Forest devastation
continues in the states of Kachin, Karen and Karenni,
benefiting only the SPDC officials and Chinese com-
panies (PKDS & KESAN, 2004, p. 3-4).

Development projects that have led to forced
displacement in Burma include the construction of
infrastructure, mines, irrigation systems, and natural
gas and oil extraction facilities, as well as commercial
agricultural fields and military bases (TBBC, 2005;
HRW, 2005). According to Earth Rights International
(2005), “dozens of large-scale dams (15 meters in
height) have been already built or are currently un-
der construction throughout Burma, especially in the
central region of the country.” The construction and
resulting water displacement of these hydroelectric
dams necessitate the mass relocation of those living
inthe affected area.

(Continued on page 240)
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B CANADA

Insecurity amid wealth

North-South Institute
John Foster

Canada’s ‘system’ of social supports is a complex
patchwork. Its origins extend to the 1920s (old age
pensions for long-term residents 70 years and old-
er). In 1965 Canada established a national pension
scheme, the Canada Pension Plan, which built on a
model established in the Quebec Pension Plan: uni-
versal, contributory, portable pensions with funds
invested by the government. In 1966 the federal gov-
ernment picked up 50% of social assistance costs
with the Canada Assistance Plan, which established
national guarantees and the principle of a right to
welfare assistance, and provided the poor with the le-
gal right to challenge denial or reduction of benefits.
This key element of rights recognition was abolished
in 1996 and national standards and the concept of
the right to welfare disappeared with it.

Canada has ratified the International Covenant
on Economic, Social and Cultural Rights and was
most recently reviewed by the ICESCR Committee
in 2006. Canadian rights organizations and NGOs
submitted detailed testimony on Canada’s failure to
fully implement the Covenant.

It is important to keep in mind that Canada is
a federal state, in which jurisdiction in a number of
areas essential to social policy is either almost ex-
clusively provincial or shared between provincial
and federal governments, while overall economic
policy is orchestrated by the federal authorities. This
division of jurisdiction, while it can lead to positive
creativity at the provincial level, also often results in
a confusion of regulations, frequently negative in its
impact on basic security.

Working more, earning less

Inequality in Canada is on the rise. As documented
in a study of Ganadian families earlier this year, So-
cial Watch’s Armine Yalnizyan (2007) noted that “In
2004, the richest 10% of families earned 82 times
more than the poorest 10% — almost triple the ratio
of 1976, when they earned 31 times more. In after-
tax terms the gap is at a 30-year high.”

The issue touches many more than the defined
‘poor’. Between 1976 and 1979, the bottom half of Ca-
nadians earned 27% of total earnings. Between 2001
and 2004, their share dropped to 20.5%, though they
worked more. Up to 80% of families lost ground or
stayed put compared to the previous generation, in
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inequality and sustain social security continue to be eroded.

The Canadian economy continues to lead the OECD in many respects. The federal government, after
anear-decade of surpluses, expects another surplus even larger than its own predictions. Employment
is relatively high in spite of a crisis in manufacturing. Yet ordinary Canadians are worried, and with
good reason. Their society is becoming more unequal by the day, and the public policies which combat
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both earnings and after-tax terms. This s occurring de-
spite the fact that 90% of Canadian families are work-
ing more —200 hours a year more —than in 1996.

For the employed the reality is that average real
wages (wages adjusted for inflation) have not in-
creased in more than 30 years. The economy has
grown 72% between 1975and 2005 in real per capita
terms. Labour productivity (in GDP per hour) grew
51%. Priorto 1975, real hourly wages grew steadily.
Since 1975 they have stagnated. Thus the oft-re-
peated promise that “a rising sea/growing economy
raises all boats” proves hollow.

There are some winners. For example, in the
insurance, finance and real estate sectors, wages are
up. There are also losers, such as transport sector
workers who are losing ground.

This wage stagnation is a significant factor in
explaining the growth in income disparity and inse-
curityin Canada. In terms of the overall economy, itis
clear that some benefit, and benefit immensely. The
share of corporate profits in the economy has been
rising steadily, and is now at its highest point since
1961 — 33.68% of the economic pie, after taxes and
some other factors are allowed for.

The federal government could innovate and lead
in guaranteeing security for all. It had enjoyed nine
successive budget surpluses as of 2006. Recently
announced projections for 2007-2008 indicate a
higher expected surplus than the government’s initial
projection of around CAD 3 billion.

Among Canadians there is a demonstrable
majority (80%-plus in most cases) that favours
government intervention to address the growing
gap and eradicate poverty. What steps do people
favour? Among the most popular are increasing the
minimum wage, improving the tax system by clos-
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ing tax loopholes on the wealthy and corporations,
providing low tuition to increase access to higher
education, subsidizing housing for those on lower
incomes, and assuring accessible child care.

A sense of insecurity

In polling undertaken by the Canadian Centre for
Policy Alternatives (part of Social Watch Canada) the
majority of Canadians (65%) indicate that they are
not benefiting from economic growth. Many state
they are only “a pay cheque away from poverty”
(CCPA, 2006).

Canadians believe that there is a widening gap,
with no significant variation in the strength of that
belief across income sectors. Some 65% believe
that the richest Canadians are those benefiting from
economic growth and prosperity. The continuation
of these impressions erodes belief in the possibility
of economic mobility.

Inequality yields many related expectations. Ca-
nadians believe the growing gap will feed an increase
in crime, although crime rates have been largely in
decline in recent years. They believe it erodes com-
munity solidarity which has been an important part
of ‘being Canadian’, that society is becoming in-
creasingly characterized by greed. They worry about
their children living less well than they have done.
Canadians see a more unequal society as a society
more like that of the United States.

Clouds on the horizon

Perhaps the most serious threats to Canada’s abil-
ity to assure greater social or human security to its
people come from the commitment of some of its
governments to increasing the privileges of those
powers, particularly in the corporate sector, while
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reducing the ability — some would call it democratic
sovereignty — of governments themselves.

The North American Free Trade Agreement
(NAFTA) has acted as a ‘chill’ on further government
intervention, while reinforcing unequal income dis-
tribution. Chief among current processes is the ‘Se-
curity and Prosperity Partnership’ between Canada,
the United States and Mexico. This executive-led
process includes a myriad of trinational administra-
tive committees working on deregulation and ‘har-
monization’ of practices, as well as a large agenda
of security and surveillance measures affecting the
movement of people, border supervision and pri-
oritizing the movement of goods and international
trade. Canadian federal officials asked by a parlia-
mentary committee if they could cite any specific ex-
ample of where a higher Canadian standard had been
accepted by the other two countries were unable to
do so. This ‘NAFTA-plus’ approach institutionalizes
processes which have encouraged the growing gap
in the last decades, rather than addressing them.

A provincial level initiative, the so-called Trade,
Investment and Labour Mobility (TILMA) accord be-
tween British Columbia and Alberta, extends corporate
privilege by allowing private interests to sue for up to
CAD 5 million for any alleged violation by provincial
governments, publicly owned corporations, school
boards or municipal governments. The sort of policy
which could be questioned would be, for example, the
‘buy local’ policy of a provincial crown (government-
owned) corporation, related to its own development
strategy. Adjudication would be by commerecial tribu-
nals, rather than Canadian courts. As a key academic
expert noted, “unrestricted private access to the dis-
pute mechanisms. ..would make almostany provincial
and municipal programme subject to attack” (Helliwell,
2007). This move is an intrusive extension of corporate
privileges created by NAFTA (Chapter 11). It has been
rejected by the government of the province of Sas-
katchewan, but is under consideration by others.

Who henefits?

The government has guaranteed that the middle class
in Canada, unlike that in the United Kingdom and the
Netherlands, has not declined. Canada, like Norway,
has seen a growth in the middle class segment of the
population, from 33% to 37% over the two decades
prior to 2000. The essential component, rather than
levels of employment, age, working women, etc., is
government policy: tax breaks for retirement sav-
ings, public medical care insurance, tax breaks for
first home purchase and much more.

Are these carefully orchestrated ‘tax and spend’
policies, focused on the middle class, also helping the
poor? According to the OECD, Canada dedicates 64%
of spending to the middle-class four tenths of the popu-
lation and a paltry 22% to the poorest three tenths.!

Theideological affection for continuing tax cuts,
voiced by leading members of the current federal
government, conflicts with the evidence that it is
a more activist tax and spend approach which has

1 These findings are based on OECD figures and on the
study “The Decline of the Middle Class: An International
Perspective” by Monmouth University professor Steven
Pressman, as outlined by Saunders (2007).
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kept Canada a competitive and agile economy and
kept a significant sector of the population relatively
comfortable. Tax cuts will not assist extension of
the helpful elements of income policy to help lift the
poorest out of poverty.

Continuing elements of social security

Decent work at a decent wage: Employment is rela-
tively high currently, with a declining domestic labour
poolandthe likelihood of increased dependence onim-
migration and an expanding interest in guest workers,
whose temporary status lacks the guarantees which
union protection could provide. The quality of work has
shown no improvement, and the proportion of people
in precarious employment has not been reduced.

One of the key guarantees is that of minimum
wage levels in both federal and provincial sectors
of the labour market. There are currently positive
signsthat several provinces are increasing minimum
wages (although not necessarily to poverty line in-
comes), in part due to active public campaigning by
the labour movement and allied organizations.

Unemployment insurance: Canada’s unemploy-
ment insurance programme was conceived in the lee
of the Great Depressionas a contributory planin which
the government backed working people in providing
guarantees against sudden or catastrophic loss of
wage income. In 1996, Unemployment Insurance was
changed to Employment Insurance, and the resulting
changes in eligibility rules have led to dramatic reduc-
tions in coverage, from 82.9% of unemployed Cana-
dians in 1989 to 43.5% in 2004. The most seriously
affected include new immigrants, recent entrants to
the labour market, youth and non-standard workers.
Women have fallen further behind men as the gender
gap trebled between 1996 and 2004.

Child care: The Liberal federal government in
power prior to 2006 introduced Early Learning and
Child Care Agreements with the provinces, subsidiz-
ing an expansion of high-quality child care provision.
The Conservative government which took its place
ended those agreements and introduced the so-called
Universal Child Care Benefit, which offers much re-
duced funds (aflat payment of CAD 100 for every child
under the age of six provided to all families, includ-
ing those that do not need it) and no guarantees that
the funds will be used for public child care. Thus the
promise of a nationally available, quality public child
care system has been deferred once more.

Health care: Canada’s universal, portable, public
health insurance system is the envy of many neigh-
bours, and a number of social movements seek its ex-
pansion into dental, optical and pharmaceutical insur-
ance. Itis under constant attack by advocates of private
insurance, renewed since a Supreme Court decision
struck down the prohibition of private insurance alter-
natives in Quebec. While the federal government has
responsibility for enforcing guarantees in the Canada
Health Act, it has proven very timid about doing so.

Pensions: An aging population together with
more precarious work lives with less secure benefits
make the public system more important than ever,
but there are strong pressures to convert what is
essentially a pool for public investment into a high
exposure to risk in the stock market.
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Housing: A national housing policy and national
initiatives to assure affordable housing have virtually
disappeared from the federal government agenda.

Access for the poor and First Nations: Recent
government actions have shut down assistance for
recourse to the courts in defence of rights, essential
for the poor, women and marginalized groups. The
current federal government struck down a broad ac-
cord with First Nations without yet replacing it with
anything as comprehensive. A decade without Canada
Assistance Plan guarantees has left many segments of
the poor and marginalized with eroded security.

Moving forward?

Twelve years after the Copenhagen Summit on Social
Development, Canada lacks a national strategy for
eradicating poverty. Even Parliament, which more
than a decade ago pledged to end child poverty, has
failed miserably toimplementits ‘commitment’. Early
in 2007 the National Council of Welfare, a quasi-offi-
cialadvisory body, called for a joint federal/provincial
strategy for Canada.

The most recent federal budget (March 2007)
initiates a Working Income Tax Benefit (WITB) de-
signed to encourage those venturing from welfare
support to working income. The working poor may
be minimum wage earners, and those earning more
than the minimum but still below official poverty
lines.

If the objective of the new tax benefit was to get
working families out of poverty, it stumbles partway
there. It phases out below the poverty line, and the
need to coordinate the federal initiative with existing
provincial programmes will take lengthy negotiation
and a good deal of confusion meantime.

Nevertheless, as one key policy group com-
mented, “WITB has economic as well as social jus-
tice purposes that must be taken into account in any
evaluation or cost-benefit analysis. It should help
reduce welfare caseloads —to some extent —and re-
sulting costs. More Canadians working will translate
intoincreased consumer spending and tax revenues.
At a time of growing labour shortages, it is all the
more important to help make work pay better for low-
earning workers and keep them from falling into the
welfare net where they might no longer participate in
the labour force at all.” (Battle et al., 2007)

Quebec has implemented a ‘comprehensive’
strategy to combat poverty and social exclusion,
including increases in the minimum wage, housing
with attention to people with disabilities, work pre-
miums and additions to social assistance. The latter
have been indexed to inflation.

Newfoundland, after extensive community con-
sultation, has recently announced perhaps the most
comprehensive package of policies designed to ex-
plicitly reduce poverty, including specific attention to
the needs of First Nations. Included in its objectives
are increased disability support, increased availabil-
ity of affordable housing, increased income support
levels, support for skills development, income sup-
port for youth and strengthened public early learning
and child care systems.

(Continued on page 241)
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B COLOMBIA
Scant guarantees

Escuela Nacional Sindical
Corporacidn Region'

In 1990 Colombia adopted a new economic model in
which free market flows were seen as the engine that
would drive development, and on this basis a series
of structural changes were made to the country’s
regulations and institutions.

The social protection system now operates in
line with this philosophy. It consists of two main
components: the integrated social security system
(health, pensions, work risk insurance), and the
social assistance system (benefits and support in
food or in money). The laws governing both sys-
tems allow private agents to operate in the spheres
of health and pension administration. Alongside
this, a subsidized public health care scheme has
been created.

Access to social security is conditioned
by the market

Private pension funds based on the principle of indi-
vidual accounts have been set up, but the previous
system, based on defined benefits and the public
administration of resources, has been retained. In
the health care sector, the insurance system was
changed to allow private sector participation, while
the state discontinued financing for the hospital
system (i.e. subsidizing the supply of service) and
instead grants subsidies to the poorto pay for health
care. Hospitals and other health providers now have
to finance themselves by charging for services.
Over the years, legislative changes to promote
a free market system have tended to restrict rather
than to widen access to health care. In2001, a consti-
tutional reform was made to the system of transfers,?
and this gave rise to the current general system of
competition in participation and distribution. The
main changes in the social protection system have
been: the conception, management and institutional

1 Héctor Vasquez Fernandez, José Fernando Gutiérrez, Rubén
Ferndndez and Antonio Javier Jaramillo participated in
preparing this report.

2 Onaverage, transfers amount to 67% of departmental
budgets and 46% of district and municipal budgets (except
Bogotd) and constitute the main source of funding for social
expenditure; 53% goes on education, 23.5% on health,
10% on basic sanitation services and the remaining 13.5%
on nutrition, senior citizens’ and employment promotion
programmes. Since 2002, these transfers have been falling
as a percentage of GDP.
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Changes have been made to social protection that involve privatizing the health and pension systems
and breaking up social benefits programmes into a series of separate initiatives focused on specific
population groups. Access to social security increasingly depends on the ability to pay, which goes
against its whole legal basis and violates the principle of citizen equality.
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organization of social policy; the adjustment of the
labour market to the new trends, with the aim of re-
ducing the country’s pension liabilities; a reprise of
a social assistance system; and the creation of the
Social Protection System (SPS).

This new conception of social policy is based
on the latest proposals from the World Bank about
the theory of social risk management. The argument
is that the SPS can assist individuals and communi-
ties to adequately manage social risk and coordinate
economic development and protection for the most
vulnerable sectors of society and for those living in
extreme poverty (Rodriguez, 2006).

In January 2007 the government promulgated
Law 1122, which does not alter the privileged posi-
tion of private service providers. The changes that
have been introduced still shift responsibility to
contributors and regional bodies, which now have
to allocate greater resources to try to extend the cov-
erage of the benefits regime because the national
government’s proportion is reduced. Besides this,
people between 19 and 24 years old who are single,
unemployed and not students are excluded from the
regime, as are population sectors in level 3 of the
System for the Selection of Beneficiaries of Social
Subsidies (SISBEN).?

To make matters worse, Congress has defini-
tively separated the general contributions system
from current state revenues, which means cutbacks
for regional bodies that amount to COP 52 billion
(USD 27 million) over the next 11 years in the areas

3 Level 3 of the SISBEN includes people with family income that
corresponds to three basic food baskets, which is equivalent
to one minimum salary per month per family. According to
the national average established in a PROFAMILIA survey, the
average family consists of 4.1 persons.
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of education, health, basic sanitation, nutrition pro-
grammes and care for the elderly.

Fragmentation of social assistance

President Alvaro Uribe’s first government failed to
reach the social security and protection goals set
in its development plan for 2002-2006 entitled “To-
wards a Community State”. This impeded moves to
assist and resettle the population groups that have
been displaced by the armed conflict, to establish a
system of minimum charges for health services and
toachieve universal health care coverage. At present,
inthe government’s second term, itaims to complete
the task, and this includes bringing seven million
Colombians into the subsidized health regime and
incorporating 300 hospitals into the Modernization
and Restructuring Programme.

One of the mechanisms for this is the Network
of Social Protection Against Extreme Poverty. In
2006 the Uribe government proclaimed that in its
second term it would extend coverage to 1.5 million
families (some 7.4 million people) in extreme poverty
through public assistance programmes (CONPES,
2006). The new social management model incor-
porates monitoring by social management bodies
(including the army, local authorities, church groups
and NGOs) that will be required to collect and sys-
tematize information about the beneficiaries, draw
up a ‘Life Plan’ for each and every family, and monitor
progress to ensure that the state honours its obliga-
tions in this area.

Economic growth without job creation

Inits first development plan, the Uribe govern-
ment set the goal of creating 2.2 million new jobs in
four years. This target was based on the belief that
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economic recovery and labour legislation reform
would have a positive impact on employment. The
aims of the reform were to “establish regulations to
promote job creation and widen social protection.”
But what actually happened was that the extra 35%
paid for night work between 6.00 pm and 10.00 pm
was abolished, pay for work on Sundays and bank
holidays was cut by 25%, and the rates of indemnity
for dismissal without just cause were halved.

This reform was promulgated when the country
was barely beginning to recover from the worst eco-
nomic recession in its history, during which the eco-
nomic growth rate fell by more than four percentage
points and unemployment soared to around 20%. It
was implemented at a time of extraordinary global
economic growth and unprecedented rises in the
prices of Colombia’s main export products.

Also, massive emigration during this period in-
creased the flow of remittances, which underwent a
fivefold increase between 1996 and 2005, and since
2004 have been the country’s third biggest source of
foreign currency, after oil and coal exports (Khou-
dour-Casteras, 2006).

These indicators go a long way towards ex-
plaining why more jobs were created and why the
GDP growth rate has risen. This is evident in Table
1, where it can be seen that in the first four years the
employment rate increased and unemployment fell.

However, four years after this reform was first
implemented and with the economic growth rate at
around 7%, not only has employment fallen a long
way short of the targets in the development plan, it
has not even risen to the levels that prevailed before
the 1999 crisis.*

Lack of decent work and social protection

Precarious employment. Employment has become
more precarious in recent years in terms of duration,
income, and respectfor rights. However, the proportion
of workers who are members of unemployment insur-
ance funds (21%) and family benefit funds (27.5%) is
indicative of a certain level of labour stability.

Limited access to social security. Although
health, work risk and pension coverage is guaran-
teed to all workers by law, only 40.7% of people
who work belong to the health regime, only 32%
are covered against work risks, and only 26% are in
pension schemes. All other workers have no social
protection, and they have to prove they are poor to
qualify for SISBEN health coverage, or pay for social
security on their own account.

Lack of trade union freedom and social dialogue.
In Colombia, trade unions are subject to systematic
violence (in the last 20 years more than 2,500 union
representatives and members have been murdered);
government and business elites have an anti-union
culture (President Uribe regards labour rights as
“privileges”); trade unions have to rely on clandes-
tine funding; and the labour code is obsolete, it does
not include international ILO conventions and it only
applies to workers with employment contracts.

4 In2006, GDP increased by 6.8%, employment fell by 4
points, unemployment went up by more than a point, and
underemployment by 4.5 points.
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TABLE 1. Labour market indicators

| ®

2002 2003 2004 2005 2006 2007
Economic (GDP) growth rate 1.9 3.9 49 47 6.8
Employment rate 52.8 54.8 534 54.6 50.3 49.6
Unemployment rate 15.1 13.1 121 10.2 1.4 12.8
Underemployment rate 33.1 33 314 316 36.1
Employment rate for men 65.9 67.6 67.3 68.2 64.9
Employment rate for women 41.0 434 40.7 424 374
Unemployment rate for men 12.4 10.2 9.01 7.8 8.9
Unemployment rate for women 18.7 16.8 16.2 135 149
Informal work 61.3 60.6 58.6 58.7 58.5
Employed population 17,065,785 | 18,092,892 | 18,004,879 | 10,804,843 | 17,667,878

Source: Compiled by the author based on DANE quarterly labour market data. See: <www.dane.gov.co>.

All these factors explain why less than 5% of
working people belong to a union, less than 400 col-
lective labour agreements are established each year
(while the Company Superintendent’s office reports
financial information on more than 3,000 enterprises
peryear),and less than 1% of the working population
has the benefit of collective agreements.

A weak state, a business culture of illegality.
A great many business owners do not comply with
their legal obligations, and the state fails to fulfil its
responsibility to carry out inspections. Colombia
ratified ILO Conventions 81 (in 1947) and 129 (in
1969) relating to labour inspections, but it excluded
inspections in the area of trade, which is one of the
sectors where the enforcement of workers’ rights
is most problematic. What is more, as the Minis-
try of Social Protection itself has reported,® there
are far too few labour inspectors to cope with the
widespread problems of illegal work and evasion,
and this is a clear violation of what is laid down in
Convention 81.

Conclusion

In recent years there has been an improvement in
some indicators, in particular as regards access to
social security. Trade union action and censure of the
Colombian government by international bodies has
pressured it to adopt a tougher stance with respect
to employers’ obligations, which include registering
their employees for social security and family benefit
funds, and paying the due contributions.

Fourteen years after the law to reform the so-
cial security system and promote universal protec-
tion came into force (Law 100 of 1993), barely 62%
of the population has health coverage. The pension
situation today is no better than it was in 1993,
with a coverage rate of only 28%. The number of
peopleinsured against work risks has notincreased
because the informal sector is still excluded. How-
ever, the system as it stands today has made some

5 Asthe National Trade Union School directly verified (30
September 2004), the failure of many employers to comply
with labour standards has reached such a point that just
one office (the Antioquia Regional Labour Office) received
69,000 individual complaints in one year, of which 45,000
were verbal, 24,000 written, and another 700 were collective
complaints submitted by trade union organizations.
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‘progress’, such as the introduction of the sub-
sidized regime registration card, which gives the
vulnerable population a feeling of belonging, and
any attempt to interfere with membership is firmly
rejected by the people affected. m
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B COSTA RICA

Social protection: a view from childhood and adolescence

Federacidn de Organizaciones de Defensa de Derechos
de los Nifios, Nifias y Adolescentes en Costa Rica
(COSECODENI)!

The social spending which the state carries out is
an effective yardstick to measure the effort actually
made to promote social security and guarantee the
full exercise of human rights, in particular economic,
social and cultural rights.

The Costa Rican state’s social spending during
1998-2003 rose from 16% to 18.7% of the gross do-
mestic product (GDP). This spending is aimed at five
general areas: education, health, social assistance,
housing, and recreation, culture and religion.

Figure 1 shows the relative structure of social
spending. It should be noted that expenditure on
education, health, and social assistance combined
constitutes over 90% of the total, whereas expenditure
on recreation, culture and religion (which includes
sports, cultural, recreational and religious services)
makes up less than 1% of the total social spending.

As a percentage of GDP, the relative structure of
social spending has undergone slight modifications
during the period. There has been a slight increase
(one percentage point) in education and health
expenditure, while at the same time the growth in
social assistance expenditure has declined slightly.
Expenditure on the housing sector has remained
practically unchanged, as has the minimal spending
on recreation, culture and religion.

In Figure 2, however, it is worth noting the
dynamic growth of the proportion of GDP devoted
to servicing the public foreign debt. In comparison
with the social spending components, the amount
devoted to paying the debt is rising at a much faster
rate, more than doubling during 1998-2003. Grow-
ing pressure to service the foreign debt is evident,
even when this implies curbing expenditure on sec-
tors which are key to the country’s development and
to creating the conditions necessary for the exercise
of human rights.

1 COSECODENI is a member of the Costa Rican Social Watch
Network. This report is an extract from the Alternative
Report presented to the United Nations Committee on the
Rights of the Child. Coordinating Team: Virginia Murillo
Herrera (Defence for Children International-Costa Rica),
Xinia Brenes (YMCA), Catalina Fernandez (Casa Alianza).
Alternative Report Work Team: Juan Carlos Zamora (Defence
for Children International-Costa Rica), Djamila Salas (Aldeas
S0S), Catalina Fernandez (Casa Alianza), Josial Salas (World
Vision).
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The low specific budgetary allocations for health care and social welfare programmes for minors
demonstrates that the protection of the rights of children is not given the priority required by the UN
Convention on the Rights of the Child and Costa Rica’s Childhood and Adolescence Code.
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Paradoxically, the debt contracted by Costa Rica
to finance its development process has become a
heavy burden weighing down the very development
it should have facilitated. The country’s foreign debt
stands at USD 3.753 billion, and 40% of this amount
is owed to multilateral organizations whose declared
mission is to promote development and the exercise
of human rights in developing countries.

It is also worth noting that in no year has ex-
penditure on education reached 6% of GDP as
required by the Constitution, thus constituting a vio-
lation of the Constitution itself and of the principles
which establish priorities for the most vulnerable
sectors of society.

A guarantee for the future

Itis also clear that not all social spending is aimed at
children and adolescents, and so it would be enlight-
ening to attempt to visualize the proportion of this
expenditure that specifically benefits minors.

The Convention on the Rights of the Child,
ratified by the United Nations in 1989, is a broad
compilation of the civil and political rights and of
the economic, social and cultural rights of minors.
It has been affirmed that for each of these groups of
rights the state should adopt a different attitude, in
order to provide citizens with guarantees regarding
these same rights. Although civil and political rights
establish that the state should abstain from taking
measures which could limit them, in the case of eco-
nomic, social and cultural rights, it is necessary for
the state to adopt positive measures in order to make
them possible.

Further to these arguments, in the case of the
rights of minors, basic measures and actions are
required, and these should be aimed, on the one
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hand, at directly guaranteeing fundamental rights
such as health and education, and on the other, at
enabling children and adolescents to enjoy these
rights adequately. Not only must there be investment
in education, but specific measures must also be
taken to guarantee that all children are enrolled and
effectively remain within the educational system.

In 2001, according to UNESCO (2004), 17%
of expenditure on education was allocated to higher
education and 9% to vocational training. Therefore,
74% of the total spending on education was directly
channelled into general education (including study
incentives), an area in which the great majority of
beneficiaries are minors.

However, the same study shows that study in-
centives (grants, vouchers, school dining rooms and
school transport) represent only 4% of expenditure
on education, which is surprising, since these pro-
grammes are the main strategies established by the
government to increase inclusion, permanence and
school success of the broad sectors which are cur-
rently excluded.

Half of the resources allocated to general edu-
cation are focused on primary education, which ex-
plains to a large extent the marked deterioration of
secondary education.

A health model that gives little priority
to children

As regards health, 77% of the total spending focuses
on curative medical services, while only 17% of ex-
penditure on the sector is devoted to primary health
care (illness prevention and health promotion).

It has been shown that adolescents are the least
frequent users of the curative model whilst simulta-
neously constituting one of the groups which most
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B EGYPT

Shrinking state role undermines social protection

The Egyptian Association for Community Participation
Enhancement
Dr. Majdi Abdel-Hamid

The application of liberalization and structural adjust-
ment policies in Egypt resulted in a range of adverse
social repercussions. The right to work enshrined in
the Constitution has lost its meaning, and the living
conditions of the working class have deteriorated due
tothe rise in unemployment and decline in real wages.
Weak levels of economic growth, along with the ab-
sence of active industrial expansion, represent size-
able obstacles for the jobless as well as new entrants
into the labour market in terms of finding jobs that
offer consequential returns for both the economy as
awhole and the individuals themselves. Serious gaps
have emerged in the distribution of income and wealth
among rural and urban segments of the population,
while the incidence of poverty has risen, especially in
rural areas. This was, in fact, the inevitable impact of
the reduced developmental role of the state and the
declineinits social duties. The rich became even richer
andthe poor poorer, as the policies adopted are gener-
ally biased towards the rich and the concept of equality
of opportunities is usually traded off.

Social protection provided by the government
to vulnerable segments of the population shrank with
the increasing pressure on aid allocations, education,
and health care, the continuous rise in the cost of
basic services such as water, electricity and trans-
portation, and the increase in fees levied on services
provided by governmental authorities. There are no
signs of policy change to remedy these adverse reper-
cussions. On the contrary, successive governments
have reinforced these impacts, under the growing
influence of those calling for a free market economy
and integration in the globalized capitalist system. It
should be kept in mind that capitalism transforms
many public services into private services, as the
concept of public goods is abandoned and social
issues are addressed from a market mentality.

Income distribution, poverty and safety nets

Poverty is closely related to two issues: economic
growth and equitable distribution. More often than
not, weak levels of economic growth are among the
main causes for poverty, which means thatimproving
and maintaining growth are crucial for poverty reduc-
tion. This however is a necessary but not sufficient
factor, because if the benefits of economic growth
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social outbursts with dire consequences.

Decades of liberalization and structural adjustment policies have severely undermined what was
once a highly developed social protection system. Most old-age pensions do not cover even the most
basic needs of daily life, while the burden of payment for health care services is increasingly shifting
to individual shoulders, and even the public health insurance system is being partially privatized.
Meanwhile, growing poverty and inequality are creating social contradictions that threaten to lead to
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are not adequately distributed, increased growth will
not automatically lead to reduced poverty. In order
for growth to favour the poor, there must be policies
toreduce gaps in levels of income, wealth and assets.
Hence in order to reduce (and eradicate) poverty,
increased growth must be accompanied by improved
wages, productivity, and job opportunities, especially
since low wage earners, low productivity workers
and the unemployed represent a large share of the
population most vulnerable to poverty.

A quick overview of the evolution of the share
of wages in GDP over the last 30 years depicts a
significant deterioration in the conditions of wage-
earners during this period. In 1975, wages represent-
ed about 40% of GDP; this share dropped to a third
in 1985-1986 and to a fourth in 1995-1996. Although
the share of wages in GDP rose slightly during the
first five years of the new century, it remained below
the level achieved 25 years earlier. Assuming that the
descending trend that extended between 1974-1975
and 1999-2000 was maintained, wages would not
make up more than 21% of GDP in 2004-2005.

Finally, the provision of social safety nets (edu-
cation and health services, pensions, social assist-
ance, etc.) is considered to be crucial for reducing the
share of people who fall below the poverty line.

Social insurance does not protect
pensioners from poverty

One of the longest standing and most highly de-
veloped safety nets is the social insurance system,
which ensures that beneficiaries and/or their families
are compensated for risks that leave them unable to
work, and thus unable to generate income. This sys-
tem basically relies on contributions paid by employ-
ees and employers, with benefits paid out in cases
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of work-related accidents, sickness and maternity,
unemployment, old age, disability and death.

In terms of coverage, Egypt’s social insurance
system is one of the most highly developed in the
world, covering workers in both the formal and infor-
mal sectors, employers, government employees, sea-
sonal workers and workers based abroad, as well as the
armed forces, with 2 wide range of social provisions.

However, the question remains: Is the social insur-
ance and social security system playing its role in terms
of providing individuals with pensions that are adequate
to ensure an acceptable standard of living upon retire-
ment, old age, disability or death, in the case of survi-
vors’ pensions? In order to answer this question, it is
worth considering the following figures.

The minimum monthly pension for the self-
employedis EGP 35 (USD 6), while 75.4% of formerly
self-employed pensioners receive less than EGP 100
(USD 18), and almost all of the pensioners in this
category (99.1%) receive less than EGP 200 (USD
35). As for those who were salaried employees in the
formal sector, more than half (52%) receive monthly
pensions under EGP 100.

Seasonal and informal sector workers are eli-
gible for participation in an insurance scheme under
the so-called Comprehensive Social Security System,
which is limited to old-age, disability and survivors’
pensions (in other words, they are not provided with
the sickness, maternity and unemployment benefits
offered by the conventional social insurance scheme).
In return for a monthly contribution of EGP 1 (USD
0.18), subscribers to this scheme receive pensions
that currently average EGP 80 (USD 14) a month.

Meanwhile, for those not covered by any social
insurance scheme, there is a social security pension
known as the ‘Sadat pension’, an unfunded monthly
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benefit paid ona means-tested basis to the elderly poor
aged 65 and over. In September 2006, the government
raised the social security pension from EGP 60 to EGP
70 (USD 11 to USD 12.50) for recipients living alone.

These figures are more meaningful when com-
pared, for example, to the poverty line, which is cur-
rently set at EGP 3,000 (USD 533) annually — or EGP
250 (USD 44) a month. In fact, this poverty line is
quite modest, as it represents just over EGP 8 a day,
orless than USD 1.50. This amount is barely enough
to purchase three humble meatless meals and two
cups of tea, thus leaving other basic needs — other
essential food and drink items, health care, education,
housing, clothing and transportation — unsatisfied.

Many segments of the population fall below
the poverty line due to the inexistence of alternative
sources of income, including 69% of those eligible
for pensions who were salaried employees, all of
those who were self-employed, and all recipients
of the so-called Sadat pension, even after the recent
increase in benefits.

The dangerously increasing
privatization of health care

Public spending on health care faced tremendous
pressureinthe 1980s and 1990s amidst the shrinking
socioeconomic role of the state in an effort to reduce
the budget deficit. The decline in public spending
on health transferred spending from public funds
to private ones, in other words, to individuals and
households.

According to the World Health Organization
(WHO), total expenditure on health in 2004 amount-
ed to 6.1% of GDP. Private expenditure represented
61.8% of total expenditure, while government ex-
penditure accounted for just 38.2%."

These figures are especially troubling when one
compares Egypt to the rest of the world. The ratio of
public spending on health care to GDP is lower than
the 3% average of middle-income countries, to which
Egypt belongs. Moreover, individuals carry a bigger
share of the health bill (61.8%) than their counter-
parts in other middle-income countries (50.4% on
average). It is also noteworthy that Egyptians carry a
heavier share of the health bill than citizens of high-
income countries (59.4% on average). Therefore,
Egyptians have become more exposed to poor health
and disease, and in addition to their rising health care
bills, the difficulties they face in receiving treatment
add to the plight created by slow development and
the increasingly limited role of the state.

Since the implementation of neoliberal econom-
ic policies in the early 1970s, the public health system
has faced a series of events that have had an adverse
quantitative and qualitative impact on the health serv-
ices available to the population, due to cuts in public
spending. The capitalist restructuring of the economy
wrought havoc with the public health system, result-
ing in disparities in the level of services provided,
uneven access to health services, low competencies,
imbalances in the distribution of private resources
between preventive and curative care, and a shifting
of the burden of payment to private citizens.

1 <www.who.int/countries/egy/en/ >
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As for public health insurance, which was es-
tablished in 1964, its resources and capabilities are
seriously limited in comparison to the demand on its
services. By the end of June 2005, the system cov-
ered 36.7 millionindividuals, or 52% of the country’s
inhabitants. The majority of beneficiaries (73.8%) are
infants, preschool children and students. Workers in
the public and private sectors account for another
20.6%, and the remaining 5.5% are pensioners and
widows. Although the total number of subscribers
has risen, the ratio of subscribers working in the
government and the public and private sectors to
the total number of currently employed workers and
the workforce as a whole remains very low, at 39.2%
of total workers and 34.7% of the total workforce in
2004-2005. In addition, the system does not cover
large segments of the population such as farmers,
homemakers, seasonal workers, informal sector
workers, and the unemployed, all of whom have no
steady income.

Despite the large subscribers’ base in the pub-
lic health insurance system, the total spending of
the Health Insurance Organization (HI0) was EGP
2.14 billion (USD 380.2 million) in 2004-2005.
This figure is not much higher than the EGP 2 bil-
lion (USD 355.3 million) spent that same fiscal
year by the Ministry of Health on treatment at the
state’s expense, which is restricted to few thou-
sands citizens.

The government then decided to transform the
HIO into a holding company as per Prime Ministerial
Resolution No. 637/2007. This decision represents
amajor step towards the total privatization of health
insurance and health care. It undermines the concept
of social health insurance and the right of citizens to
medical treatment. The resolution transforms the
HIO into an administrative agency that does not pro-
vide services, but rather buys them from the private
sector. In addition, it privatizes the administration of
the HIO, which will consequently be based on com-
mercial considerations.

The danger of such a step lies in the increased
reduction of the role of the state and the deterio-
ration of the concepts of social equity and social
solidarity, which form the basis of society according
to the Constitution. It also reduces public service
to its minimum possible level. This transformation
implies shifting the majority of what used to be pub-
lic services, which the government pledged to pro-
vide to the citizens, towards the commercial sector,
i.e., private sector establishments or the remaining
public sector establishments working on the basis
of maximizing profit. This will increase health care
coststo levels that only a small section of the popula-
tion can afford.

Such measures may succeed in reducing the
budget deficit; however, they will deprive large seg-
ments of the population of the health services they
need, except perhaps for primary health care. The
direction being followed within the current social
and political system increases social disparities,
defeats the concept of equal opportunities among
citizens, and increases social marginalization, which
may have dire consequences on social harmony and
cohesion.
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A multidimensional crisis

The country was hit by a thorough social crisis as
the ruling regime attempted to rebuild capitalism on
its soil, under the slogans of liberalization, structural
adjustment, and transformation to an open and inte-
grated market economy. It was essentially a follower
of a world capitalist economy, in a framework of a
totalitarian regime and increased foreign hegemony.
The crisis has had economic, social, administrative
and political dimensions.

At the economic level, the crisis has revealed
the inability of the regime to increase resources and
widen the country’s resource base, in addition to its
inability to effectively manage existing resources
amidst widespread corruption.

At the social level, the crisis reflects policies
that are biased towards the rich, leading to increased
poverty, destroyed safety nets, widespread corrup-
tion, and increased crime rates. This has led to severe
social contradictions and amplified class struggle in
society, which could in turn lead to social outbursts
with dire consequences.

At the administrative level, the crisis reveals
the weakness of the administration, its incapacity
to manage its various responsibilities and the failure
to provide the population with basic services. Gov-
ernment agencies are ineffective and have become
unable to carry out their basic tasks with even a modi-
cum of capability.

Finally, the political dimension is very clear. It
has become common to describe the internal political
situation as suppressed and tense. Popular outrage
has grown alongside a power monopoly, political
tyranny and totalitarianism, coupled with increased
personification of power and the emergence of a
family regime. There is increasing evidence of the
intent to pass power through inheritance, which in
turn feeds the internal crisis, as it reveals evidence
of the unwillingness of the regime to democratize
political life. All of this is combined with the increased
concentration of wealth in the hands of a minority,
and increased social polarization: the concentration
of power intensifies, the basics of popular participa-
tion disappear, and the inequality of opportunities
available to citizens is even further exacerbated.
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B EL SALVADOR

Setbacks in democracy and development

Social Watch EI Salvador
Armando Pérez

Claudia Hernandez
Jeannette Alvarado
Mario Paniagua

Rudy Romero’

The economic, social and political dynamic of Salva-
doran society is generating deterioration in security and
well-being to suchan extentthatacademic sectors claim
that the country is heading towards a “precipice”.

Year after year, unresolved problems with
health, education, civil security, access to drinking
water and other issues deepen the economic, social
and cultural inequalities between a small group who
hold economic and political power and the great ma-
jority whose needs are not met.

On top of all this, approval of the Special Law
against Acts of Terrorism has criminalized civil pro-
testand social organization.

Deteriorating economic condition
of the population

Extreme poverty and social exclusion constitute a
violation of human dignity that denies the right to
economic and social well-being and to develop as
human beings. Poverty reduction requires increased
economic growth and reduced economic and social
inequality. Itis necessary to implement state policies
of wealth redistribution.

The Economic Commission for Latin America
and the Caribbean (ECLAC, 2007) includes El Salva-
dor in a group of six Latin American and Caribbean
countries that it considers are able to reduce poverty
and build more equitable societies given a different
income distribution model, which is feasible.

El Salvador’s economic growth rate is one of
the lowest in Gentral America and benefits from
this growth do not reach the poorest households.
Currently, out of each USD 100 generated, USD 62
remains in the corporate sector, USD 32 goes on
workers’ salaries and USD 6 on taxes.

In 2004 and 2005 El Salvador registered the
lowest growth rates in the region (1.5% and 2.8%
respectively) and in 2006 the second lowest (4.2%).
In addition to this limited growth the trend for op-
portunities in the labour market has been towards

1 Representatives of Social Watch EI Salvador member
organizations (APSAL, FUMA, Consortium of Human Rights
NGOs, CIDEP and MEC).
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Social development indicators show some progress, but not enough, and economic growth is low with
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less secure types of employment, while salaries are
low and the price of public services has risen, all of
which has reduced the quality of life and encouraged
emigration (Concertacion por la Paz, la Dignidad y la
Justicia Social, 2007).

The cost of the basic family basket (a family’s
basic monthly needs in food, housing, education,
health services, transport, etc.) was calculated at
USD 699.2 for April 2007. However current mini-
mum salaries are: USD 174.24 inthe commercial and
service sectors, USD 157.24 for maquila (assembly
factory) workers and USD 81.46 in the agricultural
sector. To cover the goods and services of the basic
family basket at least four minimum salaries would
be needed. Suffice it to say that average monthly
expenditure on just drinking water, electricity and
telephone services amounts to USD 64.05.

Animprovementin economic conditions for the
general population would require policies to fight tax
evasion, mainly on the part of big companies, and
public sector corruption. In the words of former US
ambassador to El Salvador Douglas Barclay, “ap-
proximately 64% of taxes are not collected... If they
were, there would be more than enough money to
improve things...”

Data from the Central Reserve Bank shows that
in 2004 tax evasion amounted to almost USD 2.57
billion and in 2005 over USD 1.3 billion. Of the latter,
USD 702 million represents corporate tax evasion
and USD 600 million is value-added tax (VAT) that is
charged but not remitted to the Treasury.

Half way to 2015, health in a poor state

Among the areas where minimal progress has been
made towards the Millennium Development Goals
(MDGs) in El Salvador is that of chronic and global
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malnutrition. The former fell from 22.8% to 18.9%
(a reduction of 3.9 percentage points) and the latter
from 11.8% to 10.3% (a reduction 1.5 percentage
points) over a 10-year period (1993-2003) (UNDP,
2007). This slow rate of progress is discouraging.

The greatest progress has been achieved in
child mortality reduction, mainly in the 1990s after
the armed conflictin the country. According to UNDP
data, under-five mortality was 52 per 1,000 live births
in 1991 and 31 per 1,000 live births in 2005. Simi-
larly, reported data for under-one mortality was 45
per 1,000 live births in 1991 and 25 per 1,000 live
births in 2005 (UNDP, 2007).

In relation to these indicators it is significant
that higher mortality rates are to be found in rural
areas where there is a high incidence of poverty and
alack of access to basic services.

The maternal mortality rate in El Salvador is one
of the highest in Latin America. It rose from 158 per
100,000 live births in 1991 to 172 per 100,000 live
births in 2003 (UNDP, 2007).

Faced with this data, in 2005 the Ministry of
Public Health and Social Assistance (MSPAS) under-
tooka study that produced a figure of less than 72 per
100,000 live births, but this research was carried out
with a methodology that precluded comparison with
data from previous studies. Even with this statistical
manipulation the figures are high and the causes of
death remain the same: poverty and limited access
to reproductive health services.

The evolution of public expenditure on health
demonstrates that this has not been a priority area
for the government over the last 10 years. As a per-
centage of GDP, during the last decade investment
in health rose from 1.3% in 1997 to 1.7% in 2007
(Finance Ministry, 2007), a limited growth of just 0.4
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percentage points and insufficient for meeting the
health needs of the 80% of the population covered
by MSPAS.

Total expenditure on health from all sources
rose from 8.8% of GDP in 2001 to 11% in 2007 (Fi-
nance Ministry, 2007). The majority of this consists
of private expenditure? on the part of private citizens
who struggle to pay health care costs in a deterio-
rating economic situation for families. This private
expenditure represents 7.3% of GDP.

Corruption clearly exists in the health sectorand
involves high-placed officers such as the Salvadoran
Social Security Institute (ISSS) Director and the Min-
ister of Health.

In addition, a hospital reconstruction pro-
gramme financed with loans approved in 2003 has
been abandoned. From a USD 169.4 million project-
ed budget, by 2005 only USD 15.23 million of work
had been completed (9.5%) even though the planned
period of the programme was five years. Among the
institutions adversely affected is the Maternity Hos-
pital, the principal centre for women’s health care.

HIV/AIDS: fourth most common
cause of death

HIV/AIDS represents the fourth most common cause
of death in the country. On average four people are
infected daily and thousands hide their condition for
fear of stigma and discrimination.

Recorded HIV/AIDS infection rates have been
rising since 1984 due to the continuing or increas-
ing incidence of unsafe practices and to improve-
ments in detection with the greater availability of free
HIV/AIDS testing at a national level (UNDP, 2007, p.
57-58). Recent data shows that in late 2006 there
were over 18,500 registered cases of infection but
according to UNAIDS the level of unregistered cases
is high and the number of infected people could be
between 25,000 and 50,000.

The ISSS coverage provides care to more than
1,280 people in the form of antiretroviral therapy,
medical attention in case of opportunistic disease
and attention during pregnancy to prevent infection
at birth.® However, there is insufficient compliance
with current procedural protocols, a sporadic avail-
ability of drugs, sometimes caused by late delivery,
and a constant shortage of reagents for the CD4 cell*
count test, all of which exposes many people to the
occurrence, or increased complication, of opportun-
istic diseases and to death.

Since 1994 there has been an ongoing debate
aimed at finding a consensus for health reforms but
now in 2007 it seems that this may fail. The Execu-
tive has presented to the Legislative Assembly its
proposed Law for the Creation of a National Health
System that, in contravention of a government

2 Outofthis total, 1.7% corresponds to MSPAS, 1.7% to
ISSS, 0.2% to the Teachers Benefit Association and 0.1% to
Military Health Care, the remainder being accounted for by
private expenditure.

3 <www.isss.gob.sv/comunicaciones/comunicados/
comunicadospdf/DIA%20VIH%2006.doc>

4 White cell lymphocytes that control the defence of the
organism.
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commitment, has not been arrived at by consensus.
According to the Civil Alliance against Health Serv-
ice Privatization, this move responds to a service
privatization agenda that would further extend citi-
zens’ exclusion from health services.

The right to education now

Education indicators show progress in relation to
1990 when expenditure represented only 1% of GDP
because the budget priority then was defence, due to
the armed conflict.

The most significant progress has been made
in illiteracy reduction and increased coverage for pre-
school and the first two cycles of primary education.
However, stagnation persists in the level of education
achieved, coverage deficiencies for primary third cycle
and secondary education, low quality standards and
geographical and gender inequity. Current literacy
programmes have reduced illiteracy, principally in the
15 to 24 age group. In 1991, 85% of the population
was literate and in 2005, 95% (UNDP, 2007).

When examining trends in education finance
it can be seen that the total amount spent has in-
creased from USD 471.2 million in 2002 to USD
527.5 million in 2007. However, the general trend as
a percentage of GDP shows a decrease from 3.3%
of GDP in 2002 to 2.8% in 2006 and 2.7% in 2007.
Average expenditure on education in Latin America
is 4.5% of GDP, while the expenditure recommended
by UNESCO is 6% of GDP.

The goals set in the National Education Plan
called for an allocation of USD 558 million in 2006
and USD 613 million in 2007, but combined actual
expenditure fell short of this goal by USD 134 million
in the first two years.

Endangered pensions system

The pension system in El Salvador was privatized
10 years ago. The government transferred to the
Pension Funds Administrators (AFP) money that
had been paid in by workers, while maintaining re-
sponsibility for the pensions of workers who were
over 35in 1996 and who remained in the old pension
system. Six years after this privatization a reform was
introduced that raised retirementages. A person who
previously could retire after a minimum of 30 years
work now also needed to be 55 years old in the case
of women and 60 in the case of men.

A study published in 2006 by Consensus for
Dignified Employment in the Maquila (CEDEM)
shows that the pension system is deficient in the
economic and social benefits that it provides and is
unsustainable in fiscal terms. Among the deficien-
cies highlighted are: 1) the exclusion of informal
sector and domestic workers; 2) the high level of
pension-related debt taken on by the state when it
transferred public system reserves to the AFP, which
increased the public debt to almost USD 8.24 bil-
lion in June 2006; 3) even when a person stops pay-
ing into the system, the AFP continues to charge a
commission for administering his or her account,
which adversely affects the amount of their pension
at retirement.

One of the main problems with the pension sys-
tem is the wrongful retention of payment instalments
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by employers who fail to remit them to the ISSS. In
2006 the Attorney General’s Office reported 748 cases
of wrongful retention of instalments, with maquila
companies being the most frequent offenders. A total
of 54 maquilas owed approximately USD 940 million
to the ISSS, plus an additional 10% in delayed remit-
tance charges. The average debt per company was
USD 4.4 million.

In 2007 the government has to pay out approxi-
mately USD 345 million to retirees but does not have
that money and the state’s debt is three times greater
than the proceeds from tax collection. In June 2006
the debt was calculated at USD 7.19 billion.

The government created a Pensions Trust Fund
to pay pensions and the AFP has authorized the Mul-
tisector Investment Bank (BMI) to use money paid in
by their affiliates to pay the pensions of retirees. The
amount lent for 2007 was USD 345 million.

Because the government has such a high level
of debt it is likely to have problems with repaying
the AFP, so the entire system is at risk and the future
pensions of affiliates are endangered.

Criminalization of civil protest

The fight against the causes of poverty and the pro-
motion of inclusive social reforms in the fields of
health, education and the supply of drinking water, as
well as other initiatives aimed at improving the qual-
ity of life and increasing well-being for the popula-
tion, must be carried out from a nationwide perspec-
tive and with the broad participation of all sectors of
national life, particularly the more impoverished and
traditionally excluded ones. However, this participa-
tion is now under threat.

0n 21 September 2006 the Special Law against
Acts of Terrorism was passed. This law has a clearly
negative effect on citizens’ ability to exercise their
rights of free expression and organization, and has
characteristics that are unconstitutional. According
to human rights organizations and the Human Rights
Defence Office itself, this law has created ambiguous
criminal categories that lend themselves to arbitrary
enforcement and in its present form it criminalizes
social protest.

In fact, by July 2007, 14 men and women who
are leaders of social organizations had been arrested
with an excessive use of force and are in prison be-
cause they peacefully demonstrated against water
privatization. m
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B FRANCE

Exclusion persists in one of the wealthiest countries in the world

Coordination SUD
Secours Catholique / Caritas France'

The presidential and legislation elections in 2007
provided an opportunity for the ALERTE civil society
network to demand a clear commitment from the
candidates in the fight against social exclusion.

Even though France is considered the fifth rich-
estcountry inthe world, poverty and exclusion persist
and continue to worsen. After alternating between left
and right wing governments, the situation has not
clearly improved since 1994. Civil society organiza-
tions confirm that taking emergency measures does
not work if at the same time the economic and social
systems continue to produce new exclusions.

There are still seven million poor people in a
country with a population of 60 million. Poverty has
become aggravated in some areas and precarious
living conditions have become more generalized
with the consequent loss of human, social and eco-
nomic capacities.

This failure was made possible because our
society did not impede it. Even when governments
have taken adequate measures, these have not been
fully applied. The public powers did not decide to
prioritize the eradication of poverty, instead treating
itas a misfortune.

The message of the ALERTE group through the
election campaign was that “eliminating poverty re-
quires relentless political will to eliminate exclusion
at the highest level of the State. This condition is
essential in mobilizing all citizens. It does not mean
administering exclusion but rather eradicating it,
since it is counterproductive for all.”?

It remains to be seen in which way new President
Nicolas Sarkozy, the new government and the new
representatives will act with regards to this goal, and
how far they will go beyond their declarations.

Guarantee the universal right

to social protection

Social protection in France refers to all collective
precautionary mechanisms that permit people to

1 Forthis report, Coordination SUD prepared the analysis
of France’s support to social protection policies in the
framework of its cooperation for development. Secours
Catholique / Caritas France (member of the Alerte group)
developed the national aspect of the report.

2 <www.uniopss.asso.fr/gest-mail-uniopss/commun/
Dossier_presse_ALERTE.pdf>
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Poverty and exclusion continue to worsen while the economic and social systems continue to reproduce
these phenomena. The new government faces the challenge of addressing social inclusion through
reinsertion into the labour market and universal access to quality medical care. Regarding development
cooperation, aid amounts are inflated by the inclusion of debt cancellation and artificial categories and
bilateral efforts must be considered when looking at advances at the multilateral level.
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face the financial consequences of social risks. It
works along three lines of logic: social insurance re-
served tothose who contribute (protection fromloss
of income: unemployment, illness, old age, work
accidents); assistance (creation of a solidarity fund
between persons: minimum wage, assistance to
handicapped adults); and universal protection (fam-
ily benefits). The French social protection system
represents more than 30% of the gross domestic
product.®

Employment: facilitating reinsertion
into the labour force and guaranteeing
the right to receive training

The labour sector is characterized by increasing
fragility due to unemployment, a rise in precarious
employment and unwanted part time employment.
0Of the seven million people who live below the pov-
erty line, three million are poor workers. An impor-
tant proportion of youth also live in poverty and are
affected by massive unemployment, abandon the
education system with little training and lack social
coverage in the face of the risk of unemployment.
Conditions for employment reinsertion and perma-
nency are often rare (due to a lack of infrastructure
for childcare, transportation costs, short schedules
and very long days).

Our social organizations request:

e That the mechanisms used to reinsert those
people furthest from the labour market be sim-
plified, reformulating and streamlining the con-
tracts and improving the public sector’s role in
the promotion of employment.

3 <www.vie-publique.fr>
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e Theequal right to training, accompaniment and
tutoring be guaranteed, concentrating training
in extensive programs and directing those who
are looking for employment and waged labour-
ers with low levels of training.

Health: guarantee universal access
to preventative and quality health care

Thirteen percent of the metropolitan population ad-
mits to having declined some type of health care for
economic reasons over the past 12 months with
20% of these cases being declined indefinitely, and
the remainder being postponed (IRDES, 2006). The
number of cases in which treatment is denied to
people belonging to the Universal Health Coverage
(CMU) and the State Health Assistance (AME) con-
tinues to be high. Access to our health system is
not universal.

Our social organizations demand:

e That prevention be considered a priority, rais-
ing health professional remuneration to an
adequate level, improving health attention at
the school and labour levels, and making un-
employed people the priority.

e Inequities in health care access, prevention
and attention be reduced, developing the
existing mechanisms for use of the medical
care services and assuring that those people
without social coverage can be oriented for a
consultation.

e Development of regional programmes to im-
prove access to medical prevention and atten-
tion that permits the coordination of actions
aimed at people in precarious situations.
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e Ahigh level of coverage for health insurance
that should continue to be an obligatory social
insurance that each person pays according to
their possibilities and receives what is neces-
sary to satisfy their health needs. The financial
effort should be augmented exploring new op-
tions such as a generalized and progressive
social contribution or a company contribution
based on added value. Access to CMU and its
complementary services should be broadened
to all persons with income below the national
poverty line, and in particular to the current
beneficiaries of the AME. All people with in-
come lower than the minimum wage must be
provided with help in order to access a quality
complementary health service.

e Penalization in cases where CMU and AME ben-
eficiaries are denied medical attention.

Housing: no one should be obliged to live
in the street or in precarious conditions

More than three million people live in precarious
conditions or without a roof over their heads. After
more than 25 years of insufficient construction and
alack of help from the state, there is a lack of at least
800,000 homes to satisfy existing housing needs.
The current reactivation is not adapted to the most
modest portion of the population. Additionally, the
number of unhealthy homes has risen to 600,000.

Diverse housing laws are applied with much dif-
ficulty ornotatall, in particular the law that stipulates
the provision of 20% of social housing in towns with
more than 3,500 inhabitants.

Our organizations propose:

e The creation of a right to housing, so that it can
be an effective right accessible by all.

e That housing be considered a true priority, just
like employment.

