ILO/EU/INT/R.38

Decent work and social protection
In six countries: Umbrella paper

India, Jordan, Morocco, Syria,
Thailand and Viet Nam

Social Security Department
International Labour Office, Geneva
September 2008




Copyright © International Labour Organization 2008
First published 2008

Publications of the International Labour Office @njcopyright under Protocol 2 of the Universal Coglyt
Convention. Nevertheless, short excerpts from theay be reproduced without authorization, on coadithat
the source is indicated. For rights of reproductotranslation, application should be made to Rablications
(Rights and Permissions), International Labour effi CH-1211 Geneva 22, Switzerland, or by email:
pubdroit@ilo.org The International Labour Office welcomes suchligptions.

Libraries, institutions and other users registewéth reproduction rights organizations may make iesgn
accordance with the licences issued to them farghipose. Visitvwww.ifrro.org to find the reproduction rights
organization in your country.

Decent Work and social protection in six countries. India, Jordan, Morocco, Syria, Thailand and Viet Nam
International Labour Office, Social Security Depaent — Geneva: ILO, 2008
64 p.

ISBN 978-92-2-121684-1 (print) & 978-92-2-12168%w&b pdf)

International Labour Office; Social Security Dept

Social protection / poverty alleviation / informedonomy

02.03.1

ILO Cataloguing in Publication Data

The designations employed in ILO publications, whéce in conformity with United Nations practicedahe
presentation of material therein do not imply tRpression of any opinion whatsoever on the pathef
International Labour Office concerning the legalts$ of any country, area or territory or of it$hauities, or
concerning the delimitation of its frontiers.

The responsibility for opinions expressed in sigagttles, studies and other contributions redislgavith their
authors, and publication does not constitute amesgainent by the International Labour Office of tpnions
expressed in them.

Reference to names of firms and commercial procaratisprocesses does not imply their endorsemetiiteby
International Labour Office, and any failure to rien a particular firm, commercial product or presés not a
sign of disapproval.

ILO publications and electronic products can bemigd through major booksellers or ILO local offide many
countries, or direct from ILO Publications, Intetioaal Labour Office, CH-1211 Geneva 22, Switzedlan
Catalogues or lists of new publications are avédléifee of charge from the above address, or byilema
pubvente @ilo.org

Visit our websitewww.ilo.org/publns

Printed in Switzerland



Contents

Page
ACKNOWIEAGEIMENTS ...ttt e e e e e e s s n e e e e e e e s e e nn e e e e e e e e e e anas v
F Y o] o] (=AY =4[] L PP PPTTT PP vii
1. 11 oo 18 od 1 o o USSP 1
2. D= Tot =] oY Vo o Jq oAV =T Vi = A 3
2.1, India and DeCent WOTK ..........uuuuiiiiiiiiiieeeeeiiii e rmnneee e e e 3
2.2, Jordan and DECENT WOTK..........ccuuuiiiiiieeeeeee ettt e e e 4
2.3. Morocco and DeCeNt WOKK.........cuueeiiiiiiiieieeeee e 5
2.4, Syria and DECENt WOTK........ooiiiiiiiiiiee e 6
2.5. Thailand and DECENT WOIK ..........ccueiiiiiiimmeeeiiiiiiiee e eneeee e 7
2.6. Viet Nam and DeCENT WOIK..........cooiiiiiiiiieieiieiiiee et siie e e e e 7
3 DemOgraphiC fACIOIS .......cci i e e 11
4 = o To 10 gl 4 F= g (=] PRSP PPPPPPR 15
ot | o[- LU P PP PPPPPP 15
N T o - 1o RSP 15
o B Y/ 0] (o Tolox o HUU TSP 16
Y - VP 16
T I T 1= T 16
4.6, VIEENAM ... 17
5 AV F= Tl do R =ToTo] g o] o g [l oX0] o] =) 4 SO PR OUTPPPPRP 19
DA INIA e 19
S0 o ] o - o 19
L RC TR 1Y/ (o] oY of o H PSR PPTPTTR 20
Lo V4 - PRSPPI 20
5.5, Thailand ... 21
L T V1= N =T o 21
6.  Agriculture, the formal economy, the informal ecomu................ccccvvviiiiiiieiieeiieeeeeee, 23
L 200 I [ 11 o o 13 o 1o ) o 1 23
8.2, INIA .o 23
LTS TN [0 (o =1 o FO PP PPPPPR PP 24
(SR S Y/ (o] o Tox o] o H TP TPRT 24
RS TSV 1= PO PP PP PPPPPPPPPPPRN 24
6.6. Thailand ... 24
B.7. VIBEINAIM . ..ottt et e e e e e e s rmnnee e e e e e s e aanbbeneees 25

ILO/EU/INT/R.28 il



7.1.
7.2.
7.3.
7.4.
7.5.
7.6.
7.7.

8.  The global social floor — an opportunity for basixial protection for all
8.1.
8.2.
8.3.
8.4.
8.5.
8.6.
8.7.
8.8.
8.9.

Annexes

1. Jordan Social Budget, Million Jordanian Dindd)J
& as a percentage of GDP, 2002-2006

3. Syria: ISI Pension Benefit Calculations and ions
4. Thailand: Outline of Current Social Protectiash&mes
5. Public and private health expenditure as pet @e@DP - 2004 .................cceeeee.
6. Population pyramids — Jordan, Syria, Thailand

7. Child labour

Social protection

Introduction

Introduction

The Global Social Floor
FIEXIDItY ....vvvveeeiviii e
The “modern” economy and the informal sector
Bridging the gap — the Global Social Floor
Social security as a human right
The impacts of social pensions and child allowances
Costs and Affordability

Conclusion

........................................................ 27
........................................................ 27
........................................................ 27
........................................................ 31
........................................................ 34
........................................................ 37
........................................................ 39
........................................................ 44

............................................ 58
.................................................... 59
................................................. 60

61

ILO/EVU/INT/R.28



Acknowledgements

This report is the umbrella paper covering six ¢oustudies undertaken by the Social
Security Department of the International Labouri€afias part of the European
Commission-funded project “Inter-regional projadaw to strengthen social protection
coverage in the context of the European Union Agesrddecent work and promoting
employment in the informal economy”. It also comes&lthe findings of the reports in
relation to the Global Social Floor.

The report was prepared by George Gelber, undesuppervision of Pauline Barrett-Reid,
Deputy Director of the Social Security Department.

ILO/EV/INT/R.28 \%






Abbreviations

AMO
BPL
CMO
CMR
CNOPS
CNSS
CPOs
CSMBS
DWCP
GDP
GECPT
HEPR
ILO
IMR
INDH
ISI
JBY
MDGs
PSTWF
Qlzs
RAMED
RCAR
SMIG
TFR
uc
UHIS
UNDAF
UNDP
UNICEF
UNPAF
WCF

Assurance maladie obligatoire

Below Poverty Line

Cotton Marketing Organization

Caisse marocaine des rétraits

Caisse nationale des organismes de préwogaciale
Caisse nationale de sécurité sociale

Country Programme Outcomes

Civil Servants’ Medical Benefit Scheme

Decent Work Country Programme

Gross Domestic Product

General Establishment for Cereals Processidglrade
Hunger Eradication and Poverty Reduction
International Labour Office

infant mortality rate

Initiative nationale pour le développementriain
Institution of Social Insurance

Janashvee Bima Yojana (Scheme)

Millennium Development Goals

Private School Teachers’ Welfare Fund
Quialified Industrial Zones

Régime d’assistance médicale aux économigumeémunis
Régime collectif d’'assurance retraite

Salaire minimum inter-professionnel garanti

total fertility rate

Universal Health-care Coverage

Universal Health Insurance Scheme

United Nations Development Assistance Fraomw
United Nations Development Programme

United Nations Children’s Fund

United Nations Partnership Framework
Workmen’s Compensation Fund

ILO/EV/INT/R.28

Vi






1. Introduction

This document is a synthesis of six country paperndia, Jordan, Morocco, Syria,
Thailand and Viet Nam — prepared for the ILO in fast 12 months. The papers describe
the social protection systems currently in placeach of the countries, relating them to
the challenges that each country faces and to #eem Work Country Programmes
(DWCPs) being undertaken in cooperation with thé lland also to broader UN
Development Assistance Frameworks (UNDAF) and Nalidevelopment Plans. This
paper follows the broad structure of the paperpamed for the ILO although in reality
there are significant differences between thentyite and content. Statistical information
has been copied without reference from the subthdt'cuments, but where appropriate,
has also been obtained from other sources prirtgiffa@ Human Development Indicators
of the UNDP Human Development Report 2007/2008 #red World Bank’'s World
Development Report 2008 and are duly referenced.

The papers provide detailed data and analysis @rcakierage and cost of social security
systems. All six countries are reforming or aresidering reforms to their social security
systems.

The six countries differ in size, social and ecomostructure and their insertion into the
global economy. Their governments, however, shage dommon goal of sustained
economic growth which they see as a preconditioreftending Decent Work, especially
its social protection pillar, to larger numberstbéir citizens. They have all achieved
moderate or even high rates of economic growtleaemt years but the smaller countries
will have to work hard to sustain growth in the @t of volatility in the world economy
and, for Jordan and Syria particularly, an unpradile geopolitical situation in the Middle
East. One of the six countries, Thailand, is amtreg 13 economies identified by the
Commission of Growth and Development as an exaimifpdeiccessful, sustained, poverty-
reducing growth. But two other countries, India afidt Nam, the Commission also says,
may be on their way to joining this grodp.

Each of the countries recognises that appropridteaion and training are needed in
order to enable their citizens to access betteunemated employment and to strengthen
their countries’ overall competitiveness in the bglb economy. For this reason, the
informal sector, in which households and workers anost vulnerable and have least
access to education, health and social securityy mommon concern. The different
governments recognise the informal sector as atemg or permanent reality that has to
be addressed rather than a temporary aberratidnvitiladisappear with time. The
extension of opportunities and social protectiope¢ople working in the informal sector is
seen as particularly important. At the same tineeitiiormal sector is seen both as a safety
net, providing livelihoods for workers who are uleato find employment in the formal
sector, and an obstacle to economic and socialrggeghindering positive engagement
with global economy.

! Commission on Growth and DevelopmeRite Growth Report: Strategies for Sustained Growth
and Inclusive Developmemublished by the World Bank, May 2008.
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Table 1. At a glance - key statistics

Growth of  GNI per head -  GNI per head Population GINI Population Infant
GDP per head 2006 2006 growth  coefficient*  below poverty mortality rate®
% - 2005-06" (PPP US$)2 (US$) % per year® line %° per 1,000 live
births
India 7.7 3,800 820 1.40 36.5 23.0 (2004 - 127 (1970)
reducing at 0.74%
p.a. 1993-2004)
56 (2005)
Jordan 4.0 6,310 2,660 2.90 38.8 14.2 (2003) 77 (1970)
21.3(1997) 22 (2005)
Morocco 6.0 5,000 1,900 1.20 395 19.0(1998/99) 119 (1970)
13.0 (1991)7 36 (2005)
Syria 2.6 3,930 1,570 2.58 .. 11.39(2003/4) 90 (1970)
14.26 (1996/7) 14 (2005)
Thailand 4.2 9,140 2,990 0.60 42.0 9.5 (2006) 74 (1970)
16.0 (1999) 18 (2005)
11.4 (1996)
Viet Nam 6.9 3,300 690 1.30 34.0 14.8 (2007) 55 (1970)

T World Bank, World Development Report, 2008. 2 World Bank, World Development Report 2008. 3 From submitted reports. 4 UNDP, Human
Development Report 2007-2008; Indicators, Table 15. 5 From submitted reports. ¢ UNDP; Human Development Report 2007-2008; Indicators, Table
10. 7 In Annex 1, the document states “In the course of the last 20 years, poverty and vulnerability thresholds have seen a clear improvement.
Between 1985 and 2004 absolute poverty was reduced from 12.5 per cent to 7.7 per cent [of the population], and relative poverty from 21 per cent to
14.2 per cent.
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2. Decent work overview

This section sets out in summary form the issuestified by national governments, the
ILO and the UN Development Assistance FrameworKsWF) and the agreed priorities
for action under Decent Work Country ProgrammesurFEmuntries, India, Jordan, Syria
and Viet Nam, have Decent Work Country Programnggeel or under discussion with
the ILO. Morocco’s Decent Work Programme was thiejestt of an agreement between
the ILO and the government of Morocco for the per002-2005. There have been
subsequent discussions on a DWCP in 2007 and addrafiment is in existence. Thailand
does not have a current agreement with the ILOidworking within a UN Partnership

Framework (UNPAF) rather than a UN Development stssice Framework (UNDAF). A

Decent Work programme is “in preparation”.

2.1. India and Decent Work

Despite the rapid and sustained growth of the mdigonomy in recent years and
impressive advances in poverty reduction, 92 pet o the workforce works in the
informal economy. For this reason the Decent Wodposals concentrate entirely on the
issues of upgrading support for and extending spcidection to the informal sector.

The DWCP-India focuses on the following three [itiies:

1. improving opportunities for men and women, matarly young people and
vulnerable groups, to engage in productive work;

2. extending social security coverage, particuldoly those active in the informal
economy; and

3. the gradual elimination of unacceptable formg/ofk.

For each of these priorities there are outcomel specified outputs and strategies. The
aim is to reach these through strong cooperatidh thie tripartite partners in the country.

With regard to the extension of social securityarage to workers in the informal sector,

the planned outputs are:

= Better access to knowledge/tools and mechanismedtivess the expansion of
social security, occupational safety and healtirkimg conditions and formulation
of HIV/AIDS workplace policies at national and eniése levels.

= Support is given to key actors in health protectsshemes targeting the poor,
women and most vulnerable groups.

= Support is given to central/state governmentsjtutgins and social partners to
design innovative strategies, policies and programon social protection.

The Tenth Five-Year Plan (2002-07) noted that ‘icpdramework at the national level,
on social security provisions for different groupk workers and employees, will be
formulated. A legislative and administrative franoelv has to be created for significant
coverage of the unorganized sector by social dgcadver. The strategy would be to
motivate and encourage the State Governments toufate and implement schemes and
programmes targeted at certain occupational graupke unorganized sector without
putting any additional pressure on the budget”fabit, 11 health insurance schemes were
started by different state governments during teeod 2002-07. The present central
Government has also stated that it is “firmly comted to ensure the welfare and well-
being of all workers, particularly those in the tgenized sector who constitute 93 per
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cent of our workforce. Social security, health mswce and other schemes for such
workers like weavers, handloom workers, fishermed fisherwomen, toddy tappers,
leather workers, plantation labour, beedi workets will be expanded.”

The Unorganized Sector Workers’ Social Security, Bitroduced in 2007, is now before
Parliament for approval. It proposes a minimumiaogecurity cover consisting of life
insurance, old age pensions and health insuramaeefivganised-sector workers belonging
to Below Poverty Line (BPL) households. If and wiagproved by Parliament, these will
become the first entitlements for poor unorgansector workers in the country. DWCP—
India has recognized the importance of this Bilhdaplans to work towards the
implementation of the Act, whenever it is passedPhyliament.

In anticipation of the bill becoming law, the cetGovernment has introduced three
schemes into the Annual Budget of 2008—09, in oralgrrovide social security to workers
living in BPL households in the unorganised se@toa phased manner. First, the Aam
Admi Bima Yojana will provide insurance cover toopdouseholds. Second, the National
Health Insurance Scheme will be launched and impiged in stages so as to reach 300
million people from BPL households over the nexefiyears. Third, the Indira Gandhi
National Old-Age Pension Scheme was enlarged tadecall persons falling into the BPL
category, which is being implemented.

Faster but socially inclusive growth is the centtialon of the government of India’s 11th
Five Year Plan (2007-12). This acknowledges dewsmk deficits and sets objectives of
creating productive and gainful employment togethigh improved quality of work. The
need to ensure social security for all, especi#figse in the unorganised sector is
recognised as an overarching concern. The governeraphasises the crucial role of
education in development. The Approach Paperddlitih Development Plan recognises
good quality education as the most important egeealn society

The government of India explicitly recognises ctéld and people living with HIV/AIDS
as vulnerable and HIV itself as a development enhgk. With regard to gender, the
Approach Paper to the 11th Development Plan acledyds the gender divide as “a
special dimension, calls for gender balancing aseljaate provisions to address special
needs of women with focus on four aspects — ecomoempowerment, political
participation, health and violence against women.”

With regard to UNDAF (2008-2012), the paper poioist that decent work is not
specifically mentioned but some decent work priesiemerge in the concrete programmes
relating to UNDAF, such as the National Rural Engplent Guarantee Scheme which
ensures 100 days employment a year to each rusaehold, where a member volunteers
for unskilled manual work, at the minimum wage. eThain thrust of UNDAF, however,
with 74 per cent of the budget, is “strengthenimg policy framework and implementation
capacity of large scale state and national prograstimThe budget of US$1,130 million
over five years up to 2012 is shared between nia@mUN agencies with a significant
“others” category in which other agencies each aatdor less than 1 per cent of the
budget.

2.2. Jordan and Decent Work

Jordan is a small, highly urbanised country, largeépendent on services. With a
declining but still high birth rate, Jordan has tmallenge of finding work every year for
50,000 new entrants to the labour market, a nuriitagrwill grow in coming years. Major

current challenges are unemployment among youngl@eespecially women, and the
apparent mismatch between the education and tepsystem with the demands of the
labour market. This unemployment coexists with gypation of an estimated 300,000
migrant workers working in Jordan. Over 50,000 raigrworkers are employed in the new
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export processing zones (Qualifying Industrial ZoreQIZs), one of the success stories of
the Jordanian economy in recent years, where ttadgemp an estimated 66 per cent of the
work force. There is very low female participationthe work force and in particular a
high rate of female graduate unemployment. Ovelfadl economy is dominated by
services, accounting for 66 per cent of GDP. Theegument employs 37 per cent of the
work force.

Social insurance is restricted to the formal seataf covers only 42 per cent of the work
force. The non-contributory National Aid Fund, thevernment agency for providing
social assistance to the very poor, is inadequatébadly targeted.

