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Abstract More often than not, the existing modes of
contribution collection and beneﬁt payment of social security
organizations are adapted to the collective arrangements that
characterize employer-employee relationships. Extending
coverage to individuals in difﬁcult-to-reach groups, however,
may require new modalities of service that can cope with
many separate, secure transactions rather than a few bulk
data transfers between organizations. Recent developments in
electronic payment show its wide applicability in enabling
huge volumes of such individual transactions. It is in this
light that the article explores the potentials of this technology
and identiﬁes possible arrangements through which electronic
payments could surmount barriers that stand in the way of
covering difﬁcult-to-reach groups. The high level of mobile
phone penetration on a global scale augurs well for using
e-payment mechanisms to collect social security contributions
and to deliver social security beneﬁts and services. A generic
model is used to describe the requisite elements to implement
electronic payments in social protection programmes. Based
on empirical evidence of current social protection practices
from around the world, ﬁve scenarios are presented to describe
possible conﬁgurations for electronic payment, from the
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simplest to the most sophisticated. The broader objective is to
contribute in a practical manner to the international
commitment to extend social protection to all, as deﬁned by
the 2030 Sustainable Development Goals.
Keywords gaps in coverage, information technology,
telecommunications, contributions, beneﬁt administration,
social security administration, international
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This article analyses scenarios of electronic payment in social protection systems, in
particular to facilitate collecting contributions from and to pay beneﬁts to the
so-called “difﬁcult-to-reach groups”, such as self-employed, rural, domestic and
migrant workers. Although different, these difﬁcult-to-reach groups share a
number of characteristics that often serve as effective barriers to social security
coverage. For example, barriers may include lack of a bank account, absence of
acceptable identiﬁcation documents, labour market activity in seasonal
employment, irregular or insufﬁcient income ﬂows, and difﬁculties in physically
accessing social security ofﬁces to pay contributions or claim and collect beneﬁts.
More often than not, the existing modes of contribution collection and beneﬁt
payment of social security organizations are tailored to the collective
arrangements that characterize employer-employee relationships, but not to the
speciﬁcities of extending coverage to difﬁcult-to-reach workers.
Recent developments in e-payments show their wide applicability in enabling
huge volumes of individual transactions. It is in this context that this article
identiﬁes appropriate forms of e-payment systems that could surmount barriers
that stand in the way of difﬁcult-to-reach groups. The expectation is that this
will facilitate and enable coverage extension, as deﬁned by the international
commitment of the 2030 Sustainable Development Goals to extend social
protection to all, both by using e-payment mechanisms as channels to collect
social security contributions and to deliver social protection services and beneﬁts
(RHVP, 2010).
The remainder of this article is structured as follows. The next section sets out
the general context for e-payments in social protection and the main aspects to
take into account in the implementation of a system. We then deﬁne a generic
model for describing, analysing or designing an e-payment system. Five scenarios
are then presented that cover the main forms of e-payment systems in use. A
ﬁnal section offers overall conclusions.
International Social Security Review, Vol. 70, 2/2017
© 2017 International Social Security Association

Electronic payment mechanisms in social security

Aspects of e-payment systems
There have been many pilot projects and live implementations of e-payment
systems for social protection payments and contributions over the last decade or
so, particularly in Africa, Asia and South America. Many of these experiences
and lessons learned have been documented (see DFID, 2009; Vincent and Cull,
2009; ISSA, 2014; ISSA, 2015; ISSA, 2016).1 From the literature reporting on
practical experiences it has been possible to extract the generic model of social
protection e-payments systems described in this article, and ﬁve basic scenarios
that, with variations on the main themes, embrace all the system designs used.
The introduction of new social protection programmes in many countries and
the expansion in scope of many others creates operational challenges for effective
contribution collection and the payment of beneﬁts, particularly for hard-toreach groups. The potential beneﬁts of carrying out these transactions
electronically are evident, particularly in the context of the increasing penetration
of mobile phone networks even in advance of banking systems and regardless of
a nationwide ﬁxed-line telephone network.
The main beneﬁts sought from e-payments schemes include: convenience, in
terms of accessibility and time-saving for beneﬁciaries and contributors;
simpliﬁed procedures; reduced transaction costs; preventing and treating errors;
and the security of transactions and reduced exposure to risks to personal safety,
particularly when handling cash.

Basic concepts and main considerations
The model and scenarios in this article show that to identify which forms of
e-payment systems are appropriate in a national setting, two sets of key
determining factors should be considered. The ﬁrst is whether contributions
need to be collected and beneﬁt payments made, and whether the users are
resident in the country or resident abroad. The second consideration is that all
design decisions depend progressively on:
• the availability, nature and extent of infrastructure;
• the presence of an organization that can provide an electronic account and
payment service (through which the social protection payment reaches the
beneﬁciary); and
• the availability of a convenient means through which beneﬁciaries may access
their beneﬁt entitlements in the form of cash withdrawals and for making
purchases.
1. Information concerning many cases are held by the International Social Security Association (ISSA)
in its limited-access Good Practices database. For example, ISSA (2011).
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These factors are deemed to be nested; in the sense that choices made about one
factor may constrain the range of options for subsequent ones.
Infrastructure is the elemental consideration. As Zimmerman, Bohling and
Rotman Parker (2014) emphasize: “Infrastructure is the backbone of e-payments”.
In turn, the same authors then draw empirical attention to the challenges of
implementation.
The nature and reach of the national telecommunications network is the prime
component of relevant infrastructure. This is followed by the nature and reach of
the banking system or other ﬁnancial services (such as card payment systems or
mobile money), including the potential takeup by difﬁcult-to-reach-groups. In
some settings, physical infrastructure for cash distribution may also be relevant.
These, when taken in combination, determine the options for the provider of
the electronic payment service. Three main approaches to making social
protection cash transfer payments emerge from the model and scenarios: i) in
cash, ii) a limited-purpose instrument (for example a restricted-use card), and
iii) a mainstream ﬁnancial account (for example e-money, card-based or bank
account). Once these options are determined, the range of possible means of
access is narrowed considerably; for example to a mobile phone or an authorized
cash distribution agent.
After consideration of the means of access, the next key aspect for resolution is
the means of identiﬁcation required to access the cash or account credit. Again,
options will be narrowed or even determined by the choices already made.
For any scheme, prior registration to both the social protection programme and
the e-payment system is necessary. Both steps are crucial. This article assumes that
a process is already in place for beneﬁciaries or contributors to register with the
social protection programme, including identiﬁcation requirements. Therefore,
we will set out here only the additional aspects of registration created by the
introduction of a particular e-payment system.
Likewise, this article will not go into the details of how payment or contribution
amounts are calculated and veriﬁed, how payment-related information is
disseminated or collected, or how problems are identiﬁed and rectiﬁed in a
particular programme. These are all important aspects of a contributory social
protection programme that are determined by existing administrative practices,
and must be integral to the detailed design of the payment system.

Risks
For all payment systems, there is a risk of fraud, theft, loss or error. Electronic
payment or contribution systems are also at risk from failure, error, accident,
loss of power or equipment, electronic corruption and malicious attack, and will
require upgrading or replacing in due course. Consequently, an electronic
International Social Security Review, Vol. 70, 2/2017
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payment or contribution system has to put risk management at the forefront of
its planning and management. The types and levels of risk vary between the
various systems described in this article, and key ones are highlighted, but in
general the following aspects of risk management must be taken into account
in all systems.
Non-technical concerns relate to:
• Minimizing the opportunity for fraud, theft, error the more parties there are
in the system the harder it is to keep control, but consideration might be given to:
ensuring full record keeping; the requirement for double signatures when
disbursing payments; and delegating responsibilities to local level.
• Having effective means to detect and remedy fraud, theft and error, with
consideration given to accounts reconciliation and an ofﬁcial and independent
audit function.
• Putting in place and promoting awareness of sound legislation and law
enforcement, including an effective criminal justice system.
Technical concerns relate to:
• Providing reliability, resilience, recovery and backup (including responding to
the technical failure or the loss of an end-user’s token or device).
• Ensuring cyber security, which involves determining the requirement and
capability for defending against a cyber-attack, having a continuous enhancement
plan, meeting the human skills and technology needs, and having the necessary
budget.
• Anticipating obsolescence, which involves planning and budgeting for a
“technology refresh cycle”.

A generic model of e-payment systems
This section sets out a generic model for e-payment arrangements that can be used
to describe or design any system for paying beneﬁts or collecting social protection
contributions electronically (Figure 1). In particular, it is designed to be applicable
to systems that address the social protection needs and transaction requirements of
difﬁcult-to-reach groups.
It does not cover in detail all other aspects of a social security system such
as determining eligibility, assessing the level of payments and so on, but
solely the electronic payment processes that might be employed within the wider
system.2

2. Readers interested in the full model are directed to the original longer report; see Waller (2016). In
the full model, element value options include a wide range of possibilities including non-electronic, so
the model can be used for any payment system, electronic or not, or hybrid.
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Figure 1. Model elements
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At the core of the model are ﬁfteen “elements”, which are either persons
(actors in the payment processes), organizations, objects (cards, computers, etc.),
communications (messages, signals), or infrastructure. These elements can take a
variety of forms (“values”) and connect to other elements (in “relationships”).
A particular system is described by selecting the necessary elements and their
form in that system, and deﬁning their relationships with each other.
A payment process will consist of a path through the elements and their
relationships. For example, a social protection programme agency (organization)
issues payment instructions (relationship) to a mobile telecoms operator
(organization) that credits the e-money account (relationship) of a beneﬁciary
(person), who uses (relationship) a SIM card (object) inserted in (relationship)
a mobile phone (object) connected (relationship) to a mobile network
(infrastructure) to withdraw cash (relationship) at a local phone shop
(organization) by sending a text message (communication).
The number of possible combinations of elements, values and relationships is
huge. However, a more limited set is sufﬁcient to describe ﬁve basic models of
e-payments in social security that cover the majority of systems that occur in
countries around the world. Figure 2 shows the simpliﬁed general relationships
between groups of elements in the model from which the structure of any
particular payment system can be derived, as presented in the next section.
International Social Security Review, Vol. 70, 2/2017
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Figure 2. E-payment system: Simpliﬁed generic model
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Source: Author.