» Social efficiency of the aid programmes to pur-
chase homes be reinforced, and must remain
under state control.

e Thatasupply of economically accessible rentals
be guaranteed.

e Auniversal system be implemented that grants
security to those who face the risks of rental.

Development cooperation policy

Rise in aid: an optical illusion

According to the latest figures from the Organisa-
tion for Economic Cooperation and Development,
in 2006 France assigned 0.47% of its gross national
income (GNI), or EUR 8.3 billion (USD 11.4 billion)
to official development assistance (ODA). ODA rose
77% between 2001 and 2006. However, if we ana-
lyze these statistics in detail, we can state that ‘real’
ODA, that is to say the costs that really contribute
to financing development, progressed much more
slowly. In actual fact, the rise in French ODA can be
greatly explained by an increase in debt cancellation,
similar to what happened in many donor countries.
For this reason, ODA is inflated and could be quali-
fied as ‘artificial’.
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In 2006, debt relief represented 34% of French
ODA (EUR 2.8 hillion), rising 450% since 2001. In
many cases, these cancellations correspond to irre-
coverable debts which would never have been paid.
For this reason, their cancellation only has a limited
impact on the budget of the beneficiary countries.
They count more as a simple accounting elimination
rather than a real contribution to the financing of
development. Overall, the accounting for of these
cancellations represents a problem since they do
not reflect a real contribution to the development
of the country.

Additionally, a growing part of the cancelled
debts have been generated by an active policy to
support French exportation, whose logic is very dif-
ferent from that of development. For this reason,
nothing justifies considering these cancellations
as ODA. France includes in its ODA the cost of stu-
dents coming from developing countries to France
for university studies. These costs reached EUR 896
million in 2006, up 98% from 2001. French ODA
also includes costs related to the administration of
migration flows which reached EUR 458 million in
2006, a 100% increase since 2001. Finally, the costs
assigned to the French overseas communities of
Mayotte, Wallis and Futuna (EUR 273 million) were
also included in the ODA calculation. ‘Real’” help,
which excludes 90% of the debt reductions in order
to avoid distorting the ODA indicator, and the total
of the artificial costs mentioned, does not represent
more than 0.24% of GNI in 2006, at EUR 4.2 billion,
and not increasing more than 27% since 2001. Un-
like what is officially announced, available develop-
ment aid remains insufficient in order to finance the
Millennium Development Goals (MDGs) and social
sectors in particular.

Aid is insufficient for the primary needs
of countries

During the period 2004-2005, France designated
around 63% of its aid to least developed countries
(LDCs) and other low income countries. In the same
period, 56% of its aid was granted to countries in
Sub-Saharan Africa. This would suggest that France
respects its promises to prioritize its aid to the poor-
est countries and to Africa. However, the French
overseas community Mayotte and four medium
income countries are among its 10 primary benefi-
ciaries, with these 10 concentrating one third of all
French aid. One of these countries is Iraq, which was
benefitted by important debt cancellations in 2005.
Finally, only two of the beneficiaries (Senegal and
Madagascar) are LDCs. The other three low income
countries which figure among the 10 primary ben-
eficiaries of French aid were in reality benefited by
reductions in debt during this period (Nigeria, Congo
and Cameroon).

Neither does the destination of French aid by
sector fully reflect the commitments made at the
World Forum on Social Development in Copenha-

4 Foramore detailed andlisis of French aid, see the
Coordination SUD report L’APD frangaise et la politique de
coopération au développement: Etat des lieux, analyses et
propositions, 2006. Available at : <www.coordinationsud.
org/spip.php?article2380>.
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gen in 1995 and the International Conference on
Financing for Development in 2002 in Monterrey.
In 2005, bilateral French investment remained low:
only 4% was designated to primary social sectors,
2.2% to primary education, and 0.4% to primary
health care.

Beginning in July 2004, France started a reform
to concentrate its actions on meeting the MDGs,
looking for a greater concentration of aid. In 2005,
it adopted seven priority strategies and signed the
Framework Partnership Documents (DCP) with each
of the French aid beneficiary countries for the next
five years. These DCP define two priority sectors
where a great part of the resources must be con-
centrated. Even though education forms part of the
sectors of resource concentration in many cases,
the same did not occur with health, potable water
or sanitation. Additionally, despite concentration
efforts, French aid remains very disperse and some
transversal activities have remained outside of the
concentration sectors.

Multilateral actions working against
a balanced commitment in health

In the area of health, France has made consecutive
efforts through multilateral channels. Its contribution
to the Global Fund to fight HIV/AIDS, Tuberculosis
and Malaria has doubled since 2005, with EUR 300
million assigned to this cause in 2007. This makes
France the second highest contributor to the fund
after the United States. France was also a pioneer in
financing the fight against HIV/AIDS, malaria and tu-
berculosis through the implementation of innovative
financing for development mechanisms. In 2006,
together with Brazil, Chile, Norway and the United
Kingdom, France formed part of the initiative of the
International Drug Purchase Facility called Unitaid.®
This facility, funded by an international tax applied to
airline tickets, has the objective of offering long term
access to treatments against HIV/AIDS, tuberculosis
and malaria and reducing their costs. One of its great
advantages lies in the stability and predictability of
its financing, guaranteed by the international rate
mechanism. In 2007 Unitaid had a budget of USD
300 million, an amount which could reach USD 500
million by 2009.

Despite this consistent investment in the mul-
tilateral area, French bilateral efforts in the area of
health are insufficient. It is regrettable that France
does not look more systematically for a better link
between multilateral financing actions and bilateral
activities. On the contrary, the embassies that nego-
tiate the DCP often use the argument of multilateral
efforts to explain the relative absence of health in
concentration sectors of these macro agreements.
Nevertheless, the French strategy in the area of
health adopted in 2005 insists on the necessity of
reinforcing health care systems and considers them
one of the four priority areas to support on a bilateral
level. This priority does not appear to have been re-
flected in the facts until now.

(Continued on page 241)

5 <www.unitaid.eu/en/>
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B GERMANY

High level of social security under threat

Social Watch Germany
Forum World Social Summit'
Uwe Kerkow

Germany has a highly complex system of social secu-
rity. Itis enshrined in a wide variety of corresponding
legislation, ranging from the German constitution,
known as the Basic Law, to labour law and labour
market legislation and the country’s comprehensive
social laws. Both government action? and, to some
extent, even private property® have obligations relat-
ing to social welfare.

Being closely related to the Fordist boom in the
years which followed the Second World War, the fi-
nancing of Germany’s social security system is still
based on the presumption of full employment and
jobs with regular salaries. Today, however, the pay-
as-you-go funding system based on this model no
longer functions effectively, for Germany has a high
level of unemployment and the number of workers
with “full-time permanent contracts of employment
in West Germany fell from almost 84% ... to just 68%
of all employed persons between 1970 and 1995”
(Dombois, 2003). There are far more jobless than be-
fore, and the number of people in marginal and part-
time employment has also increased substantially.

Admittedly, new models to finance social func-
tions have recently been under discussion, such as
the ‘basicincome’, which would be funded by the state
and guaranteed to every citizen regardless of income.
Another alternative is a low wage supplemented with
state benefits (‘combi-wage’), and there are also calls
for a minimum wage, which is intended to safeguard
an adequate level of earned income. In practice, how-
ever, it is mainly neoliberal concepts which are being
implemented at present, supposedly requiring social
security systems to be scaled back even further. This,
it is argued, is essential due to the constraints of glo-

1 The basic structure and key elements of this report were
agreed at a plenary meeting of Social Watch Deutschland/
Forum World Social Summit on 15 March 2007. The draft
text was cross-checked by the editorial team of the German
Social Watch Report and approved, with amendments, on 11
June 2007.

2 The principle of the social state: see, for example, the website
of the federal administrative authorities: <www.bund.
de/nn_3580/Microsites/Deutsche-Demokratie/Grundlagen/
Sozialstaat/Soziales-Handeln/Soziales-Handeln-knoten.
html__nnn=true>.

3 Thereis a constitutional requirement that the use of property
should serve the public weal, Basic Law, Art. 14, para. 2.
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remain unfulfilled.

The implementation of neoliberal concepts requiring the scaling back of social security systems has
led to major cuts in Germany’s highly developed safety net. The recent raising of the retirement
age means a pension cut for anyone who stops working before the age of 67, while health insurance
reforms increasingly shift risks onto individuals. Meanwhile, the basic rights of asylum seekers are
being violated, and promises of aid to promote development and social security in the global South
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balization, which is restricting German companies’
scope as social partners. A key feature of Germany’s
statutory social insurance schemes is that they are
generally financed jointly by both sides of industry
—the workforce and the employers. By far the major-
ity of companies in Germany have been complaining
about this obligation for years on the grounds that this
places them at a competitive disadvantage.

Statutory pension and health insurance:
towards the privatization of social risks

The currently very healthy state of the economy
has pushed discussion about poverty in Germany
into the background. Nonetheless, major cuts in the
safety net provided by the social security systems
have been made in recent months. The most sig-
nificant change has undoubtedly been the raising of
the retirement age from 65 to 67 years. The stated
objective of this measure was to limit the pension
contributions being made, especially by companies,
not to secure the income replacement ratio. In effect,
the raising of the retirement age means a pension
cut for anyone retiring from working life before 67.
Yet at present, only 38.4% of the 55-64 age group
in Germany is still working (ver.di, 2007). Although
many thousands of workers responded when the
two largest German trade unions, the Metalworkers’
Union (IG Metall) and the United Services Union (ver.
di) called for protest demonstrations early in 2007,
they were unable to prevent this change in the law.*
Moreover, as far back as 2000-2001, the maximum
achievable income replacement ratio under the statu-
tory pension insurance system was reduced from
70% to 67% of netincome.

4 See, for example, die tageszeitung. Berlin, 30 January 2007.
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In the meantime, the latest reform of statutory
health insurance actually breaks with the previous
system and increasingly shifts risks onto the insured
persons: in future, the financing of the system will
no longer be shared equally by the employers and
the workforce. The health insurance funds can now
require insured persons to pay a ‘top-up’ contribu-
tion, amounting to as much as 1% of their income,
with no corresponding employer’s contribution. Fur-
thermore, some benefits are now being paid from
tax revenue — currently accounting for spending of
around EUR 2.5 billion (USD 3.4 billion), with plans
toincrease this to EUR 14 billion (Federal Ministry of
Health, 2007). Admittedly, tax revenue is currently
flowing in abundance (see below), but this type of
subsidy could well be subject to cutbacks later. Criti-
cism of the new arrangements also focuses on the
fact that the funding base of the statutory health in-
surance system has not been expanded and that the
self-employed and the affluent still do not have to
contribute (Attac Germany, 2007).

Nonetheless, this latest health reform also has
some positive aspects. First, everyone living in Germa-
ny is now required, by law, to obtain health insurance
coverage. Second, private health insurance providers
will in future be forced to offer a basic tariff whose
services and benefits, interms of their type, scope and
amount, are comparable with those provided by the
statutory health insurance schemes. This basic tariff
means that private insurers will now have to comply
with some of the solidarity principles which underpin
the statutory health insurance system: in the basic
tariff, for example, insured persons cannot be charged
extra to cover individual health risks (Federal Ministry
of Health, 2007). It remains to be seen whether this
type of market regulation will prove its worth.
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Migrants’ basic social rights flouted

In its comments on Germany’s fifth periodic report
on the International Covenant on Economic, Social,
and Cultural Rights (ICESCR), the NGO Pax Christi
(2006) draws attention to “serious failings in the
situation of refugees whose deportation has been
temporarily suspended and people with no formal
residence status, i.e. so-called ‘illegals’.” As a result
of the restrictions imposed on refugees since the
asylum laws were tightened up in 1993, says Pax
Christi, Germany is violating the prohibition of dis-
crimination enshrined in Article 2 of the Covenant.
Although the employment ban for refugees has been
abolished, the new regulations are so rigid that they
still violate Article 6 of the Covenant, which guaran-
tees “the right of everyone to the opportunity to gain
his living by work which he freely chooses.”

Moreover, the right to education and even the
right to health (ICESCR Articles 13 and 12, respec-
tively) of refugees are being violated in Germany:
in seven of the country’s 16 federal states, there is
no requirement for refugee children whose depor-
tation has been temporarily suspended to attend
school, and the same applies to some extent to the
children of asylum seekers as well. In these cases,
it is up to the head of the school to decide whether
to admit the children. Meanwhile, the right to health
is being denied, first and foremost to people who
apply for political asylum. According to Pax Christi,
the Asylum Seekers Benefit Act grants them only
“very limited” healthcare, “and only for conditions
causing acute pain. No provision is made for the
treatment of chronic, pre-existing illnesses.” (Pax
Christi, 2006).

Development policy and social security
in the global South

The development of the countries of the global South
and support for their social security systems is one
of the programmatic objectives of German develop-
ment policy. A policy paper published by the Ministry
for Economic Cooperation and Development (BMZ)®
in 2002 demonstrates acomprehensive understand-
ing of social security in developing countries —albeit
without any specific reference to social security as a
human right. The catalogue of measures outlined in
the policy paper includes:

e Measurestoimprove ... informal social security
systems and theirintegrationintoa... universal
system.

e Support for reforms in the field of public social
insurance ... with the aim of (a) expanding soli-
darity mechanisms within the systems and (b)
... opening them up to persons employed in the
informal sector.

5 Decision on the right to stay, adopted by the Conference of
Interior Ministers on 17 November 2006. See, for example:
<www.migrationsrecht.net/nachrichten-auslaenderrecht-
politik-gesetzgebung/731-bleiberechtsregelung-
beschlussvorschlag-wortlaut-innenministerkonferenz.html>.

6 <www.bmz.de/de/service/infothek/fach/spezial/spezial069/
spezial069_90.pdf>
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*  Promoting best-practice partnerships between
the private insurance industry, the state and
organizations representing the poor (including
the development of insurance services ...).

In the Programme of Action 2015” adopted
by the federal government in 2001, which sets
out a poverty reduction strategy encompassing all
policy areas, “Guaranteeing Basic Social Services
— Strengthening Social Protection” is identified as a
separate priority area for government action. How-
ever, with development policy focusing primarily
on the attainment of the Millennium Development
Goals (MDGs), social security now rarely features as
a separate category. The term “social security” ap-
pears just four times in the 309 pages of the German
Government’s 12th Development Policy Report,?
published in 2005. In its policy paper, the BMZ com-
ments on the development of social security systems
asfollows: “Onthe one hand, there must be a balance
of interests between private-sector and public-inter-
est solutions; on the other, there must be a consen-
sus-based balance between social justice and the
development of well-performing systems”.®

In practice, German development policy mainly
supports two types of project: firstly, the administra-
tions of developing or newly industrializing coun-
tries are given support to develop social insurance
schemes for their populations, as in Vietnam and
Indonesia, for example.™ Secondly, the German
government is promoting ‘partnership’ initiatives
with private companies. In the Indian state of Tamil
Nadu, it is working with the Allianz Group, a ma-
jor German insurance corporation which provides
life insurance coverage for poor groups there (GTZ,
2005). At present, no comprehensive evaluations of
this field of activity have been carried out, so no firm
conclusions can be drawn.

According to preliminary Organisation for
Economic Co-operation and Development (OECD)
figures, Germany’s official development assistance
(ODA) amounted to USD 10.3 billion in 2006. In
real terms, this reflects a marginal increase of 0.9%
compared to the previous year. The ODA/GNI ratio
(ODA as a percentage of gross national income)
increased to 0.36% (OECD, 2007a). However, USD
3.6 billion or 35% of Germany’s ODA in 2006 did not
deliver fresh resources for developing countries.
For the second year the lion’s share of the increase
in Germany’s ODA/GNI ratio was due to debt cancel-
lation, notably for Nigeria and Iraq. In 2006, Ger-
many’s debt relief amounted to more than USD 2.7

7 <www.bmz.de/de/service/infothek/fach/materialien/ap2015_
kurz.pdf>

8 <www.bmz.de/de/service/infothek/fach/materialien/
entwicklpol_bericht.pdf>

9 See footnote 6.

10 On Vietnam, see: <www.gtz.de/de/weltweit/asien-pazifik/
vietnam/11287.htm>. On Indonesia, see: <www.gtz.
de/de/weltweit/asien-pazifik/indonesien/14137.htm>.

A detailed publication, “Extending Social Protection in
Health”, compiled on behalf of the German Agency for
Technical Cooperation (GTZ), is available from: <www2.gtz.
de/dokumente/bib/07-0378.pdf>.
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billion (OECD, 2007b). Excluding debt cancellation
and expenditures for educating foreign students
from developing countries in Germany (about USD
925 million), Germany in fact spent only USD 6.7
billion or 0.23% of GNI on genuine aid resources
in 2006.

Germany would need to increase its ODA by at
least USD 1 billion in ‘fresh money’ annually in order
to fulfilits commitment to raise ODA t0 0.51% of GNI
by 2010 and to 0.7% by 2015 (Commission of the
European Communities, 2007)."" With a tax surplus
expected to reach around EUR 180 billion by 2011,
there is certainly the financial scope to honour this
pledge.””m
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B GHANA
No hope for the poor

Ghana Social Watch Coalition

Every country must commit to the disadvantaged by
having a social development policy that promotes
universal and equitable access to a minimum set of
social services and resources. This ensures long-
term improvements in the living standards of both
women and men in the society.

In Ghana, there is a recognized basket of social
provision. This includes access to water and sanita-
tion, universal tuition-free basic education for all
citizens, and primary health care. Other basic social
services are food security, social security (such as
pensions), housing, and economic services such as
energy and transport infrastructure. A more com-
prehensive approach to social security must include
access to a minimum level of income for all citizens
of working age and all families (The Women’s Mani-
festo for Ghana, 2004). Thus a good social secu-
rity system must provide protection against basic
income loss in cases of illness and injury, old age
and retirement, invalidity, and family responsibilities
such as pregnancy and child care. Such benefits are
important especially for women, given the particular
inequalities and disadvantages they experience. This
paper attempts to examine Ghana’s social security
system from a historical and gender analytical per-
spective to identify challenges and options. It traces
the system’s historical development and addresses
the current attempts at privatizing the sector and its
implications for women.

Women, a majority of the informal sector

The country has a working population of nine mil-
lion, with women accounting for 51% of the total.
The formal economy employs about 13.7% of the
labour force aged between 15 and 64, while the
remaining 86.3% work in the informal economy
— divided between 52% in agriculture and 34.3%
in non-agricultural activities (ILO, 2003). Women
constitute 77% of the informal sector, and engage
in both agricultural and non-agricultural activities.
Informal trading is a major source of employment
for many Ghanaians, especially those in the urban
centres: there are 1.9 million households operating
2.3 million small businesses, and women operate
over 66% of these small businesses. Over 56% of all
non-farm enterprises are engaged in some trading
activity, 24% in manufacturing, and the remainder in
other activities (ILO, 2003).
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While foreign aid has increased significantly in recent years, it has been erratic and has largely fallen
short of expectations. Nevertheless, dependence on this aid has been growing, as the domestic share
in development spending becomes ever smaller. At the same time, domestic resource mobilization
has largely focused on taxation, leading to a disproportionate burden on women and the poor.
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Clearly, the vast majority of workers in Ghanaare
in the informal economy. Yet only 10% of the work-
force, mainly those in the formal sector, benefit from
social security (SSNIT, 2005). As a result, workers in
the informal economy, most of whom are women,
have no social security coverage. This is in spite of
the fact that membership in the Social Security and
National Insurance Trust (SSNIT) is supposed to be
open to all who work in the informal economy, on a
voluntary basis.

The history of social security

Before the introduction of a formal social security
system in Ghana, the extended family system served
as a source of social protection and a cohesive unit
that provided security for vulnerable groups. But as
Kumado and Gockel (2003) have noted, the advent
of colonization changed this traditional system as
men moved into employment centres to work in the
mines, cocoa farms or the civil service. Women were
virtually left on their own to engage in food produc-
tion to sustain household members. The government
and some private sector operators then introduced
private social security schemes aimed at providing
wage earners who were mainly men with some form
of social protection.

The Compulsory Savings Act of 1961 sought
to provide pensions for formal sector workers. The
scheme created, however, collapsed through gross
mismanagement. A more comprehensive social se-
curity system was subsequently introduced through
the Social Security Act (Act 279) passed by the First
Republican Parliament in 1965. The Act fixed the
retirement age at 60 years for men and 55 years for
women. It further established a Social Security Fund
forthe provision of superannuation, invalidity, death/
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survivors, emigration and unemployment benefits.
It also provided for the payment of lump sums or
what is known as the ‘Provident Fund’. In terms of
contributions to financing the scheme, workers were
to contribute 5% of their monthly basic income while
employers were to add 12.5%.

Weaknesses in the social security scheme
adopted in 1965 were rectified through National
Redemption Council Decree (NRCD) 127 of 1972.
Under it, the SSNIT was established as an independ-
ent corporate body to administer the scheme. The
retirement age was reduced from 60 to 55 years for
menand 55to 50 forwomen. The lump sum payment
to retired workers was retained. The scheme also
provided for coverage for up to five employees.

In 1991, the government of the Provisional Na-
tional Defence Council (PNDC) repealed the 1972
social security decree, NRCD 127, and replaced the
scheme then in place through PNDC Law 247 which
was an attempt to redress the major defects of the
provident fund scheme. Therefore, the main thrust
was the conversion of the system from the payment
of lump sum benefits into a pension scheme under
which monthly payments would be made to mem-
bers until death. Benefits enjoyed under this law are
superannuation/old age pension, death/survivors
benefits and invalidity benefits. The scheme is sup-
posed to be open to all classes of employees in both
the formal and informal economy.

As a result of the inadequacies in the social
security system’s coverage of the working popula-
tion, the majority of Ghanaians have continued to
rely on informal social security schemes such as
social networks, trades associations, credit unions
and remittances to meet their social security needs.
These schemes oblige individuals, groups and
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communities to offer mutual support through the
pooling of resources based on their own principles
of insurance to extend help to each other within cer-
tain basic regulatory conditions. Such self-financed
initiatives are essentially based on trust and the
capacity of the group to manage the scheme. Infor-
mal social security schemes are the main sources
of security for the poor, allowing them to continue
to meet contingencies such as care and support for
children, the aged and the disabled. However, there
have been major changes in the form of mutual aid
based on social networks, resulting in low well-
being outcomes for the poor across all age groups.
This is evidenced by health-related problems like
malnutrition, livelihood stress, and the detention of
newborns in maternity wards pending the payment
of hospital bills.

The National Health Insurance Scheme

In 2004 the government unilaterally decided to use
2.5% of workers’ SSNIT contributions to establish
what it called the National Health Insurance Scheme
(NHIS).! The NHIS was created to replace the ‘cash
and carry’ system, based on the principle that the in-
ability to pay the costs incurred at the point of service
should not prevent access to health care services.
While three types of insurance schemes were avail-
able under the law — district-wide mutual health
insurance, private mutual health insurance and pri-
vate commercial health insurance — the government
opted for a district mutual health insurance scheme
throughout all 138 districts in Ghana. Contributions
are based on the ability to pay, and workers in the
informal economy have been categorized into social
groups to enable individuals within each category to
pay according to what they can afford.

Women who were interviewed for a recent study
(Akakpo, 2006) fell within categories B and C, which
means they are either ‘poor’ or ‘very poor’ and are
only able to pay the lowest premiums (see Table 1).
Itis the right of every citizen to have equal access to
good health care, but there are reports of differential
treatment given to NHIS card-holding patients and
non-card-holding patients at hospitals. For example,
because the women sampled fell within the category
with the lowest paid premium, they were hardly ever
given medicines, and instead were given prescrip-
tions to buy them on their own.

Privatization of social security

Women have largely not benefited from Ghana’s so-
cial security system because of the large proportion
of them employed in the informal sector, which is
mostly not covered by the system. Yet even benefici-
aries in the formal sector have complained about the
inadequacy of monthly pensions and their inability
to meet the basic necessities of life. Such concerns
prompted the government to set up a Presidential
Commission on Pensions in 2004. The Commis-
sion was to examine existing pension arrangements
and to make appropriate recommendations for a
sustainable pension scheme to ensure retirement

1 <www.ghanaweb.com/GhanaHomePage/education/artikel.
php?ID=41469>
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TABLE 1. Contributions payable by social groups in the informal sector

Minimum contributions
Name of group Who they are payable annually
(USD 1 = GHC 9,000)
Core poor A Unemplpyed adults without any identifiable support B
for survival
Very poor B Unemployed but wnh identifiable financial support GHC 72,000
from sources of low income
Bap c Employe_d adults with low income and unable to meet GHC 72,000
their basic needs
Middle income D Employed adults who are able to meet their basic needs GHC 180,000
Rich E Adultg who are able to meet their basic needs and some GHC 480,000
of their wants
Very rich F Adultg who are able to meet their needs and most GHC 480,000
of their wants

Source: Government of Ghana, <www.ghanaweb.com/GhanaHomePage/documents/NHIS.pdf>

income security for workers, especially those in the
public sector.

The Commission proposed a three-tier pension
structure, comprising two mandatory schemes and
avoluntary scheme. They suggested that the SSNIT
should be restructured to implement a mandatory
State Social Security Pension Scheme, which would
pay only periodic monthly and other pension ben-
efits. With regard to the second tier, the commission
recommended a mandatory privately managed oc-
cupational pension scheme, preferably a defined
contribution pension scheme with payments mainly
in the form of lump sum benefits. Finally the com-
mission suggested a third tier which would be a vol-
untary, privately managed personal pension scheme
offering attractive tax incentives (Government of
Ghana, 2006).

The government issued a White Paper on 25
August 2006, virtually accepting all the recommen-
dations made by the Commission without question-
ing any aspect of the report.

The challenge: higher pensions
and inclusion

A recent study by the Research and Policy Depart-
ment of the Ghana Trades Union Congress (GTUC,
2006) revealed that salaries in Ghana are lower than
those in numerous countries in Sub-Saharan Africa
with the same level of economic development.

One of the implications of the low salaries in
Ghana is the poor pensions paid to retirees. Cur-
rently, the lowest pension that SSNIT pays is GHC
182,000 (USD 20.50) per month, while the highest
is GHC 14.9 million (USD 1,675) per month.2 Thus
pensions are not only low, but their distribution also
favours very few people, primarily men in the formal
economy. The proposed ‘multi-pillar system’ will not
address these shortcomings; on the contrary, it will
worsen disparities and exclude many more, espe-
cially women, from enjoying social security.

In terms of the distribution of pensioners by
gender, of the 66,971 SSNIT pensioners at the end
of 2004, only 7,326 (11%) were women (SSNIT,

2 Figures as of April 2007. <www.ssnit.com/Details_news_
ssnit.cfm?EmplD=146&departmentld=1>
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2005). Furthermore, despite the launching of an in-
formal sector retirement scheme in June 2005, by
the end of the year only 13,577 informal economy
workers were registered with the SSNIT (6,577 who
had signed on under the new scheme, together with
roughly 7,000 volunteer contributors), as compared
10 898,368 formal sector contributors (SSNIT, 2005).
This underscores the need for a more comprehen-
sive scheme to address the needs of both men and
women in both the formal and informal sectors.

The three-tier approach which the Pensions’
Commission has recommended to the government
is basically the World Bank’s template for managing
pensions through scaling down public schemes. The
privatization of pensions will create an opportunity
for a very few private individuals to access cheap
funds at the expense of the majority of citizens. Al-
ready a number of US firms are advertising their
private pension schemes in Ghana. This approach
has failed in Latin America (Bakvis, 2005) and is
unlikely to work here. Once the money goes into
private funds, the government would be deprived
of resources to invest in social services. Women’s
socioeconomic well-being in particular would be
sacrificed, especially in terms of their ability to ac-
cess affordable health care, safe drinking water and
improved energy technologies.

Research by the International Confederation of
Free Trade Unions (ICFTU) has shown that the ‘multi-
pillar’ system results in lower benefits for retirees,
partly due to the extremely high administrative costs
for private accounts encouraged by banks. Also,
the fiscal cost of diverting contributions away from
public pensions into mandatory private funds puts
pressure on governments to reduce spending on
other public services.

Clearly, a different national social security sys-
tem that addresses issues of inequality, and spe-
cifically targets women and other disadvantaged
groups, is what is needed to ensure a minimum life-
line provision for the poor and marginalized in rural
and urban communities in Ghana. =

(Continued on page 241)
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B HONDURAS

Between poverty and inequalities

Equipo del Centro de Estudios de la Mujer -

Honduras (CEM-H)

Suyapa Martinez

Ana Maria Ferrera

Equipo del Centro Hondurefio de Promocidn

para el Desarrollo Comunitario (CEPRODEC)
José Filadelfo Martinez

Hondurans are experiencing one of the most contra-
dictory moments of the democratic paradox. After 25
years of government freely elected by the will of the
people, the old issues of poverty and social exclusion
remain unresolved. Improvements in the legal frame-
work have not helped to increase citizen participation
nor to consolidate the rights of women in electoral
processes. On the contrary, small groups remain in
power, holding the government apparatus hostage,
while party structures survive under a vertical and
authoritarian framework which denies poor women
all access to elected and powerful positions in the
country. Although there are 31 congresswomen out
of atotal of 128 legislators, they do not represent poor
women, but rather the fundamentalist thinking of the
Catholic Opus Dei sector, and their actions obstruct all
progress which might have been made in the field of
women’s rights during the last quarter of a century.

Increasing corruption, which causes losses
estimated at USD 500 million a year, the fragility of
institutions and the system of patronage in party and
trade-union organizations within the government
are, among others factors, the cause of inefficiency
in the state system. Instead of attempting to banish
corruption, laws such as the so-called “Law Against
Grey Traffic” are passed, which does nothing but
generate a loss of over USD 69 million a year for the
Honduran Telecommunications Company (HON-
DUTEL) with the manifest intention of causing its
bankruptcy, although it is the state’s most profitable
company. The counterpartto this phenomenon s the
Public Ministry’s inaction regarding the more than 20
cases of corruption involving presidents, ministers
and other persons with a great deal of economic
power in the country.!

In spite of millions invested by the Poverty Re-
duction Strategy (PRS), both official and unofficial
figures make it clear that the state still maintains a so-
cial debt to the majority of its population. According
to the Social Foreign Debt Forum (FOSDEH), about

1 Interview with Congresswoman Silvia Ayala, National
Congress of Honduras.
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insecurity among the citizens.

Despite efforts proclaimed by successive democratic governments, reality shows a distinct discrepancy
between objectives and achievements. Inequities persist although the state has repeatedly attempted
to tackle the phenomenon of social inequality which affects the population in general, and women
in particular. Welfare projects have failed one after another, giving rise to increasing uncertainty and
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USD 3.85 billion?was spent on PRS programmes and
projects during the 2000-2006 period, whereas the
percentage of poor people was reduced by only 4%.°

Budgets which discriminate against women

The inefficiency of the governmental apparatus,
the dispersal of public investment and the lack of
a strategy arrived at by consensus and with a vi-
sion embracing the country as a whole, are among
the reasons for these results. The three successive
governments which have conducted the PRS have
implemented projects which have historically proven
to have little chance of contributing to the objectives
and goals of the programme. In the case of women,
it was possible to observe in a mapping exercise car-
ried out by CEM-H that only 14% of PRS resources
which reached local governments were assigned to
women. These interventions will, therefore, never be
able to change the unequal power relations between
men and women, or achieve strategic changes in
gender relations in the country; nor will women ever
be able to overcome the situation of poverty and vio-
lence in which the state has immersed them.*
According to the report on the Millennium De-
velopment Goals (MDGs) for 2007, female-headed
households constitute 25.6% of poor homes (UN
System in Honduras, 2007). The government of
Manuel Zelaya Rosales has made attempts to refor-
mulate the PRS, but in the new document women

* One of the BCI components was imputed based on data from
countries of a similar level.

2 Currency exchange rate used: USD 1 =HNL 19.

3 FOSDEH, <www.fosdeh.net/archivos/erp_act_2006_anexos.
pdf>.

4 Study carried out by CEM-H.
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still appear as a vulnerable population, which makes
it clear that gender mainstreaming has been fully
ignored by the current authorities.

Faced with this perspective, it would not be
going out on a limb to say that the country is very
unlikely fulfill the PRS goals and the eight MDGs
established for 2015.

An unwieldy and inefficient apparatus

Faced with the serious problems of citizen and ju-
ridical security, the issue of social security does not
appear among the basic concerns of the majority of
citizens, who are already used to living beyond the
boundaries of universally accepted rights.

The 1954 strike in the banana plantations of the
country’s Atlantic coast laid the foundations for the
present social security system. Five years later, the
current Labour Code was passed and the Honduran
Social Security Institute (IHSS) was established.

According to the Social Insurance Law, affiliation
to IHSS is compulsory for “private workers who lend
their services to anatural person oralegal entity; state
workers; those who work for autonomous and semi-
autonomous entities and the state’s decentralized
entities.” Likewise, the Law of Equal Opportunities for
Women, passed in 2000, establishes in Article 50 that
women in domestic service should be protected by
social security. However, the law is rarely obeyed.

The IHSS covers the following: illness, non-
work-related accidents, maternity, labour accidents
and work-related illness, old age, disability, death,
family subsidies, pensions for widows and orphans,
enforced work stoppage for legal reasons or proven
unemployment, and social services.

5 Decree No. 140/1959.
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Other institutions later emerged, such as the
National Pensions Institute for Employees and Of-
ficials of the Executive Branch (INJUMPEMP) in
1971, the Military Social Security Institute (IPM) in
1972, the Teachers’ National Social Security Institute
(INPREMA) in 1980, the Journalists’ Social Security
Institute (IPSP) in 1985, and the Honduras National
Autonomous University Social Security Institute (IN-
PREUNAH) in 1989.

The state formally recognizes social security as
aright. In the Constitution of 1982, Article 142 states
that “all persons have a right to the security of their
economic means of subsistence in the case of disabil-
ity to work or to obtain remunerated work” and Article
143 compels the state, employers and workers to
“contribute to the financing, improvement and expan-
sion of social insurance.” (Rojas Caron, 2001).

It is within this framework that the health sector
operates. It comprises the Ministry of Health, the
IHSS and the private sub-sector, with no coordina-
tion or functional links among them, in spite of com-
mitments to align and harmonize government action
and international cooperation.

In practice, the state has not fulfilled its consti-
tutional mandate, and different governments during
recent history’s so-called democratic period have
evaded their obligations. As an example, successive
governments have maintained an increasing debt
with IHSS regarding their obligations both as em-
ployers and government, and regarding the amounts
retained from the salaries of state employees.

The administration of the IHSS is shared by
the government, the private sector and workers’ as-
sociations. After half a century, coverage provided
by IHSS is deficient. Out of 5,507,697 persons of
working age, only 580,000 are insured directly by
IHSS and 843,900 are beneficiaries located in the
country’s largest cities (NSI, 2006).

Although there have been efforts to improve its
efficiency, in particular after 2001, when employers’
and workers’ percentages were increased, the quality
of the services rendered is still poor; a request for
a doctor’s appointment may take between two and
three months to fill, there is a long waiting list afflict-
ing beneficiaries in need of surgery, and the usual
answer obtained from the IHSS’s pharmacies is that
“there is no medication available.”

INJUPEMP members are employees of the
executive branch with indefinite work contracts.
The benefits provided are retirement pensions, dis-
ability pensions, benefit transferral, compensation
for death in active service or withdrawal from the
system, transfer of actuarial values, and also a mort-
gage and personal loans service. Until September
2002, membership amounted to 109,205 persons,
of whom 54,654 were active contributors and 2,190
were retirees and pensioners. Of the total contribu-
tors to that date, 50.4% were women and 49.6%
were men (Martinez, 2003).

INPREMA provides coverage for an approximate
population of 50,000 primary and secondary school
teachers. INPREUNAH provides coverage for about
4,500 university workers throughout the country.

Bearing in mind the quality of the services and
the low level of coverage, the pensions system faces

04-Pai’ses_in (143-248).indd 179

serious threats. According to the newspaper £/ Her-
aldo, in 2005 public social security institutions were
burdened by a cumulative operating deficit of over
USD 200 million (L6pez Garcia, 2005). Although at
present these institutions have sufficient funds to
pay members their benefits, in the medium and long
term the situation could become quite serious.

Growing discontent among the population in
general and direct users of the national social security
system has allowed plans for the privatization of pen-
sion funds in particular to be re-launched. Companies
devoted to this business are already operating in the
country and a law is being promoted which could be a
starting point for putting it into practice.

Citizen security for women: utopia

Between 2003 and July 2007, 673 women were
murdered, and these crimes remain unpunished.®
Despite the fact thatin 2006 the sum of USD 894,000
was approved in the General Budget of the Republic
for the establishment of special units for the investi-
gation of violent deaths of women, to date the gov-
ernment has not yet managed to identify the funds
required in order to make them available to the Public
Ministry. Domestic violence is on the rise, with over
12,000 cases reported in 2006, but the creation of
specialized courts in two large cities (stipulated by
the Law Against Domestic Violence of 1997) is still
being delayed. A significant fact is that over 12% of
the crimes against women are carried out by their
partners, with the aggravating circumstance that the
victims had already filed a complaint, without receiv-
ing the protection from the state which is required
by law. The Human Rights Committee, responding
to the government and alternative reports on the
International Covenant on Civil and Political Rights
in November 2006, recommended that the state
should “take appropriate measures to combat do-
mestic violence and ensure that those responsible
be brought to trial...” and further “invites the State
Party to educate the population as a whole on the
need to respect the rights and dignity of women, with
aview to changing cultural patterns.”

However, the current situation is far from one
of respect for and implementation of these recom-
mendations. Christian fundamentalist groups, to-
gether with government forces, have opposed the
use of sex education and gender equity guidelines
in educational centres, exhibiting a lack of interest
in the increase of HIV/AIDS cases, 46.25% of which
affect women. Only 52% of the persons living with
HIV/AIDS have access to antiretroviral medication
(UN System in Honduras, 2007).

In addition to all of this, the Optional Protocol
to the Convention on the Elimination of All Forms
of Discrimination against Women (CEDAW) has not
yet been ratified, a fundamental requisite to enable
women’s organizations and the victims themselves
to file the corresponding international reports. In
spite of the pressure brought to bear by the organ-
ized women’s movement, the government continues
to delay ratification, thus demonstrating a lack of

6 CEM-H Documentation Centre Database and General
Criminal Investigation Office.
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political will to make progress in reducing discrimi-
nation against women.

The Solidarity Network and the forbidden
dream of the majority

Most citizens are excluded from social security. The
Solidarity Network Programme created by Presi-
dent Manuel Zelaya’s government is an attempt to
organize “all existing actions to provide access to
mechanisms of social protection for families in con-
ditions of poverty and extreme poverty.”” During
the 2006-2010 period, the Solidarity Network will
give priority to 252,484 households in a condition
of extreme poverty throughout the country. To meet
this demand, the government has increased the
budget for the next three years by approximately
USD 198 million. Compensation programmes such
as the Honduran Social Investment Fund, the Fam-
ily Allowance Programme which administers the
conditional family voucher,? the School Fund and
the senior citizens” voucher, will now be a part of the
Solidarity Network package, under the direction of
the country’s first lady’. The Ministry of Education is
in charge of distributing to secondary public school
students a student voucher for USD 21 ayear as well
as a school meal and a basic package to handle the
more common illnesses. The Ministry of Agriculture
and Livestock distributes what is known as a ‘tech-
nological voucher’, which provides recipients with a
setamount of fertilizer and seeds for planting corn or
beans. The National Sustainable Rural Development
Programme encompasses credit programmes, road
improvement and irrigation systems to foster agri-
cultural production.

In practice, the Solidarity Network initiative re-
places the PRS as a policy. The government is ignoring
the consultation mechanisms established by the PRS
in the implementation of the network, which is being
handled with an evident political-sectarian bias. The
resources required are very high in relation to the gov-
ernment’s capacity, and will have to be obtained from
the cancellation of the debt or from new loans obtained
from financial institutions. In conclusion, the Solidar-
ity Network is a welfare package which increases the
country’s debtand condemns the poorto flee the coun-
try or to depend permanently on handouts. =
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B HUNGARY

Privatization targets few remaining public services

reforms’.

ATTAC Hungary
Matyas Benyik

After the collapse of the socialist system, the trans-
formation to a capitalist economy had severe so-
cial impacts. In the early years of the transition,
up until the mid-1990s, GDP fell by about 20%,
accompanied by a drastic decline in real wages and
a dramatic increase in unemployment and poverty.
The country’s GDP eventually reached its 1989 level
in 1999, while real wages only recovered their pre-
transition level in 2002. The number of jobs sunk
from 5 million to 3.8 million. The loss of jobs and
growing unemployment have become the main fac-
tors causing poverty. With growing inequalities,
about 60% of the population of 10 million have
been adversely affected. The sectors hardest hit
by the difficulties include unskilled workers, the
population living in small settlements, families with
children, and the Roma people (who made up about
7% of the total population in 2006).

Based on UNDP’s definition of poverty —namely
the proportion of those living on a daily income of
less than USD 4.3 in terms of purchasing power
parity (PPP) — 11% of the population was poor in
1991. During the subsequent economic recession
the poverty rate steadily increased and reached its
peak (18%) in 1996, then began to decrease consist-
ently. By the end of the 1990s this figure had fallen
10 6%. The relative poverty rate (the proportion of
those living on less than 60% of the median income)
increased from 11% in 1991 to 13% in 1995, and in
2004, 13.9% of the population could be considered
poor in accordance with this standard. However,
when measured on the basis of another definition of
poverty —the proportion of those living on less than
half of the average consumption level of the EU-15"
—73% of Hungarians are poor.

Practically all areas of social policy have been
affected by the transition and the neoliberal policies
dictated by the international financial institutions
in accordance with the Washington Consensus, in
other words, the strengthening of individual respon-
sibility and the weakening of public responsibility.
Meanwhile, labour rights have been weakened and
joblessness has increased, so that labour security
has been strongly undermined.

1 The 15 members of the European Union before the 2004
enlargement.
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Practically all areas of social policy have been affected by the transition from a socialist to a capitalist
economy and by the neoliberal policies dictated by the international financial institutions. Wide-scale
privatization has resulted in foreign ownership of two thirds of industry, and today even the handful
of public services still provided by the state are being privatized under the official slogan of ‘necessary
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In accordance with the Lishon Strategy, the
EU’s open method of coordination (OMC) on social
protection and social inclusion is based on the fight
against poverty and social exclusion, and includes
the establishment of adequate and sustainable pen-
sion and health care systems. As part of the OMC,
a standardized Hungarian National Strategy Report
(HNSR) was prepared in 2006 by the Committee
Against Social Exclusion for the period 2006-2008.
The HNSR was drawn up in parallel with the elabora-
tion of measures toimplement the new government’s
comprehensive package of reforms, aiming at:

e Restoring macroeconomic balance.

e |mplementing a reform process encompassing
the entire operation of the state, including social
services (public health, pension system, educa-
tion, social policy, etc.)

e Elaborating and implementing acomprehensive
development policy.

The HNSR was submitted to the European
Commission in autumn 2006 together with the Con-
vergence Programme, the New Hungary Develop-
ment Plan and the Revised National Lisbon Action
Programme.

The official slogan of ‘necessary reforms’

Privatization had already begun in the early 1980s. In
‘socialist’ Hungary, a dual economy emerged, con-
sisting of the first economy, which covered the state
sector, and the second economy, covering all private
initiatives and contributing close to one quarter of the

* One of the BCI components was imputed based on data from
countries of a similar level.
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aggregate household income in 1988. Some of these
private initiatives were legalized and even encour-
aged by the ‘socialist’ state.

Another stage of privatization, starting in 1988,
was the so-called ‘spontaneous privatization’,
which meant the uncontrolled process of the trans-
fer of state-owned property into private hands. The
main players in this process were managers with
connections in the state machinery, and it primarily
involved the establishment of joint ventures with
Western partners. Spontaneous privatization came
to an end in early 1990 because the government
realized that managers were an important source
of capital and a legal framework for management
buyouts was set up. Beginning in early 1993, it was
also possible for employees to obtain shares in
large state-owned companies, although the shares
made available represented only 10% to 15% of
total ownership. Privatization was led centrally and
proceeded at a fairly brisk pace until 1994.

In the mid-1990s, the Hungarian privatization
policy was aimed at the fiscal potential of privati-
zation and therefore favoured direct sales of state-
owned companies to foreign strategic investors.
Some of the largest privatization deals in the Central
and Eastern European region were struck, including
the sale of gas distribution companies, electricity
distributors and power stations. As a result of this
policy, the flow of foreign direct investment into the
country since 1990 has exceeded EUR 62 billion
(USD 84.3 billion), which is now the highest in the
region in per capita terms. The share of foreign capi-
tal (mostly transnational corporations) in industrial
ownership is two thirds.

By the end of the 1990s, the privatization proc-
ess had been practically completed, and only a small
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number of public services (e.g. health care, transport,
postal services, education) remained in state hands.
But even these public services are now being priva-
tized under the official slogan of ‘necessary reforms’.

Pensions shift from social security
to private investment focus

Since 1998 the mandatory public pension system
has consisted of two ‘pillars’. The first is the social
security pension system, operating on a ‘pay as
you go’ basis and financed from contributions paid
by the employer and the employee. The second
pillar comprises market-based private pension
funds.? Individuals starting out in the work force
are obliged to participate in the mixed system (i.e.
in both pillars) and a considerable part of their in-
dividual pension contribution (8% of 8.5%) goes
to the private pension fund they select. The mixed
system currently covers over 60% of the whole in-
sured population. Private pension funds will begin
to administer their services as of 2013, and will
not comprise a ‘typical’ pension payment system
until 2020, which leaves the social security pension
system as an exclusive or predominant player for
decades to come.

The retirement age is now 62 years for men and
60 years for women. However, various forms of early
retirement exist and are often used, which means
the average effective retirement age is significantly
lower. The amount of pension received under the
social security pension system depends on the pre-
retirement average monthly salary and the number
of years of employment. In the second pillar it will
depend on the contribution paid, plus yields, minus
the costs of the fund chosen by the insurance holder.
In 2006 the minimum pension was about EUR 100
per month (USD 136).

In addition to providing an income for the elder-
ly, pensions comprise a significant source of income
for a large number of households and thus have an
impact on the standard of living of the economically
active population as well.

Public health: structural problems,
misguided reforms

The financing of health care is based on two pillars.
Maintenance costs are borne by the clinic and hos-
pital owners (primarily local governments), while
operating costs are covered by the National Health
Insurance Fund (NHIF). The NHIF is partially funded
through compulsory payroll contributions from both
employers and employees, combined with transfers
from the central budget. In addition, private expen-
ditures are estimated to represent between 20% and
30% of health expenditures today.

The current health care system faces serious
structural problems. Health services do not rely on
potential prevention and screening systems from ei-
ther an organizational or a professional point of view,
and the capacity of rehabilitation centres is insuf-
ficient as well. Structural problems are made more
severe by overlaps existing between certain services

2 Thereis also a ‘third pillar’ of fully voluntary contributions to
private mutual funds.
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(e.g. health and social system), and the lack of ad-
vanced communications, which further obstructs the
efficient operation of the health service system.

Under the slogan of ‘reforms’, the ruling so-
cial-liberal government is closing down hospitals,
leading to a significant decrease in the number of
hospital beds. Another objective of this ‘reform
policy’is to open the way for private health insurance
companies.

Increased joblessness,
decreased protection

During the socialist era, the country followed the
principle of ‘full employment’. Today, its labour
market is characterized by a low employment rate
(56.9% in 2005, although the rate of unregistered
employment s estimated to be around 15% to 20%);
a moderate — yet growing — rate of unemployment
(7.5% in 2006); and a rather high rate of inactivity
(38.6% in 2005).

The employment rate is especially low among
individuals with low skills, members of disadvan-
taged groups, young people and the elderly. The
unemployment rate among people with no elemen-
tary education was 35.3%, and among those with
an elementary education it was 13.6%, while for the
population aged 15 to 24 it was 19.1% in 2006.

Since the beginning of the systemic change, the
unemployment rate has been consistently lower for
women than for men, although the decline in activ-
ity has been greater among women, contributing
largely to the decreasing total participation. One of
the main reasons for this is that women faced with
the difficulty of finding a job were more inclined to
choose early retirement schemes as a preferred
way of withdrawing from the labour market: several
hundred thousand took early retirement or simply
became housewives. The fact that the retirement age
was lower under the socialist planned economy (55
years for women, 60 years for men) contributed to
the widespread use of these schemes. The gender
gap is greatest in the activity rate of the 55-59 age
group, where it stands at 45.9% for men and only
16.6% for women.

The Roma population is faced with the most
disadvantaged situation. They were among the first
to become unemployed in the late 1980s, and most
have been unable to re-enter the labour market,
where they face serious discrimination. Although
they make up only 7% of the country’s population,
they represent between 25% and 30% of the reg-
istered unemployed. In 2003, only 29% of Roma
men and 15% of Roma women aged 15 to 59 had
jobs.

In the meantime, social insurance in times of
unemployment has become increasingly limited.
Tighter eligibility conditions for unemployment ben-
efits were firstintroduced in 1992, and the entitlement
period was cut initially from two years to 18 months,
and later to one year. The ratio of benefit to last wage
was also reduced. In 2000 the entitlement period
for unemployment benefits was further reduced to
only nine months, and since 1 November 2005, un-
employment benefits have been replaced by a ‘job-
search benefit’.
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Social protection

Social protection expenditure constitutes over one
fifth of the GDP. In 2003, over one third of welfare
spending went to financing old age pensions, while
old age, survivors and disability pensions combined
accounted for 50% of social protection expenditure
(10.5% of GDP). A further 30% of expenditure was
allocated to health care, while family/children’s ben-
efits represent almost 3% of GDP.

Hungary operates a sophisticated family benefit
system in which various forms of benefits may be
universal, tied to the payment of contributions, or
income-dependent. Benefits include, among oth-
ers, family allowance, family tax benefits, pregnancy
confinement benefits and child-care allowance. The
reduction of child poverty has been a social expendi-
ture priority since 2006.

According to a survey taken in 2005, on av-
erage 52% of the total annual income of house-
holds derives from work and 43% is some kind of
welfare transfer. The largest welfare contribution
to household income — approximately one fourth
—comes from old age pensions, including all pen-
sion-like benefits. The second largest item (5%) is
family benefits (maternity and child-related ben-
efits together), while disability pensions represent
a similar share (4%). More than half of the popula-
tion receives payment compensation for electricity
and gas expenditures. The disbursement of social
assistance is basically the responsibility of local
governments. =
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B INDIA

Macroeconomic growth, challenging realities

National Social Watch Coalition
Himanshu Jha
Santosh K Patra

The Indian state is now moving towards a growth-
oriented neoliberal policy, where GDP growth, pri-
vatization and industrial expansion have become
buzzwords for the future. Yet there are considerable
sections of society who are in need of some kind
of safety net to realize their economic, social and
cultural rights. In this phase of 9%-plus annual
economic growth, it has become inevitable to move
towards the realization of social security for all.

The nature of socioeconomic and demographic
realities is such that it makes an effective social
security system a necessity. The percentage of the
population living below the poverty line s stillaround
27.8%. People aged 60 and over now make up 7% of
the total population and projections indicate that the
population in this age group will grow to 100 million
by 2013. Workers in the unorganized or informal
sector number over 370 million and represent 93%
of the total workforce. The unemployment rate in the
country increased from 6.1% in 1993-1994 to 7.3%
in 1999-2000, and then rose even further to 8.3% in
2004-2005. The country’s current economic growth
has clearly not generated employment, and employ-
ment levels have declined even in the organized (for-
mal) sector (Government of India, 2006).

Agriculture is an important sector supporting
close to 115 million families across the country and
providing employment to around 58.2% of all work-
ers. Itis therefore a matter of particular concern that
there has also been a sharp increase in unemploy-
ment among agricultural labour households — from
9.5% in 1993-1994 to 15.3% in 2004-2005 — which
are already among the country’s poorest households
(Government of India, 2006).

The urgent need for an effective social security
system is increased by the rapid and widespread
changes at the present juncture. Indian society is
undergoing transitions on several fronts where the
traditional social security system has almost com-
pletely broken down, leaving the old, the destitute
and other vulnerable sectors to fend for themselves.
On the other hand, the retreat of the state under the
impact of the neoliberal framework and the forces
of globalization has created a policy dilemma in
which the concerns of the welfare state have been
left behind. In spite of constitutional stipulations
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regarding the provision of social security, the cur-
rent system leaves wide gaps, especially in terms
of covering vulnerable sectors of the population
like the elderly, women, children, and the millions
of paid and unpaid workers employed in the unor-
ganized sector. So far, there has been an absence
of a comprehensive and realistic social security
net provided by the state. Existing initiatives are
ridden by ineffective and insufficient implementa-
tion and lack a long-term perspective. The state
cannot shy away from its commitments under the
constitutional stipulations. The multidimensional
nature of the issue of social security makes it not
only more complex but also more urgently in need
of immediate action.

Social security for the informal sector:
initiatives and challenges

While there is somewhat of a social security frame-
work in place for the organized sector, there has been
a serious gap in the social security policy for the
unorganized sector. Qut of 399 million workers in
1999-2000, it is estimated that 371.2 million (nearly
93% of the entire work force) were employed in the
unorganized sector, as compared to only 27.8 million
(7%) in the organized sector (Sakthivel and Joddar,
2006).

In line with the commitment made in its Na-
tional Common Minimum Programme, the United
Progressive Alliance government recently finalized
the drafting of a social security bill for workers in
the unorganized sector. As a complement to existing
social security provisions at the national and state
level, the bill offers such social protection measures
as health insurance, maternity benefits and old age
benefits to workers in the informal sector, while also
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addressing the conservation of natural resources
on which workers depend for their livelihood. The
uniqueness of the bill is that it is founded on a rights-
based framework and is legally enforceable. The pro-
posed scheme would be voluntary and contributory
in nature, with contributions from both workers and
government.

A closer look at the draft bill, however, reveals
some glaring gaps. First of all, the bill is not in conso-
nance with the principles of non-discrimination and
equity upheld by ourconstitutionand the international
covenants ratified by India, such as the International
Covenant on Economic, Social and Cultural Rights.
The bill will cause further fragmentation by excluding
people already covered in the existing schemes, and
takes a segmented approach to providing social se-
curity by making a distinction between the organized
and unorganized sectors instead of consolidating the
two (Duggal, 2006). Questions can also be raised
about the very definition of ‘unorganized’. Accord-
ing to the National Commission for Enterprises in
the Unorganized Sector, these are unincorporated
enterprises owned by the individuals or households,
which employ less than ten people. However, there
are workers in the formal sector as well who may fall
under the category of ‘unorganized’ because they do
not have the rights and privileges that those working
in the organized sector are supposed to enjoy (Chan-
drasekhar and Ghosh, 2006).

The bill has also adopted a ‘blanket’ approach
towards the unorganized sector, failing to take
into account its heterogeneity. As observers have
pointed out, the specific minimum social security
package needed by each of the sub-sectors is likely
to be different, due to different priorities (Hirway,
2006).
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Furthermore, while the provision of minimum
social security coverage to the unorganized sector
is a welcome initiative, the amount of money that is
ultimately going to be received by the beneficiaries
under different schemes and categories is clearly
insufficient. For example, the proposed old age pen-
sion for workers below the poverty line after the age
of 60 would be INR 200 a month (scarcely USD 5),
while accidental death would be compensated with
a lump-sum payment to survivors of INR 25,000
(USD 615). This raises questions about the inten-
tions and the will of the policy makers, and leads
oneto wonder if this is perhaps yet another example
of tokenism.

The elaborate institutional structure suggested
by the bill depends upon the usual hierarchically
graded system reaching from the central govern-
ment to the district level, with the involvement of
grassroots organizations like the panchayats (lo-
cal government bodies), self-help groups and trade
unions. However, this elaborate set-up has proven
ineffective in many other previous schemes, and the
fact that grassroots institutions are already loaded
with many other functions casts serious doubts
about their ability to effectively carry out this new
initiative.

Thetendency to overload the existing machinery
and procedures is also illustrated by the fact that the
notoriously inadequate ‘below poverty line’ criterion
is proposed to be used for identifying the beneficiary
households (Hirway, 2006).

In response to the social security bill, trade un-
ion federations have emphasized the need toimprove
the legislative proposals with more specific and con-
crete provisions on such issues as protection against
job loss, appropriate compensation, working hours,
labour inspection and dispute/grievance settlement
machinery, and punishment for violations of labour
standards (Central Trade Unions, 2006).

Increased need for protection of the elderly

The increasing life expectancy and growing share of
the population aged 60 and over necessitate com-
prehensive social security coverage for older adults,
who made up close to 7% of the population in 2001
and are predicted to account for almost 9% in 2016
(Government of India, n.d.). Estimates place the
number of people aged 60 and over at 100 million by
2013 and 198 million in 2030.

