Minutes
Workshop on the draft Social Security Law and ILO’s Inputs based on international Social Security Standards
Thalath, Lao PDR, 4-5 April 2013
co-organized by Social security department of the MOLSW and the ILO

Opening by Mr. Bounpone Sayasenh, Vise Minister of Labour and Social Welfare
Mr. Bounpone highlights the main objective of issuing the new Social Security Law is to Improve the social security provision for beneficiaries. For that purpose, the implementation of the law is intended to improve the sustainability of the social security schemes, improve risk sharing, redistribution from the rich to the poor and, in turn, create a more just society.
Currently the schemes for civil servants and private sector (SASS and SSO—stipulated by Prime Minister decrees No 70 and 207) are similar in nature and there are many overlaps; keeping two schemes did not make sense from an administration point of view. The current there is still an issue of undercoverage. The existing social security schemes only cover around 20% of the population and civil servants are the majority. Coverage among enterprise workers Private is still low and we also need to cover informal sector and self employed, currently not covered by social security. 
The improvement of the social security law is urgent in order to enable social security to reach all people and to have efficient mechanism. The Social security law is based on principles of solidarity, participation (through the payment of contributions). It will contribute to the creation of a more equitable society. According to the Seventh five years plan social security has to be extended to all provinces, and by 2015 health care coverage needs to be extended to 50 percent of the population. 
The improvement of social security provision and coverage is also imperative for Lao PDR in light of its entrance accession to the WTO and the ASEAN community. The sound provision of social security to the population will help protect workers from risks and reduce the gap between the rich and the poor, the employed and unemployed etc. 
This meeting will discuss the draft law from the perspective of the international social security standards. The draft law has been discussed between ministries, and it is expected to be submitted to the government by April and submitted to the Lao National Assembly to be approved by end of June. 
Remarks by Valerie Schmitt, Social Security Specialist of ILO DWT
Valerie started by introducing the ILO team and explaining the background of the ILO project ‘Supporting the establishment of National health insurance and extension of coverage’. The project began in Nov 2010, and was developed in collaboration with WHO and MoH and MoLSW. Although theThe main focus was on health, the project is also providing support to the drafting of the Social Protection law. 
The ILO is happy that Lao PDR is preparing a Social Security law. Although there are already two decrees governing the activities of social security schemes (for civil servants and enterprise workers), a law is always better and stronger. It is also more in line ILO standards, advocating that social security be embedded in the law.
This workshop provides us with the chance to discuss and comment on the draft of the law. Our objective here is to share the ILO social security standards, as they can be used as guideline for drafting the law. Many countries in ASEAN are also in the process of reviewing their social security law or drafting detailed regulation for the implementation of their law/strategy. For instance in the case of Indonesia, the law on National Social Security System, issued in 2004, has not yet been implemented. In 2011 they produced 2 laws stipulating how the law will be implemented and now they are drafting detailed regulation for implementation. Myanmar issued its social security law in August 2012 and now drafting regulations, and Cambodia is reforming its health insurance branch. 
Many countries are in this process. So we are thinking to join forces and organise a workshop in Lao to share experience and ideas with the neighbouring countries. For that, we are planning to conduct a workshop on Social Security law and standards in August.
Session I: Presentation on ILO’s social security standards (by Valerie Schmitt)
Presentation in 4 parts, followed by exercise. The four parts are:
· Definition of Social Security and how to implement the rights to Social Security
· What is ILO’s social security standards (overview)
· Recommendation 202 on Social Protection Floor
· Convention  102 of Social Security (Minimum Standards)
Exercise after presentation (referring to a handout) is to compare the international social security standards with what already exists in the law.
What is social security: people face different contingencies throughout their lives, such as pregnancy, old age, death of the breadwinner etc. These contingencies are associated with risks and entails costs. For these situations, social security provides 2 types of intervention: 1) to compensate for the loss of income, 2) to facilitate access to social services.
Social Security is a human right as acknowledged by the Universal Declaration of Human Rights and the government has the responsibility to provide Social Security to all the residence. Govt organise access to Social Security, and it should be supported by regulation, preferably through Social Security law. 
International Social Security standards such as conventions and recommendations can help the implementation of Social Security as it provides guidelines that can be used by countries. Countries who do not ratify the conventions can also use it is guidelines. 
The main convention is C 102, which covers nine branches of social security: maternity, sickness, ill health, unemployment, work injury, family allowance, invalidity, death of the breadwinner and old age. Other conventions specify certain branches or certain subjects related to social security. For instance, Standards for migrant (C 19) workers are particularly relevant in the context of Lao PDR and Asean, to ensure provisions of social security to workers across borders, ensuring e.g.  (i) workers are able to export their social security benefits and (ii) Equal treatment of workers (local or migrants). For instance, in Malaysia migrant workers are not entitled to work injury benefits—not in line with C19. In Thailand, migrants contribute to unemployment benefits. But migration law states that migrant workers losing their jobs should leave the country by 7 days and consequently they cannot collect their benefits.