Basic scenarios of social protection e-payment
Introduction to the ﬁve scenarios
From a collection of cases from around the world, it was possible to distil ﬁve basic
models that represent (with local variations) most of the e-payment systems used
for social protection programmes. These remain high-level models; in practice, for
each real world system there will be a unique combination of speciﬁc processes,
roles, activities, technologies, computer systems and regulations applicable in a
particular country, all of which have to be considered and designed in a practical
implementation. These ﬁve scenarios, illustrated using the generic model, are
however sufﬁciently deﬁned and structurally distinct as to provide a framework
for choosing the one most suitable for adaptation in a particular national context.
This is done by focusing primarily on the infrastructure, the nature of the
electronic payment service, and the means of accessing the funds deposited in
beneﬁciaries’ accounts.
International Social Security Review, Vol. 70, 2/2017
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Table 1. Summary of scenarios
Element

Infrastructure

Payment
provider

1. Authorization code

Mobile phone network

Bank, post ofﬁce

Cash

2. Mobile money
pre-paid card

Mobile phone network

Mobile phone
operator

Limited purpose SIM card in portable
instrument, cash pay phone at cash
agent

3. Mobile money

Mobile phone network

Mobile phone
operator

Mainstream
e-money
account, cash

4. Pre-paid
credit/debit card

Electronic payment
system, ﬁxed/mobile
telecoms networks

Bank, post ofﬁce, Limited purpose Magnetic stripe or
credit card
instrument or
smartcard in
company
mainstream
ATM/POS
card-based
account, cash

5. Electronic banking
and identity

Electronic payment
Bank
system, bank networks,
ﬁxed/mobile telecoms
networks, Internet

Scenario

10

Payment form

Means of access
Mobile phone at
cash agent

Mobile phone and/or
cash agent

Mainstream
Magnetic stripe or
banking account smartcard in
ATM/POS, personal
computer/laptop, phone
app, electronic
identiﬁcation

Note: ATM = automatic teller machine; POS = point of sale terminal.
Source: Author.

Table 1 summarizes the scenarios. Each one is then described in detail, with a
diagram (based on the generic model) showing the main relationships between
the elements.

Authorization code scenario
Description. The authorization code scenario describes a payment system provided
by a bank or post ofﬁce that allows cash to be withdrawn from a local branch on
the presentation of an authorization code, veriﬁed by the bank or post ofﬁce. In
its simplest and most common form, a voucher code and/or unique identiﬁer is
sent to the beneﬁciary’s registered mobile phone by SMS on instruction from the
social protection programme agency (SPPA). It requires only a basic mobile
phone, with SMS messaging. No Internet access by users is needed, only access
to a mobile phone network (Smith et al., 2011).3
3. The system is used in China, Kenya, Mauritania, Philippines, Syrian Arab Republic, Zambia and
Zimbabwe (see, for example, <www.odi.org/sites/odi.org.uk/ﬁles/odi-assets/events-presentations/1255.
pdf>. Mauritania uses the system with pharmacies as the branch network for paying health insurance
reimbursements.

International Social Security Review, Vol. 70, 2/2017
© 2017 International Social Security Association

Electronic payment mechanisms in social security

The summary in Table 2 illustrates how this system ﬁts the generic model.
Options for some of the elements are shown, and the elements of the system are
illustrated in Figure 3. First, we will describe the key processes within the system.
Payment process. Pre-registration is required for the beneﬁciary, either with the
bank, post ofﬁce or SPPA. A mobile phone number is also required. At this stage in
the process, the beneﬁciary might be issued with an entitlement certiﬁcate or other
form of identiﬁcation to present with the voucher code when collecting cash. An
authorized representative (family relative or acquaintance) may be registered on
behalf of a beneﬁciary to receive the code and collect the money.
The SPPA will instruct the bank or post ofﬁce to initiate the payment to the
beneﬁciary by creating and sending a voucher code. The SPPA could issue
the code, but this introduces an extra step between the SPPA and payment
service provider in verifying the code. The beneﬁciary can also receive
payment notiﬁcation and other information by SMS.
When the code is received on the registered SIM in a mobile phone, the
recipient presents it at a branch of the bank or post ofﬁce, with his or her
personal ID or certiﬁcate of entitlement, to collect the value in cash. The branch
Table 2. Authorization code scenario: A summary
Prerequisites
● One or more mobile phone networks with reach to relevant geographical areas (any carrier can be used by the
beneﬁciary, who must have a personal handset).
● A post ofﬁce (PO) or bank branch network that can distribute cash in the relevant geographical areas.
● A means of bulk funding by the social protection programme agency (SPPA) or the PO or bank for beneﬁts
payments.
● A system in the PO or bank that can interface with the SPPA to accept payment instructions, keep accounts and
send back payment records.
● A system in the PO or bank that can generate unique codes, associate them with a sum of money, transmit them
to registered mobile phone numbers using SMS, and verify them in a branch.
● A registration process that links an authorized recipient to a mobile phone number and a collection authorization
identiﬁer or certiﬁcate.
Contribution process
Not applicable

Payment process
1. The SPPA provides bulk funds to the PO/bank.
2. The SPPA gives individual payment instructions (beneﬁciary and amount) to the
PO/bank.
3. The PO/bank generates a unique code and sends it by SMS to the mobile phone
registered to the beneﬁciary.
4. The beneﬁciary (or representative) takes the code and authorization identiﬁer/certiﬁcate
to a local branch of the PO/bank.
5. The branch veriﬁes the code and authorization, and determines the amount of money
associated with them.
6. The branch gives the beneﬁciary the amount in cash.
7. The PO/bank records the transaction, nulliﬁes the code, and updates its own and the
SPPA ﬁnancial records.

Source: Author.
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Figure 3. Authorization code: System model
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Source: Author.

must have a means to validate the code and to ensure that it is cancelled and cannot
be reused, most likely requiring a link back to a central system.
Contribution process. The SMS voucher code system is not intended to be used to
pay contributions.
Assessment of prerequisites, beneﬁts, costs, risks and variants. The essential
requirements for this system are, ﬁrst, that there is a payment partner that has
nationwide local coverage for cash payments and the ability to operate a text
message-based voucher sending, veriﬁcation, cancellation and accounting process.
It needs a reliable human and communications system for reconciling voucher
codes and the presenter’s conﬁrmation of entitlement. It may need the local
capability to register beneﬁciaries onto the system if that is not done by the SPPA.
Second, an extensive mobile telephone network is needed, but the system is not
tied to a single operator. It is advantageous for beneﬁciaries to have a personal
handset as, given the need to take the handset to collect the cash, the sharing of a
community phone is not convenient. Mobile data communication is not required.
International Social Security Review, Vol. 70, 2/2017
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The beneﬁciary does not need any type of bank or card account, but does need
physical access to a branch of the payment partner. Payments are still ultimately
held as cash rather than electronically, which raises security and safety concerns.
This payment system is speciﬁc to social protection (or other government)
payments and cannot be used for ﬁnancial transactions or savings, only cash
withdrawal to the value of the voucher. It can only be used in localities served by
branches of the payment service provider – which generally rules out its use
by beneﬁciaries who are not resident in the country. While there are no cases of
such a system being used to make contributions (as a code would need to be
generated in a local branch), that function would in practice be unnecessary, as
cash could be accepted in the same bank or post ofﬁce branch to be credited to
the SPPA against the contributor’s account.
The dependence on mobile phones and SIM cards raises durability issues for
beneﬁciaries with limited or no access to mobile phone retail outlets. The
provision and replacement of the SIM and handset is not within the payment
system, though could feature in the initial set up and registration process.
More sophisticated versions of the system might involve sending a code to an
app on a smartphone (requiring Internet access), or to a social protection system
accessed by functionality on a smartcard4 where appropriate card readers were
installed. Paying social protection contributions may be possible in more
sophisticated versions where a supporting social security or card account exists
(see, below, the pre-paid credit/debit card scenario using a smartcard).

Mobile money pre-paid card account scenario
Description. This scenario describes a cash withdrawal and stored value account
system5 provided by a mobile telecommunications operator alongside its
telephony service. It is underpinned by a mobile money system run by the
operator, but the beneﬁciary does not access it directly. Instead, a personal SIM
card is used as an access token to the account, through insertion in a portable
public mobile pay phone. No access by users to the Internet or a banking system
is needed, only access to a travelling authorized agent of the operator with a
portable mobile pay phone, which in turn requires network access.
Value equivalent to cash is held in an e-money account provided by the
payment service provider. It can be held in the account or withdrawn for cash,
but not used for payments or to take deposits. It cannot be used to pay in social
4. Data held by the ISSA Good Practices database shows that this is available in China, for example.
5. A stored-value service involves the use of stored-value card, which is a “payment card with a
monetary value stored on the card itself, not in an external account maintained by a ﬁnancial
institution”. See <https://en.wikipedia.org/wiki/Stored-value_card>.
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Table 3. Mobile money pre-paid card account scenario: A summary
Prerequisites
● A mobile phone operator with network reach to relevant geographical areas, local agents with mobile payphones,
and an e-money system (that requires appropriate ﬁnancial services regulations in place).
● A logistical network that can safely distribute cash to agents in the relevant geographical areas.
● A system in the mobile operator that can interface between its e-money system and the SPPA to accept incoming
payments, keep accounts, and send back payment records.
● A registration process that links an authorized recipient, an e-money account and a mobile phone SIM card and
PIN, and a collection authorization identiﬁer or certiﬁcate.
Contribution process
Not applicable

14

Payment process
1. The SPPA makes the payment electronically into the beneﬁciary’s e-money account.
2. The beneﬁciary meets an agent of the mobile operator with a mobile payphone, at a
designated time and place.
3. The beneﬁciary inserts the issued SIM card in the portable mobile payphone
(supervised or even inserted by the operator’s agent), enters the PIN and presents the
identity credential.
4. The agent receives clearance to pay out cash up to the balance in the e-money account
and the account is debited by that sum.
5. The transaction is recorded.
6. One or more government ofﬁcials may be present at the cash withdrawal and sign the
records, to avoid fraud and to ensure accurate accounts of payments.