Aside from the large size of the elderly popula-
tion in the future, there are other factors that raise
concern. Around 80% of the elderly live in rural
areas, posing challenges with regard to an effective
delivery mechanism for assistance. In addition, the
feminization of this problem is highlighted by the
prediction that women will make up 51% of the
elderly population by 2016. Finally, the very eld-
erly population — those aged 80 and over — is also
increasing, and about 30% of this population lives
below the poverty line (EPW, 2007).

In general terms, even the wage-earning popu-
lation tends to move below the poverty line in old
age because of insufficient savings and other con-
tingencies. There are currently few social security
provisions for the aged, and the existing provident
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fund and pension schemes apply only to the organ-
ized sector, leaving the vast unorganized sector un-
covered. Other schemes providing some degree of
protection to senior citizens are available in the form
of marginally higher interest rates on small savings,
but much of the effort to save for the future has been
thwarted by the recent decision to tax accumulated
savings (Gopal, 2006).

The Directive Principles of State Policy stipulate
that “the state shall, within the limits of its economic
capacity and development, make effective provision
for securing the rights of public assistance in cases
of old age.” In this regard, the National Policy for
Older Persons, announced in January 1999, could
perhaps be viewed as a milestone. However, a re-
cent study conducted by HelpAge India concludes
that progress on its implementation has been tardy
(EPW, 2007).

In February 2006, the Cabinet approved the
Maintenance and Welfare of Parents and Senior
Citizens Bill. The bill mentions a number of gov-
ernment initiatives, including the maintenance of
a database on the elderly, the provision of an old
age pension of INR 1,000 (USD 24.6) per month,
and the establishment of an adequate number of
old age homes, especially for those with no family
support (EPW, 2007). The bill also outlines the set-
ting up of tribunals through which the government
would take action against individuals who do not
take proper care of their elderly parents, resulting
in imprisonment and fines of up to INR 5,000 (USD
123). This kind of legislation was long overdue,
but what is needed now is its quick and effective
implementation.

Women deprived as beneficiaries

Unpaid workers have been excluded from the pro-
posed social security schemes for the unorganized
sector, which has grave gender implications, since
women tend to be considerably overrepresented
among unpaid family workers (Neetha, 2006). Ex-
cluding unpaid workers as beneficiaries of these
schemes will directly affect these women workers
who already face the twin deprivations of being poor
as well as being women.

Such a gender bias can also be seen in the
National Policy for Older Persons. As Gopal (2006)
notes, although it recognizes the higher life expect-
ancy of women, “there is not much emphasis to high-
light the gender implications of such a policy despite
evidence that women in this category suffer greater
vulnerability. In the sections on healthcare, nutrition,
shelter and education, there is no specific reference
to women’s situation.”

Schemes such as the Integrated Rural Develop-
ment Programme, Integrated Child Development
Services, Development of Women and Children in
Rural Areas and other socioeconomic programmes
have been operating since the 1980s, but so far have
not been able to achieve the desired results. “Even
though the state targets the family for provision of
social security, as faras women are concerned, when
their tie to the breadwinner is broken in case of di-
vorce, desertion, separation or widowhood, it means
destitution” (Gopal, 2006).
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Rural employment scheme

shows mixed results

The National Rural Employment Guarantee Pro-
gramme (NREGP)' is perhaps one of the most exten-
sive schemes in recent years to provide employment
in rural areas during the lean season. It covers 200
districts across the country, with the objective of
providing 100 days of guaranteed unskilled wage
employment to each rural household opting for it.
The NREGP is a demand-driven scheme, focusing
on works related to water conservation, drought
proofing, land development, flood control, drainage
and rural connectivity. One major limitation of this
programme, however, is the complete disconnect
between rural infrastructure plans and the NREGP-
related creation of infrastructure.

The implementation of the programme so far
has shown mixed results. The registration percent-
age among eligible households ranges from 14.1%
to 100% in some districts. The awareness level
among the beneficiaries about the programme is
also very low. Much needs to be fine-tuned in the
implementation and utilization of the programme,
in order to address such problems as the general
awareness level, the timely and prescribed payment
of wages, and the role of local self-government bod-
ies (gram sabhas and panchayats) through which
the programme is supposed to be implemented at
the grassroots.

Essentially, the NREGP is more of an income
support programme intended to help people face
the current drought of work, and is not an instru-
ment of generating employment in the medium to
longrun. m
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B IRAQ

Youth bear the brunt of violence, insecurity and poverty

Iraqi Al-Amal Association
Dr. Wamith Khalil Al-Qassab’

This report focuses primarily on youth in Iraq, as they
represent a large section of society: 28% of the total
populationis aged between 15 and 29 and another 10%
between 30 and 35. For the past three decades, the
younger generations have grown up inasociety marked
by oppression, despotism and arbitrary policies, and
have suffered the effects of economic sanctions. They
have been used as a tool in wars, targeted by every
power that wants to control the country, and forced to
assimilate changes in religious, cultural, social and po-
litical practices. Violence and humanitarian crisis have
become a part of daily life. Because of all this, social
security is more essential than ever as a basis for the
young to play a role in rebuilding their nation.

Employment opportunities
limited by violence

Decades of armed conflict have made Iraq a mark-
edly ‘young’ society. Many members of the older
generation were killed in wars, leaving young people
with the responsibility of working to help support
their families. Under the previous regime, young
men were obliged to enter into military service after
graduating from secondary school and college, but
since this has not been the case in the last four years,
there have been a rising number of young people
flooding the job market.

The proportion of youth among job seekers in
the private sector or in government rose from 30%
before 2003 to 70% between 2003 and 2005. After
2005, those seeking work in the private sector de-
creased to 50%, while those looking for government
jobs rose from 70% in 2004 to 97% in 2007. The
reason for this is that terror attacks on private sector
establishments have led more and more people to
aspire to the security of a job in the government,
even if they are already working in the private sector.
On the other hand, the increased activity of militia
groups has led to a decrease in private sector em-
ployment opportunities, since most foreign inves-
tors withdraw after only a few months of work. Since

There are no available data en GEI components.

1 Dr. Wamith Khalil Al-Qassab is the programme coordinator
of the Al-Amal Association’s Iraqi Youth Civil Dialogue
Programme; email: <wamith_2004@yahoo.com>.
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2003, because of the threat of violence and the kid-
napping of their employees, many foreign business
owners have been forced to move their operations to
safer areas or leave the country for good.

The Iragi economy was essentially awar economy
from the 1980s until 2003, with the vast majority of
government resources channelled to military spending.
Under the previous regime, young men entering the job
market at the age of 29 after completing their military
service were faced with salaries of between USD 5 and
USD 20 monthly in government jobs and USD 20 to
USD 50 in the private sector. Young female workers
received similar salaries but had far fewer employment
opportunities. Meanwhile, between 1990 and 2003, a
family needed an income of at least USD 100 monthly
to meet their minimum needs for survival.

After 2003, the influx of foreign investors drawn
by the drastic cuts in trade tariffs and the lucrative
opportunities to participate in rebuilding the country,
along with a new salary system established by the
government, raised salaries to between USD 100 and
USD 300 month. At the same time, however, agree-
ments struck between the government and interna-
tional banks led to a rise in fuel prices and service
fees and a collapse in the electrical system, leading
to a whole new set of needs for Iragi families: fuel
for electricity generators, heating and cooking gas,
and water filters. As a result, a family now needs an
income of between USD 200 and USD 300 a month
to survive. Therefore, more than ever before, young
people have an obligation to contribute to family in-
come. Yet with the ongoing violence making jobs
outside the government less and less available, and
the threats from armed groups against those who
work in the government, many young people end up
sitting at home and waiting for relief.
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Young people have been especially hard hit by the violence and humanitarian crisis situation facing
Iraq. Many must work to help support their families, yet face an unemployment rate estimated at 50%.
Literacy rates in young adults are declining, largely because of growing numbers of girls being kept
out of school for questions of safety or religious restrictions. Youth aged 13 to 35 account for 65% of the
victims of military operations and terror attacks, and most of these young victims are civilians.’

Meanwhile, the number of females working in
the private sector has decreased over time, because
in many areas of the country, restrictions are being
placed on women'’s style of dress and freedom of
movement in accordance with the Islamic religion
— despite the fact that the Iraqi Constitution states
that all people have the right to work and live free
from discrimination.

The government has attempted to decrease the
high rate of unemployment among the country’s
youth by opening offices where young people can
register to seek work. However, the large numbers
of job seekers and limited numbers of job openings
have created the conditions for corruption, while the
youth unemployment rate remains critically high,
and has been estimated at up to 50%.

Between 2006 and 2007, the Iraqi Youth Givil
Dialogue Programme undertook a project to compare
the living and employment conditions of young people
in three areas of the country: the north (Sulaimaniya),
the south (Dhigar) and Baghdad. As can be seen in
Table 1, despite the regional variations observed, the
situation throughout the country is troubling.

Declining literacy rates

The government has always supported the educa-
tional system and school attendance is mandatory for
the country’s children. However, the violence and eco-
nomic hardship of recent years have left many families
without support and forced many young people to
leave school and accept low-paying jobs, although
some attempt to study and work at the same time.

According to the United Nations Development
Programme (UNDP) (2004), the literacy rate for
youth aged 15 to 24 was 74% in 2004, which was
lower than the literacy rates for the 25 to 34 age
group, reflecting deterioration in educational per-
formance. Today, some estimates place the literacy
rate for youth aged 15 to 24 as low as 55%. This
decline is largely the result of decreasing literacy
rates among girls, an increasing number of whom
are being kept out of school, sometimes out of fear
for their safety, and other times because they must
stay at home and work.

In spite of this, among Iragi youth who are
able to undertake tertiary studies, females made up
55.4% of university admissions in 2006, and ac-
counted for 63.3% of the highest grades among
university students.

As Iraqi youth started to open up to technology
in the past three years their applications to higher

14/9/07 15:17:32



education institutions have increased by 14% yearly.
At the same time, however, tribal traditions and reli-
gious regulations affect their ability to seek an educa-
tion, as some ethnic groups in southern Iraq prohibit
girls and young women from entering internet cen-
tres or public libraries. There is also an increasing
tendency to segregate male and female students,
as well as campaigns against female students who
refuse to wear veils.

Meanwhile, military operations sometimes
make going to school or university impossible for
many days on end, and this situation obviously has
a serious impact on the education process. In addi-
tion, the growing influence of militia groups in some
schools and universities forces many students to
move to other institutes were there is a majority of
students from their own ethnic group.

Factors like these have made many students
aspire to finishing their education outside Iraqg. A
recent survey found that 66% of male students and
34% of female students said they would prefer to
study abroad.

Violence and insecurity has also had a profound
impact on the academic community. As of 2006, an
estimated 172 scholars had been kidnapped, be-
tween 100 and 200 had been killed, and 66% said
they feared for their lives. Not surprisingly, some
3,000 scholars have emigrated in recent years.

Most victims of military operations
are young

While the government has historically provided peo-
ple with the right to be treated free of charge or with
minimum fees in government hospitals, the current
conditions facing the health sector have made this
commitment impossible to uphold.

According to a 2007 report from Oxfam Inter-
national, 90% of the country’s 180 hospitals lack
essential resources such as basic medical and surgi-
cal supplies. In addition to the shortage of medical
supplies, hospitals have also been seriously affected
by the destruction of water supply networks and the
restricted supply of electricity.

Youth between the ages of 13 and 35 account
for 65% of the victims of military operations and
terror attacks, and most of these young victims are
civilians. The large numbers of people left wounded
as a result of the ongoing violence exceed the ability
of any hospital to provide adequate care. In addition,
the need for assistance for people left disabled as
a result of their injuries far outstrips the country’s
current capabilities.

Meanwhile, attacks against doctors and medi-
cal sector workers have led to the loss of experts in
the medical field, putting more pressure on young
graduates to fill the vacancies. It is estimated that
since 2004, between 25 and 40 doctors have been
killed, 160 to 300 doctors have been kidnapped, and
some 3,000 doctors have left the country.

Women’s freedom increasingly curtailed

As a party to the U.N. Convention on the Elimination
of All Forms of Discrimination against Women, the
Iragi state has an obligation to “take all appropriate
measures to eliminate discrimination against women
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TABLE 1. Youth, employment, violence and poverty

®
| TABLE 1. Youn employment vioenceandpovery |

Dhigar Baghdad Sulaimaniya

Employed youth working in government jobs 20% 50% 45%
Youth leaving their jobs to look for jobs 70% 24% 70%

in government

Youth who believe violence and terror affect their o o o
sources of income it R it
People living under the poverty line 84% 63% 28%
People living on a minimum survival income 68% 1% 32%
Unemployment among young women 80% 67% 35%

by any person, organization or enterprise,” as well as
to “modify or abolish existing laws, regulations, cus-
toms and practices which constitute discrimination
against women.”

Despite this international commitment, Iraqi
women are seeing their freedoms increasingly cur-
tailed by the ongoing violence and the spread of
new ideas that seek to control women in the name
of tradition and radical religious belief. While Iraqi
society provided women with a relatively high degree
of freedom in the last five decades, today there is
growing influence on the part of militia organizations
and armed groups that have severely limited wom-
en’s movement by prohibiting them from driving
cars or leaving their homes without a veil. Military
operations further restrict women’s opportunities by
forcing them to work and study near their homes.

Concluding remarks and recommendations

e Government commitments to human rights and
international conventions must be made more
active and effective through government action
to ensure that its obligations to the people are
fulfilled.

e Violence is the major source of insecurity in all
branches of life in Iraq, and all major players in
the country must take responsibility for what is
happening and the crises that people are facing.

* International organizations and the Iragi govern-
ment must work towards enhancing human se-
curity by promoting dialogue, the exchange of
experience and joint work among young people,
and empowering young people in the demo-
cratic transformation by rejecting violence and
fostering participation inthe development proc-
ess on all levels (political, social, economic and
cultural).

e The country’s citizenship must be mobilized
through a call for national unity amongst Iragis
by adopting dialogue as the only way to achieve
national reconciliation, based on unity within
diversity, non-violence, respect for human
rights, and national independence, to preserve
the country’s natural resources from waste and
corruption.

o Effective cooperation between the Iraqi govern-
mentand civil society organizations will provide
greater opportunities for incorporating social
security into laws and government policies.
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e Children’s and women’s rights must be given
more support to be fully realized, and NGOs
must be given greater space to work to spread
awareness of these rights.

¢ Youth need to be trained to participate in the re-
building of the country by learning their human
and social rights.

e The concepts of social security and human
rights should be linked through civil society
work in order to build a new generation able to
stand against all challenges in Iraqg.

e The United Nations and international organiza-
tions from all over the world should be called
on to take a larger part in helping to address the
humanitarian crisis facing the country.

e Priority must be placed on the needs and role of
women as key players in the process of human
security.

e Allcitizens of Irag must be made beneficiaries of
the wealth derived from oil production by sup-
porting social and human security programmes
and projects.

* Cooperation between NGOs and donors or
local banks is needed to provide small loans
for youth and women to implement income-
generating projects in towns or villages, espe-
cially for widows or women with no source of
income.

e More aid must be directed to the two million
internally displaced persons and two million
refugees to provide them with food, water, edu-
cation and health services.
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Current social expenditure trends

In Italy it is quite commonly believed that public ex-
penditure is excessive, not only in absolute terms,
but also in relation to other industrialized countries.
In fact, however, European countries spend on av-
erage more than what is spent in Italy. This is not
true only in the case of pension-related expenditure,
whereas for social assistance and social security,
Italy ranks among the last positions of European
countries. One of the most critical aspects lies in
the fact that as an ageing country, Italians are now
increasingly paying more for their elderly without a
sufficient generational exchange that can produce
enough revenue to cover all social security costs.

Social protection expenditure in Italy represents
roughly a quarter of GDP. During the last five years it
has grown at a relatively high rate, though at a slower
pace if compared with previous periods. The average
increase in nominal terms between 2001 and 2005
was 4.9%, while it was 5.2% between 1996 and 2000
and 6.5% between 1990 and 1995. The ratio between
social expenditure and GDP has grown by 1.6 percent-
age points during the last five years, rising from 24.5%
in 2001 to 26.1% in 2005 (Pizzuti, 2007)." Most of the
increase, however, is due to a slowing down of GDP
growth. In 2005, for example, Italian GDP increased
by 0.1%, while in order to maintain the same services,
public expenditures had to grow by at least the same
amount as the inflation rate, i.e. 2.4%.

Most of the increase in social protection expen-
ditures is due to public institutions. Nevertheless,
expenditure by private institutions — representing
the activity of non-profit social institutions and the
interventions of companies in favour of their em-
ployees—grew more in 2005 than public expenditure
(4.4% vs. 3.5%).

Pension-heavy social expenditure

Considering the breakdown by sectors, there has been
aclear decrease inthe weight of the social security sec-
torinfavour ofthe health sector, while social assistance
remained stable during the last decade. Nevertheless,

1 It must be noted that, unlike in other European countries,
social expenditure also includes severance payments. The
actual value for 2005 should therefore be 24.7%.
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social security still covers more than two thirds of total
social expenditure, descending from 72.2% in 1995
to 68.5% in 2005. In terms of GDP, social security
absorbs 17.7% of the 26.1% of GDP represented by
total social expenditure. Most of this corresponds to
pension contributions —14.6% of GDP —while illness,
maternity, unemployment, wage integration and fam-
ily allowance benefits all combined total 1.7% of GDP.
Health expenditure represents 6.4% of Italian GDP,
having increased significantly during the last decade
from 4.8% in 1995. Its main component is hospital
services, which represent 43% of health expenditure
and account for most of the increase. Finally, social
assistance is the component that changed the least,
remaining stable at around 2% of GDP.

Italy and the EU

A comparison with other European countries is pos-
sible only for the year 2004. Overall social expendi-
ture in Italy was 1.4 percentage points below the
EU-152average (25.2% of GDP vs. 26.6%) and if per
capita expenditure at purchasing power parity for
the EU-15 were set at 100, Italian expenditure would
reach only 86.7.°

With regards to social expenditures other than
pensions, Italy presents very low levels, below most
European countries. This is the case of health, for
which Italy spends nearly one percentage point of
GDP less than the average. But much worse is the pat-
tern for assistance policies, such as support measures
for families and the unemployed, as well as those for
housing and social exclusion. For these areas Italy
scores at the bottom of the European ranking.

2 The 15 EU member countries before the 2004 enlargement.

3 <epp.eurostat.ec.europa.eu>
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Another indicator of the quality of social ex-
penditure is the share of monetary and in-kind
transfers within total social benefits. While in Ire-
land, the UK, Sweden and Denmark the in-kind ben-
efits share is around 40%, in Italy itis around 25%,
one of the lowest in Europe, showing a preference
for monetary transfers instead of the provision of
Services.

Social security cushions

There is an obvious imbalance in the composition
of social protection expenditure in different areas,
particularly for protection against risks other than
old age. From a detailed analysis of labour poli-
cies the social security cushions system appears
as a “non-systematic and nearly ungovernable set
of tools characterized by continuous overlapping”
(Chair of the Council of Ministers, 1997). Inconsist-
encies are twofold: a sectoral one, since employees
of bigger companies are more protected because of
the strength of their union representatives; and a di-
mensional one, depending on whether employment
is permanent or temporary and on the fulfilment of
contributory requirements in periods previous to
unemployment (Pizzuti, 2007).

The insurance nature of unemployment benefit
schemes leads to inadequate or absent coverage of
job loss risks for occasional workers or for young
people who have been working for a short time.
Moreover, the Italian system is completely lacking in
protection measures for ‘atypical workers’, i.e. those
working within the contractual frameworks aimed at
a higher flexibility of the labour market introduced in
2003. Such contracts have been left with no social
security safety net, resulting in an increase of pre-
cariousness together with flexibility.
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The overall expenditure for social security cush-
ions totals no more than 1.5% of GDP, and active
unemployment policies represent 0.5% of GDP. The
scarcity of resources for social security in Italy is
demonstrated by the amount of benefits per unem-
ployed person as a percentage of an active person’s
income. Italy shows an expenditure slightly higher
than new EU member states, but much lower than
Northern countries. Unemployment benefits as a
percentage of income are below 10% in Italy, while
the EU averages are 18% for the EU-15 and 15% for
the EU-25.

The biased ‘proof’ for privatization
of social security

One of the most noteworthy developments in the so-
cial protection sector is the privatization of the Italian
pension system. The issue is very complex and does
not only involve welfare considerations.

The need for drastic reform of the public and
compulsory pension system due to its financial un-
sustainability is an issue that began to have major
public resonance at the beginning of the 1990s.
There are basically three factors used as ‘proof’ of
this necessity: serious accounting imbalances in the
Italian Institute of Social Security (INPS), population
ageing, and the forthcoming retirement of the so-
called ‘baby boom’ generation.* All these factors are
used to justify the reduction of benefits guaranteed
by the public system and a shift to a private pension
system. Italian public opinion is deeply convinced
that some sacrifices need to be made in order to
permit the system to survive. What public opinion
is not told is that there are strong biases behind this
‘proof’.

First, one important reason for the INPS ac-
counting imbalance is that it is responsible for pro-
viding other social security benefits that should be
paid with general fiscal revenues. The INPS balance
sheet includes expenditures that have nothing to do
with pensions; revenues and expenses related to the
pension system are more than balanced. Further-
more, pension expenditure is expressed in gross
terms, which means a significant part of this money
is going to return back to the state as tax revenues.

Second, it is not only the ageing population
that should be taken into account, but also those
who are currently unemployed, especially since the
unemployment rate is not decreasing. Finally, the
retirement of the baby boom generation, which com-
prises approximately 60,000 people, will imply an
expenditure peak 20 or more years from now, while
the reforms introduced are supposed to reach full
application in 2010.

Contributory and earning-related pensions

Based mainly on the abovementioned considera-
tions, a reform process began in the mid-1990s and
is still ongoing. The goal is to convert the system
from a pay-as-you-go system with earnings-related
pensions aimed at guaranteeing a replacement rate

4 Inthe 1960s, due to improved living conditions, there was
an increase in the birth rate, and the people belonging to this
generation are supposed to retire in the mid-2030s.
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close to 80% in many cases, into a funded system
with contributory pensions. Basically, this implies
abandoning a system based on the principle of inter-
generational solidarity where active workers pay for
the pensions of the former workers who contributed
to their growth, education and the build-up of the
infrastructure essential for their work. Under the
funded/contributory scheme, instead, every worker
is self-reliant, saving an amount of money to provide
for an adequate pension upon retiring. The reform
has reduced the public retirement system for future
generations to a social security transfer meant to
avoid extreme poverty among the elderly popula-
tion. The replacement rate guaranteed is on average
around 40%.

Private pension funds

This brings us to the core of the process aimed
at inducing people to shift to a private retirement
scheme based on private pension funds. This inten-
tion is always justified through the idea of the public
scheme’s unsustainability combined with the sup-
posed ‘evidence’ that the market is in the long run
more remunerative than the public provision system
(essentially based on the average GDP growth rate
over the last five years). The point that is not made
clear is the contradiction of a financial market grow-
ing constantly faster than the real economy. This
phenomenon represents a redistributive process
from the real economy made up of firms, work and
wages towards the owners of financial assets: finan-
cial markets do not create wealth, they only redirect
it. The outcome of this flow is the reduction of the
wage share in the economy in favour of the capital
share.

Pension funds have incredible power in the
financial markets: they represent 30% of the finan-
cial instruments present on the New York Stock
Exchange. Whoever has access to this enormous
amount of money has access to enormous economic
and political power: it is not by chance that pension
funds are managed by a financial oligopoly com-
posed by Merrill Lynch, Rothschild, Crédit Suisse,
ABN AMRO and a few others (in Italy a handful of
banks — San Paolo, Unicredit, Generali, Arca, Fineco-
Capitalia and Monte dei Paschi — manage 70% of
the funds).

In spite of the efforts of past governments to en-
courage people to shift to a private system, pension
privatization is still at an early stage, mainly because
of the complexity involved in the shift from a pay-as-
you-go system to a funded system that will probably
take generations to be definitively implemented.

Defence of public social services

Another ongoing process is aimed at reducing wel-
fare universalism in favour of a market structure
through the privatization of the provision of public
services such as education, health care, energy dis-
tribution, collective transportation and water supply.
Although the privatization process has been pre-
sented to the public as unavoidable and somehow
‘scientifically tested” by economists, a great debate
has arisen between those who believe that the mar-
ket is the only way to reduce losses caused by the
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public structure’s lack of incentives, and those who
highlight the distinct role of public services which
cannot simply be converted to commodities. In fact,
even though their production might be feasible (and
profitable) for private firms, the nature of these serv-
ices has historically induced the state to guarantee
and protect their provision, keeping the production
or process under public democratic control.

Mainly following the European Commission’s
directives, the current government prepared a law
approved by the parliament (the so-called Lanzil-
lotta Bill, named for the minister of Regional Affairs)
concerning the privatization of local public services.
The final version of the law was fairly different from
the first version presented to the parliament. The
constant work of many civil society campaigns
not only prevented the complete realization of the
government’s intentions, but also opened the way
for a possible future return to local management of
important public services. While within the earlier
legislation the only way to provide those services
was through a joint-stock company only partially
controlled by the municipalities, the forthcoming law
clearly distinguishes between two ways of provision
of public services: the private one and public one.
This might be seen as animportant step to overcome
the ambiguity nested in a system that used to con-
sider as public the provision of services by a stock
company which is actually a private institution aimed
at creating economic profitability hardly consistent
with the provision of public services.

Another significant outcome of the negotia-
tions between governmentand civil society concerns
water management. An amendment to another im-
portant law aimed at introducing more competition
within certain markets (such as taxis, mobile tele-
communications, petrol distribution and pharma-
cies) made it possible to exclude water from those
goods and services managed by private companies.
In Italy, water has been at the centre of an increas-
ingly successful struggle against privatization. The
Forum for Public Water, which brings together about
70 campaign groups and trade unions and over 700
municipalities, recently launched a national initiative
to halt local water privatization processes and bring
back the already privatized regional and local water
services to public management. m
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Social security in its broadest sense was at the centre
of the Kenyan government’s socioeconomic policy
well before the attainment of national independence
in 1963. Indeed, the manifesto of the party of inde-
pendence, the Kenya African National Union (KANU),
emphasized confronting the three main enemies of
the young nation: poverty, disease and ignorance
(GoK, 2002, p. 14). It was thus understood that se-
cure livelihoods and universal health and education
would be available to every Kenyan sooner rather
than later.

During the first 10 years of independence, the
government devoted considerable resources to ex-
panding economic opportunities for peasants, small-
scale traders and other players in the economy whose
output would tackle poverty and economic insecurity
head on. The creation of local capital formation op-
portunities through partially and fully state-owned
corporations was also embarked on with commend-
able gusto. Africanization, Kenyanization and indigeni-
zation of the economy were not merely buzzwords, but
rather deliberate government policy.

The government took steps to address the so-
cial security needs of its citizens by expanding edu-
cational opportunities, providing free health services
and catering for senior citizens through a civil service
pension scheme and the creation of the National
Social Security Fund for the private sector. But these
early gains have been reversed over the last two dec-
ades through structural adjustment-related donor
conditionalities, neoliberal policies influenced by the
corporate sector, and domestic corruption.
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Insecurity in old age

In spite of the noble intentions to fight poverty, igno-
rance and disease, the government has not invested
sufficient energy and resources in the future of its
senior citizens. People who have graduated from
active participation in the economy must fall back
on traditional social security networks, which often
means total dependence on their working offspring.
Woe unto you if you do not have a wage-earning son
or daughter!

Initially, the government created a pension
scheme only for those who worked in the civil serv-
ice. This made work outside the civil service quite
insecure and led many to scramble for public service
jobs, no matter how low the pay. However, due to
deteriorating economic conditions, even this public
service pension scheme has become more of atoken
than a guarantee of secure post-service livelihood.

For private sector employees, the National
Social Security Fund (NSSF) was established in
1965. This was a contributory scheme where an em-
ployee contributed a fixed monthly amount that was
matched by the employer. The funds could not be
accessed by employees until they reached the age of
55, even if they retired earlier. The flaws in the NSSF
were myriad. For instance, during its first 10 years of
operation, women employees were excluded from
the scheme. The first women were registered by the
Fundin 1975 but did not contribute to it until 1977.1In
addition, private entrepreneurs and employees of the
informal sector were not eligible for membership.

While the monthly contribution of KES 20 was
reasonable at the time that the NSSF was established
—whenitwas equivalentto USD 3—it was not revised
until the end of the 1990s, when it was worth a mere
USD 0.28. As a result, the amount available to reti-
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rees at the end of a lifetime of contributions was not
nearly adequate to ensure a secure livelihood.

It was not until recently that the government
addressed the pension and social security sector.
First, it amended the 1965 National Social Security
Fund Act in 1987. This transformed the NSSF from
a department in the Ministry of Labour into a state
corporation with a board of trustees. Second, it lib-
eralized membership to include the informal sector
and the self-employed. Third, it sought to vary the
employer and employee contributions to reflect pre-
vailing economic realities.

Confronted with a growing population of reti-
rees — partly due to the lowering of the age of retire-
ment, which is now mandatory at 55 — the govern-
ment was again forced to tackle the issue of social
security towards the end of the 1990s. The single
most important step was the creation of the Retire-
ment Benefits Authority (RBA).

The RBA was created by the Retirement Ben-
efits Authority Act of 1997, but did not become
operational until January 1999. The objectives of
the RBA include regulating and supervising the es-
tablishment and management of retirement benefit
schemes; protecting the interests of members and
sponsors of retirement benefit schemes; promoting
the development of the retirement benefit sector;
advising the minister of finance on the national policy
to be followed regarding retirement benefit schemes;
and implementing all related government policies
(GoK, 2000).

In spite of the foregoing, however, the retire-
ment benefit, social security fund and provident fund
sector is overwhelmingly private sector-driven. As
at the end of 2006, there were close to 1,700 regis-
tered and unregistered — but recognized —retirement
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benefit schemes. The majority of these (70%) are
managed by the insurance industry, which controls
about 10% of the total assets in the sector.’

Pension schemes hold an estimated KES 130
billion (USD 1.95 million) or 23% of the country’s
GDP. To underscore the stranglehold of the private
sector on pension funds, it is worth noting that all
of the eight registered custodians of pension funds
are commercial banks. The 14 registered managers,
44 administrators and eight actuaries are all private
companies as well (RBA, 2005).

The private sector domination of this sector has
ensured that the profitable investment of these funds
(in the interest of the companies themselves) has
overshadowed their noble social mission.

Successful non-formal education

In keeping with the promise to fight ignorance as
one of the Kenyan nation’s three main enemies, the
government invested commendably in the formal
education sector in the immediate post-independ-
ence period. This spurred the expansion of education
infrastructure, including the building of primary, sec-
ondary and vocational education institutions as well
as middle-level colleges. Within 10 years of inde-
pendence, free primary schooling was announced as
anational project. This was later followed by a school
feeding programme in the country’s arid regions.
However, these advances were subsequently un-
dermined by the structural adjustment programmes
imposed by international financial institutions.

From the mid-1980s, when structural adjust-
ment programmes were fully implemented in Kenya,
until the end of 1990s, enrolment in educational in-
stitutions at all levels plummeted. It was therefore
music to Kenyans’ ears when, in January 2003, the
newly elected National Rainbow Coalition (NARC)
government decreed free primary education once
again. But this was done without understanding the
problems that bedevilled the earlier attempt, and
views are mixed on the benefits of this new initia-
tive — particularly with regard to the imperative of
quality.

It is estimated that between 30% and 35% of
slum-dwelling children throughout Kenya are still cut
off from formal schooling, despite the reestablish-
ment of free primary education (GoK, 2006). When
free primary education was relaunched in 2003,
many thought this meant that every child of school-
going age would be absorbed. But it turned out that,
sooner rather than later, when the euphoria settled
down, the reality remained. And the reality was that
the same factors that had impeded many school-
aged children from joining formal education in the
past remained unchanged. Poverty, family break-
downs, parental neglect and child abuse, among
other factors, continued to cause school dropouts.
More recently, in 2004, a presidential directive re-
verted the heavy burden of the construction of class-
room structures back to the parents. There are also
PTA (Parents/Teachers Association) teachers paid
by school committees with funds raised from the

1 Formore information see: <http://allafrica.com/
stories/200706260620.html>
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parents. School uniforms have remained mandatory
for all children, and this is costly too.

These factors motivated numerous civil society
organizations to experiment with alternative educa-
tion systems. Some were short-lived, but others were
wildly successful. One example of a successful alter-
native education system is the non-formal education
programme of the Undugu Society of Kenya, known
as the Undugu Basic Education Programme (UBEP).

When Undugu and other stakeholders began
promoting non-formal education innovation in the
1970s, their efforts were not appreciated by main-
stream education authorities. Non-formal education
then was seen as an insidious attempt to dilute the
quality and standards of education in the country.
The government went so far as to accuse Undugu
of sabotaging formal education in Kenya. However,
non-formal education later proved to be a source of
hope for the hopeless, a practical opportunity not
only forthose who could not afford the cost of formal
education, but also all those wishing to bridge the
gap created by missed educational opportunities in
their childhood.

UBEP caters for children from the streets and
slums who are unable to pursue formal education,
either for lack of school fees and other school lev-
ies or for whatever other reasons. The three-year
programme, which is followed by a year of exposure
to basic technical skills, offers basic literacy and nu-
meracy skills to learners, and runs parallel to formal
primary school programmes (USK, 2000).

Children in non-formal centres such as UBEP
do not pay the levies imposed on children in formal
schooling. They do not even need uniforms. In other
words, non-formal education is a more flexible and
more affordable system. In this sense, non-formal
education is committed to making it easy and pos-
sible for those who have been sidelined or marginal-
ized by the formal education system to make up for
the loss, and where possible, to catch up with oth-
ers. The non-formal education learner is assumed to
be more mature in age and thus more focused and
better motivated to learn, and to learn at a greater
speed. Three to four years are therefore assumed to
be sufficient for basic education. The government
later adopted the concept and now has a National
Non-Formal Education Scheme.

The need to achieve social security

In Nairobi, 60% of the population occupies only 6%
of the city’s land and lives in informal settlements
(UN-Habitat, 2005). The social insecurity in these
informal settlements is not limited to ownership
or user rights over land, but extends to incessant
harassment by the landowners and administration
officials (local chiefs and the police). In one of the Ko-
rogocho settlements of Nairobi, residents claim they
cannot even repair the leaking roofs of their make-
shift dwellings without permission from the area
chief. Securing the chief’s approval almost invariably
involves a bribe, ranging from KES 100 (USD 1.50)
to KES 1,000 (USD 15), depending on the chief’s
assessment of the level of need and ability to pay. For
people who subsist on less than USD 1 a day, this is
not a light demand (Kenya Social Forum, 2005).
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Various surveys by the government show that
more than 10% of the rural population is landless
and about 44% owns less than two acres of land.
Although there is evidence of the increasing im-
portance of non-farming activities as sources of
income and livelihood, access to farmland in rural
areas still has important social and economic sig-
nificance. Even those with industrial or intellectual
sources of income still feel insecure if they do not
own land.

For the urban poor, invasion of public land
became the most popular (indeed the only) way of
accessing land to put up their dwellings. This has re-
cently changed, as wealthy and politically connected
individuals have fraudulently appropriated most of
the public land in urban areas. The alternative left for
the urban poor, therefore, was to take up residence
on land that is unfit for human habitation, ranging
from the sides of railway tracks and highways — with
a high risk of accidents and problems of exhaust
fumes and noise pollution —to poorly drained areas
that are prone to flooding, or the banks of rivers and
inclines that are threatened by landslides as a result
of rainfall or the removal of vegetation, as well as
areas around factories, where both the air and soil
are heavily polluted.

An analysis of crime trends also paints a wor-
rying picture. Due to the apparent inability and/or
unwillingness to act, many crimes are not reported.
According to the government’s own admission, over
half of the victims affected do not report crimes to the
police for various reasons. Still, a look at the crime
profile from reported cases in the last five years tells
ahorror tale.

Insecurity affecting children and women — the
groups that are most vulnerable by virtue of their
removal from the mainstream of decision-making
due to lack of economic clout — appears to be more
pronounced.

Critical issues of access to land, land use plan-
ning, land administration, land information manage-
ment systems, environmental protection, conflict
management and restitution of historical injustices
have begged redress.

Ad hoc policy reviews have been attempted
since the mid-1960s in a bid to develop an integrated
national outlook. These reviews have taken the form
of parliamentary sessional papers, national develop-
ment plans and sectoral action plans.

The need to eradicate hunger was recognized at
the time of independence, and Sessional Paper No.
10 of 1965 on African Socialism and its Application
to Planning in Kenya stated very specifically that
hunger could only be eradicated through increased
food production and land reforminvolving land adju-
dication, consolidation, transfers and resettlement.

(Continued on page 241)
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B LATVIA

Most old age pensions fall short of basic needs

MiTi Foundation
Gunta Berzina

On 18 December 2003, Latvian Minister of Welfare
Dagnija Stake, together with Anna Diamantopoulou,
member of the European Commission responsible
for Employment and Social Affairs, signed the Joint
Memorandum on Social Inclusion. The aim of the
memorandum was to prepare the country for full
participation in the European Union open method
of coordination on social inclusion upon joining the
bloc in May 2004.

The memorandum was to have strategic sig-
nificance by guiding the design and implementation
of social inclusion policy based on defined priorities.
It was a politically declaratory document defining
short- and long-term activities to be implemented by
the country to reduce social exclusion and poverty,
paying particular attention to the people most vulner-
able to the risks of social exclusion.

One of the principal political goals stated in the
memorandum was to ensure an adequate income
distribution. Considering that the social insurance
contributions made by workers are rapidly increas-
ing — the average wage has risen from EUR 215
(USD 288) in 2000 to EUR 550 in 2006 — one could
presume that pension indexation would reflect this
growth inincome. Yet this has not been the case, as
will be illustrated later in this report.

Pension reform and the adoption
of a three-tier system

Latvia was one of the first countries in Central and
Eastern Europe to introduce a multi-tiered pen-
sion system. Pension reform was set into motion
in 1995, when Parliament approved the general
reform guidelines developed in 1994. The Law on
State Pensions, which enabled the implementation
of the first pension tier, went into effect in January
1996; the Law on Private Pension Funds, which
corresponds to the third tier, entered into force in
July 1998; and the Law on State-Funded Pensions,
which regulates the second tier, went into force on
1July 2001.

1 <ec.europa.eu/employment_social/social_inclusion/docs/
Iv_jim_en.pdf>
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constraints and social exclusion.

In the mid-1990s, Latvia became one of the first countries in Central and Eastern Europe to undertake
radical pension system reforms, introducing a three-tiered system, raising the retirement age and
limiting the possibilities of early retirement, all in the name of ensuring the system’s sustainability. A
decade later, up to 90% of retired people receive pensions that fall below the minimum subsistence
wage level. Thus, instead of a time of well-deserved rest, retirement for the majority is a time of financial
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The first tier in this new pension paradigm is a
state compulsory non-funded social insurance pen-
sion scheme, based on the principle of intergen-
erational solidarity. It is essentially a traditional ‘pay
as you go’ (PAYG) system in which those who are
working pay for current pensioners’ benefits.

The second tier is a state compulsory funded
pension scheme, based on individual contributions
to privately managed savings accounts financed
from payroll taxes. Second-tier contributions are
mandatory for employees who were under 30 in
July 2001, when the scheme came into effect, and
optional forthose aged 30to 49 at the time. Contribu-
tions will rise gradually from 2% of income between
2001 and 2006 up to 10% from 2010 onward, and
contributions to the first pillar will be reduced pro-
portionally (from 18% in 2001 to a matching 10%
as 0f 2010).2

This mandatory fully funded scheme was origi-
nally administrated by the Latvian Treasury only,
which was allowed to invest the contributions solely
in government securities and term deposits with
banks. Since 2003, however, workers have had the
option to choose from a group of private providers
who are authorized to offer a wider range of invest-
ment options and more diversified portfolios.®

The third tier is a system of voluntary private
pension funds. Upon retirement, individuals who
have invested in private pension funds can either

One of the BCI components was imputed based on data from
countries of a similar level.

2 <worldbank.org/html/prddr/trans/marapr02/pgs34-35.htm>

3 <www.fiap.cl/p4_fiap_eng/antialone.html?page=http:/
www.fiap.cl/p4_fiap_eng/site/artic/20060529/
pags/20060529155034.html>

190

receive a lump sum payment or life annuity from the
private fund provider, or transfer the capital accu-
mulated to the first pension tier in order to receive a
pension based on the first-tier calculation formula.*

Other reforms adopted to ensure the future
sustainability of the pension system included raising
the age of retirement and reducing the possibility
of early retirement. The transition to the new retire-
ment age of 62 is being carried out on a step-by-step
basis, with a six-month increment each year. The
retirement age for men reached 62 in 2003, while the
retirement age for women will reach 62 in 2008.

Workers who have made social insurance con-
tributions for at least 30 years will still be able to opt
for early retirement up until mid-2008, but from that
point on, this possibility will be eliminated. For now,
early retirement can be taken up to two years before
the official retirement age.

Another form of early retirement that was a fea-
ture of the fully state-financed pension system before
the reform was undertaken was that of ‘long-service
pensions’, also referred to as service pensions. The
former system allowed workers to retire with a pen-
sion before the regular retirementage in occupations
that involved health-threatening working conditions
— high stress, exposure to dangerous substances,
noise, etc.—or when the ability to work in the occupa-
tion depended on age, as in the case of performing
artists like musicians and dancers. Service pensions
were also granted in the case of occupations or work
positions considered to have special merit.

When the new three-tier pension system came
into effect in 1996, it limited the availability of long-
service pensions to a small number of public sector

4 Ibid.
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posts, such as civil servants at the Ministry of Internal
Affairs and the Constitutional Protection Bureau and
public prosecutors. This move was highly criticized,
especially since it eliminated the possibility of early
retirement in occupations where continued activity
genuinely depends on the workers’ age and state of
health. Performing artists, for example, are often not
able to continue working in their professions until the
age of 62, yet there are few other jobs they can turn
to as an alternative.’

Pensions within the social insurance
system

Funding for the social insurance system as a whole
is based on the social insurance budget, which is di-
vided into four ‘special budgets’: occupational acci-
dent special budget 1%; employment special budget
8%; disability, maternity and sickness special budget
16%; state pension special budget 75%. There are
two basic principles underlying the current national
socialinsurance system. The firstis that social insur-
ance service corresponds to the social contributions
made, and the second is solidarity between those
who pay social insurance contributions and the re-
cipients of social insurance services.

According to the commitments made by the
government, adequate state support should be avail-
able to everyone who needs it. Given that 75% of the
total social insurance budget corresponds to the
state pension special budget, and the vast majority
(80.8%) of pension recipients are old age pension-
ers, itwould be quite telling to take a closer look at the
reality of retired people’s lives in Latvia.

Pensioners living under minimum
subsistence level

Two years after signing the Joint Memorandum on
Social Inclusion, Minister of Welfare Dagnija Stake
acknowledged in an interview with Latvijas Avize on
27 October 2005 that in order to provide a subsist-
ence wage level pension for all the retired people in
Latvia, the country would need an extra EUR 7 billion.
In the same interview, she was forced to admit that
94% of pensioners were living under the minimum
subsistence wage level at the time.

Latvia has no official poverty line or basic pov-
erty line that could apply to its population and be
accepted as the sort of critical minimum applied in
other European countries. Under normal circum-
stances, the underprivileged can be seen as those
whose monthly income per household is below the
basic minimum wage. In 2006, the official minimum
wage was EUR 130 or 76% of the minimum subsist-
ence wage. This hardship is endured by 19% of the
population.

On November 2005, the Cabinet of Ministers
defined a new state-guaranteed minimum income
(GMI) level, which was to be increased from EUR
30.17 in 2005 to EUR 34.48 in 2006. The amend-
ments adopted provided for an increase in the in-
come level for families or persons living alone and
whose income does not exceed EUR 34.48 per per-

5 <www.eurofound.europa.eu/eiro/2004/03/inbrief/
Iv0403101n.html>
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TABLE 1. Minimum cost of living and income indicators (in EUR)

Year 2000 2001 2002 2003 2004 2005 %
ﬁ;’:g?zf"g'o“; d‘;fa"r:ij“;’:rl:,’i'g;;’"s”mer 15957 | 158.88 | 148.73 | 145.11 | 146.17 | 157.57 | 100
Minimum wage 118.76 | 75.37
Average pension* in EUR 109.04 | 104.60 | 103.91 | 9852 | 103.37 | 115.70 | 73.43
Minimum pension .12 | 4514
State guaranteed minimum income 34.48 | 21.88

* The decrease in pension amounts in EUR is the result of rises in the exchange rate for the national currency, the lat. Expressed in national
currency, the average pension has gradually increased from LVL 84.16 in 2000 to LVL 106.14 in 2005.

son a month. According to statistical data, around
150,000 people or 6.5% of the total population fall
in this group. There is no data provided on the age
groups of those being forced to beg for help from the
state to receive the miserable sum of just over EUR
34 per month.

On 17 June 2006, the national news agency
LETA reported that according to data from the State
Social Insurance Agency (VSAA), 405,900 old age
pensioners, or 86% of the total, receive pensions
that are below the minimum subsistence wage. In
other words, of the 471,200 people provided with
old age pensions by the VSAA, only 14% receive a
pension that exceeds the minimum subsistence level
of the population as defined by the Central Statistical
Bureau of Latvia. In fact, the lowest pension paid in
2006 was only 43.14% of the minimum subsistence
wage.

The percentage of consumption expenditure
allocated to food is recognized as an internationally
comparable material welfare indicator. The provi-
sional data from a household survey on consump-
tion expenditures in 2006, compiled by the Central
Statistical Bureau, reveals that in households of
employers and the self-employed, as well as house-
holds of wage and salary earners, expenditure on
food constituted 26% of consumption expenditure.
Households of pensioners, however, devoted 43% of
their total consumption expenditure to food.®

The Central Statistical Bureau also conducted
a household survey in 2005 in which respondents
were asked to self-appraise the financial and mate-
rial situation of their own households. According to
the survey results, slightly more than one fourth of
households (26%) expressed the opinion that they
are on the threshold of poverty, while another 5.6%
of households consider themselves to be poor. In
view of the income and cost of living figures present-
edin Table 1, these results come as no surprise. The
situation is particularly difficult for pensioners: while
the monthly cost of a minimum consumer basket of
goods and services is estimated at EUR 157.57, the
average pension is only EUR 115.70, while there are
some who receive pensions as low as EUR 71.12.

Is it possible to survive?

On 17 April 2007 one of Latvia’s leading daily news-
papers, Neatkariga Rita Avize Latvijai, published
an article entitled “Pensioners survive by working
together”. The article was an interview with Zenta

6 <www.csh.gov.lv/csp/content/?cat=471&id=2921>
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Denisova, a retired history teacher who runs a Re-
tired Teachers’ Club.

“Complaining achieves nothing,” said Den-
isova. “One may claim that you can’t survive on one
lat (EUR 0.7) per day, but we can. Only it is not a
pleasant form of retirement, it is rather merely an
existence. For many of its members, this club is the
only hope in these booming millionaire times not
to fall in a depression, and to be among peers. If
the poor countries of the world have to survive on a
dollar per day, pensioners in Latvia in comparison to
most African countries don’t even get that, due to the
extra cost of winter heating.”

During a meeting with Minister of Social Inte-
gration Oskars Kastens on 29 May 2007, represent-
atives of the Latvian Pensioners Federation (LPF)
pointed out that the elderly have been marginalized
from general society. LPF leader Aina Verze noted
that “pensioners are a central part of society who
have given their working lives for the benefit of the
state, and of course they are belligerent at the injus-
tice forced upon them.”

“Approximately 36,000 pensioners live below
the poverty line and consequently have no possibil-
ity for a fulfilling life,” she stressed, noting that the
exclusion faced by the elderly impacts on almost
every facet of life, from taking part in cultural events
to maintaining their state of health.

Clearly, the government has a long way to go in
making the promise of social inclusion a reality for
the country’s senior citizens. m
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B LEBANON

Gaps and efforts in social protection

Arab NGO Network for Development (ANND)
Sawsan EI Mastri '

Social protection is defined as the set of policies and
mechanisms in a given country to protect its citizens
(or residents) from any risks they might face. In a
country like Lebanon, faced with continuing political
instability and its adverse impact on the country’s
economic performance and the people’s living
conditions, social protection becomes even more
essential. However, is social protection given the
priority it deserves? Are vulnerable groups and the
poor adequately covered against the high possibil-
ity of shocks? What shape do the social protection
mechanisms take? And what actions is the govern-
ment planning to undertake to ensure proper protec-
tion for its citizens?

No health insurance
for over half the population

Although Lebanon is considered a middle-income
country, poverty rates are still relatively high. Around
one quarter of its population is considered poor
(deprived of basic needs), with 5% living in extreme
poverty.

A major characteristic of social security
mechanisms is that those most in need are the least
covered. This is the case, for example, with regard
to health insurance. More than half of the popula-
tion (53.3%) is not covered by any form of health
insurance. In terms of the type of health insurance,
23.4% of all residents are covered by the National
Social Security Fund, 9% by health services pro-
vided by the Army and the Internal Security Forces,
and 4.3% by the Public Servants’ Cooperative. An
additional 2.6% of residents are insured at their own
expense, 2.2% receive private insurance through an
institution or a syndicate, 1.7% are enrolled in a
private insurance scheme at the expense of their
employer, and 1.7% are covered by some other type
of health insurance.

While there is no significant gender disparity in
coverage — 43.6% of males and 46.3% of females
are beneficiaries of some form of health insurance
— coverage varies significantly based on age. The
population aged 65 and above accounts for only
8.2% of the total number of beneficiaries (MoSA,
2006).

1 Theauthor acknowledge the kind support of Zena Ali-Ahmad.
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Lebanon lacks a coherent and comprehensive system for social protection. Over half the population
is not covered by any form of health insurance, and retirement schemes exclude the most vulnerable
and poor. NGOs play a major role in providing social assistance to those cut off from formal protection
systems. Meanwhile, Palestine refugees, who comprise 10% of the population, face severe discrimination
in the right to social security, to work, and to own property, resulting in high rates of abject poverty.
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Regional disparity is a characteristic of pov-
erty and inequality in the country, and disparity in
health insurance follows the same pattern as dis-
parity in other socioeconomic indicators. The pe-
ripheral regions like the Beka’a, South Lebanon,
North Lebanon and Nabatieh have lower numbers
of beneficiaries of insurance schemes —accounting
for 10.9%, 8%, 15.4% and 4.1% of total beneficiar-
ies, respectively — compared to central regions like
the capital city Beirut (13.7%) and Mount Lebanon
(home to 47.9% of all health insurance beneficiar-
ies) (MoSA, 2006).

The absence of health insurance is highly cor-
related with unemployment. The unemployed and
those who are unable to work represent 1.6% and
2.3% of the total beneficiaries of at least one type of
health insurance, respectively. The correlation be-
tween poverty and the absence of health insurance is
illustrated by the fact that the percentage of deprived
households is 14% where the head of the household
is covered by health insurance, while it increases to
34% where the head of the household is not covered
by health insurance (MoSA, 2006).

Employment is the entry point for receiving
health and social insurance. Once unemployed,
beneficiaries and their families (as indirect ben-
eficiaries) lose social insurance coverage. The
current system, especially the public insurers,
excludes the unemployed, agriculture workers, the
self-employed, and those working in the informal
sector (unskilled labourers, seasonal workers),
who earn lower incomes and are more vulnerable
to shocks and risks. Moreover, health and social
insurance coverage of the elderly and the retired is
largely limited to state employees and the staff of
big corporations.
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Poorest and most vulnerable

cut off from retirement schemes

Retirement schemes are not much different from
health insurance; similarly, they are largely linked to
the labour market and generally non-universal. Only
state employees (civil servants and military person-
nel), whoaccount foraround 10% of the labour force,
have the opportunity to choose between receiving a
monthly retirement income or a lump sum amount
as end-of-service compensation after retirement.
Those employed in the private sector, public utilities
and municipalities — representing 25% of the labour
force — do not enjoy the option of a continued retire-
mentincome. When they retire, they are entitled toan
end-of-service lump sum payment only.

The better-off group includes those who are
employers, self-employed or members of a lib-
eral profession (lawyers, engineers, doctors) and
therefore enjoy a middle to high income. Although
they do not benefit from formal social insurance
schemes, their income level makes it possible for
them to invest in private pension schemes and/
or accumulate substantial savings for the future.
Much lower down on the ladder of protection are
the wage earners employed in agriculture, con-
struction, small business and domestic services.
Workers in this group do not benefit from a retire-
ment scheme unless they enter into one on their
own initiative. The unemployed are definitely the
most vulnerable, as they are theoretically and prac-
tically outside any protection mechanism. Lebanon
does not have an unemployment compensation
system to protect them while they are out of work,
and when they reach retirement age, if they have not
been employed, they will not be provided with the
benefits of any retirement scheme.
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Clearly the retirement system does not provide
adequate coverage and excludes the most vulner-
able and poor. Despite this poor performance, the
retirement scheme covering civil servants, military
personnel and private sector employees consumes
3.5% of GDP (2004), one of the highest levels of
spending in the region.

NGOs play a major role in providing
social services

Social protection mechanisms take two major
forms. The first is that of institutional and for-
mal mechanisms funded by contributions from
the beneficiaries or their employers. Coverage by
these institutions and mechanisms is based on the
fulfilment of certain criteria, usually employment,
as mentioned above. The second form is basi-
cally comprised by ad hoc interventions and pro-
grammes such as social assistance, relief efforts
and credits that are financed by external or local
funds and are usually managed by the government,
civil society institutions, international organizations
or the private sector.

Different government players are involved in
mitigating the adverse effects of poverty, political
instability and economic fluctuations. The Ministry
of Social Affairs (MoSA) and the Ministry of Public
Health (MoPH) act as a safety net to a substantive
share of the population.

MoSA provides a wide number of social serv-
ices (primarily health care and education) through a
network of social development centres scattered all
over Lebanon. In addition to social services, it pro-
vides in-house care to around 30,000 beneficiaries
including children (especially orphans), the elderly
and the disabled; this accounts for 60% to 70% of
its budget.

MoPH, for its part, acts as a health safety net for
those who are not covered by any health insurance
scheme, by covering the costs of hospitalization in
public or private hospitals. It should be noted that
MoPH beneficiaries are treated on a case-by-case
basis and have to negotiate before receiving service.
The coverage does notinclude primary care, medical
exams or consultations.

The role of NGOs in Lebanon is substantial.
NGOs have played a major role in providing social
assistance to the poor and vulnerable population in
the past decades, especially during the years of civil
war and the Israeli attacks. They have greatly con-
tributed to the relief work and acted as a true safety
net to a significant share of the population. Around
53% of the NGOs active in the country are primarily
devoted to assisting the poor and the needy. The
social assistance and support provided by NGOs
gives priority to two major areas, the provision of
health care and educational services, including lit-
eracy programmes.

In general, Lebanon lacks a coherent and com-
prehensive system for social protection. Spending
on social protection is not proportionate with the
outcomes reflected in the performance of the educa-
tion and health sectors, where the vast majority of
expenditure is allocated. The biggest share of the
budget of the MoSA, public insurers and the civil
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sector is spent on education and health services,
while the National Social Security Fund spends 32%
of its budget on health, the Army spends 53% of its
social budget on education and 40% on health, and
the Public Servants’ Cooperative disburses 55% on
health and 40% on scholarships. The end result is
that the provision of these services is mostly du-
plicated, largely improvised, and not always of suf-
ficiently high quality.

Palestinian refugees:
aneglected population

The official number of Palestinian refugees is cur-
rently about 409,000, which is roughly 10% of the
population. Most of them live in 12 camps scattered
throughout the country and are registered with the
United Nations Relief and Work Agency for Pales-
tine Refugees in the Near East (UNRWA),? which
provides them with social assistance, particularly in
relation to health care and education.

According to the UNRWA, all 12 of the refugee
camps “suffer from serious problems — no proper
infrastructure, overcrowding, poverty and unem-
ployment.” Lebanon is also home to “the highest
percentage of Palestinian refugees who are living in
abject poverty.”

The deplorable living conditions are the cause
and effect of the inadequacy or total absence of social
services and protection mechanisms and depriva-
tion of the right to work. The refugees are not al-
lowed to practice a number of professions, including
pharmacy, law, medicine and journalism, in addition
toalist of dozens of other trades and professions, as
they do not have Lebanese citizenship. Palestinians
face similar discrimination with respect to the right to
social security. With the exception of those working
at the UNRWA, who enjoy the benefits of a secure
job, Palestinians face severe discrimination in the
right to work, to social security, and to own property,
andthisis reflected inincreased poverty and worsen-
ing living conditions.