The Jordanian government’'s current priorities wee¢ out by the National Agenda,
launched in November 2005. One of its major prigsitis job creation and skill
development. Its targets are:

* to raise the employability of the work force amabrove the provision of training
based on market needs;

* to increase flexibility and productivity of th@dour market through flexibility in
labour laws and establishing safety nets;

* to expand the labour force and the size of thenemically active population by
replacing migrant labour with local labour, and itwrease employment of the
disabled and women and formalizing the informalnecoy.

The Common Country Assessment (CCA) and the UN [Dpweent Assistance
Framework (UNDAF) for 2008-2012, aim to focus onvedy and employment. The
issues of youth unemployment, female economic @paiion, the widening gap between
labour supply and demand, and the rights of workerthe informal sector and in the
Qualified Industrial Zones will be addressed. Thase in line with the Decent Work
Country Programme which has the following priostie

e creating decent jobs for men and women;
* improving governance through administrative ref@nd social dialogue;

* enhancing social protection.

2.3. Morocco and Decent Work

Morocco has had moderate economic growth since.200@ country faces the following
problems: high unemployment (9.7 per cent on aonatilevel), but particularly high rates
for young people and graduates. The formation aradifccations provided by the higher
education system do not fit large numbers of greetutor the world of work in a modern
economy; rural poverty with nearly a quarter of tibeal population living below the
poverty line; a swollen informal economy; and agtarand predominantly poor rural
population.

Social security and health insurance have beenatest to the formal sector but serious
efforts are now being made to achieve wider heattherage. Recent reforms should
provide some sort of access to health servicesvier 50 per cent of the population. Social
security is much more restricted: three quarterthefeconomically active population, 7.5
million, will have no access to any pension schelhé.since the mid-1990s government
expenditure on social sectors has accounted foe than half of the budget.

ILO/EU/INT/R.28 5



The agreement between Morocco and the ILO was fmogramme of work 2002-2005.
Further work is being carried out under the UND&gpamme in Morocco (2007-2011) in
the context of a national plan, the National Huni2evelopment Initiative (Initiative

Nationale de Développement Humain - INDH) aimedettiieving the eight Millennium

Development Goals (MDGs) within the 2015 timefranfe.draft DWCP is under

discussion.

Morocco was one of a number of countries which gadan a pilot programme on decent
work with the ILO that focused on a particular seabf the economy. The textile and
garment industry was chosen in Morocco becausdsostrategic role in the national
economy. Its 200,000 workers represent 42 per akthe industrial workforce and the
sector provides 34 per cent by value of Morocca[sogts.

The project — TRA Maroc (Travail Décent Maroc) waanched in June 2005 with the
voluntary participation of 12 companies in CasabéariRabat and Tangiers. The objectives
are to improve social dialogue in the textile amagngent industry and improve conditions
in the industry in the short and medium term. Ouotes were positive across a number of
indicators. The European Union and the Europeaestmyent Bank are supporting the
National Action Plan (PAN), in line with UNDAF widenging poverty reduction
objectives. One of the specific objectives is tmsel the gap between employment law and
practices in Morocco with those of the EU.

2.4. Syria and Decent Work

The Syrian government’s 10th Five-Year Plan (2006€) is intended to be the blueprint
for comprehensive economic and social reforms reeéddacilitate the transition from a
centrally planned to a ‘social market economy’.sTis the background to the challenges
currently faced by the labour market. Like Jordayria has a high though slowing rate of
population growth, youth unemployment, the chaleen§absorbing 300,000 new entrants
to the labour market every year, low female patition in the labour force, ineffective
labour market institutions and a wasteful systemso€ial protection. Syria's social
insurance system is the oldest in the Arab reglating from 1959, but is seen as wasteful
and badly targeted.

The informal sector has grown in recent years &ittl dabour is also thought to have
increased. Insurance is restricted to the formetioselt is not surprising therefore that one
finding of the paper is that 98 per cent of pengiagments are received by the non-poor.
Syria has a universal healthcare system which 052@as spending US$29 per head per
year. Syria’'s Decent Work Country Programme (20086}, agreed in February 2008,
concluded that “... the existing social security egstneeds to be adapted to the new
economic reforms in order to guarantee future firersustainability. A further challenge
is the extension of social security to the ‘excllideajority’ in the rural sector and the
informal economy. A combination of policy instruntetis needed: unemployment benefits
for formal sector workers, public works and a minimbenefit package for all workers,
including those in the informal economy.”

Syria’s first Decent Work Programme will run in plel (2008-2011) with the National

Development plan (2006-2010) and the UNDAF (200X4301ts priorities and outcomes
are as follows:

2 Syria, Decent Work Country Programme 2008-2016r&ry 2008, p. 16.
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2.5.

2.6.

Priority I: Improve the capacity of tripartite constituentsrtgplement labour policies and
legislation.

Outcome 1:Labour market governance and compliance with DERBAION and ILS
improved through strengthened labour administration

Outcome 2:Policies and mechanisms for social dialogue imgdoand legal framework
strengthened programme strategy.

Priority Il: Increase employment opportunities.

Outcome 3:Strengthened capacities of national partnersHerdevelopment, monitoring
and evaluation of a national employment strategy.

Outcome 4Conducive business environment targeting Syriarityand women fostered.
Priority 1ll. Enhance social protection

Outcome 5:Improved capacity of government and social pastrter strengthen social
security policy making and administration and t@iove the access to adequate level of

social protection to all workers and their familigacluding those in the informal
economy.

Thailand and Decent Work

Thailand has enjoyed strong economic growth in megears which has brought the
poverty rate down to 9.5 per cent. The target lfier ¢urrent tenth National Development
Plan is to reduce the poverty rate to 4 per cehtildnd has a large informal sector,
accounting for 60 per cent of the work force in 200hese include 10-11 million self-
employed workers, mostly in commerce and agricaland unpaid family workers. At the
same time Thailand has made a number of recentgebkain its social security system
which have extended protection to larger numbethepopulation.

Thailand does not have a current DWCP with the |h@ is working within a UN
Partnership Framework (UNPAF) described as a “auallyt beneficial partnership
between the UN and the Royal Thai Government irasaref strategic importance to
Thailand as a middle-income country. It replaceg tinaditional United Nations
Development Assistance Framework (UNDAF). The UNPR#Rs to empower the most
vulnerable people in society to claim their rigtadive in dignity, free from fear and want
and to build the capacity of people in responsiptesitions to fulfil their societal
obligation.” Thailand’s ninth and tenth Developméhans (2002-2006 and 2007-11) are
in line with the spirit of the ILO’s commitment @ecent Work.

Workers in the informal sector have little accesssocial protection. For this reason
Thailand’s Decent Work Country Programme (DWCP)rexntly in preparation, will
prioritise access to social protection for worki@rshe informal economy, including small
farmers and agricultural workers, sub-contractedl migrant workers. Strategic plans are
set out in the Tenth National Plan to promote, agnother things, “formal and informal

social protection to cover all communities”, “sayifor retirement”, “income security in
local communities”, and “basic assistance to diaathged group in the communities”.

Viet Nam and Decent Work

Viet Nam has experienced strong economic growtbesikt®90, averaging over 7 per cent
per year, but this has not been reflected in toavtjr in employment, which has fluctuated

ILO/EU/INT/R.28



with an annual rate of between 2 and 2.5 per ceert the period. At the same time Viet
Nam has made significant social progress, bringiiogvn rates of infant mortality,
increasing life expectancy, and increasing educatiorolment rates. This growth has
been accompanied by widening gaps in terms of ircand the rural/urban divide. The
challenges set out in the paper are to ensurethiimtgrowth is sustainable in both
economic and social terms. In terms of employméigtnam faces the dual challenge of
providing opportunities and work for over one noitli new entrants to the labour market
every year as well as for the already jobless ande who are being made redundant by
the dismantling of the state-enterprises sectdre Japer relates the Decent Work agenda
to these challenges.

The National Cooperation Framework on Promoting ddédNork in Viet Nam 2006-
2010, based on the ILO’s strategies on Decent Wals, signed in 2006. The signatories
were the Ministry of Labour, War Invalids and Sdéddfairs (MOLISA), the Viet Nam
General Confederation of Labour, the Viet Nam Chamdd Commerce and Industry, the
Viet Nam Cooperative Alliance and the Internatioabour Office. Under this
cooperation framework the ILO pledges to providesistance to the government
programme on employment.

The Framework sets out the following priorities:

1. The development of a labour market that is infaonity with the law and the
strengthening of labour institutions which suppecbnomic integration and the
country’s transition to a market economy. Viet Nasgards international
standards as “benchmarks, guidelines and examplbégst practice” which, it
says, “will be used as points of reference and rnsoder national labour
legislation, labour inspection, employment, humagsources development,
cooperatives and wages.”

2. Employment creation and poverty alleviation udlihg through support to the
emerging private sector, to human resources densnpand to the expansion of
skills and livelihoods. Particular challenges igentified as youth unemployment,
skills training, rural-urban and international naition, and persistent pockets of
poverty.

3. The extension of social security and occupatisafety and health to the wider
population. Employment is identified as “the bestite out of poverty”, [but]
“measures for risk management by the poor and dleel for innovative forms of
social insurance and social safety nets by theoaitifs are important in assuring
the protection of the poorest and most vulnerabléspf the population.” Among
the objectives under this heading are “Steps tthatei the extension of social
security to the larger population and innovativethods ... to provide protection
to people outside the formal system.”

4. Supportive policies for the most vulnerable vessk  The framework
acknowledges gaps between laws designed to prbtectulnerable, particularly
children, and practice. It expresses concern tiaeasing rural-urban migration
and the emergence of the informal economy could teagreater vulnerability of
children to trafficking and labour exploitation.edple living with HIV/AIDS are
identified as another vulnerable group.

Gender mainstreaming is identified explicitly asr@ss-cutting theme for the framework.
The Viet Nam case study makes a strong plea fob#gwment Work agenda to address the

challenges of growing inequality and uncertaintyViet Nam caused by strong growth,
migration, and environmental and economic risks.
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The Decent Work agenda is fully consistent withab&comes of the UNDAF for Vietnam
(2006-2010):

= government economic policies support growth thatase equitable, inclusive and
sustainable;

= the quality of delivery and equality in access twmial and protection services
improves; and,

= policies, law and governance structures suppoftitsigased development to
realise the values and goals of the Millennium Beation.

Cross-cutting issues include equity and the inolusif vulnerable groups; Viethamese
youth in transition; participation for empowermamid accountability; and the challenge of
HIV/AIDS. Gender is mainstreamed throughout the WAYDN order to address traditional
stereotypes about the roles of women and men, andmprove systematic sex
disaggregated data and information on gender-spéssiues.

Each country’s Decent Work programme reflects iis gparticular context ai
challenges. Each of the countries recognises that informal sector is
permanent or very long term reality ratheartran aberration which will disapp
with time. For this reason they are looking forysa/do extend social securi
currently limited to the formal sector, to peoplerking in the informal sector.

Common concerns are

« the informal sector and lack obgal protection for people working withir
and therefore the need to devise ways of extensaugal protection to ti
informal sector;

« the need for appropriate education and skills ingirat all levels to provic
access to good quality employmentdatheir importance for internatiol
competitiveness and the economy as a whole;

* the importance of efficient and effective labourrked institutions for the two-
way challenge of matching skills and qualificatis@gmployment;

* the need for gender setinge approaches and institutions to ensure that ev
are not disadvantaged in the workforce.
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3. Demographic factors

All six countries are experiencing slowing popwati growth and increasing life
expectancy, reflected in dramatically reduced rafdsfant mortality and larger numbers
of older people. These trends are not uniform acttes countries. The paper on India, for
example, points to significant differences in fégtibetween urban and rural areas, with
the consequence that the decrease in the rateoeflgiof the total population has been
slower than might have been expected.

Table 2. Population, population growth and life expectancy
Population Rate of Population Life expectancy Total fertility rate’
(millions) Growth - % per year at birth (births per woman)
India 1,095 (2005) 15 (2005) 63.6 (2005) 53 (1970-75)
20 (1975-2000) 31 (2000-05)
Jordan 5.71 (2006 est.) 29 (2000-2005) 63.7 (1980-85) 78 (1970-75)
59 (early 1990s) 71.3 (2000-05) 35  (2000-05)
Morocco 30.6 (2006 est) 134 (1994-2006) 67.9 (1994) 69  (1970-75)
2.1 (1982-1994) 72.8 (2006) 25 (2000-05)
Syria 10.37 (2006 est.) 25 (1995-2000)> 67.9 (1994) 75  (1970-75)
37 (1980-1985) 72.8 (2006) 35  (2000-05)
Thailand 64.3 (2005) 072 (2008) 60.5 (1970s) 50  (1970-75)
265  (1970s) 72.9 (2005-10) 18 (2000-05)
VietNam® g5 (2005) 13 (2005-15 projection) 73.7 (2005) 67  (1970-75)
1.9 (1975-2000) 23 (2000-05)

TUNDP HDR, op. cit., Table 5.
2Population growth increased sharply in 2000-05 to 2.7 per cent a year as a consequence of a large refugee influx.
3UNDP HDR,op. cit., Table 5.

The changes in population structure resulting fiooreases in life expectancy and, for
most countries, comparatively recent falls in tokaittility rates, mean that they are

experiencing higher old age dependency ratios amwderl youth dependency ratios

combined with large numbers of young people (oeydars of age) currently entering the
labour market. While the reduced youth dependeratio ris seen as a favourable

development, the benefits will only be fully realisinsofar as new entrants to the labour
market are able to access high quality jobs andharefore able themselves to contribute
to social protection both through their own conitibns to social security funds and

directly to their own family members. Although & mot mentioned in any of the country

papers, it should be noted that the majority okpldeople in these countries are likely to
remain economically active, especially in the infai economy and in agriculture, long

after they have passed the official retirement age.
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Chart 1.
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Source: Population Ageing Wallchart 2006 — UNDESA.

Morocco, for example, comments: “The phase of deaygc windfall, corresponding to
the relative fall in the dependency rate, will lasttii 2014. The economically active
population will grow from 15 million people in 20@@ 22 million in 2025. From now until
2015, there will be on average a requirement fd@,@@0 additional jobs each year, a
significantly higher number than the average of,QQ@ jobs created annually between
1995 and 2003.” Similarly Viet Nam views the groviththe proportion of the population
of working age as a “demographic dividend”. Thise from 50.37 per cent in 1979 to
64.5 per cent in 2006, and is expected to pealdi® 2t 69.1 per cent. The paper notes
that this demographic gift also requires the cozatf decent work and increases demand
for social security, health care, education andepgvreduction for a large number of
working people put under high pressure. India etgpd® million new entrants to the
labour force each year; Syria, 300,000; Viet Nan3, rhillion; and Jordan, 50,000. In
Jordan, moreover, the workforce is projected tavgewen faster in the future — about 4 per
cent per year within 10 yeafs.

% European Training Foundation (ETF): Technical andational Education in Jordan: Areas for
Development Cooperation. Report prepared for theofigan Commission in Amman, February
2006.Quoted in ILO Decent Work Country Programme; Haskeridingdom of JordanAugust
2006. p.3.
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Birth rates are falling in all countries but this & comparatively rece
phenomenon and in some countries, particularly aloeshd Syria, they are s
high. The consequence is that for the next decadgem longer there will be lar
numbers of young new entrants to the labour matketmayjority of whom will nc
be able to find work in the formal sector. The gible excepon to this i
Thailand. The specific challenge of youth unempiewnt is mentioned in five
the six papers.

At the same time the number of people living beyogtdtement age is increasi
Many of these will remain economically active, edphy in the informal sectc
so dependency rates for older people based satelgenofficial retirement age
65 are misleading. These dependency rates imptyalholder people are who
dependent on pensions or other means of suppovide by the ecomuically
active population aged 15 to 64and this is not true. Nevertheless the numk
older people is growing in all six countries and tieeds of those who are uni
to work and who have no social insurance will beginplace strain on bc
informal systems and social assistance budgets whileghenformal sectc
pensions systems will come under strain as the pwnkse of older peog
drawing pensions and claiming other benefits.
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4. Labour market

In addition to creating jobs for new entrants te kibour market, jobs have to be found for
people of working age who are currently unemployed.

4.1. India

In India unemployment is running at 7.2%. Betwek¥99-2000 and 2004-05 total
employment in the economy increased from 397 tombigon. India’s high growth rates
have not created large numbers of new, high qugltg, so all this increase has been in
the informal sector which accounts for 395 millimorkers. Each year there are 10
million new entrants into the labour force. Infainsector workers are divided between
253 million employed in agriculture and 142 millian non-agricultural work. The
proportion of non-agricultural workers in the infeail sector grew from 32 to 36 per cent
between 1999-2000 and 2004-05.

The paper comments that over this period formaioseanployment did not increase at all
or was even marginally negative. Access to gooditguamployment is limited by low
levels of education and skills which are the consege of the failure of education and
training and labour market institutions to balantte supply of and demand for
appropriately skilled employees.

Labour force participation rates for men are highbbth the urban and rural sectors,
running at well over 90 per cent for most age gspujut women'’s participation is low,

half that of men in the rural sector, and even loweurban employment, running at
around 23 per cent for the 20-59 age group.

4.2. Jordan

This paper, for example, comments: “Over the past years, the growth rate of the
working age population has continued to exceedotlezall population growth rates and
consequently curbing the excessive dependencysratiexplained earlier. This, however,
constitutes a major challenge and builds up pressur the local economy to create
sufficient economic growth to absorb nearly 50,0 entrants to the labour market
every year as well as to achieve reductions inaheady high unemployment rates.
Despite the improved economic conditions over thst few years, unemployment rate
continued in double digits and stood at 15.7 pat oe2006.”

Jordan suggests that young people emerging froragidn do not have the skills now
required by employers: “ ... labour demand, bothllgcand regionally, has been shifting
towards more educated participants.” One of theealjes of the National Agenda,
launched in Jordan in November 2005, is that “Juades will prepared for lifelong
learning and will work progressively in higher-valadded occupations.” This will be
accomplished by “raising the employability of thenk force and provision of training
based on market needs”, and “expanding the lalmyae fand the size of the economically
active population through replacing migrant labowith local labour, increasing
employment of the disabled and women and formajitie informal economy?