Source: Author

protection contributions.6 How this system ﬁts the generic model is shown in
Table 3. The elements of the system are illustrated in Figure 4. The key processes
are as follows.
Payment process. Enrolment into the system ﬁrst requires authentication of
identity and the issuing of an identity credential, then registration into the
electronic payment system that entails setting up the account and issuing
the SIM card and PIN.
The SPPA can make the payment electronically into the beneﬁciary’s account,
but that can only be accessed by using the issued SIM card in a portable mobile
pay phone with the PIN and identity credential, supervised or even inserted by
the operator’s agent. When such access is made, the agent then receives clearance
to immediately pay out the cash. Recipients can choose to leave money on the
SIM card, but they cannot use it to transact anywhere but at pay points that have
the pay phones. In practice, transactions typically take place on pre-notiﬁed pay
days and at predetermined locations.
To avoid fraud and to ensure accurate accounts of payments, one or more
government ofﬁcials may be present at the cash withdrawal and to countersign
the records.
6. This system is used in Uganda, for example; see Zimmerman and Bohling (2013). See also Sage
(2012).
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Figure 4. Mobile money pre-paid card account: System model
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Source: Author.

Contribution process. It is not possible to make contribution payments using this
process without extending the system to one equivalent to full mobile money.
Assessment of prerequisites, beneﬁts, costs, risks and variants. In most countries,
speciﬁc legislation will be needed to enable a telecoms operator to provide
e-money payments and stored-value services (Lyman, Pickens and Porteous,
2008). This would allow it to act like a bank, including for matters such as
deposit protection and how the value of the e-money is treated in the accounts
of the operators and the national banks. A network of local mobile agents is
needed to provide cash withdrawal. They can also provide user training
functions. A form of ofﬁcial identiﬁcation (for example, a national identity or
voter registration system), or local accreditation process, is required to support
registration onto the mobile operator’s e-money system.
Extensive mobile phone network coverage is essential, but data services are not
necessary. Beneﬁciaries do not need to own a portable mobile phone, but do need
to have their own SIM card and PIN registered on the system. Although the
International Social Security Review, Vol. 70, 2/2017
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payment service provider needs an e-money system, that functionality does not
need to be available to end users.
Wider beneﬁts of this scenario include a fully functioning nationwide electronic
payment and stored-value account system in the absence of an extensive bank
branch network. Signiﬁcant capital investment may be required to set it up, with
a revenue stream available from transaction charges (which may be kept low).
It is possible to extend the system to areas outside mobile network coverage by
having agents carry out the authentication and cash handovers in the ﬁeld using
manual records. It cannot be used for contributions. Neither can it be used in
localities not served by the mobile agents which generally rules out its use by
people who are not present in the country.
One of the drawbacks is that ﬁeld agents have to carry large amounts of cash.
PINs need to be kept secured and not be forgotten by the intended beneﬁciaries.
The risk of theft and fraud can be mitigated by the presence of one or more
government ofﬁcials at the transactions. All this requires a signiﬁcant amount of
local organization, typically taken on by local-level government.

Mobile money scenario
16
Description. This scenario describes an electronic payments and stored-value
account system provided by a mobile telecommunications operator alongside its
telephony service. At its simplest, it requires only a basic mobile phone with SMS
messaging. No access by users to the Internet or a banking system is needed,
only access to a mobile phone network.
Value equivalent to cash is held in an e-money account provided by the
operator. It can be sent as a payment, added to by cash or transfer, or withdrawn
for cash. Text messages via SMS act as payment or transfer instructions. Payment
partner agents provide a registration service as well as cash deposit and
withdrawal facilities.
The system is not speciﬁc to social protection payments and can be used for any
transactions between registered users, or for savings. Small transaction fees are
typically applied to payments to cover the service costs.7 Table 4 outlines how
this system ﬁts the generic model, with the system elements illustrated in
Figure 5. The key processes are as follows.
Payment process. The key element in the functioning of this system is the network
of payment partners. These are typically airtime outlets of the mobile operator, but
in order to extend coverage the operator may set up arrangements (including
7. M-Pesa is the most familiar example, used in Kenya and the United Republic of Tanzania (Camner,
Pulver and Sjöblom, 2012; IFC, 2010). Similar services are used in Côte d’Ivoire, Haiti, Niger, Nigeria
and the Philippines (see, for example, Domingo, 2008).
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Table 4. Mobile money scenario: A summary
Prerequisites
● A mobile phone operator with network reach to relevant geographical areas, local agents with mobile payphones,
and an e-money system (that requires appropriate ﬁnancial services regulations in place).
● A branch network of retail payment partners that can distribute cash in the relevant geographical areas, with
e-money trading accounts, contracted and supported by the mobile operator.
● A banking system to underpin the e-money service.
● A system in the mobile operator that can interface between its e-money system and the SPPA to accept incoming
payments, keep accounts and send back payment acknowledgements.
● A registration process in which payment partners register new users using state-issued identiﬁcation, train them,
and supply the SIM (a new one linked to the e-money system is typically needed), PIN and possibly the phone
handset.
Contribution process

Payment process

1. A contributor can make payments to the SPPA by
SMS, transferring money from the e-money account,
as long as sufﬁcient credit is in the account.
2. Alternatively, a contributor can make payments to the
SPPA by SMS, transferring money charged to the
mobile phone account, as long as sufﬁcient credit
is in the account.

1. The SPPA deposits money into the registered
beneﬁciary’s e-money account.
2. The SPPA sends a notiﬁcation to the recipient by
SMS message.
3. The beneﬁciary then can keep the money in the
account, make payments by the e-money system
(by creating and sending a text message) or
withdraw cash at a payment partner.

Source: Author

service contracts and charges) with other retailers that have local branches. The
operator has to provide all the equipment, record-keeping tools and training
needed by the payment partners, and set up a trading account for them on the
system. The payment partner registers new users using state-issued identiﬁcation,
trains them, and supplies the SIM (a new SIM linked to the e-money system is
typically needed) and possibly the phone handset.
The SPPA, the mobile operator and the payment partners exchange registration
and accounting records to track payments and provide an auditable record.
Normal banking services support all the ﬁnances.
The SPPA deposits money into the registered beneﬁciary’s e-money account
with a notiﬁcation to the recipient by SMS message generated from its payment
accounts system. That value is then available for making payments through the
e-money system (by creating and sending a text message) or for withdrawing
cash at a payment partner.
Contribution process. Payments can be made to the SPPA in the same way (by SMS
transferring money from the e-money account) as to any other registered user such
as an individual or utility company.
Assessment of prerequisites, beneﬁts, costs, risks and variants. In most countries,
speciﬁc legislation will be needed to enable a telecoms operator to provide
e-money payments and stored-value services (Lyman, Pickens and Porteous,
2008). As in the previous scenario, this enables it to act like a bank, including in
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Figure 5. Mobile money: System model
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Source: Author.

matters such as deposit protection and how the value of the e-money is treated in the
accounts of the operators and the national banks. A network of local authorized
retail agents is needed to provide registration services, and cash deposit and
withdrawal. These agents also provide user training and marketing functions.
Extensive mobile phone network coverage is essential, but data services are not
necessary. Smartphones are similarly not necessary, though where they and data
services are available, there exists the potential to use apps for functionality
rather than SMS messages. For users not resident in their home country (see for
example, Domingo, 2008), the system is accessible as long as SMS roaming is
enabled for them, or their handset can use a data service (or Wi-Fi) for Internet
access with an app.
Robust authentication is necessary to set up a new user on the system, and
national identity or voter registration systems have been used.
As for the previous scenario, beneﬁts include a fully functioning nationwide
electronic payment and stored value account system in the absence of an extensive
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bank branch network. Again, signiﬁcant capital investment may be required to set it
up, with a revenue stream available from transaction charges (which may be kept
low). It has sometimes been necessary to provide free or subsidized phones with
new SIM cards in order to gain critical mass for a start-up service.
The dependence on mobile phones and SIM cards raises durability issues. For
example, phones can be shared in a community, but they may not be robust
enough to cope with the frequent insertion and removal of individuals’ SIM
cards. The cards themselves can easily be lost or damaged when not inside a
handset, so a replacement service is required (including a SIM-blocking
capability and possibly the issuing of a new number) probably through the agents.
Risk mitigation tools include the keeping of registers of transactions by agents, a
detailed system audit trail, ability to ﬂag suspicious activity (e.g. high volumes or
high values of transactions), and a separation of roles that requires more than one
member of back-ofﬁce staff to process large transactions and bank reconciliations.
This e-money system differs from the method of sending money through
airtime vouchers that has been used in a number of countries where there is a
good mobile phone network (for example in Kenya’s M-PESA scheme, see
Vincent and Cull, 2011), but not an extensive banking network. In that case, the
sender buys an airtime top-up voucher, reads the code and then sends the code
in a text message to a recipient. The recipient then sells the code to individuals
or retailers, usually at a discount, who take ownership of the airtime. The
scheme does not require speciﬁc identiﬁcation or registration, but its ﬂexibility is
limited by the unit value of vouchers, the requirement to trade them, and the
cost incurred by the discount (which can be a signiﬁcant percentage). These
aspects limit its suitability for social protection payments.
In Nigeria, a simpliﬁed contribution system for the payment of small premiums
for medical insurance charges the payments against the mobile phone account rather
than an e-money account, initiated through a smartphone menu option or SMS text.8