Plans for future action

After the Israeli attacks waged on Lebanon in July
2006, the international community gathered in
January 2007 at the Paris Il Donor’s Conference
to support Lebanon. The Lebanese government
submitted a Social Action Plan to the conference,
outlining the basic starting points for enhancing
the living conditions of the poor and vulnerable
groups, as well as improving the shortcomings in
the social sector. The plan aims at 1) reducing pov-
erty and improving education and health indicators;
2) improving the efficiency of social spending; and
3) minimizing regional disparities and achieving
better dissemination of allocations in the national
budget for social intervention. The objectives of
the plan are to be achieved through strengthening
social safety nets in the short term and introducing
social sector policy reform in the medium to long
term (Gol, 2007a).

In addition to the Social Action Plan, the “Re-
covery, Reconstruction and Reform” paper submit-

2 <www.un.org/unrwa/>
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ted by the government to the Paris |1l conference
called for a reform of the pension system in Leba-
non as a top priority (GoL, 2007b). The reform will
work on merging the different systems into one
modern scheme, reducing administrative costs,
and extending coverage to the self-employed and
casual workers with limited savings capacity. Im-
plementation plans for these reforms are currently
in preparation and efforts are underway to secure
the needed funding.

In general, the Lebanese still rely on family
and community networks for protection, especially
when they are old or unemployed. More than half of
the population, including the very poor and vulner-
able, is not protected by any formal systems. The
government appears to be committed to reforming
and improving social protection mechanisms, as
reflected in the documents submitted to the Paris
I1l Donors’ Conference, including the Social Action
Plan. However, the government needs to translate
this commitment to reform and cost-effective pro-
tection mechanisms into long-term and sustainable
changes that prioritize the needs of the poorest and
mostvulnerable segments of the population. Reform
plans must be linked to the adoption and implemen-
tation of comprehensive and integrated social policy.
There is also a need to revisit the role of the state
in relation to other partners to lead to a systematic
and efficient division of labour between the state,
NGOs and the private sector on the basis of a lengthy
process of social dialogue involving the different
stakeholders and partners. m

References

Amnesty International (2003). “Economic and Social Rights of
Palestinian Refugees”. Lebanon.

GoL (Government of Lebanon) (2007a). “Social Action
Plan. Toward Strengthening Social Safety Nets and
Access to Basic Social Services”. Submitted to the
Paris 11l Donors’ Conference, January. Available
from: <www.rebuildlebanon.gov.Ib/images_Gallery/
SocialActionPlanEnglishEn220107.pdf>.

GoL (2007b). “Recovery, Reconstruction, and Reform”.
International Conference for Support to Lebanon. 25
January. Available from: <www.rebuildlebanon.gov.
Ib/images_Gallery/Paris%20111%20document_Final_
Eng%20Version.pdf>.

MoSA and UNDP (Ministry of Social Affairs and United Nations
Development Programme) (2004). “The Socioeconomic
Conditions in Lebanon”. Beirut.

MoSA and UNDP (2006). “Living Conditions of Households.
The National Survey of Household Living Conditions 2004”.
Beirut. <www.cas.gov.Ib/pdf/ENG.pdf>.

MoSA and UNDP (2007). “The Evolution of the Mapping of
Living Conditions in Lebanon between 1995 and 2004”.
Beirut.

The World Bank Group (2005). “The Republic of Lebanon
Update. First Quarter 2005”.

UNDP (2002). National Human Development Report 2001-2002.
Globalization: Towards a Lebanese Agenda. Beirut.

14/9/07 15:17:54



B MALTA

Will EU inroads foster greater social security?

Kopin
Joseph M. Sammut

Advances in gender equality

The legislative framework for gender equality im-
proved considerably in Malta on joining the EU in
2004. Malta is continuously updating its own leg-
islation in line with existing European Community
legislation on equal gender treatment in the areas of
employment and social solidarity. The employment
rate among women registered a slight increase (one
percentage point) between 2000 and 2005. There is
still a large gap between women (33.7%) and men
(73.8%) in the rate of employment. The employment
rate for older women is 12.4% compared to 50.8%
formen. The rate of employment for women between
the ages of 20 and 49 falls by 8.9 percentage points
when they have a child, while that of men increases
by 4.4 percentage points. Around one fifth of work-
ing women (21.8%) work part-time, as compared
to only 4.5% of working men. Malta has the widest
gender imbalance in the EU regarding political deci-
sion making, with women holding only 9% of seats
in parliament, while in the economic sphere, women
account for only 17.7% of managerial positions.
However, Malta tops all EU countries as the least
inequitable with regard to the gender pay gap (4%).
Women also represent the majority of new higher
education graduates (57%), although this fact is not
yet reflected in the different spheres of society. At the
social level, women — and especially elderly women
and single mothers—are ata greater risk of exclusion
and poverty (Eurostat, 2006).

Poverty and social exclusion

The at-risk-of-poverty rate for 2004 stood at 15.5%
among women (compared to an EU average of 20%)
and 14.2% among men (EU average 15%). Children
(21.9%) and the elderly (16.5%) are the population
categories at highest risk of poverty. When analyzing
poverty by household type, single-parent households
(which are mainly headed by women) account for the
highest percentage (47.9%) (NSO, 2007b). Half of the
unemployed fell under the poverty line, in contrast to
5.5% of the working population. Most of the unem-
ployed under the poverty line were male (53.7%).
The ratio between the highest and lowest equivalized
income quintiles was estimated at 4:1. The overall
poverty rate in Malta (14.9%) is 1.1 percentage points
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In 2006, Malta continued its inroads within the EU, with reforms in legislation aimed at adopting EU
directives and reaching EU targets. Still, women face disadvantages to build an adequate pension and
the new social security scheme may lower pension payments. Meanwhile, Malta claims to devote 0.15%
of its GNI to ‘development aid’, although how much of this money actually goes towards its stated goal
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lower than the EU average (16%) (Eurostat, 2007,
figures for 2004).

Pension reform based on EU policy

Malta, like other developed countries, is facing
an ageing population. Due to the effects of demo-
graphic trends on economic and social policies, a
bill to amend the Social Security Act was presented
to Parliament in July 2006 and became an Act on
1 January 2007 (Malta Parliament, 2006). The Act
introduced a new pension system that responds to
the need to provide for adequate and sustainable
pensions in view of future trends. The new system is
built on the EU policy (European Commission, 2003)
to improve incentives for older workers to remain
longer in the labour market, to strengthen the link
between contributions and benefits, and to increase
public and private funding, in light of the long-term
implications of increased life expectancy on pension
expenditures.

The government adopted a White Paper on
a pension reform strategy in November 2004 and
asked social partners and other interested parties
to provide feedback and submit proposals. A multi-
disciplinary team was created to form the Pension
Working Group (2005), which assessed the feedback
received and presented its final recommendations to
the governmentin 2005. That same year, the Ministry
for the Family and Social Solidarity (2005), in col-
laboration with other concerned ministries, released
the National Report on Strategies for Social Protec-
tion and Social Inclusion, which included a section
on pension reform.

The old contributory social security system,
introduced in 1956, catered for old age pensions
and survivors’ pensions. In 1965 the system was
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expanded to include disability pensions. In 1979 a
mandatory earnings-related pension scheme that
covered old age pensions and survivors’ pensions
was also introduced. It is called the ‘two-thirds pen-
sion’ because the initial benefits upon retirement
were calculated as two thirds of the average income
during the highest-earning three years of the previ-
ous 10 years, after a contribution period of 30 years.
The retirement age was 60 for women and 61 for
men. The lower the number of years of contribu-
tions, the lower the pension disbursed, and at least
10years of contributions were required to be entitled
for such a pension.

From a benefit scheme
to a contribution scheme

The new pension reform gradually increases the
retirement age from 60 and 61 years to 65 years
for both genders. Workers will have to contribute
tothe scheme for 40 yearsin order to qualify for the
full two-thirds pension, which will now be based
on the average salary during the highest-earning
10 of those 40 years. The old system capped at
a maximum pensionable income (MPI) of EUR
15,525 (USD 21,475). The new system raises the
amount in accordance with the increase in the cost
of living adjustment until 2010. By 2014, the MPI
will be gradually increased to EUR 20,700 (USD
28,630), and social security contributions will be
adjusted in line with this new MPI. After 2014, re-
vision adjustments will be weighted 70% on wage
indexation and 30% on inflation. Currently, the
national minimum pension is equivalent to four
fifths of the national minimum wage for married
people and two thirds of the national minimum
wage for single people. For people born on or after
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1 January 1962, the guaranteed national minimum
pension will be equivalent to 60% of the median
national income.

A clause was also introduced through which
persons over 61 years of age who were born on or
after 1 January 1962 and have 40 years of credited
contributions can opt for early retirement and start col-
lecting a pension, as long as they do not resume paid
employment before reaching 65. In addition, the Act
established the crediting of contributions for parents
(including adoptive parents) who were born on or after
1January 1962, who have the legal care and custody of
children less than six years old (or 10 years in the case
of severely disabled children), and have stopped work
to take care of their children. This provision applies to
both mothers and fathers, who can claim the crediting
of contributions for up to two years per child (four in
the case of disabled children). The new Act also gives
one year credit for students and workers who want to
further their education and skills. Meanwhile, people
working on a part-time basis can be granted the reduc-
tion of the minimum national insurance contribution to
one tenth of their weekly earnings.

The new scheme mentions the introduction of a
second pillar private pension at a later date, and a third
pillar pension which is to remain totally on a voluntary
basis. The second pillar will be built by directing a per-
centage of social services contributions to be invested
through a retirement fund handled by professional
fund managers. The government plans to introduce
the second pillar scheme at the ‘opportune’ time, de-
pending on the economic climate, so as not to impose
heavier burdens on workers and employers.

The new pension scheme maintains the pay-
as-you-go nature of the existing pension system,
but has made substantial changes to the accrual of
pension entitlements, the age at which benefits can
be drawn, and the contribution periods required. Es-
sentially, there has been a shift from a defined benefit
pension scheme to a defined contribution scheme,
which in turn shifts more risks towards the individu-
als concerned and results in a more restricted distri-
bution to lower income earners and women.

Women disadvantaged
to build an adequate pension

In principle, the new pension system gives everyone
the same possibilities of building an adequate pen-
sion. In Maltese society, however, many women still
devote more time to unpaid work and less time to
paid work than men, which results in lower aver-
age pensions for women. The trend is for women’s
career patterns to be shaped by their care obligations
towards the family. Statistics show that the most
common reason for women to be unemployed is due
to personal or family responsibilities (44%) (NSO,
2007a). The 2005 employment rate for women,
34.9%, is considerably below the Lisbon Strategy
target of 60%, as is the employment rate of older
workers (31.5%). The employment rate for older
women of 12.4% is amongst the lowest in the EU-25
and decreased by 1.5 percentage points between
2003 and 2004.

Under the new scheme, it will be difficult for
many married women and mothers to reach the 40-
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year target for a full two-thirds pension; women in
certain age groups, who stopped participating in
the economy for a period of 10 years or more, will
not have made the contributions needed to qualify.
Although the new scheme gives two years credit
for each child, considering the wide gender gap in
employment rates there is a need for more effective
means to protect women against discrimination in
their old age. Women should be better remunerated
for their care-giving role in the family, a factor which
has a considerable weight in Maltese society.

The new pension system does not include an
automatic scheme for persons who care for elderly
and less healthy individuals. The Social Security Act
provides for a carer’s pension for single people who
have left the paid work force to care for their eld-
erly relatives, but this is governed by a means test
and subject to certain conditions; for instance, the
patient must be bedridden or wheelchair bound. In
several EU countries, care of the elderly has begun
to be credited within the pension system (European
Commission, 2006, p. 142), an important feature left
out of the new pension scheme even though home
care is considered a priority in elderly care in Malta
(MFSS, 2005).

Pension payments on the decline

Due to the considerable lengthening of the measuring
period from the top-earning three of the final 10 years
(a period when workers would be near the top of their
earning history) to the best 10 of the full 40 years, the
remuneration may no longer be representative of the
final salary of workers before they retire. This kind of
reform is more likely to harm those who had steep
earning rises in their careers, but may not be any more
beneficial to those on a low-income trajectory. With
the new changes, pension payments are expected to
be on the decline, which in turn is likely to raise the
risk of the elderly falling back on means-tested social
assistance or dropping below the poverty line.

The shift to a more direct contribution scheme
and the determination of benefits by the amount of
funds accumulated make it crucial to have an ad-
equate crediting system in place for periods during
which workers are prevented from contributing by
circumstances such as illness, unemployment, train-
ing, or caring for children and the elderly.

The second pillar, when introduced, creates new
questions. In general, multi-pillar reforms are still
too new for their long-term impact to be evident. A
study by the Hungarian Central Bank (Orban, 2005)
notes that “the returns recorded so far in the private
pension funds fall short of expectations and, on the
condition that these low returns persist, the second
pillar is projected to provide annuities that do not
make up for the reduction in benefits received from
the public pillar.” Shifting the weight to a direct con-
tribution structure increases the risks shouldered by
individual contributors instead of the state, and can
reduce the redistributive element present in a more
public direct benefit. Given the gender differentials
in employment in Malta, it will also tend to lead to
greater gender inequality. The second pillar will also
introduce investment and administrative charge
risks to pension schemes.
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The shift to more direct contribution implies
that an individual’s contributions and benefits will
become directly linked, reducing the possibilities
of redistribution. Such a move will be negative for
lower-income individuals. The longevity risk is
shifted squarely to the shoulders of individual con-
tributors of the same generation and not borne by the
state, since the move to a direct contribution scheme
shifts the financial risk of changing economic and
demographic factors from the state to the individual.
Taken together, all these measures tend to disadvan-
tage those with low lifetime earnings, and their net
outcome increases the risk that women will continue
to have lower annual pension incomes.

In general, the parametric reforms are driven by
the objective of increasing revenues and decreasing
‘generosity’ in terms of the annual pension benefits
paid out, and thus they are likely to have a negative
impact on the incomes of certain strata of pension-
ers. The new pension reform is mainly driven by
demographic pressure and fiscal stability concerns,
and its impact on income adequacy and pensioner
poverty does not always appear to have been given
sufficient assessment. The new reform sends a clear
signal to individuals that they need to work more to
qualify for the same benefit, rather than simply cut-
ting benefits and then possibly facing a political back-
lash and being forced to increase them once again.
Pensions were introduced in Malta not by chance,
butas the result of social consensus after the Second
World War that poverty among the elderly must be
eliminated.

Social assistance to refugees

The government offers asylum seekers and refugees
free accommodation in open centres, as well as an al-
lowance for food and transportation for unemployed
immigrants. Services and the duration of the period for
which services are offered are regulated by an ‘integra-
tion and service agreement’ or a ‘return and service
agreement’. Refugees are given social security benefits
and are also assisted with a rent subsidy (MFSS, 2007).

As of January 2007, the daily allowance given
to unemployed refugees in open centres varies ac-
cording to the status of the immigrant. A person with
temporary humanitarian protection is given EUR
4.65, an asylum seeker (someone who is still await-
ing a reply from the Refugee Commission) receives
EUR4.65, and arejected asylum seeker receives EUR
3.5. Couples with children receive EUR 2.33 for every
child. Persons with refugee status receive weekly
social security benefits which amount to EUR 81.20
and EUR 8.14 for every dependant.

Both refugees and individuals with temporary
humanitarian protection are entitled to work after be-
ing issued a work permit by the Employment License
Unit, valid for one year. Upon employment, all social
security benefits and allowances are stopped. All al-
lowances given in the open centres as well as social
security benefits and rent subsidies to refugees are
taken from the government budget. All immigrants,
irrespective of their status, are entitled to free health
care.

(Continued on page 242)
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B MEXICO

Right to social security under threat

Areli Sandoval Teran'
Rodrigo Olvera Bricefio?
Endorsed by Espacio DESC?

Poverty, inequity and inequality

in access to services

Inthe 2007-2012 National Development Plan (PND),
the federal government acknowledges the reduced
economic growth that has been reflected in an insuf-
ficient generation of formal employment positions
and almost no increase in real salaries, thus prevent-
ing sustained increases in family income and exac-
erbating the persistence and intensity of poverty. In-
equity in income distribution has also not improved
in recent years and unequal opportunity persists, in
particular manifesting regionally between different
states and municipalities.* The PND acknowledges
that public health service coverage is still not univer-
sal, that it is very difficult for most people to pay for
private services and that great inequalities persist in
the quality of services, these being associated with
insufficient infrastructure and supplies, as well as
problems related to the number and distribution of
qualified personnel.®

1 Coordinator of the Citizens’ Diplomacy Programme of DECA
Equipo Pueblo, A.C., focal point for Social Watch in Mexico
and member of Espacio DESC. Contact: <arelisandoval@
equipopueblo.org.mx>.

2 Consultoria Especializada en Justiciabilidad de Derechos
Econdmicos, Sociales y Culturales (CEJUDESC),
independent lawyer member of Espacio DESC. Contact:
<cejudesc-olvera@yahoo.com.mx>.

3 Espacio DESC, an alliance of civil society organizations
that work for the promotion and protection of economic,
social and cultural rights, was founded in 1998 and is a
Social Watch reference group in Mexico. A complete list of
participating organizations can be found in the section on
organizations that promote and develop the Social Watch
initiative at the beginning of this report.

4 Poverty reduction measures taken between 1996 and
2005 have merely re-established the same poverty levels
that prevailed prior to the 1995 economic crisis. In 2005,
approximately 18% of Mexicans were living in a condition
of food poverty and 47% of the population in a condition
of ‘patrimonial poverty’ (in which minimum needs for
food, education and health can be met but with a per capita
income that is not sufficient for the acquisition of minimum
requirements in housing, clothing, footwear and transport for
each member of the household) (PND, 2007, Central topic:
Equality of opportunities, Subject: Overcoming poverty).

5 Mexico has 4,203 hospitals, 1,121 of which are public and
3,082 private. The public sector has an average of 0.74
beds per 1,000 inhabitants, which is less than the figure of
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and legal action.
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A social security regime benefiting salaried employees and their families does not cover the informal
sector or the unemployed and half of all children are unprotected. The pension system has been
subject to regressive reforms, which have been opposed by workers through political mobilization
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Limited social security coverage and
increasingly precarious employment

In Mexico the constitutional basis of social security
resides in article 123 on employment and social se-
curity.® Within the framework of international law
protecting the right to social security, Mexico has
ratified the International Covenant on Economic, So-
cialand Cultural Rights (ICESCR), the American Con-
vention on Human Rights, the San Salvador Protocol
and several International Labour Organization (ILO)
Conventions including No. 102 on social security
(minimum standards).

According to Article 2 of the Social Security Law,
the aim of social security in Mexico is “to guarantee
health care rights, medical assistance, the protection
of livelihood and social services that are essential for
individual and collective well-being, as well as the
provision of a pension that, where applicable and
where legal requirements have been fulfilled, will be
guaranteed by the State.”

In general the system is based on an occupa-
tional model” and benefits salaried workers and their

1 bed per 1,000 inhabitants recommended by the World
Health Organization (WHO). Mexico has 1.85 doctors per
1,000 inhabitants, which is less than the recommended
international average of 3 doctors per 1,000 inhabitants
(PND, 2007, Central topic: Equality of opportunities, Subject:
Health).

6 Article 123, Section A, sub-section XXIX for workers in
general and section B, sub-section Xl for state workers.

7 The universal or Beveridge welfare model incorporates
citizens’ basic rights to welfare, is characterized by
unrestricted access to social services and is financed by
taxes. The occupational or Bismarck model corresponds to
the distributive principle of social security in which monetary
benefits, and in particular pensions, depend on contributions
made. (CESOP, 2004, p. 7-8).
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families, providing health care services, pensions
and some contributory social and economic ben-
efits. But this model does not cover, for example,
the unemployed or those working in the informal
sector. According to official figures for the first quar-
ter of 2007 (INEGI, 2007, p. 5-6), the unemployed
numbered 1.7 million, resulting in an official unem-
ployment rate of 4%, while informal sector workers
numbered 11.4 million, equivalent to 26.9% of the
economically active population in employment.

Moreover, according to the National Population
Council (CONAPO) half of Mexico’s 31.7 million chil-
dren are not covered by social security.?

It is also apparent that with the advance of job
market flexibilization, the ratio of temporary workers
to permanent workers is increasing, and the former
do not receive social security benefits even when
they are working in the formal sector. According to
the Mexican Social Security Institute (IMSS) 2004
report, jobs with social security coverage frequently
pay less than jobs without it, and this encourages
workers to choose employment that does not pro-
vide IMSS coverage, or informal work, because it
pays more than formal employment with social se-
curity (CESOP, 2004, p. 28).

In 2006 a total of 58,302,000 people held bene-
fit rights, 47,536,000 through IMSS and 10,766,000
through ISSSTE (INEGI, 2006). According to the
National Occupation and Employment Survey 2006,
just over a third (35.7%) of the employed economi-
cally active population had access to health institu-
tions, while the other 64.3% were without coverage.

8 “Sin seguridad social la mitad de los nifios, revela CONAPO”.
El Sol de San Luis, 30 April 2007. Available from: <www.oem.
com.mx/elsoldesanluis/notas/n259630.htm>.
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TABLE 1. Summary of the main social security systems in Mexico

1 " EUEEE ® | I | [
| 1LE 1. summary ot mainsoca sty sysems oo |

System Type of financing Legal basis Involved stakeholders Benefits covered
Mexican Social Security Institute | Individual contribution with IMSS Law Tripartite: employee, employer and Sickness and maternity; work-related injuries;
(IMSS) aminimum guaranteed federal government disability and life insurance; retirement and old
subsidy Financial institutions (pension fund age pensions; child care and social assistance
administrators) benefits
Public Employees Social Security | Individual contribution with ISSSTE Law Tripartite: employee, government Health insurance (preventive, curative and
and Services Institute (ISSSTE) aminimum guaranteed department and ISSSTE maternity medical care, physical and mental
subsidy Pensionissste (state administrator) rehabilitation); work-related injuries; retirement
and financial institutions (pension and old age pensions; disability and life insurance
fund administrators)
State companies: Petrdleos Solidarity scheme Constitutional Tripartite: employee, state company Sickness and maternity; work-related injuries;
Mexicanos (PEMEX), Comision law and collective and federal government disability and life insurance; retirement and old
Federal de Electricidad (CFE), employment age pensions; child care and social assistance
Luzy Fuerza del Centro (LFC) contracts benefits
Health Social Protection System Public subsidy and pre-paid General Health Federal and state governments and Voluntary medical insurance including health
operated through People’s Health | by non-beneficiaries of social Law non-beneficiaries of social security care and medicines (limited to the Essential
Insurance (SPS) security institutions institutions Services Catalogue)

Source: Compiled by authors based on official information.

Ofthose who did have access, IMSS covered 27.3%,
ISSSTE 5.2%, state ISSSTE 1.3%, PEMEX together
with the Navy and National Defence Department
0.7%, and others 1.2% (IMSS, 2007, p. 6-7).

To provide coverage for the 57.8% of the total
population who are notinsured by any social security
institution (non-salaried workers, the self-employed
and unemployed), People’s Health Insurance® was
created six years ago and by the second half of 2006
had 15,672,374 affiliates (IMSS, 2007, p. 7). Howev-
er, the 2006 Alternative Report’s chapter on the right
to health care'® condemns it as an instrument that
institutionalizes a regression in the right to health
care, violates constitutional principles of free and
universal health care and follows the trend towards
the progressive minimization and commercialization
of services provided for the general public.

Regressive pension reform versus
international recommendations

The 1999 Alternative Report alerted the UN Economic,
Social and Cultural Rights Committee to the legal re-
forms of 1992 and 1997 that led to the replacement of
the solidarity pension system by a system of individual
contribution under the administration of finance insti-
tutionsthat charge acommission foraccount manage-
mentand earn interest from the investment of pension
funds in the stock market. The Committee expressed
its concern to the Mexican government about social
security system privatization “which could result in
those who cannot make contributions to a private pen-
sionaccount being deprived of benefits...” (ECOSOC,
1999, E/C.12/1/Add.41, para. 24). The 2006 Alterna-
tive Report also condemned the performance of the
Pension Fund Administrators (AFORES) and the pre-

9 See: <www.ssa-sin.gob.mx/SEGUROPOPULAR/Index.htm>.

10 The Report of Civil Society Organizations on the Situation
of Economic, Social, Cultural and Environmental Rights
in Mexico (1997-2006) is an alternative report to the 4th
Periodic Report of the Mexican State on the Implementation
of the ICESCR. Right to Health Care chapter, coordinated
by COCOMI, Mexico, April 2006. Available at: <www.
equipopueblo.org.mx> and <www.ohchr.org/english/bodies/
cescr/docs/info-ngos/mexico-coalition_En.pdf>.

04-Pai’ses_in (143-248).indd 197

carious situation of IMSS and ISSSTE.™ In response
the Committee recommended a number of measures
to the government, such as “a thorough evaluation
of the modifications to the current pension system
involved in the new law governing the Public Employ-
ees Social Security and Services Institute, as well as
future modifications to other social security systems,
in order to guarantee that such modifications do not
generate employmentinsecurity for future pensioners
or reduce the value of future pensions thus endanger-
inganappropriate standard of living” (ECOSOC, 2006,
E/C.12/MEX/CO/4, para. 35).

The ILO Committee of Experts on the Appli-
cation of Conventions and Recommendations has
recently issued an individual observation for Mexico
in relation to Convention 102 on social security,
in which it requests from the government, among
other things, the texts of the agreements with the
private sector for the transfer of responsibility for
services, in order to verify their compatibility with
the Convention, copies of the inspection reports, and
information from supervision bodies indicating the
average percentage of commission paid to AFORES.
It also notes that the minimum guaranteed pension
for2005is equivalentto 30.82% of the wage of an or-
dinary adultlabourer, which is considerably less than
the minimum percentage prescribed by the Conven-
tion (40%), and that consequently the governmentis
expected to adopt the necessary measures to raise
the minimum guaranteed pension (CEACR, 2007,
Doc. No. (ilolex) 062007/MEX102). The observation
relates to the 1997 IMSS Law reform butitis foresee-
able that the Committee will have to pronounce again
on Mexico’s non-compliance with Convention 102 in
connection with the new ISSSTE Law.

11 Ibid. Right to Social Security chapter, coordinated by
Centro de Reflexion y Accion Laboral de Fomento Cultural y
Educativo.

12 In 1961 Mexico ratified Convention 102, the following parts
of which are obligatory: Il (medical care), Il (sickness
benefit), V (old-age benefit), VI (employment injury benefit)
and VIII-X (Maternity benefit, Invalidity benefit and Survivors’
benefit).
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Alegal analysis™ of the 28 March 2007 ISSSTE
Law reform concludes that it is a regressive measure
when compared with the previous legislation and
that it contravenes both the Mexican Constitution
and specific provisions of Convention 102 that the
Mexican state has an obligation to comply with. Al-
though the new law contemplates several types of
insurance and benefits that could be said to fulfil
obligations incumbent on Mexico, the truth is that
they are regulated in a way that does not include
the obligation to provide benefits “for the entire du-
ration” of each contingency. Even worse, this law
includes several specific articles that entitle ISSSTE
to withhold benefits, either because the department
in which an individual is working has not fulfilled
its obligation to remit contributions or because of a
discretional management of financial resources that
employs a merely financial logic and not the criterion
of rights fulfilment (provisions in articles 15, 25, 196
and 198 of the new Law imply a complete lack of
security for workers). Furthermore, this law is based
on an individual contribution system administered
by private institutions, in contravention of the obli-
gation that the social security system be collectively
financed, as prescribed by ILO Convention 102.

Hundreds of thousands of public employees
have politically mobilized and taken legal action
against this reform. Among the legal actions insti-
gated are the following:

e Writs of injunction: According to information
from the Supreme Court, between May and July
2007 more than 160,000 legal actions were pre-
sented, of which 107,000 were admitted, and it
is expected that the Federal Judiciary will pro-
tect workers affected and potentially affected by
the reform.

(Continued on page 242)

13 This analysis is based on the claim under article 24 of
the ILO Constitution presented by several trade unions
and coordinated by Rodrigo Olvera Bricefio, Consultoria
Especializada en Justiciabilidad de Derechos Econémicos,
Sociales y Culturales (CEJUSDEC). Mexico, D.F., 6 June 2007.
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B MOLDOVA

0ld age pensions near the poverty line

National Women'’s Studies
and Information Centre “Partnership for Development”
Diana Mocanu

The reform of the pension system was supported
in large part by the World Bank’s Social Protection
Management Project. The social insurance system
from the pre-transition period could not ensure pro-
tection for the people of Moldova, and the elderly
and poor were among the most vulnerable. Among
other things, the system suffered from a poor politi-
cal framework, a weak administrative capacity, and a
lack of understanding by society. The country’s over-
arching economic challenges further undermined the
system’s sustainability.

In 1998, things began to change. That year,
with the assistance of the World Bank and European
Union, Moldova’s long-term pension strategy was
finalized and a new law on state social insurance
pensions was adopted, establishing a correlation
between social contributions and pension size.

In 1999, Moldova asked the World Bank for sup-
port in implementing comprehensive reforms of the
public pension system and designing a new organi-
zational structure for social insurance. The project
included analysis, monitoring and evaluation of social
policies; strengthening of social protection manage-
ment by creating and implementing an integrated
information system; and better public information.

As a result of the project, the capacity of staff in
the Ministry of Labour and Social Protection has been
increased considerably through training. Social pro-
tection policies are evaluated regularly, social reports
are published yearly, and the Moldovan people are well
informed about reforms through public information
campaigns that utilize brochures, radio and television
programmes, public service announcements, and
newspaper articles to spread the word.

The organizational structure of the National Social
Insurance House (CNAS) was improved, taking into
account international best practice examples, and staff
members have been trained accordingly. Boththe CNAS
central office and local offices have been furnished with
the equipment needed to ensure that individual records
of social insurance contributions are kept, and many
offices have been renovated. Communications and
internet networks have also been installed.

The results of the project are clear. The number
of contributions to the state social insurance budget
has increased and the budget income has also risen.
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Despite comprehensive World Bank-supported reform of the public pension system, old age pensions
remain very close to the poverty line. While current public expenditure on health care is significant
compared to other former republics of the Soviet Union, the public health care system faces major
challenges, including the loss of trained professionals to neighbouring countries. Meanwhile,
community-based social services are being developed in partnership with civil society as an alternative
to institutional services, especially for children and the elderly.
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Pension arrears have been settled, and pensions are
now indexed yearly. Employees can more efficiently
monitor the payment of contributions by employers.
Public communication regarding social protection
policies has also greatly improved, and as a conse-
quence, the population is better informed about the
connection between the sums of social contributions
transferred and pension size.

However, in 2006 retirement pensions averaged
MDL 457.51 (USD 38), reflecting a 15% increase
compared to 2005 (MDL 397.18 — USD 33). This
level is very close to the poverty line. In addition, the
replacement rate (payment size as a percentage of
lastincome) continued to decrease, falling to 27% in
late 2006 from 30% in 2005.

Public health system faced
with serious challenges

Access to quality health services is a key problem
for Moldova. According to a national household sur-
vey, only 44.1% of the country’s population has full
access to health services, 40% has limited access,
while 15% has no access to health services at all.
This situation is largely explained by economic fac-
tors. For example, direct payments for health care
services significantly exceed the 15% share of the
health care budget recommended by the World
Health Organization (WHO). The low wages of medi-
cal staff also affect the accessibility and quality of
health services. The Public Opinion Barometer Sur-
veys carried out during 2000-2003 indicated that
as much as half of the population in the Republic of
Moldova who benefited from hospital care had to pay
additional unofficial fees for health care services."

1 <ec.europa.eu/health-eu/doc/Igbt.pdf>
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During the implementation of the 2004-2006
Economic Growth and Poverty Reduction Strategy
Paper (EGPRSP), the development of the health care
sector was marked by the extension of the primary
health care network, the introduction of manda-
tory health care insurance, and an increase in state
budget contributions, which amounted to 3.5% of
GDP in 2006. Current public expenditure on health
care is significant compared to other CIS? countries,
but is 1.9 times less than in the EU countries. Cur-
rently, about 75% of the population of the country is
covered by health care insurance and over 80% of the
population has access to family doctors.

The strengthening of primary health care is still
one of the priority strategic areas in the health sector.
In 2006, the average number of visits to the fam-
ily doctor stayed the same as in 2005, and was 3.3
visits forinsured persons and 2.7 visits for uninsured
ones. The share of doctors’ visits corresponding
to preventive health care was 21% for adults and
49.7% for children. As compared to 2005, requests
for emergency health care services had increased
by 3.8%, while in comparison with 2004 they had
grown by 22.3%.

Over recent years, specific actions have been
undertaken to strengthen primary health care in-
stitutions in rural communities. However, there are
still many challenges facing the health care system.
With the exception of facilities renovated through the
Investment Fund for Health Care project, the infra-
structure of primary health care institutions tends
to fall considerably short of expectations. Only 91
of the country’s 979 primary health care institutions

2 Commonwealth of Independent States, a loose federation of
11 former Soviet Republics.
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have new health care vehicles, and numerous insti-
tutions are operating in deteriorated premises and
urgently need capital repairs or relocation. For the
most part, health care equipment s old and outdated,
which results ininsufficient use of high-performance
technologies for diagnosis and treatment. The poor
working conditions for health care staff and lack of
opportunities to use modern diagnosis and treat-
ment technologies spur young medical specialists
to migrate abroad. This problem has become even
more acute as a result of substantial increases in
salaries for health care staff in neighbouring coun-
tries. The number of family doctors in Moldova in
2006 was 2,031, which represented a 1.7% decrease
as compared to 2005.°

The country also faces significant gaps in health
care access between the poor and non-poor, and be-
tween rural and urban populations. About 25% of the
socially vulnerable population of working age, mainly
concentrated in rural areas, has no adequate access
to health care services due to financial difficulties and
lack of transportation infrastructure, among other
factors. These sectors of the population are not cov-
ered by the mandatory health care insurance sys-
tem. For example, in rural areas, a poor household
spends 28 times less on health care services than
a prosperous one. Uninsured persons may benefit
from minimal health care provided free of charge by
the state, which includes services offered as part of
national programmes, family doctor consultations,
and emergency health care for major emergency
cases at the pre-hospital stage.

Unemployment insurance

Unemployed persons can receive unemployment
benefits if they are registered at a district employ-
ment agency, have worked for more than six of the
previous 24 months, and have no income of any
kind.

Unemployment benefits are tax free and are
allocated from the state social insurance budget.
Depending on the reason for termination of employ-
ment, benefits represent either 30%, 40% or 50% of
the national average wage during the previous year.
The length of time during which unemployment ben-
efits can be received varies in accordance with the
amount of time the individual had been employed. It
ranges from six months (for those who have worked
atleast six months), to nine months (five to 10 years)
to 12 months (for those who have worked more than
10 years).

Growing number of children
and adolescents in institutions

The limited access to specialized community-based
services for children in difficult situations has fos-
tered an increase in the rate of institutionalization.
There are various reasons for which children are
institutionalized: 36% of children in institutions were
placed there as a result of diseases and disabilities;
16% after their parents’ death; 27% because of their
parents’ poverty; 8% because of family problems;

3 <ec.europa.eu/europeaid/projects/tacis/pdf/moldova_ap_
2005_pf_health_reform.pdf>
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and 4% because their parents were unemployed. It
is worth mentioning that some children are institu-
tionalized because of the lack of primary education
institutions in the localities were they live (0.2%).
Often institutionalization is used as a means of re-
solving the problem of children who are left without
permanent supervision when their parents leave to
work abroad.

Support for immigrants and asylum-seekers

Asylum-seekers are provided with free legal aid and
representation, and those considered as vulner-
able refugees and asylum-seekers receive basic hu-
manitarian assistance. Training activities specifically
geared to the judiciary, police, lawyers and ministry-
level officials have contributed to enhancing govern-
ment expertise in the field of asylum. At the end of
2006, according to government figures, there were
more than 160 recognized refugees along with more
than 1,700 stateless persons living in the country.*

Social assistance for vulnerable groups

Expenditure on social assistance programmes has
increased over the past few years, rising from 8.8%
of GDPin2004 to 11.7% of GDP in 2006. The system
of ‘nominative targeted compensation’ — through
which benefits are provided to households based on
membership in one of 11 ‘socially vulnerable’ cat-
egories, as opposed to financial need — continues to
be the most expensive social programme, account-
ing for roughly 47% of social assistance expenditure
from the state budget.

In the context of reforming the social assist-
ance system, a pilot testing of a new mechanism
for nominative compensation benefits was under-
taken in 2006. Information was collected about the
income of 25,099 families that are beneficiaries of
nominative compensation grants. The analyzed data
revealed that 56.6% of these households came from
rural localities, whereas 43.4% were from urban lo-
calities. Two categories accounted for almost one
half of all beneficiaries: ‘second-degree’ work disa-
bled persons, who made up 34.3% of beneficiaries,
and pensioners living alone, who made up 13.8%.
Women represent over 80% of all pensioners who
live alone.

The distribution of targeted compensation
beneficiaries by revenue categories reveals that the
disabled, participants in the Second World War, and
victims of the Chernobyl nuclear disaster tend to fall
into higher income categories. Individuals in these
categories typically receive social assistance from
other programmes as well. Meanwhile, the benefici-
aries in the poorest categories come from rural local-
ities and consist of ‘third-degree’ disabled persons,
families with four or more children, ‘second-degree’
work disabled persons, and persons who have been
disabled since childhood.

The lack of a single database of all social assist-
ance beneficiaries makes it impossible to identify
both the number of beneficiaries of social assistance
and the number of social benefits rendered to them.
Another problem is related to the lack of a recording

4 <www.unhcr.org/publ/PUBL/4666d24e11.pdf>
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mechanism focused on a ‘family’ approach, because
within one family there may be two or even more
persons entitled to separate benefits, which makes it
impossible to evaluate the total amount of the assist-
ance delivered by the state to vulnerable groups.

Promoting community-based services

Currently, the demand for community-based social
services far exceeds the local public administration
capacity. The need to develop cost-efficient serv-
ices with a community accent, as an alternative to
institutional services, is more than obvious. As a re-
sult, in some districts of the country, the local public
authorities have entered into partnership with civil
society groups and donors to develop such serv-
ices. In 2006, the community-based services regis-
tered included 21 community-based senior citizens’
homes, where 481 elderly people are provided with
housing and access to different services, and 64
community-based social service centres that cater
10 2,964 vulnerable persons, such as elderly people
with disabilities, children and young people in dif-
ficult situations.

However, the most widespread social service at
the local level is that of home-based services. A total
of 2,329 social workers offer home-based services
024,446 senior citizens living on their own and indi-
viduals unable to work.

There have also been new social service pro-
grammes established with the goal of decreasing
school dropout and the institutionalization of chil-
dren. In 2006, a total of 193 children who had been
living in residential institutions were able to return to
living with their families.

Alternative services are developed and delivered
mainly with the support of civil society. At the same
time, however, there is no state mechanism to certify
social assistance services and control their quality.
As a result, there is no way for the government to
effectively monitor the situation of social services de-
velopment, assess the costs of services, and create a
competitive market for all social service suppliers.
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B MOROCCO

Social protection hampered by bad governance

Espace Associatif
Larbi Jaidi

To produce this report, Espace Associatif'
used a participative methodology based on
a scheme proposed by an expert in this field,
Larbi Jaidi. A panel of 10 organizations? was
set up, each from a different thematic area
of social protection, and each organization
completed an e-mail questionnaire giving its
point of view in function of its own activities
and objectives. Then there was a meeting at
which representatives from the organizations
exchanged views, and Larbi Jaidi was able to
check and complete the report. The organiza-
tions subsequently made amendments, and
approved the final version at a second meet-
ing with Larbi Jaidi.

In October and November 2007, there
will be a process of reflection, and proposals
will be presented to involve more Moroccan
social actors and NGOs and mount cam-
paigns to promote change and raise aware-
ness about social security in the country.

At the start of the 21st century, Morocco is finding
it difficult to achieve prosperity and social cohe-
sion, partly because of backwardness in many areas
of social development. A package of reforms was
implemented more than 10 years ago and some
notable progress was made, including an obligatory
iliness insurance law and reform to the Family Code,
but major problems remain. llliteracy is becom-
ing more widespread, progress is not uniform or
harmonious, and there is still gender inequity and
great differences in development levels in different
regions. In 2006, the UNDP Human Development

1 Anassociation founded in 1996 to strengthen and promote
the associative movement for democratic development in
Morocco. Email: <espasso@iam.net.ma>; website: <www.
espasseassociatif.org>.

2 This report includes contributions from Fatiha Daoudi,
ADFM; Said Makhon, Al Amana; Ahmed Douraidi, ALCS;
Najat Razi, AMDF; Mohamed Khattab, AMDH; Abdelaziz
Ameziane, Carrefour associatif; Laila Imerhrane and Amina
El Gani, OMDH; Abdellah Lefnatsa, UMT; Abdellatif Ngadi,
Transparency Morocco; Abdesselam Aboudrar, civil society
activist.
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It is essential to overhaul decision-making and management mechanisms and re-launch public
programmes to make them more efficient, and to create a synergy among the various components
of the systems that provide services. There must be transparency to promote a climate of confidence
among the different social actors, and to protect the people from economic and social risks.
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Report ranked Morocco at 123rd in the world, which
is very low. The reforms have still made hardly any
visible impact on conditions of life in the country,
and the greatest challenge facing the administra-
tion is to improve the governance of these social
programmes.

Morocco has entered into numerous interna-
tional commitments, including the United Nations
Millennium Declaration, which binds the country
to adopting human rights and gender equity ap-
proaches in public policies. This means the state
must strengthen its capacity to ensure the promo-
tion and protection of human rights, taking account
of people’s ability to have their rights recognized,
and also to establish mechanisms to follow up and
evaluate public action to make sure that these rights
are completely satisfied. It is true that Morocco has
taken some measures to improve the situation of
women, including officially adopting the Conven-
tion on the Elimination of All Forms of Discrimina-
tion against Women (CEDAW), but the institutional
dimension of the gender focus has not yet been
consolidated.

Access to health: dysfunctions
that jeopardize equity
Morocco has also made international commitments
to provide national health care services for the whole
population. However, in many cases people find they
are hindered from actually accessing health care, and
this is due to various dysfunctional weaknesses in
the health system, including the following:

The fact that the general state of health of the
people is still unsatisfactory. The maternal mor-
tality rate is high, as are mortality rates among
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newborn babies and children under five years old,;
contagious illnesses still persist (there are 30,000
cases of tuberculosis per year) and so do maternal
and perinatal health problems (27% of children
born in rural areas and 13% in urban areas suffer
stunted growth, and 12% of children in rural areas
and 3.3% in cities are underweight); and non-con-
tagious illnesses due to changes in people’s ways
of life have emerged (17.4% of the total of years of
life lost through premature death are due to circula-
tory system diseases, 6.7% to tumours and 4.6%
to respiratory diseases). There is also the problem
of HIV/AIDS, which is still on the rise, especially
among women, who account for 50% of cases in
the last five years in contrast to the 1986 to 1990
period when only 20% of HIV/AIDS cases were
women (Ministry of Health, 2005a).

Inequalities in the offer of and access to health
care. In spite of the efforts that have been made,
the health system still has numerous shortcomings
including insufficient infrastructure and equipment®
and geographical access problems in some parts
of the country: around 31% of the population lives
more than 10 kilometres from a health centre (Min-
istry of Health, 2005b).

Mechanisms to finance the health care system
are underdeveloped, and only a totally inadequate
5% of the general state budget is allocated to this
sector. To make matters worse, a massive 70% of
the total health budget consists of operating credits;
there is a lack of coordination between resource al-
location criteria and areas of expenditure (the hospital

3 Atthe present time there is one basic health care post per
14,012 inhabitants, which amounts to one hospital bed per
1,060 persons (Ministry of Health, 2005a).
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network, outpatient services, training, etc.); there is
scant financing from public sources;* services are of
poor quality with long waiting times, examinations
that are only superficial, illogical prescriptions, short-
ages of medicines and low health insurance coverage
that provides protection for only 15% of the popula-
tion (Ministry of Health, 2003).

The new Compulsory Health Insurance law
(AMOQ) means a whole change of perspective for
most people. It encompasses all public and private
employees and is based on principles of solidar-
ity and equity, coverage for everyone, and no dis-
crimination for reasons of age, sex, type of activity,
level of income or medical background. However, the
evolution of health care and the rate of coverage are
still subject to restrictions imposed by the financial
equilibrium of the system.

The state, in cooperation with the banking sys-
tem and micro-credit organizations, has set a series of
initiatives in motion to provide coverage for self-em-
ployed workers in the expectation that AMO coverage
can be expanded to include these specific categories.
Abillis being prepared to enable economically vulner-
able population sectors that are without coverage to
benefit from a health care system (RAMED). But this
project has run into difficulties in the implementation
phase due to problems with identifying the benefici-
aries, partial contributions from certain population
groups, hospital reform and the participation of local
communities in providing finance.

Limited retirement pension coverage

The retirement pension sector is made up of 10 dif-
ferent systems, and total coverage is still limited.
In 2005, the four biggest retirement pension funds
provided coverage for 25.6% of the economically
active population (Ministry of Finance and Social
Security, 2003). There is a generalized notion that
these systems are generous, but in fact the average
benefit per person is very meagre, indeed it is less
than the minimum salary in the country. The retire-
ment pension system has problems that undermine
its financial stability and have a negative impact on
its efficiency and future viability. These can be briefly
summed up as follows:

*  The retirement pensions sector is not organized
in any legislative framework.

e There is not enough control or supervision.

»  Contributions are low (5%) compared to other
countries (Portugal 35%, Brazil 30%, Turkey
20%) and are increasingly insufficient to fi-
nance benefit payments.

e There is weak governance in the pension funds.

e The pension systems are not coherently coordi-
nated (Ministry of Finance and Social Security,
2003).

4 The main source of finance for health expenditure comes
from households, whose direct contributions account for
53% of the total. National and local fiscal contributions
account for only 25% of insurance payments and only 16%
of treatment costs. Other sources of finance make very small
contributions: 4% from employers (excluding the State and
local communities) and 1% from international cooperation
agencies (Ministry of Health, 2003).
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The whole equilibrium of the systemis at grave
risk because the demographic balance essential to
pension provisionis expected to deteriorate over the
next 30 years. Demographic projections cast doubt
on the sustainability of the system, and people do
not think it will be able to meet its commitments
in the years ahead. In the long term, it will only be
possible to counter the negative consequences for
this sector if Morocco can achieve a good and long-
lasting rate of economic growth. The traditional
forms of solidarity and mutual support among peo-
ple are disappearing, so the retirement pension
system will have to be expanded, and there will have
to be achange of mentality so that old age pensions
come to be seen as a human right.

The condition of poverty

In 1999, there were approximately 5.2 million people
(19% of the population) living below the poverty
line. Rates were much higher in rural areas than in
the cities (27.4% and 12%, respectively). The poor
tend to have large families (70% have more than five
children), low levels of education, a lack of assets
and, most serious of all, they do not have land that
can be cultivated. The unemployment rate is high in
this population sector, reaching 30% in urban areas.
An estimated 44% of children under 15 years old
are living in poverty, while distribution by gender
shows an increasing trend towards the feminization
of poverty (Ministry of Economic Security and Plan-
ning, 2000).

There are various vulnerable groups in society
that require attention, above all:

e Children: It has been calculated that there are
600,000 child workers, many of whom live
on the street and are exposed to physical and
sexual violence. About half amillion childrenare
beggars.

*  Widowed, divorced and single mothers who are
heads of households: Women in these catego-
ries who are more prone to poverty, in part
because Moroccan legal statutes and inherit-
ance laws discriminate against women and
make them more vulnerable.

¢ People with different abilities: In 4.3% of house-
holds that are below the poverty line, the head
of the household is disabled or ill (Ministry of
Economic Security and Planning, 2000).

At the end of the 1980s, the government im-
plemented a social strategy to combat poverty that
was geared to expanding access to basic social
services to include people in situations of disad-
vantage, increasing the number of jobs available
for these groups and strengthening social care and
protection programmes. The programmes to com-
bat poverty, which were intensified between 1995
and 2005, have been aimed at promoting activi-
ties to generate income and foster youth employ-
ment. However, in many cases the plans to provide
education, vocational training, basic health care,
potable water, electricity and social housing have
been distorted. Public effort in these areas has been
dispersed, the programmes are not sufficiently co-
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ordinated, local communities are only involved to
a limited extent, and follow-up and evaluation are
lacking, all of which has tended to limit the impact
of these programmes.

In May 2005, the government launched a
National Initiative for Human Development, which
shows that there is political will to tackle the prob-
lems of the needy, above all in poor urban neigh-
bourhoods and disadvantaged rural communities.
Itis still too early to gauge the impact of this initia-
tive, but already some flaws have become evident:
the projects are slow to go into operation, there
are no clear criteria for allocating funds, there is
more concern with statistics and numbers than
with actual concrete results, and there is friction
between institutions as a result of the trend for hu-
man development committees to take over the role
previously played by elected councils.

One measure in operation is a system of micro-
credits, and while it is too early to tell whether this
has been effective in combating social exclusion,
the beneficiaries’ living conditions have clearly im-
proved and the scheme is expanding rapidly thanks
to the opportunities it offers. At the end of 2006,
the micro-credit sector represented a portfolio of
1,034,162 clients, most of whom were women
(66%).5 Micro-credits are clearly having a posi-
tive impact since most of the beneficiaries enjoy a
rise in income, and participation in the programme
fosters the diversification of activities. However,
there is evidence that micro-credits basically serve
as circulating assets, and that there is no particular
focus on pockets of poverty.

Unemployment and lack of job stability

Some 1.5 million people are unemployed, and this
problem is getting worse every year. In 2004, overall
unemployment stood at 11.2% but there were big
differences between the rural and urban rates, and
also differences depending on gender and educa-
tional level. Long-term unemployment (more than
12 months) and ‘recurrent’ unemployment have
become the main factors underlying social exclu-
sion. The unemployment rate is higher for women
(25.8%) than for men (17.4%), and unemployment
among young people is increasing and causing seri-
ous concern. The percentage of young people who
drop out of the educational system before graduating
and therefore have poor qualifications is high, and
this makes them more vulnerable to labour and so-
cial exclusion. Even young people with professional
training find it difficult to enter the labour market.
The relative weight of unemployed young people
who have completed their studies is increasing be-
cause company recruitment practices tend to be
very selective (Ministry of Economic Security and
Planning, 2005).

(Continued on page 243)

5 FNAM: <www.fnam.mafarticle.php3?id_article=180>.
See also the website of one of the biggest micro-credit
associations, Al Amana <www.alamana.org>and an
evaluation of the contribution Al Amana makes to the
development of its micro-enterprise clients.
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B MOZAMBIQUE

Management of public funds must be improved

Social Watch Mozambique
Mozambican Human Rights League
Custédio Duma

Joaquim Dimbana

More than 60% of the population still depends com-
pletely and exclusively on agriculture for survival.
According to a recent Ministry of Agriculture report
(SETSAN, 2005), there are 520,000 people in the
south of the country who are facing a situation of
extreme food insecurity and need immediate assist-
ance. The number could rise to 660,000 if no help is
forthcoming before October 2007. In the south, the
production of cereals has fallen by around 30% and
vegetables by 12%. The southernand central regions
are ravaged by cyclones, floods and drought.

Meanwhile, the report Poverty and well-being
in Mozambique (2004) reveals that rates of poverty
in different regions of the country vary widely. The
highest rates are in the central region (around 74%),
and in the provinces of Sofala (87.9%), Tete (82.3%)
and Inhambane (82.6%), but these areas are not
very densely populated and only 28.2% of the poor
live in them. In contrast, 39.3% of the nation’s poor
live inthe much more densely populated provinces of
Nampula and Zambezia, but although poverty rates
are higher in these two regions the annual budget
allocation they receive is less than the funds that go
to other less impoverished provinces with smaller
populations.

According to the report cited above, only 12% of
rural dwellers have access to running water and only
31% have an indoor latrine, whereas in urban areas
the percentages are 66% and 68% respectively. A
mere 20% of the rural population have a health care
centre or postintheirvillage. This is probably the rea-
son why some 60% of childbirths in rural areas take
place in the home, while in the cities the rate is 16%.

According to the Joint United Nations Pro-
gramme on HIV/AIDS (UNAIDS), life expectancy in
Mozambique is just 41.9 years, among the lowest in
Africa, and the HIV/AIDS pandemic is partly respon-
sible for this situation.

Government plans to promote development

Official projections indicate that the country’s
economy will grow by 7% in 2007, and there will be
one-digitinflation. Investment will be mainly concen-
trated on improving and harnessing infrastructure in
the sectors of energy, communications and water
supply in rural and peri-urban areas.

04-Pai’ses_in (143-248).indd 202

Basic Capabilities Index (BCI)

100
BCI= 61 Children reaching

5th grade

100 100

86
Surviving under-5

Births attended

Although there has been economic growth in Mozambique in the last 10 years, the population’s
standard of living remains among the lowest in the world. The country continues to face enormous
social, economic and regional gaps, and there are no clear inclusive and participatory public policies.
Good governance is an essential requirement to provide the population with a minimum of basic social
services and living conditions which can pave the way towards ensuring genuine social security.
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The current government has made the fight
against poverty the main priority in its five-year plan.
This is seen as a precondition for human, economic
and social development not only in the countryside
but also in the cities. There are huge differences be-
tween ruraland urban areas and between the regions
near Maputo and those farthest away, and these gaps
are a long way from being rectified. The administra-
tive unit in the country’s 11 provinces is the district,
and the idea is to use each district as a nucleus for
national development. One of the most important
elements in the five-year plan is the allocation of
MZN 7 million (USD 274,000) to each of the 128
districts, to be used initially for public investment
programmes.

In 2006, Social Watch Mozambique criticized
this policy, alleging that the distribution of funds did
not follow coherent allocation criteria nor was it pro-
portional to the potential or the needs of each district.
The project was a failure in terms of management,
implementation and monitoring, which led the gov-
ernment to decide that the funds would be disbursed
as credits or micro-credits to finance initiatives from
local development organizations and associations.
This connected state activity with the commercial
bankers, in spite of the fact that it is a consultative
committee run by the local administration that de-
cides which organizations to finance.

The Mozambique school network will be ex-
panded in 2007. There are expected to be 4.9 million
pupils in the general education system (covering
grades 1 through 10), which represents a 12% in-
crease over the 2006 figure, and there are plans to
build 1,425 classrooms throughout the country.
This amounts to significant progress, but there are
still serious problems as regards the distribution
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of school resources. The province of Zambezia, for
example, has an enormous population but receives
the lowest education allocation from the national
budget.

There are also plans to build seven hospitals in
rural areas, plus three health care centres and four
medicine storage facilities, and to renovate another
17 medical facilities (hospitals and health care cen-
tres). In 2007 work will begin on the construction
of a general hospital in Matola, training centres in
Mocimboa da Praia in Cabo Delgado and Cuamba in
Niassa, and the Infulene Institute of Health Sciences
in Maputo. In addition, antiretroviral treatment will
be extended to cover more than 96,000 people living
with HIV/AIDS. Itis estimated that around 1.8 million
people in Mozambique are HIV-positive.

Foreign assistance

Overall government expenditure in 2007 is expected
tobe MZN 70.8 billion (USD 2.77 billion), and around
54% of this will come from foreign sources.

The World Bank promised USD 70 million in
2007 to support the government’s programme to
combat extreme poverty with the Social Economic
Plan, and this sum came into the country’s general
state budget in the form of a credit. The govern-
ment made a commitment to use these funds to
reduce poverty levels and promote rapid economic
growth that would be sustainable and inclusive,
but it did not give any concrete data about the plan.
The USD 70 million was to be handed over in two
payments, one in each six-month period. A World
Bank representative said that the poverty reduc-
tion assistance programme included a new series
of credits whose main objective was to support
the implementation of the Action Plan to Reduce
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be transformed into traders. However, this scheme
overlooked the fact that agricultural techniques in the

TABLE 1. Measures of the incidence and depth of poverty (using the basic basket approach)

Absolute Poverty 2006-2009 (PARPA 11). This will
include three annual operations to be implemented
between 2007 and 2009. The programme began in
2004, and the country received the sum of USD 60
million in that year.

In July 2007, the United States awarded Mo-
zambique a five-year grant totalling USD 506.9 mil-
lion, to be invested in reducing poverty rates in the
country. The government has decided to invest these
funds in the provinces in the northern region.

In Mozambique the financial sector is very
weak because of high levels of corruption, a lack of
transparency and access to information, fraud in the
banking system, and the fact that the legal apparatus
does not have the independence to tackle financial
wrongdoing.

Failures in governance erode
the people’s trust

Poverty inthe country is generally defined as serious
deficiencies in the areas of nutrition, health, school-
ing, access to potable water, and a safe and healthy
living environment, which are all critically impor-
tant for individual well-being. Therefore, poverty is
seen as an evil that must be attacked by implement-
ing public policies geared to individual and social
well-being.