* 1LO Decent Work Country Programme; Hashemite Kimgcbf Jordan; August 2006, page 5.
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4.3

4.4.

4.5.

Morocco

In Morocco, nationally the rate of unemploymen®ig per cent but this rises to 15.5 per
cent in urban areas (2006). The paper notes higls of unemployment for young people:
31.7 per cent for the 15-24 age group and 21.Z@atr for 25-34 age group in urban areas
in 20065 Overall the 15-34 age group accounte®@gper cent of all urban unemployment
in 2006

In the case of Morocco, high unemployment is blarnadthe country’s modest rate of
economic growth and also on the failure of the atlon system to prepare young people
for the world of work. “General education has bemivileged at the expense of
professional and technical training. This prefeeefior higher education has led to a
shortage of intermediate skills. Thus there amumber of indicators of a mismatch
between the educational system and the productisenceny, such as graduate
unemployment now experienced by young people lgauiniversity.” Women'’s
participation in the labour market is low (28.4 pent in 2004, up from 21.5 per cent in
2004) and women's rates of unemployment are hitjiaer those of men.

In the case of Morocco, high unemployment is blanpagtly on the failure of the
education system to prepare young people for thidved work. “General education has
been privileged at the expense of professionaltadknical training. This preference for
higher education has led to a shortage of interatedikills. Thus there are a number of
indicators of a mismatch between the educationsiesy and the productive economy,
such as graduate unemployment now experienced bggypeople leaving university.”
Women'’s participation in the labour market is I®8.@ per cent in 2004, up from 21.5 per
cent in 2004) and women'’s rates of unemploymentwomen are higher than those of
men.

Syria

Syria is in a similar situation: “... high unemploymeates have been one of the features
that characterized the Syrian labour market. Thetmexent figure estimated it at 14.8 per
cent of the labour force for 2003, with significgnkigher rates for female participants
estimated at 28.3 per cent of the female labowefatompared with 9 per cent of the male
labour force.” The large number of jobs in the mfal economy leaves the majority of
workers without basic forms of social protectiondahe majority of these are women,
who are often exposed to financial, economic, awias risks and vulnerability resulting
from their need to find employment and generatenme.

In Syria, the highest unemployment rates are thafsgoung people with secondary
education (10.5 per cent male and 42.5 per ceral@niThe difference between the male
and female rates of unemployment is ascribed tdaitiethat traditional urban employment
for women is in administration, health and educstisvhich require post-secondary
education.

Thailand

Unemployment in Thailand is currently about 2 pent(2002-2007) and is not seen as a
problem. Indeed, it is significantly lower than theerage for OECD countries. However,

® The 2006 rate of unemployment rate for urban yoifh24 yrs old, was 31.7%; for 25-34 yrs age
group it was 21.2%.
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concern for the future dynamism of the Thai economgans that the current Tenth
National Development Plan calls, among other thinfggs “expanding the skilled,

secondary and tertiary labour forces; increasind) distributing knowledge centers in the
productive sector and in communities; increasinigolas productivity, by using and

improving communities’ know-how for local developntg

4.6. Viet Nam

Table 3.

Unemployment in Viet Nam has been falling steadliym 6.9 per cent in 1998 to its
present level (2007) of 4.64 per cent

As well as the growing size of the labour forc&/iet Nam (45.6 million, with 1.3 million
new entrants every year), the big challenge ioitsquality. The proportion of educated
and trained workers in the labour force has in@éaapidly from 21 per cent in 2003 to
30 per cent in 2007 but this is still too far belthe 2010 target of 40 per cent. The quality
of training is also important: the education araining structure is not appropriate with an
imbalance between vocational training and collegearsity education, with the
consequence that there is a shortage of highlyedkilvorkers and an over-supply of
students and graduates. Many young people havefbesed to accept jobs which do not
match their educational attainments. The papernoemts that this mismatch between
education and employment represents a waste ofioayital.

There is a high overall rate of female participatio the labour market (85 per cent) but
this hides significant differences between male fandhle employment. Only 24 per cent
of women are in waged employment, compared to 39cpet of men, which is an
indicator of lower rates of employment in the fotmsactor. The paper comments that
women mostly do unskilled work, in difficult worlgnconditions, with low productivity
and wages (mainly in agriculture), the informaltee@and self-employment, attributing
this to the fact that in general women are lesbeskthan men and tend to leave school
earlier than men.

The paper calls for more attention to be given igramts, both external and internal rural-
urban migrants, whose conditions of work and acdessocial services are markedly
inferior to those of non-migrants.

Finally, the paper notes that “insufficient attentihas been given to the role of labour
market institutions, resulting in weak labour markestitutions and enforcement and
limited social dialogue.”

Male and female labour market participation rates

Total labour force Male participation Female participation

(%) (%)

India 457,000,000 34.0 (2005 - from HDR)!
Jordan 1,911,000 (2006) 79.9 29.9
Morocco 11,000,000 (2006) 76.4 272
Syria 6,400,000 92.0 (approx) 40.5
Thailand 37,000,000 89.0 72.0
Viet Nam 45,600,000 (2006) 72.2 (2005 - from HDR)!

1 UNDP Human Development Report 2007/08 - Indicators: Table 31: Female Economic Activity 2005.
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This chapter brings together the themes of demdipagrowth unemploymen
education and the labour market. All countries,hwite exception of Thailar
highlight the issue of youth unemployment. Thisséen as a consequence of
large numbers of young people entering the laborgef each year; of the faikiiof
education and training institutions to prepare tlienthe world of work; and of tl
failure of labour market institutions to match theeds of employers and of pec
seeking work, especially those who are seeking vi@rkhe first time.

All six countries recognise that investing in the knowledg skills of the
workforce is essential to being able to respondcessfully to the continuir
challenge of globalisation. Some countries will éndw look critically at acaden
traditions and discimes which are increasingly out of step with tlem@énds of tr
labour market. India, Jordan, Morocco and Viet N#aik explicitly about
mismatch between education and training systemshenproductive economy.

Women fare particularly badly, espaity in Jordan, Syria and Morocco. Won
with secondary and tertiary education experiencehmareater difficulty in findin
work than their male counterparts and this is oéélé in much higher unemploym
rates. It appears that employers in some c@mttiscriminate against young fen
jobseekers because they would have to meet théaddicosts of maternity if the
employees became pregnant.

18
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5. Macro-economic context

5.1. India

The Indian economy has withessed impressive aratygteconomic growth in recent
years, which is expected to continue. The strucifre¢he economy has undergone
significant changes during the past two decadet) am increasing share of trade and
services, declining share of agriculture and pregjue trade liberalization. The decline in
the incidence of absolute poverty, however, hakapt pace with that of the acceleration
in growth. Economic reforms have contributed marghie growth of added value in the
formal sector than employment creation. In terms nofmbers, growth of overall
employment, which decelerated in the 80s/90s, baa beversed during the last few years.
However, most of the new jobs created are in tigelanformal economy.

Skills shortages are seen as one of the main d&estac sustaining socio-economic
development and high growth in industry. While lavels of education and skills limit
the chances of paid or self-employment, the mismb&tween available skills supply and
demand as well as limited access to training atatgely outdated employment services
structure are major constraints as well.

Agriculture contributes only 18 per cent of GDP atsdgrowth has not kept pace with

other sectors of the Indian economy. Since agucelprovides livelihoods for two thirds

of India’s population, this relative decline wilate a direct impact on rural households,
especially those of agricultural labourers. Unewpient among agricultural workers has
increased sharply, from 9.5 per cent in 1993-948@ per cent in 2004-05. One of the
main challenges recognized by the Approach Papénddllth Development Plan is to
regain agricultural dynamism.

The paper comments that India’s fiscal deficit basn financed mainly by borrowing and,
although it has fallen, the largest part of govezntrexpenditure goes to paying interest.
This leaves little fiscal space for the investmeand recurrent expenditures, such as skills
training, that are needed to provide gainful empiegt to the working age population.
Although the share of expenditure on the socidiosdtas been increasing, the government
of India has not been able to meet its targets.dlloeation to the social sector is expected
to be only 8.6 per cent of total expenditure in 09. The paper comments: “In other
words, the inclusive growth emphasised in the Fitle Year Plan is not visible in terms
of the actual allocation of the government’s expiemel. Hence, how to create more fiscal
space, as well as allocating resources efficieatly fundamental challenges for India.”

5.2. Jordan

The Jordanian economy is dominated by servicespéfOcent of GDP) but efforts are
being made to shift towards export led growth. dorthas entered into an Association
Agreement with the European Union, has signed a Frade Agreement with the United
States and has joined the WTO. Jordan has create@xport processing zones (Qualified
Industrial Zones - QIZs) which have increased etgofiom USD 150 million in 2001 to
USD 1,396.8 million in 2006, accounting for moranha third of domestic exports.

Remittances, mainly from Jordanians working in @wf region, play an important part in
the economy, and were estimated at 16.9 per ce@D#® in 2005. Foreign aid is also
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5.3.

5.4.

important, accounting for about 5.5 per cent of GDPmployment in the QIZs is
dominated by foreign workers, mostly from Asia, whiake up 66 per cent of their
workforce.

Morocco

The Moroccan economy has grown at an average f&@er cent a year since 2001. GDP
per head is USD 4,959 (20085avings are running at 26 per cent of GDP thardislin

to remittances from Moroccans working abroad, lioglUSD 5,454 million in 2006, 9.5
per cent of GDB.Inflation is moderate to low as is external ingelntess.

Morocco is the world’s biggest exporter of phospbatwhich accounts for one third of
Moroccan exports. The textile and clothing indussryesponsible for 28 per cent of GDP
and employs 200,000 workers (42 per cent of thastréhl workforce) of whom more than
70 per cent are women. At the same time Morocabvisrsifying its industrial base with

investments in chemicals, paper, electronics arfdrrmtion technology. Tourism

accounts for 7.8 per cent of GDP.

Syria

The Syrian economy grew at just under 5 per ceat y®m 2004 to 2006, recovering
from a period of low growth, less than 2 per cegear, between 1999 and 2003, resulting
from regional factors and a sharp fall in oil protion which still accounts for 24 per cent
of GDP. Qil's share of GDP is projected to fallléss than 12 per cent by 2015 and Syria
will become a net oil importer by 2010-2105. Thegereds from net oil imports will swing
from a surplus of 3.5 per cent of GDP (2006) taefait of 10 per cent in 2015. The fall in
receipts from oil is a threat to the future stapitf the government’s budget. The decline
in production reduced government revenue from ades by 10.2 per cent of GDP
between 2003 and 2006, but the recent sharp risdé pirices has partially compensated
for falling production. The Syrian government hdsoaincreased revenues from other
sources, up by 3.3 per cent over the same periodei@ment expenditure was also cut by
3.7 per cent.

Syria is in the process of moving from a centraljzetate-controlled to a social market
economy and is developing the policy instruments thie institutions needed to facilitate
this. For instance, Syria's Decent Work Country gPamnme points to the need for
thorough reform of the country’s employment sersiedich are failing both job-seekers
and employers. It also observes that “Social ptime@nd social safety nets to protect the
vulnerable are not targeting the needed populafibe. existing social safety net is costly
and inefficient. It cannot manage the poverty ridksiving from the country’s economic

transition process. It is recognised that reformd diminishing of many of the subsidies

® No year given in paper for this. According to H2B07/08, foreign aid to Jordan was 4.9 per
cent of GDP in 2005.

" ILO Decent Work Country Programme; Hashemite Kingcbf Jordan; August 20086, p.4.

8 The World Bank figure for GNI (PPP equivalentpt GDP per head, in 2006 is $5,000.

°® World Bank, Migration and Remittances Factbook &00 available at
http://econ.worldbank.org/WBSITE/EXTERNAL/EXTDEC/HXOECPROSPECTS/0,,contentMD

K:21352016~isCURL:Y~menuPK:3145470~pagePK:641654{HK:64165026~theSitePK:47688
3,00.html.
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on goods and services can affect some segmenie q@opulation adversely, especially in
the short-term. The social security system, whihhie oldest in the Arab region and
which covers public and private sector employeegpémsions and work injury, is facing
severe challenges that will compromise its mediamatviability. Any reform needs to

address the current short comings but also toitakeaccount the country’s transformation
from a central market economy to a social markehemy."*

In spite of the fact that GDP per capita remainechanged in real terms between 1996/7
and 2003/4, the proportion of population below plowerty line was reduced from 14.26
per cent to 11.39 per cent. The paper suggestditbdtll in poverty was the result of
growth in real per capita expenditure, possibly ¢basequence of greater confidence in
economic prospects or a rise in transfers, pensidoestic transfers and remittances.
However, these three sources of income togetheesept only a small proportion of the
income of the poor, 3.79 per cent, compared witdIL per cent for the non-poor.

5.5. Thailand

Thailand has already been identified as a sucdessfih-growth economy. The paper

points out that government expenditure accountaftywer than average proportion of
GDP, currently running at 17.5 per cent of GDPfrom 15.3 per cent before the crisis of
1997/8. The Thai government customarily runs a budgurplus. The structure of

government expenditure has changed in recent yeafgre the crisis half of government

spending was capital expenditure and was spennfastructure — now (2003) it has

declined to 17 per cent, while subsidies and texsdfiave risen from under 10 per cent in
1996 to 24 per cent. Over the past 30 years Thhit@s moved from being predominantly
agricultural to an economy in which industry acasufor approximately 40 per cent of

GDP and commerce and services a further 38 per cent

5.6. Viet Nam

In 1986, the Sixth Party Congress approved a bmemhomic reform package that
introduced market reforms. The economy has beeniggostrongly since 1997, averaging
GDP growth of 6.8 per cent from 1997 to 2004 anclisently growing at over 8 per cent
a year. The government of Viet Nam has reaffirmed dommitment to economic
liberalisation and international integration. Vidam is a member of the ASEAN Free
Trade Area (AFTA). Viet Nam joined the WTO in Janua007.

The structure of the economy is changing: the ptapo of the workforce employed in
agriculture decreased from 73 per cent in 1990 4@ Jer cent in 2007, while the
proportion employed in industry and services haseased over the same period, from
11.2 to 19.6 per cent for industry and from15.2%® per cent for services. Employment
in state-owned enterprises represented only 9eyeric 2007 compared with 11.6 per cent
in 1990.

Viet Nam'’s strong export-led growth has attractegbign investment, has led to a growth
in the money supply and has fuelled inflation whigmow running at over 12 per cent a
year. As a consequence the government has annoansedbilisation package involving
cuts in government expenditure and stopping inieffiic public investment projects,
postponing new ones and allowing greater flexipilit the exchange rate. The high rate of

19 Syria Decent Work Country Programme — Februan8203.
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inflation has had an impact on real wages which &lad been growing strongly since
2000.

Globalisation and the liberalisation of internatibtrade is the unifying theme
all six countries -but at the same time there are significant diffees betwee
them. All six countries have enjoyed moderate toe#gnt rates of econon
growth in recent years but volatility in the woddonomy and geopolitical fact
in the Middle East increasencertainty. Future economic growth will depenc
their success in regional and global markets. Maatufed exports from the forn
sector of the economy are a key element in the tyraivindia, Jordan, Morocc
Thailand and Viet Nam. The first prigritfor governments is to maintain ¢
enhance the competitiveness of this sector and #hreyconsidering ways
achieve this directly through education and labmarket reforms and indirec
through health expenditure. Natural resources playmportah but diminishin
role in the economies of Morocco and Syria. In ezmimtry, with the exception
Jordan, undecapitalised smallholdings coexist with modern agtige supplyin
domestic or foreign markets. Remittances from eitizworking in otherauntrie:
are significant for Jordan (16.9 per cent of GDR@®5), for Morocco (c. 6 p
cent of GDP in 2007) and also for Syria.
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6.  Agriculture, the formal economy, the informal ec

6.1.

Table 4:

6.2.

onomy

Introduction

All six countries have multiple economies: a forroainmercial and industrial sector, parts
of which are highly productive, a lower productwinformal sector and an agricultural
sector which, though it may have high productidtgments, is overall a low productivity
sector and acts as a sponge, soaking up excessr l&dbm other sectors, often on a
seasonal basis.

Labour force and GDP by sectors

Labour force Agriculture Industry Services
(milions) Labour force GDP (2006)? Labour force GDP (2006)? Labour force GDP (2006)2

G ) () (%)
India 516,400,000 600 18.0 12.0 28.0 28.0 (2003) 55.0
Jordan 3,441,000 50 3.0 125 32,0 82.5 (2001 est)  68.0
Morocco 11,050,000 40,0 17.0 15.0 29.0 450 (2003 est)  54.0
Syria 5,462,000 192 25.0 145 33.0 66.3 (2006 est)  42.0
Thailand* 37,122,000 418 10.0 204 46.0 378 440
Viet Nam** 45,600,000 546 21.0 196 410 25.9 38.0

* Thailand labour force data are contained in the Thailand paper. Based on Labour Force Survey, Quarter 3, 2007.
Industry category is industry + construction.

** \liet Nam labour force data are contained in the Viet Nam paper.

" Labour force data 2007 from CFB for India, Jordan, Morocco and Syria.

2\World Bank , World Development Report 2008.

India

In India the informal economy is an inescapabldityeaOf the total employed population
of 457 million (the total workforce may be as high 516 million);? 395 million are in
what the paper calls the “unorganised sector”. Astoned above, agriculture provides
livelihoods for two thirds of India’s populationmploying 253 million people. For this
reason India’'s Decent Work efforts are directedals the informal sector. The paper
recognises “the need to provide adequate and kelsmtial security to unorganised sector
workers as an entitlement and that, further, there& need to shift the focus from
employment-based social security benefits to usalgorovision. ... In the current context
of globalisation, an effective and efficient socigcurity system is a key instrument to
soften income gaps, redistribute incomes and enthae harsh social conditions are
avoided for the vast majority of unorganized wosker

1 CFB.

2 CcFB.
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6.3.

6.4.

6.5.

6.6.

