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Key questions
1. Social protection as an economic necessity – what exactly
does this imply?
2. Why should countries invest in social protection, and how?
What do we know?
– Micro-level: human capital, productivity, employability
– Meso-level: local economic development
– Macro-level: aggregate demand, structural change, inclusive growth

3. The investment case for social protection
– Implications for employers
– Implications for employment and social protection policies

1. SOCIAL PROTECTION:
AN ECONOMIC NECESSITY

The case for social protection:
three dimensions
The Conference recognizes and
reiterates that:
(a) Social security is a human right.
(b) Social security is a social necessity.
(c) Social security is an economic
necessity.
ILC Conclusions concerning the recurrent discussion on
social protection (social security), 2011 (para. 5)

rights
and
dignity

social
justice

economic
efficiency and
sustainability

What did ILO constituents agree on in 2011?
“Social security is an economic necessity.
• Full, productive and decent employment is the most important source of
income security. Social protection is key to ensure a just share of the fruits
of progress for all.
• Sustainable growth requires good health, nutrition and education, which
can foster transitions from low productivity and subsistence level activities
to highly productive decent jobs and from the informal to the formal
economy.
• Social security, well designed and linked to other policies, enhances
productivity, employability and supports economic development.
• Adequate social security encourages human capital investment for both
employers and workers, enables workers to adapt to change and facilitates
equitable and inclusive structural change associated with globalization.
• As an effective automatic stabilizer in times of crisis, social security
contributes to mitigating the economic and social impact of economic
downturns, to enhancing resilience, and achieving faster recovery towards
inclusive growth.”
ILC Conclusions concerning the recurrent discussion on social protection (social security), 2011 (para. 5)

Shifting policy paradigms: The role of social
protection in a development context
Washington
consensus
• Grow first,
distribute later (if
at all)
• Consolidate public
budgets
• Cuts in public
services
• Short-term social
safety nets to
cushion the
repercussions of
adjustment
policies
• Social protection
polices not
affordable

Pro-poor
growth
• Focus on social
protection
targeted on the
poor and
vulnerable
• Risk management
approach
• Support for
(conditional) cash
transfers, health
and education

Inclusive
growth
• Social protection
indispensable for
social and
economic
development
(“investing in
people”)
• Universal and
progressive
approach
• Emphasis on social
security systems
• Strengthening
national financial
and institutional
capacities

Changing policy perspectives:
Focus on the economic argument for social protection
New focus on the
economic argument
for social protection

Investment
in social
protection

“Investing in people”
Inclusive
economic
growth,
more fiscal
space

More
decent
employment

Promoting
decent
employment
and inclusive
growth

Healthier
and better
educated
population

Higher
productivity

Realizing
human
rights

Ensuring
social
justice
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2. WHY SHOULD COUNTRIES
INVEST IN SOCIAL PROTECTION
FLOORS, AND HOW?
WHAT DO WE KNOW?

How does social protection affect the economy?
Why should countries invest in social protection?
Three levels:
MICRO

MESO
MACRO

individuals/households: building and protecting
human capital, empowering poor individuals to
invest or to adopt higher return strategies,
enhancing productivity and employability
local economy: enhancing community assets
and infrastructure, positive spillovers from
beneficiaries to non-beneficiaries
overall economy: stabilizing aggregate demand,
facilitating structural change, making
growth-enhancing reforms more politically
feasible, improving social cohesion.

Source: Adapted from Alderman and Yemtsov (2012, 2013); see also ILO World Social
Protection Report 2014/15, Chapter 6.6.

Social protection impacts at the micro-level (1)
 Protecting and stabilizing workers’ incomes
 «Idiosyncratic risks» such as ill health, maternity, disability, etc.
 «Systemic risks» (e.g. job loss due to economic downturns or structural
change)
 What about work incentives and dependency?

 Provide alternatives to harmful coping strategies





Reduce child labour (e.g. ILO, 2013)
Avoid withdrawal of children from school
Avoid reducing food intake in case of shocks
Avoid harmful depletion of natural resources that negatively affects the
environment and future livelihoods (e.g. collection of firewood)

Social protection impacts at the micro-level (2)
 Maintain and increase productivity
 Ensure effective access to health care that protects/enhances the
productive capacity of the individual
 Prevent distress selling of productive assets (e.g. livestock) and avoid
harmful long-term effects
 Promote employment of those in working age by reducing child labour
and providing income security for older persons

 Promote human capital development
 Improve nutrition and health outcomes
 Facilitate access to education and enhance educational performance >
higher productivity and employability in the longer term

 Increase innovating and risk-taking
 More predictable income streams enable people to plan ahead
 Availability of protection mechanisms allow people to accept more risks
(investments, seeking jobs elsewhere)

Social protection impacts at the meso level
 Increase and stabilize local consumption and production
 Increase purchasing power of poor people and channel (cash) resources
into poor local communities (potential multiplier effects)
 Stabilize consumption throughout the year (lean season)
 What about risks of price inflation?