This definition of poverty suggests that the gov-
ernment should implement public policies that are
not just designed to improve the country’s economic
development indicators but are aimed at improving
people’s lives. Every day there are reports that large
numbers of people are dying for lack of medical at-
tention or medicines, and in the district of Chibabava
in Sofala province there are many who have nothing
but wild fruit to live on. The government went so
far as to finance the purchase of donkeys at some
administrative posts in the north of the country to
help move sick people, and at the hospital in the city
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Source: Poverty and well-being in Mozambique (2004).

of Nampula there is a three-month waiting list for
medical consultations.

Citizens’ participation versus bureaucracy
and centralization

Under pressure from donors, the government of Mo-
zambique set up a mechanism known as the ‘joint
review’ whereby each year the government itself, the
donors and representatives from civil society review
current economic and social plans by examining the
balance of what has been achieved. This mechanism
should be transparent and honest, but it is becoming
more and more complicated and centralized because
the flow of information is rather slow and the data that
issupposedto be discussed, compared and monitored
by those taking part is not received in good time.

In the joint review this year it was suggested
that the problem was not that the government lacked
the resources to improve the lives of the people, but
that it lacked suitable public policies and the political
will and ability to manage public funds. For exam-
ple, in 2006 the Ministry of Justice received a mere
USD 100,000 to reform the prison system, while a
permanent secretary in the province of Sofala spent
around USD 325,000 from the public treasury to
buy and renovate a house for himself. This fact is
on the record, documented in the accounts of the
Administrative Tribunal.

Itis this kind of mismanagement of public funds
and poor rationalization of resources, plus the fact
that state agents accused of corruption and appropri-
ating public funds for their own ends are not brought
to trial, that constitute the main obstacle to reducing
poverty in Mozambique.

The wrong choices

In 2007 the government announced that it was giv-
ing priority to the ‘green revolution’, a programme
whereby subsistence-level peasant farmers would

203

Incidence of poverty Depth of poverty country are rudimentary and there is no incentive to
1996-1997 2002-2003 Difference 1996-1997 2002-2003 Difference modernize them. Something similar happened last
National 69.4 63.2 -6.2 29.3 25.8 -35 year, when the government promoted the cultivation
Urban 62.0 613 07 26.7 26.2 05 of jatropha to produce biofuel as an alternative to pet-
Rural 713 64.1 79 299 256 43 rol, which was becoming more and mpre expensive.
North 663 661 18 %656 977 11 Vast. areas of.Iand were allocated to this crop, bult to-
day its future is unclear because there was no defined
Centre 738 592 146 32.7 235 -9.2 policy as to how this product was to be produced and
South 65.8 63.6 22 26.8 271 03 exploited, and already people are talking about the
Niassa 70.6 61.2 -9.4 30.1 218 -8.3 negative and polluting effects this plant can have.
Cabo Delgado 57.4 72.3 14.9 19.8 28.1 8.3 Mozambique is a member of the Southern Afri-
Nampula 68.9 68.1 08 286 291 05 can Development Community (SADC), and starting
D — 68.1 58.6 95 26.0 211 49 in 20080var|0us consumgr products will be exempt
- 623 p—_p 107 390 12 48 from.ZO %o gfcustoms duties undgrthetrade prqtocol
- in this regional agreement. Business leaders in the
Manica 62.6 60.2 24 4.2 263 21 country are predicting disastrous results from this
Sofala 87.9 48.4 -39.5 49.2 16.6 -32.6 tariff change because they are not in a situation to
Inhambane 826 80.1 25 38.6 4.3 2.7 compete with a strong economy like that of neigh-
Gaza 64.6 58.6 6.0 23.0 19.7 3.3 bouring South Africa.
Maputo Province 65.6 66.9 1.3 27.8 28.9 1.1 Citizenship without security
City of Maputo 47.8 455 -2.3 16.5 16.2 -0.3

The people of Mozambique are further and further
away from being able to exercise their economic
rights or enjoy the benefits of economic justice. It
has been calculated that half the population is not of-
ficially registered, which means that these individu-
als cannot prove that they are citizens for any official
purposes. One of the main reasons why enrolment
rates in schools are so low is that many children are
unregistered and do not have any kind of personal
documentation or identity card.

Crime rates are increasing, mainly in the big
urban areas, and according to the newspaper Jor-
nal Domingo more than a thousand people were
murdered last year alone. In 2006, a study by the
Mozambique Human Rights League found that 69%
of the young people involved in crime and prostitu-
tion in the cities of Beira and Maputo had resorted to
these activities for lack of work, food or housing. This
suggests that good health care and education have
a direct impact on well-being, because they improve
quality of life and the ability to participate in society,
just as good health and education increase an indi-
vidual’s ability to be economically productive. m
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B NEPAL

Social injustice and exclusion

Rural Reconstruction Nepal
Prajeena Karmacharya
Dr. Sarba Raj Khadka '

Despite more than five decades of planned develop-
ment initiatives in Nepal, key issues directly related
to social security remain unresolved, neglected and
often even exacerbated. Many of the ‘development
strategies’ adopted throughout these years have
been hastily implemented ad hoc measures based
onacombination of models derived either from other
country experiences or simply from the standardized
recipes of the International Monetary Fund (IMF) and
World Bank (RRN and CECI, 2007).

Throughout the country, discriminatory
practices rooted in traditions are mainly based on
caste, ethnicity, class and gender. As a result, Dal-
its (members of the ‘untouchable’ caste), Janajati
(indigenous nationalities), the poor and women are
deprived of opportunities to meet their basic needs
offood, shelter, education and health services. These
discriminatory practices are more prevalent in rural
and remote areas where unequal power relations,
unequal distribution of land and income and a lack
of basic facilities are common (ESCR Sub-Commit-
tee/HRTMCC, 2007).

Nepal is classified as a least developed country
and is ranked 138th on the Human Development
Index (UNDP, 2006). About 31% of the population
lives below the national poverty line. Poverty cuts
across all caste and ethnic groups, although most
of the poor belong to either the Dalit and/or ethnic
minority communities; the poverty incidence among
Dalit and ethnic minority communities as a whole is
above 40% (UNDP, 2006). Meanwhile, discrimina-
tion based on the patriarchal structure has stripped
the majority of women of their human rights, and
they are the most underprivileged even amongst the
marginalized caste and class groups. Inequality in
the distribution of wealth and income also contrib-
utes to socioeconomic insecurity. The poorest 20%
of the population enjoys only 6% of the total income,
while the wealthiest 20% enjoys 54.6%.

Nepal is currently a state party to 20 UN and
seven International Labour Organization (ILO) con-

1 Rural Reconstruction Nepal (RRN) focal persons for Social
Watch. They can be contacted at: RRN, GPO box 8130,
Kathmandu, Nepal. Tel: (977 1) 4415418; fax: (977 1)
4418296; e-mail: prajeena@rrn.org.np, sarba@rrn.org.np,
rme@rrn.org.np
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development plans meet local needs.

Only workers employed in the public sector are covered by the public pension system, and this group
comprises only 4% of the population. There is no social security system for health established by
the state, and the situation is particularly alarming regarding children. All this highlights the need to
promote social security funds in various sectors, with the involvement of local bodies to ensure that
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ventions, including the UN Covenant on Economic,
Social and Cultural Rights. Despite these commit-
ments, the country suffers heavily from almost all
the striking features of underdevelopment — such as
rampant poverty, unequal distribution of, access to
and control over power, resources and opportuni-
ties, social injustice and exclusion, exploitation, and
discrimination — which have persisted for decades
and by nature are deep rooted and complex.
Government spending on the social sector has
remained extremely weak. Current public expendi-
turein health and education, a major portion of which
is channelled to recurrent expenditures, is a mere
1.5% and 3.4% of GDP, respectively (UNDP, 2006).

Social security status and trends

The impact of privatization

Industrialization in Nepal was initially state-led, but
in an attempt to globalize the national economy, the
trade, investment, foreign exchange, financial and
industrial sectors were deregulated, de-licensed and
subsequently privatized. Although the IMF and the
World Bank imposed structural adjustment policies
in the 1980s, economic liberalization actually began
in 1992. As a part of the development of the private
sector, the government drew up the Privatization Act
(1994), which led to the privatization of 17 out of 47
public enterprises. Of the 17 enterprises privatized,
four have already closed down.

The privatization of basic services such as
water, education and health has further increased
inequality by decreasing both the quantity and qual-
ity of public health and education services. The so-
called Melamchi Project —a major multilateral project
to improve water supply to the Kathmandu valley
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—is being funded by many donors, including the
Asian Development Bank, which is insisting on the
privatization of the management of the state-owned
Nepal Water Supply Corporation as a precondition to
release its loans.

Furthermore, unlike public sector workers,
many employees in the private sector are completely
excluded from any formal social security system. At
most, half a million out of the country’s total of 11.2
million workers (barely 4% of the labour force) are
under some sort of formal social security coverage.

Informal sector unprotected

The extraordinarily low rate of formal social secu-
rity coverage highlights the need to promote social
security funds in various sectors, with the involve-
ment of local bodies like the District Development
Committees and Village Development Committees,
particularly for the large masses of the population
who work in the informal and agricultural sectors
(Upadhyaya, 2007).

Most workers in the informal sector are en-
gaged in semi-skilled and low-paid jobs (Pandey,
2005, p. 101). People working in the informal sec-
tors of transportation (such as rickshaw pulling),
portering, hotel services, factory and industry serv-
ices and agriculture are the least protected against
unpredictable circumstances. A variety of labour
contracts and piece-rate payment systems that are
particularly prevalent in the private sector informal
economy severely undermine the concept of social
security for wage earners. There are also fewer and
fewer opportunities for employment on a regular
basis. The proportion of enterprises that employ
contract workers in small numbers has grown from
54% to 61% (ESCR Sub-Committee/HRTMCC,
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2007). Women are again the most likely to be vic-
timized, as there is no protection mechanism in the
informal sector, and they are typically paid lower
wages for the same types of work as their male
counterparts.

Public health services neither sufficient
nor reachable

The average health status of the Nepalese people
is one of the lowest in the South Asian region. Per
capita public expenditure in health is extremely low,
roughly USD 2 a year (NPC and MOPE, 2003). The
rate of infant mortality was 61 deaths per 1,000 live
births in 2005, while the maternal mortality ratio
was estimated at 415 deaths per 100,000 live births
in 2002 (NPC and UN, 2005). Five to six thousand
people die annually from tuberculosis and other
waterborne diseases. The poor, Dalits and women in
particular have difficulty accessing public health fa-
cilities due to their perceived ‘lower status’ in society
(RRN and CECI, 2007).

The public health system is very weak, par-
ticularly in remote areas, while health services in the
urban centres are highly commercialized. In most
places where public health services are offered,
they are barely functional due to the unavailability
of trained human resources, essential medicines
and/or treatment facilities. Only 13% of village health
posts have electricity and only 29% have residential
quarters for health professionals. Thus, health care
infrastructures are neither sufficient nor reachable
by people living in remote areas (ESCR Sub-Com-
mittee/HRTMCC, 2007).

Until now, there has been no social security
system for health established by the state. Those
who use health care services are obliged to pay medi-
cal bills irrespective of their economic status. The
government lacks any provisions to insure medical
services for the poor.

Alarming situation of children

Although the government has ratified the UN Con-
vention on the Rights of the Child, the provisions
made in the country’s laws and the government’s
policies are inadequate to ensure the rights of chil-
drenand youth. The situation is particularly alarming
with regard to children. In the first six months of
2004 alone, the Nepalese organization CWIN col-
lected 10,247 cases of child labour exploitation, child
deaths, missing children, child abuse, child mar-
riage, child sex abuse, child trafficking, forced pros-
titution, children in conflict and juvenile delinquency,
and stressed that the reported cases represent only a
very small fraction of the true magnitude of the prob-
lems faced by the country’s children (CWIN, 2004).
For the first time in history, the newly promulgated
Interim Constitution of 2007 has enshrined the rights
of the child in the list of fundamental human rights,
butno steps have been taken as yet for the operation-
alization of this commitment.

In 2003, the government pledged to provide
‘education for all’ as part of its Millennium Develop-
ment Goals (MDGs) commitments, stating that by
2015, every child between the ages of six and ten
would have access to free and good-quality primary

04-Pai’ses_in (143-248).indd 205

education irrespective of gender, ethnicity, religion,
disability and geographic location. Until now, how-
ever, there is no sign of steps being taken towards
developing the necessary infrastructure and system
to ensure that the MDG target can be met in another
eight years. Moreover, there are still roughly one
million child labourers in Nepal who do not go to
school (The Kathmandu Post, 2007). For its part,
the Central Bureau of Statistics reports that a large
number of children are out of school owing to the
decade-long conflict between the state and Maoists
that displaced over 100,000 families. The growth of
school systems has been uneven and insufficient,
as 8.6% of households, particularly in remote rural
areas, still do not have access to primary schooling
within a walking distance of half an hour, which is the
national average. As a result, education and literacy
programmes hardly reach the poorest sectors of the
population (CBS, 2001).

Lack of pensions makes the elderly a burden

The population of Nepal is considered young, as
about 39% of its total population is under 15 years
of age and only 4.2% is above 65 years of age (CBS,
2001). However, aging is still viewed as a problem
in Nepalese society. Elderly people are considered
a burden for the family, since they cannot engage in
gainful employment and the family has to take care
of them. Only workers employed in the public sector
are covered by the public pension system, and this
group comprises only 4% of the total population. The
pension is provided to employees who have worked
for at least 20 years in a formal government institu-
tion (ESCR Sub-Committee/HRTMCC, 2007).

Conclusions and recommendations

Nepal has suffered not only from a decade-long
violent conflict, but also from structural violence
and pervasive marginalization of certain caste and
ethnic groups, women, and people living in certain
geographic regions. The planning process in Nepal
is highly centralized, and there is often a mismatch
between local level needs and national level planning
processes. In order to make programmes more con-
sistent with local needs and priorities, there is a need
to link local necessities with national development
plans (Manandhar cited in World Bank et al., 2002).
There is no real devolution of authority, power and/or
resources to local levels, which makes bottom-up
planning extremely difficult. Fundamental changes
must be made notonly in the content of development
plans but also in approaches to plan formulation and
programme implementation, so that people’s basic
needs can be better addressed. The imbalance of au-
thority and responsibility between the local and cen-
tral government has made local government heavily
dependent upon the centre, and this has resulted
in underdevelopment of grassroots communities,
particularly those subjected to continuous margin-
alization, exclusion and violence in different forms
(Bhattachan and Mishra, 1997).

To narrow the gaps between national policies
and local practices and yield proper social security
systems for the needy, the following points need to
be taken into consideration.
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The government must practice an effective
bottom-up approach of governance to ensure
that marginalized and disenfranchised groups
have access to resources and are involved in
the decision-making process at all levels. The
centralized planning system in Nepal needs to
be decentralized and should be intune with local
needs.

The government should take special steps in
considering an appropriate model of equality,
bringing marginalized and excluded communi-
ties into the mainstream of political, economic,
social and cultural life.

Laws on the minimum wage and an employment
policy should be enacted and enforced. There
should be equal pay for men and women for
work of equal value.

Subsidies and reservation policies for margin-
alized groups should be designed and imple-
mented within a set timeline.

Effective mechanisms that ensure the rights
to equal employment opportunities, equal pay
for work of equal value, social protection and
benefits should be guaranteed for every woman
and man.

Local bodies, non-government organizations
and trade unions should be promoted and en-
couraged to work towards the attainment of
social security.

An effective social security scheme should be
legally ensured for all informal and formal sec-
tor workers.

A minimum wage adequate to meet the daily
needs of employees and their families needs to
be fixed, taking into consideration the existing
inflation rate. The wage rate should be reviewed
periodically and a wage index must be prepared
separately for different sectors.

A policy should be introduced to guarantee a
safe and secure home for poor families to real-
ize their rights to secure housing.

Policies on clean drinking water and sanitation
facilities for all should be formulated and en-
forced.

Knowledge and information on every aspect
of an adequate standard of living must be de-
veloped through documentation and proper
dissemination among state agencies and other
stakeholders working in this sector.

The government must ensure effective im-
plementation of the National Policy on in-
ternally displaced people (IDPs) without any
discrimination.

A strategic plan should be developed and im-
plemented for the safe and dignified return,
rehabilitation, reintegration, reconciliation, and
survival of all conflict-induced IDPs.

(Continued on page 243)

14/9/07 15:18:28



B NETHERLANDS

Poverty persists despite well-developed safety net

Dutch Social Watch Coalition
Sita Dewkalie'

Poverty also exists in well-developed welfare states,
including the Netherlands. As the new government
that took power on 22 February 2007 acknowledges:
“There are too many people on the fringes of society:
people who receive social assistance benefits, long-
term unemployment or people partially unfit for work;
young people without basic qualifications and older
workers with little prospect of finding a job.”?

In the Netherlands there is an official Poverty
Monitor which has appeared periodically since 1997
as ajoint publication of the Social and Cultural Plan-
ning Office of the Netherlands (SCP) and Statistics
Netherlands (CBS).? This series of publications
presents a picture of poverty in the Netherlands
based on representative national data.

Definitions of poverty in the Netherlands

Inthe Poverty Monitor, poverty is determined on the
basis of two income thresholds. The first is the low-
income threshold, which is calculated on the basis
of the level of social assistance benefits for a single
person in 1979, a year in which purchasing power
was relatively high. For households with more than
one person, the low-income threshold is determined
by applying equivalence factors based on the actual
extra costs of multiple-person households. Since
the low-income threshold for the years after 1979 is
adjusted for price inflation, it is suitable for compari-
sons over time.

The second poverty threshold is the social
policy threshold, set at 105% of the statutory so-
cial policy minimum in accordance with the norms
which apply in the Work and Social Assistance Act,
the General Child Benefit Act and — for people over
65 —the General Old Age Pensions Act. This is a po-
litically determined threshold which is of importance
mainly for determining the size of the target groups
for government policy. The social policy threshold

1 Theauthor works for Oxfam Novib. Oxfam Novib and the
National Committee for International Cooperation and
Sustainable Development (NCDO) form the Dutch Social
Watch coalition.

2 Coalition agreement between the parliamentary parties of the
Christian Democratic Alliance, Labour Party and Christian
Union, adopted 7 February 2007.

3 Thefigures presented in this report have been drawn from
the latest version of the Poverty Monitor (Dirven et al., 2006).
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implementation is essential.
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The Netherlands is a highly developed welfare state with a wide range of social security provisions,
yet roughly one out of ten people lives below the ‘low-income threshold’ or poverty line, and the
percentage of low-income households continues to rise, especially among immigrant communities.
Many people do not claim their rights to social security, often because of a lack of information. This
makes combating poverty a complex task, and demonstrates that greater outreach and client-focused
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is less suitable for comparisons over time, because
the norms applied in social assistance benefits and
state retirement pensions are not always adjusted
precisely for inflation. The difference between the
low-income threshold and the social policy mini-
mum has become so small in recent years that the
social policy threshold (105% of the social policy
minimum) now lies above the low-income threshold
for specific groups of households.

In addition to these two thresholds, a number
of supplementary indicators for poverty are also
used, including the length of time spent below the
income threshold applied, possessions and debts,
fixed costs, and people’s own assessment of their
financial situation.

Rising percentage of low-income
households

Afterfalling for many years, the percentage of house-
holds with a low income rose again in 2003. The
poverty rate in the Netherlands had reached a low
pointin 2002, when 8.8% of all households had alow
income, but this figure rose t0 9.8% in 2003, equiva-
lentto 642,000 households. Moreover, slightly under
athird of these had been living below the low-income
threshold for four years or longer.

According to estimates, the percentage of low-
income households continued to rise in 2004 and
2005, reaching 10.5%. Based on forecasts for pur-
chasing power trends, it is likely that in 2006 the pro-
portion of low incomes will fall back to its 2003 level.
However, this does notapply for all groups: the propor-
tion of low incomes among single benefit claimants is
expected to increase by almost three percentage points
compared with 2003. On the other hand, among single
persons aged over 65, the percentage of low incomes
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is predicted to fall by over three percentage points. The
relative proportion of low incomes among those who
are employed (with and without children) and people
over 65 who do not live alone will remain virtually un-
changed between 2003 and 2006.

The percentage of households with an income
below the social policy threshold also increased in
2003, rising to 10.1% compared with 8.8% in 2001.
In absolute terms, this represents an increase of
almost 90,000 in the number of households with
a minimum income. This took the total number of
households with @ minimum income in 2003 to
657,000, just above the number of low incomes.
More than one in three households with an income
below the social policy threshold had been in this
position for at least four years.

Risk groups

The risk of a low income varies with the type of
household. The groups at highest risk include single-
parent (usually single-mother) families, households
that receive social assistance benefits, and house-
holds with a non-Western background. Among those
who work, the percentage of low incomes is relatively
higher among the self-employed. The proportion of
low incomes among non-Western households in
particular is increasing. By contrast, the position of
pensioners has improved.

Meanwhile, four out of ten households below
the low-income threshold reported in 2004 that they
found it difficult or very difficult to make ends meet
from their income. This proportion has increased
since 2001. Similarly, more and more low-income
households have an income below what they them-
selves consider to be minimal; this percentage rose
from 24% in 1999 to 41% in 2004.
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More debts than possessions

Over a quarter of households with a low income had
negative assets in 2002; in other words, their debts
exceeded their possessions. Another third had as-
sets of no more than EUR 2,500 (USD 3,445), while
just under a quarter of low-income households had
assets of EUR 10,000 or more. The proportion of
households with negative assets increased between
2000 and 2002. The biggest shift was between
households with assets of up to EUR 2,500 and
households with negative assets.

There are numerous visible signs of this grow-
ing indebtedness: increases in debt collection orders
and requests for debt assistance and rescheduling;
more rent arrears and evictions; and a rise in the
level of assistance provided by churches and the new
‘food banks’ (places where poor people can obtain
free groceries). However, other factors also play a
role: a less lenient debt collection policy, greater fa-
miliarity with debt assistance organizations and debt
restructuring options, a stricter rent and eviction
policy by housing associations, and so on.

Growing poverty among
‘non-Western’ households

The income position of households with a non-
Western background is clearly worse than that of
native households. Among the major groups, the
situation of Moroccans is the worst: in 2003 one
third of these households had a low income, while
Turkish (29%), Antillean (28%) and Surinamese
(23%) households were in only a slightly better po-
sition. The income position of the ‘new” immigrant
groups is generally even worse: more than half of
Somali, Afghan and Iraqi households had a low
income in 2003, while this was the case for more
than a third of Iranian and Chinese households.
The deteriorating labour market situation led to a
resumption of the upward trend in poverty among
non-Western households from 2002 onwards, with
benefit claimants and older persons being particu-
larly susceptible.

Non-Western immigrants who have recently
arrived inthe Netherlands quite often begin with alow
income, though their starting position has improved
considerably, largely because of the decreasing pro-
portion of asylum-seeking immigrants and family
reunification immigrants. The income position of
new immigrants improves with the length of their
period of residence: more than half the non-Western
immigrants who came to the Netherlands in 1997 and
were on a low income in their first post-settlement
year managed to pass the low-income threshold by
2002. This outflow from poverty was due largely to
an improvement in their labour market position.

Favourable trend among the elderly

Onaverage, the poverty rate among people over 55is
not notably higher or lower thanamong younger peo-
ple. On the one hand, the percentage of low-income
households among over-55s has fallen to below that
of the younger age groups, and older persons with
alow income also have relatively few debts. On the
other hand, a low income often persists longer for
older persons. There are considerable differences
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within the older age group, however. Low incomes
are more common among people between 55 and 64
years old than among over-65s. They are also more
prevalent among single persons than couples, and
among (single) women than (single) men. Overall,
older people are in no worse a position in terms of
social exclusion than younger generations, although
the degree of exclusion generally reduces with age
but then increases slightly from the age of 75. On
average, households with a low income are more
likely to suffer social exclusion.

Limited effect of the poverty trap

The Poverty Monitor reports that in 2003 just under
a quarter of a million households were considered to
beina‘poverty trap’ situation. By definition, poverty-
trap households are households with an income
below the low-income threshold which are depend-
ent on social security benefits due to unemployment
oranincapacity to work. Single persons must also be
in receipt of a housing benefit in order to fall into the
poverty trap category. Almost 45% of households
in the poverty trap are one-person households, and
almost 25% are single-parent families. Couples with
and without children are both in a clear minority, with
each making up an eighth of the total.

At first sight it would seem that the poverty
trap influences the job-seeking behaviour of benefit
claimants: people in receipt of an income-related
benefit have less frequently found a job, orincreased
the number of hours worked, than people who do
not receive benefits. However, if allowance is made
for other factors that can explain job-seeking be-
haviour or changes in labour market status, the role
of income-dependent benefits almost disappears.
Characteristics such as age, sex, education, health
and source of income are better predictors of behav-
iour and force the role of income-dependent benefits
to the background.

Poverty determined mainly
by household-specific characteristics

Studies have been undertaken to determine the
proportion of the risk of poverty that can be attrib-
uted to individual household characteristics and how
much can be attributed to the neighbourhood and
municipality in which that household is located. The
influence of the economic cycle on the risk of poverty
was also included. It was concluded that more than
90% of the difference in the risk of poverty can be
explained by variations in household characteristics.
The key predictors of the risk of poverty were found
to be the age, sex, education and socioeconomic
activity of the head of the household, as well as the
household composition.

As for the remaining 10% of the difference, half
can be attributed to differences between the neigh-
bourhoods where the households surveyed live,
while the other half can be explained by differences
between municipalities. Poor households are fre-
quently concentrated in particular neighbourhoods
or municipalities; the lower the socioeconomic sta-
tus of a neighbourhood, the greater the probability
that a household in that neighbourhood will experi-
ence poverty. Finally, and not surprisingly, the risk of
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poverty was found to rise significantly in periods of
high unemployment.

Social cohesion as an answer to poverty

Social cohesion is one of the six pillars of the new
government policy. As the coalition government
stated in an agreement signed shortly before it took
power, “The motto must not be ‘everyone for him-
self’, but ‘look out for each other’ and ‘treat each
other decently.”” The same agreement stresses: “A
person’s low productivity potential, distance from
the labour market and personal work history can
stand in the way of finding a job. The poverty trap
keeps some people dependent on benefits. The
policy of the government is to give everyone fair job
opportunities. This is a task that the government and
the social partners have to tackle together.”

In a recent policy statement issued 14 June
2007, the government made arrangements to of-
fer people who are difficult to employ access to the
labour market or enable them to be of use to society
in another way. Particular emphasis will be placed
on implementation of legislation such as the Work
and Social Assistance Act (WWB) and the Sheltered
Employment Act. In the context of the intended shift
from job and benefit security to work and income
security, the issues that will need to be examined are
labour market policy, education and training (em-
ployability), and unemployment benefits.

‘Money on the shelf’

Another specific target that will be emphasized is
the non-take-up of social security. Increasing the
take-up of income provisions has been one of the
priorities of government policy to combat poverty
in the Netherlands for over a decade. These efforts
stem from concerns about households potentially
facing financial difficulties if they do not claim the
benefits to which they are entitled. Despite these
efforts, however, non-take-up of provisions remains
arelatively frequent phenomenon.

In a recent study (Hoff and Schut, 2007), the
public’s knowledge of social security provisions was
found to be low. The proportion of non-applicants
who have never heard of available income assistance
programmes ranges from 14% (housing benefit) to
48% for benefits under the Fees and Educational
Expenses (Allowances) Act. When it comes to the
long-term minimum-income allowance, the figure
reaches 86%. Moreover, even when people are
aware of the existence of a particular provision, in
many cases their knowledge is ‘sketchy’. A high pro-
portion of both non-applicants and applicants (42%
t0 85% and 23% to 45%, respectively) report that
they barely know anything about the provision.

In the same study, non-applicants were asked
whether they thought they would be eligible for a
particular provision. Depending on the provision in
question, it was found that between 33% (exemp-
tion from local taxes) to 69% (Allowances Act) felt
certain that they would not be entitled (Hoff and
Schut, 2007). This factor undoubtedly plays a role
in non-take-up.

(Continued on page 243)
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B PAKISTAN

Social security remains a distant reality for most

workers.

Indus Development Foundation
Aijaz A. Qureshi

A highly limited pension system

In Pakistan the only existing pension scheme is ex-
clusively for public sector employees. The govern-
ment workers covered by the scheme can retire at
the age of 60 and receive a pension for the remainder
of their lives. In the event that the beneficiary dies be-
fore reaching retirement age, the pension is passed
on to the family. In some cases, the children of old
age and survivor’s pension recipients have their edu-
cation costs covered up to the college level.

Some companies also offer pension schemes
inwhich the employer and employee each contribute
a certain percentage of the worker’s salary to an ac-
count on a monthly basis. When the worker retires,
the accumulated contributions plus the interest
earned on them are paid outin a lump sum.

The current pension system was developed at
the time Pakistan became an independent country in
1947. This system emanates from the days of British
rule over the Indian sub-continent (of which Pakistan
formed part) which lasted close to a century.

The retirement savings tools currently available
are not many in number, and even the few that exist
are underutilized. The reason for this is the fact that
the majority of workers are not salaried employees,
but rather self-employed. As a result, the concept of
a regular income is a distant reality for most of the
working population, and so is the possibility of a
pension scheme.

The majority of the country’s population lives
below the poverty line, and the elderly typically live
with the younger generations of their families. They
have few opportunities for employment, and depend
on their children not only for food, but for medicines
and other basic needs.

The government has recently attempted to in-
troduce voluntary pension schemes for the future
generations. In the words of the government, it is es-
sential to promote long-term savings by the younger
generations, especially since pensions have not only
a social impact but an economic impact as well.

Privatization continues despite public protest

The privatization process began in the 1980s, and
more than 100 privatizations have taken place in the
past 15 years. The majority of them have involved
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small productive units which were sold to a handful
of private enterprises. With no full legal coverage or
support, many of them collapsed, leaving thousands
of workers in the lurch.

Successive governments have shown interest
in selling off major enterprises such as banks, elec-
tric supply corporations and steel mills. There has
been considerable anti-privatization mobilization,
with demonstrations taking place throughout the
country, but in spite of this, the privatization proc-
ess has been accelerated since 1999. Even so, the
International Monetary Fund (IMF) has expressed
concern over the purported slowness of the priva-
tization process.

In 2005, despite widespread public opposition,
the auctioning off of state-operated companies was
nonetheless put into practice, and even progressed
tothe actual transfer of ownership. The greatest pub-
licconcern arose over the auctioning of the country’s
steel mills, and following a petition filed in the Su-
preme Court of Pakistan, the auction was deferred.

However, another of the country’s biggest pub-
lic companies, the Karachi Electric Supply Corpora-
tion (KESC), was successfully privatized in 2005, and
this has created considerable problems with regard
to power supply to this important provincial capital
(which is also the country’s largest city).

The auction of KESC had initially been planned
for 2004, but eventually took place in February 2005,
when 73% of the company’s stock was successfully
bid on by a joint venture formed by the Kanooz Al
Watan Group of Saudi Arabia and Siemens Pakistan.

* One of the BCI components was imputed based on data
from countries of a similar level.
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The successful bid was in the amount of PKR 20.24
billion (USD 336.2 million). However, the sale was
cancelled when payment did not arrive by the estab-
lished deadline, and the privatization of the company
was postponed once again. On 22 August 2005,
Hassan Associates, the second highest bidder at the
first auction, agreed to pay PKR 20.24 billion, and
on 29 November, KESC was transferred to a joint
venture formed by Hassan Associates and the
Al-Jomaih Holding Company of Saudi Arabia.

Meanwhile, in June 2005, 26% of the stock of
the state-owned Pakistan Telecommunications Com-
pany Limited (PTCL) was put up for auction. This
represented the largest transaction ever in terms
of the monetary amount involved. The auction had
originally been planned for 10 June, but had to be
postponed until 18 June because of the opposition
raised by the trade union representing the PTCL
workers. A company from the United Arab Emirates,
Etisalat, put up the winning bid, offering PKR 155.16
billion (USD 2.58 billion) for 26% of PTCL stock and
management rights. Once again, however, payment
was not made on time due to an impasse in negotia-
tions following the auction. On 29 October, the gov-
ernment’s Privatization Committee announced that
the privatization process would start afresh. In the
end, the pending issues were resolved and Etisalat
successfully completed its purchase of a 26% stake
in PTCL on 12 March 2006.

Public health system still inaccessible
for the very poor

Pakistan has a two-tiered health care system, com-
prising a public system made up of government
hospitals (known as Civil Hospitals), Basic Health
Units and Rural Health Centres, and a private system,
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which includes large privately owned hospitals. The
public health system is markedly inferior to the pri-
vate system due to the lack of state funds allocated
to the health sector—a mere 0.4% of GDP—and poor
management.

Successive governments have launched a vari-
ety of health campaigns and expanded immunization
programmes with the goal of eradicating the most
prevalent infectious diseases, such as malaria and
tuberculosis. Over the past 60 years, innumerable
health sector slogans have been trumpeted, includ-
ing Health For All By 2000. The results achieved,
however, have been minimal.

Pakistan is a poor country, where roughly a third
of the population lives below the poverty line. The
incidence of poverty is even greater in rural areas.
Despite the existence of a public health system, even
the government-run hospitals charge fees from their
patients. For their part, the private hospitals charge
exorbitant fees that very few can afford.

The public health sector also faces severe short-
ages of trained personnel. There is only one doctor
for every 1,254 people, one dentist for every 20,839,
and one nurse for every 2,671." Doctors in public
hospitals are also required to work longer hours than
those employed in private hospitals. To make mat-
ters worse, there has been a ban on the recruitment
of doctors for several years, which has made the
situation even more critical.

Asaconsequence, the country’salarming health
indicators come as no surprise. For every 1,000 ba-
bies born in Pakistan, 70 of them die as newborns
and 60 mothers die during childbirth. Meanwhile, the
majority of deaths among children are due to curable
and preventable diseases.

No public support for children
and adolescents

Despite the great need, there is no established pub-
lic support system for children and adolescents. A
small number of private organizations working on
humanitarian grounds have established centres to
provide support for children and youth. In many
cases, the young people they serve are given some
form of employment training and prepared for work
in the private sector in the large cities. Other centres
provide care for children and adolescents who have
lost their parents.

The largest of all the private humanitarian or-
ganizations working in Pakistan is the Edhi Welfare
Centre, which has its head office and various centres
in Karachi, the capital city of Sindh province.

The government has recently begun to pub-
licly address the idea of establishing schemes for
adolescents. There are teenagers and even younger
children who are poor, orphans or runaways working

1 <serverkbri-islamabad.go.id/index.php?option=com_conte
nt&task=view&id=613&Itemid=46>
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TABLE 1. Basic indicators

Total population (thousands), 2004 154,794
Adult literacy rate (% ages 15 and older), 2004 49.9
GDP per capita (PPP USD), 2004 2,225
Life expectancy at birth (years), 2000-2005 62.9
People undernourished (% of total population), 2001-2003 23
Population without sustainable access to an improved water source (%), 2004 9
Probability at birth of not surviving to age 60 (% of cohort), 2000-2005 28.3
Urban population (% of total), 2004 345
Population under age 15 (% of total), 2004 38.9
Population ages 65 and older (% of total), 2004 3.8
Ratio of estimated female to male earned income 0.29

| ®

Source: UNDP, Human Development Report 2006.

in factories and brick kilns, with no legal or official
protection of any kind.

A few private organizations and semi-govern-
ment organizations have established micro-credit
systems foryouth which have begun to achieve posi-
tive results, but so far these are negligible.

Growing informal economy means more
poverty, less security

Since 1973, the informal sector of the economy
has been growing at a faster rate than in previous
years. There has been a clearly marked relationship
between the expansion of the informal economy and
tax evasion, and the rapid growth of the informal
sector is a major reason for the budget deficit, given
the decline in tax revenue income.

At the same time, government expenditure has
grown in line with the overall growth of the economy
—in the formal and informal sectors combined -
because although the informal economy generates
losses in tax revenues, it increases the demand for
public services, thus further exacerbating the budget
deficit.

The money sent home by emigrant workers also
forms part of the informal economy, since most of
these remittances are not accounted for and taxed.

The other face of the informal economy is the
child labour which is used in coal mines, tanneries,
brick kilns, carpet factories, deep sea fishing, rag
picking and other dangerous occupations.

The growth in the informal economy has also
led to a rise in poverty. There is no government sup-
port for people working in the informal sector, who
are totally deprived of the protection of any kind of
legal instruments.
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Millions of Afghan refugees

In recent decades, Pakistan has been a major des-
tination country for asylum seekers. Millions of
people immigrated here from Afghanistan during
mid-1980s as a result of the Afghan war. The US
government provided considerable resources for the
reception and settlement of Afghan refugees, who
gradually scattered throughout various regions and
citiesaround the country. The government has given
them full protection.

Besides the Afghan refugees, people from vari-
ous South Asian and Asian-Pacific countries have
immigrated to Pakistan. Because the country is nota
signatory of the 1951 UN Convention relating to the
Status of Refugees, there is no legal system to en-
sure that the principles of the UN High Commission
on Refugees are followed in the treatment of asylum
seekers. There has recently been a decline in the
number of immigrants due to the political changes
in countries like Afghanistan, Iran and Iraq.

On the other hand, sizeable numbers of Paki-
stanis have also gone abroad, above all to the United
States, the United Kingdom and other developed
European countries. While many emigrate for
economic reasons, some have left the country be-
cause of the political situation. =
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B PARAGUAY

Exclusion, fragmentation and lack of political will

needed.

DECIDAMOS, Campaiia por la Expresion Ciudadana
Edgar Giménez Caballero
César Cabral Mereles

More than 10 years ago there were proposals to
reform the social security system, and the main ob-
jectives were equitable access to health services,
universal primary coverage and structural reforms
(Barreto and Ramirez, 1997). In subsequent years
a series of reports showed that, in terms of rights,
there are wide gaps caused by exclusion and inequity
in the system, and by the government’s failure to
honour its constitutional and international commit-
ments as regards social security (Amarilla, 2003).

In 2003 Holst diagnosed the main problems
in the social security system, and the list included
low coverage, a poor ratio between contributions
and benefits, high rates of evasion, discontinuity of
contributions, increasing informality in the labour
market, the financial deficit, high costs and inef-
ficientadministration. To a large extent this situation
was rooted in both longstanding shortcomings in
the local system and the problematic characteristics
of employmentand increasing poverty thatare com-
mon to many Latin American countries.

The weaknesses that Holst identified are still
with us. It is true that in recent years the way that
social security and health care provision are man-
aged has improved — mainly in terms of efficiency
- but these changes have been merely parametric
and not structural.

In this report we outline the problems that still
need to be tackled. Our study is based on an analysis
of recent statistical data, interviews with key actors
inthe social security administration in Paraguay and
documentation from the Social Security Institute
(IPS).

Social security in health

Lack of protection and inequity

In Paraguay only one person in five has any kind
of medical insurance. This means that four out of
every five Paraguayans, 78.5% of the population to
be exact, have no insurance at all. In certain sectors
the situation is even worse: 91% of the rural popula-
tion and 98% of the very poor are without coverage
(DGEECG, 2005; PAHO, 2003). Data from the Gen-
eral Statistics, Surveys and Census Board (DGEEC)
show that rates of non-protection have always been
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Four out of five Paraguayans do not belong to any health insurance scheme. The reasons for this high
rate of exclusion include the fact that the system is geared to salaried workers, evasion of mandatory
contributions, and inequities stemming from income levels. Meanwhile, only three out of ten older
adults receive a retirement pension. The radical restructuring of the social security system requires a
broad consensus among the whole population, and a series of medium-term measures are urgently
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high, and between 2000 and 2005 IPS coverage in-
creased slightly, from 10.9% to 12.5% of the popula-
tion (DGEEC, 2005).

Coverage is low for various reasons: the sys-
temis geared to workers employed in enterprises,
there are high rates of evasion of the compulsory
regime, and many people are excluded because
of inequities in society stemming from income
inequality. Some 1.4 million Paraguayans cannot
join the public health insurance system because
they are self-employed, unpaid family workers,
employers, peasants or indigenous people (DGEEC,
2005).

Domestic employees have only limited social
security coverage, and in the capital city only 10%
of these workers are effectively eligible for benefits
(Soto, 2005). Social security for domestic workers
was initiated in 1967 but only for accidents, iliness
and maternity, and coverage for long-term con-
tingencies was explicitly excluded. Also expressly
excluded from social security are criaditos," house-
wives, and anyone else who does domestic work
within the family (Valiente, 2005).

In the last three years the IPS authorities have
submitted proposals to parliament for bills to incor-
porate central administration employees into the
system, and also some independent employment
groups including taxi drivers. These initiatives have
received international recognition, but as yet the
legislature has not even considered them.

It has been estimated that some 70% of Para-
guayans evade the compulsory social security
regime (Holst, 2003). In the last three years direct

1 Adolescents who do domestic work in exchange for board
and lodging and (in some cases) education.
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contributions to the IPS increased by 33%. This
rise might be partly because the records are now
being kept more correctly, but there is no doubt
that it is mainly due to the effective incorporation
of new contributions, and this is confirmed by
the increase in IPS income and the IPS budget
(IPS, 2006).

Another factor here is that at no time since
the IPS was set up in 1943 has the state made its
full financial contribution to the system, so in fact,
although it might seem paradoxical, the worst of-
fender when it comes to evading IPS contributions
is the state itself.

Inequality and exclusion from coverage stand
out more starkly when we consider social secu-
rity contributions by level of income. In the lowest
income quintile only 3.1% of working people con-
tribute to the system, while in the highest income
quintile the figure is 22.7% (ECLAC, 2006). The fact
that a person has public or private medical insur-
ance does not necessarily mean that they make
use of it.

The extent to which services are utilized in
the case of illness differ depending on the kind
of insurance in question, income level and geo-
graphical area, and rates of inequality and exclu-
sion differ not only between different sectors but
within sectors. Thus, although people in the rural
sector and in the poorest population quintile are
in greater need of medical attention, their levels
of insurance and the rate at which they consult
medical services (when these are available) are
considerably lower.

There is no doubt that the pressing need in
the field of health care provision is to remedy this
situation.

14/9/07 15:18:41



The fragmentation of the system:
a structural problem

The social security organizations and their service
providers tend to be rather fragmented, and there is
little coordination among the institutions or the main
actors involved (Flecha et al, 1996).

Explicit insurance is mainly handled by the IPS
in the public sector and by pre-paid medical care
enterprises in the private sector. Only 21.5% of the
population has health coverage, and this is divided
between the IPS (12.5%) and other kinds of insur-
ance (9%) (DGEEC, 2005). Itis estimated that in the
latter category, 7% have private medical coverage
and the rest are in various institutional systems like
the military, the police, cooperatives and community
insurance schemes (Holst, 2003).

Medical attention for population sectors with
lower purchasing power and without access to the
IPS is provided by the Ministry of Public Health
and Social Welfare (MSP) as an implicit insurance
mechanism. However, up to 40% of the uninsured
population do not consult the public medical care
services in the case of illness (DGEEC, 2005).

In recent years there have been several com-
munity insurance initiatives in areas of the country
outside the capital, and some have been successful,
like the Fram community insurance and Caazapa
integrated health insurance schemes. This is an en-
couraging trend, but these initiatives have very lim-
ited scope in the context of the country as a whole
(Guiemes et al, 2005).

The IPS is by far the most important social se-
curity systemin Paraguay. Itis the only organization
whose provision model covers the whole range of
health services with medicines, pensions, retire-
ment pensions, and payments for illness, maternity
and workplace accidents. What is more, when it
comes to certain ilinesses, the IPS range of benefits
is seen as the most viable option in economic terms
among the explicit insurance systems, and in some
cases as the only possible option.

The IPS insurance model is financed by tripar-
tite contributions from salaried workers (up to 9% of
pay, depending on the employee’s profile), employ-
ers (14%) and the State (1.5%). Private insurance
coverage is more limited and geared to the popula-
tion with greater purchasing power. To bring it up
to a benefits level similar to the IPS, people would
have to pay the equivalent of 20% or even 50% of the
current minimum wage, depending on the insurance
company and the kind of insurance plan acquired.
This contrasts with the 9% mentioned above in the
public social security system.

Unlike the IPS, private insurance schemes
do not provide coverage for epidemics, congeni-
tal conditions, pre-existing illnesses, alcoholism,
psychiatric illness or accidents. Nor do they cover
haemodialysis. Intensive therapy can be provided,
depending on which planis chosen, but coverage is
rarely total. The provision of medicines and dispos-
able supplies is very limited; it varies depending on
the plan and there is a period in which payments
must be made but the user is not yet eligible for the
service. Chemotherapy, immunosuppressants and
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other high-cost medicines are not included. All this
means that, for some illnesses, the people insured
still have to meet high hospitalization charges and
pay for very expensive medicines (PAHO, 2006).

It is common for workers to contribute to both
the IPS and a pre-paid medical system because
they have more than one job, or a preference for
the perceived quality of the care provided, or be-
cause treatment for certain illnesses is limited in
the private sector. However, when this is the case no
compensation is paid for services used.

Health insurance is also unsatisfactory in Para-
guay when it comes to global health problems. Nei-
ther the IPS nor the private insurance schemes treat
people living with HIV/AIDS. This is handled exclu-
sively by the PRONASIDA programme, which is run
by the MSP with support from international coopera-
tion agencies and civil society organizations.

Only one organization, the MSP, plays a role
in preventive health care. The explicit insurance
systems take no practical measures to promote
prevention for their members. For example, the IPS
only recently undertook to purchase contraceptives
for 2007. It also transfers 1.5% of its income to
the MSP for preventive programmes and for the
fight against malaria. Between 2003 and 2006 the
amount involved came to around USD 12 million
(IPS, 2006).

The poor quality of public services

Reports in the local press and complaints from us-
ers suggest that the perceived quality of public sec-
tor services is inferior to that of systems geared to
population sectors with more purchasing power.

Arecent World Bank study (2005) showed that
there are no significant differences between the rich
and the poor on an index to evaluate doctor-patient
interaction (duration of consultations, questions,
checks). But on the other hand, the same study re-
veals that IPS doctors perform more poorly, with
approximately five minutes, five questions, and two
checks less in social security system centres than in
MSP health centres.

To improve its organizational quality, the IPS
has taken a series of measures thatinclude strength-
ening outlying clinics, incorporating more human
resources, setting up a computerized management
system with a single registration using the identity
card, and a new scheme to make appointments by
telephone. This initiative began in 2004 and was
consolidated in 2006, and it covers around 13% of
allappointments made (IPS, 2006). The real impact
of these innovations on processes and results has
not yet been evaluated.

Retirement and other pension systems

Segmentation, non-reciprocity
and inequality in contributions

In Paraguay there are at least eight contributory
schemes working alongside each other. The most
important are the retirement scheme for public offi-
cials employed by the central administration and the
IPS system for private sector employees and people
working in decentralized organizations.
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This loose and uncoordinated structure makes
for inequality. For example, there is great variation
in the time period of contributions to qualify for a
retirement pension, from 10 years in the pension
scheme for members of parliament to 30 years in
the general IPS regime for all workers. The age re-
quirement also varies: women teachers can retire
on a pension when they are 40 years old but men
and women in the general IPS regime can only do
so at 60.

Very often people will work for different em-
ployers during their active lives and move from the
public system to the private or vice versa. However,
contributions to different systems are not recog-
nized under the current law, so a sector of workers
who are helping to maintain the system with their
payments will not receive the corresponding retire-
ment pension even though they have been making
contributions for the required number of years or
more.

To tackle this problem, and in line with ILO
recommendations and the Mercosur Social Secu-
rity Agreement, a bill to reform the current legal
framework has been submitted to parliament. This
is aimed at establishing reciprocity among the vari-
ous pension schemes and giving a worker who is
65 years old the right to a retirement or disability
pension that is proportional to the number of years
of contribution (Frutos and Ferreira, 2007).

Low coverage: exclusion from the model

Only three out of ten older adults are covered by a
retirement pension system. In 2005 there were only
93,000 people in the country receiving retirement or
other pensions, and only 22% of the economically
active population is contributing to this segmented
system (Frutos and Ferreira, 2007).

There are differences in access to retirement
pensions that depend on socioeconomic level and
geographical area, and these follow much the same
pattern as in the case of health service provision.

However, the main determinant of exclusion is
that the social security model is exclusively geared
to salaried employees, which automatically ex-
cludes 60% of the economically active population
(DGEEC, 2005).

In the last three years the IPS has undertaken
administrative and legal initiatives aimed at widen-
ing the coverage it provides, not only by reducing
evasion from the compulsory contribution regime in
the private sector, but also by incorporating into the
system excluded sectors of the population. How-
ever, these initiatives have not led to any legislative
changes and in some cases they have not even been
considered.

Conclusions and suggestions

The government has made and reaffirmed commit-
ments to the universal right to social security, but in
practical terms very little has been achieved. Retire-
ment pensions and health services are still fraught
with low levels of coverage, exclusion and inequity.

(Continued on page 244)
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B PERU

Meagre pensions, a precarious health care system

Centro de Estudios para el Desarrollo y la Participacion
Héctor Béjar

In Peru, pension funds and health system funds
operate separately. The former are organized into
a national pensions system and a private system
made up of pension fund administration enterprises
that were set up inthe 1990s under the government’s
neoliberal programme.

Very limited coverage

The social security system consists of three regimes:
the National Pension System (SNP), the Pensions
and Benefits Regime for Civil Services to the State
(known as the “Cédula Viva”) and the Private Pension
System (SPP).

The SNP is a benefits assurance system with
a common accounting fund run on the principle
of solidarity. Workers contribute 13% of their
monthly income, and the state sets limits on the
amounts paid out in pensions, which can vary from
a minimum of PEN 415 (USD 130) for disability
and retirement pensions after 20 years or more of
contributions, to amaximum of PEN 857 (USD 267)
for all pensioners.

In 2005, taking all the kinds of benefits into
account, theaverage monthly pension was PEN 461.81
(USD 144), which was 93% higher than the 1997 fig-
ure (ONP, 2006). In this regime there are 1,154,000
active workers and 448,413 pensioners, which makes
atotal of 1,602,000 affiliated members.

In the 1990s pension funds were privatized
and this swelled SPP membership and meant that
new workers joined the individual capitalization sys-
tem. The Public Treasury finances 72.5% of SNP
disbursements, representing an expenditure of
PEN 2.785 billion (USD 899.9 million). State social
security expenditure as a whole is approximately
PEN 8.47 billion (USD 2.737 billion), equivalent to
13.7% of the 2007 budget.

The number of active workers affiliated to
the SNP has increased very slowly because a high
proportion of people in the informal economy are
self-employed or are family members whose work in
micro-enterprises is not paid. According to a recent
World Bank (2004) study, SNP coverage has fallen
from 15% of the work force to 13%.

In the formal economy there are high rates of
evasion and non-registration in the modern agricul-
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The government’s neoliberal policies in the 1990s promoted the privatization of social security. Workers
who opt for a private scheme cannot return to the state pension fund, and there are no guarantees for the
sums contributed if the private insurance company goes bankrupt. Retirement pensions are miserly,
there is no unemployment insurance and the informal sector has no protection. There is no unified
health system and public medical care is plagued by serious financial problems.
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tural sector and financial services, and even in the
public sector, where workers often do not receive the
coverage they should.

Privatization and the weakening
public system

The public system was reformed in the 1970s, and
in subsequent years the government made arbitrary
and illegal use of funds from the pension and social
security systems to pay public employees and even
to carry out public works. This bankrupted the state
pension fund.

When the SNP was reformed in the 1990s,
contributors had to choose: they could either remain
with the SNP public system or join the recently
created SPP individual capitalization system. The
state implemented policies and legislation designed
to weaken the public system and promote privatiza-
tion, and as a consequence it is much easier to join
the SPP than the SNP and, while people can switch
fromthe SNP to the SPP, itis not possible to move the
other way (except in a few very special cases).

Workers who changed from the public system
to the private sector received a series of benefits:
SNP contributions were raised while the rates for
SPP members were lowered, and the age threshold
for retirement in the public system was increased to
bring itinto line with the private system.

Recently,amid increasing protests and pressure
from people affiliated to the Pension Fund Adminis-
trators (AFP) demanding the right to leave the private
system, the government passed a law establishing
that only those who had joined before 31 December
1995 were permitted to switch from an AFP to the
SNP, and at the time of leaving the AFP they would be
entitled to a retirement pension in the SNP.

212

In Peru, before privatization, the state social
security system was managed by the Peruvian Social
Security Institute (IPSS). The 1990s reform process
involved setting up two bodies, Social Security for
Health (ESSALUD) to administer the health care area,
and the so-called Social Security Standardization
Office (ONP), to take charge of the public pension
regime. This new structure meant that the system
was no longer unified and had less autonomy.

When the Alberto Fujimori government came
to power, one of its first official acts was to transfer
the pension fund that was controlled by the IPSS
to the AFPs while the state took responsibility for
the pensioners. In December 1992, the government
issued legislative decree No. 25897, and the system
went into operation in 1993 after an intense public-
ity campaign paid for by the state. The government
openly promoted the new model with a series of legal
and administrative measures. It was established that
the responsibility for pensions of people who stayed
with the public system would be taken over by the
state using funds from the national treasury. The
AFPs that were created were owned by the country’s
most powerful banking groups.

Funds without guarantees

Under the current system, workers must opt for
either the state pension fund or an AFP. Once this
choice is made, they may change to a different AFP,
but cannot return to the state system. Workers are
legally obliged to pay a percentage of their income
in contributions to the AFP, and this money is used
to buy shares in one of the monopoly enterprises in
the country. Contributors are kept informed every
month about where their money is going, but they
do not participate in any way in decisions on how the

14/9/07 15:18:46



money is invested or the ownership of the adminis-
trating company.

The state arbitrarily set a maximum of PEN
40,000 (USD 15,000) as the value in bond certifi-
cates equivalent to the amount of money workers
can contribute to the state pension system before
they retire. When workers are with the state fund,
this sumis handed over by the state to the AFP, which
goes on receiving members’ contributions until
they retire. Once workers choose a private pension
company they can never switch to another system.
The company offers no guarantee as to how the work-
ers’ contributions are managed, and although it is
legally obliged to maintain a certain level of reserves,
this does not necessarily constitute a guarantee that
members will be reimbursed for their contributions
if the company goes bankrupt.

In April 2007 the AFPs had 3,957,743 members
and their total holdings amounted to some PEN 58
billion (USD 18.5 million).!

Another worrying trend is that in December
2005 fewer than 50% of SPP members actually paid
their contributions, which means there was a fall in
the proportion of people contributing. In 2003 some
1,336,383 out of a total of 3,192,503 members paid
their contributions, while in 2006 only 1,396,534 of
the 3,882,185 members did so (SBS, 2006).

To make matters worse, the payment of con-
tributions is often interrupted. There are a variety
of reasons for this, including financial difficulties in
enterprises and evasion and improper retention of
funds by employers.

The lack of an integrated health system

The Ministry of Health (MINSA) is the public gov-
erning body in the health sector, but strictly speak-
ing there is no health care system in the sense of a
group of institutions working in a coordinated way
in pursuit of pre-established objectives. There are
various different institutions that operate under the
auspices of the public sector or the social security
system, including MINSA itself, which has a network
of health centres, ESSALUD (health care services
for the armed forces and the police), the Integrated
Health Insurance (SIS) system, and local govern-
ment health services, which include the Municipality
of Lima Solidarity Hospitals.

These institutions are financed by a combina-
tion of the state, people who have health insurance
and the patients themselves. In 2000, households
financed 37.3% of health care, employers 35% and
the state 24% (MINSA/OPS, 2006).

In Peru, only 20% of the population has social
security for health. For another 17%, those living in
extreme poverty, there is a rather flimsy system run
by the SIS, which was set up recently.

Social insecurity

No unemployment insurance

In 1991, the government issued a decree setting up
a system called Compensation for Time of Service
(CTS) whereby working people were obliged to

1 <www.sbs.gob.pe/PortalShs/estadistica/index.htm>
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periodically deposit a sum of money stipulated
by this legislation into an open savings account at
a bank of their choice. The CTS was designed to
operate as an unemployment insurance system,
but the amounts deposited were very small. A short
time later, as part of a package of measures to re-
activate the economy, it was decided that workers
would be given access to one half of the funds
deposited. The claim that this savings fund was
meant to cover unemployment benefits lost even
more credibility.

Childhood and youth without public support

In this area there are three initiatives in operation,
the 2002-2010 National Action Plan for Children and
Adolescents, the 2006-2011 National Youth Plan and
the National Youth Policy, but they all lack funding.