Jordan

Jordan is highly urbanised, with 78 per cent of pbpulation classified as urban and 38
per cent concentrated in the capital city, Ammagriéulture plays only a small part in the
economy, accounting for 3.5 per cent of GDP andp&rOcent of the labour forcé.There
are no data on the size of the informal economyithstlikely to be substantial. “As much
as 94 per cent of the private sector has 4 or fevegkers. It is estimated that the number
of persons employed in these micro enterprisesustcior 46 per cent of total private
sector employment and firms with 5-19 workers aeptt® per cent Only 42 per cent
of the labour force is covered by the Jordanianessecurity systent®

Morocco

In Morocco, agriculture accounts for 14.5 per cehhGDP but employs 43.3 per cent of
the workforce. People working in agriculture maleSy per cent of the poor in Morocco.
The paper describes the disabled and the agriatlpapulation as “forgotten” by social
protection. With regard to the informal economye thaper says “Traditionally the
informal economy is seen as having a certain hurobé&ey advantages. It allows for a
certain flexibility with regard to assets and remuation of labour because reward margins
can [easily] be reduced, and family labour and emjices, paid little or nothing, can be
mobilized. The informal economy acts as a pallafir unemployment in an environment
of crisis in which the state and the modern seciber ever fewer possibilities of
employment.”

Syria

For Syria, as for Jordan, there are no figureslabia on the informal economy but it is
likely to be sizeable. The paper on Syria points“the high degree of informality in Syria

particularly in rural employment implies signifidasegments of the working population
lack formal coverage. For instance, almost twoaduhree working females and one out of
two working males in rural areas are unpaid or-sglployed.” The Syria Decent Work

Country Programme also refers to the informal eopn@s growing and expanding.
Agriculture is an important and strategic sectonpying 19.2 per cent of the labour
force and contributing 23.6 per cent of GDP. Keyiadtural sectors, cereals and cotton,
are subsidised.

Thailand

In Thailand, in 2007, agriculture employed 15.5lignl people, 42 per cent of the total
work force of 37 million. Yet in the same year, iaglture accounted for just 8 per cent of
GDP. Overall the informal sector employed betwe@m2d 22.5 million of whom between
6 and 7 million were unpaid family workers.

3 CFB.
14 1LO Decent Work Country Programme; Hashemite Kinmgcbf Jordan; August 2006, p. 4.

15 |bid, p. 3.
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6.7.

Viet Nam

The Framework for Promoting Decent Work in Viet Narates “ The burgeoning informal
economy and the micro-enterprise sector provids gial incomes but often at the expense
of working conditions, wages, social security ahd general quality of the work they
create. Increasing numbers of workers (and ensagyilie outside the strict purview of
labour law and beyond the reach of labour admadisin and industrial relations actors
and are unable to articulate their concerns anideagms.”

Recent studies indicate that about 20 per certeofshole economically active population
in Viet Nam works in the informal sector. It is gdde, the paper says, that the informal
sector has created jobs for between 7—8 milliorkets. It is estimated that 70 per cent of
the female workforce are employed in the informedter. The paper also notes that the
informal sector provides additional jobs and therefincome-generating opportunities to
many people whose jobs do not generate enough mdonsupport their families, e.g.
teachers, service workers.

Moreover, in the rural areas, millions of farmers able to earn extra income through
informal activities. This is important because im&from farming for millions in the rural
areas is extremely low, as low as US$1.30 a mad¥ibund 90 per cent of all the poor in
Viet Nam live in rural areas.

The paper observes that the informal sector “... sgithain an important permanent sector
in Viet Nam’s economic life and structure. Studsé®w that each year about one million
young persons start looking for jobs, and at thages there is no possibility for Viet Nam
to create so many new jobs. The only solution béllthe expansion of the informal sector
in both urban and rural areas, and gradually impgpits quality. In fact, regarding the
urban areas, the dynamism and the possibilitiesdpan up through informal economic
activities give much hope to the urban poor.”

Earlier the paper states that “Bringing informalrkers into the framework of social
protection is essential for sustainability. Thet fdi@at more than a million Viethamese are
still working in the informal economy reflects argistent and troublesome inability in
existing formal mechanisms, protection and systémsdequately serve a sufficient
number of workers and workplaces. To effectivelieaer social security into the informal
economy, the focus of attention should initiallyglaced on priority areas, such as access
to basic health care, family benefits or allowantted permit children to attend school,
targeted cash transfer programmes and basic ualygasions for old age and invalidity.”

Table 5: Urban population as proportion of total population — percentage

1975 2005 2015
India 21.3 28.7 32.0
Jordan 571.7 82.3 85.3
Morocco 37.8 58.7 65.0
Syria 451 50.6 534
Thailand 23.8 323 36.2
Viet Nam 18.8 26.4 31.6

Source: UNDP, HDR op.cit., Table 5.
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This chapter highlights the weight of the infornsgctor in terms of employme
and, within the informal sector, the rel& importance of agriculture. The differe
between the substantial proportion of the workfasceupied in agriculture and
relatively small contribution to GDP underlines theallenge in terms reduci
poverty and extending social protection to tbeal population which accounts fc
significant proportion of the informal sector. Onily Syria, with its subsidis
agriculture, is its contribution to GDP greaterritthe proportion of the workfor
occupied in agriculture. In all countries the imf@l sector has an important ur
dimension, correspondingly greater in the more midzal countries such as Jorc
Morocco and Syria.
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7.  Social protection

7.1. Introduction

In all six countries social insurance is restrictedhe formal sector of the economy, that
is, to larger private sector companies and the mgorent sector. Some systems are in
place or are being introduced for more extendedttheare coverage. In general, there is
considerable movement and innovation as governnsadk to reform and extend their
social security systems.

All the papers provide more or less detailed infation and analysis on the coverage of
existing systems and also look at reforms beingéhiced or currently under discussion.

7.2. India

7.2.1.

7.2.2.

7.2.3.

Introduction

The main issues regarding social protection indrade:

= that social insurance is restricted to the forme¢tesr, and even there it is
incomplete and covers only 66 per cent of emplgyees

= that over 90 per cent of India’s vast informal sectural and urban, are without
social protection of any sort and have to rely beirt own resources, extended
family networks or money lenders to deal with csise

» the programmes that are available in the informatts are patchy and
inconsistent and deliver very meagre benefits;

= the government has acknowledged the need to extenthl security to the
informal sector but there is real doubt whethes thiention will be matched by
the resources needed to make it a reality.

Provident Funds

Provident fund schemes provide social security i@rkers in factories and other
establishments with 20 or more employees. Theyfimanced by contributions from
employers and employees. The number of establistsmenvered by provident fund
schemes increased from 408,831 in 2004-05 to 481i62006-07, with the number of
employees covered rising from 41 to 44 million. Tiember of employees covered in
2004-05 represented 66 per cent of the formal s@aidkers in the country but only 9 per
cent of the entire workforce.

Contributory health insurance

Health insurance is organised under the Employ¢ste $1surance (ESI) Act. Currently
ESI applies to employees drawing wages up to RS007,a month (approximately
US$150.00 at current exchange rélein factories using power in the manufacturing

18 Current exchange rate is approximately US$1.08.5®00.
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7.2.4.

7.2.5.

7.2.6.

7.2.6.1.

process and employing 10 or more people. It appbeson-power-using factories and
other establishments, such as shops and restgueampsoying 10 or more people. The
scheme is administered by a corporate body, theldymes’ State Insurance Corporation,
with members representing employers, employeesirateand state governments, the
medical profession and Parliament.

The scheme is financed by contributions from emgésy(1.75 per cent of wages with zero
contributions from those earning less than Rs.®pd) day) and employers (4.75 per cent
of wages). Each state government bears 12.5 pérofathe total expenditure on care
provided by the scheme within the state. The schalee provides cash benefits for
sickness, maternity, temporary disablement andr @twetingencies. In 2005-06 only 8.4
million employees (2 per cent of the total workiyavere covered and 10.69 million
people insured by the scheme.

Other benefits

Gratuities equivalent to 15 days wages for evear Y& service, up to a maximum of Rs.
350,000 are payable to employees who leave theik wfier more than five years of
service. If the employee dies or is permanenthatlied, the condition of five years of
service does not apply.

Maternity benefits are payable to women employeesiployment cannot be terminated
during absence caused by pregnancy. The maximumdpérr which a woman can
receive maternity benefit is 12 weeks — six weeKsie and six weeks after delivery.

The Workmen’s Compensation Act obliges employerpdyg compensation to workers
injured in the course of their work. Workers cackby the ESI are not eligible for this
compensation.

Discussion

Only a small proportion of the total workforce isvered by formal contributory schemes.
The paper points out that this number is shrinkbegause of the growing use of
contracting systems by industries within the forsattor. The use of contract labour in
the organised manufacturing sector grew from 7cpet of total person days in 1984 to 21
per cent in 1998. This is not always driven sol®lyemployers because workers in some
industries have preferred to become self-employediame-based despite the loss of
protections provided in the formal sector. Theredgiscussion, however, of the quality of
health care available under the different schensesohthe transaction costs of accessing
care, which might explain this preference for withelal from the formal labour force.

Non-contributory schemes

Social assistance

Social assistance schemes have been set up fer lthiogy below the poverty line (BPL).
The schemes provide rather modest old-age pengiagrnity benefits, family benefit,
disability pensions and widow’s pensions. The amoointhe old-age pension, until
recently Rs.75 per month, went up to Rs.200 pertmam 2006—07. An amount of
Rs.10,000 is provided as a family benefit to hootsshwhich lose the principal income-
earning member in an accident or natural death.ahm@unt of maternity benefit is Rs.500
per birth for up to two live births. The widow’s mon is also Rs.75 per month per
beneficiary. The amounts of benefit are, as thepapserves, paltry.
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7.2.6.2.

7.2.6.3

The number of beneficiaries is also small. Thedatgrogramme is the old age pension
which assisted approximately 7 million people i2®6. The cause of this very reduced
coverage is budget restrictions, which have ledgtéte governments tightening eligibility
criteria, lack of knowledge about the existenceéhef schemes and bureaucratic obstacles
in accessing the benefits. In addition, the besiglie so meagre that poor people face high
opportunity costs in terms of wages forgone whij@ng to obtain assistance.

Social insurance

In 2000, a “group-based social insurance schenm&’,Janashree Bhima Yojana (JBY),
was introduced for persons in the 18-60 age grdbp.insurance cover provided is up to
Rs.30,000 in case of natural death, Rs.75,000 se od accidental death or permanent
disability and Rs.37,500 in case of partial diggbilAn innovative feature of the schemes
is that two school-going children of participante @rovided with scholarships of Rs.100
per month to complete school education. A subsfddOger cent is provided of the annual
premium of Rs.200.

The number of participants has grown quickly frasmlaunch in 2000 to over 6 million.
There is also a high renewal rate of almost 7Ccpat. Since this is a group-based scheme,
it is largely microfinance groups promoted by NGl government which have accessed
the scheme. While motivation and follow-up work B¢Os contributed to improved
coverage, peer pressure in the group has also wegrcenewal rates. The scholarship
scheme has also provided an important motive floewal. The low and declining claim
ratio (0.48 per cent in 2005-06) is attributedrte tole of microfinance groups in assessing
claims and the claims being submitted to a higkeellof authority.

Although the scheme has enjoyed rapid growth thmbau of participants is small in
comparison with the population that could benebif the scheme. This is explained by
low awareness of the scheme and restrictive aitestnich limit participation to BPL
households.

Health insurance

A group-based scheme, the Universal Health Inser&aheme (UHIS), was launched by
the central Government in 2004. With this scheime,government of India recognised for
the first time the importance of mobilising contrilons from the people themselves. The
government provided a subsidy of Rs.100 for menfiyersvhich remains fixed whether
an individual or a family of five or seven buys ihsurance.

The benefits provided were as follows: in case @dpitalisation, the scheme provides
medical expenses up to Rs.30,000 per householdn iearning member falls sick, it
provides for the loss of livelihood at a rate of Rsper day, for up to a maximum of 15
days; in case of death of the earning head of lhmldelue to personal accident, Rs.25,000
is to be given to the nominee.

The UHIS was expected to cover 10 million individuan its first year. However, its
performance has been modest: in 2004, around 4Q7(@8useholds (16 million
individuals) were insured in all states and unemitories; nearly 48 per cent of them were
from rural areas. Only 11,408 persons belongedhaoBPL category, which is roughly 1
per cent of the total persons covered. This suggst it was mostly the non-BPL
households which had been buying the policy, dedpi¢ subsidy being offered to BPL
households.

In 2004-05, therefore, the Government revised thkSUto provide a larger subsidy to
BPL households, and made this subsidy variablegrmttipg on the household size of the
insured, reducing further the effective contribatiaf participants. At the same time, the
government restricted the scheme to BPL houselwitis This was a strange decision,
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given that in previous years it was the non-BPLdathwlds that were subscribing in larger
numbers, despite the fact that they were not édidilr the subsidy.

In reality the UHIS has been a less than univessleme. With only one million
participating members, it has extended coveragentp a very small proportion of the
informal sector. Despite significant subsidies phaeticipation of BPL households has been
low. There has also been a severe regional imbalanccoverage: the states of
Maharashtra, Gujarat, Tamil Nadu, Rajasthan andrURtadesh provide a major share of
total membership, while some of the smaller stategably the North-eastern states,
provide for near-zero coverage. And it has now keemounced that the scheme has been
closed.

7.2.7 Discussion

While the majority of formal sector workers pamiate in contributory social insurance
schemes, over 90 per cent of workers in India’gdanformal sector have virtually no
protection at all. The paper makes six points:

= Schemes intended to provide some assistance tganmised workers are patchy,
inconsistent and do not conform to any overall gawision.

= There is a multiplicity of schemes which have updeformed because their
administrative costs are too high, the benefityg tirevide are too meagre and they
have had negligible impact on their target popaotei

= Government expenditure on social security has bresrificient: according to the
ILO World Labour Report (2000), public expenditume social security in India
was 1.8 per cent of GDP compared to 4.7 per ceftiihanka and 3.6 per cent in
China. This deficiency can also be found in a neinds India’s states.

* In response to budget restrictions state goverrshdrdve cut social security
programmes and tightened eligibility criteria tosere that there are fewer
beneficiaries. The example is given of old age j&ssbeing restricted to the
destitute and BPL which has resulted in the exclusof large numbers of
vulnerable older people.

* Most schemes have been confined to BPL householtfeiinformal sector. This
excludes large numbers of poor workers who do albtifito the BPL category.
Studies show that poor unorganised workers whoati@ve the poverty line
experience multiple deprivations, demonstratingt ttiee BPL criterion is a
restrictive and inappropriate approach to extendiogal security to unorganised
sector workers.

= Informal sector workers have no bargaining powerabee for the most part they
are not members of trade unions or self-help grolipés means that they are
unaware of social security schemes for which thaghtrbe eligible.

The Unorganised Sector Workers’ Social Security BI07 is a step in the right direction.
It seeks to universalise social security bendbits,only for unorganised workers belonging
to BPL households. This means that once more teemaajority of unorganised workers
are left out. Affordability is an issue given thanployers cannot be identified for about
half the unorganised sector workers in the country.

30 ILO/EU/INT/R.28



The need for effective social security by the infal sector is illustrated by studies
showing the type and frequency of crises faceddaséholds in the sector. For example,
41 per cent of agricultural and construction woskbad faced a crisis in the last three
years, while this figure rises to 90 per cent falitdagricultural labourers. Nearly half of

the affected agricultural workers had to spendawo a half times their monthly income to
deal with the crisis. Coping mechanisms includedwwing from money lenders and other
family members.

7.3. Jordan

7.3.1. Social protection

The main issues regarding social protection inglo@te that:

e Social insurance is restricted to the formal @eand covers only 42 per cent of the
work force.

*  Current pension arrangements are quite genesdlasying employees to retire on
maximum pension after 30 years of service. In 2@@6ly retirees constituted 73.2
per cent of all old-age retirees, with an averagieement age of only 53 years.

* Insurance against unemployment is not covere@xisting schemes. There is, not
surprisingly, a high correlation between povertg amemployment. Poverty rates in
households headed by unemployed people, at 21.6ep¢rare nearly twice the rate
for households headed by someone in employmer&,dE2.cent.

*  The current legislation on maternity benefitsjehtrequires employers to pay the full
costs of paid maternity leave, adds to the alrdéayparticipation rate of women and
affects particularly that cohort of women who aeaving higher education and
seeking work for the first time.

»  The abolition of food subsidies by the 1996 welfeeform has not been adequately
replaced by means-tested benefits of the NatioithFANd.

7.3.2. Social security

There are currently three public social insuranestitutions providing old-age, survivor
and disability pensions as well as injury insurafareemployees in the private and public
sectors.

The Social Security Corporation (SSC), Civil Seevieension Scheme, and the Military
Pension Scheme. In the mid 1990s, the governmejainbine process to integrate all three
schemes into a single social security system. $taged with the civil service pension
scheme which was closed to new entrants as of 8B&wed in 2003 by a similar step
regarding new entrants into the military pensiohesge. The SSC was then opened to all
new civil and military entrants. The intention gsghase out the civil service and military
pension schemes by around 2060 when the last botdriretires and dies.

The Jordanian Social Security Corporation (SSC)casnpulsory for private sector
establishments with over five workers. Self-emptbyedividuals may participate in the
scheme on a voluntary basis. “In 2006, there w2814 actively insured establishments
with a total membership of 661,651 insured, représg slightly more than one-third of
the overall labour force and one-fifth of the waordkiage-population in Jordan.”
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Paid maternity leave is excluded from the socialrance system. Instead, the Jordanian
labour code requires employers to bear all thescobtpaid maternity leave. The high
unemployment rate among women aged 20-24 (43.6gyrin 2003) and the subsequent
steep fall in rate for older age groups suggesds ¢mployers actively avoid employing
women who they believe are likely to become preginan

Contributions
Insurance type Employee Employer Combined
Old age, disability, and survivors 55 9 14.5
Work injury 0 2 2
Total 55 11 16.5

Source: SSC annual reports 2006.