Debit/pre-paid credit card account scenario
Description. This scenario describes a system based on an account held by the social
protection beneﬁciary with a bank or credit card issuer and accessed by the
beneﬁciary using a magnetic stripe card or smartcard.9 A normal bank account is
not required, nor is access to bank branches, as cash withdrawals and purchases
are done through ATMs or POS terminals in retailers. Consequently, a banking
8. See <www.nhis.gov.ng/national-mobile-health-insurance-programme-nmhip-/>.
9. The following countries have systems that use magnetic stripe cards: Brazil, Chile, Colombia, Kenya,
Mexico, Pakistan, Philippines, South Africa and Swaziland (see, for example, Bold, Porteous and
Rotman, 2012); while the following use smartcards: China, Democratic Republic of Congo, Kenya,
Malawi, Namibia, Niger, South Africa and Zimbabwe.
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system with an extensive ATM network and an electronic payment system
(supporting POS transactions) is necessary. A telephone network will support the
ATMs and POS terminals, for connection to the banking system, but is not used
directly by the beneﬁciary.
Social protection payments are made directly into the beneﬁciary’s account,
which has to be set up by the bank or credit card company. Contributions can
be taken from or paid using the same account. Depending on the nature of the
account, it may be used for general transactions, deposits and storing value. In
theory, it could be a credit account, but in most cases it will be pre-paid or debit:
that is, the amount withdrawn or spent has to already be in the account.
Smartcards, where used, may provide additional social protection or other
functions, and hold biometric identiﬁcation.
Table 5 sets out how this system ﬁts the generic model, and the elements of the
system are illustrated in Figure 6. The key processes are as follows.
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Payment process. The SPPA arranges for a suitable account to be set up for the
beneﬁciary with a payment service provider, which is a bank or credit card
company, subject to appropriate identiﬁcation. A card giving access to the
account is issued to the beneﬁciary. To pay a beneﬁt, the SPPA instructs
the payment service provider to credit the beneﬁciary’s account. The beneﬁciary
accesses cash or makes payments from the account at an ATM or POS terminal.
All transactions are reconciled through the electronic payments system in the
national banking infrastructure.
Table 5. Debit/pre-paid credit card account scenario: A summary
Prerequisites
● A banking system and electronic payments system with a wide geographical coverage of ATMs or POS terminals.
● A telecommunications network to support the payments system.
● A ﬁnancial services provider (bank or credit card company) that sets up and manages accounts for users (with
robust identiﬁcation), issues and replaces cards and authentication tokens attached to the accounts, and
processes payments.
● Banking and accounting systems to support the SPPA and card provider.
● An account set-up process initiated by the SPPA with the individual and the card service provider, to issue the
card and PIN/biometric ID.
Contribution process

Payment process

1. The SPPA can debit the card account directly (as 1. The SPPA instructs the payment service provider to
long as sufﬁcient funds are available).
credit the beneﬁciary’s account.
2. Alternatively, the contributor can “purchase” the
2. The beneﬁciary accesses cash or makes payments
contribution at a retail POS or ATM, with the
from the account at an ATM or POS terminal using the
retailer or bank forwarding the credit to the SPPA.
card & PIN/biometric ID.
3. All transactions are reconciled through the electronic
payments system in the national banking system.
Source: Author.
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Figure 6. Debit/pre-paid credit card account: System model
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Source: Author.

Contribution process. There are two ways in which the same system can be used to
pay contributions into the social protection system once a card account is registered
with the SPPA. Either the SPPA can debit the card account directly (as long as
sufﬁcient funds are available), or the contributor can “purchase” the contribution
at a retail POS or ATM with the retailer or bank forwarding the credit to the SPPA.
Assessment of prerequisites, beneﬁts, costs, risks and variants. While it is not
necessary for individuals to hold a bank account, a banking system and
electronic payments system with wide geographical coverage of ATMs or POS
terminals is necessary. A ﬁnancial services provider (bank or credit card
company) is at the heart of the system, setting up and managing the accounts for
users (with robust identiﬁcation), issuing and replacing cards and authentication
tokens attached to the accounts, and processing payments.
Beneﬁts of the scenario include a fully functioning nationwide electronic
payment and stored-value account system in the absence of an extensive bank
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branch network. If sufﬁciently ﬂexible, a card account may provide most of the
facilities of a bank account; for example, a salary can be paid into it, and
purchases and cash withdrawals are possible (but not necessarily person-toperson transfers). If the user has a bank account (perhaps with electronic
banking where Internet infrastructure is available) then there is the possibility of
transfers between it and the card account. The system can work for beneﬁciaries
and contributors abroad if the card is recognized by the ﬁnancial services in their
country of residence (problems may arise in the country of residence if the
required biometric scanning equipment or dedicated card readers are not present).
The major costs and challenges occur during the introduction of the scheme,
when users typically have to be registered and provided with a card and account,
as well as a PIN or biometric means of authentication. Identiﬁcation is necessary
to set up a new user on the system, and national identity or voter registration
systems may be used. Transaction costs thereafter are minimal, but there is a need
for a process and resources for replacing lost or damaged cards, or forgotten (or
malfunctioning) authentication tokens. Fees may be charged to the user for
transactions or holding funds, or to retailers for purchases made from them.
As with card-based accounts in any setting, there is always a risk of theft and
fraud to be countered, and established ﬁnancial service providers will be familiar
with dealing with these. PINs need to be kept secured and retained by the card
owner, and biometrics such as beneﬁciaries’ ﬁngerprints may not be, in every
case, necessarily reliably recognizable. Where biometrics are used, the card reader
needs to be able to both scan in the biometric data and match it with the data
stored on the card, adding to the complexity and capital expense of the equipment.
Variations of the system are possible depending on whether the card is limited
in purpose to social security payments or is a general purpose credit or debit
card, and whether a magnetic stripe or smart card is used.
A limited purpose card may be restricted in one or more ways, such as not being
able to store funds indeﬁnitely, having no access to funds outside a dedicated
infrastructure, or no functionality for the deposit of additional funds. In contrast,
a general purpose card account can store funds indeﬁnitely, access funds through
mainstream ﬁnancial infrastructure, and take deposits of additional funds.
A magnetic stripe card can only be used in an ATM or POS terminal with
authentication limited to a PIN; it can have no other functionality other than to
access the account to which it is linked.
Smartcards can hold biometric data for authentication as well as PINs, and also
have a functionality for other applications such as travel ticketing or a range of
social protection-related processes.10
10. Further information on the debit/pre-paid credit card account system can be found in the Bold,
Porteous and Rotman (2012); Rotman Parker, Kumar and Parada (2013); Zimmerman, Bohling and
Rotman Parker (2014).
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If the account allows it, all types of card can be used for purchases over the phone
or Internet by providing the numbers and other information for authentication.

Electronic banking and identity scenario
Description. This ﬁfth scenario describes a fully electronic payment and
contribution system run through the commercial banking system by retail banks.
Beneﬁciaries hold a normal bank account with the capability for transactions,
storing value, taking deposits, and paying by direct debit or standing order. It
includes a form of electronic identiﬁcation, eliminating the necessity for physical
locations, face-to-face contact or identity documents, as well as the use of cash.
Payments and debits between the SPPA and beneﬁciaries are carried out through
electronic credit transfers within the banking system between their respective
bank accounts.
Many countries with such a system in place also have the capability for
citizens to access governmental administrative functions themselves over the
Internet (“e-government”). Accessing a social security account may be one of
these, and may need either separate identiﬁcation or use a common electronic
identiﬁcation (perhaps a national e-ID system using digital certiﬁcates). Even
with such access, payments in and out will still go through the banking system.11
This system will be the default (but not necessarily the exclusive) one for social
security payments in most developed countries, where the majority of recipients
have bank accounts. National e-ID systems are less common (but exist in India
for example, and are under consideration in a number of African States; see
World Bank, 2014), and at present ones based on digital certiﬁcates are rare
(examples are Estonia and the United Arab Emirates).12
Table 6 shows how this system ﬁts the generic model. The elements of the
system are presented in Figure 7, which illustrates the use of a state e-ID system
for completeness. The key processes are as follows.
Payment process. Social protection payments are handled no differently from any
other ﬁnancial transaction. The SPPA initiates a credit to the beneﬁciary’s bank
account through its own bank account. When the funds reach the beneﬁciary’s
account they are available for access and use in any way that the banking service
provides.
11. For developments in China, see <http://usa.chinadaily.com.cn/epaper/2017-02/06/content_
28115215.htm> and, for medical care speciﬁcally, see <http://www.lifeofguangzhou.com/node_981/
node_989/node_997/node_1007/2017/02/10/1486697712177624.shtml>.
12. For more information on the case of Estonia, see OECD and ITU (2011); for the United Arab
Emirates, see Al Khouri (2014).
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Table 6. Electronic banking and identity: A summary
Prerequisites
● A full banking system with nationwide network of branches, or at least ATMs, in every locality.
● A telecommunications network to support the payments system and possibly Internet access to online banking.
● Comprehensive and maintained security and cyber-defence measures.
● Beneﬁciaries need to have, and to use, a bank account.
● For the unbanked, a cash payment system using a payment partner such as the post ofﬁce and an
authorization token such as a card or certiﬁcate of entitlement.
● An account set-up process initiated by the SPPA with the individual and the banking service provider, to issue
an ATM card and PIN/biometric/electronic ID.
Contribution process
1. Contributions will be taken automatically by the SPPA
by direct debit from the contributor’s account.
2. Alternatively, they are paid by a standing arrangement
from the contributor’s account.
3. Or they are paid by electronic transfer by a payroll
system.
4. Or the contributor or an authorized representative can
make single payments electronically.
5. In all cases, the payment will carry a reference
number identifying the beneﬁciary to the social
security system.
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Payment process
1. The SPPA initiates a credit to the beneﬁciary’s
bank account through its own bank account.
2. When the funds reach the beneﬁciary’s account
they are available for access and use in any way
that the banking service provides, e.g. cash from
ATMs, purchases at POS terminals, online
purchases, electronic payments.