 Support the accumulation of productive community
assets
 Public employment programmes can build community assets (irrigation
systems, etc.)
 What about crowding out private investments? Displacement effects?

 Support functioning of local labour markets
 Provide alternative employment opportunities when other employment
is not available (public employment programmes)
 What about wage inflation?

Social protection impacts at the macro level
 Stimulate and stabilize aggregate demand
 Increase/stabilize purchasing power of those on low incomes (potential
multiplier effects)
 Stabilize aggregate demand in the case of major shocks (e.g. economic
crisis)

 Promote labour force participation
 Positive effects through various channels, yet evidence inconclusive.
Dependent on policy design and contexts
 What about disincentives to labour market participation?

 Facilitate economic reforms
 Support structural change in the labour market by protecting the «losers»
and enabling them to adjust to new requirements (skills development
etc.)

 Reduce inequality and strengthen social cohesion («social
contract»)

Investment
in social
security

Stabilizes
aggregate
consumption

Supports crisis
response and
structural
change

Macroeconomic
stability and
social cohesion

Higher income
security

Allows people to
take more risky
decisions

Promoting
productive
employment and
entrepreneurship

Supports
structural change

Facilitates search
for jobs matching
individual skills

Preserving human
capital

Higher
productivity

Higher utilization of
health services when
necessary (including
prevention)

Better health
status

Effective access to
health care

Source: ILO World Social Protection Report 2014/15

Inclusive growth

Growth alone is not enough: Social protection
contributes to inclusive growth (short term)

Investment
in social
security

Better access to
food and better
nutritional status

Better health and
more favourable
physical
development

Higher school
attendance and
reduction in
children’s hours
worked

Better educational
performance

Higher utilization of
health services
when necessary
(including
prevention)

Better health status

Higher income
security

Effective access to
health care

Source: ILO World Social Protection Report 2014/15

More productive
and better
employable
workforce

Inclusive growth

Growth alone is not enough: Social protection
contributes to inclusive growth (longer term)

The productivity nexus:
Social protection expenditure and labour productivity

Figure: Social protection expenditure and labour productivity (output per worker in 2005, constant US

Note: ILO estimates and projections of labour productivity.
Source: Based on ILO World Social Protection Report 2014/15 and ILO Key Indicators of the Labour Mark

3. THE INVESTMENT CASE
FOR SOCIAL PROTECTION

The investment case for social protection:
Key areas of employer involvement in social protection
systems
Current employees

Potential future
workforce and wider
society

Employer-provided
benefits

Social insurance

Tax-financed benefits

Examples

Paid maternity leave,
severance pay,
occupational
pension

Maternity,
unemployment
health insurance;
pensions

Cash transfers,
social assistance,
health care

Economic
rationale

Attracting and
retaining qualified
staff

Attracting and
retaining qualified
staff; risk pooling

«investing in
people», improve
overall economic
climate

Dominant
financing
mechanism

Direct payments by
individual employer

Contributions from
workers and
employers

Taxation

Extending social security and fostering transition
from the informal to the formal economy: two-track approach
EXTEND SOCIAL SECURITY COVERAGE
THROUGH FORMALIZATION

INDEPENDENTLY OF STATUS

Formalize workers in the informal economy
in order to cover them and their families
through existing social protection
mechanisms (usually social insurance)

Extend coverage of social protection
mechanisms to workers in the informal
economy independently of their status,
and the population at large

Higher levels of formal employment
enhance economic performance and
enlarge fiscal space

Social protection enhances access to health,
education, income security, with positive
effects on human capital and productivity

FACILITATE TRANSITION
FROM THE INFORMAL TO THE FORMAL ECONOMY
Social Protection Floors Recommendation, 2012 (No. 202),
Transition from the Informal to the Formal Economy Recommendation, 2015 (No. 204)

What are the implications for economic and social policies?

Employment
policy
Enterprise
development

Investment
policy
Social
protection
(floors)

Rural
development

Fiscal policy

Macroeconomic
policy

Instead of a conclusion:
major policy challenges
• Coordination of various
schemes and
programmes
• National dialogue
process with
participation of social
partners and other
stakeholders

• Effective and efficient
governance and
administration
• Monitoring
• (Re-)building trust

Building
coherent social
security
systems

Ensuring fiscal
space

Strengthening
institutional
capacities

Linking
employment
and social
protection
policies more
effectively

• Fiscal space
• Domestic resource
mobilization
• Taxation
• Role of international
financial assistance

•Fostering transition to
formal employment
•More effective
coordination between
employment and social
protection policies
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