Currently the SCC’s income from contributions ismfortably in excess of benefits.
However, according to the most recent actuariallatidn as of 2004, conducted by the
Social Security Department of the ILO, expenditwil first exceed contribution income
and total income by 2015 and 2027, respectivelymeet future obligations, accumulated
assets will have to be liquidated starting in 2G2Wl this could continue until it is
completely depleted by 2036. Moreover, the berulfiexpressed as a percentage of GDP
is projected to gradually increase from 2.21 pert ae 2006 to 3.6 per cent in 2015, and
then accelerate, reaching 6.2 per cent in 2030,18M per cent in 2060. The average
uniform contribution rate required to actuariallgldnce the system in both insurance
branches is estimated at 26.4 per cent as opposte tcurrent contribution rate of 16.5
per cent:’

7.3.3. Gender and social security

The paper notes that women are much less likebetmsured than men: “Although there
seems no gender gap in coverage within the wonkialgs and females, only one out of ten
working-age females are insured by the SSC compaittd more than one out of five
working-age males. That is mainly due to lower ipgrétion rates among females, but more
generally the lack of universality in the insurasgstem discriminates against females.”

7.3.4. Cost

The Jordan paper makes an estimate of the oversll af the existing social security

system. With the caveat that the figures providesl almost certainly an underestimate,
the paper estimates that in 2005 total expendibardnealth and social security benefits
including contributory and non-contributory schemess 8.34 per cent of GDP, of which

the government’s share was 5.46 per cent, whiléribotions to the system represented
3.97 per cent of GDP. In the same year, investrimaume was 18.68 per cent of GDP
(clearly an exceptionally good year for the SS@Y 4.71 per cent came from government
revenues. See Annex 1.

7.3.5. Health care

The coverage of health care is as follows (2004):

" JLO. Actuarial Valuation as at 31 December 2004 and Gtimation of Contemplated Reforms
(Unpublished work). Geneva, Social Security Departm

32

ILO/EU/INT/R.28



Uninsured — 32.4 per cent

UNRWA — 11.0 per cent (UNRWA caters exclusively tte
Palestinian refugee population)

CHIP —19.5 per cent (Civil Health InsurancedPamme)
RMS — 27.0 per cent (Royal Military Services)
Private — 8.8 per cent

It was estimated in 1999 that 67.6 per cent of gbpulation was covered by health
insurance.

The largest insurer is the Royal Military Servi¢B8MS), which provides health insurance
to active and retired military personnel, publice#ty personnel, members of the royal
court, telecom company staff, and their dependaviesnbers pay a very low premium
between JD1-5 on a monthly basis and receive health in Ministry of Health (MoH)
and RMS facilities. The MoH administers the Civiédlth Insurance Programme (CHIP),
which covers civil servants and their dependantslividuals certified as poor, the
disabled, and children below the age of six. Thatmy premiums for civil servants are 3
per cent of the employee’s gross salary deductetthtyowith a limit of JD30. Some small
co-payments are also applied. Other public scheénchsde the Jordan University Hospital
insurance programme which covers university emmsyand their families, university
students, and staff of some companies with speajméements with the University
Hospital. The UNRWA also provides health insuratweegistered Palestinian refugees.
Private health insurance arrangements are adnmedsteither by private insurance
companies or by self-insured firms and usually \vargrms of policy provisions.

Public expenditure on health care now accountfuiirunder half total spending on health
(48.3 per cent in 2005), indicating the rising imtpace of private spending on health care.
The private sector plays a significant and incregasole in the delivery of health care. In
2006, the private sector employed 60 per cent bfplysician, 93.1 per cent of all
pharmacists, and 82 per cent of all dentists.sl aperates 58 hospitals that contain much
of the country’s high tech diagnostic capacity atilact significant numbers of foreign
patients from nearby Arab nations.

In 2005 the World Health Organisation estimated hatal Health Expenditure was JD
878 million, 9.7 per cent of the GDP. The Jordanigmvernment allocated significant
resources to the health care, totalling JD424 omilin 2005, 4.7 per cent of GDP and 9.4
per cent of general government expenditure.

Monthly contributions to CHIP are 3 per cent ofasglbut with a ceiling of 30 JD. As
noted, contributions to RMS are very low, rangirani 1 to 5 JD a month. In other words,
the funding mechanisms for the major providersudflic health are regressive. All sectors
of the population make significant out-of-pockeympents for outpatient health care, with
poorest 20 per cent of the population paying omae 9 per cent of household income, a
larger share of their income than any other incgnoip.

7.3.6. Non contributory public social protection pr ogrammes in Jordan

Poverty alleviation interventions in Jordan are mistered by the National Aid Fund
(NAF). Founded in 1986 as an administratively ammgricially autonomous institution,
NAF operates as the single state-funded sociatysatg for poor and vulnerable groups.
Since it was set up, many reforms have been impigsdeo respond to challenges arising
from socio-economic shocks.
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7.4.

The Jordan Poverty Alleviation Strategy targets “th@orest of the poor”, the “working
poor” (both below the poverty line, representing6lger cent of the population in 2002)
and the “near poor” at high risk of falling belotetpoverty line (a further 2.1 per cent of
the population). The number of beneficiaries andget of the NAF have risen since 1997
mainly to compensate for welfare losses resultiognfthe elimination of food subsidies.
Although the NFA budget has risen at a rate of &6gent a year it represents less than 1
per cent of GDP.

In 2006 93 per cent of National Aid Fund expenditwas in the form of Family Income
Support cash payments to poor families. Despiteimalig rigorous targeting, studies
show that all income groups benefit from FIS paytweand that less poor vulnerable
households benefit more than the very poor. Thgetarg inefficiency of the NAF
transfers seems to have resulted in a very moogsidt on poverty alleviation, despite of
their size and orientation. The poverty rate woddve increased only by less than one
percentage point without the NAF transfers.

The overall budget of the NAF peaked in 2002 a7 @&r cent of the budget and has since
been reduced to 0.58 per cent in 2006. Actual litsrediid out were a little less, at 0.7 per
cent of GDP in 2002 and 0.52 per cent in 2006.

Morocco

7.4.1. Social protection

The main issue is the restricted coverage of egstocial security. The CNSS, the private
sector scheme, provides retirement benefits foy 8dlper cent of the economically active
urban population, and all the funds together preydnsions for about two million people,
only 26 per cent of the whole economically actiepylation.

The social security system currently comprises feeparate national schemes, eight
mutual societies and private schemes and one \asjuischeme run by employers. The
two most important schemes are CNSS (Caisse Né&tiate Sécurité Sociale) for the

private sector and the CNOPS (Caisse NationaleQdganismes de Prévoyance Sociale)
for the public sector. There are two smaller sctemR€ECAR for local state employees and
temporary workers and CMR (Caisse Marocaine deaRe}rwhich administers a number

of non-contributory pension schemes for, amongrsthaeld resistance fighters, civil and

military invalidity pensions and some other “spé&cigayments which are being phased
out.

7.4.2. Health

The health insurance system is currently undergoafgrm alongside a more global
reform of the health system itself. The health iasae scheme, AMO (Assurance Maladie
Obligatoire) is being phased in over five yearsrfrd006. AMO will cover costs arising
from illness, accident, maternity and rehabilitatidMO will provide health insurance for
1.6 million wage earners in the private sector w@henot currently covered. Together with
others already participating in civil service and/gte schemes and mutual societies, the
new system will provide health insurance for ovem8lion people. The number of
beneficiaries will be much greater than the numbeemployees registered with the
different schemes because family members are aiszred.

Other benefits — for death in service, invalidityd age pension, dependants, redundancy
(under study), family allowances — remain the raspulity of the existing funds, such as
the CNOPS (for the public sector) and the CNSS.
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A further medical insurance scheme called “Inayathvihree contribution levels and
corresponding levels of service was set up in 2fa®7independent workers. Up to 3
million people will be covered by this scheme.

The reform and extension of the social securityesysis largely restricted to the formal,
urban sector. Five point five million people, 52 pent of the 9.9 million workforce, work
in agriculture and typically have very low incomesban wage and salary earners account
for 43.2 per cent of the workforce. With a growipgpulation of older people, it is likely
that in future the active working age populatiord @heir employers will have to make
higher contributions in order to maintain the salwe of the system. The Morocco paper
also fears that this responsibility will fall by fdelt to the state. A study by the CNSS
suggests that it will fall into deficit by 2019dbntributions are held at their current level.

7.4.3. Safety nets

The RAMED (Régime d’Assistance Médicale aux Ecomprament Démunis) was
launched in February 2007. Its purpose is to rentedyinjustice of unequal access to
health care. Currently 56 per cent of the Morodgsaspital budget benefits the richest 30
per cent of the population while 7.4 per cent benéie poorest 30 per cent. 67 per cent of
the health services provided freely by the stateebethe richest 20 per cent of the
population while only 5 per cent of the poorestp20 cent of the population, that is, just 1
per cent of the total population of Morocco, hamg access to health care.

RAMED is targeted at the poorest. In order to as@vices through RAMED, people
have to pay a symbolic sum (10 dirhams) to receineofficial “poverty card” (carte
d’'indigence). Nine million people, nearly a thirfitbe population, will be covered by the
RAMED system. This means that about half the pdmuawill have some sort of medical
insurance, either through the contributory systettmmugh RAMED.

With RAMED covering 9 million people, almost a thiof the population; AMO covering

7.7 million (5 million in the private sector and/2million in the public sector) million; and

350,000 covered by private insurance; around 5@@etr of the population will have some
sort of medical cover from now on. This comparethwgre-reform coverage of only 17
per cent of the population (2.5 million in the gatdector; 1.6 million in the private sector;
350,000 covered by mutual and private schemesthegevith a small number of people
enjoying public health benefits)

The following table sets out the changes resuftiogn the reforms currently in progress:
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The reforms

Entry into force Coverage

AMO (Assurance Maladie Obligatoire) 1st March 2006 1 million employees in the public sector — 2.7 million

beneficiaries in total when eligible dependants (ayant-
droits) are added.

1.8 million private sector employees — 5 million
beneficiaries in total when eligible dependants are

added.
Mutual and private schemes 350,000
INAYA (independent system) Due to start in 2007 but has 3 million (estimate)
not yet been launched.
RAMED (Régime d’'Assistance Médicale February 2007 9 million beneficiaries (estimate)
aux Economiquement Démunis)
TOTAL 20 million (estimate) — in other words a coverage of

nearly 65% of the population

Those accessing health care through the RAMED syatdl not be able to access private

health services which have the best equipment emdde the best services. The Morocco

paper concludes that this will officially put inggle a two tier medical system (médecine a
deux vitesses).

7.4.4. Food subsidies

The budget for food subsidies rose by a factoivaf between 2002 and 2008. According
to a recent study 40 per cent of food subsidiegfitethe richest 20 per cent of households
whereas the poorest 20 per cent account for onlgetGent. The cost of providing these
subsidies rose by 19.1 per cent between 2004 ab@ &0d they now account for 2.1 per
cent of GDP. The government is proposing to reftrensubsidy system in order to target
benefits more accurately at the needy. This, howewié put pressure on labour costs and
could jeopardise Morocco’s export competitiveness.

7.4.5. Other programmes

Drought programmes play an important role in aisgjstural people to cope with climatic
shocks. However, the effectiveness of these promesnis debatable. Insurance against
drought is now seen as a more effective instrument.

NGOs are playing a significant role in health amdnicro-finance. They have been able to
access significant resources. The total capitahefmicro credit sector is over US$76
million and there are more than a million activierds.

7.4.6. Comments

The paper states that effective social protectidh depend on future strong economic
growth needed to provide employment and ensure al glow of contributions into
insurance funds. It calls for the informal sectibe integrated in social security systems
to strengthen funding and to reduce vulnerabilitypoints out that there is a very uneven
level of service provision and that there is neadldws or regulations to harmonise the
rights and obligations of contributors, benefi@arand service providers. Pensions are, for
the most part, very meagre : 73 per cent of retieaple receive a pension that is less than
the minimum wage (SMIG - salaire minimum interpesienel garanti).
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There are two indicators of the enormous gap thattb be bridged. First, 75 per cent of
Moroccan workers do not have access to existingiparsystems and 85 per cent of men
and women, are excluded from health insurance lseca the end of the day, AMO will
provide benefits to only 30 per cent of the popatatRAMED will have to make good
this deficiency.

7.5. Syria

7.5.1. Introduction

The ILO, in consultation with national authoritigs, currently working to formulate

Syria’s DWCP. The DWCP seeks to promote opportesitor women and men to obtain
decent and productive work in conditions of freedewuity, security and human dignity.
The proposed framework for Syria identifies “Contitie to poverty reduction through
decent work” is the framework’s development goal thee period of 2007 -2010. Social
protection is one of its three priority areas.

The Common Country Assessment (CCA) of 2005 andUthieed Nations Development
Assistance Framework (UNDAF) for 2007- 2011 strédss need for balance between
economic growth and social protection and seekgreonote stronger social protection,
including safety nets for the poor and the vulnkratvhich are an important element of
the proposed DWCP. Good governance (UNDAF outcojnand the delivery of basic
social services (UNDAF outcome 3) will be also graed throughout the proposed
DWCP.

7.5.2. Social security

Social protection benefits are mainly provided tlgio state organisations and the
Institution of Social Insurance (ISI). The statengumultiple social programmes and
provides several different consumer and producécepsubsidies. In addition, the
government provides universal health care acces$setgopulation. The United Nations
Relief and Work Agency (UNRWA), UN's regional pregnme serving the resident
Palestinian refugee population, runs social pragacprogramme to eligible Palestinian
refugees.

The social insurance system in Syria dates fron®19Be scheme is mandatory for private
employees, civil servants and military personned aoluntary for the self-employed.
There is universal provision of health care. Bottpkyees and employers make social
insurance contributions. These are as follows:

old age, disability and survivors’ pensions employee 8 per cent employer 14 per cent

work injury employee 0 employer 3 per cent

Formal system retirement conditions are generousnah or a woman can retire with
maximum pension (75 per cent of last year averagetimy earnings) after 300 months of
contribution. See Annex 3 for a summary of ISI FemsBenefit Calculations and
Provisions.

7.5.3 Gender and social security

The paper comments that “... almost two out of tlweeking females and one out of two
working males in rural areas are unpaid or selfleggdl (compared with one out of nine
and one out of three, for urban working females arales, respectively). The gap in
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coverage between male and female is expected toumh wider if we look at the
working-age population as a whole. That is mainlg ¢ lower participation rates among
females, but more generally the lack of univergatitthe insurance system generally tends
to discriminate against the female population.”

7.5.4. Health care and health insurance

Six different ministries (Health, Local Affairs, ¢hier Education, Defence, Interior and
Social Affairs and Labour as well as a significamthers” category) are involved in the
delivery of health care. The private sector al&yglan important role alongside the public
sector. Private health services charge fees andaddefor by users in the form of out-of-
pocket expenses. In 2005, there were 373 privadpitats with an average of 20 beds per
hospital, compared with 85 public hospitals withaamerage of 193 beds per hospital (Al-
Khatib, 2006).

Total Health Expenditure (THE) in Syria increaseddestly between 1996 and 2005 and
was just enough to maintain the level of per capitpenditure at around 55-60 in US
dollars. As a per cent of GDP, THE declined over same period from 5.5 per cent in
1996 to only 4.2 per cent in 2005.

Currently about half of the cost of health care esrfrom household budgets as out-of-
pocket expenditure. In the last household surv@@3®4) annual per capita expenditure
on health was equivalent to 8.4 per cent of aveiragmme.

Syria plans to move towards a national health sste system, starting with reforms in
three provinces. Syria also wishes to raise Totlth Expenditure from $55-60 (2005) to
an average of $100 per head per year for the wtmlatry with a floor of $75 per head
per year for any one province. At the same timegiheernment wishes to increase private
investment in the health sector by a factor oféhre

7.5.5. Non contributory public social protection pr ogrammes

Syria provides extensive welfare programmes taais free of charge or as heavily
subsidised services, e.g. orphanages homes, cefmterthe handicapped, and rural
community development centres. However, Syria kitks a comprehensive and well-
defined social programme that targets the poor #med vulnerable segments of the
population. Syria’s social safety net systems aimagainly of the traditional family-based
social protection networks and the system of psidasidies for consumers and producers.

7.5.6. Subsidies

7.5.6.1.

Consumer Food subsidy

Syria maintains a subsidy on the price of flour andtioned subsidy on rice and sugar. In
2003 these subsidies represented 2.52 per cerDBf @/hile these subsidies are believed
to have been effective in ensuring that povertgyna is low and shallow, they are poorly
targeted, vulnerable to international price flutim@s and an increasing drain on the
national budget. The Syria paper comments: “Théfigiency and fiscal unsustainability
of price subsidies underscore the need for eshabiisa comprehensive formal social
protection programme that is well-targeted, effitieand ensures sought poverty
alleviations targets.”

38

ILO/EU/INT/R.28



7.5.6.2.

7.5.6.3.

Petroleum Price subsidy

The fiscal impact of the subsidy on petroleum prtslumainly diesel fuel, is even more
dramatic. The rationale for subsidising diesel figethat it is mainly used by the poor
and/or used for electricity generation or masssitaimitially the subsidy on diesel oil was
paid for with a tax on gasoline, mainly used byvat® vehicles. However, as the
international price of both gasoline and diesel ihaseased, the cost of subsidising diesel
has rocketed while, by 2006, the revenue from #xeon gasoline had almost vanished
altogether. The consequence is that the subsidyiesel in 2006 was over 14 per cent of
GDP. The across-the-board subsidy was very inefficiit was an incentive to smuggling;
it was subject to significant fluctuations of imtational oil prices; it acted as a perverse
incentive to consumers to substitute diesel forghetind, since the subsidy was not
targeted at the poor, all income groups could bereid the rich disproportionately so.
According to World Bank estimates, the richest #0 gent of the population benefits 25
times more than the poorest 10 per cent, whilgptierest half of the population captures
less than 20 per cent of the benefits.

Producer subsidies

Syria’s major crops, wheat and cotton, are botlsisiged. Self-sufficiency for cereals and
protection of the textile industry are the economid strategic justifications for these
subsidies. There is additionally a social protectiationale: 38 per cent of the poor are
farmers for whom the cultivation of wheat providesth income and nutrition. The
government agency, the GECPT (General Establishfoef@@ereals Processing and Trade)
purchases around 70 per cent of farmers’ cropb@teamarket prices. In 2000, the wheat
producer subsidy was 1.1 per cent of GDP.