The unprotected informal sector

People who work in the informal economy have no
protection, which means that more than 70% of the
population does not have social security. The gov-
ernment tried to tackle this situation in 2000 by set-
ting up the SIS, to provide some support for children
aged four and under, children between the ages of
five and seventeen, pregnant women, and adults in
emergency situations and other specific categories.
Although this is not explicitly targeted at the informal
economy, workers and micro-enterprises that have
no insurance can take advantage of it if their place of
residence is in one of the geographical areas that the
SIS has classified as extremely poor, using data from
the National Institute of Statistics and Information.
In practice, most SIS benefits go to children and
pregnant women.

In 2006 the SIS provided assistance for some
4,620,000 people, mostly children under 17 years
old and pregnant women, but it ran into serious fi-
nancial difficulties as it operates through a system of
reimbursement for consultations that take place in
state hospitals that are affiliated with the programme,
and it is funded from the public treasury.

Financial assistance for extreme poverty

There is a state system for distributing free milk
and food that reaches about six million families in
the country, out of a total population of around 28
million. Since 1990 there have been many social
programmes aimed at people living below the pov-
erty line. The most far-reaching include the “glass
of milk for children under seven” programme and
a contribution to public kitchens from the National
Food Aid Programme, which provide food rather
than financial support.

According to the governmentthere are 80 social
programmes of different kinds, but these will soon
be reorganized into 20 programmes as part of a de-
centralization process.

The government has also set a target of reduc-
ing chronic malnutrition in children under five years
old from 25%, the current national average, to 20%
by 2011.2

2 <www.minsa.gob.pe/estadisticas/estadisticas/
indicadoresNac/download/estadodesalud339.htm>
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In 2005 the government set up a National
Programme of Direct Assistance to the Very Poor
—more commonly known as the Juntos (“Together”)
Programme — which was based on the Opportu-
nities Programme in Mexico. It involves giving an
incentive payment of PEN 100 per month (USD 1
per day) to the poorest women and families in the
country, to be used as they wish. In exchange, the
programme ensures that the women themselves and
their children have or obtain a national identity card;
that they receive pre-and post-natal medical checks,
vaccinations, and growth and development checks
for children; that they receive a nutrition supplement
supplied by the Ministry of Health; that children at-
tend and remain in school; and that they have access
to safe water (potable or boiled). That is to say, it
provides “health, education, nutrition and identity.”

Juntos operates in 638 rural districts where
there is extreme poverty, and it also assists families
that have been affected by violence, in line with a list
drawn up by the Ministry of Economy and Finance.
The programme reaches some 250,000 ‘benefit
units’.

A ‘benefit unit’ is a family group that lives in a
permanent home and includes children 14 years old
oryounger and/or pregnant women. In 2007 the gov-
ernment announced that it would change the focus
of the programme to children under five. The benefit
unit’s representative is the eldest mother or preg-
nant woman in the family group with children in the
required age range. The programme makes a four-
year commitment which may be extended to another
four through renewable annual agreements for de-
creasing amounts. In 2007 the programme assisted
around 250,000 families with an operating budget of
some PEN 400 million (USD 125 million). =
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B PHILIPPINES

Political will is the key to social protection
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Social Watch Philippines
Dr. Eduardo Gonzalez'

Political and economic — even geographic — realities
suggest that the Philippines has a long way to go in
providing full social entitlements to all its citizens, and
in equal ways. Part of the country’s recent history is a
series of political crises, a record of economic growth
that is prone to boom-and-bust cycles, and an on-
slaught of calamities — both natural and human-made.
To begin with, the country is already geographically at
risk, being situated right in Asia’s ‘ring of fire’ (a zone
of high volcanic and earthquake activity) and tropical
cyclone belt. Exogenous factors also contribute to the
country’s vulnerability. Anincreasing proportion of the
population, mostly poor, are vulnerable to the shocks
of an outward-oriented economy (e.g., volatile capital
market, globalization of production lines that require
job informalization/flexibilization of labour, displace-
ment of local enterprises due to uncontrolled entry
of tariff-free goods); high reliance on overseas em-
ployment (which keeps the GNP buoyant but exacts a
high social cost due to the break-up of families); and
structural adjustments (that interrupt service delivery
and lead to labour displacements). At the same time,
the Philippine government is so saddled by a budget
deficit and its own institutional weaknesses and gov-
ernance vulnerabilities that little constructive reform
is taking place.

Of late, the economy has somewhat breached
its own mediocre growth (largely due to remittances
of overseas workers and private consumption) but
had little impact in lifting the poor out of misery. Ac-
cording to 2003 figures from the National Statistical
Office and the National Statistical Coordination Board
(NSCB), at least three out of every ten Filipinos are
still trapped in poverty.?

Indeed, more than half of the population have
consistently rated themselves as poor in the last two
decades. The official unemployment rate hovers be-

1 Dr. Eduardo Gonzalez wrote this report in consultation with
Social Watch Philippines convenors and local and national
network members. He is a professor at the Asian Centre,
University of the Philippines. Gonzalez was the former
president of the Development Academy of the Philippines
(1998-2006) and executive director of the Presidential Task
Force on the 20/20 Initiative (1999-2001).

2 This figure is based on PHP 34 a day which is below USD 1a
day. According to the World Bank’s USD 2 a day poverty line,
the poverty incidence was 43% in 2003.
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There has been a consistent decline in real per capita spending on social services, while coverage is
incomplete and delivery diffused. The country’s social insurance programme is a benefit for the better-
off, paid for in part by the poor. Merging the national programmes with community-based health care
and improved physical access would immensely contribute to economic development.
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tween 8% to 10%, but underemployment — people
who want to work more — can be as high as 22%
(Altman, 2006), suggesting the persistence of job-
less growth.

The Philippines is unlikely to achieve the Mil-
lennium Development Goals (MDG) target of halving
poverty by 2015 given the country’s current rate of
progress. In fact, average household income has
declined and the incidence of hunger has risen. Even
if the Philippines manages to catch up on its MDG
commitments, the other half (almost a quarter of
the population) will remain poor. Moreover, the re-
duction of hunger and child malnutrition will stay
below the MDG target. A recent study indicates huge
resource gaps, suggesting that the government may
not be serious in its MDG commitments, particularly
given the consistent decline in real per capita spend-
ing on social services (Manasan, 2006).

The Philippines has an array of social security
programmes which have existed for decades. These
programmes are categorized into social insurance,
pensions and other forms of long-term savings, so-
cial safety nets, welfare and social payments, and
labour market interventions. But coverage is incom-
plete and delivery is diffused. Financing remains un-
certain and is vulnerable to corruption.

Regressive contribution
and benefit structure

The cost of social security in the Philippines is paid
for by proportional contributions of earnings from
employers and employees within a public social
insurance system that is centrally managed and
anchored on two programmes: social security and
industrial injury-related services. The Social Secu-
rity System (SSS) administers the programme for
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private sector employees; the Government Service
Insurance System (GSIS) handles it for government
workers. The contribution structure is generally re-
gressive. Coverage is not strongly correlated with
level of development.

By and large, the country’s social insurance
programme is a benefit for the better-off, paid for in
part by the poor. Gonzalez and Manasan (2002) find
that among those covered — about 28.2 million work-
ers, or 84.5% of the employed population — the poor
workers benefit disproportionately little from social
security services. Indeed, the better-off have greater
access to social insurance because they live in urban
areas where most services are accessible, and they
know how to use the system. The cross-subsidization
pattern points to a number of cases where poorer
groups and regions, women and older workers are the
sources, rather than the recipients, of subsidy.

Non-enrolment and evasion are commonplace
in the private sector, leaving coverage ratios want-
ing. The value of benefits is low compared to cost of
premiums, and sorry experiences such as the inabil-
ity of contributing workers to obtain benefits when
needed (due to non-remittance or underpayment by
employers) hound the programme.

Repeatedly, the actuarial health of the social
security system has been marred with issues of
leakage and financial sustainability, owing to bad
investments, poor management, internal inefficien-
cies, overly high administrative costs, corruption
and unreasonably high salaries and perks for top
managers. Moreover, the government has ignored
calls to merge SSS and GSIS as a way of injecting
more efficiency and liquidity into the system.

The pension system, which is an adjunct of the
public insurance system, usually provides lump sum
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benefits, but may offer an annuity purchase. Contri-
butions already do not cover current outflows. Yet
short-term fiscal pressures are not motivating a major
reform. The country’s pension insolvency problems
trace more to issues on the proper investment of re-
tirement funds, and politicization of the management
of benefits and contributions (Habito, n.d.).

The security package offered by the social insur-
ance system does not include unemployment insur-
ance. Such a safety net to cushion against temporary
joblessness is often sidestepped because of the huge
benefit funding required; however, the economy has
not been generating enough jobs for the growing
workforce either, compounding the problem.

Social health insurance: the poor
subsidize the rich

The national health insurance programme, which
grants Filipinos access to inpatient and outpatient
services in accredited medical facilities nationwide,
is run by the Philippine Health Insurance Corpora-
tion, or PhilHealth. Alternatively called Medicare, the
PhilHealth programme covers a wide expanse: the
employed sector, indigents, individually paying en-
trepreneurs, self-earning professionals and farmers,
paying elderly members, and overseas workers.

PhilHealth has an estimated 16.26 million
members or 68.4 million beneficiaries, including
indigents. For the moment, the programme for in-
digents seems to be well-funded, receiving 2.5% of
the expected government revenues from taxes on
‘sin products’ (alcohol and tobacco) for the next five
years and 10% of the local government share in the
expanded value-added tax.

While PhilHealth has been quite successful in
enrolment, it lags behind in other areas, such as
quality and price control (Wagstaff, 2007). The health
insurance scheme does not necessarily deliver good
quality care at a low cost, partly because of poor
regulation of its purchasers. The PhilHealth benefit
package is focused on hospital care and benefits the
health care providers more. One study (Gertler and
Solon, 2002) shows that Medicare fails to finance
health care because health care providers capture the
benefits through insurance-based price discrimina-
tion. In fact, hospitals extracted 84% of Medicare
expenditures in increased price-cost margins. As a
consequence, expanding Medicare increased rather
than decreased the government’s financial burden for
health care. Such distortion has made social health
insurance vulnerable to fraudulent claims. PhilHealth
has recorded about PHP 4 billion (USD 87.4 million)
in losses since 1995, ostensibly because of claims
on unnecessary operations, overpriced medicine,
and even ghost patients. Although the issue is now
the subject of an investigation, it raises questions on
PhilHealth’s actuarial wellness.

Earlier studies suggest that not unlike social in-
surance, Medicare also exemplifies wide inequities:
poor workers subsidizing well-off employees (who
have a higher incidence of catastrophic illnesses
requiring more expensive treatments), and poor re-
gions subsidizing Metropolitan Manila.

Of late, the programme for indigents has be-
come a political commodity. There have been claims
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that politicians have sought to use it to influence the
outcomes of elections by appointing allies to jobs
within the agency and having them allocate free in-
surance cards to marginal voters (Wagstaff, 2007).

Informal workers: neither poor
nor well-off enough

Vendors, home workers, and self-employed agri-
cultural, rural, and other informal sector workers
are estimated to comprise about 49% of the labour
force or 15.5 million people. Many of them have no
adequate social protection. Precisely because these
workers are outside the formal economy, and oper-
ate outside the scope of regulations, the provision of
health and other social protection programmes has
remained highly problematic.

In the Philippines, only 14% of this sector is
voluntarily enrolled with PhilHealth (Nguyen, 2006).
Low enrolment plagues public social insurance as
well. This undoubtedly reflects the lack of attractive-
ness of the terms on which the insurance schemes
are framed. The contribution is flat-rate, and there-
fore represents a burden for the near-poor (Wagstaff,
2007). Gonzalez and Manasan (2002) also observed
that the coverage gap occurs due to statutory exclu-
sions. Domestic workers, day labourers, farmers,
fisherfolk, and many urban self-employed are often
excluded from many of the provisions. According to
health experts, a major gap exists in the social health
insurance programme in the case of beneficiaries
who are neither poor enough to qualify as indigents
nor well-off enough to pay regular PhilHealth pre-
mium contributions.

Overseas workers: high contribution,
too little protection

Thetotal number of overseas Filipinos may be as high
as eight million. Often called OFWs (overseas Filipino
workers), they sent USD 10.7 billion in earnings back
to their families and friends in the Philippines in 2006
—awhopping 12% of GDP (Altman, 2006). Although
overseas employment has led to significant reduc-
tions in national productivity —many of those abroad
are the more productive elements of the population
—there is little reason to expect any dramatic shift in
the country’s overseas work policy because of the
OFWSs’ huge contribution to the economy.

But are they at the very least receiving social
protection? Recent government measures indicate
some form of insurance coverage for OFWs — Phil-
Health’s expanded programme and SSS’ voluntary
social security coverage, for example. However, it
is the Overseas Workers Welfare Administration
(OWWA) which has been expected to provide most
of the social protection needed by OFWs and their
families. Overseas workers have been contributing
USD 25 every time they leave the country. Since
OWWA has been collecting this amount for over 25
years, its sum should be substantial. Yet, its welfare
assistance has been too little and too selective, leav-
ing most overseas workers virtually unprotected
while abroad and when they eventually come back.
A study done by the Centre for Migrant Advocacy
(CMA, 2005) showed that OWWA has been operat-
ing (and very inefficiently) using these contributions.
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Commission on Audit reports show that every year,
it spends over three times more for its personnel and
operations compared to the social benefits it gives
out to overseas Filipinos.

Ironically, it is the remittances sent by overseas
migrants that serve as social insurance for recipi-
ent households, shielding them from environmental
risks. In a study that focuses on income shocks driv-
en by local weather changes (called rainfall shocks),
Yang and Chou (2007) discover that in Philippine
households with overseas migrants, changes in in-
come lead to changes in remittances in the opposite
direction, consistent with an insurance motivation.
That is, roughly 60% of declines in income are re-
placed by remittance inflows from overseas that
serve as insurance in the face of aggregate shocks to
local areas, which in turn make it more difficult to ac-
cess credit or inter-household assistance networks
that normally help households cope with risk.

Local civil society insurance

Social assistance ideally complements well-organ-
ized social security packages. Many government
agencies provide social assistance to their sectoral
constituencies in line with their mandates. The gov-
ernment’s main delivery vehicle for social assistance
is the Comprehensive and Integrated Delivery of
Social Services (CIDSS), a grant-giving, commu-
nity-based development project programme. The
majority of the projects covered involve water sys-
tems, farm-to-market roads, post-harvest facilities,
school buildings, and health centres, centred in the
country’s 42 poorest provinces.

Government social assistance programmes
may be directed and focused — they address a
wide range of risks from human-made to natural,
economic and political to social and health-related
- but they may have foregone efficiency gains out
of a broader scale of implementation and delivery
(Torregosa, 2006). As Torregosa notes, the number
of beneficiaries reached is limited, and the level of
benefits low. The government also does not know
exactly who or where the poor are, and is thus help-
less in preventing leakages to the non-poor. Given
the limited resources of the government and the
rising demand for social programmes, most of the
programmes have become heavily reliant on foreign
grants and funding. Yet continued dependence does
notimbibe stakeholdership among beneficiaries and
creates the wrong incentives.

A saving grace is the fact that micro-insurance
products, specifically designed with the poorin mind,
are gaining favour among the poor, albeit without
government involvement. Local-level life insurance
and health insurance are thriving in some urban and
rural localities, despite actuarial weaknesses, and do
help mitigate risks and reduce the vulnerability of
poor households. Llanto et a/ (2007) have identified
cooperatives, NGOs and mutual benefit associations
as vehicles of micro-insurance programmes in the
country.

(Continued on page 244)
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High unemployment and low social security
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Accessible social security is often seen in Poland as
a relic of communist economic policy. Since 1989'
many opportunities to positively reform aspects of
the socio-economic sphere have been lost. Many
people experienced a worsening economic situa-
tion, becoming unemployed and even homeless.
At the same time poverty has become a persistent
phenomenon and many people live in poverty with
no possibility of getting adequate support from the
state.

Profile of Polish poverty?

The average subsistence existence level of income
in 2003 for single person households was PLN 355
(USD 129), for pensioners PLN 351 (USD 128), for
families with two children PLN 1,237 (USD 451)
and with three children PLN 1,560 (USD 568). For
a household consisting of two adults the minimum
income is PLN 584 (USD 213). Subsistence levels
show us the upper limit of poverty whereas subsist-
ence existence shows us the lower limit of poverty
below which human survival is threatened.

Poverty is mainly rural, and the percentage of
households living in poverty is clearly rising in the
small towns. Currently, the poorest groups in the
country are children and youth whereas in com-
munist times poverty was primarily found among
the elderly and pensioners. It should also be noted
that poverty has been feminized by the high female
unemployment rate, lower salaries, lower pensions
and rising number of single mothers. However the
most important cause of poverty is the high rate of
unemployment. No less than 51% of households
with unemployed persons in 2005 lived in poverty,

1 The year when transition from planned to free market
economy began in Poland.

2 Developed by the Network of East-West Women (NEWW) in
consultation with several organizations and institutions in
Poland. NEWW also developed the following sections of the
report: Protecting Immigrants and Informal Employment.
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parts of the world who require social assistance.
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migrate to other EU countries in search of work. Meanwhile Poland is receiving refugees from other
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while only 18% of households without unemployed
persons lived in poverty (Panek, 2006).

In March 2005, 23% of Polish households lived
below the poverty limit. However, figures are likely
overstated since households tend to understate in-
comes in their declarations (Panek, 2006) and not to
declare income from the informal economy.

Roughly 36% of Polish families cannot afford
a meal with meat, poultry, fish or their vegetarian
equivalent every second day and about 9% of house-
holds cannot buy new, better clothes. Due to a lack
of resources, one third of households were forced to
forego dental appointments and one fifth had to give
up medical appointments entirely.

In 2007, the average monthly income was PLN
489 (USD 178), having increased fivefold since 1993
when the idea of a poverty threshold was first con-
sidered.

Approximately 25% of Poles think that Poland’s
accession to the European Union caused a rise in
the number of poor people in the country, with the
elderly and the poorly educated most fearful of this
rise. Their fears are confirmed by the fact that well-
educated people represent only 0.5% of the poor.

How welfare works

Support for people living below the poverty limit is
determined by the Welfare Act, and distributed by
national and local authorities, which cooperate with
NGOs, the Catholic Church, other churches, religious
associations, charities and individuals.

According to the Act, welfare is given to a
person and families living in poverty, those who

3 <www.stat.gov.pl/cps/rde/xbcr/gus/PUBL_warunki_zycia_
2004-2005.pdf>
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have lost both parents, single parents in a difficult
financial situation, large families, the homeless,
the unemployed, the disabled, and those suffering
from a long-term or serious disease or experiencing
domestic violence. Victims of human trafficking,
alcoholism or drug addiction, natural and ecologi-
cal disasters, as well as refugees, and children and
adults who leave detention centres are also covered
by welfare.

Depending on the cause of poverty there are two
kinds of social assistance available: financial help
which consists of permanent or temporary benefits
and financial help for foster families, and non-finan-
cial assistance in the form of social work, purchase
of credit tickets, material help, legal and psycho-
logical counselling, family guidance, and provision
of shelter.

A public pension predicament*

The current pension system does not function well.
In 2001 the risk of poverty for people over the age of
65 was 6.6%. This risk rises to 18% for those people
between 60 and 64 years of age (KSE, 2005). Current
estimations predict that by 2025 the pension funds
will be insufficient, and therefore, the current genera-
tion of 20 to 30-year-olds cannot count on the public
pension system (CSO, 2007).

The new retirement system started in 1999 by
adopting a second, fully funded old age security
pillar consisting of privately managed but publicly
owned pension funds (Sta’ko, 2003). The private
pension funds have also been operating a third pillar

4 The sections of the report on pensions, privatization, health
and unemployment insurance have been developed by the
Karat Coalition.
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separately but this programme only includes 2% of
the insured since it is not financially accessible for
the majority of employers (KSE, 2005).

Since the pension received depends on the
size and number of the contributions paid over
one’s working life, the current system contributes
to gender inequality and the significant gap in the
economic status between men and women. On aver-
age women earn less then men, hence their monthly
contributions are smaller. Furthermore, since the age
of retirement is different for women (60) and men
(65), the contribution period for women is shorter
by five years and results in their pensions being 30%
lower than men’s. A woman retiring at the age of 60
receives 58% of her last salary, but if she worked
five years longer she would receive 86%. The cur-
rent political discourse about retirement age is not
focused on gender equality. Earlier retirement by
women is justified by the “the traditional institution
ofthe grandmother” since they are the ones who care
for grandchildren and facilitate young women having
large families (Kostrzewski and Mi’czy’ski, 2006).

Impacts of privatization

Privatization of the once almost entirely public econ-
omy has been extensive. Between 1990 and 1992,
almost 30% of the state-owned enterprises were
privatized (Gorzelak, 1994). In 2002 the private sec-
tor produced 72% of gross domestic product (GDP)
while in the beginning of the 1990s it produced only
30%. The government planned that by 2005 state
enterprises would produce less than 20% of GDP
(Ministry of the Treasury, 2002). However, this did
not happen due to a slowing down of the privatiza-
tion process, which practically stopped in 2006. This
change in the privatization trend was unfortunately
not the result of any true social concerns, but rather
due to the populist nature of the ruling coalition.

In 2006 only the RUCH company, a newsstand
operation with over 30,000 kiosks located through-
out Poland, was undergoing privatization. Even in
this case privatization was limited to the issue 0f 27%
of share capital.® It was sold on the Warsaw Stock
Exchange in the only manner of privatization accept-
able to the current economically inept government.
Despite the government being extremely critical of
privatization and not wanting to be perceived as hav-
ing a negative impact on the economy, they did not
include a social package in the initial public offer.
This is despite the fact that the privatization of RUCH
could lead to a 40% decrease in its largely female
workforce. Furthermore, the 15% of shares which
must be given to employees by Polish privatization
regulations were not awarded. Additionally, no ef-
fort was made to prepare RUCH employees for the
change in ownership and its possible consequences.
In June 2007 RUCH employee trade unions an-
nounced a strike alert in response to news of further
privatization.®

5 <www.ipo.pl>

6 <www.bankier.pl>
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Public health hardships

Although the obligatory insurance system covers
most social groups, some people are not entitled
to this service and must buy voluntary insurance
1o access public health services. This rule does not
apply to pregnant women and minors who are enti-
tled to the public health services regardless of their
insurance status. The public health system is highly
inefficient, with long waiting lists and limited access
to quality services. This affects mainly the poorest
part of the society, especially the elderly, most of
whom are women.

Reproductive and sexual health needs are
neglected and women’s reproductive rights are be-
ing violated. Apart from a strict abortion law, family
planning services are not accessible in the public
health system and contraceptives are not subsidized.
School curricula lack obligatory and comprehen-
sive sexual education which affects mostly girls and
young women who are exposed to a higher risk of
contracting sexually transmitted diseases and get-
ting pregnancy. Teenage mothers account for up to
7% of all births in Poland (Federation for Women and
Family Planning, n.d.).

Uninsured work force

The period after 1989 saw a loss in economic sta-
bility. Under the previous system employment was
guaranteed for all; therefore Polish society was
ill-prepared for the ‘new phenomenon’ of unemploy-
ment (Lohmann and Seibert, 2003). At the begin-
ning of the transformation in 1990 the democratic
government introduced an unemployment benefit
received by 70.2% of workers who had lost their
jobs. Unemployment increased over the period from
approximately 6% at the start of the transition to
20% at the time of Poland’s accession to the EU in
2003. Unfortunately subsequent governments dra-
matically limited unemployment benefits.

A large legal migration to other EU countries
contributed to a decrease in unemployment. In 2006,
the unemployment rate was 13.6% but the percent-
age of unemployed receiving benefits had decreased
as wellto only 13.4% in 2007.

The concept of unemployment insurance was
rather unknown in Poland until the first non-socialist
government opened a discussion on the subject.
Unfortunately, there were no follow-up or legal pro-
posals made by subsequent governments. On 14
June 2007 this issue was presented by the Vice Min-
ister of the Ministry of Labour and Social Affairs to
the Polish Parliamentarian Commission on Labour,
demonstrating political will to establish an unem-
ployment insurance system. A first draft of the new
law could be ready in 2007 (Anka, 2007).

Protecting immigrants

Polish law divides immigrants into those looking for
a job and refugees. Each group faces different laws;
however these laws operate in a vacuum of political
will and coherence.

According to Polish law, a refugee is a person
who has a justified fear of oppression and stays
outside the border of her or his country. By 2003
there were almost 30,000 petitions for refugee
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status in Poland. Immigrants seeking refuge are
placed in refugee centres, and receive material help,
food, clothing, medical and psychological help, and
pocket money since work is prohibited until refugee
status is granted.

Immigrants who receive the refugee status do
not have any limitation on where they want to live, ac-
quisition of real property, recognition of certificates
and diplomas or possibility to study. They also have
the right to social benefits and a EUR 250 (USD 344)
scholarship to learn Polish. This integration assist-
ance is provided for a maximum of six months.

Immigrants who prove Polish descent receive
the status of repatriate and receive special help
(financial, courses about Polish culture and history,
vocational guidance, etc.). Otherimmigrants require
awork permit to work legally. These are granted only
in relation to jobs no Polish person can perform. If
a foreigner works legally she or he has all rights and
responsibilities defined in the Labour Code.

Under the PHARE programme, in place since
2000, a special unit manages resources from the
European Refugee Fund. This fund benefits many
Polish institutions such as educational establish-
ments, research institutes, teaching institutions, and
NGOs.

Informal employment

In 2004 more than 1.3 million people were ‘illegally’
employed in Poland. This represents 4% of the total
labour force and 9% of the passive labour force. For
63% of this group their informal activity is their sole
source of income.

High taxes and unemployment rates leave work-
ersinavulnerable position. A 2005 survey indicated
the lack of opportunity to find formal work and insuf-
ficientincomes among the main reasons for working
in the informal sector (CSO, 2005).

If informal work conditions are detected em-
ployees must pay unpaid taxes, while employers
must pay penalty fees and face two years in prison.
The social insurance institution does not often
penalize illegal employees since they already face
disadvantages as unofficial workers. Members of the
EU are now considering a common penalty system
to increase the risks to employers of using illegal
labour. In some cases these firms would be excluded
from receiving national and European donations.

Approximately 1.5 million foreigners work
illegally in Poland. Employers exploit these undocu-
mented immigrants by paying lower wages and
expecting more work. The risks in being employed
illegally include not being fully paid for all work, not
contributing to a pension, and the lack of health in-
surance. Workers deal with these circumstances by
remaining insured in their home country.

Meanwhile, many women in the informal econ-
omy are also recipients of social security benefits
such as pensions, stipends or grants. In most cases,
illegal work is a necessity because they are not able
to find a job in their profession. =

(Continued on page 244)
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B ROMANIA

The need to put social security back on the agenda

Fundatia pentru Dezvoltarea Societatii Civile
Valentin Burada

On 1 January 2007 Romania became a member
state of the European Union (EU). After long years
of insecurity, EU membership has been presented
and marketed as a guarantee that life will improve
for all citizens. However, as far as social security
is concerned, solutions should not be expected to
come from the EU level.

According to a recent report released by the
World Bank (2007), absolute poverty decreased
from 35.9% in 2000 to 13.8% in 2006, as the esti-
mated number of people living with less than USD
3 per day fell to under three million (out of a total
population around 22 million). On the other hand,
relative poverty increased from 17% to 19%.

Nevertheless, only 22% of citizens believe that
the national social welfare system provides wide
enough coverage (European Commission, 2007a).
According to the Eurobarometer survey from spring
2007, twice as many Romanians (17%) are con-
cerned about pensions than the average in other EU
states, and this figure jumps to over 45% among
citizens in urban areas (European Commission,
2007b). Meanwhile, 27% of the population is con-
cerned about the health care system (compared toan
average of only 15% in older EU member states).

Although these issues have been high on the
public agenda in recent years, they have not been
given priority by political decision makers. Moreo-
ver, in the context of Romania’s negotiations to join
the EU, they were deliberately given a low profile: of
the priority issues for EU accession, only the fight
against corruption was high on the political agenda.

Rising work force emigration
and informality spark concern

Romania is one of the 20 EU member states with na-
tional legislation setting statutory minimum wages.
The statutory minimum wage in Romania in January
2007 was USD 157, which ranks Romania in 19th
place among the 20 countries, just ahead of Bulgaria
(USD 127) (Eurostat, 2007). According to Eurostat
data, 9.7% of employees received the minimum
wage in 2005. However, this percentage does not
entirely reflect the reality, since it is quite common
for employers to register their employees with the
minimum wage and offer supplementary forms of
payment in order to avoid paying higher taxes. Ac-
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Romania’s accession to the EU on 1 January 2007 was promoted as a guarantee of improved living
conditions, but as far as social security is concerned, there are few solutions in sight. Although only 22%
of Romanians believe that the national social welfare system provides wide enough coverage, social
security concerns have been pushed off the political agenda by issues like corruption. In this context,
civil society must play a role in defending social security as everyone’s right.
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cording to data provided by the National Institute of
Statistics, the average net salary in April 2007 was
RON 1,027 (approx. USD 420) (NISR, 2007).

Industrial restructuring is in an advanced phase
and the privatization of former state-owned assets
is almost complete. Over recent years the private
sector share of GDP has increased substantially. At
the same time, the informal sector has grown sig-
nificantly. As a result, while the entire work force was
formerly covered by public forms of social security
and trade union representation, today large numbers
of workers are unprotected. Out of an active labour
force of roughly 10 million, 1.2 million workers
are estimated to be employed in the informal non-
agricultural sector, and the total figure including the
agricultural sectoris much higher, according to unof-
ficial estimates (ILO, 2007).

With an unemployment rate of 7.2%, the coun-
try is close to the EU average of 7.1%. The relatively
low unemployment rate is not the result of economic
growth or state policies, but rather of massive emi-
gration to older EU member states (especially Italy
and Spain). According to estimates from the Na-
tional Trade Union Bloc (BNS), there are 3.4 million
Romanian citizens working abroad. For its part, the
Ministry of Foreign Affairs reports that 1.2 million
Romanians work abroad legally, while the Ministry
of Labour estimates that just over two million peo-
ple work abroad with or without legal authorization
(Coidianul, 2007).

According to data provided by the country’s
central bank, Romanian citizens working abroad
sent home EUR 5.3 billion (USD 7 billion) in 2006.

* One of the BCI components was imputed based on data from
countries of a similar level.
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While these remittances contribute, in the short
term, to alleviating poverty in the poorest regions of
the country, this massive emigration—of which a part
is temporary labour migration — creates problems
and concerns. Both employers and trade unions have
manifested their concern over the unprecedented
labour force deficit in several important economic
sectors, including construction and the textile in-
dustry. The total labour force recently reached 10
million people, and a quarter of it has already left
the country. Most of the people working abroad do
not contribute to the public social security systems
(pension, health care and unemployment). When
you add to this the large number of people working
on the black (or grey) market — estimated at around
1.4 million — it becomes clear why the public social
security system is feared to be moving increasingly
closer to a grave crisis.

Pension increases: urgently needed,
dangerously abrupt

The reform of the pension policy was initiated in
2000 as an attempt to cope with the sharp decline
in coverage that has occurred over the last decade.
Currently, however, one of the greatest challenges
facing the public pension system is to ensure fi-
nancial sustainability in the long term. Facultative
pension schemes and privately managed pension
funds have been proposed as potential solutions by
the government. Legislation has been introduced
since 2004 to create alternative private pension
schemes. Trade unions have been particularly
concerned about flaws in the legislation and have
demanded adjustments in order to ensure equal
treatment of women and men in this field, a fair
distribution of the savings, lower administrative
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costs and more time for people to become informed
and aware of the reforms. It is also estimated that
the introduction of private pensions will result in a
deficit of around 0.8% of GDP for the public pension
system (Voinea, 2007).

Between January and June 2007, the govern-
ment approved a series of decisions including an in-
crease in the number of employees in the public sec-
tor and increases in public sector salaries, military
pensions, and social assistance benefits for families
and children. All of these commitments represent an
additional 3% of the national GDP (Voinea, 2007).

Meanwhile, as politicians are gearing up for two
consecutive rounds of elections —European elections
in 2007 and national elections in 2008 — the decision
has also been taken to increase public pensions by
100% by 2009. In order to reach this level, as of
1 January 2008, public pensions will increase 43%.
The average pension in 2008 will be around USD
230, close to 3.6 times higher than in 2002 (USD 65).
However, this is still at least three to four times lower
than pensions in other ‘new’ EU member states like
Hungary, Poland and Slovakia. The allowances for
the almost one million pensioners in the agricultural
sector will also double as of September 2007.

Many argue that, although necessary, this very
swift increase will have negative effects in the me-
dium and long term. Economic analysts and politi-
cians alike have expressed doubts that the financial
resources necessary to cover these commitments,
estimated at around USD 3 hillion, can be collected
(Bobocea, 2007). Experts maintain that the increase
in public pensions should have been introduced
gradually beginning in 2005, as opposed to this risk-
ily abrupt implementation (Cabat, 2007).

Public health care system plagued
with problems old and new

During these last 17 years of transition, statistics and
research have revealed a deterioration of the popula-
tion’s health, including a drop in the life expectancy
and the reappearance or aggravation of poverty-
related diseases. Romania has the highest incidence
of tuberculosis in the EU, while child mortality is four
times greater than the EU average.

In 1990 Romania’s medical system was ex-
clusively public, highly centralized and financed
from the state budget; services were offered to the
population officially free of charge. However, due to
a decline in financing levels, the quality of services
declined abruptly, with medical staff working in
dilapidated buildings lacking the necessary medi-
cal equipment, along with insufficient domestically
produced medicines and very expensive imported
medicines, unavailable to most of the population.
As a result, most of the costs were transferred, di-
rectly or indirectly, to the beneficiaries, including
through informal payments to medical personnel
(Dobos, 2006). While the university centres offered
excellent hospitals, primary medical assistance did
not cover the entire country, and rural areas espe-
cially were cut off from service. The health system
was centred on hospital care, and so 70% of the
already poor health budget had to be allocated to
hospitals.
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In this context, political decision makers de-
cided to move to a system based on health insur-
ance. The legislative framework began to be modified
in 1996, and the system entered into force in 1999
(Dobos, 2003). The restructuring of the basic set of
medical services also seemed necessary because
the system could not cope with all the costs. The
number of hospital beds dropped from 207,000 in
1994 t0 142,500 in 2004. In the meantime, however,
there has been no substantial improvement of the
outpatient health system.

In 2003 co-payments were introduced for some
services, and this measure further limited access to
medical care for the poor population. For large catego-
ries of vulnerable people the obligation to contribute
to the public health care system was subsequently re-
moved. Albeita positive move, this further reduced the
volume of contributions to the system (Dobos, 2003).
Currently, contributions to the health insurance fund
are made up of 6.5% of the gross salary of employees,
with an additional 7% paid by the employers.

In general, experts consider that the whole re-
form process has led to increased costs, confusion
among medical personnel, delays in the creation
of the legislative framework defining the respon-
sibilities of different actors within the system, and
malfunctions in the disbursement of the funds. Many
decisions have been taken without a prior evaluation
of their social impact. Although the percentage of
those not insured is not very high (between 5% and
10%), the new system has reduced the population’s
access to medical services through the existence
of a category of people who can only benefit from
emergency assistance (Dobos, 2006).

Poor families, particularly in rural areas and
among the Roma people, have limited access to
health services (Bleahu, 2006). They cannot afford
the co-payments required for the provision of some
services and the purchasing of medicines, as well
as extra payment for doctors and auxiliary person-
nel. For 40% of people in rural areas, transportation
and its cost represent a further obstacle to access to
medical services (Dobos, 2003).

There are also problems inherited from the
old system that have not been solved and that limit
access to medical services or reduce their quality.
These include the lack of primary medical assist-
ance in many rural localities, the shortage of medi-
cal facilities and equipment, the low salaries paid
to health care workers, and the practice of informal
payments to medical personnel. The crisis in the
health system has reached such proportions that
at times it has even become impossible to ensure
appropriate food and accommodation for hospital
patients. Many hospitals do not meet basic public
health standards and function in very precarious
conditions. For instance, in one county alone in
June 2007, 22 hospitals were fined for various such
breaches (Crisan, 2007).

The public health system’s problems have been
heightened in recent years by the growing inability
to provide free or subsidized medicines for those
who need them. The liberalization of the pharmaceu-
tical market and decrease in domestic production
have led to a steep rise in prices for pharmaceutical
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products, further limiting the poor population’s ac-
cess even to vital, obligatory treatments.

The supply of medicines to hospitals has often
been discontinued by business conflicts between
the public health system and large pharmaceutical
distributors. During this turf war, those affected are
the patients. To recover their debts, medicine suppli-
ers have halted their operations and further hiked up
their prices (David, 2007). Adding to this problem
are the aggressive marketing tactics of pharmaceuti-
cal companies targeting doctors. In exchange for
sponsorships covering their participation in inter-
national medical conferences and seminars, doc-
tors prescribe medicines which are more expensive.
Pharmacies therefore reach the quota of subsidized
or free medicines that they are entitled to offer each
month much more quickly, leaving more poor pa-
tients without access to needed medication.

In2004 there were only 22.2 doctors per 10,000
inhabitants, or one doctor for every 450 people. The
medical educational system is underfinanced and
has been affected by a decrease in enrolment space
in medical schools to allow for greater enrolment in
other university departments. As a consequence,
each year the number of new doctors entering the
system decreases. A recent survey conducted by
the professional association of doctors in lasi, the
second largest city, revealed that over 50% of doc-
tors and 75% of other medical staff have considered
leaving the country to work in Western Europe. When
compared to the entry salary of a resident doctor in
Western Europe, a Romanian doctor earns 10 times
less. Meanwhile, Western European countries have
a deficit of doctors and have opened their health sec-
tors to doctors from new member states.

Given the insufficient financial resources in the
health care sector, one rather unorthodox means of
keeping qualified medical personnel in the country
has been the toleration of corruption, which plagues
the public health system at all levels. A survey funded
by the European Bank for Reconstruction and Devel-
opment revealed that so farin 2007, 30% of Romani-
an citizens have made informal payments to medical
personnel. The country’s health system tops the list
for illegal payments made by populations to public
institutions. According to a study carried out through
a World Bank project, in 2004 Romanians paid USD
360 million to public health system personnel. This
amount represents 10% of the total health budget
for 2004. Poorer families pay larger amounts (up to
78% of their monthly income). Pharmaceutical com-
panies also are reported to offer illegal commissions
to purchasing agents and to doctors who prescribe
their medicines. Meanwhile, the use of electronic
tenders, although introduced in order to improve
efficiency and eliminate corruption, has lead to the
purchase of low quality or ineffective products.

(Continued on page 245)
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B SENEGAL

Basic social services still inaccessible

pour le Dével
Environnemental du Nord (ADESEN)
Tamsir Sall

Ramatoulaye Ngom

Economique Social

Atthe start of the First African Conference on Human
Development (Rabat, Morocco, 6 and 7 April 2007),
the government of Senegal — a country of over 12
million inhabitants composed mainly of young peo-
ple and women — reiterated once again that its goal to
reduce poverty to below 30% by 2015 is based on an
anticipated annual growth of 7% to 8% in real terms
between 2006 and 2010.

The government added that the growth of
wealth “will be sustained by an increase in public and
private investment as well as by improvements in the
effectiveness of public expenditure and an increase
of the agricultural sector’s contribution to growth by
means of the diversification and modernization of
agricultural establishments.”

On amore general scale and with a view to fac-
ing the challenges of poverty and human develop-
ment, the government decided to revise its Poverty
Reduction Strategy (DERPII, 2006-2010), based on
the priorities established by the Millennium Develop-
ment Goals (MDGs) and the strategy for accelerated
growth. These priorities include: creation of wealth,
development of greater access to basic services and
social security, as well as the prevention and man-
agement of risks and disasters, and decentralized
and participative growth.

However, the government’s evaluation is at
odds with the 2007 report by the Organisation for
Economic Co-operation and Development (OECD)
on the African Economic Outlook. Bearing the OECD
reportin mind raises serious questions as to how the
government will be able to achieve the outcomes it
seeks in the face of existing difficulties.

The OECD report highlights the serious obsta-
cles which prevent the achievement of the poverty
reduction goals established by the government, due to
aconjunction of unfavourable factors. Those factors,
in addition to their current impact, are linked to the
vulnerability and structural defects which continue to
existin the country, such as the difficulties regarding
the expansion of exports — for example, in the fields
of peanut production, fisheries and phosphates.
According to the OECD, they are also a reflection
of the problems which beset the country in 2006.
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to reduce high maternal and child mortality rates.

The government’s goal of reducing poverty by 30% by 2015 will not be achieved without profound
structural changes. The country needs to achieve real and sustained economic growth which will allow
such vital aspects as the universalization of education and decent health services to be attained in order
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Whereas growth in 2005 was 5.5%, in 2006 it barely
reached 3%. Other sources, however, show a greater
increase of the gross domestic product (GDP). Such
is the case of World Development Indicators (WDI),
whose 2006 report placed the country’s economic
growth at 6.2%.

One of the problems pointed out in different
reports in order to explain the changes in the rate
of economic growth is the possible impact of in-
sufficient economic diversification, particularly in
a climate “which is still unfavourable to investment,
especially foreign direct investment.”

Itis no surprise, therefore, that results in the
area of human development should be insufficient
and place the country among those with the lowest
Human Development Index (HDI) worldwide (157th
place out of 175), although a slight improvement
with respect to 2002 has been recorded.

Massive clandestine emigration

In the face of the failure of agricultural policies, the
young see no other way to escape the inferno of pov-
erty than clandestine emigration. Thus, the country
has become one of the starting points for massive
clandestine emigration towards Spain. In 2006,
over 31,000 undocumented immigrants, mostly from
Sub-Saharan African countries, reached the Canary
Islands aboard improvised craft, at the risk of their
lives. This trend will continue to worsen due to the
lack of unemployment insurance and social welfare
benefits.

Meanwhile, the prices of articles of prime ne-
cessity (oil, rice, bread, sugar, etc.) have soared,
which makes the situation even worse. The popula-
tion also faces serious shortages in access to basic
services such as water, education and health care,
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sectors which should have been firmly developed in
order to lessen the burden of poverty.

Water, a resource in short supply

The lack of drinking water and adequate sanitation
constitute two of the primary causes of iliness and
death and also contribute to the country’s lack of
economic development. The government has drawn
up an ambitious programme with the aim of imple-
menting improvements in this sector: the Millennium
Drinking Water and Sanitation Programme (PEPAM),
aunified intervention plan for the supply of water and
sanitation in urban and rural areas. This programme
covers the years 2005-2015 and attempts to ensure
and increase access to drinking water for rural and
urban households and equip them with adequate
independent sanitation systems (waste and sew-
age disposal), particularly in rural environments. Its
main objective is to reduce poverty by helping dis-
advantaged local populations to obtain sustainable
access to these basic social services. However, the
government’s main concern is to find the financing
forinvestmentin rural hydraulic systems and sanita-
tion for urban and rural environments. This would
mean setting aside, in part, the MDGs.

Health: insufficient infrastructure
and personnel

Inthe health area, the report presented at the African
Conference on Human Development points out that
indicators are unsatisfactory and that, sadly, the in-
fant mortality rate is 61 deaths per 1,000 lives births
and the child mortality rate is 121 per 1,000.

Other data supplied by UNICEF (2005) show
even more distressing figures: the mortality rate for
children under one year of age is 78 per 1,000 live
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births, whereas among children under five years of
age itis 137 deaths per 1,000 live births.

This situation is explained to a large extent by
the fact that, in terms of infrastructure and person-
nel dedicated to health care, the country is far from
complying with the norms established by the World
Health Organization (WHO). For example:

e The Fatick region in the interior of the coun-
try still has no hospital, although construction
began before 2000, which means that for over
seven years, nothing has been done for the re-
gion as regards improving the health conditions
of the population.

e The maternity wing of Aristide Le Dantec Hospi-
tal in Dakar, the largest in the country, has been
closed for almost three years, and no date has
been set for its reopening.

¢ Only a small number of specialist doctors and
midwives are trained each year.

Although significant progress in the struggle
against maternal mortality has been recorded, there
is undoubtedly a long way to go in order to achieve
the MDGs. Maternal mortality rates should be re-
duced by 75% between 1990 and 2015. Surveys
carried out in 2004 revealed that 690 women still
die for every 100,000 live births (UNICEF, 2005).
It was because of this that Dr. Soukeyanatou Fall
Kaba sounded the alarm when she revealed this
dramatic situation, in which 48% of women give
birth without the attendance of qualified medical
personnel. Home births due to sociocultural factors,
difficult access to health care infrastructure and limit-
ed financial resources are some of the many reasons
which, according to the doctor, explain why nobody
assumes responsibility for pregnant women.

The MDGs related to health issues will be no
more than a dream if the following measures are
not adopted:

¢ Good quality health care infrastructure, sufficient
in quantity and accessible to the population.

e Areal policy for human resources management
with definite plans for professionalization and an
incentive system to train an adequate number of
personnel to work immediately and efficiently at
all levels of medical care.

e A medicine and medical equipment supply
system within the Economic Community of
West African States (ECOWAS) to guarantee
permanent availability and a significant reduc-
tion in purchase costs for member states, with
the support of entities such as the West African
Health Organization (WAHO) with strengthened
powers and authority.

e Aflexible and adaptable medical coverage sys-
tem to enable the greatest possible number
of families to gain access to health care with-
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out having to pay ever-increasing costs (with
relation to membership in private healthcare
schemes); free medical care for children under
five years of age, as well as for women during
childbirth.

e Thedevelopment of mechanisms to reinforce the
power and means of local communities and the
population in general, through their participation
in the follow-up and control of medical centres,
in order to encourage good management.

e Reduction of disparity between the different
areas of the country by means of a suitable policy
for the distribution of health infrastructure.

Education: putting the Bamako Statement
into practice

In the field of education, the aim of making primary
education universal has not yet been achieved, in
spite of an increasing gross rate of enrolment in pri-
mary education, from 62% in 1998 t0 75.8% in 2003
and 79.9% in 2004. In fact, although adult illiteracy
is declining, it still affects 62.2% of the population.
Inthis field, problems are related to a lack of material
resources (educational facilities, text books) and can
be solved by means of budgetary allocations.

Although UNESCO, in its 2005 report, situ-
ated Senegal, together with two other African states,
among 10 countries in the world with ambitious
plans regarding education, there are still great ef-
forts which must be made in order to achieve real
progress ineducation. Inthis sense, putting the 2007
Bamako Statement on the Abolition of School Fees
into practice will have a positive impact on the educa-
tional system in Africa and in Senegal in particular.

Atthe conclusion of the Bamako Conference (19
1022 June 2007) organized by the Association for the
Development of Education in Africa (ADEA), UNICEF
and the World Bank to address “School Fee Aboli-
tion: Planning for Quality and Sustainable Financ-
ing”, 200 delegates from 23 countries concluded
that in the current situation “a considerable number
of countries will not reach the targeted goal” as long
as universal access to the first year of primary educa-
tion cannot be achieved within the next two years. In
a formal statement, the ministers of education and
finance of the 23 countries participating in the in-
ternational conference reiterated their commitment
to improving strategic planning in order to comply
with the demand for universal primary education by
2015. As the report shows, the ministers’ commit-
ment is aimed at “doing whatever is necessary so
that no child is kept away from school because his
family does not have the financial resources to send
him there.” The Bamako Statement also called on
participating governments “to increase resources
on the national level as well as the effectiveness of
their use,” “to establish optimal policies,” and to
plan activities that can “guarantee the success of the
initiative to abolish school fees.”
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The signatories of the Bamako Statement
acknowledge the fact that “our countries, while shar-
ing the same commitment, are at different stages of
achieving this goal.” They recognize that each coun-
try “faces differing realities, differing challenges, and
each will find its own path.” On the other hand, and
aware of “the role of civil society in development,”
they stated that “we pledge to work together to
mobilize the support of our citizens whose children’s
futures depend on the opportunities that free school-
ing will provide.” It is within the framework of these
actions that the ministers intend to “establish effec-
tive monitoring mechanisms to ensure the com-
mitment to these goals achieves results.” They also
request that the World Bank and the Group of Eight
leading industrialized nations (G8) should fuffil their
2005 promise to ensure that “all children have ac-
cess to complete free and compulsory primary edu-
cation of good quality.” They also invite sponsors to
“provide financing that is predictable, that is avail-
able over the long term, and that is consistent with
our national education plans.” m
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B SERBIA

Good morning, capitalism! Good bye social protection!

Women’s Centre for Democracy and Human Rights
Mirjana Dokmanovic, PhD

Serbia’s economic, social and human development
is still heavily marked by the legacy of the past and
the turbulent events of the 1990s. The dissolution
of the former Yugoslavia and the associated hos-
tilities and armed conflicts were followed by the
imposition of international sanctions, which cut
off important markets and transit routes to other
countries. These circumstances, in addition to the
Kosovo crisis and the NATO intervention in 1999,
have severely disrupted economic activities and
resulted in a high level of uncertainty in all the suc-
cessor states.

Inthe past 15 years, Serbia has undergone sev-
eral state transformations, from a ‘unit’ within the
Socialist Federal Republic of Yugoslavia to an inde-
pendent state after the dissolution of the state union
with Montenegro, which declared independence in
2006. Post-conflict consolidation and recovery is
still an ongoing process.

One of the paramount foreign policy priorities
today is rapprochement with the European Union,
with entering the EU as the ultimate goal. Relations
with the EU are progressing in the framework of
the Stabilization and Association Process and the
European Partnership as key instruments of pre-
accession strategy for potential EU membership
candidates. However, this process has not always
run smoothly. In May 2006 negotiations for a Sta-
bilization and Association Agreement with the EU
were suspended for almost a year, due to Serbia’s
alleged failure to cooperate with the International
Criminal Tribunal for the Former Yugoslavia. After
the parliamentary elections in January 2007 and the
establishment of the new government in May 2007,
the international community resumed economic
support for Serbia and encouragement to continue
on the path of transition.

* Due to the recent separation of Montenegro in June 2006
there are no available data on BCl and GEI components for
Serbia alone.
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Late transition, usual recipes

Due to the political upheaval and violent conflict in
the region during the 1990s, Serbia’s transition to
a market economy has been delayed in comparison
with the countries in Central and Eastern Europe.

The country’s structural adjustment pro-
grammes (SAPs), dictated by the International
Monetary Fund (IMF), have features familiar from
previous SAP experiences in other transition coun-
tries, requiring the removal of all obstacles to in-
ternational trade and foreign investment, prompt
privatization, labour market flexibility and reduction
of all social costs. Serbia started the transition from
avery weak position, with a destroyed regional infra-
structure and regional market, a high level of political
uncertainty, and weak institutions. Economic sanc-
tions, hyperinflation, under-investment, and loss of
markets after the break-up of the Socialist Federal
Republic of Yugoslavia led to a 50% decline in out-
put between 1990 and 1993. By 2000, recorded per
capita GDP had fallen to USD 1,042, about one half
of its 1990 level.

In 2000, under the auspices of the Stability
Pact for South Eastern Europe (SPSEE), the World
Bank and its main development partners in the re-
gion (European Commission, European Bank for
Reconstruction and Development, Organisation for
Economic Co-operationand Development, European
Investment Bank, Council of Europe and Gouncil of
Europe Development Bank) adopted a comprehen-
sive approach to development in the SEE. The priori-
ties established for domestic sector reform include
accelerating privatization and structural reforms;
alleviating constraints to foreign direct investment;
increasing flexibility in labour market legislation; pro-
moting trade liberalization; reducing the size of the
public sector and the overall level of public spending;
and reorienting state functions to meet the needs of
the market economy (World Bank, 2000). The reform
process is being guided by the World Bank and IMF.
The SPSEE Working Group on Trade Liberalization
and Facilitation was established in 2001 to foster re-
gional economic integration and trade liberalization
within the World Trade Organization.

After the October 2000 overthrow of Slobodan
Milosevic, the new government adopted a compre-
hensive economic policy based on this framework.
This has resulted in slow but positive economic
trends towards increased macroeconomic stabil-
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While making notable progress towards macroeconomic stability and a functioning market economy
through privatization and structural adjustment, Serbia has not avoided the negative impacts of these
processes on the population. The level of social and economic rights achieved during the previous
socialist period has been dramatically lowered, while human insecurity has increased, justified by the
need to attract foreign investment and stimulate economic growth.”

ity. In 2005, real GDP grew by 6.3% compared to
5.1% in 2001. Growth remained strong at 6.7%
year-on-year, and total industrial production ex-
panded at a rate of 7.8% year-on-year. The highest
growth rates were achieved in sectors which had
undergone substantial privatization or restructur-
ing in recent years, such as food and beverages,
tobacco, chemicals, rubber and plastic products
and base metals. The 2005 current account deficit
decreased to 9.8% of GDP from 12.6% in 2004,
due to strong growth of exports (up 13.2% year-
on-year) and declining imports (down 6.7%
year-on-year), although imports still remained
at about 2.5 times the level of exports. Capital
inflows increased in 2005 and reached EUR 3.6 bil-
lion compared to EUR 2.4 billion in 2004. Foreign
direct investment rose to about 5.7% of GDP in
2005 from 4.3% of GDP in 2004, reaching over USD
2 billionin 2006, predominantly related to privatiza-
tion. The annual inflation rate was finally lowered in
2006 to a tolerable 6.6%, while the dinar unexpect-
edly strengthened relative to the euro.

At the end of 2006, a European Commission
evaluation concluded that Serbia has made notable
progress towards macroeconomic stability and be-
ing a functioning market economy, but that stabiliza-
tion and reform efforts need to be continued in order
to enable it to cope with competitive pressure and
market forces within the EU (European Commission,
2006). Unfortunately, these positive macroeconomic
indicators do not mean a lot to the majority of the
population, which is coping with increasing eco-
nomic, social and human insecurity.

Privatization of strategic economic sectors

Privatization has been carried out through different
models and inthree phases, in 1991, 1997 and 2001.
The basic scheme in 1997 was primarily insider pri-
vatization, carried out through the free distribution
of shares to current and former employees. A new
wave of privatization started in 2001, based on sell-
ing capital through tenders and auctions, and capital
transfer without compensation.

As of 15 June 2007, nearly 2,000 enterprises
with 313,696 employees had been privatized un-
der the law adopted in 2001, and the privatization
process should be completed by the end of 2007.
The government has announced its intentions to
totally or partially privatize the large public and

14/9/07 15:19:12



state-owned enterprises in sectors like electricity,
gas, oil, forestry, telecommunications, railways,
airports and air transport. As part of the privatization
process, 15 multinational corporations and several
big foreign companies have entered the country.
Among others, they now control such strategic
branches of the economy as the cement, tobacco
and oil industries.

From the perspective of the country’s citizens,
privatization is seen as a robbery of publicly and
state-owned companies by the political and eco-
nomic elite, due to a lack of transparency, numerous
scandals, cases of corruption, violations of the law,
and dubious privatizations. Despite promises made
by the government, there has been no revision of the
privatization process.

Rising unemployment

The formal labour market is characterized by high
rates of official and hidden unemployment, low
wages, and low mobility of the labour force. Un-
employment has continuously increased since the
beginning of the economic reforms, due to factors
like the high level of bankruptcies and shutdowns,
and structural adjustments and privatizations ac-
companied by the dismissal of ‘surplus’ workers.
For example, after the privatization and sale of the
country’s largest cement factory, Beocin, to the
French cement giant Lafarge in 2002, the number of
employees was reduced in two years from 2,400 to
934 (RoS, 2005a).

In 1990, the unemployment rate was 16.7%. At
the end of 2001, the registered unemployment rate
was 21.8%, and by 2006 it had reached 28.05%.
Hidden unemployment is estimated to represent an
additional 20% to 24%. Long-term unemployment
remained chronic, with an average duration of 44
months in 2005. Youth unemployment is severe
and stood at roughly 48%, while the youth employ-
ment rate was 18%, in comparison to an average of
40% in the EU.

Privatized companies have played an especially
significant role in decreasing employment oppor-
tunities. Furthermore, the downsizing of employ-
ment in companies is expected to continue in the
coming years with the privatization of large, highly
overstaffed state-owned enterprises.

Meanwhile, in the newly created market condi-
tions, many people are not able to enter the work
force due to a lack of qualifications, or as a result of
their age, health problems or disabilities. Those in
the worst situation are people who are poor, unedu-
cated, illiterate, elderly, rural dwellers, or members
of the Roma community, along with women, who
make up the largest marginalized group suffering
from discrimination and social exclusion. The Na-
tional Employment Agency has introduced meas-
ures to stimulate employment and self-employ-
ment, with special emphasis on women, the elderly,
single mothers, the disabled and youth. However,
these efforts are insufficient due to an economic
environment unfavourable to small and medium
businesses and the unwillingness of employers
in the private sector to eliminate discriminatory
practices.
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Violation of workers’ rights

Many workers are not included in official statistics
because employers in the private sector have a
‘habit’ of not signing labour contracts, as a way to
avoid paying salaries regularly and making the ob-
ligatory social security, unemployment and pension
contributions for their employees. Workers in the
growing private sector are therefore vulnerable to
poverty, as they are not eligible for pensions or any
other benefits. According to trade union figures, in
September 2006, a total of 142,524 employees had
either not been paid or had been paid salaries below
the minimum wage (USD 0.84 an hour) guaranteed
by law (CATUS, n.d.).