Source: Author.

Contribution process. Social security contributions in such a system, either from an
employer or individual, will typically be taken automatically by the SPPA by direct
debit from the contributor’s account, paid by a standing arrangement, or by
electronic transfer from a payroll system for example. There remains the option
of the contributor or an authorized representative making single payments
electronically. In all cases, the payment will carry a reference number identifying
the beneﬁciary to the social security system.
Assessment of prerequisites, beneﬁts, costs, risks and variants. A full banking
system is required, with a nationwide network of branches, or at least ATMs, in
every locality. The additional requirement is for all beneﬁciaries to have, and to
use, a bank account. This latter requirement is not easy to achieve, even in more
developed economies, and government initiatives to create low-cost bank
accounts and encourage citizens to take them up have been seen (for example, in
the United States; see Anderson, Strand and Collins, 2012). In many countries
where full banking is the norm, there will also be a cash payment system using a
payment partner such as the post ofﬁce and an authorization token such as
a card or certiﬁcate of entitlement.
Access to accounts by users may be in a bank branch, through ATMs or POS
terminals, or at home (or any location) through Internet-access banking
(browser or app-enabled). Online or mobile banking over the Internet is not
International Social Security Review, Vol. 70, 2/2017
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Figure 7. Electronic banking and identity: System model
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Source: Author.

strictly necessary for this system, but does add considerable convenience for users,
particularly when living some distance from a banking facility – a data network and
access to an Internet service provider is of course necessary. It would be normal for
ownership of a bank account to come with the provision of a magnetic stripe card
or smartcard to access the account through an ATM or POS terminal. The card will
also hold some form of electronic identity. This scenario works also for
beneﬁciaries and contributors resident out of the country by means of telephone
or online banking, or international money transfer, though there may be
difﬁculties if access involves dedicated equipment such as e-ID card readers or
biometric scanners.
Forms of electronic identity that can be used range from PIN and password
combinations, through biometrics, to cryptography-based identity certiﬁcates
(sometimes issued by banks, but also found in national government-run state
electronic identity systems). Access devices must be capable of working with any
tokens or biometrics in use. The electronic identity may be held on the bank
card or a separate one (such as a national ID card), or on a device (PC or mobile
International Social Security Review, Vol. 70, 2/2017
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phone). Security (against loss, theft or duplication) is essential and generally two
factors will be used to access a bank account.
Electronic identity management may be offered by a user’s bank to access the
account, or an accredited third party, or a national e-ID system – the latter
having its own extensive infrastructure, token, and user-device requirements
(such as smartcards and readers to plug into a home computer). All these
require huge investment and development work, funded and carried out by a
government, a development aid agency, state or private banks, or a combination
of these depending on national circumstances.
Table 7. Summary comparison of main beneﬁts and limitations of the ﬁve scenarios
Scenario
Authorization
code
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Beneﬁts
● Requires only a mobile phone network as
infrastructure
● No bank account or cards needed
● Authorized representative may collect
payments for beneﬁciary

Limitations
● Cannot be used for contributions
● Access restricted to speciﬁc branch
locations
● No account to store credit or make
payments – cash only

Mobile money ● Requires only a mobile phone network as
pre-paid card
infrastructure
● No handset required by beneﬁciary
● Access possible outside network coverage
● Allows stored value and electronic payments

● Requires regulatory framework that
allows e-money service by mobile
operator
● Cannot be used for contributions
● Dependent on local agents carrying
cash
● Requires robust fraud and theft
prevention measures (typically
involving local ofﬁcials)

Mobile money ● Fully ﬂexible value storage and payments system in
absence of bank account
● Cash pay-outs not essential
● Works for beneﬁciaries & contributors out of the
country, on phone with roaming or data access

● Requires regulatory framework that
allows e-money service by mobile
operator
● Requires full mobile network
coverage
● Users incur transaction costs

Pre-paid
credit/debit
card

● Limited or fully ﬂexible value storage and payments
system in absence of bank account
● Cards may have other functionality (if smartcards,
e.g. ticketing)
● Low transaction costs
● Can work for beneﬁciaries & contributors abroad if
the card is recognized in their country of residence

Electronic
banking and
identity

● Requires extensive telecoms and
● Fully ﬂexible value storage and payments system
● Low transaction costs
ﬁnancial services infrastructure
● Works for beneﬁciaries & contributors out of the
● Cyber security capability required
country (with telephone/online banking or
● Beneﬁciaries require bank account
international money transfers)
– alternative cash-based process
● SPPA needs to set up no special processes
needed for those without
other than ensuring beneﬁciaries have bank accounts

● Banking and card system, extensive
ATM/POS network required
● Secure card issue and management
system required

Source: Author.
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In principle, such a system could use a non-bank Internet-based payment
system (such as PayPal or similar). However, these require a back-up banking or
credit card ﬁnancial system to handle payments into and out of the system.
There is therefore little advantage to the SPPA of using such a method over a
direct banking or card account system, as well as a risk of introducing a third party.
Financial risk (from card loss, theft, error or fraud) in this system is typically
borne by the banking system as part of its general operations. This includes cash
handling. Consequently, much of the risk carried by the SPPA or payment
partners in other social security e-payments systems is absorbed by the banks.
However, and again not solely the responsibility of the SPPA, there is an
increased risk to the electronic aspects of the system.
Extensive dependence on such electronic systems raises the risk of hacking and
cyber-attack on the ﬁnancial system, Internet infrastructure, or e-ID system
(including certiﬁcation agencies) from highly capable and potentially hostile state
or non-state organizations or individuals. Sophisticated cyber security and defence
capability is essential in such circumstances for national security, requiring
considerable expertise and expenditure on a continuing basis as attackers become
more able, learn about the system’s vulnerabilities, and potentially become able to
conceal successful penetration. This is a national-level security issue.

Conclusions
This article has identiﬁed a number of key points relating to the implementation of
electronic payment systems for both paying out beneﬁts and collecting
contributions which may support effective coverage extension to so-called
hard-to-reach workers. Table 7 brings together the key features, beneﬁts and
limitations of each of the ﬁve basic scenarios.
From the ﬁve scenarios examined, the following eight concluding points can be
drawn.
• E-payment systems are being implemented in many countries, but all
implementations ﬁt one of ﬁve basic scenarios. Within those, there are still many
options and the detailed design in a country will have many speciﬁc issues to
accommodate.
• Some approaches can only be used for payments, and only some are usable
outside the country of origin, for example by cross-border migrant workers. So
the scope of the requirement and location of the target user-population provide
the starting point for design decisions.
• In choosing an appropriate approach for a country, the extent of banking
infrastructure, including the penetration of accounts and accessibility to
banking services, is the key determinant. Thereafter, successive criteria
progressively narrow down the range of design options.
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• Challenges and risks exist to varying degrees with all e-payment schemes.
Experience has identiﬁed many of these and risk management must be a
core aspect of the design. For example, all approaches must be able to cope
with the loss of, or damage to, payment and authentication tokens, and
provide a remedy for forgotten passwords and PINs. Security is a major
concern, whether it be in the distribution of cash or the protection of
electronic systems.
• The more the ﬁnancial infrastructure is developed, the less the SPPA has to do
to set up processes for contributions and payments, and the less direct risk falls to it
to manage.
• In cases where there is no extensive banking system, a card-based account
appears to be the most ﬂexible and popular approach, and the one with most
potential beneﬁt. A full electronic system may be too lofty an aim at the outset,
due to the investment and time required, and the limited initial capability in the
user population. An alternative is to use mobile phone contracts as a ﬁnancial
mechanism.
• Strong authentication (for example an e-ID) is very relevant at the registration
stage of a social protection programme and possibly for registration to the
payment system, but it is not essential for a payment process as simpler
authentication tokens can be issued. Authentication should offer a balance
between ease of use and security, and there is no ideal solution
even
biometrics have emerging problems and are not immune to illegal copying and
imitation. This is a serious challenge owing to impossibility of issuing an
individual a replacement ﬁngerprint.
• A social security institution and programme may be a driver not only for
payment systems and collecting contributions, but also for providing an identity
service and even being a guarantor of identity.
The technical, regulatory and infrastructure considerations discussed in this
article are all important. The practical importance for countries to give
consideration to these points is to support efforts to contribute to the international
commitment to extend social protection to all, as deﬁned by the 2030 Sustainable
Development Goals.
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Abstract Across the OECD, public policies seek to support
parents in achieving their desired work/life balance. This article
introduces the background to and issues at stake in promoting
equal partnerships in families in Germany. Families in
Germany face considerable challenges to spending more time
together and achieving a more gender-balanced reconciliation
of work and family life, as paid work hours for fathers are long
on full-time jobs and many women are in part-time jobs. Family
policy can play an important role and Germany has made
substantial progress in supporting families ahead of and after
the birth of a child. Important in this regard are the parental
leave reforms of 2007 and 2015 and the extension of childcare
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supports that better enable fathers and mothers to combine
work and family commitments. The article assesses recent
developments in family policies in Germany while also drawing
from the experiences of countries with longstanding policies to
support work/life balance and strengthen gender equality.
Keywords family policy, work life balance, dual career
couple, Germany, OECD countries
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Across the Member countries of the Organisation for Economic Co-operation and
Development (OECD), public policies seek to support parents in achieving their
desired work/life balance. There are many underlying, often interrelated, reasons
for doing so. They include ﬁghting child poverty, supporting family well-being,
encouraging self-sufﬁciency, promoting parental labour force participation, and
generally promoting gender equality and inclusive growth. However, the focus
and the underlying motivations vary by country and over time, which
contributes to differences in support systems across the OECD. This article
assesses recent developments in family policies in Germany and assesses how
they might affect future gender equality and economic growth in Germany.
The equal access of fathers and mothers to paid work, working hours, and
earnings is central to promoting equal partnerships in families. While working
fathers and mothers are good role models for boys and girls, parents who share
paid work more equally ﬁnd it easier to share more equally unpaid work at
home, and have more time with each other and for the family. A more equal
sharing of paid work also enables both partners to pursue their individual labour
market aspirations, enhancing their self-sufﬁciency and reducing the risk of
poverty in the event of divorce or in old age, when the other partner passes
away. Equality of access to paid work also fosters fairer decision making in
couples and contributes to overall family well-being.
However, mothers struggle to contribute equally to household income. In
Germany, as in other OECD countries, few parents1 share paid work equally and
full-time employees, be they men or women, often work longer than 40 hours
per week.2 Such long hours complicate mothers’ efforts to combine full-time
1. “Parent”, “mother” or “father” refers to the residential mother or father present in a household
where at least one child younger than age 18 lives together with a couple (married or cohabitating)
identiﬁed as his or her parents.
2. Here, “working hours” refers only to paid hours of work.
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work with parenting, an issue that is exacerbated in Germany by the relatively short
days in pre-primary, primary and secondary school. Related to this, German
mothers who work part-time work shorter hours than in other countries and
they face difﬁculties in reverting to full-time work as their children age.
Part-time work and marginal employment are detrimental to mothers’ and, by
the same token, families’ incomes. In Germany, women make up the bulk of
workers in marginal employment like minijobs and midijobs – ﬂexitime casual
jobs which provide limited levels of social security, income and career options.
Male partners’ long hours, meanwhile, curtail the time that men can spend with
their families and the amount of unpaid work that they do at home.
All of these factors contribute to a relatively wide gender gap in working
hours and earnings among German couples with children. For German women
to have the opportunity to increase their working hours and/or participate in
full-time work, institutional changes are needed in the provision of care for
young and school-aged children, cultural changes, and changes in the labour
market.
Changes are also needed in the German tax-beneﬁt system, which currently
discourages couples from sharing paid work equally. The joint income tax
system, free co-insurance of spouses, and the cap on social security contributions
in Germany ensure that the tax burden on household labour increases strongly
when a second person takes up employment, unless she or he engages in a
tax-free minijob with income of up to EUR 450 per month.