In June 2012, the International Labour Conference adopted the Social Protection Floors Recommendation, 2012 (No. 202). The Social protection floor consists of four components: essecyial health care for the whole population, income security for children, income security for the working age and income security for the elderly.  The SPF approach advocates for a Move towards more comprehensive social security systems, with two dimensional extension strategy : horizontal – cover as many persons as possible, and vertical – provide higher protection to people. The extension of social security faces the challenges of including the informal sector. Many countries in SEA have taken the steps to address the issues. In Thailand, for example, the government provides minimum health care free for informal sector. Cambodia, which currently has only employment injury scheme, is now developing health insurance scheme and extending to informal sector. 
Convention 102 can be a tool or model for the design and implementation of social security law. It provides comprehensive definition of social security (nine branches) and minimum standards for each branch. It give a guideline for the contingencies, minimum levels of benefits, minimum contribution for entitlement, duration of benefits, coverage, principles.
Session II: Presentation of Group exercise
Group 1: Medical care & Sickness 
Medical Care:
The draft social security law is considered too broad, not specific enough. In many aspects, the standard is higher than ILO standard. C102/130 includes health care prevention; in the Lao Law we have stimulated preventive care as well (such as prenatal care). We have an ATD system (admission Transfer Discharge) from district to national hospital.
We provide medical benefits without limitation in duration. ILO standard provides the possibility to limit the benefits to 26 weeks. In SSO we have a limit of 3 months for hospital care.
Home visit is not included in the Law.
We cannot guarantee “Free choice of doctor” because we use capitation system.
Sickness Benefit: 
In the Law: the benefit amount is 70% of wage for the first six months and 60% for the next six months.
In ILO standard we can add 3 days of waiting period. In Lao PDR the waiting period is of 7 days, but Employer is obliged to give 6 days of sick leave (labour law), after that workers can claim for the benefit.
Comment to health and sickness benefits:
Duration of benefit should be specified. Now the law does not stipulate limitation of benefit period, which is good because it means no limitation. But, if you want to make limitation, it should be specified in the law (should be in line with C102: minimum 26 weeks /6 months)
Group 2: Unemployment Benefit
In our Law, the amount of compensation is 50% of wage, which is above the level specified by the ILO convention which is 45%. 
The qualifying period based on the law is 24 months (which is long time). But the membership can be 
Comment: why 24 months minimum? What about workers who change employers before 24 months?
It was explained that the period of membership can be accumulated. 
Comment: So this needs to be explained in the law. It should state that contribution period can be accumulated when workers change employers. The stipulation should also specify whether: a) the accumulation is continuous or b) it can be accumulation with time gaps in between. 
You need to be registered as unemployed to be entitled to UI benefits. 
At the beginning of the drafting of the law, it was considered to have linkages between UI, vocational training and job placement but the Ministry of Justice said it is too risky in terms of the burden of the costs. But after discussion in this workshop, the drafting team expressed that they need to reconsider the linkages again for the law. 
Comments: 
It is important that UI is linked to vocational trainings and job placement
The law stipulates the provision of vocational training and job placement service, but does not yet specify who will finance the training and job placement service. Currently existing job placement agencies are managed by private sector for a fee. In many countries the govt pay for the vocational training programmes. This should be considered.
Currently, based on the labour law, employers pay for severance pay in case of dismissal or workers. It is not clear whether the implementation of unemployment insurance means that employers will pay both severance and contribution to unemployment insurance. This needs to be clarified and ensure that that they are consistent and do not overlap.
The law states that unemployment benefit ends if beneficiary refuse to attend training or to take job vacancy. This should be specified and the law should use the notion of suitable vacancy instead. 
Group 3: Old age
Retirement age in the Labour law it is 60 Year for both men and women; butt the social security draft law sets 55 years for women and 60 for men. This can be unfair because women have more limited time to contribute to pension, thus will receive les pension benefit (unless you subsidize one or two years of contribution per child—as the case of France). The draft law stipulates that the minimum contribution period is 25 year for civil servants and 15 years for private sector employees.
Comment: 
After discussion, it was decided that the pension age should refer to the Labour law and the next civil servants law, consistently at 60 years of age. 
Qualifying period of 25 years is not in line with C 102 (max 15 years). 

Group 4: Employment injury
Benefit for temporary incapacity, 70% of income, is higher than the minimum standard set by Convention 102. In case of death (art 31). The law doesn’t mention reference for calculation, but we should refer to the labour law.  
Comment: 
There is a confusion between employment injury benefit and invalidity benefit. They should be separated in two chapters. Normally employment injury is short term, invalidity is for the whole life. These contingencies are different, so not the same type of benefits.
A question was raised whether the calculation of benefit should refer to minimum wage or basic salary of each worker. Employment injury should have a degree of replacement of previous earning. Referring to social security principles, the more contribution you pay, the more benefit you receive. So it should refer to previous earning.