Cotton is the second most important crop in Symploying 2.7 million farmers and their

dependants (about 15 per cent of the population)l & is closely related to the

development of the textile industry, which accouiaisabout 20 per cent of production
and employment in the industrial sector (IMF, 2006bhe state Cotton Marketing

Organization (CMO) is the sole permitted buyer gmther of seed cotton and also the
only exporter of cotton fibre. The CMO purchasedtao from producers at an

administered price set by the ministry of agrictgturhe price premium is high, 105 per
cent and 95.33 per cent for the years 2004 and,2@3pectively. The corresponding
subsidy was equivalent to 1.3 per cent and 1.X@eatrof GDP for those years.

7.6. Thailand

7.6.1. Introduction

Thailand is now in the second year of its tentheflgyment plan (2007-2011). The first
seven plans concentrated on economic growth andehelopment of infrastructure. The
eighth and ninth plans (1997-2006), focused on rz#ld human, social, economic
development and the environment, as well as ecanamstructuring and opening
opportunities for people’s participation.

Social protection was first promoted as a centohmonent of Thailand’s development
strategy in the ninth plan (2002-2006). There Wimeelements:

1. human development;
2. employment promotion;

3. social protection improvement;
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4. drug control and safety of people and their prigp
5. promotion of institutional participation in déepment.

By the end of the ninth plan, there has been pssgne economic and social development,
with more capital accumulation, improved healthustaand quality of life, higher per-
capita income, reduced poverty incidence, and loemployment. With regard to decent
work, the paper says, universal healthcare covenagebeen implemented, together with
job creation and greater access to social sertigaisadvantaged groups. The ninth plan
failed to reach its education target, however,mareasing the proportion of the labour
force with lower secondary education achievemesbtper cent of the workforce.

The tenth plan (2007-2011) focuses far more onkim@wledge economy, sustainable
development, governance and participation. It aimesyever, to reduce the poverty head
count form its 9.6 per cent 2006 level to 4 pert cérthe population by 2011.

7.6.2. Social security

There are five contributory social security schemes Thailand; non-contributory

retirement and health insurance for government eyegls; a non-contributory health
insurance for employees of state enterprises; thigelsal Healthcare (UC) for people
who have no other health insurance; and, finallyjumber of small social assistance
programmes.

7.6.3. Workmen’s Compensation Fund (WCF)

WCF covers industrial injury and work-related ikseand provides sickness, disability and
death benefits. It is financed solely by employeith contributions ranging from 0.2 to
1.0 per cent of insured earnings (2.0 per centrbefoe 1997/98 financial crisis) but
employers with a good record receive a no-claimsuboof up to 80 per cent.
Contributions are boosted by accrued interest. @gehas gradually been extended and
now includes all enterprises from one employee wugs/aCurrently 8 million workers in
over 300,000 companies are insured with WCF.

7.6.4. Social Security Fund (SSF)

The SSF insures employees in non-agricultural prises. The SSF provides the
following benefits: sickness (non-work related);temaity; invalidity; death and survivors’
benefits; child allowances; unemployment insuraacet old age benefits. Members of the
scheme who become unemployed can maintain theirbmiesinip provided they continue
to pay both their own contributions and employentabutions. The self-employed can
also join the scheme but benefits are restrictematernity, invalidity and death and they
have to pay both their own and employer contrimgioThere are currently 8.8 million
employees registered with the SSF and 400,00C:sgttoyed.

The SSF is financed by employee, employer and gowent contributions, but the
government makes no contribution for pensions. $8& is currently a very large fund
because old age pensions and child allowanceshegheintroduced in 1998. The SSF will
not have to begin to pay out for pensions for agioll® years.

7.6.5. Provident funds

The Provident Fund system was set up before 1984dier to encourage saving. They are
voluntary contribution schemes set up on a comgngompany basis. Fund management
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companies are selected by and report to a joini@me/employer committee. The whole
system is monitored by the Securities and Exch&ugamission.

Employees in government, state enterprises andatpricompanies can be members
together with family members. The employee contrdsucan be between 2 and 15 per
cent of salary, which must be matched by the engpleythis has made some employers
reluctant to agree to increases in employee cautioibs. Employee contributions are free
of tax up to a ceiling of 300,000 baht a year. staeent income is also tax free. The
benefit consists of a lump sum comprising his/r@mticbution, employer’s contribution
and investment income when he/she retires (at geech 55 or more) or when his/her
employment is terminated.

In 2007, 8,187 employers and nearly 2 million ergpks were members of 513 provident
funds which together had a net asset value of #d@bbath.

7.6.6. Government Pension Fund (GPF)

The Government Pension Fund was set up in 1983inatiy on a voluntary basis similar
to that of the provident funds. However, in 1996mmbership of the fund was made
compulsory for all staff employed by governmeneaflarch 1996. The contribution rate
used to be 3 per cent for both employee and gowemhrbut in 2008 the rules were
amended to allow employees to contribute up to d2gent of salary. The government
contribution remains at 3 per cent.

By 2003, the GPF had 1.16 million members — 96 qart of government employees.
Early retirement reduced membership by 50,000 42@vith a large number of 20-49
year old employees leaving government service. INeg per cent of the remaining
members are over 40.

7.6.7. Private School Teachers Welfare Fund (PSTWF)

The PSTWF was set up in 1975 as a welfare measutedchers in the private sector who
were generally less well paid and had worse cantitof service than their counterparts in
the public school system. The system was amenddaebirivate School Act of 2008. The

new act determines that the staff of private schae not covered by the Labour

Protection Act or any other labour relation lawst ib guarantees that the remuneration of
private school staff cannot be lower than the mimmguaranteed in the Labour Protection
Act.

Teachers can contribute a maximum of 3 per cestatary, which has to be matched by
the private school employer. The government (Migisf Education) contributes twice the
teacher’s contribution. Account Il is used for sieks, death, invalidity or other benefits
determined by the board.

Contributions are divided into two streams or aetsu Account |, the member’'s
contribution and Account Il the contributions ofetlemployer and the Ministry of
Education. Interest accrual from Account Il is usadsickness, death, invalidity and other
benefits determined by the board. Members of tHBVI#Swill receive a lump sum of their
contribution in Account | and interest accrual wtikay resign. They will also receive a
lump sum of the private school’s and the ministgomtributions provided that they have
worked for 10 years at the private school.

The paper comments that up to 2006 the PSTWF waested very conservatively by

being deposited with the domestic commercial bamdhas therefore not grown as much
as it should have done. In addition the governnmast paid in less than it should have
done, that is, 6 per cent of teachers’ salarieg fdper does not expect the new law to
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bring improved benefits for private school teachmrbetter performance from the PSTWF
itself.

7.6.8. Government Non-Contributory Social Protectio  n Scheme

Government officials and state-enterprise employesthe two categories of employee
who receive non-contributory social protection fridma government. Government officials
or civil servants receive medical care, pensiorldchllowance, death and disability

benefits. The same benefits for employees of saterprises are provided from company
revenue, with the exception of pensions for whichytare dependent on the provident
fund system.

Since 1901 a pension or lump-sum payment, finafiwed general tax revenue, has been
considered a reward for long service in governmémt.retirement government officials
can choose between receiving a lump sum paymenpension if:

» they reach the retirement age of 60;

* they have been employed for at least 25 years, or

» they want to terminate their employment at the ag50.

A special pension is available for government ddf& forced to retire owing to work-
related illness or injury. In the event of deatts@rvice, the pension is transferable to the

employee’s children or relatives.

The pension is determined as follows:

. Pension = years of employment x last salary esetbr
50
. Lump sum = years of employment x last salary eselb

Before March 1996, the amount of lump sum paymert pension was based on the
retiree’s last salary endorsed, not the actualrgataceived. This inflated pension
payments because many retirees got a favoured dake just before the month of their
retirement. In addition, there is no cap on pensgayments. As a consequence
government expenditure on the pension payments fgyeathout 20 per cent annually from
6.6 billion baht in 1990 to 19.7 billion baht in9&®

In view of this, the pension system for governmgfficials was reformed in March 1996.
Government officials who start their official empinent after March 1996 must be the
members of the GPF. Those who were employed béfareh 1996 may also choose to
be the members of the GPF. Being a member of the &fects the formula for pension
and lump-sum calculation and the maximum pensitirees can receive. The salary base
used to calculate pensions and lump-sum paymeatggeld from “last salary endorsed” to
“average salary in the last 60 months before matr®”. The cap of pension payment is 70
per cent of average salary in the last 60 montfardeetirement. However, even after the
1996 reform, expenditure on government pensioilgystw by 25 per cent in 1997 and 24
per cent in 2000.

In 2007 retirees in receipt of government pensi@$8,143) and those who took a lump
sum payment (9,277) in that year, accounted forp20 cent of serving government
officials (1,702,292). This proportion is expected grow as the number of people in
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government employment has been frozen and more @@aper cent of government
officials are older than 40 years of age.

7.6.9. Non-contributory health care — the Civil Ser  viced
Medical Benefit Scheme (CSMBS)

7.6.10.

7.6.11.

The CSMBS provides medical benefits to governméitials and their dependants and is
the first and most generous scheme in Thailandefterinclude in-patient and out-patient
treatment without the limit provided that treatméntprovided by a public hospital. In
some case, treatment can be provided by privatgithts

The scheme covers about 4 million people, but ¢85 billion baht in 1997, about 1.80

per cent of total government expenditure. Expemnéitacreased to 20.5 billion baht in

2002, about 2.14 per cent of government expenditar2007, the expenditure grew by 26
per cent to reach 37 billion baht. The governmex# tnied hard to limit this expenditure

but is finding it difficult. In 2003, the per-capitmedical expenditure of CSMBS scheme
was 5,700 baht. This increased to 9,100 baht ii7 200

Non-contributory health care — Universal
Health Care Coverage (UC)

UC was launched in 2001. It is the non-contributsogial protection scheme for non-
employees financed from general tax revenue andding free healthcare to people who
are not covered by other social protection scheifies.scheme used to be call “30 baht
healthcare scheme” as it charged 30 baht for aitabsfsit.

The UC package ranges from outpatient treatmeim-pmtient treatment, maternal care,
child delivery, necessary dental care includingylécrdenture, preventive care, and
emergency care. Insured persons must visit publspitals in their designated areas. If a
specialist is required, patients are referredhagher level of hospital at no extra treatment
charge.

The UC scheme spends far less per-capita than $BS. In 2007, per-capita support
from government was 1,899 baht — 645 baht for digpacare and 514 baht for in-patient
care. The capitation cost also includes other Ialsgiervices such as prevention and
promotion, high cost care, capital replacement amgrgency services. In 2007, total
government expenditure on UC was 91.4 billion bahe UC expenditure is transferred
from government budget to the National Health Serdffice which is the purchaser of
the health care.

Social Assistance

The first social assistance programmes in Thaildat from 1941, one year after the
establishment of the Department of Public Welfditee target groups of the programmes
were homeless, beggars and victims of natural @isasd terrorism. The target groups
have since been extended to include children, d&é#dged women, older people,
disabled people, families and minorities.

The Department of Public Welfare was initially paftthe Ministry of the Interior; in
1994, it was reallocated to the Ministry of Laband Social Welfare; in 2002, a new
ministry, the Ministry of Social Development andrkian Security, was set up to take care
of the social assistance programmes.

Social assistance programmes focus on counseltiaining, in-kind assistance, and
emergency accommodation. Cash benefits are prbviady to disabled people, poor
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older people, people who are HIV positive and cbifdwhose parents are HIV positive.
The cash assistance programmes are not univeesdhients are selected by provincial
administrators and the Tambon Administration Orgatdn. Monetary assistance is
limited because the Ministry of Social Developmantl Human Security’s budget is small
—only 8.6 billion baht in 2007. Other target gosueceive in-kind benefits.

The number of beneficiaries under the social aasist programmes in Thailand is mainly
determined by the fixed budget. Cash benefits ahg provided to those who are severely
disabled, old or HIV-positive. Other target grougseive in-kind benefits. One of the

drawbacks of the social assistance programs ighbkatules for eligibility requirement are

not specified clearly and the number of benefiesuis mainly determined by the budget
available.

The administration of many of the social assistapmmyrammes appears to be highly
decentralized with a lot of responsibility beingugtd on local administrations through the
Tambon Administration Organisation and other orgatibons. The paper observes that
“Information on the programs provided by variougairizations are not well documented
and some programs are implemented only on a tempdrasis. Social assistance
programme expenditures are also not well documénted

The Thai government’s approach to poverty is tgsupeconomic activity through grants
or credit, and through education and capacity ingldin urban areas emphasis is placed
on slum clearance and new housing.

7.7. Viet Nam

7.7.1.

7.7.1.1.

Social Protection

Compulsory social insurance

The compulsory social insurance scheme, startedOutober 1995, covers all
establishments in the public and private sectorgl@ying more than ten workers. Social
security coverage has now been extended to alitexgd private enterprises. The funding
of the Social Insurance Programme relies on cantiohs by employers (15 per cent of the
payroll) and employees (5 per cent of his/her galdihe programme includes a variety of
schemes making provision, for example, for retinetmpensions, employment-related
accidents and industrial diseases, sickness bgnefiaternity benefits, and survivors’
benefits. Participation in the compulsory penssmheme has grown steadily over the
years, albeit from a low base. By the end of 2@9%7 million people were covered by
compulsory social insurance, representing a toi@hsinsurance premium of VND 23,573
billion (USD 1.46 billion). Contributors to Viet Mals Social Insurance represent 63 per
cent of the population obliged to contribute toiabisurance; 2.1 million persons are
beneficiaries of social insurance, and total exgarelis VND 10,780 billion (USD 0.67
billion).

Viet Nam’s compulsory social insurance covers dhky formal and the state sectors and
consequently covers only 25 per cent of the lalfanwe of 44 million. Only 15 per cent of
non-contributory enterprises (7,000 out of 49,0&fM)tribute to social insurance for nearly
half of their workers. The remaining workers ar¢ emvered by the insurance system. The
reason given by the employers for this situatioruistable business conditions. The
reasons given by employees are their unawarenakdaak of information about their
rights at work, and their need to be employed amdieg a living.

A new Social Insurance Act was passed in June &986pplement and reinforce existing
legislation. The Act includes provisions on congauy social insurance, voluntary social
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7.7.1.2.

7.7.1.3.

7.7.2.

7.7.2.1.

7.7.2.1.

insurance and unemployment insurance. Compulsaigldasurance covers the following
contingencies: sickness, maternity, occupationaidants and diseases, pensions, and
survivorship.

Voluntary social insurance
A voluntary social insurance scheme was startedainuary 2008. It has enormous
potential, given that 33 million workers are novemed by compulsory insurance but take
up has been low, probably because contributionsemsehigh, amounting to 20 per cent of
wages, shared between employer and employee.

Unemployment insurance

A new scheme will start in January 2009 and wibbyide an unemployment benefit, a
vocational training allowance, and job search suppo

Health insurance

Compulsory Health Insurance

Currently compulsory health insurance is restrid¢tethe formal sector, but has also been
extended gradually to beneficiaries of social &sste, the poor, dependants of army and
public security officers and ex-servicemen. Iflgisonly enterprises with 10 or more
employees were required to join but this threshedd abolished in 2005. Health care is
provided at public health facilities and by privateits which have contracts with the
health insurance agency. A wide range of treatrgeptovided up to and including high-
tech services such as magnetic resonance imagemgpem heart surgery.

The contribution rates are:
= 2 per cent of salary paid by employer and 1 pet bgrmployee;
= 3 per cent of the pension of a retired person pwithe social insurance authority;

= the state buys health insurance (HI) cards atatesaf 3 per cent of the minimum
wage and delivers them to veterans and other dpgoiaps;

» a basic rate of HI contribution for the poor isidefl by the Prime Minister and
adjusted every year to ensure balance betweenilmaidns and payments for
health services;

= there is 20 per cent co-payment for all memberg@xsocial priority groups and
pensioners.

These relatively low contribution rates and thenpllayed by the state in health insurance
mean that the state contributes nearly half ofttit@l revenue of the compulsory health
insurance system - 48.64 per cent in 2006

Voluntary Health Insurance

Voluntary health insurance is open to all apanrfithose already covered by compulsory
health insurance. There are, however, serioudgarab high levels of premium, a lack of
trust in the scheme, the attitudes of health caadf, scomplexity of administrative
procedures and risks of moral hazard and advetsetism. The number of voluntary Hi
participants reached 1.6 million in the first fouonths of 2008, greater than the number
for the whole of 2007. The system is now in defitie to the low health insurance fees
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7.7.2.2.

7.7.2.3.

7.7.3.

7.7.3.1.

[charged to patients]; to the fact that most vaptHI participants were sick (adverse
selection); and the fact that insurance covere@msipe treatments.

Free health card for children and the poor

In 2002, Viet Nam introduced the Free Health Cardlie Poor (HCFP) scheme, as part of
the Hunger Eradication and Poverty Reduction (HEPRgramme. Under this scheme,
the poor are given a fully subsidised health insceacard that covers a comprehensive
package of services. The Health Care Fund for tdoe B financed from the state budget,
ensuring a minimum of 75 per cent of the fund'altealue; the remainder is funded by
local budgets and contributions from national angternational organizations.
Subsequently, in 2007, the near poor have beeruesed to participate with a subsidy of
half the insurance premium.

The problems apparent with this scheme are thatatfyeting mechanism is complicated
and some poor people, such as migrants, are ridedrb free health care cards. Only 20
per cent of eligible households have so far beamtgd a free health card and there are
strong variations between provinces. It also appehat the quality of health care
provided to free health cardholders is sometimadequate.

Discussion
Health insurance in Vietnam faces a number of robt

* low coverage;

= most contributors are sponsored by the state tticipmte in compulsory health
insurance;

= workers in the non-public sector have not been eraged sufficiently to
contribute to compulsory health insurance;

= the sustainability of the financing of the healtisurance must be in doubt in the
medium to long term;

= the quality of health provision remains low, espligiin remote and mountainous
areas;

= the legal framework for health insurance is weak;
= contribution rates are low;

» instability and inadequate monitoring of HO-finartwealth care results in abuses
of health insurance. This one of the causes aétheme’s deficit.