The evolving balance of work
The balance of work and family behaviours is changing in German families. Fathers
continue to be the main breadwinners in couple families, but whereas they
previously did not participate in the labour force, German mothers are typically
in work nowadays, albeit on a part-time basis. German women aged 25 to 34 are
now more likely to have obtained a university degree than young men. This rise
in educational attainment has contributed to a large increase in Germany’s
working-age female employment rate (12 percentage points since 2000), which is
now 70 per cent. This is the highest proportion of women in paid work outside
of the Nordic countries and Switzerland. This increase in labour force participation
has been associated with a decline in time spent on unpaid home and care work,
but in Germany – as elsewhere in the OECD – women still bear the brunt of unpaid
work and fathers spend much less time with children than mothers. German
parents are more likely than their fellow Europeans to report work/life conﬂict
and, despite recent increases, the total fertility rate (TFR) in 2015 was 1.50,
below the 2014 OECD average of 1.68 (OECD, 2016b).
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In the past, labour market institutions, public policies, and social norms
reinforced traditional gender roles, especially in Western Germany. However,
since the mid-2000s social policy reform has increased opportunities for both
parents to ﬁnd a better work/family balance. Parental leave reform has effectively
reduced the duration of the paid leave spell that mothers take and induced many
fathers to use paid leave entitlements, often for two months or more at a time.
In parallel, public investment in early childhood education and care (ECEC) has
increased markedly. Public expenditure on ECEC services has increased by over
50 per cent since 2005, from 0.37 per cent of GDP to 0.58 per cent of GDP, and
is now not too far off the OECD average (0.73 per cent) (OECD, 2016b).

Evolving attitudes
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Attitudes towards work and care opportunities have changed, too. The share of the
population in Western Germany that believes a mother should not work when she
has a preschool-aged child dropped from 46.6 per cent in 2002 to 21.8 per cent in
2012, and over the same period that proportion halved to below 10 per cent in Eastern
Germany. Furthermore, the German population in 2012 was one of the most
egalitarian after Sweden (Figure 1) in preferences over whether mothers or fathers
should take paid parental leave.

Evolving public policy
The new German family policy approach aims to provide parents and children more
time with each other by promoting a more equal sharing of responsibilities in
reconciling work and family life – Partnerschaftlichkeit (BMFSFJ, 2015a). This is
reﬂected in the 2015 parental leave reform, which facilitates both parents taking
leave on a part-time basis and provides a partnership bonus for at least four
months when both parents work around 25-30 hours per week. This reform is part
of a more general policy drive to make working conditions in companies more
conducive to family life, in cooperation with employers, trade unions and other
stakeholders. In Germany currently many mothers work short part-time hours
and many fathers work more than 40 hours per week. For that reason, the debate
in Germany over working-time ﬂexibility and a more equitable sharing of work
and family responsibilities between parents with small children involves vollzeitnah
or “reduced full-time working hours” – a term not in common international use.
Public policy has also increased ECEC capacity, but considerable policy
challenges remain including, for example, out-of-school-hours (OSH) care
support and providing both parents with equally strong ﬁnancial incentives to
work (or work more) through the tax-beneﬁt system.
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Figure 1. Supporters of paid parental leave in favour of parents sharing parental leave
period (equally)
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Note: Distribution of responses to the question “Consider a couple who both work full-time and now have a new
born child. Both are in a similar work situation and are eligible for paid leave. How should this paid leave period
be divided between the mother and the father?”. Question only asked to those who think paid leave should be
available to parents.
Source: ISSP (2012).
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The remainder of the article is structured as follows. The next two sections offer
an explanation of why and how equal sharing pays for families and society. We
then examine policies to promote partnership, looking both at persistent
shortcomings and progress achieved through parental leave reform since the
mid-2000s. The article closes with a set of policy recommendations designed to
enable parents in Germany to share work and family responsibilities more equally.

Sharing pays for families

36

A more equal sharing of work/life balance opportunities and responsibilities
between partners is good for the well-being of families and its individual
members. This is perhaps most obvious for couple families – the focus of this
article – but all families beneﬁt from an equal sharing of responsibilities in
reconciling work and family life, including parents who are separated or who do
not live together on a permanent basis. Equal sharing gives fathers more time to
spend with their children, which also supports child development, while it also
gives mothers more space to pursue their labour market aspirations and
strengthen their long-term labour force attachment and pension entitlements,
which enhances both their ﬁnancial independence and their families’ resources.
Parenthood proves to be a crucial moment in couple’s lives. Parents’ behaviour
around the birth of a new child is important for determining later roles and
responsibilities within a family (Baxter, Hewitt and Haynes, 2008; Schober, 2013;
Barnes, 2015). Before parenthood, many couples share paid and unpaid work
relatively equally. However, upon the birth of the ﬁrst child couples often revert
to traditional roles, and even as children grow up, mothers do not always return
(fully) to the labour market. Too often, partners’ behaviours feed into an
unfortunate circle: men engage more in paid work, women engage more in
unpaid work, and individuals’ aspirations are not fulﬁlled.
Children beneﬁt from spending time with their fathers: greater paternal
involvement is associated with positive cognitive and emotional outcomes
(Lamb, 2010; Huerta et al., 2013; Schober, 2015) as well as physical health
beneﬁts for the child (WHO, 2007). Children can also beneﬁt from their
mothers’ employment, as mothers’ participation in the labour market increases
household income. It may also change the allocation of resources within
households, as mothers tend to allocate more to child-related expenditures
(Lundberg and Pollak, 1996; Woolley, 2004).
Fathers beneﬁt from spending more time with their children: fathers who
contribute more to unpaid work (including childcare) face a lower risk of
divorce than less-involved fathers (Sigle-Rushton, 2010), while fathers who
engage more with their children report greater life satisfaction and better
psychological well-being (Eggebeen and Knoester, 2001; WHO, 2007; Craig and
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Sawrikar, 2009; Schindler, 2010). Evidence also suggests that fathers’ work
environments have a role to play: fathers report higher work/life satisfaction and
involvement with their children the more father-friendly their workplace
(Goodman et al., 2008; Craig and Sawrikar, 2009; Ishii-Kuntz, 2013).
Mothers’ employment participation is often crucial to ensure family economic
well-being and reduce poverty risks. During the Great Recession, women’s
earnings were an important factor in helping families compensate for income
losses in more vulnerable, male-dominated sectors (OECD, 2012). Engaging in
paid employment offers women (and their children) economic security in the
case of divorce or partnership dissolution – which in Germany is just above
the OECD average. Continued employment participation may also open up
career opportunities and will, in all events, strengthen pension entitlements and
in so doing reduce the risk of poverty in old age (OECD, 2015a).
Employed mothers also help to change gender norms and promote equal
sharing in the longer-term perspective. There are intergenerational effects on
future gender inequality when mothers are in paid work, as egalitarian attitudes
are shaped both at home and in the public sphere. Equal sharing of unpaid work
between mothers and fathers is associated with more gender-equal attitudes and
behaviours of children once they grow up (McGinn, Ruiz Castro and Long
Lingo, 2015; Davis and Greenstein, 2009). When mothers participate in the
labour market, children’s social expectations are that women should enjoy
equality of opportunity in the labour market – with all that implies for the
division of labour in the household. Sons raised by employed mothers spend
more time on care activities at home when they become adults than do sons of
stay-at-home mothers, while daughters raised by employed mothers tend to be
more successful on the labour market. Their jobs are better, their pay higher and
their paid hours longer than the daughters of stay-at-home mothers (McGinn,
Ruiz Castro and Long Lingo, 2015; Olivetti, Patacchini and Zenou, 2013;
Cunningham, 2001).