The violation of workers’ rights is facilitated by
weak trade unions and a shortage of mechanisms to
protect economic and social rights in general. The
country also lacks adequate legislation on foreign in-
vestment that would have incorporated international
labour standards.

Because of the inability of the private sector to
absorb the surplus work force, a growing informal
sector has emerged. The participation of the working
age population in this ‘grey’ economy is estimated at
around 60%. The informal economy is a significant
source of income for the majority of households and
is estimated to account for 40% of GDP. These work-
ers fall outside any social safety nets, the protec-
tion of trade unions, and legislation related to safer
working conditions. Many workers employed in the
formal sector are also active in the grey economy, as
ameans of compensating for low salaries.

Increasing economic and social insecurity

The economic transition has been accompanied by
a decrease in the level of economic and social rights
gained in the previous socialist period, as well as
disregard for international labour and environmental
standards and a lack of legislation on corporate re-
sponsibility. Full-time employment is no longer guar-
anteed, many social benefits for families and children
have been cut, and access to employment opportuni-
ties, health care, social services and education has
become more difficult. Due to the privatization of
services, many have become overly expensive for
the majority of the population, while in the previous
system they were free.

Meanwhile, structural changes in employment
have led to greater availability of temporary, part-
time, seasonal, and low-paid jobs. The new Labour
Law (2001) made the procedures for employment
and dismissal of workers more flexible and de-
creased the level of severance pay and other obliga-
tions of employers. The government justified the
legal changes introduced with the need to make the
economy attractive to foreign investors. As a result,
the majority of the population is facing increased
unemployment and insecurity, in addition to rising
crime, corruption, and a widening gap between the
poor and the rich, due to the thinning of the middle
class and the emergence of a new economic and
political elite made up by war profiteers and former
communist leaders.

During the preparatory work for the 2003
Poverty Reduction Strategy Paper (PRSP), several
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household surveys were conducted, showing that
10.6% of the population (800,000 people) lived be-
lowthe poverty line of USD 2.4 per day, while another
1.6 million people earned only a little more. Adding
in other vulnerable groups, such as refugees and
displaced persons (700,000), the Roma community,
farmers and industrial workers, it is estimated that
almost half the population has suffered a decline
in their quality of life and the denial of economic
and social rights like the right to adequate housing,
health care, education, social security and a decent
livelihood.

Those at the greatest risk of poverty include
the unemployed, the uneducated, the elderly (over
the age of 65), children, and households with five or
more members. Persons with disabilities (70,000)
and retired people, who receive pensions amounting
to roughly 60% of the average salary, are particularly
atrisk of poverty. A reform of the pension systemisin
progress, as the government has determined that it is
no longer sustainable to have two million employed
people supporting 1.26 million retired people. In
addition to the compulsory social security pension
scheme, based on intergenerational solidarity, vol-
untary pension insurance and private pension funds
are being introduced.

Similar to other transition countries, women
carry the heaviest burden of the transition process,
due to cuts in social services, rising unemployment,
and the feminization of poverty. They have been hit
especially hard by the loss of the benefits of the previ-
ous social welfare system, such as affordable child
care, free health care and education systems, and job
security. They are typically concentrated in low-paid
sectors. Women make up 70% to 80% of employees
in public administration, health care, social services,
and the hotel and restaurant industry. In addition,
women are increasingly shifting from the formal to
the informal economy.

The government’s analysis of the first year of
implementation of the Poverty Reduction Strategy
Paper (RoS, 2005b) and progress towards the Mil-
lennium Development Goals in Serbia (RoS, 2006)
recognize that Serbia still lacks a comprehensive
policy and effective strategy to eliminate the nega-
tive effects of the transition on the possibilities of
the majority to enjoy economic and social rights.
The new Constitution' guarantees a wide scope of
the economic, social and cultural rights enshrined
in the International Covenant on Economic, Social
and Cultural Rights (ICESCR), and stipulates that the
attained level of human rights may not be lowered
(Article 20.2). It introduces anti-discrimination and
gender equality provisions, establishing a policy of
equal opportunities as an obligation of the state (Arti-
cle 15) and social measures to eliminate discrimina-
tion on any grounds (Article 21.4).

(Continued on page 245)

1 Adopted by the National Assembly in 30 September 2006.
The official English version is available at: <www.parlament.
sr.gov.yu/content/eng/akta/ustav/ustav_1.asp>.
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B SOMALIA

Social security impossible without stability

Social Watch Coalition in Si

Somalia is a country on the Horn of Africa, occu-
pying an important geopolitical position between
Sub-Saharan Africa and the countries of Arabia and
southwestern Asia. With an area of 637,000 square
kilometres, it is bordered on the north by the Gulf of
Aden, onthe east by the Indian Ocean, on the west by
Kenya and Ethiopia and to the northwest by Djibouti.
The capital is Mogadishu (Relief Web, 2006).

The Republic of Somalia was formed on 1 July
1960 when the former British protectorate and the
Italian colony of Somalia joined to form a unitary
state. Since that time, a multi-party democracy has
flourished in the Horn of Africa country.

Two multi-party elections were held between
1960 and 1969, during which two presidents and
four successive cabinets served the nation. On 21
October 1969, a military coup took place which
overthrew the civilian government. The officers
in charge of running the country called their rul-
ing body “the Supreme Revolutionary Council”.
They eventually chose scientific socialism as the
system of governance for Somalia and abolished
the Constitution that had been effective since the
1961 referendum.

A single party state ruled Somalia for just over
20 years with the rulers trying to emulate the type of
socialism applied by the former Soviet Union and
eastern European countries. The main notion was
to initiate rapid development through community-
based structures and programmes.

The chosen scientific socialism, however, did
not bring the perfect governance it promised and
only led the government into a militarization pro-
gramme and continuous conflicts with its neigh-
bours. This is particularly true of Ethiopia and the
war which took place with Somalia between 1977
and 1978. Badly needed resources for social welfare
were diverted to the empowerment of the military
leading to public discontent and the formation of
rebel groups during the 1980s.

The clan-based rebel groups that defeated the
socialist government in January 1991 could not
agree on power-sharing, instead turning their guns

* There are no data available on BCl and GEI components.

1 The Secretariat of the Social Watch Coalition in Somalia
(SOCDA) is in Mogadishu. Tel: +252-1-216188; +252-5-
930625; Email: <socda@socda.org>, <socda@globalsom.
com>; Website: <www.socda.org>.
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on each other and initiating a devastating civil war
which brought destruction and anarchy, in addition
to the erosion of the meagre social welfare being
offered by the state.

Nonexistent pension system

In 1960, the country’s population was estimated to
be 3.2 million, with pastoralists in semi-arid regions
representing 55% of the population, other rural in-
habitants representing 27%, and urban dwellers 18%.
Approximately one third of the urban population was
working for the government — the main employer
—atthat time through social welfare schemes. Private
companies mainly managed or owned by European
and Asian settlers had reasonable human resource
development policies and practices including provi-
sion of adequate rewards and health schemes.

During the 1960s, the civilian government
had strict fiscal policies which did not encourage
widespread employment. However, when the mili-
tary junta took over the country, it created several
programmes which required a mass recruitment
of personnel.

When private companies and entities, including
commercial farms, schools, banks, and import and
export businesses were nationalized in 1972, the
government used them as employment centres. The
military rulers also promoted large farming estab-
lishments under what was then known as the Crash
Agricultural Programme. These large commercial
entities such as the Agricultural Development Cor-
poration and the National Trade Organization were
known in the Italian context as Ente Nazionale di
Commercio.

Although the socialist government encouraged
greater employment in various sectors including the
army, social pension hardly existed and few top rank-
ing officers received some kind of pension payment
upon retirement. The overall impression was that
higher employment under the military rulers pro-
vided income for various households but there were
no coherent policies to guarantee social security
or meet international standards and commitments,
except perhaps a workers’ health service under an
entity known Cassa per Assicurazione Sociale della
Somalia.

Instant privatization

Following the collapse of the military government
technically all state institutions and parastatal en-
tities ceased operations. Properties were quickly
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The meagre social protection mechanisms which existed during the 21 years of scientific socialist
rule in Somalia have yet to be replaced since rebel groups overthrew the regime in 1991. The country
continues to struggle with stability and civil conflict, making the establishment of social security
programs particularly challenging. However, with 43% of the population living on less than USD 1 per
day this social void will be difficult to ignore for much longer. *

looted and infrastructures mostly destroyed. There-
fore, all that remained in operation were privately
owned entities.

This new condition created a situation whereby
production of goods and provision of services fell
solely into private hands. Therefore, since January
1991 atype of spontaneous, haphazard privatization
of public properties and services has taken place in
the country.

As the nation began recuperating from the loss
of central rule through coping mechanisms, private
initiatives started to respond to market demands.
New schools, colleges, clinics, hospitals, electric-
ity and water supplies and other services have all
been provided but consumers must pay for all of
these services and they are in general exorbitantly
priced.

Few people can afford school enrolment, medi-
cal attention and other social services in the absence
of a central government, whose role is to collect
taxes and duties and convert the revenue into com-
munity development and public welfare.

Scarce public health services

Except forafew regions, health services are provided
by private clinics and hospitals. Some of them even
use former public properties from before the collapse
of the government in early 1991 (SOCDA, n.d.).

The few facilities that offer a semblance of a
public health system did belong to the former gov-
ernment and they have been rehabilitated and run
through the efforts and assistance of international
bodies such as the International Committee of the
Red Cross, Red Crescent Societies from some Mid-
dle Eastern countries, International Medical Corps
and other institutions.

Nevertheless, most of these health amenities
are run through cost-sharing requiring patients to
pay for beds and medicines at subsidized rates while
food is generally provided. Some of the hospitals
operating under such schemes in Mogadishu include
the SOS Hospital, Madina Hospital, Keisaney Hospi-
tal and Benadir Hospital.

Traditional unemployment insurance

In Somalia, there has never been social welfare or
even institutionalized coverage against the effects of
unemployment. It has neither been a major govern-
ment policy nora widespread initiative. Therefore, no
cash orin kind payments from the public sector have
existed in the country.
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Nonetheless, Somalis have alays used  tra- TABLE 1. Key social and economic indicators

ditional means of supporting each other, especially

through clan associations. Clan members who find 2002
lthemselves destitutelare Iexempted from contribut- Average life expectancy (vears) 47
ing to the clan contribution system and may even ) .

. R . Population (million) 6.8
qualify for assistance through collective means. - -

This contribution-based welfare is basically Per capita household income (USD) 226
voluntary but it helps community members to sur- Extreme poverty (%) 432
vive together. This is why the impact of the civil war Infant mortality rate (per 1,000 live births) 132
‘(’i"aS eanl'y absorbed FhrO‘:gh Cl'a”'bafsed h(ilpl" 1t | nder-five mortaliy rate (per 1,000 live births) 224
. erlyes rom .a Centurle§ odeu tlure 0 Ipeop e Maternal mortality rate (per 100,000 live births) 1,600
ing in nomadic pastoralism and in relatively harsh
environments. HIV/AIDS prevalence (%) <1

. . Population with access to health facilities (%) 54.8
Somali Revolutionary Youth Doctors (per 100,000 persons) 0.4
During th.e folrlmer gov:,rnmgnlt, the st?te mar::hin— Adultliteracy (%) 192
ery occasionally created special camps for orphans. )

. . G hool Iment (% 16.9
These could only admit a few hundred children ross primary school enrolment (%)

. . . i T 0
through unclear selection criteria, but they were | Population with access to safe water (%) 205
nominally considered to be children who lost their Population with access to sanitation (%) 49.8
parents and had no guardians to care for them. Unemployment (%) 47.4

The military regime was happy to have such
camps because it guaranteed the generation of fu-
ture revolutionaries and that is why the children at
the orphanages were called the Somali Revolution-
ary Youth, which was supposed to be associated
with the Somali Revolutionary Socialist Party, the
then single ruling party.

Today’s youth, and especially those from poor
families, face many threats. Child rape victims, es-
pecially in internally displaced people camps, are not
uncommon, with 12% of adults and 6% of children
admitting to having first hand knowledge of this type
of violence. Children continue to be involved in militia
groups with 5% of children reporting that they or
their siblings had carried a gun or been involved in a
militia. Meanwhile, 19% of children report that they
or their siblings had worked on the streets at one
time, with poverty being the reason for doing so.
These children are far less likely to attend school and
are more often exposed to drug use on the street.
With 25% of the population regarding themselves
as disadvantaged, children resorting to this type of
work is not surprising (World Bank, 2006).

Ensuring access to education in Somalia con-
tinues to be a problem. Although primary school
enrolment sharply increased from 1999-2004, it
still lags below the rest of the world. According to
UNESCO, at 19.9%, it is the only country registering
avalue lower than 30%.

Girls” access to education is limited with fe-
males representing only 35% of students. Among
African countries, only Niger has a lower percentage
of girls in primary school. The reasons cited for this
low enrolment by parents and teachers include a
preference to educate boys ahead of girls in cases
where resources are limited, the need for girls to
help with the household labour, the insecurity of
girls travelling long distances to reach school, few
female primary school teachers, the continued use
of corporal punishment, and the lack of separate
latrines for girls and boys. Other reasons for low en-
rolment include displacement, the nomadic lifestyle
of many populations, and the continued conflict
(World Bank, 2006).
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Source: UNDP and the World Bank, Somalia Socio-Economic Survey, 2002; UNDP Somalia Human Development Report, 2001

Unregulated labour environment

Even during the military regime in the 1970s and
1980s, there were no laws to effectively protect peo-
ple in business activities. This is especially true of
the informal economy because the rulers always
viewed all initiatives outside their control as not in
line with the socialist principles. Labour laws and
other directives, including scaled basic salaries and
other benefits meant to help state workers, were not
extended to the private business sector.

Asylum for neighbours

Between 1960 and 1990, the successive govern-
ments welcomed immigrants and people seeking
asylum from neighbouring countries. The majority
of these came from Ethiopia and from Djibouti when
the territory was a French protectorate before inde-
pendence in 1977.

The National Refugee Agency was established
to take care of those running from wars and other
forms of hardship in neighbouring countries. It usu-
ally coordinated the efforts of the Somali state and
the international bodies willing to help the refugees.

Although most of those refugees were camped
outside urban centres, more credible asylum seek-
ers were offered reasonable accommodation and a
means of livelihood. Those who received such hos-
pitality include the current prime minister of Ethiopia,
Atto Meles Zenawi, and former Burundian president
Michael Bujumbura.

Only the promise of social benefits

Today, 43% of the population lives below the poverty
line of USD 1 per day at purchasing power parity,
which is equivalent to SOS 18,000 at the current
exchange rate (World Bank, 2006). After 16 years of
civil war, it is hard to imagine the new government
embarking on a programme to help the people living
under the poverty line. However, the leaders of the
Transitional Federal Government are always promis-
ing to develop a political agenda that supports the
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poor, especially through the achievement of the Mil-
lennium Development Goals (GCAP, 2006).

Stability first step towards social security

Somalia is currently at a very crucial stage whereby
forces are battling for the rebirth of the lost state-
hood. Unfortunately, conflict continues to take its toll
on the civilian population as warring parties resort to
settling their differences through the barrel of a gun.

The international community appears to be urg-
ing Somalis to come to the negotiating table and
clear their differences through peaceful means. Only
a stable country can embark on a quest for sustaina-
ble developmentand the provision of adequate social
welfare, including the right to social security serv-
ices, asocial pension scheme, health care, child care,
maternity care and the protection of immigrants and
asylum seekers.

Civil society activists in Somalia firmly believe
that there are sufficient resources available but
what is needed is good governance, appropriate
technology and human-centred development poli-
cies to overcome the chronic lack of social security
Services. m
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B SPAIN

Weaknesses and new rights

Plataforma 2015 y mas’
Pablo José Martinez Osés

One of the basic pillars of Spanish social security
is that it is universal, and provides access to con-
tributory and non-contributory pensions for all. The
system is based on compulsory contributions to
a common fund, and benefits are paid in accord-
ance with different categories based on labour and
personal circumstances. In 1995 the government
signed the Toledo Agreement (still in force), which
established the separation of funding sources; this
means that contributory pensions are financed from
contributions and non-contributory pensions from
the general state budget.

However, comparisons with the figures for the
15 members of the European Union before the 2004
enlargement of the bloc (EU-15) reveal certain weak-
nesses in this social protection system. Spain is still
enjoying greater economic growth than the Euro-
pean mean, and average wealth as income per capita
stands at 91% of the average for the EU-15.2 But so-
cial spending per capita is only 62% of the average for
these 15 countries. According to EUROSTAT (2006),
in 2003 Spain allocated 19.7% of its GDP to social
protection, while the figure for the EU-15 group was
28.3%. Expenditure for the most vulnerable sectors
(the elderly, the disabled and the very poor) comes
to only 9.8% of GDP, which means Spain is second
to last in the EU-15 ranking. In contrast, Sweden al-
locates 17.6% to this sector, and Germany 14.7%.

The amounts that are actually paid in social se-
curity pensions follow the same pattern. The average
contributory pension in Spain comes to only 68%
of the EU-15 figure, and non-contributory pensions
stand at only 46% of the average for the EU-15.°

The debate about the viability

of the social security system

There is concern in Spain, as there is in the rest of
Europe, about how financially viable the pension
system will be in the decades to come, given that

1 Plataforma 2015 y mds unites the efforts of 14 Spanish non-
governmental development organizations (NGDOs) working
to raise awareness and promote change in international
policies. It is a member of the Spanish Social Watch
coalition. <www.2015ymas.org>

2 From79.4%in 1997.

3 Both comparisons take account of the amount of pension
received by retired persons in comparable situations.

04-Pai’ses_in (143-248).indd 226

In Spain, per capita social expenditure is below the average for the 15 EU member countries before
the 2004 expansion (EU-15), and the government has to face the challenge of closing this gap. Since
1998 the country has accumulated a social security surplus, which is a compelling argument against
proposals to privatize social insurance and thus divert resources from the public treasury. In the social
sphere, new rights such as those of people who are dependent on care have been recognized, but it will
be difficult to implement measures to satisfy these new demands.
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the population in general is ageing. The so-called
demographic dependency ratio* could rise with the
increase in life expectancy, and this would mean that
contributions from the active population would be
insufficient to cover the costs of the system. The
European Commission has issued statements to this
effect,® warning of the danger of the system collaps-
ing, and it is coordinating an exchange of informa-
tion among EU countries about reforms to European
pension systems.

But what is involved here goes beyond just
bringing the amounts paid and the coverage pro-
vided in the Spanish system up to the levels of the
European average. Another related aspect of the
situation is that private business sectors close to the
spheres of power (Sdez and Taguas, 2007)° are pro-
moting the idea that pension reform should involve
the privatization of social insurance. The proposal
is to replace the present payments system with an
individual capitalization system in which each work-
ing person would subscribe on an individual basis to
a private pension plan. In fact, private pension plans
that are voluntary and complementary to the univer-
sal public system —and that involve tax incentives
—are already in operation.

These proposals would mean gradually ex-
tending privatization, and the suggestion is that
public protection should be reduced to a common

4 The ratio of the population under 15 years of age and 65 and
older to those aged 15 to 64.

5 Forexample, COM (2001) 362 final, of 3 July 2001.

6 David Taguas is currently in charge of the Economic Office of
the Presidency of the Spanish government. The same idea is
dealt with in an editorial in £/ Pais, “Augurios de crisis”, 12
February 2002.
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minimum while two other systems (one compul-
sory and the other voluntary) involving individual
capitalization with private organizations would be
set up. Besides this, there is also a move to raise
the retirement age from 65 to 70. These changes
would open the door for banking organizations, sav-
ings funds and life insurance companies to get their
hands on this enormous goldmine of resources that
is currently administered by the public treasury, and
the usual arguments about greater profitability and
efficiency have been used to support this idea (Nav-
arro, 2007).” However, these proposals run counter
to the recommendations of the above-mentioned
Toledo Agreement, and they are not accepted by the
present government or stakeholders.

A bill was brought before parliament recently
proposing that the reserve fund of the pension sys-
tem (which is fed with surpluses from the social se-
curity fund) be quoted on the stock exchange and
be administered by private financial organizations,
in line with principles of security, profitability and
social, economic and environmental responsibility.

These proposals threaten to undermine a
mechanism that helps to guarantee social rights and
foster the redistribution of income, and they ought
to be duly examined and responded to. In spite of
the frequent predictions that the pension system is
headed for collapse, the fact is that since 1998, the
Spanish social security system has actually accumu-
lated a surplus. There are various reasons for this,
including a massive influx of women and immigrants
into the labour market, which has the capacity to
absorb even more. If women’s participation in the

7 Vicens Navarro holds the Chair of Public Policies at the
Pompeu Fabra University, Barcelona, Spain.
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Spanish economy was at the level of the European
average, nearly three million more women would
jointhe labour market as new contributors. It follows
that if the government invested in programmes to
promote the labour insertion of women and immi-
grants, this would serve to consolidate the present
pension system.

The argument about increased profitability is
clearly questionable, since numerous studies have
shown that the costs of running private individual
capitalization systems are much higher than those
of public social security, and what is more, the cost
of a changeover from one system to the other could
amount to as much as 10% of GDP.

In response to this pressure for privatization,
even if we accept the prediction that the pension
system will eventually collapse, there are other al-
ternative ways to ensure that it will remain viable in
the future. The tax burden in Spain (the percentage
of taxes over GDP) is still among the lowest in the
EU-15 countries, so income from this source could
be increased —preferably inthe form of progressively
incremented income taxes, since this contributes to
the redistribution of wealth. Another measure could
be to promote a lengthening of active labour life
beyond the age of 65 with the option of flexible time-
tables for those who wish to continue working.

New rights, new challenges

New laws have been enacted in Spain recently
to permit same-sex marriages and to effectively
ensure equality between women and men; these
broaden the recognition of rights and incorporate
measures for ‘positive discrimination’. Meanwhile,
in November 2006, Congress passed the Law to
Promote Personal Autonomy and Care for Persons
ina Situation of Dependency (the Dependency Law)
which covers care for the elderly and people living
with serious disabilities who find it difficult to cope
for themselves in everyday situations. This sets
up a scale for evaluating the seriousness of cases
of dependency so that support can be provided.
Thus, with the Dependency Law, Spain is recog-
nizing a new right that is universal, subjective and
completely effective: the right of people who cannot
look after themselves to be cared for by the state.
In addition, remuneration will be paid for services
that up to now have usually been ‘invisible’, tasks
involving family care that fall mainly to women (and
also immigrants) and which are not given a valua-
tion in the sphere of work. This law has been called
the fourth pillar of the welfare state, butin factit only
amounts to a part of that pillar, which also consists
of other social services.

The Dependency Law is important because it
recognizes a right for 1,125,000 people (IMSERSO,
2004), and this figure will undoubtedly rise in the
years ahead. Implementing the law means a whole
series of big challenges will have to be met, particu-
larly since social and health care services are very
decentralized. This will involve not only economic
transfers, some of which have already been enacted,
but also mechanisms for interregional coordination
and support, which have been poorly developed up
until now.
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PROGRESS MADE AND CHALLENGES PENDING IN DEVELOPMENT
COOPERATION IN 2006

Intermén Oxfam
Isabel Kreisler

According to data from the Development Assistance Committee (DAC) of the OECD, in 2006
Spain increased its official development assistance (ODA) by 20.3% over the 2005 figure. This is
a significant rise, and it confirms the upward trend in Spanish foreign assistance and the country’s
commitment to reaching the Millennium Development Goals. Spain’s contribution of EUR 3.03 bil-
lion (over USD 4.12 billion) put it in eighth place in the ranking of donor countries. In relative terms,
this came to 0.32% of gross national income (GNI) in 2006. For the first time Spain contributed
more than the mean for DAC donors (although total DAC assistance fell by 5.1% against the previ-
ous year, the first ODA decrease since 1997).

These data showing a quantitative increase in ODA are a good sign, but two serious reserva-
tions must be borne in mind. First, Spain has not complied with its own timetable for increasing
ODA, in which a figure of 0.35% of GNI was set for 2006 as a prior step to reaching 0.5% in 2008.
Nor has it complied with the commitment agreed by the European countries to allocate 0.33% of
GNI to international cooperation in 2007 (having fallen short by 0.01%). Second, as is the case
with the other donor countries and as has happened in previous years, the official figure for ODA
has been inflated by debt forgiveness operations. If we considered these amounts separately (as
the donors themselves recommended in 2002 in the Monterrey Consensus), Spanish ODA in 2006
would be only 0.28% of GNI.

For Spanish cooperation agencies, another significant development in 2006 has been the
large sums contributed to international bodies, mainly to the United Nations system. Again,
while this demonstration of a commitment to multilateralism on the part of the government is
welcome, the question arises as to whether it can sustain these payments and whether it can
obtain guarantees that this assistance is used in the most effective way. What the government has
done amounts to handing over a blank cheque without any pre-established strategic framework
to supervise how the funds are employed. All in all, the quality of Spanish ODA is still an area that
needs serious attention.

Some progress has been made. Like the rest of the DAC donor countries, Spain has formally
adopted the commitments stemming from the Paris Declaration, and it has developed sectoral
strategies which should help to improve how assistance is managed in the near future. However,
as regards the quality of assistance, itis still very worrying that new foreign debt is being generated
through mechanisms that are long overdue for reform like Development Assistance Fund (FAD)
concessionary credits that are linked to exports by Spanish companies and are counted as ODA, or
the Spanish Export Credit Insurance Company (CESCE) credit insurance schemes.

If the government is to make good on its commitment to international cooperation, and if a
coherent development policy is to be sustained, these instruments need urgent reform. Future
increases in ODA will have to be met by consolidated expenditure from the national budget and
not depend on volatile expedients like forgiving foreign debt or the ability of debtor countries to
repay credits, which is how Spain’s obligations to multilateral bodies are being discharged at the
presenttime. m

The law will be implemented progressively,
beginning in 2007, until the entire dependent popu-
lation is covered in 2015. This will call for budget
allocations that will amount to more than EUR 12
billion (USD 16.34 billion) by the end of the eight-
year cycle, which is slightly more than 1% of GDP.
Successful implementation of this commitment
will require far-reaching political and regional
agreement.

The new law might expose the fact that, in Spain,
thereis a serious lack of infrastructure adapted to the
needs of this population sector, and unfortunately
there is no commitment in the offing to make this
kind of investment.
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Cooperation for development:
pending consolidation

In 2006 Spanish official development assistance
(ODA) continued to increase, and efforts to gear aid
to the fight against poverty continued. In addition, at
the end of the year the Foreign Debt Law was enacted,
which linked some elements of debt management to
the fight against poverty. This law ought to be applied
promptly to consolidate its provisions, mainly those
that have to do with modifying the mechanisms that
generate foreign debt, namely the Development As-
sistance Fund and the Spanish Export Credit Insur-
ance Company (CESCE).

(Continued on page 245)
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B SURINAME

Stifled in development and scared of getting old

Stichting Ultimate Purpose
Maggie Schmeitz

The Constitution of the Republic of Suriname men-
tionsajustdistribution of nationalincome as ameans
of extending well-being and prosperity over all seg-
ments of the population as one of the social goals of
the state (Article 6). It instructs the state to create
the necessary conditions to meet such basic needs
as work, food, health, education, energy, clothing
and communication (Article 24). The state is also
obliged to protect workers, with special attention for
women during and after pregnancy, minors, the less
able, and people working in straining, unhealthy or
dangerous circumstances (Article 29). It recognizes
work as the most important means for human de-
velopment (Article 25), while instructing the state to
define social security policies for widows, orphans,
the elderly, people living with a handicap and people
who cannot work anymore (Article 50).

Holes in the ‘Social Safety Net’

The principles set out in the Constitution are trans-
lated primarily through the policies of the Ministry
for Social Affairs and Housing (MSAH). This min-
istry is responsible for the Social Safety Net (SSN),
targeted at groups considered unable to work for a
living, such as the elderly, children (aged 0 to 18),
and people living with a handicap, as well as (poor)
female-headed households and other households
living in poverty (MSAH, 2007, p. 1).

The material assistance offered through the SSN
includes general services provided to any household
meeting the obvious criteria (households with minor
children, persons aged 60 and over or living with
a handicap), regardless of income, such as child
support, old age pension, and financial assistance
for the disabled. There are also services specifically
aimed at households living in poverty, such as fi-
nancial assistance, free medical aid, the child food
programme and the school necessities programme
(MSAH, 2007, p. 2).

The first thing to be observed about the differ-
ent forms of material assistance to households and
people living in institutions is that the actual amount
of money distributed is so low that it renders the
service almost obsolete. For example, in the event
of unemployment, a household composed of two
adults and two children would receive as financial
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the sustainability of social security programmes in the future.
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The Social Safety Net intended to provide the population with the social protection measures
guaranteed by the Constitution is currently riddled with holes. The benefits paid out are so minimal as
to be ineffectual, while services such as free health care are used by many individuals who do not need
them, but are unavailable to some who do. Meanwhile, low employment rates lead to concern about
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assistance USD 3.27 per month (MSAH, 2007, p. 4).!
Incomparison, the poverty line for such a household
varied between USD 365 and USD 429 over the years
2005 to 2006 (GBS, 2006).2 It is sad to see that peo-
ple actually do still apply for this kind of assistance,
because the bus fare to get there in most cases will
be 50% of the benefit received.

Other things to be observed in the functioning of
the SSNin recent decades are a lack of adequate coop-
eration and coordination between different services, a
lack of standard criteria and a central data bank, and
high administration costs (MSAH, 2007, p. 3).

Free Medical Aid for whom?

The provision of Free Medical Aid (FMA) cards helps
toillustrate some of the social security system’s cur-
rent shortcomings. Persons who are eligible for FMA
are divided into households with a monthly income
up to USD 14.55 (so-called indigents) and the slight-
ly better off with a monthly income between USD
14.55 and USD 29.09 (insolvents). These criteria
have not been linked to inflation over the last five
years, despite significant rates of inflation.

In his report on health sector reform, Hindori
(2003, p. 10) maintains that FIMA cards should only
be available to 5% of the population, but they have
in fact been issued to 30%. It was calculated that
36% of households receiving this card could not be
considered poor, while 23% of the households that

* One of the BCI components was imputed based on data from
countries of a similar level.

1 Amounts in Surinamese Dollars have been transformed in US
dollars using the exchange rate of SRD 2.75=USD 1.

2 The poverty line used is based on a food basket with 28 items
(GBS, 2001).
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wereconsidered poor did not receive it, nor any other
form of health insurance.

The number of FMA card users rose from
111,814 in 2002 to 165,510 in 2006, which dem-
onstrates that an increasing number of households
continue to be issued this card, while in fact no one
in Suriname could be expected to still be breathing
on an income below USD 30 a month. When com-
pared to the total population — 492,829 according to
the 2005 Census Report — we find that one third of
all Surinamese people are using a Free Medical Aid
card meant for the poorest of the poor! The figures
seem to prove what everybody already knew from
experience: people who are not covered by the state
health insurance fund and are not willing or able to
pay for private insurance opt instead to buy or ‘lie’
themselves an FMA card.

According to the results of the last census
(shown in Table 1), the National Health Insurance
Fund (SZF) covers only 21.3% of the population, and
the overwhelming majority of this group consists of
civil servants. Being insured is the reason for many
people to stay with the civil service, even if they are
engaged in much more profitable entrepreneurial
activities outside (GCAP Action Group, 2005). The
tradition of political parties ‘rewarding’ supporters
after elections with a civil service job puts extra strain
on the already small financial base of the SZF. As a
result, poor availability of drugs, poor service, forced
extra charges, long waiting times and inconvenient
clinic operating hours are frequent complaints of SZF
clients (Hindori, 2003, p. 7-8). Such complaints are
even more common among FMA card holders.

It is interesting to note that in self-reporting,
the percentage of FMA card-holding households
(23.3%) is much lower than in accordance with
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TABLE 1. Coverage of health care costs

Payment of health care

SZF (civil servants)

SZF (self-employed)

MM (covering interior)*
Free Medical Aid

Employer

Private insurance

No insurance (self-paying)
Other/don’t know/no answer
Total

Absolute figures As % of population

96,248 19.5%
8,826 1.8%
30,657 6.2%
114,740 23.3%
49,396 10.0%
17,070 3.5%
93,342 18.9%
82,550 16.8%
492,829 100.0%

to people in the interior of Suriname.

* The Medical Mission (MM) is an NGO delegated by the government to provide primary health care services

Source: General Bureau of Statistics (2004). Seventh General Population and Housing Census of Suriname.

MSAH registration records (32%). This could be
due to a relatively high mobility between the group
without insurance and the FMA-covered group (Hin-
dori, 2003, p. 22). That being said, the percentage of
people with no insurance (18.9%) and people who
do not know whether they are insured (16.8%) is
alarmingly high. Both groups combined add up to a
total of 35.7% of the population. These people with
no access to insurance are typically informal sector
workers, people who are (temporarily) unemployed,
people working for businesses without health insur-
ance as part of their labour agreement, or undocu-
mented immigrants.

Ablessed old age?

Suriname has had a General Old Age Pension
scheme (AQV) since 1973.% To qualify for this pen-
sion, one must live in Suriname, have reached the
age of 60, and have Surinamese nationality. Statis-
tics show a steady rise in the number of pensioners
from 30,000 in 1990 to over 40,000 in 2005 (Jubi-
thana, 2007a). In 2004, the number of pensioners
was equivalent to 25% of the active working-age
population. Assuming that all working people pay
their AOV premiums, this would mean that there
are four active working people to cover the costs of
one pensioner. In fact, however, people working in
the informal sector do not contribute to the scheme
(Jubithana, 2007a).

AOV was originally intended to complement
pensions received from former employment, but
in fact, many senior citizens depend on it for sur-
vival. This can be explained, first of all, by the large
segment of senior citizens who were not formally
employed and so did not build a pension, and also
by the fact that pensions are neither index linked
(with inflation) nor welfare linked (with actual sala-
ries). Employment-based pensions therefore do not
guarantee social security for the majority of senior
citizens. Jubithana (2007¢) suggests that social jus-
tice should be served better by creating a ceiling for
senior citizens with a good pension. Itis indeed ironic
that the beneficiaries of AOV in the current system in-
clude former government directors, parliamentarians

3 The system was set up by the Dutch before Independence in
1975.
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Edited version of Table 13, p. 54, in Census Report 2005.

and ministers.* A small proportion of senior citizens
(7.39%) do not receive any AQV benefits. This group
most likely includes immigrants who never obtained
Surinamese nationality.

As of January 2006, the AOV monthly benefit
payment was raised to USD 81 (GBS, 2006). The
raises implemented over a period of 15 years (1990
to 2005) have not kept track with inflation, which
means senior citizens nowadays often face a signifi-
cantly lower living standard than before (Jubithana,
2007c). This is even more striking in light of the fact
that 59% of senior citizens aged 60 to 64 and 47% of
senior citizens aged 65 and older are still the heads
of households containing three or more persons.
Jubithana (2007a) cautiously suggests that in these
cases, AOV benefits probably need to sustain more
people than the individual beneficiary. This is not at
all unlikely: welfare organizations often report on
grandparents being left with grandchildren when
a daughter or son migrates (usually to the Nether-
lands, but also from rural areas to the capital or to
French Guiana) to make a better life for themselves.
Unfortunately, the promises of “coming to get the
children after they have settled in” are frequently
not fulfilled. Contact becomes increasingly sporadic
and after a while simply stops. This phenomenon
has also been reported upon by regional women’s
organizations such as the Caribbean Association
for Feminist Research and Action (CAFRA). More
research is needed to determine to what extent this
plays a multiplying role in the problem of senior citi-
zens living in poverty and extreme poverty.

Steps towards greater social justice
and security

The government, acknowledging the non-impact of
the social protection system, declared the strength-
ening and modernizing of the SSN as a priority in its
Multi-Annual Development Plan 2006-2010. With
support from the Inter-American Development
Bank (IDB) a technical cooperation programme was
started up, resulting in an Institutional Strengthening

4 Inthe current system, a person who has served as a
government minister for at least one yearis eligible for a
pension equalling 40% of the highest salary of a permanent
secretary (Jubithana, 2007b).
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Assessmentand a Social Safety Net Reform Strategy.
The main elements in the strategy are improvements
in efficiency (improvement of coordination, selection
procedures, monitoring and evaluation), capacity
building (within both the MSAH and civil society)
and stimulation of human development (education
and access to the labour market) (Blank and Ter-
borg, 2007). One important improvement so far is
the computerizing of client files by the MSAH. How-
ever, itis the stimulation of human development that
is especially crucial in attaining sustainable social
security and positive prospects for the future.

Half of working age population unemployed

Statistics show that only 50.7% of the total working
age population is employed, with an unemployment
rate of 14.7% (GBS, 2005¢, p. 36). The fact that
only 17.7% of women report being employed is a
particular source for concern. In the non-economi-
cally active group (atotal of 36.5%), women account
for the majority with 25.2%. People reporting to
be non-economically active homemakers (37,247
women versus 605 men) are dependent on someone
else’s salary and pension (if any) and are therefore
extremely vulnerable. Without being a clairvoyant, it
is possible to foresee that those in this category who
are not married (17,209) are likely to be in a client file
of the MSAH their entire lives.

Civil service employment makes up approxi-
mately 44% of total employment today, with women
holding the majority of lower echelon civil service
jobs. When the salaries of civil servants are com-
pared to the poverty line for the years 2005 to 2006
for a household with two adults and two children
(USD 365 to USD 429) (GBS, 2006), we find that
65% of them (24,292 out of a total of 37,303) earn
an income that places them below that poverty line.
The massive hiring of lower level civil servants, espe-
cially after elections, is the way in which successive
governments hide the real unemployment and the
fact that little to nothing is done to boost production
and entrepreneurship (Schmeitz, 2006).

The Constitution of Suriname recognizes work
as the most important means for human develop-
ment (Article 25). The state has ratified all the main
international conventions regarding equal opportuni-
ties and access to employment. We need all the skill,
talent and labour that we have to create a socially just
society for all of us. If the trend of rising numbers
of clients of social services continues, beneficiaries
might very well outnumber working people in less
than 50 years. Then we will all be stifled in develop-
ment, and scared of getting old. m
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B TANZANIA

International obligations remain unfulfilled

SAHRINGON -Tanzania Chapter
Richard Shilamba

Tanganyika attained independence from British rule
on 9 December 1961 and became a member of the
United Nations that same month. For its part, Zan-
zibar became independent on 10 December 1963,
and joined the United Nations shortly after. On 26
April 1964, after the Zanzibar revolution of January
1964, the governments of Tanganyika and Zanzibar
merged the two countries into one, the United Re-
public of Tanzania, which became a single member
of the United Nations on 1 November 1964.

The country has ratified a number of UN treaties
guaranteeing the right to social security to all, includ-
ing the International Covenant on Economic, Social
and Cultural Rights of 1966, which stipulates in Ar-
ticle 9: “The States Parties to the present Covenant
recognize the right of everyone to social security,
including social insurance.”

It was further established in the Constitution
of the United Republic of Tanzania of 1977 that “the
state authority and all its agencies are obliged to di-
rect their policies and programmes towards ensur-
ing ... that human dignity is preserved and upheld
in accordance with the Universal Declaration of
Human Rights.” The Declaration clearly guarantees
in Article 22: “Everyone, as a member of society,
has the right to social security and is entitled to
realization, through national effort and international
co-operation and in accordance with the organiza-
tion and resources of each State, of the economic,
social and cultural rights indispensable for his dig-
nity and the free development of his personality.”
In addition, Article 11(1) of the Constitution reads:
“The state authority shall make appropriate pro-
visions for the realization of the person’s right to
work, to self education and social welfare at times
of old age, sickness or disability and in other cases
of incapacity.”

The need to submit reports to treaty
monitoring bodies

All states parties to the International Covenant on
Economic, Social and Cultural Rights are obliged
under Article 16 to submit regular reports to the
Committee on Economic, Social and Cultural Rights
“on the measures which they have adopted and the
progress made in achieving the observance of the
rights recognized therein.”
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a fraction of the population.

Tanzania has signed numerous international treaties guaranteeing the right to social security for all, and
the International Labour Organization maintains that the country can afford to provide modest levels
of countrywide social security protection for all its citizens. For the moment, however, social security
schemes are largely limited to those working in the formal sector of the economy, who represent only
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Although Tanzania ratified the Covenant on 11
September 1976, and by doing so, was obliged to
submit its initial report within two years of that date
and thereafter after every five years, the government
submitted its initial report on 10 September 1979,
and since that first report —a full 28 years ago now
—the government has not submitted a single periodic
report to the committee.!

Furthermore, both Articles 9 and 11 of the
country’s constitution, which guarantee the right
to social security as per the Universal Declaration of
Human Rights and “appropriate provisions for the
realization of the person’s...social welfare at times
of old age, sickness or disability and in other cases
of incapacity,” respectively, fall outside of the Bill of
Rightsincorporated in Chapter |1l of the Constitution,
which makes the right to social security unenforce-
able in the country.

We strongly recommend that the government
comply with its obligation to submit periodic reports
to treaty monitoring bodies, in order to maximize
and facilitate the fulfilment and implementation of
international treaties guaranteeing the right to social
security. In addition, the government needs to incor-
porate the right to social security in the constitutional
Bill of Rights, so that people are able to seek redress
of their violated social security rights through court
and non-court processes.

The right of unemployed people

to enjoy social security

The current social security laws and schemes cover
only people employed in the public and private for-

1 <www.unhchr.ch/TBS/doc.nsf/newhvsubmittedbycountry?0
penView&Start=180.1&Count=15&Expand=180.4#180.4>
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mal sectors, who account for only a fraction of the
country’s population of 34.5 million people. Accord-
ing to the most recent government labour force sur-
vey, of the 15.3 million people employed, 84% were
employed in traditional agriculture, 6% in the infor-
mal sector, 4% in the private formal sector, 3.5% in
domestic work, 2% in government, and 0.5% in the
parastatal sector.?

The Parastatal Pension Fund (PPF), created by
Act No. 14 of 1978, provides social security services
to employees of parastatal organizations, govern-
ment agencies, privatized parastatal organizations
and private companies not covered by any other
social security fund. Contributions are made to the
PPF on a monthly basis, and are calculated as 20%
of the employee’s salary, which can be divided in
two ways: 5% contributed by the employee and
15% by the employer, or 10% contributed by each.
Employers are required to submit both their own
contribution and their employees’ share (deducted
from their salaries). The PPF also operates a sepa-
rate scheme known as the Deposit Administration
Scheme, geared to employees who are working on a
contractual or part-time basis.

For its part, the National Social Security Fund
(NSSF), created under Act No. 28 of 1997, is a com-
pulsory scheme which covers all employees in the
private sector, including employees of companies,
non-governmental organizations, embassies based
in Tanzania employing Tanzanians, and associations
and organized groups employing people in the in-
formal sector, as well as government and parastatal

2 <www.tanzania.go.tz/economicsurvey1/2002/part1/
humanresources.htm>

3 <www.ppftz.org>
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employees on operational services and temporary
employees. Under this scheme, NSSF administers
and pays to qualified insured individuals both long-
term or pension benefits (retirement pension, inva-
lidity pension, survivors pension) and short-term
benefits (funeral grants, maternity benefits, employ-
mentinjury/occupational disease benefits and health
insurance benefits).*

The National Health Insurance Scheme (NHIS)
covers only central government employees along
with their spouses and up to four children or legal
dependants. It is mandatory for these employees to
contribute to the NHIS. The required contribution is
6% of the employee’s salary, divided equally between
the employee and the government.

Meanwhile, the Community Health Fund (CHF),
set up under the Community Health Fund Act of
2001, is basically a district-level prepayment scheme
for primary health care services, targeted at the ru-
ral population and the informal sector. A household
joins the CHF by paying an annual membership fee
to gain unlimited access to outpatient services at
CHF participating facilities. Families that cannot af-
ford to pay the annual membership fee are supposed
to obtain a free CHF card. In practice, voices from
the field show that CHF membership contributions
are very low and largely declining, leaving the un-
employed in rural areas without any reliable social
security coverage.’

In terms of human rights and social justice,
the unemployed need to be included in the social
security mechanisms enjoyed by the small minority
employed inthe formal sector (Van Ginneken, 1999).
The Social Security Department of the International
Labour Organization (ILO)® maintains that Tanzania
can afford modest levels of countrywide social secu-
rity protection for all its citizens, both unemployed
and employed, so as to cover at least basic health
care, access to schooling and basic pensions (i.e.,
old age, invalidity and survivors’ pensions). The lat-
ter two in particular are major instruments in com-
bating the social fall-out of HIV/AIDS. According to
the ILO, such a modest government package would
cost less than 6% of Tanzania’s GDP.

Numerous countries around the world have es-
tablished unemployment compensation schemes to
assist workers who have lost their jobs through no
fault of their own with monetary payments foragiven
period of time or until they find a new job. This com-
pensation is designed to give an unemployed worker
time to find a new job equivalent to the one lost with-
out major financial distress. In Tanzania, however,
people who lose their employment are entitled only
to termination benefits. The government has not
yet ratified either the ILO Unemployment Conven-
tion (C2) of 1919, which proposes measures for
“preventing or providing against unemployment,”
nor the Unemployment Provision Convention (C44)

4 <www.nssf.or.tz/services.php>

5 Participants remarks, SAHRINGON-Tanzania Public
Expenditure tracking system feedback session, May 2007,
Babati.

6 <www.ilo.org/public/english/protection/secsoc/projects/
africa.htm>
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of 1934, which establishes guidelines with regard to
unemployment insurance and other forms of relief
for the unemployed.

We strongly urge the government to ratify and
implement all ILO conventions guaranteeing the right
to social security forthe unemployed, and to introduce
a social security scheme geared to this purpose.

... and of rural women, particularly mothers

Tanzania has ratified the UN Convention on the Elimi-
nation of All Forms of Discrimination against Women
of 1979. Article 11 of the Convention provides that
“States Parties shall take all appropriate measures
to eliminate discrimination against women in the
field of employment in order to ensure, on a basis
of equality of men and women, the same rights, in
particular... the right to social security, particularly
in cases of retirement, unemployment, sickness,
invalidity and old age and other incapacity to work,
as well as the right to paid leave.”

According to the 2002 Population and Housing
Census, Tanzania has a population of 34.5 million
people, of whom 77% live in rural areas while the re-
maining 23% are in urban areas. Women constitute
51.1% of the entire population (17.6 million).”

Women face extra responsibilities and risks,
such as those involved in childbearing, which re-
quire extra social security protection. Late Tanza-
nian President Mwalimu Julius Kambarage Nyerere
(1977) once concluded that “when a society. .. takes
care of its individuals, then no individual within that
society should worry about what would happen to
him tomorrow if he does not hoard wealth today.”
Most rural women in Tanzania are not in a position
to “hoard wealth” and live in conditions of extreme
poverty, which contributes to their risk of maternal
mortality. The high maternal mortality rate in the
country is largely due to a lack of deliberate social
security coverage for all women wherever they are,
and in particular, those living in rural areas.

Although there have been several government
initiatives, including the provision of free health care
services, insecticide-treated mosquito nets and
counselling to pregnant women, maternal mortal-
ity is both high and increasing: from 529 maternal
deaths for every 100,000 live births in 1996 to 578
out of every 100,000 in 2005.% As a partial solution,
we would recommend a GDP-based social security
scheme for rural women and particularly mothers.

More than two million AIDS orphans require
hasic services

Tanzania is a party to the UN Convention on the
Rights of the Child of 1989. Article 26 of the Conven-
tion establishes that “States Parties shall recognize
for every child the right to benefit from social secu-
rity, including social insurance, and shall take the
necessary measures to achieve the full realization of
this right in accordance with their national law.”

7 <www.tanzania.go.tz/census/>

8 H.E, AliHassan Mwinyi, former president of Tanzania
speech to a rally on 23 March 2007 to commemorate
women and girls who died due to childbirth and pregnancy
complications.
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Tanzania has an HIV/AIDS prevalence of about
7% (6.3% for males and 7.7% for females) among
adults aged 15 to 49. Urban residents have consider-
ably higher infection levels (10.9%) than rural resi-
dents (5.3%). The estimated number of people living
with HIV/AIDS is two million, and the government
has registered two million HIV/AIDS orphans. How-
ever, the number of HIV/AIDS orphans doubled from
one millionin 2003 to two million in 2005 (TACAIDS,
2005) which means the current number is almost
certainly considerably higher and increasing.®

In view of the large proportion of the population
made up by children® and the growing number of
orphans due to HIV/AIDS and other calamities, there
is a clear need for a comprehensive social security
scheme to provide children with basic services, and
in particular, education. In trying to solve this prob-
lem, Tanzania has established social security ‘safety
nets’ incorporated into the country’s ongoing Eco-
nomic and Social Action Programme (ESAP). One
of these safety net programmes is the creation of the
Mwalimu Nyerere Educational Trust Fund, which is
being used to sponsor orphans to attend school.

In reality, however, this fund has not been able
to assist all orphans in need of education at vari-
ous levels. Some local government authorities and
schools have shifted the burden to unknown stran-
gers, as orphaned schoolchildren are seen roam-
ing offices and streets with local government letters
authorizing them to seek financial support from good
Samaritans."

It is recommended here that the international
community extend its support to assist Tanzania in
establishing a social security scheme which ensures
access for all children, including orphans, to basic
and further education, including university studies.

Unguaranteed rights of persons

with disabilities

Social security and income-maintenance schemes
are of particular importance for persons with dis-
abilities. As stated in the Standard Rules on the
Equalization of Opportunities for Persons with Dis-
abilities (1993), “States should ensure the provision
of adequate income support to persons with dis-
abilities who, owing to disability or disability-related
factors, have temporarily lost or received a reduction
in their income or have been denied employment
opportunities.”

(Continued on page 246)

9 <data.unaids.org/Topics/UNGASS2003/Sub-Saharan-Africa/
tanzania_ungassreport_2003_en.pdf>

10 The Tanzania Population and Housing Census of 2002
indicates that children under 18 constitute 50.6% of the
population. <www.tanzania.go.tz/census/>.

11 Letter from Babati District Commissioner dated 11 January
2007 with reference number DC/BBT/V.10/5/Vol.V/56 urging
good Samaritans to assist a Gidas Secondary student.
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B THAILAND

Without human security there can be no social security

The Social Agenda Working Group
Ranee Hassarungsee

The policies of Thaksin Shinawatra’s administration
from 2001 to 2006 contributed to the recurrent and
escalating violence in Thailand’s three southern bor-
der provinces, known for their sensitive cultural,
religious and racial context. Although the Thaksin
government was ousted by the 19 September 2006
coup the authoritarian mentality, particularly among
the military and police, remains. The civil society sec-
tor must create the political space needed to protect
lives and bring about social justice.

This report describes the spread of authori-
tarianism, which disregards international rules and
regulations and destroys domestic social security.
Violent responses to conflict have led to the closure
of true political space that could alleviate the dis-
pute. A case in point is the violence taking place in
Thailand’s three southern border provinces. This
structural violence requires collaborative action on
the part of civil society and the general population in
order to achieve human security in these provinces
and the country overall.

Authoritarian democracy

A variety of increasingly recognized international
standards, treaties, commitments, statements and
global forum policies is a new phenomenon in the
international community. These standard commit-
ments on human rights, international economic
relationships and environmental protection are in-
terrelated. Although these agreements may be inter-
nationally recognized, it is difficult for a country to
turn such commitments into legally binding laws.

There are numerous political and economic
hurdles inhibiting the transformation of these com-
mitments into law, and as a result, these interna-
tional standards and commitments have become
‘soft laws’ (Cassese, 2005). Additionally, with the
world overshadowed by growing violence brought
on by the threat of terrorism and war on terrorism,
the once great potential for these ‘soft laws’ and other
treaties to become international standards has been
greatly weakened (Satha-Anand, 2005).

Today’s context of growing global violence
has created a distinct political reality. The wars and
violence encountered by democratic societies at the
beginning of the 21st century are made different by
two factors. First, terrorism and the war on terrorism
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Resolution of the escalating violence in the southern provinces of the country is the first step in
addressing the issue of social security. Without human security, social security will always take second
place. Reconciliation between different religious and cultural groups is necessary in the journey
towards social security for all Thais regardless of race, culture, religion or gender.
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undermine the basis of political society, whose sense
of certainty is guaranteed by a state’s normal opera-
tion and the protection of citizens’ lives. Secondly,
without normality in political society, wider society
regresses from a sorrowful society victimized by
violent tragedy to a society eager and willing to use
violence to relieve its sorrow (Satha-Anand, 2002).
In this state of fear political solutions fade into the
background and the rights of ordinary people are
abandoned while civil society groups are gagged.

Violent reactions from the state, ordinary peo-
ple’s terror and continued vigilance help spread au-
thoritarianism. This is even the case when the gov-
ernment is elected by the majority of voters, known
as a democratic administration. The loss of human
security can lead to internal and external interest
groups taking advantage of the situation and seeking
profit from it.

Violence on the southern horder

The violent situation in the southern border prov-
inces began in 1948, eventually dying down before
heating up again in recent years. Forty-three violent
incidents took place between November 2002 and
April 2003. Most of these incidents were ambushes
and occurred mostly in the Narathiwat provinces.
0On 31 occasions the violence targeted government
buildings and officials, injuring 34 and killing 30
people. Between January and 15 July 2002, there
were 32 explosions, extortions and killings of state
officials, which took the lives of 19 police officers.
This violence was more intense than in 2001, while
the situation grew worse in 2003."

1 Personal contact with the authorities and based on an article
in Matichon Daily (2002).
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The violence taking place in the region between
2004 and 2006 can be broken down as follows: in
2004, 1,850 violent incidents took place while 2,297
and 1,622 incidents (the incidents in December were
not included) occurred in 2005 and 2006, respec-
tively. Of these three years, the highest number of in-
cidents occurred in 2005. When considering injuries
and deaths during the three-year period, more peo-
ple were injured and killed in the southern violence in
2006 than in 2004 and 2005. Approximately 1,699
people were injured and killed in 2006; 1,643 in 2005;
and 1,438 in 2004. The most recent violence saw a
rise in the number of bombings rather than arson
attacks which were previously used.

Data indicates that the public continues to be on
the priority list of targets for these violent incidents.
Considering that the conflict is a political fight for the
southern region’s identity, one would assume that
the state and its officials would be the natural targets,
as a symbolic resistance to state authority. Instead
the actual targets are ordinary Buddhist and Muslim
people, making the violence terrifying for both com-
munities (Chitphiromsri, n.d.).

Working for peace

The Social Agenda Working Group (SAWG) start-
ed monitoring disturbances in the three southern
provinces in early 2004 when it cooperated with the
Foundation for Peace and Culture to organize a Peace
Project for the Iraqi Children and held a forum on
“Peace talk by ordinary people”.

Then, in June 2004, SAWG participated in a
group study on the alleviation of violence. The group,
consisting of the Women’s Network for Progress
and Peace, the Local Eco-cultural Network, the Inter-
university Cooperation Network and the Group’s
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Secretariat of Chulalongkorn University’s Social Re-
search Institute, discussed the situation and arrived
at the following conclusions:

e Thai society has trouble with cultural diversity
and different ideologies. It is necessary to
understand the complexity of the problems.
Universities and educational institutes should
play an active role in promoting knowledge and
understanding so that people can be free from
the polarity between Buddhists and Muslims.

*  Thaisociety does not understand the three south-
ern border provinces adequately. The social and
cultural settings of these provinces are drasti-
cally and violently changing. At the core of the
problems is the fact that society does not pay
enough attention to the local people, and their
different cultures and religions. Neither can soci-
ety distinguish the urban and rural communities
or appreciate the relationship between the rural
Muslim majority and the urban population. It
cannot see the internal relations and disputes
between different generations. Nor can it see
how the traditional structure underpinning Mus-
lim communities has been replaced by external
social structures and how the local culture and
resources have been invaded by outsiders.

*  Due to this lack of understanding, Thai society
attempted to explain the problems in two ways.
One group tried to present basic facts of who
was doing what, where, when, and how, while
the other attempted to describe the reality and
answer the question ‘why?’. These two groups
must collaboratively analyze the different un-
derstandings of the situation to reach a solution
for all parties.

Social and cultural approaches

Tomitigate the problems and create peaceful well-being
inthe three southern provinces SAWG focuses on:

*  Building a horizontal relationship between peo-
ple through collaborative activities with local
communities so that ‘people can get to know
each other’ more and become less prejudiced
with the hope that this could contribute to their
peaceful coexistence.