Health insurance coverage reached 30 per centeopdpulation in 2005 and will be
extended to 60 per cent of the population by 2010.

Non contributory schemes

Non contributory social protection in Vietnam ingks special aids, social assistance,
poverty reduction programmes, micro-insurance aiodartredit.

Special aids (social support)

The special aid system provides for support to ésg people. Between 1996 and 2005
over 8 million persons were entitled to privilegealicies and 1.5 million people received
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7.7.3.2.

monthly subsidies. The problems with special as uncertainty about eligibility;
complicated procedures; and weak and problematigtoring.

Social assistance

Social assistance in Vietnam is growing. Befor@@the only groups covered were older
people, the seriously disabled and abandoned ehildit has now been extended to people
over 90 years of age; poor HIV positive people, if@s with two or more disabled
members; adopters of orphans and abandoned childrBy 2005 the number of
beneficiaries had reached 416,000, but this i@l in comparison with needs. The paper
recognises low coverage, limited impact and limiieencial resources available.

This chapter has summarized the extent and quaflithe coverage of existing soc
security systems in each of the six countriess ltlear that coverage is restricted tc
formal sector and, within the formal sector, isamplete in terms of the categories
employees who are covered, in terms of the conticige which are covered and in te
of the quality of the benefits tahich the insured are entitled. In each countr
systems provide a patchwork of different schemésodiniced at different times 1
different categories of employee.

Old age and disability pensions: in Jordan, Moroaoadl Syria old age pensions
funded solely by employees and employers, wheneaghailand the state makes
important contribution to pension funds. The Idagn solvency of old age pens
schemes is threatened in some cases (Jordan amutdddrby contributions at th:
presentrate not keeping pace with future pension obligetio Moreover, solvency
contributory schemes will be at risk if governmeaits not successful in reducing rate
unemployment generally, but especially in introdgcreforms in education and lab
institutions in order to facilitate the integratioh the expected large numbers of |
entrants into good quality employment. The unpdl@ alternatives would be
introduce a level of government subsidy into cdmitions (which would further bi
social security in favour of relatively wedff formal sector employees) or to re
contributions to high (and unacceptable) levels.

Both India and Viet Nam call for the inclusion incgl insurance schemes of pet
working outside the formal sector.

Health: formal sector employees are for the most pavered by employeeanc
employerfinanced insurance schemes for injury and sickn@dse quality of coveray
varies from scheme to scheme. Syria and Thailawe luniversal governmefindec
health systems. Where coverage has been extendedtasured persons, as in Thail:
and Morocco, treatment regimes are inferior in iydb those available to peoj
covered by insurance. In Jordan and Syria oyeaket expenditure for health, made
poa as well as richer citizens, accounts for a suitistlhaproportion of total heal
expenditure, 39 per cent and 50 per cent respéctiVbe health insurance system in )
Nam is heavily subsidised by the government butoisdesigned as a universalalth
care system and this threatens its long term fieheastainability.

In all countries social assistance schemes areasepatchy and poorly targeted, reac
only a fraction of those who would be potentialligible. Their outreach is deternéc
more by the budget available than consistent dlbpst
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8.  The global social floor — an opportunity for bas ic social
protection for all

8.1. Introduction

The preceding chapters have summarised the coneetriosit in the six country papers and
provided in more or less detail an overview of abgirotection in each country. While
social protection has been extended in each cqutiigir systems of social security
provision are far from complete. The social sdgwsthemes currently in place have been
developed and extended in an incremental and pegefashion with the result that their
coverage is uneven in terms of the categories oplpeand employees who are insured,
the contingencies and risks which are covered bhadjuality of service and benefits to
which scheme patrticipants are entitled.

At the same time many people, especially those mgrka the informal sector, women,
and the unemployed, lack social protection of aost beyond the solidarity of family
networks. Where informal sector workers are ablead¢cess health services, they are
markedly inferior in quality to those available participants in contributory insurance
schemes. While each country has multiple socials&sice programmes which are
intended to act as safety nets for the very pbay tare on the whole costly, wasteful and
badly targeted.

Governments in each of the six countries are awhtiee problems and inconsistencies of
the systems that are in place; they are dissatisfigh the most wasteful and inefficient

aspects of current systems and are keen to matkefuzthanges; and they all acknowledge
the reality of the informal sector and the urgesgahto work with the reality of the sector

to provide a basic level of social security toth#ir citizens.

8.2. The Global Social Floor

As set out by the ILO, the Global Social Floor astssof the following four elements:

1. Universal guarantee of access to basic healtéefite.

2. Guaranteed income security for all children tigto family/child benefits
aimed to facilitate access to basic social serviezRication, health,
housing.

3. Guaranteed access to basic means tested/geifitay social assistance for

the poor and unemployed in active age groups.

4. Guaranteed income security for people in old agalidity and survivors
through basic pensions.

The case for the Global Social Floor is made onbts that social security provision as
described above realises the basic rights to seemlrity, that it is effective in reducing
poverty, delivers tangible social and economic bené the countries implementing it,
and is affordable. Implementing the Global Soéilmor will not create disincentives to
work but will supplement and reinforce the poottheir efforts to provide for their own
families and to participate productively in theounitries’ economies. Old age pensions
have particular multiplier effects in that they asfien invested in the nutrition and
schooling of grandchildren, support older peoplengeting the costs of caring for children
in high HIV prevalence countries, assist thoseobfgeeking age in looking for work, have
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8.3.

8.4.

multiplier effects in local economies and reliewang of the costs of households which
include older family members..

Flexibility

The Global Social Floor is a flexible policy ingtnent because it does not impose a fixed
prescription on each country. It includes all faomponents but these can be put in place
over time. Examples of flexibility are as follows:

» the range and quality of basic health service caterthined by each country. For
example, Syria’s 10th five-year development plaskseto increase the number of
hospital beds to 18 per 10,000 inhabitants in edestyict;

» different categories or ages of children can detenchild allowances. To avoid a
child allowance being treated as a reward for @refattility, it could be limited to the
first two or three children;

* means-tested/self targeting assistance for the jpoactive age groups can also be
designed in accordance with the circumstances @f eauntry. The Indian proposal
for 100 days guaranteed employment for each ruraséhold at the minimum wage is
a good example of self-targeting assistance;

* pension thresholds can vary from the very old, o88r say, to a younger age.
Pensions for the disabled can vary with the seveitthe disability. The actual
amount of the monthly pension can be fixed at tagetevel. It can, for example, be
fixed as a fraction of the minimum wage, but itessential that it be a reliable and
regular source of income for its recipients.

As income rises, thresholds, categories and ledfetgrvice can also rise. Two of the six
countries in this study, Syria and Thailand, alyeadovide a universal health service,
while Morocco is moving in that direction. Univateducation is not a component of the
Global Social Floor but clearly is a fundamentallding block for development and

growth. The component about which there is leassensus is that of guaranteed income.

The “modern” economy and the informal sector

All six countries recognise that if they are towgrand prosper that they will have to invest
in their labour force. They will, however, alsoveato pay attention to the gap that will
open up between the men and women incorporatedhettmodern” (for want of a better
word) sector of the economy and those who, for edetreason, find themselves unable
to gain a foothold in this world. The reasons familiar: lack of education, ill health,
distance from urban centres, age, disability, gle, gender and, sometimes, ethnicity.

All six countries acknowledge the reality of théoimal sector and that they need to move
to provide social protection for people in the imf@l sector. This will require political

will, innovation and imagination but it is not imgsible. They have asked the ILO for
help to make this a reality. Social statisticsvgtibat all six countries are moving in a
positive direction — economies are growing, povegies are coming down, literacy is
improving. Progress, however, is slow and milliafscitizens still find themselves

excluded from the benefits of economic growth aakIsocial security. They and those
who depend on them are condemned to a precarialp@or existence and many more
will find themselves in this position in years tonge. As a preparatory paper on India
pointed out, “The decline in the incidence of abs®lpoverty has not kept pace with that
of the acceleration in growth. Economic reformseéhaentributed more to the growth of
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added value in the formal sector than employmesdtn. In terms of numbers, growth of
overall employment, which decelerated in the 80s/%@s been reversed during the last
few years.”

8.5. Bridging the gap — the Global Social Floor

Moving to bridge the gap between those who araudwed in the modern, formal sector of
the economy, with their old-age pensions and heatthrance, and those who are outside
it, in the informal economy, is or should be, favgrnments and all politicians a question
of prudence, good governance and the promotiorupfam rights. A global social floor
providing basic social protection for citizens ik eountries has been proposed as a
powerful policy instrument that can bridge this gaand be an effective instrument,
moreover, that is more efficient in raising livistandards than traditional targeted welfare
and development programmes with their high traisactosts and patchy record of
reaching the poorest.

8.6. Social security as a human right

First of all, a basic income is a fundamental humght. The right to social security and
an adequate standard of living is enshrined inthwersal Declaration of Human Rights,
now 60 years old, and is reflected in subsequéetriational conventions and treaties. The
guarantee of a basic minimum income for the old,fémnilies with children and for the
disabled will provide a measure of security for people who are most likely to be
destitute in any society and also, in the casehdflren, help to safeguard their nutrition
and health in their most vulnerable years.

The rights argument can be seen by economists amthgys as a distraction because it
does not address issues of affordability. Affortigbiof a social policy is however a
political issue. The rights argument should notdisnissed or overlooked because it is
rights, or their denial, that determine in largethe quality of people’s lives and also
mobilise and inspire people, including politiciamather than calculations of marginal
economic advantage and cost. We should not fahgetif rights are taken as a starting
point rather than a distant aspiration, they carfdmtored in to planning. The social
security systems of South Africa and of Brazil restthe inclusion of the right to social
security into the constitution, and are thus faedonto national budgets and development
plans. If this is not done, then inevitably thetoafsmaking rights a reality will inevitably
be seen as an expensive and probably unaffordabley

8.7. The impacts of social pensions and child allow  ances

The rights argument should be buttressed with wa@cand empirical arguments that
support the economic and social case for a solal.f The concept paper for these
studies points out that well-designed social trarssfare needed to achieve a fair
distribution of the proceeds of globalisation, dmhce, generate greater acceptance of
global processes of economic and social changetahdlp to maintain the social peace
and global security which are prerequisites foblstdong-term economic growth, hence
creating the material basis for enhanced welfaralfo

8.7.1. Impact on nutrition, health and education

Numerous studies have shown that cash transféing iform of old age pensions and child
allowances have beneficial multiplier effects apdead out from the individual receiving
them to the wider family. In sub-Saharan Africd abje pensions are used for the welfare,
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education and nutrition of family members as wslrecipients, besides conferring dignity
and status on older people who might otherwise begimalized from family and social
life. In Namibia, for example, pensioners spendp&4 cent of the unconditional cash
transfer they receive on health care for themsdhsin many cases, their pensions also
cover health-spending for the entire housefidlth terms of impact upon education,
interviews with a grade 12 class found that thdigipation of 14 out of 16 learners was
solely due to their grandparents receiving penSion.

The overall impact of cash grants on poverty leigEnormous. In South Africa, incomes
of the poorest 5 per cent have been doubled andaberty gap has been reduced by 50
per cent. Girls living in households that receiangions are 3-4 cm tallér.The child
support grant (CSG) is directly linked with an e&se school attendance by 20-25 per
cent? in poor households school-age boys are 3 percere fikely to attend school full
time if the household receives a pension benefitlewhirls who live in pensioner
households are 7 percent more likely to be enrdilidime in school than are their peers
who live in households without a pensfdnStudies undertaken by the ILO have
demonstrated the substantial welfare gains thdtidmiachieved in sub-Saharan countries
at relatively modest cost. “In Senegal, for insgnaniversal child benefits to school age
children would reduce the poverty gap of the tpigbulation from 4.5 to 2.7 per cent of
the food poverty line, a reduction of 37.5 per céntTanzania the overall poverty gap
would be reduced by more than half, that is, frofhg®r cent to 2.8 per cerft One of the
essential benefits of an old age pension and dillvances is that they are regular
guaranteed payments that allow families to plareegfiure.

8.7.2. Economic impacts

Data from South Africa and Brazil also show thatréhis no indication that social transfers
in the form of a social pension or child allowarmeate welfare dependency. On the
contrary, the unemployed, female and to a lessiemexnale, in households in receipt of
transfers, are more likely actively to seek workritcounterparts in households without
cash transfer Likewise, in Brazil, women who are recipients obla Familia

conditional cash grants are more likely to go auséek work than counterparts who do

18 Devereux S.Social pensions in Namibia and South AffitBS Working Paper 379, Brighton,
Institute of Development Studies, 2001.

9 bid.

20 A Barrientos et al., Non-contributory pensions gooverty prevention: A comparative study of
Brazil and South Africa, London and Manchester gAgje International and IPDM, 2003.

2L Martin J Williams:The Social and Economic Impacts of South AfricaigdCSupport Grant
(Thesis — Williams College, Massachussetts, Mayr200
http://www.williams.edu/Economics/Honors/2007/\W4lins_thesis.pdf

22 Dr Michael Samson et alSummary Report — The Social and Economic ImpaSbath Africa’s
Social Security SysterDirectorate of Finance and Economics, Departroéi@ocial Development;
September 2004.

% Gassmann, Franziska & Behrendt, Christi@ash Benefits in Low Income Countries: Simulating
the effects on poverty reduction for Senegal andzaaig ILO-Issues in Social Protection,
Discussion Paper 15; Aug. 2006. p.35.

2 Dr. Michael Samson at al. ; op. cit.
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not receive grantS. The modest level of support provided by a chiltbve@nce, for
example, will enable a head of household to takerigk of spending money on a bus fare
from a township to the city centre in his or hearsd for work. Those who do not have
this cash injection into the family budget may mtake this risk and may stay at home
because a bus fare represents one or two days' foasi for the family.

There are no data on India’s plan to guaranteeital households 100 days employment
paid at the minimum wage level because it has gdiet put into effect. In the Indian
context this promises to be an important step tde/astablishing a social floor for some
of the very poorest citizens.

Cash based social protection also stimulates derfantbcal goods and services. For
example it is recorded that in Namibia, “the wheslshe local economy begin to turn on
pension day” and, in the absence of the pensiosprime rural areas up to half of the shops
would clos€® Across the country the benefit system has corteibuo the growth of
marketing infrastructure and tratfePoor people in receipt of cash grants are momdylik
to buy local goods and support national produdershe pilot programme in Kalomo in
Zambia, which provided the poorest 10 per cenboél people with a modest cash grant,
70 per cent of the cash received was spent on fwoaluce’® Participants in Zambia’s
cash pilot scheme also used a significant proportib the benefits to hire labour, for
example in order to cultivate the land around theimes and consequently multiply the
value of the social transfers while creating empient for local yout? In Sierra Leone
the government stated that economic impact of tlo¢ gafety net scheme targeted at the
older poor is that “local business people realisgrarsales during payment periods and
there is a marked improvement in the local econsiifien Lesotho, a 93 year old man
reported that he used his pension to set up a s@a&lting business to provide lunches for
the local primary school, employing three othiéds South Africa, pensions have enabled
increased access of families to credit and capgalpment?

In Mexico’s Progresa (now Oportunidades) sociahdfer programme, there are broad
local economy impacts which improve consumptioseagsccumulation and employment
within communities for both programme participaatsl non-participants.Participants in

% Veras Soares, Fabio et d&lvaluating the Impact of Brazil's Bolsa Familia: €a Transfer
Programmes in Comparative PerspectiiéNDP International Poverty Centre , IPC Evaluatio
Note Number 1, December.

% Devereux, SSocial pensions in Namibia and South Afri2S Working Paper 379. op. cit.

" Devereux SFuture uncertain: social pensions in Southern AfritD21 Insights, Issue 42. See
also IDS Discussion Paper 379.

8 Kalomo evaluation 2007.
29 Dr Bernd Schubert; Social Cash Transfers — Regdhia Poorest; GTZ, 2005. p 23.
% Government of Sierra Leone presentation to Daégional expert meeting by Mr Foday Contay.

31 Regional Hunger and Vulnerability Project — RHWRhy are social transfers so popular?
http://www.wahenga.net/uploads/documents/advocasfsiBrief%209.pdf.

32 Samson (2008:7) — Ageways.

% Armando Barrientos and Rachel Sabates-Whekteral Economy Effects of Social Transfers
IDS Briefing Note, Dec. 2006,
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8.8.

Progresa also invest a portion of their socialdfars in productive assets and are more
likely to engage in entrepreneurial activities, mmpng their potential for sustainable self-
sufficiency®* Participants in one of Malawi’s social transfeogmammes were enabled by
the resources to invest in their own small farmgmduthe planting season rather than rely
on uncertain casual employment for their immedsairival*®

To sum up, social transfers have positive impactseducation, nutrition, health and
livelihoods. In addition the multiplier effects cdeed through into the local economy,
generating livelihoods and income beyond the imatedibeneficiaries. They also
contribute to social cohesion by fostering inclasif people who might otherwise find
themselves marginalized from mainstream society.eM/hsocial transfers have been
introduced, they have proved to be enormously @opulith recipients and the wider
society. Of course, governments which introducdasdansfers in the form of pensions,
disability and child allowances must take care tiety keep pace with inflation and
economic growth. People would soon cease to vafiystem that delivered benefits which
became insignificant in absolute terms and in i@tato their relative value when the
system was first launched.

Costs and Affordability

There are opportunity costs for any government edipgre and it is important to take
these into account. However, the cost of provigiegsions and child allowances is lower
than one might think. The ILO study mentioned aboualculated that in Senegal a basic
old age and disability pension of 70 per cent ef ¥hlue of the food poverty line would
cost the equivalent of 1.2 per cent of GDP in 208bies. A child benefit for children of
school age would be 2.1 per cent of GDP. For Tieiazthe equivalent figures are 1.1 per
cent of GDP for the old age pension and 2.1 per ae®DP for the child allowanc8.