Yet most German families share paid and unpaid work unequally
The “main-earner model” continues to dominate in Germany, albeit in a modiﬁed
form. Most children in Germany grow up with a full-time working father and a
mother who works part-time and does the bulk of the unpaid work around the
house, including childcare. In 2013, 47 per cent of couples with a child younger
than age 18 followed the main-earner model (BMFSFJ, 2015b).
Nonetheless, over the past 16 years, employment rates among working-age women
in Germany have increased by around 12 percentage points, from 58.1 per cent in
2000 to 69.9 per cent in 2015. The average change in this period across the OECD
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was only 5.7 percentage points. Germany’s increase represents the third-largest
increase in female employment in the OECD in this period, after Chile and Latvia.
Germany’s female employment gains have largely been driven by mothers
entering part-time work, often in jobs with limited hours. More than half of
German mothers in employment work part-time: only the Netherlands – at
68 per cent – has a higher proportion of employed mothers in part-time work
(Figure 2). Consequently, the gender gap in full-time equivalent employment
(which accounts for the working hours of those in employment) remains large at
23.4 percentage points, compared to a gender gap of 8.1 percentage points in
employment rates in Germany (OECD, 2016a).
German fathers often work long hours – on average, 42 hours per week
– compared to workers in many other OECD countries. Every third German
father wishes he had more time for his children (Destatis, 2015a), and most
fathers would prefer shorter paid work hours (BMFSFJ, 2015b).
Figure 2. Working mothers in Germany mainly work part-time
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Notes: Maternal employment rates by part-time/full-time status, mothers aged 15-64 with at least one child aged
1
2
0–14, 2014 or latest available year.
1. For Canada children aged 0–15, and for the United States children aged 0–17.
2. Data for Denmark and Finland to 2012, and for Chile, Germany and Turkey to 2013. The distinction between
part-time and full-time employment is based on a common deﬁnition (usual weekly working hours of less than 30
in the main job). In some countries (e.g. countries in the European Union, and the United States) it is possible for
individuals to report that they do not have usual set hours in their main job. Where this is the case, the
individual’s actual hours worked in their main job during the survey reference week are used in place of their
usual weekly working hours. For Chile, the distinction between part-time and full-time work is based on actual
hours worked in the main job in the previous week, rather than usual weekly working hours in the main job.
Source: OECD Family Database (2016b).
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Figure 3. German-speaking countries have large within-couple gender gaps in work
hours and earnings

Notes: Average within-couple gender gap in usual weekly working hours and average relative within-couple female
share of earnings, for couples with a female partner aged 25 to 45 and at least one child, selected countries, 2011/
2012. For the within-couple gap in usual weekly working hours, data refer to 2012 (2014 for the United States). For
the female share of earnings, the income reference year is 2011 (2013 for the United States).
Note for Panel A: Data refer to the average absolute gap in usual weekly working hours between the male member
and the female member of a couple (male partner’s usual weekly working hours – female partner’s usual weekly
working hours). Couples with both partners not working are excluded.
Note for Panel B: Data refer to the average female share of a couple’s total earnings [female partner’s earnings /
(male partner’s earnings + female partner’s earnings)]. Couples with both partners not working are excluded.
Sources: OECD calculations of EU SILC (2012), and Current Population Survey (2014) for the United States.

Within-couple gender gaps in working hours and earnings in Germany are
wider than in other European countries and the United States (Figure 3, Panels
A and B). In couple families with a female partner aged 25 to 45 and at least one
child, mothers are in paid work for an average of 17 hours per week on average.
In Austria, Italy and Switzerland this rate is also less than 20 hours. By contrast,
the ﬁgure among partnered mothers aged 25 to 45 in Denmark, Norway and
Sweden is 30 hours per week or more.
Most men in Germany work over 40 hours per week, but the share of partnered
fathers working 45 or more hours is higher in Germany, Austria, and Switzerland
than in Finland, Norway and Sweden. “Dual reduced full-time work” households
– those in which both parents work between 30 and 39 hours per week – are still
uncommon in Germany. They account for fewer than 2 per cent of couples with
children, far less than Denmark and Norway, where more than 25 per cent of
couples carry out this egalitarian work-hour combination.
Given the patterns in working hours among partnered parents, the average withincouple gender gap in paid working hours in Germany and other German-speaking
International Social Security Review, Vol. 70, 2/2017
© 2017 International Social Security Association

39

Work/life balance policy in Germany

40

countries is, at 25 hours per week, wider than in many other OECD countries
(Figure 3, Panel A). In contrast, within-couple gender gaps in working hours are
fewer than ten hours per week in Denmark, Portugal and Sweden.
This difference in couples’ work hours contributes to the persistent gender pay
gap within households and at the national level. Germany’s gender wage gap of
17.1 per cent for full-time workers is above the OECD average (14.7 per cent),
and the average contribution of mothers to household income is lower in
Germany than it is in most of the OECD. In couples with a female partner aged
25 to 45 with at least one child, women’s earnings in Germany account for just
below one quarter of household incomes on average. Similar patterns can be
found in Austria and Switzerland (Figure 3, Panel B). By contrast, in Denmark,
France and Sweden, female partners contribute over 35 per cent to household
income, on average.
Despite the tendency among partnered fathers in Austria, Germany and
Switzerland to work long hours, the pay-off to excessively long hours is not better
productivity. While productivity does increase with hours worked, it only does so to
a point: a large body of research ﬁnds that productivity reaches a maximum at around
40 hours per week (Pencavel, 2014; Business Roundtable, 1980; Thomas and Raynar,
1997). After ﬁve eight-hour days, productivity plateaus and then declines as workers’
anticipate adding extra hours and produce less in each hour. Furthermore, the risk of
accidents and errors increases and miscommunication and poor decisions are more
likely (Dembe et al., 2005; Rogers et al., 2004; Flinn and Armstrong, 2011). Workers’
health suffers (Virtanen et al., 2012) as well, which contributes to diminished
productivity. Confronting excessively long hours requires cultural shifts within
organizations, as well as sufﬁcient policies protecting workers.
One way to bypass the constraints of full-time employment is to become an
entrepreneur, which may provide more ﬂexibility in the setting of working hours
but does not necessarily imply shorter hours. German women, however, are also
less likely to be entrepreneurs than German men. In 2015, only 2.4 per cent of
working women in Germany were employers (i.e. were self-employed with
employees), compared to 6.1 per cent of men. Furthermore, German female
entrepreneurs earn much less, on average, than their male counterparts: in 2011,
female earnings from self-employment in Germany were nearly 43 per cent lower
than male earnings from self-employment, a much larger gap than the OECD
average gender gap in self-employment earnings (33.7 per cent, in 2013/14). The
earnings gap can be explained by the lower capitalization of female-run companies,
the choice of sector, a lack of managerial experience, and the lower number of
hours female entrepreneurs on average devote to their businesses, as they are
more likely than men to combine paid work with family commitments (OECD,
2012). Lower earnings for female entrepreneurs may also be an additional
consequence of insufﬁcient public childcare supports.
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Men often have higher earnings than women, so for many families the loss of
income is smallest when mothers rather than fathers reduce working hours
upon child birth. This can inﬂuence many couples to take on traditional
roles upon parenthood, with mothers assuming more unpaid care work than
fathers, who frequently put in longer full-time hours than men without
children (WSI, 2015). This pattern contributes to gender differences in career
opportunities and earnings proﬁles, and upon retirement, can lead to large
gender pension gaps. To break this circle of inequality, a more balanced
sharing of work and family responsibilities amongst fathers and mothers is
needed. If fathers were to take more leave, or were as likely as mothers to
temporarily reduce working hours upon becoming a parent, then employers
would have stronger incentives to equally invest in the training and career
opportunities of mothers. If mothers could engage in employment on a similar
basis as fathers, this would underpin their economic security in case of divorce
or partnership dissolution and reduce their risk of pension-related old-age
poverty. If fathers and mothers were both to work reduced full-time hours on
a temporary basis, and pursue their labour market career on a full-time basis
as children grow up, it would contribute to a marked reduction of gender pay
and pension gaps in future.