*  Providing alternative solutions by allowing the
majority of people to participate and voice their
wider, deeper and diverse perspectives in order
to seek and learn a new way of thinking and un-
derstanding of individuals’ ideological pursuits.
No instant success formulais available for these
complex problems related to distrust and the
pursuit of violence.

e Communicating with wider Thai society is es-
sential because external factors such as deci-
sion-making process, authorities’ authoritarian
culture, public policy processes and biased re-
porting in the media have contributed to these
problems. More space should be given to dif-
ferent thinking, opinions and assumptions to
create joint social learning and urge the public
to participate in tackling the problems of the
three southern provinces in a peaceful manner.
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Family, community and human security

SAWG has also organized local forums in order to
include local peoples’ needs in the future human
security policy framework, with some of the learning
from these forums presented below.

When asked, villagers said human security
starts firstin the family, in the form of family security,
in a situation where parents and children take care of
each other. They said they attempted to strengthen
their family bonds and gain their children’s trust by
inviting Toh khru (an Islamic teacher) to perform
their Muslim daily prayer at home and tell stories
of the past to the children to build up their moral-
ity. This cultural tradition should be maintained and
promoted to help consolidate security of the family
and relatives.

To the villagers, community tradition and cul-
ture serve as protection for their community’s secu-
rity. They understand that if they let their traditions
collapse, they will never see the next world, which is
very important to Muslims.

Life security was considered to be the same as
spiritual security, which is sustained by Islam and the
pondok schooling system. The ability to constantly
and properly conduct one’s life according to Islamic
teachings and devoutly follow Muslim tradition con-
tributes to an individual’s spiritual security as well as
community unity.

Local security, the villagers pointed out, de-
pends on resource base security, whereby the sea,
peat swamps, rivers, rice fields, forests and moun-
tains provide them with plenty of food. Security can
be realized when resource management is aligned
with local ecosystems and takes into account the
villagers’ culture. Conflict over resources between
the state and the private sector on one side and the
villagers on the other is threatening the local way
of life.

As for the unrest in the three southern prov-
inces, villagers indicated that the authorities, the
government and media were not trustworthy. They
alleged that government officials collaborated in fil-
ing charges against innocent people, which brought
fear and insecurity to the villagers.

According to the villagers, the government
regards security only as the maintenance of order
and use of military forces to control the situation.
For the villagers, human security also means having
adequate food to eat and a restful sleep at night, and
their families, relatives and local communities having
these things as well.

Reporting on Reconciliation

The National Reconciliation Commission (NRC),?
submitted its report to the governmentin June 2006.
It proposed that a solution to the violence start with
an acceptance that cultural diversity and differences
do exist in Thai society. It suggested listening to the
voices of the marginalized or minority groups.

2 The NRC was a commission set up by the Thaksin
administration in March 2005 to find a solution to the
problems of the three southern border provinces. After
submitting its report to the government, NRC ended its activity
in June 2006.
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Consequently, in the southern border prov-
inces, the ‘voice’ of Buddhist Thais is important and
should be considered by the local majority Muslim
community. Similarly, the Buddhist majority ought
to pay attention to the ‘voice’ of the Muslim Malays.
When the entire country listens to the voice of the
suffering minority people, both the state and public
can collectively find ways to alleviate the violence
suffered by everyone.

The NRC’s approach to tackling violence fo-
cuses on human security and non-violence. This
means the essential use of political and develop-
ment measures, not suppression. An inter-religious
discussion process is important to promote mutual
understanding among religious adherents, and in
order to treat current wounds so that they can finally
heal. This NRC proposal is a policy attemptto fight
authoritarianism that uses violence to address prob-
lems (NRC, 2006).

A single measure is not enough to alleviate the
structural violence. In particular, the military meas-
ure that uses violence to suppress violence will force
ordinary people to deal with a situation they have not
created. SAWG recommends that the major mission
of the people and civil society sectors be to open up
political space. This space will allow non-violence to
play an active role in solving the conflict and struc-
tural violence in the three southern border provinces,
which will benefit ordinary people, whether they be
Buddhist, Muslim Thai, or Muslim Malay. =
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B UGANDA

Promises broken by weak institutions, poverty and corruption

DENIVA
David Obot

Social security or social protection is a human right.
The extent to which a population enjoys social secu-
rity depends on factors which include the country’s
legislation and policy regulation, social security fund
management, resource mobilization and investment,
beneficiary coverage, the linkage of social security
to social policy within a country’s broad economic
framework, and adherence to standards that guide
the decisions and actions of the government and
social security provider institutions. The mix of these
factors and their effectiveness determine the popula-
tion’s protection and confidence in the social security
arrangements.

This report examines Uganda’s social security
sector with regard to the effectiveness of the policies
and institutions involved in delivering services, and
also addresses future plans in the sector.

Political, economic, social
and demographic context

Uganda has a parliamentary system of government.
There are 332 members of parliament, who have re-
sponsibilities for legislation. At present, 100 of the 332
members (or 30%) are women (PoU, 2007, p. 19).

The country’s economic performance has been
affected by global economic activity, which expanded
5.5% in 2006, up from 4.9% in 2005, and has reg-
istered strong growth for the past four years (IMF,
2007). The domestic economy is estimated to have
grown by 6.5% in 2006-2007 as compared to 5.1%
in 2005-2006 (RoU, 20074, p. 5). However, accord-
ing to Uganda Bureau of Statistics (UBOS) data on
sectoral contributions to GDP, contributions from
agriculture are on the decline, as shown in Table
1. This decline in agricultural contributions to GDP
is of concern, since around 80% of Uganda’s rural
dwellers depend primarily on agriculture for their
livelihood.

Half of the children living in poverty

Over the years there have been mixed achievements
in reducing poverty. According to a UBOS National
Household Survey, 8.4 million Ugandans — close
to 31% of the total estimated population of 27.2
million — were living in poverty in 2005-2006. This
represented a decline in the poverty rate from 39%
in 2002-2003 (UBQS, 2006, p. 7).
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security arrangements, which are highly inadequate.
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Uganda has ratified various international conventions on human rights and social security, and
attempts have been made to domesticate the conventions by developing national laws and policies.
However, the limitations of the institutions currently responsible for social security services delivery,
and the high incidence of poverty and corruption pose a variety of challenges for the existing social

Gender Equity Index (GEI)

GEl =64 i Empowerment

79 81

Education Economic activity

However, a2005 report from the Chronic Pover-
ty Research Centre (CPRC, 2005) estimated that 50%
of the country’s approximately 15 million children
were living in poverty. The factors identified by the
report as responsible for poverty and vulnerability in
Uganda included inadequate social security and pro-
tection against shocks, poor health, HIV/AIDS, rapid
population growth, limited access to land, and lack
of markets. Corruption also contributes by diverting
resources necessary for enhancing the well-being of
the poor, including the sick. Uganda’s Poverty Eradi-
cation Action Plan provides a framework for poverty
reduction, and the government has also budgeted
UGX 10 billion (USD 6.1 million) for fighting corrup-
tion (Biryetega, 2006, p. 29). Improved social secu-
rity has the potential to reduce poverty by providing
safeguards that protect the most vulnerable sectors
of the population against shocks.

The right to social security

Social security legislation and policy regulation are
fundamental for effective social security in any coun-
try. Article 22 of the Universal Declaration of Human
Rights proclaimed that “every member of society
has the right to social security.”" ILO Convention 102
(1952) sets out the minimum standards of social
security benefits for old age, invalidity, survivors,
medical care, sickness, unemployment, employment
injury, families and maternity. However, these stand-
ards are of benefit to the population only if public
measures against economic and social distress are
backed by legislation, policies, regulatory frame-

1 The Universal Declaration of Human Rights was proclaimed
on 10 December 1948 at the UN General Assembly. <www.
unhchr.ch/udhr/lang/eng.htm>.
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work and systems, political will and wide population
coverage.

Uganda has ratified various UN conventions and
adopted laws and policies to provide social security
for its population. Chapter 4 of the Constitution of
Uganda provides for protection and promotion of
fundamental and other human rights and freedoms
(RoU, 1995). Ugandan legislation and policies for
social security and social protection include the
Ministry of Public Service 1994 Pension Act (Cap.
286) for retired civil servants, and the 1985 National
Social Security Fund (NSSF) Act (Cap. 222), which
established a contributory scheme for workers in the
formal sector. Other social security-related policies
being developed include the Social Health Insurance
and Community Health Insurance schemes by the
Ministry of Health, and cash transfers for the poor by
the Ministry of Gender, Labour and Social Develop-
ment. There are plans to revise the country’s pension
and social security legislation (RoU, 2007b, p. 8)
towards fulfilling ILO standards. At present, however,
the country’s social security legislation provides far
more for workers in the formal sector than those em-
ployed in the informal sector and the unemployed.

The social security sector is regulated through
the Ministry of Gender, Labour and Social Develop-
ment (MGLSD). The ministry is responsible for policy
functions, including tabling bills in Parliament for the
enactment of laws. Other ministries providing social
security-related services include the Ministry of Pub-
lic Service, for pension management, and the Minis-
try of Health, which is developing the Social Health
Insurance scheme. The NSSF and private institutions
are also involved in social security provision. The
private institutions providing social security health
services are mainly insurance companies, such as
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TABLE 1. Sectoral contribution to GDP (%)

Sector | 2003-2004 | 2004-2005 2005-2006 2006-2007
Agriculture 37.3 35.1 333 31.9
Industry 19.8 20.6 209 21.0
Services 42.9 443 45.8 471

AAR Health Services and AIG Insurance Company.?
Most services offered by private institutions are for
contributors who can afford to pay for them, leaving
the poor excluded. The total number of Ugandans
benefiting from social security is difficult to estimate
due to fragmented interventions.

The NSSF covers employees in the private
sector who work in organizations that employ five
or more people. As of 2003, a total of 1,282,994
people were covered by the NSSF scheme and its
beneficiaries numbered 8,995 (ISSA, n.d.). How-
ever, the performance of the NSSF is viewed as
below average due to management challenges, the
irregular flow of information about the status of
members’ contributions, flawed investment plans
and corruption (Osike, 2007). Contributors’ funds
currently total around UGX 500 billion (USD 305.8
million), and such a large amount of resources de-
mands careful planning and integrity in the fund
management.

Services for selected vulnerable
categories of the poor

The MGLSD is presently utilizing the Social Develop-
ment Sector Strategic Investment Plan of 2004 as a
framework for planning, implementation, monitor-
ing and evaluation of social development, including
social security.?

Efforts to provide for orphans

Protection of the vulnerable through social security
is still a problem in Uganda due to the prolonged
armed conflict the country suffered, in which chil-
dren were affected most. The MGLSD (RoU, 2004)
is currently undertaking the National Strategic Pro-
gramme Plan for Orphans and Other Vulnerable Chil-
dren: 2005-2010. The priority areas for intervention
are sustaining livelihoods, linking essential social
sectors, strengthening the policy and legal frame-
work, and enhancing capacity to deliver. However,
there is a challenge of resources for implementing
the programme effectively. Other important policy
guidelines related to children include the National
Child Labour Policy.

The challenge of pension payments

The Ministry of Public Service is responsible for the
civil service pension scheme as per the 1994 Pension
Act (Cap. 286). The pension scheme is non-con-
tributory, and covers workers from the traditional
civil service, teachers, military pensioners, widows

2 <www.aar.co.ug/>and <www.aig.com/gateway/home/1-66-
Uganda_index.htm>, respectively.

3 <www.mglsd.go.ug/images/stories/sdip.pdf?PHPSESSID=f>
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and orphans, and former employees of the defunct
East African Community. Coverage was expanded to
include army veterans from past regimes recognized
through the Uganda Peoples’ Defence Forces Act
of 2005. Benefits include terminal and severance
package payments, gratuities for contract and short
service employees, monthly pensions, and survi-
vors’ benefits for widows and orphans.

The payment of pension arrears has been a
major challenge for the government. As of March
2007, there were a total of 44,000 civil service sector
pension beneficiaries and the pension arrears ac-
cumulated had reached some UGX 289 billion (USD
176.7 million). The government has allocated UGX
200 billion (USD 122.3 million) from the 2007-2008
budget towards clearing this debt, although this still
leaves a shortfall of UGX 89 billion (USD 54.4 million)
(Mugerwa, 2007).

Other problems associated with pension pay-
ments in Uganda include inadequate institutional
capacity for effective service delivery, delayed pay-
ments of benefits, the low value of actual pension
packages, the inability to meet basic needs from
the benefits, and high transport costs for collecting
payments.

No special protection for refugees
and immigrants

The Refugee Act of 2006 and Immigrants Act of 1999
provide protection and assistance to asylum seekers,
refugees and immigrants, with a focus on assisting
and protecting refugees living in refugee settlements.
There are no special social security arrangements for
refugees and immigrants, and since they fall under
the category of the poor in Uganda as identified by
the MGLSD, most social security services are ac-
cessed through public institutions where resources
are usually limited.

Proposals for covering the poor

Social Health Insurance

The Ministry of Health’s National Health Policy (RoU,
1999) and Health Sector Strategic Plan (RoU, 2000)
emphasize seeking alternatives for health care fi-
nancing so that the poor and vulnerable groups are
not marginalized and excluded. The ministry is in the
process of tabling the Uganda Social Health Insur-
ance bill in Parliament with the aim of improving the
population’s access to health care. The proposed
health insurance scheme would be introduced in
phases, starting with formal sector workers, and
later expanding to include informal sector workers
and the rest of the population. The bill is expected to
be presented to the Cabinet in 2007.
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Community Health Insurance

The Community Health Insurance (CHI) initiative is
being piloted in about 10 CHI schemes in Western
Uganda. The CHI requires community contributions
to cater for medical treatment of family members at
nearby health facilities. Lessons learned from the
pilot stage will inform the Ministry of Health in the
design of the next stage of roll-out for greater popula-
tion coverage.

Cash transfer schemes

Interventions being developed by the MGLSD tar-
geting people living below the poverty line include
a proposal for cash transfers to the poorest of the
poor. Proposals at the pilot stage aim at applying
two options, in which cash transfers are linked with
improvements in schooling and preventative health
care. The MGLSD is the overall coordinator for the
design of the cash transfer scheme.

Recommendations

Given the limited scope of current social protec-
tion measures, we put forward the following recom-
mendations:

* The government should increase consultations
forthe development of the social security sector
by involving: employers and workers who make
the contributions; the government; institutions
such as the NSSF and private insurance com-
panies; investors who may plan to use social
security investment funds; direct beneficiaries
who are entitled to receive benefits from the
fund; indirect beneficiaries from the public who
depend on the earnings from social security
savings.

e The 1985 NSSF Act, 1994 Pension Actand 2000
Insurance Act should be amended with a view
to liberalizing the social security and pensions
sector, so that workers have the freedom of
choice of where to keep their social security
savings.

e The ILO Convention 102 minimum standards of
social security should be integrated into nation-
al policies for social security and protection.

e Strong penalties must be enforced on officials
who mismanage social security funds.

*  Programmes for cash transfers to the poorest of
the poor should be adopted and implemented
countrywide.

e More research should be undertaken to find
effective ways of increasing the population’s
social security coverage. m

(Continued on page 246)
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B UNITED STATES OF AMERICA
Social security: not yet social or secure
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There are two different, but related, concepts of
social security in the US. The first and most com-
mon reference is ‘Social Security’, which is written
in capital letters and is a specific federal plan that
provides small pensions for US citizens when they
retire from work. More broadly defined and applied,
‘social security’ speaks to the question of what it
means to provide the kinds of social and economic
supports that members of society require: health
care, income support, employment, unemployment
insurance, access to education, child and eldercare,
retirement and other safety net and anti-poverty
measures. This chapter looks at several of these
aspects of social security and provides a glimpse
of how far the US, despite its wealth and power,
has strayed from a national policy agenda that pro-
motes true social security and the impacts of this
troubling trend.

Brief historical background

The Social Security Act was passed in 1935 as part
of President Franklin Roosevelt'’s New Deal. It was
the first national social security program estab-
lished in the country, and included federal unem-
ployment compensation, retirementinsurance, and
federal grants for children, the elderly (over 65) and
the disabled to receive health services and voca-
tional training. Since then, the Social Security Act
has been amended to provide expanded benefits for
workers and retirees. In 1965, Medicare and Med-
icaid were established to provide health care for
those over the age of 65 and the poor, respectively.
These programs have provided important social
protections in the US. However, many of these key
programs that were set up over the years are being
undermined today.

1 Forfurther information, please contact: <aspieldoch@iatp.
org>; <Lvanderslice@verizon.net>; <acaliari@coc.org>;
<dawkinst@mindspring.com>; <Karen.Hansen-Kuhn@
actionaidusa.org>.
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Many of the key social protection programs set up over the years in the US are being undermined
today. The number of people with no health insurance has soared from 10 million to 48 million (a
seventh of the population) since 1989, and public ‘Social Security’ pensions provide a poverty-level
income for the elderly. However, despite the failure of the federal government to ensure social security
for all, citizen-led organizing and resistance has led to innovative approaches at the state level.
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One seventh of the population
has no health insurance

As one of the richest countries in the world, it is dif-
ficult to understand why health care and other social
services are not available to the entire population. In
fact, the number of uninsured is shockingly large
and has substantially increased over the last two
decades, going from 10 million to 48 million (a sev-
enth of the current population) between 1989 and
the present (Battista and McCabe, 1999; Weisberg,
2007). Concomitantly, government-led attempts to
fill the gaps in access, such as Medicaid and Medi-
care programs from the 1960s, have been consist-
ently eroded, even as indicators of infant mortality
and life expectancy have deteriorated, as compared
with those in other industrialized economies.

The lack of health care provision is perhaps the
most contentious public policy issue beside the war
on Iraq. Presidential candidates for the 2008 na-
tional election are currently putting forth their pro-
posals to reform health care in light of a furious US
public. They are furious because health care serv-
ices consume 16% of GDP, the highest proportion
in the world (WHO, 2006), yet much of the money
spent does not reach the people who need it most:
the elderly, the poor and minorities. For example,
seniors on Medicare who spend USD 3,160 yearly
on prescription drugs end up covering 66% of the
costs themselves (Public Citizen, 2004).

So where is the money going? A large chunk
of it goes to the Health Maintenance Organizations
(HMOs), the pharmaceutical and insurance compa-
nies that now control the health industry. A series of
mergers and acquisitions have led to unprecedented
concentrations of power and influence. Companies
are spending record resources to influence policy
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in favor of their business interests. The HMOs and
pharmaceutical companies are actively engaged in
lobbying political leaders. For instance, the Center
for Public Integrity found that the pharmaceutical and
health products industry spent more than USD 800
million in federal lobbying and campaign donations at
the federal and state levels to supportindustry-friendly
regulatory policies from 1998-2005 (Ismail, 2005).

Many HMOs are selective of who they will in-
sure and often reject those who need coverage, as
a means of reducing costs and increasing profits.
Moreover, certain groups are hit much harder than
others when it comes to lack of health care cover-
age. African Americans, Hispanics, the poor and
women suffer disproportionate impacts under the
current health care system. It is a challenge to find
up-to-date statistics on minority groups. However,
in 2004, statistics indicated that African Americans
were 35% more likely to die of cancer than Cauca-
sians, due in no small part to the fact that 20.1% of
African Americans were uninsured compared to just
10.7% of Caucasians. Lower income levels amongst
minority groups (47% of working adult Hispanics
and 44% of working adult African Americans were
living below the poverty line when the study was car-
ried out) make them less likely to receive employee
health care and less likely to be able to afford it on
their own (HPIO, 2004).

According to the Kaiser Women’s Health Survey
taken in 2005, 23% of women on Medicaid (almost
one in four) have been turned away by physicians
as opposed to 13% of insured women. Hispanic
women have three times the uninsured rate of white
women (38% vs. 13%) (KFF, 2005).

The common connection between all of these
groups is their economic status: both minorities and
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women make less money than Caucasian men and
are therefore less likely to receive employee health
insurance or be able to cover the cost of insurance
by their own means.

Growth in GDP and productivity
not matched by wages

Income and employment are fundamental deter-
minants of people’s social security as well. While
GDP has risen steadily in the recent past, and overall
income is up correspondingly, the distribution of
income has also worsened in recent years. In 2002,
the top 20% of US income recipients received 49.6%
of US income (average USD 160,000), while the
bottom 20% received 3.4% (average USD 11,000)
(Denavas-Walt et al., 2002). This means that the
top 20% on average had 15 times the income of
the bottom 20%. Meanwhile, 37 million people or
12.6% of the US population live in poverty (US Cen-
sus Bureau, 2005).

Over the 1995-2005 period, the output of
goods and services per hour of work (productivity)
grew at a remarkable rate of 33.4%. However, there
has been basically no wage improvement for typical
workers since 2001, even though half the productiv-
ity growth from 1995 to 2005 occurred since then.

The current unemployment rate is 4.5%. The
Hispanic unemployment rate is 40% higher than
that of whites, the African American unemployment
rate is twice that of whites, and the female unem-
ployment rate is very slightly below the male un-
employment rate. Adding in ‘discouraged workers’
(those who are not actively seeking employment
but who are willing to work full time) and those who
are working part time but would like to work full
time raises the un- (and under-) employment rate to
8.2% (US Department of Labor, 2007). Unemploy-
ment compensation continues to provide maximum
39-week benefits for workers who are unemployed.
While longer term unemployment is not covered, in
periods of high unemployment, the benefit period
has been extended.

Employees bear burden of securing
retirement income

A key element of social security is providing for
retirement and old age. Today, Social Security? re-
tirement benefits — though much greater for high
income people than low — provide only a basic con-
tribution to retirement income and must be sub-
stantially augmented from other sources, princi-
pally personal savings. For the working poor, Social
Security does provide an income, but one which, in
the absence of pensions or savings, can reinforce
poverty and even deepen it. For example, someone
who earned USD 20,000 a year immediately before
retiring would receive Social Security benefits of
about USD 9,000 per year.

Because of the shift toward private pensions in
recent years, middle to low-income employees have
an increased burden to secure their retirement. For-
merly, employees received pensionincome based ona

2 ‘Social Security’ is capitalized in this section as it refers to the
retirement pensions and is traditionally written as such.
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FIGURE 1. Changes in hourly and annual wages and productivity, 1995-2005
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certain number of years of work and based ona certain
salary (‘defined benefit’ system). Today, employers
make a contribution (usually small, such as 3% of an
employee’s wages) and employees are responsible
for investing the rest (‘defined contribution’ system).
Since many workers often do not earn enough to pay
their bills, and thus have no savings and no money left
over to invest in pensions, this system hurts the em-
ployee in the long run. The fact that corporations are
oftenable to elude their pension obligations when they
restructure or go into bankruptcy further undermines
the employee’s security.

Insufficient efforts to provide for the poor

The US enacts a minimum wage (as do individual
states) that tries to establish a floor for what can be
paid as a wage by firms. Until this year, the minimum
wage for the past 10 years has been USD 5.15 an
hour (in contrast, the wage paid to federal workers
has been raised every year over that period). With
inflation, this has meant a 26% decline in the real
minimum wage over the period. In 2006, the (of-
ficial US) poverty level for a family of four was USD
20,000 a year. With a 40-hour work week, a family
of four with one minimum wage earner would earn
USD 10,300, only half of the poverty level.

In 2007, the US Congress voted to raise the
federal minimum wage in steps over the next three
years, from the current USD 5.15 to USD 7.25 in
2009, giving low-wage workers their first boost in
a decade. Although the victory will give 13 million
workers a USD 2.10 hourly raise, it is not indexed
to inflation, which has historically risen at a much
faster rate (ACORN, 2007). Moreover, the new mini-
mum wage will result in earnings of USD 14,500
annually for one wage earner — still far below the
poverty level.

The three principal programs that provide in-
come for poor people are the Earned Income Tax
Credit, the Temporary Assistance to Needy Families
program, and the Food Stamps program.
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The Earned Income Tax Credit is the mecha-
nism through which, by filing a tax return, low in-
come people and families can receive an income
supplement. For a family of four —husband and wife
and two children —with only one parent earning the
current minimum wage of USD 5.15 an hour, the
annual family income would be USD 10,712, which
would qualify the family for a USD 4,290 earned
income tax credit. This is not enough, unfortunately,
to lift the family of four above the poverty line (Holt,
2006).

In 1996, the Temporary Assistance to Needy
Families (TANF) program replaced the Aid to Fami-
lies with Dependent Children program, which had
been in existence since 1935. The TANF program
provides block grants to states to provide assistance
to needy families. States have discretion on how to
use the funds. The number of TANF recipients fell
substantially in the first five years of the program,
in part due to a significant increase in the number
of single parents who work, but also due to other
factors, such as an inability of families to meet the
regulations. Studies of families that stop receiving
TANF assistance show that 60% of former recipients
are employed — typically at poverty-level salaries
between USD 6 and USD 8.50 an hour — while 40%
are not employed. Lack of available child care can
often keep single mothers from working, which
is required to receive TANF benefits, for example.
Other factors that undermine TANF’s contribution
to people’s security include a five-year time limita-
tion on benefits; permitting benefits to immigrants
only five years after establishing legal immigration
status; and a declining level of real funding for the
program (Coven, 2005).

(Continued on page 247)
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B ZAMBIA

Social security remains an illusion

Women for Change
Michelo Hansungule

While Zambia has accepted the normative standard,
it does not implement the universal right to social
security. The 2007 Social Watch theme raises a
fundamental issue for the millions of poor people.
For this group, which constitutes the majority of the
population, the universal right to social security, as
also prescribed in the Universal Declaration of Hu-
man Rights, is a distant dream. There is simply no
mechanismin place to ensure implementation of this
right or to make it ‘a reality’ since the country lacks a
proper and rational social system and the necessary
capacity to manage poverty.

In policy but not in practice

The country does however have some of the most
eloquently written social security policies and state-
ments as demonstrated in recent policy instruments.
For example, strategic policy interventions since the
1990s refocused government attention through the
creation of the Ministry of Community Development
and Social Services (MCDSS) as well as the Ministry
of Youth, Sport and Child Development. The aim of
the MCDSS is to respond to various international
efforts, especially at the UN level, including the Inter-
national Conference on Population and Development
in Cairo and its Programme of Action and the World
Summit for Social Development in Copenhagen.
Through these institutional structures the gov-
ernment has developed several policies towards
making medical and educational services free and
accessible for poorand vulnerable populations, such
as the elderly, orphans, children with special needs,
and children and adults with disabilities. The edu-
cational policy has banned authorities from send-
ing pupils away for not being able to pay their fees
and establishes mechanisms to provide vulnerable
children with financial assistance to pay for school
fees and supplies. It promised to establish scholar-
ships and bursaries for poor and vulnerable children,
targeting especially girls, orphans and children from
rural areas and eliminating direct costs for children
with special needs. Through the same policy, 5% of
school funds were designated for funding free edu-
cation and supporting poor and disabled children.
New health policy aims to extend free health
services to children under the age of five and adults
overtheage of 65, as well as to tuberculosis patients,
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Despite having well-developed social policy on paper, Zambia lacks a proper system to implement
the right of access to social security, making these policies as well as the international instruments the
country has ratified not worth much more than the paper they are written on. The omission of social
security from the Constitution means that the 70% of people who live in poverty have no legal recourse
to improve their situation. Meanwhile gender considerations have also been ignored, forcing women

make ends meet as best they can as they face gender discrimination in the private and public sectors.
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and people living with HIV/AIDS. The policy states
that the cost of any medical service must take into
account the person’s ability to pay.

In practice there is little sign of any of these poli-
cies and institutional systems. Zambia does not have
asystem of social grants to support those who qualify.
The few people who receive benefits do so at the dis-
cretion of authorities, rather than as the result of a
guaranteed right. Assistance is erratic and the amount
of that assistance not fixed. No clear procedures exist
on how to access assistance. There is no transpar-
ency in the administration of the grants. Government
and field staff refuse to disclose the number of social
grants beneficiaries, saying there could be chaos if this
information were disclosed. Even though the policy
has abolished school fees, however, the government
has not come in to fill the financing gap created by
the introduction of this policy. Consequently, several
schools have ignored the policy since otherwise they
could not function and parents are still being taxed
as before. Another severe problem is the fact that the
government does not remit its dues to its staff, which
severely affects the schemes.

A worrying issue is that most of these policies
are based on the Eurocentric concept of social se-
curity with great emphasis placed on money and
the government-signed social security cheque. The
social welfare policies in place at the MCDSS and in
other government ministries and departments do not
encompass African values on social welfare despite
the fact that most citizens rely on traditional African
culture to meet their social security needs. Govern-
ment social grants, although important, cannot
displace the natural system that has served people
for centuries and should have been included in the
government’s concept.
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Constitutional challenges

The Constitution poorly reflects the true situation in
the country. While the majority of people are living in
poverty, the Constitution refuses to give recognition
to this reality and make provisions for the universal
right to social security. More than 70% of Zambians
live in extreme poverty. Nevertheless, the Constitu-
tionis silent on issues that affect this majority. There-
fore it is not being applied practically to address the
reality of those living in poor and precarious condi-
tions and only remotely affects the lives of ordinary
people in the country.

There are scant references to social security
in the preamble of the Constitution in the form of
pledges. It is common knowledge that by Zambian
law, the preamble is no more than decoration. The
August 1991 Constitution which is still partly in force
“pledged the right to equal access to social, eco-
nomic and cultural rights and facilities provided by
the state...”

There were also pledges affording every citizen
the right to education sanctified by a duty on the part
of the state “to the rights and dignity of all members
of the human family” in Act 18 of the 1996 Constitu-
tion. The preamble to the 1996 Constitution “rec-
ognizes the equal worth of men and women in their
rights to participate to build a social system of their
choice.” This is the closest the Constitution comes to
the issue of access to social security.

Part 1X of the Directive Principles of State
Policy enshrines legally non-enforceable standards
bearing on several aspects which would amount
to effective access to social security. Article 112
and in particular paragraph (f) enjoins the state
“to provide persons with disabilities, the aged and
other disadvantaged persons such social benefits
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and amenities as are suitable to their needs and are
justand equitable.” This is the only line in the whole
text to explicitly refer to “benefits and amenities” for
vulnerable groups. Prior to that, there is a reference
in paragraph (e) to “equal and adequate opportuni-
ties” but paragraph (f) is the only one to address
social security in specific terms. Paragraph (g)
makes reference to culture, tradition and custom
which can be interpreted to mean that it seeks to en-
capsulate traditional social safety nets such as the
extended family system. Important as they may be,
all provisions of Part 1X or the Directive Principles
of State Policy in the Constitution are not justicia-
ble. Interms of Article 111, courts have been denied
jurisdiction to entertain any complaint based on any
aspect of this part of the Constitution. In this way,
the right of access to social security is not fixed in
the Constitution and the failure by the framers of the
Constitution to articulate these standards directly in
the Bill of Rights severely faults it. Additionally, Ar-
ticle 110 introduces a clawback clause which limits
the duty of the state with regards to sustaining the
application of the directive principles.

Furthermore, women are not reflected in the
Constitution. Despite the fact that more than 50%
of the population is comprised of women, the Con-
stitution says very little of women on issues such as
social security, and rather blatantly discriminates
against them in several ways.

With such a defective constitutional framework,
the poor have been deprived of the means with which
to legally fight social injustice. Attempts to change
this situation by rewriting the Constitution are
currently being hampered by authorities trying to
protect their own interests. President Mwanawasa
has expressed a strong desire to tailor the Consti-
tution to his liking and has consequently kept this
process close to him. The motivation behind these
actions is to protect the President from persecution
upon completion of his term in office.

Ratified by not respected

Although most international human rights instru-
ments on social security have been ratified, these
have yet to be translated into practical benefits for the
intended recipients. The following UN conventions
have been ratified by the country:

¢ International Covenant on Economic, Social and
Cultural Rights (ICESCR) ratified on 10 April
1984.

¢ International Convention on the Elimination of
All Forms of Racial Discrimination ratified on 4
February 1972.

e Convention on the Elimination of All Forms of
Discrimination against Women ratified on 21
June 1985.

*  Convention on the Rights of the Child ratified 6
January 1991.
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The country was also a founding member of
the African Charter on Human and Peoples’ Rights,
ratified in 1984.

Although Zambia has ratified a number of In-
ternational Labour Organization (ILO) conventions,
it has not yet acceded to the ILO Social Security
(Minimum Standards) Convention of 1952 or the
Workers with Family Responsibilities Convention
of 1981. There are no indications from either the
Ministry of Labour or the Ministry of Justice that the
government is contemplating acceding to these two
conventions. In practice, there is hardly any differ-
ence whether the country ratifies the instruments
or not. The instruments that the country has ratified
have no value beyond the paper on which they are
written. Although some of these instruments, such
asthe ICESCR, have been part of the legal domain for
more than 30 years, they have not led to animproved
social security environment or made an impact on
the particular situations of individuals to any signifi-
cant degree.

Gender and social security

While poverty affects all, it affects women more
than men, which is also the case of disabled wom-
en. While some policies are sensitive to gender,
the majority have no gender content. For instance,
gender was not taken into account in formulating
the policy and legislation on privatization. Likewise,
there were no women representatives on the board
of the Zambia Privatization Agency. Although priva-
tization affects women more than men, they were
not part of the conflictive decision-making process
undertaken to reconstruct the country’s econo-
my which left workers out in the street, unable to
put food on their tables. Similarly, the interests
of human rights organizations were also not
considered.

Two examples of the effects of privatization are
important to note. The hasty liquidation of Zambia
Airways — the national airline —and the privatization
of Nitergen Chemicals and Kafue Textiles brought
numerous social challenges to the population, and
particularly women. As the custodians of families
—often without independent incomes —women were
affected when their hushands lost their employment
due to the privatization restructuring policy. Many
were left without an alternative means of employ-
mentand without the necessary capacities to provide
for their families. Some women took to the streets to
undertake menial trading jobs in a bid to put some-
thing on the table. Additionally, women have been
exposed to sexual exploitation while trying to claim
their deceased husbands’ entitlements, dues from
their employers or benefits from tight-fisted social
security schemes. This is the result of defective
social welfare and privatization policies which did
notinclude gender as a central pillar of the economic
reforms championed by the government and its
allies.
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Living with social insecurity

As explained above, social security remains an illu-
sion to most people. The majority of citizens have
not been insured against future vulnerabilities such
as old age and disability, with women being the worst
victims of this neglect. In both private and public
life, women are more greatly affected by social in-
security than their male counterparts. Despite the
government’s obligation to provide social security
to its population, it has not expressed the necessary
political willingness to do so. Vulnerable people —the
majority of the population — continue to live socially
insecure lives.

This is in contrast to the several beautifully
worded policies written by the government over the
years. Looking at its policies alone, Zambia has one
of the most effective social security systems in the
world. At the same time, there is no specific legisla-
tion on social security. This is echoed by the Consti-
tution which does not guarantee the universal right
to social security. In fact, it does not guarantee any
right besides archetypal political and civil rights. This
renders the Constitution virtually irrelevant in the
fightagainst poverty. The Constitution also omits the
very important issue of gender and dignity. Instead
of being unequivocal on gender-based discrimina-
tion, the Constitution yields to the social forces that
disregarded women in the first place. Beyond nor-
mative standards, the country lacks a proper system
to implement the right of access to social security
since most of what exists is a defective and irrespon-
sive system that does not accurately articulate the
problems. The universal right to social security is still
along way from effective recognition in Zambia. s
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ARGENTINA

(continued from page 145)

We believe that the problems affecting social
integration are problems related to rights — social
and political — which are linked to the construction
and reproduction of citizenship. In consequence,
social insertion strategies must, on the one hand,
adopt a format for the transfer of economic, social,
political and cultural resources tending to strengthen
the social networks of those who are currently ex-
cluded, in order to ensure their development and
socioeconomic and political autonomy; and, on the
other hand, ensure political and institutional charac-
teristics in the government and in state actions which
are accessible and open to social preferences and
control. Essentially, it is a matter of creating condi-
tions for a citizenship which is based on respect and
the strengthening of individual and social rights. =
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BULGARIA

(continued from page 159)

In the context of pan-European objectives and
values, the foundation has been laid for achiev-
ing a more direct connection between strategy and
policies in the pensions sphere and in National
Employment Action Plans, with a view to raising
the employment rate, restricting the inflow to early
retirement schemes, increasing incentives for pro-
longing active employment and setting pension
systems on a stable financial footing.

The analysis of the Bulgarian experience so
far provides grounds for the conclusion that there
is room for a certain regulatory modification, par-
ticularly in light of the commitments ensuing for
the country from European instruments in the area
of pensions and social involvement. Above all, in
order to guarantee a dignified life for the elderly, pen-
sions (both today and in the future) should not be
a generator of poverty, and they should match the
new individual needs created by changing. Finally,
and perhaps most important of all, pension systems
must be financially healthy, autonomous, and sus-
tainable in the long term. m

BURMA

(continued from page 161)

In addition, the SPDC relocates villagers not to
use the confiscated land itself, but to undermine the
support base of armed opposition groups by sever-
ing their connections to recruits, information, sup-
plies and finances. Known as the ‘four cuts’ policy,
this military-based strategy has been implemented
by forcibly relocating villagers from contested areas
to SPDC-controlled areas, thereby isolating villagers
from resistance forces and placing them more firmly
under military control (Global IDP Project, 2005).

Recommendations

Burma is a multiethnic society with diverse cultures,
religions and traditions. Ultimately, peaceful co-
existence and the guarantee of social security for
all persons can be ensured only if the people’s right
to self-determination is respected through an ac-
countable, transparent and decentralized system of
governance. Within the framework of federalism in
which civil society exists in every constituent unit of
the union, the country must embrace a structure of
governance whereby people’s rights and needs can
be expressed and protected through institutionalized
inputs to the decision-making processes at all levels
of the administrative system. In essence, the notion
of ‘self-rule and shared rule’ must be respected.
Essentially, the state must take primary respon-
sibility for the social security of people depending on
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available natural resources, gross national income,
and state budgets, while promoting the economic,
social and cultural rights of people on one hand and
fostering the economic welfare of people on the other,
through a ‘people-centred’ approach as opposed to
‘state-centric’ development programmes. The state
is also obliged to respect and promote the genuine
principles of the rule of law with the existence of an
independent judiciary, under which corrupt practices
and abuses of power by administrative officials can
be brought to justice and a transparent society can
be established.

The emergence of civil society organizations
and institutions will help secure the right to social
security for all. As such, all oppressive laws and
other restrictions imposed on the formation and
independent functioning of civil society organiza-
tions must be abrogated, and their communications
with the outside world and among the organizations
themselves to seek assistance and cooperation on
social security matters must be institutionalized
and legalized.

Social security can also be protected when
people live in dignity with a secure livelihood. To
this end, last but not least, the state must guarantee
people’s access to the resources required, in addition
to the cancellation of legal and administrative barriers
which hinder equal rights to employment, equal pay
for equal work, and the independent formation and
operation of trade unions, commencing with the right
not to be forced to work.

Eventually, the right to social security will become
areality when the inner dynamics, interconnectedness
and interaction between the state, civil society organi-
zations and capable individuals better reflect the dire
need of the Burmese people.
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CANADA

(continued from page 163)

The Ontario provincial government recently in-
troduced an Ontario Child Benefit.

It is not yet possible to tell whether the New-
foundland and Quebec initiatives will lead either to
a cross-country provincial competition at raising
the bar of social support and/or to a national anti-
poverty strategy.

When Canada appeared before the ICESCR
Committee in 2006, the Committee expressed par-
ticular concern thatamid such a prosperous country,
11.2% of Canadians remained in poverty, includ-
ing many First Nations, immigrants, women, single
mothers and disabled Canadians. Clearly Canada had
continued to fail to fulfil its obligations to adequacy
of social supports.

Most worrying was the Committee’s assess-
ment that Canadian governments treated rights
such as the right to adequate social assistance and
the right to adequate health care as “principles and
programmatic objectives rather than legal obliga-
tions.” It noted that enforcement mechanisms for
these rights were lacking and that governments ar-
gue before courts against including Covenant rights
among those protected by the Constitution’s Charter
of Rights and Freedoms.
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The Committee underlined many of the reforms
which Canadian groups have long sought includ-
ing: social assistance at levels adequate for a decent
standard of living, increases in minimum wages, as-
sured access to employment insurance benefits and
measures addressing food insecurity, hunger, home-
lessness and inadequate housing (NAPO, 2006).

A national anti-poverty strategy might embody
these steps. Twelve years after Copenhagen, Canadi-
ans still await it. m
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FRANCE

(continued from page 173)

In March 2007, the Conference on Social Secu-
rity in Health in Developing Countries took place in
Paris. This event, which was organized as a French
initiative, developed on the reflections of the eight
wealthiest countries in the world (G8) from St. Pe-
tersburg in 2006 which called for “an acceleration in
international discussions on the practical approach-
es that permit public, private and community based
health insurance coverage in developing countries.”
We hope that this French initiative is a first step to-
wards rebalancing multilateral and bilateral aid in
the health sector, and the benefit of the reinforce-
ment of French actions in the improvement of health
systems. m
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GHANA

(continued from page 177)
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KENYA

(continued from page 189)

The National Food Policy of 1980 built on the
need for prudent and focused land reform policy as
a requisite for achieving a food-secure nation. Ses-
sional Paper No. 1 of 1986 on Economic Management
for Renewed Growth, the Household Food Security
and Nutrition Policy of 1988, as well as the National
Development Plan 1984-1988, all recognized the
need to limit the misuse of land. Through Sessional
Paper No. 1 of 1986, the government expressed its
intention to establish a National Land Commission
to review land tenure, land-use practices and legisla-
tion. This came to naught.

The government came to recognize that al-
though food may be available nationally, it may not
be accessible at the household level (GoK, 1988).?
Many factors were acknowledged to be responsible
for this situation, not least among them the fact that
a significant proportion of the Kenyan population is
malnourished as a consequence of inequalities in the
distribution of land resources, income inequalities,
seasonal food shortages and lack of education and
awareness.

2 Seealso Sessional Paper No. 1 of 1986.
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Through these policy documents, the govern-
ment stated its commitment to influencing increased
food production on smallholder farms to attain food
self-sufficiency through the development and im-
provement of land access, utilization, enhancement
of input and output markets and rural infrastructure.
Unfortunately, a great more needs to be done to live
up to this commitment. m
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MALTA

(continued from page 195)

It should be noted that in the Maltese context,
the allowances given to asylum seekers and rejected
asylum seekers could be compared at par or worse to
persons living on a ‘dollar a day’ in a poor country, if
they are not aided by charity organizations.

Official development assistance

According to the European Commission (2007, p. 164),
Malta spent EUR 7 million (USD 9.68 million) or 0.15%
of its GNI on official development assistance (ODA) in
2006. However, questions have been raised on whether
the money was actually spent on aid towards the devel-
opment of poor countries or for other purposes.
CONCORD (2007), an EU non-governmental
development organization (NGDO) platform of which
the NGDO Platform is a member, criticizes the govern-
ment of a lack of transparency on where the money
goes and to whom. CONCORD stresses that currently
Maltese ODA figures include the cancellation of Iraq’s
debt to Malta, money spent on migrants during their
first year in the country, the repatriating of migrants,
and a number of scholarships given to people from
developing countries. This money is not helping any
developing country to develop and thus should not
be counted as ODA. CONCORD further criticizes the
government for wanting to tie ODA to the acceptance
of the repatriation of migrants. The Maltese NGDO

04-Pai’ses_in (143-248).indd 242

Platform has serious reservations on this measure
and considers that it undermines the rightful focus of
ODA, namely tackling poverty. m
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MEXICO

(continued from page 197)

¢ Claims by trade union organizations presented
to the ILO Administrative Council based on vio-
lations of Convention 102: 10 claims have been
presented and are awaiting admission.

e Complaints by trade union organizations pre-
sented to the ILO Freedom of Association Com-
mittee based on violations of Convention 98 on
the right to organize and bargain collectively: 10
complaints have been presented, admitted and
combined in case 2577.™

If this type of reform is implemented in the rest
of the system (in state companies, for example), the
Mexican state will continue to contravene its national
and international obligations in respect of the right to
social security, and people will be compelled to resort
to resistance strategies and extraordinary national
and international legal mechanisms.

14 Further information available from: <www.ilo.org>.
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Challenges

* Demographic change is not the only challenge
and may well not be the principal one as the
authorities claim. Although fertility and child
mortality rates have decreased, while life ex-
pectancy has increased, effective measures to
address inequality and poverty are still needed
along with a review of the social security sys-
tem administration that is facing problems such
as: fragmentation, a lack of integral actuarial
assessment, insufficient regulation of private
stakeholders (especially financial institutions),
tax evasion and a diminishing allocation of
budget resources, while fines and surcharges
are cancelled for big companies with debts due
to non-remittance of employee/employer con-
tributions to IMSS.

* Cuts in the social security and health budget
must be prevented to avoid further worsening
of the financial crisis facing service institutions,
an increased shortage of medicines and equip-
ment and deterioration in the condition of infra-
structure and the quality of services.

* ltis essential to re-conceptualize social security
not only as a work-related benefit but also as a
human right applicable to the entire population,
in the spirit of ICESCR Article 9.

*  While the model continues to be an occupational
one, social security can only be guaranteed to
the population through policies of full and proper
employment that, among other things, widen
coverage and guarantee adequate pensions. m
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MOROCCO

(continued from page 201)

Morocco has no overall system for combating
unemployment, and an analysis of the employment
measures in place shows they are highly unsat-
isfactory. Since 1993, only 29,000 people have
participated in work experience programmes, and
the so-called ‘action-employment’ scheme has per-
formed no better. Only 66,000 young professionals
entered the labour market during this period (Min-
istry of Employment, 2006).

In the new labour code some changes were
made to labour regulations (the minimum period
to approve the closure of a factory, the setting of
indemnity rates, etc.) but in real terms the prevail-
ing legislation in this field is frail because many
categories of employees are not covered and most
enterprises ignore the law when drawing up tem-
porary contracts, granting vacation time, or when
a factory partially or completely closes down. To
make matters worse, the official bodies in charge of
enforcing current legislation do not have the means
to do their job effectively.

In the informal sector, which accounts for
20.3% of jobs inthe country, there is even less pro-
tection. Some 12.4% of the production units in the
informal economy are run by women, and only 2%
of workers in this sector are contracted employees.
Nearly half the production units (46.8%) ignore
labour regulations, and 61% pay wages that are
below the official minimum salary (Department of
Economic Security and Planning, 2003).

Challenges and the future of social
protection

The country’s largest social protection scheme de-
pends on the National Social Security Fund. Many
enterprises have managed to stay outside the system
and are unregistered. More than 67% of members
are micro-enterprises with five or less employees,
and only 38% of registered businesses work for 12
months of the year. Social security contributions
from private sector enterprises in the National Fund
regime amount to only 1.6% of the wealth produced
in the country (Centre Marocain de Conjoncture,
2003). Itis difficult for the system to make headway
inrural areas and among self-employed workers. The
Fund is hindered in its operations because benefits
are paltry and wages are low, and quite apart from
thatit does not have animage of efficiency. Therefore
itisimportant to improve the governance of the sys-
tem, not only as regards democratic processes in the
political sphere but also in the institutions that make
up the social security system, since this is where
many of the day-to-day decisions are made.

The question of social protection goes beyond
the role of the state and public institutions; itinvolves
all the components of society. The ‘social question’
should be taken into account by all the actors in-
volved, and the necessary conditions for excluded
sectors of the population to be reinserted should
be created. Civil society must intervene more ac-
tively, and indeed it is clear that a new generation of

04-Pai’ses_in (143-248).indd 243

non-governmental actors are emerging in Morocco.
Relations between civil society organizations and the
state are evolving and mutual distrust is now giving
way to the recognition that some kind of synergy
is possible. However, there are still obstacles to be
overcome before civil society can be fully involved in
strategic alliances for development. What is needed
isapolitical and legal framework that is more favour-
able to increased autonomy for NGOs, and greater
participation on the part of these organizations in the
process of designing, implementing and evaluating
decisions that can have an effect on the most disad-
vantaged sectors of the population. =
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NEPAL

(continued from page 205)

e The basic necessities of food, clothing, shelter,
education, security and health services need to
be delivered urgently with a long-term focus on
sustainable livelihoods. m
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Other significant factors include the subjectively
perceived need for a provision and the anticipated
transaction costs. A certain degree of non-take-up
appears to be inherent in provisions: people decide
not to submit a claim because the process is too
complex, especially where the amount they stand to
receive is small and they feel that they can manage
financially without the benefit. As long as entitlements
toagiven grant or benefit continue to be dependent on
the claimant’sincome and assets, and the initiative for
take-up of provisions is left with the client, non-take-
up appears to some extent to be inevitable. Transfer-
ring a minimum amount to identified clients’ accounts
could reduce non-take-up (Hoff and Schut, 2007). At
the same time, greater emphasis obviously needs to
be placed on informing people of their rights. m
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To rectify this situation there will have to be
structural reforms in the social security system. This
is easy to say but it will not be a simple process; it
will call for policies that are based on a wide consen-
sus among citizens of the country at all levels.

While this major process of change is taking
shape, there is no reason to postpone intermedi-
ate measures like the different pension schemes
granting each other reciprocal recognition, excluded
groups being systematically incorporated into the
system, the legislature dealing with the dozen or so
bills on these matters that have been shelved, the
state meeting its financial obligations to the social
security system, the coordination of services be-
tween sectors, and the implementation of policies to
cater to lower income sectors and unpaid workers.

For the system to really serve the whole popu-
lation there will have to be a complete change of
approach. m
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Final note

The long-term solution to poverty in the Philippines is
robust, equitable and broad-based sustainable eco-
nomic growth. Even if the Philippine economy seems
to be shifting to a rapid-growth track, there are few
social mechanisms in place that could pull the rest of
the population out of economic and social depriva-
tion. The reality for the vast majority of poor people
is that social services are unavailable, or are skewed
towards the needs of the rich, or are dauntingly ex-
pensive —and this drives up social inequality.

Yet social protection contributes immensely to
economic development, and the nice thing about it,
according to Obermann et al (2006), is that it can be
implemented independently of the current economic
situation. For starters, they suggest merging the na-
tional programmes with community-based health care
financing schemes, and creating the environment for
high quality care and improved physical access. Aside
from reforms in contribution and benefit structures
to remove inequities and expand coverage to the in-
formal sector, tighter oversight in the management of
social insurance funds would be necessary.

As the Human Development Network observes,
the government has a huge job to do interms of facili-
tating reliable information, standard-setting and ra-
tionalization of involved government agencies, more
vigorous encouragement of private insurance and
pension plans for overseas workers, and pushing for
bilateral agreements that protect Filipino workers’
interests abroad (UNDP, 2002).

Social protection for all Filipinos is well within
grasp: money and know-how are not what is lacking.
Rather, the commitment to act is needed to challenge
the status quo. The will to reform is key to making
social protection work, and to do this the government
must feel the heat. Civil society organizations and
private companies can pick up some of the pieces,
but only the government can reach the scale neces-
sary to provide universal access to services that are
free or heavily subsidized for poor people and geared
to the needs of all citizens — including women and
minorities, and the very poorest. Sadly, it is failing to
meet this essential need. m
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Giving back meaning to the right
to social security

During Romania’s transition from a socialist to a
market economy and preparation for EU accession,
Article 22 of the Universal Declaration of Human
Rights has been lost along the way. Today, the phrase
“Everyone, as a member of society, has the right to
social security” seems emptied of any meaning for
most of the population. Although social protection
represents a critical need for most of the people, it is
no longer perceived as a right. It has been taken off
the public agenda, and is absent from the political
agenda. Itis in this context that civil society is called
on to act and promote debate over social security
as aright, and therefore an essential priority around
which public policies must be created at the service
of a healthy society.
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Nevertheless, despite the evident negative
effects of the transition on the population, the gov-
ernment’s efforts are still much more focused on
attracting foreign investment, building the market
economy and protecting the interests of the newly
established capitalist class, than on protecting,
fulfilling and safeguarding the attained level of eco-
nomic and social rights as prescribed in the ICESCR
and the new Constitution. m
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The government has also put into operation
and strengthened new instruments in line with the
recommendations of the 2005 Paris Declaration
of the Organization for Economic Cooperation and
Development (OECD). The initiatives to convert
debt into development projects and direct support
for national budgets in countries that receive aid
should be intensified and extended to more coun-
tries, and greater social control and participation
in how these budgets are oriented and executed
should be promoted. These kinds of measures can
make a direct contribution to much-needed invest-
ment in basic social services, which is something
governments in developing countries must do if
they are to progress towards the Millennium Devel-
opment Goals set in 2000.

It is less than a year since important legisla-
tion for Spanish development assistance was con-
cluded, and action must be taken to promote some
basic measures so that the trends that were initi-
ated should not be merely transitory. It has become
urgently necessary to impose regulations (which
people have been demanding for some time) to sever
the links between economic and commercial inter-
ests and Spanish foreign assistance, and to thor-
oughly overhaul the system through which Spanish
cooperation is managed (the Spanish International
Cooperation Agency). Almost the only step taken
in this reform so far has been to announce it, and
there will have to be a commitment from various
ministerial departments to inaugurate structures for
political and strategic guidance that is well prepared
and coherently coordinated, so as to achieve solid
cooperation. The challenge is to consolidate a new
dimension of cooperation and executive action on
the political stage. In this reform Spain is seeking
to permanently consolidate what have been isolated
innovations up to now. m
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According to Article 28 of the UN Convention
on the Rights of Persons with Disabilities, adopted 6
December 2006, “States Parties recognize the right
of persons with disabilities.”’> The government has
not yet ratified this important convention, making it
difficultfor persons with disabilities to enjoy the right
to social security that it guarantees.

Encouraging signs

The Governor of the Bank of Tanzania, Daudi T. Balali,
acknowledged in March 2007 that the greater part of
the country’s population is still dependent on the tra-
ditional social security system, now getting weaker
every day as a result of the corrosive effects engen-
dered by urbanization and threatening diseases like
HIV/AIDS. According to him, “Because of the difficult
economic environment and diseases like HIV/AIDS
which have torn apart the traditional fabric and eco-
nomic might, ... accessibility to social welfare serv-
ices by disadvantaged groups is limited.” Governor
Balali underlined that “this trend calls for a rethink
on the way people are organized in the provision of
social security by, among other things, exploring
new ways of improving coverage as well as benefits
in order to fulfil obligations as stipulated in Article
22 of the Universal Declaration of Human Rights of
1948.7® We are all happy with this observation and
urge the government to work on it. m
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Meanwhile, to receive ‘food stamps’ —vouchers
that can be exchanged for food —people’s netincome
must be below the poverty line (although there are
some exceptions). The average benefit per person is
USD 21 per week, or USD 1a meal, an amount which
is extremely difficult to live on. Families routinely
find themselves with “more month than money.”
Approximately 21 million people receive food stamp
benefits, about 57% of the 37 million people who
live in poverty. Unfortunately, the food stamps do
not have much buying power. Poor families in urban
areas struggle to find healthy food because super-
markets are few and far between. In addition, junk’
food is often cheaper and more accessible than fresh
fruits and vegetables. Those without transport must
find ways to get to the larger markets and return
home with their groceries. Food justice, i.e. access
to healthy and affordable food, is a continuing chal-
lenge for minority and low-income people in the US
(US Department of Agriculture, n.d.).

Inrecentyears, previously successful initiatives
like the Special Supplemental Nutrition Program for
Women, Infants and Children, which provides free
or subsidized breakfasts and lunches for school-
aged children, have come under increased budget
pressure. This program has significant impacts in
the areas of health, education and family well-being,
since the meals it provides often represent the only
meal of the day that some students receive.

Re-establishing a social agenda for the US

The good news is that despite the failure of the fed-
eral government to provide leadership, many states,
in response to citizen-led organizing and resistance,
are experimenting with innovative approaches at the
state level. For example, the state of Massachusetts
recently passed what some say is the first universal
health care bill (Lee, 2007). California also passed
a bill that is estimated to extend insurance to 6.5
million people (out of a total estimated population of
36.5 million). Many states have implemented suc-
cessful Children’s Health Insurance Programs.

Even as the George W. Bush administration has
pushed for the privatization of federal retirement
pensions based on the argument that money will dry
up inthe next 20 years, the US public, including con-
gressional representatives from both major political
parties, have rejected these efforts outright. In light
of ongoing scandals where employees have lost their
benefits as corporations seek to cut costs and boost
profits, while at the same time, executive pay and
benefits have reached historic and obscene levels,
there is growing pressure to regulate corporations,
enforce anti-trust law and create mechanisms that
allow small and medium-sized businesses to be able
to provide health and other benefits, while remaining
competitive.
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All of the examples of initiatives undertaken inin-
dividual states have the potential to be brought to scale
nationally and are positive signs that raising the bar on
social security, broadly defined, is an idea whose time
has come. Addressing social security in the US offers
great potential to address the race, class and gender
disparities this report outlines and which continue to
persistin every aspect of US life. m
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