Session III: Presentation on the overview of the draft Law (Dr. Yangkou)
The drafting committee was appointed at the end of 2011 and we are almost finished. The draft has been discussed and submitted to the MoJ for technical checking. Our drafting team consists of CCPO, Ministry of Interior, LCCI, LFTU, MOPH, MOI, MoPublic security, MOLSW. We have submitted to the Ministry of Justice for checking. This meeting has been prepared since last December but we had no time to organize. We can link the presentation of ILO minimum standards with the presentation of the draft law. After listening to the presentation of ILO I am confident that most of the content is relevant and in line with ILO standards. I would like to raise some issues like risks and benefits and also the financial situation related to the benefit payment. By June, the draft will be submitted to the national assembly.
We need to mobilize employers to join the scheme to extend coverage. Social contributions should be paid by workers and employers.
Fund management under the MOLSW and managed by the board. The Social Security Fund will be independent under the supervision of MOLSW. Four main sources of funds. Contributions should be calculated based on basic salary and not total pay.
The ILO minimum standards convention could be used to adjust our draft social security law. I recommend that the drafting committee reconsiders the Law based on the comments brought forwards in this meeting.
Session IV: Presentation on the financing side of the SS law (JC Hennicot)
Emphasize the different benefits and the different financing systems corresponding to each benefit. Pay as you go (PAYG) vs Funded, for short term vs long term benefits. 
For short term benefits such as health, Maternity benefits, etc. we use pay as you go system– we don’t need a large reserve. We use the contributions of the people to pay for the benefits during the same year. We have to keep a little bit of reserve but not more than one year of reserves.
For long term benefits we recommend partial funding or full funding. This is the case for old age or disability pensions because the people receive their benefits many years after having received their pension. It is important to have reserve (fully funded or partly funded) for long term benefits.
Summary of SSO financing: Generally sound. But pension is partly funded (30-40%), not sufficient to cover all the costs in the future. Ceiling wage need to be reviewed (too low?). Last actuarial valuation was published in 2007. Would be good to do a review again now. 
Summary of SASS Financing: No reserve (PAYG), there are issues with unpaid or late payment of contribution, leading to problems in the MoF to manage the fund. Mixture of different contingencies (e.g. war disability is in the same fund management with pension) threatens the sustainability of the fund. There is an accumulation of liabilities for the pension. 
SASS pension projection (using the formula in decree 70/PM): without any reserve the contribution rate will need to increase by over 50% in 2080. In the next 10 years the current 16.5% contribution will not be enough and needs to be increased.
So SSO and SASS have: different benefit, different contribution, different qualifying period. With the new Social Security law, will the fund be merged? Will the formula be different? We cannot use the same formula for different contribution rate. 
General Recommendations from the ILO
· There is a need to undertake updated actuarial review
· Clear separations of benefits and funds. For instance, war invalidity pension fund should be separated from the old age pension funds. The war invalidity benefit is the responsibility of the government, while the old age pension is a contributory scheme. They should not be mixed.
· Clear separation of the financing of SSO and SASS (different funds. Avoid amalgamation of private and public sector schemes, because the nature and the needs are different. For instance, do public sector workers need unemployment insurance? No. 
· Ensure the establishment and active involvement of tripartite governance.
· Regarding self-employed workers:
a. Include of broader definition of self-employed (art3) not to be limited to manufacturing and service, but also fishery, agriculture etc (refer to international standard classification--ISIC).
b. Determine the basis for the contribution of self-employed (e.g. in Thailand a flat rate)
c. Since they don’t have an employer, and the whole contribution rate might be burdersome for them, gov’t can contribut partially (replacing employer’s contribution)
· Employment injury and invalidity need to be differentiated (Chapter 4). Recommendation: make 2 chapters. The content is different, benefit calculation is different. We can provide further recommendation. 
· We will further provide recommendation for pension (on issues regarding the merger of funds, the formulas, contribution structure etc)
· Take time and make plans ahead when designing the merger.
Responses from the drafting committee
· Regarding separations of the schemes: Initially we separated the different schemes: first is the voluntary (self-employed) and second is the compulsory fund (civil servants and private sector employees). After discussing we found that voluntary scheme could not work. It seems that there will be exclusion which is not relevant to social security definition of the ILO. So we established only the compulsory scheme. We will have one scheme, but consisting of three funds: for private sector, for civil servants and police and for self-employed. Regarding the separation of the funds for each benefit, according to calculation, 8% of contribution should be allocated for pension, but in practice it cannot be applied, because late payment and unpaid contribution, it is all used for that year’s payments.
· We will consider the separation of work accidents and invalidity into different chapters. At the beginning we separated invalidity related to work accident and invalidity which is not related to accident, but we have 12 chapters with 162 articles – it is too large so we shorten and combined them in the same chapter. But, referring to your comment, we will consider.
· Tripartism has been stipulated in the law, under governing board of the fund.
· The most important issue now is how to calculate the pension for civil servants and private sector employees. 