Four out of the six countries studied here haveigeal data on the current cost of various
forms of social protection and other relevant infation:

* In Jordan the poverty gap (the deficit of per-cambnsumption from poverty line)
was found to have declined from 5.3 per cent in71893.3 per cent in 2002). The
study suggested that, at this level, (and assumpidect and costless targeting)
expenditure of JD 66.96 million (0.97 per cent dF would be required to lift all
poor Jordanians above the poverty line.

* The Jordanian government currently allocates 4r¢epe of GDP and 9.4 percent of
the general government expenditure to health g@eerally biased in favour of the
non-poor.

www.ids.ac.uk/UserFiles/File/poverty team/sociabtpction/localeconomyeffectsofsocialtransfers
_briefingnote.pdf

3 paul Gertler, Sebastian Martinez, Marta Rubio-Baginvesting Cash Transfers to Raise Long-
Term Living Standardd)orld Bank. Washington D.C., 2005

% Harnett, P. and Cromwell, E. (2000plawi Starter Pack Scheme 1999-2000 Follow-upystfd
flexi-vouchers: ‘As good as moneffinal Report.

% Franziska Gassman & Christina Behrer@ish benefits in low-income countries: simulating t
effects on poverty reduction for Senegal and TalmzanlLO - Issues in Social Protection,
Discussion Paper 15; August 2006. p.20.
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* In Morocco, in 2006, subsidies for food and oil guwots accounted for 2.1 per cent of
GDP. The government is seeking to replace subsidits payments that are better
targeted at the genuinely needy.

* In Syria, the cost of untargeted, generalized caoeswsubsidies on food in 2006 was
estimated at 2.27 per cent of GDP. This was the afzthe budgetary transfer from
government needed to sustain the subsidy. It was kigher in previous years.

* In Syria, the cost of the subsidy for diesel fuelsvover 14 per cent of GDP in 2006.
There has no been a positive balance for the gowmh from high tax on
gasoline/subsidy on diesel ratio since 1999. Fumbee richer sectors of the
population gained far more from this subsidy thiae poor whom it was intended to
benefit.

e In Thailand all government expenditure in 2003-20@&%& 17.5 per cent of GDP, low
in comparison with most OECD countries and manyetiging countries.

* A very rough calculation for Thailand for 2007 stwothat in 2007 the combined cost
of monthly pensions and the lump sums paid toingtigovernment officials together
with the cost of its non-contributory pension arglth care schemes for government
officials was over 3.0 per cent of GDP.

This section has provided a very small selectiothefdata illustrating the impacts of cash
transfers on a wide range of social and econonjecties. Of course, universal payments
in the form of old age pensions, disability pensiand child allowances cannot be
introduced without significant investment in rel@bnational registration systems for
births and deaths which will allow the authoritiesdetermine eligibility. Such systems are
desirable in their own right and they may alreadyab least partially in place in the six
countries under discussion.

Disbursement of benefits is another issue. Goventsmwill need systems to deliver
payments securely and efficiently. In South Afriba private sector provides an efficient
and technologically advanced system which matdm@sbprints against personal identity
cards together with mobile automated cash dispsrseprovide a secure service which
minimises the possibility of fraud.

8.9. Conclusion

Examples in the previous section and in Chaptehaivsthat governments are already
spending a significant share of GDP on social &ssie schemes which skew benefits in
favour of the non-poor or even the well-off. BottetSyrian and Moroccan governments
have recognised the need to reform their costlyvaasteful subsidy systems. In Jordan
the complexity of targeting social assistance kdstd most of the benefits being captured
by less poor groups. This official dissatisfactmith existing programmes provides an
opportunity for the staged introduction of societgrity systems, which, by guaranteeing a
very basic income to all, have been shown to havehmvider societal benefits.

It is important to note that the six countries ag¢ among the poorest countries in the
world and that they have in recent years enjoyederaie to excellent rates of economic
growth. They have already made or are making mamyskcial sector investments and are
budgeting for the necessary recurrent expenditwggecially in health, which is a key

component of the global social floor. The incremaérdost of social grants (old age

pensions, disability and child allowances) may datively small, especially if they were

accompanied by the reform or elimination of somettt#d more wasteful and costly

schemes now in place.
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All six countries wish to move in the directiongreater inclusion and enhanced social and
economic welfare for their citizens, especially foose who currently are excluded from
mainstream economic life. With the exception of ildral, working within a UN
Development Assistance Partnership, all the coemthave signed or are working on
Decent Work agreements with the ILO and have UNelmyment Assistance Programmes
in place. The papers themselves have noted botbhakenges which lie ahead and the
shortcomings of some of the systems in place. Tihe therefore is ripe for a serious
consideration of putting a social floor in placdapted to the needs and the means of each
of the six countries.

This chapter summarises the case for the introglucti a social floor. It addresses
particular issue of incoesecurity and the transfers needed to securéhié need fc
universal access to basic health care, despite idegpalities in current systems
health care, is less controversial. The chaptesihat:

1. Governments accept the reality of the infat sector; wish to exte
social security to people working within the infahsector; and a
dissatisfied with the most wasteful and inefficieadpects of the
current social security systems.

2. The component parts that make up the Sociak Fi@ofleible and ca
be adapted to the reality of each country. Theyalao be introduct
in stages.

3. Social security is a human right and should begrated at th
beginning of planning.

4, Examples of different social floor components ngeermating in othe

countries deliver proven nutritional, health, edumadil and econormr
benefits. They do not create welfare dependendye sbcial floor is
foundation for building more inclusive, cohesivedaless conflict-
prone societies.

5. Social assistance programmesreatly in place pursue simi
objectives but are wasteful and badly targeted. cigbofloor
components are affordable.
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Annex 1

Jordan Social Budget, Million Jordanian Dinar (JD)
& as a percentage of GDP, 2002-2006

Million JD Percentage of GOP
2002 2003 2004 2005 2006 2002 | 2003 | 2004 | 2005 | 2006
EXPENDITURE
1. Contributory Benefits 14840 |[165.11 18334 |215.98 24319 (218 2.28 2.27 2.40 242
11. Penzion Benefits 113.24 139.94 158.349 18178 20472 176 133 196 202 2.04
111 55C 113.249 139.94 158.39 18176 20472 176 133 196 202 2.04
112.CP5
113 MPS . . . . . . . . . .
12. Lump Sum and Short-Term Benefit | 12.35 1383 1278 18.08 1783 IRE] INE:] 016 0.z0 0.1
1.3, Administrative and Other Expenzes| 16.26 1145 1217 16.14 2058 n.z4 o1& 0.15 012 0.0
2. Health 35231 |366.13 (42192 |475.72 - 519 5.06 5.22 5.28
2.1 Gowernment .00 328.00 3300 424.00 . LX:1] 4155 LN 4.70 .
2.2 CHPF MAn kTR K 4049z [ e A0.14 0.4l 0&l 0.4 087 0.&0
2.3 UNRMW A - - - - - - - - - -
3. None-contributory social 43.46 5585 G079 59.68 57.66 0.64 077 0.75% 0.66 057
assistance
21 Government- BAF 4145 il B4 iR A7.EE 064 0ve 0.75 0.8 0&7
3.2, Donor .- .- .- .- - .- - -
Total current social expenditure (54418 (58709 (66604 (75138 - 8m 812 824 &34 -
4. Change in reserves 130.80 8652 E0LO 17Fr2d -BATE4 (143 345 T44 a7z -6.95
4155C 130.80 8552 E0LO 17Pr24 -FATE4 (143 345 T.44 137z -5.495
INCOME
1. Contributions 25944 |269.14 (29868 |357. 7% (41849 (382 172 3.70 3.97 116
11.55C x4z 3 583 309.56 36385 36 3 iy} 343 3ET
12.CP%
13.MPS . . . . - - . - - -
14.CHIF a0z T4 3938 a2z 4363 056 &2 044 053 043
2. Investment income 57.78 216.92 (525.04 |1683.66 |-723.21 (0.85 3.03 6.50 18.68 (-7.20
z1.55C G7.ra ez 52604 163366 -TEIE 0.35 303 E.G0 1268 -r.zn
2. Income from donors 40.00 3200 BE.00 E3.00 0.0 053 083 068 0.70 0.0
4. Income from general revenues | 31776 24EEE = ek 42419 304,72 462 474 474 LA 303

Source: own compilation from various sources.

Note: no data available on the CPS, MPS, UNRWA, and 2006 government health expenditure, therefore, overall public
expenditure is assumed to be higher than the above aggregates.
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Annex 2

Jordan: The SSC Pension Benefit Calculations

and Provisions:

Pension Basic formula Eligibility Other provisions Minimum Maximum
pension pension
Old-age 2.5% x average - Age 60 (male),55  New pensions as of 1996 JD50amoth 95 % of average
monthly insurable (female) entitled for 10 % increase in wage (including
wage x years of the pension value (minimum dependent
service - 180 month of JD30 and maximum JD50) supplements)
coverage
Disability 50 % of average — Total or partial - 05%(1%)increasefor  jps50amoth  None
monthly wage on incapacity each year of contribution
which contributions with a minimum of 60
were paid in the last (120) months of
36 months contributions
- 60 months of -  New pensions as of
contribution 1996 entitled for 10 %
increase in the pension
value (minimum JD30
and maximum JD50)
Survivor - 50% average - 24 months of - 05%(1%)increasefor  jp50amoth  None
monthly wage of contributions each year of contribution

the last year of
contributions

- if deceased was
a pensioner:
100% of pension
value

Source: SSPTW: Asia and the Pacific, 2006

with @ minimum of 60
(120) months of
contributions

- Funeral grant: JD500

- New pensions as of
1996 entitled for 10 %
increase in the pension
value (minimum JD30
and maximum JD50)
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Annex 3

Syria: ISI Pension Benefit Calculations and Provisi  ons
Pension  Basic formula Eligibility Other provisions Minimum Maximum
pension pension
Old-age  25% last year - Age 60 (male), 55 (female) — Alump sumis paid Legal SL 3,450 or
average monthly equal to 1 month’s minimum 75% of last
earnings x years of pension for every wage year average
contribution complete covered year monthly
beyond 30 years of earnings if
coverage, up to a less
maximum of 5 month’s
pension
— Age 55 (male), 50 (female) - not eligible persons age
with 240 months of 60 (male), 55 (female)
contribution gets a lump sum equal
. . to 11-15%of total
— Physically dema.ndlng and covered earnings
dangerous work: at any age
with 180 month of
contributions
— Atany age with 300 months of
contributions
Disability ~ (40% + 2% x years of — Loss of 80% of working - For voluntary insurance, Legal 80% of last
covered employment)  capacity the assessed degree of minimum year average
x last year average disability beaan durin disability must exceed wage monthly
monthly earnings — (disabilly'bégan curing 35% and might be due earnings
employment or within 6 i tion ini
months after leaving _|<_)hanbocc$pg on |nj|ury.
employment e bene |tl|s equq to
50% of the insured’s
— disability is not only due to insurable earnings in the — temporary
occupational injury last year. The benefit is disability:
I increased by an SL343 a
— contributions made throughout additional 50% if the month, plus
the last 12 montlhs or 24 insured is totally SL25 for each
months of contribution disabled due to work dependent
including the last 3 months -
injury
Survivor - Survivor gets — death was not resulted from - Funeral grant: a lump Total pension
37.5% of work injury sum of 1 month’s is equal to
deceased earning is paid with a 75% of the
disability pension, minimum of SL100 deceased’s
— firstorphan gets — contributions requirement as of — For voluntary insurance, d|sap|l|ty
25 % (37.5% for disability pension or was a a lump sum of 100% of pension
full orphan), pensioner at time of death deceased’s earnings in
second orphan the last year is paid. The
gets 12.5% lump sum is increased

- eachdependent —
parent gets 12.5%

eligible survivors: unemployed
widow, disabled widower,
orphans less than 21 (24 if
disabled), and dependent
parents

Source: SSPTW: Asia and the Pacific, 2006.

by an additional 50% if
the insured’s death was
due to work accident
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Annex 4

Thailand: Outline of Current Social Protection Sche mes

Work status Government  State-enterprise Private Private school Other workers
employee employee employee in teacher (self-employed,
non-agr agr employee)
Sickness and General tax State enterprise WCF and SSF + PSTWF + Uc** (from
maternity revenue** revenue ** contribution from  contribution general tax
government* from revenue)
government*

Death and survivor No
Disability No

Child allowance

Unemployment not relevant not relevant SSF* No No
Pension: defined ~ General tax No SSF* No No
benefit revenue**
Pension: defined ~ GPF + Provident fund* Provident fund*  PSTWF* No
contribution contribution

from

government*

GPF = Government Pension Fund. WCF = Workmen's Compensation Fund. SSF = Social Security Fund. PSTWF = Private
School Teacher Welfare Fund. UC = Universal Healthcare Coverage.

*Contributory scheme. **Non-contributory scheme.
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Annex 5

Public and private health expenditure as per cento  f GDP - 2004

Public, private health expenditure as % of GDP - 2004

Public Private
Jordan 4.7 5.1
India 0.9 41
Morocco 1.7 3.4
Syria 2.2 25
Thailand 2.3 1.2
Viet Nam 1.5 4.0

Source HDR 2007/08.
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Annex 6

Population pyramids — Jordan, Syria, Thailand

Jordan: Population pyramid 1980 and 2005

1980

2005
A00% GRO0X 00% SO0% 100% q00% 50X 0.0% 5.0%
a0-34 Males Female a0-34 ] Males Female
B0-54 8054 |
T0-74 ] T0-74
B0-E4 BO-64 ]
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40-44 40-44
e = 3054 ]
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I ]
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0-4 7 ; - 1 0-4 ] II II
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Syria: Population pyramid 1980 and 2005
1980 3005
A00%  EO0X 00% s0X 10.0% -10.0% 5.0% 0.0% E0%
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Thailand: Population pyramid 2000 and 2020
2000 2020
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Annex 7

Child labour

1. India

The preparatory paper on India gives the follovstagistics on child labour:

e approximately 13.6 million and 11.2 million (19&hd 1991census, out of a total of
210m children aged 5 — 14 years) of which 9.08nssifeed as main and 2.2m as
marginal workers;

* about 90 per cent of working children in areurat area;

» an estimated 2 million work in hazardous indestyi

e 3.15 per cent of 5-14 year olds are working;

*  7.05 per cent of 5-17 year olds are working, brokown into 52.57 per cent boys
and 47.43 per cent girls.

Priority 3 of the Decent Work Country Programmendia (2007-2012) is “Unacceptable
forms of work progressively eliminated” to this elh® will provide

i)  technical support to GOI and State Governmdmtsnainstreaming models for the
elimination of child labour;

i) technical assistance to Government of IndidNational Child labour Survey.

2. Jordan

The issue of child labour is not mentioned in tia@gr on Jordan. Jordan’s Decent Work
Country Programme (August 2006), however, conta@iosimitments to eliminate the
worst forms of child labour in collaboration withet ILO which has undertaken to “ ...
continue the implementation of this programme thtogapacity building of its national
counterparts ...” leading to the implementation oftime-bound programme on the
elimination of child labour by the end of 2008.

Jordan has ratified Conventions Nos. 138 and 18BeofLO.

3. Morocco

In Morocco, the combating of child labour (luttent@ le travail des enfants) is one of the
priorities under the government’s action area ofof¥/ and the social protection of
workers”.

Under the programme “TRA de Maroc” between Janu2®®5 and June 2006 the
government of Morocco, with support of ILO, carriedt a survey (evaluation) on child
labour. Child labour is also one of the areas cadsy the agreement on social policy
between Morocco and the European Union.

4. Syria

The issue of child labour is not mentioned in thpgr on Syria. However, child labour is
addressed in the Decent Work Country Programme -20@8 (February 2008) which
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5.

6.

states that “as a result to the poverty and théitgud education which is leading children
to early dropout, the phenomenon of child labourgiowing in Syria,” with studies

indicating an overall estimate of 6.6 per cent 6orl7 year-olds. The Syria Internal
Migration Survey of 2000 revealed that 18 per dentl0-17 year-old work and that two
thirds of the working children live in rural areas.

The Decent Work Country Programme contains thefdilg commitment on the part of

ILO: “The ILO in collaboration with UNICEF will preide technical support to the

Government and social partners to define and impigrprogramme interventions towards
the systematic abolition of worst forms of childbdar in line with the Convention 182.

The programme will contribute to the progressiveniglation of child labour, in particular

its worst forms in Syria, focusing on the prevenfiavithdrawal, rehabilitation and

provision of alternatives for working children. Theogramme will focus on building the

capacity of MOLSA (Ministry of Labour and Social fAfrs) and social partners to

effectively deal with child labour; establish kn@dfe base and monitoring system;
contribute to the implementation of compulsory edion; and eliminate the worst forms
of child labour through the development of integdaprogramme in selected areas.”

Syria has ratified Conventions N0s.138 and 18hefiiLO.

Thailand

Thailand has ratified the two of the five the fumdantal ILO convention relating to child
labour (C. 138 and C. 182). The document recognisedaw enforcement on child labour
and minimum wage issues are considered weak (lvat $ignificantly improved) and that
there are child labourers working in the undergtbeconomy. It states that the Decent
Work Country Programme will be an important stepnimve closer to international labour
standards as there is still room for improving Ewiorcement and policy implementation.

Viet Nam

Under the heading ofulnerable Groups, the documenPromoting Decent Work in Viet
Nam — A National Cooperation Framework between Sbeialist Republic of Viet Nam
and the International Labour Office for the Perig@i06-2010states “While Viet Nam has
already put into place a number of laws, policied action plans designed to prevent and
eliminate child labour, gaps still exist betweemvland practice and there are recent
indications that the increasing incidence of runddan migration and the emergence of an
informal economy could lead to a greater vulnergbdf children to trafficking and to
labour exploitation. While policy and legislatioreaalready being put into place, advocacy
and direct support will also be necessary to cingemb this problem at its outset. The
ILO’s tripartite constituency could play a cruciable in both the prevention and
elimination of child labour in all its forms.”

The document sets the following objective, “A Naab Plan of Action is implemented
with a view to the prevention and elimination @fficking and of the worst forms of child
labour.” The priority area of action is “The formtibn and implementation of the
National Plan of Action on the Prevention and Efiation of the Worst Forms of Child
Labour through support to legislation, researchgining, advocacy, and direct
intervention.”
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