Women’s unpaid work at home affects their engagement in paid, full-time
employment
No OECD country has achieved equality in paid and unpaid work, and in all
OECD countries women do more unpaid work at home than men (OECD,
2016a). Female partners in OECD countries spend, on average, twice as much
time on housework and childcare as their male partners. Indeed, in nearly all
OECD countries, men actually work less than women when adding up total
hours spent in paid and unpaid work.
Across countries, male-breadwinner couples tend to adhere to a more
traditional division of paid and unpaid labour: when a male partner works
full-time, the female partner predominantly manages housework and childcare.
In dual-earner couples, in contrast, male partners take on a larger share of
housework than male breadwinners. Yet even when both partners work
full-time, the division of household labour is rarely a 50-50 split: the female
share of unpaid household labour varies across countries, from 62 per cent, on
average, in Germany to 88 per cent, on average, in the Republic of Korea.
Women tend to do less unpaid housework and childcare as their share of
household earnings goes up, but the relationship is not linear; there is some
evidence that high-earning women often do more housework in order to conform
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to gender norms at home, if not in the workplace, an example of so-called “doing
gender” behaviour (Bittman and Wajcman, 2000; Bertrand, Kamenica and Pan,
2015).
Although there has been an increase in the number of German women entering
the labour market, and despite small improvements in the amount of work
German men do around the home, the within-household distribution of unpaid
labour is still unequal. Women (in the 30-to-44 year-old age bracket) spend an
average of 4.73 hours per day on childcare and other unpaid work, whereas men
of the same age spend an average of only 2.52 hours per day on these
tasks (Destatis, 2015b). Women’s time spent on unpaid labour has decreased
over the past decade, but this was driven largely by improvements in
technology and automation, rather than a large increase in time spent by men on
housework.
Time spent on housework affects time spent in the labour market, and vice
versa. A disproportionate burden placed on women to care for children can deter
mothers from (re-)entering full-time work and can make employers less likely to
hire mothers or women of childbearing age. In Germany, women who work
part-time are most likely to cite housework or caregiving responsibilities as the
reason they work fewer than 30 hours per week. In contrast, countries with high
female employment rates, more gender-egalitarian attitudes, and widely accessible
ECEC and OSH-care services (such as Denmark and Sweden) also tend to have
smaller gender gaps in unpaid work (Figure 4).
The “preferred” number of paid hours that Germans would like their partner to
work differs markedly by gender. All survey respondents would prefer that their
partner work fewer hours than she or he currently does, but – perhaps reﬂecting
existing paid work hours – the average number of hours that mothers with young
children would like their partner to work is much higher than the number of
hours fathers would prefer their partner to work (Figure 5). On average,
German mothers would like their partner to work approximately ﬁve hours
fewer per week, while fathers would like to see their partners work three
hours fewer per week. These different gender preferences hold true for all
countries but are more pronounced in Germany, the Netherlands and the United
Kingdom than, for instance, in Denmark, France or Sweden, where support systems
facilitate fathers and mothers to realize working hours in a less constrained manner.

Sharing pays for society as a whole
Germany faces mounting demographic pressures. The population is ageing, and
the size of the labour force is set to decline sharply over the next few decades.
Promoting a better reconciliation of work and family life can deliver a double
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Figure 4. Fewer hours on chores and childcare for women are associated with higher
female employment rates

Notes: Mean average minutes per day spent on unpaid work, by gender, and female employment rates
1
2
(15–64 year-olds), OECD and OECD key partner countries, latest available year.
1. Data on unpaid work are for 15–64 year-olds, except for Australia (15+ year-olds), Hungary (15–74 year-olds)
and Sweden (25–64 year-olds).
2. Reference years are: Australia: 2006; Austria: 2008–09; Belgium: 2005; Canada: 2010; China: 2008 for unpaid
work and 2010 for the female employment rate; Denmark: 2001; Estonia: 2009–10; Finland: 2009–10; France:
2009; Germany: 2001–02; Hungary: 1999–2000; India: 1999 for unpaid work and 2010 for the female employment
rate; Italy: 2008–09; Ireland: 2005; Japan: 2011; Rep. of Korea: 2009; Mexico: 2009; the Netherlands: 2005–06;
New Zealand: 2009–10; Norway: 2010; Poland: 2003–04; Portugal: 1999; Slovenia: 2000–01; South Africa: 2010;
Spain: 2009–10; Sweden: 2010; Turkey: 2006; the United Kingdom: 2005; and the United States: 2014.
Sources: OECD Gender Data Portal and OECD Employment Database.

dividend to the German labour market: it will help the German labour market in
the short term – as more mothers work and/or work longer paid hours – and
could limit the decline of the overall population by promoting higher birth rates.

Realizing women’s professional potential in the labour market
beneﬁts the German economy
OECD projections suggest that GDP would increase by 12 per cent over the next
20 years if labour force participation rates among women in OECD countries
reached male levels (OECD, 2012). One of the areas of greatest untapped
potential in the German labour force is inactive and part-time working mothers.
Better sharing of unpaid work at home accompanied by coherent public policies
helps mothers maintain their labour market attachment and continue their careers.
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Figure 5. Fathers and mothers of young children prefer that their partner work
fewer hours

44

Note: Average responses to the inquiry of partners’ average working hours, and partners’ preferred working
hours, 2010.
Source: OECD calculations based on the European Social Survey (2010).

Given that the level of women’s educational attainment now matches or
outpaces men’s in most OECD countries, there are potentially large losses to the
economy when women stay at home or work short part-time hours. Young
German women are well-educated in comparison to young German men:
30.6 per cent of 25 to 34 years-old women have completed tertiary education,
compared to 28.6 per cent of their male peers. The OECD (2012) found that,
across OECD countries, increases in educational attainment accounted for
around 50 per cent of all economic growth between 1960 and 2008, over half of
which was due to increased female educational attainment.
More equal sharing of paid work between men and women can counteract the
projected decline of the German labour force. In Sweden (one of the most
gender-equal countries with a strong family support system), men’s (fathers and
non-fathers) paid work hours are about an hour less than in Germany on average
and women’s (mothers and non-mothers) paid work hours are more than three
hours higher than those in Germany. If, by 2040, German men and women aged
25 to 54 emulated the labour market behaviour of Swedish men and women in
the same age bracket, the projected decrease in the German labour force would be
slowed and GDP per capita could increase, assuming that changes in labour force
participation rates or weekly working hours do not affect the labour demand.
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When employment and childbearing conﬂict, fertility rates suffer
There is signiﬁcant tension between paid work and family commitments in
Germany. The number of children in a family has a greater adverse effect on
female employment in Germany than in many other OECD countries, and
German women are much more likely to remain childless than women
elsewhere. In 2012, 36 per cent of women aged 25-49 in Germany were childless,
compared to only 28 per cent in France, where deﬁnitive childlessness is much
less frequent than in most European countries (Miettinen et al., 2015). There
is also a sizeable gap between women’s preferences for childlessness and actual
childlessness in Germany. Seven per cent of women in Germany state that having
no children is their “ideal”,3 which suggests that many households experience
“unwanted” childlessness in Germany. Large families – those with three or
more children – are also relatively uncommon in Germany.
The challenges in reconciling work and family life have contributed to
persistently low total fertility rates (TFRs) in Germany (OECD, 2011). Since
1990, its TFR has hovered around 1.3 to 1.4 children per woman, although it
edged up to 1.5 in 2015. Nevertheless, this is lower than the (2014) OECD average
of 1.68, and well below the population replacement rate of 2.1 children per woman.
Stagnating fertility rates are a particularly important issue for Germany: aside from
the personal satisfaction derived from raising children, fewer infants mean fewer
workers in the future, with pernicious consequences for the economy.
Birth rates in Germany vary with women’s educational attainment, occupation
and earnings (Dorbritz, 2008; Kreyenfeld and Konietzka, 2013; Bujard, 2015).
German women with higher educational attainment are less likely to have
children, as are women engaged in paid work and (especially) women engaged
in full-time paid work. Women with higher earnings are also much less likely to
have a child than women with lower earnings, as lower-income women often
live with a male breadwinner. Differences in gender roles are less dramatic in
France, where the likelihood of giving birth actually increases with a woman’s
earnings. Fertility behaviour is also less dependent on women’s working hours
in France where the supply of childcare, preschool and out-of-school care services
is typically high.
International literature suggests that fathers’ involvement in caring for a
ﬁrstborn child is positively associated with the likelihood of families deciding to
have a second child (Cooke, 2004; Duvander, Lappegård and Andersson, 2010;
Aassve et al., 2015; Miettinen, Lainiala and Rotkirch, 2015). However, there is
little scholarly consensus regarding the relationship between the general

3. See Eurobarometer (2014).
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household division of labour and fertility, as studies vary in how gender equality is
measured and typically do not measure “sharing” behaviours. This is an important
avenue for future research.

Preparing for sharing: Social policies can promote
partnership in families
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Socio-economic and demographic factors affect the degree to which household
labour is shared. More equitable within-household divisions of labour
are generally observed in couples who are younger, well-educated, unmarried,
dual-earners, childless, and more egalitarian in their attitudes. Households in
post-communist countries also share housework more equally.
German families face considerable challenges to spending more time together
and achieving a more gender-balanced reconciliation of work and family life.
Family policy can play an important role and Germany has already made
substantial progress in supporting families ahead of and after the birth of a child.
In 2007, parental leave transfers were changed from a ﬂat-rate, means-tested
child-raising allowance to an earnings-related parental leave beneﬁt with ﬂoors
and ceilings. Payments were set for 12 months, with another two months
possible for the partner (typically the father) if she or he used at least two
months of parental leave.
The 2007 reform signiﬁcantly increased the probability of mothers returning to
work after the beneﬁt expired, and in particular the reform supported highly
educated mothers’ return to full-time work (Kluve and Schmitz, 2014; Kluve and
Tamm, 2013). As parents (mostly women) return more quickly and in greater
numbers to the labour market, much of any additional cost of the scheme is
likely to be offset by increases in tax receipts and decreases in other public
expenditures associated with inactivity. Estimates by the research institute RWI
(Rheinisch-Westfaelisches Institut für Wirtschaftsforschung) suggest that even in its
ﬁrst few years as much as 25 per cent of the additional cost was cancelled out by
increases in government revenues and decreases in other expenditure (Bechara,
Kluve and Tamm, 2015).
The reform to the parental leave system in Germany in 2007 was a good step
forward in ensuring that fathers engage more in parenting, and this policy reform
was in line with international best practice, as it is similar to examples in Iceland,
France, Portugal and Sweden (Adema, Clarke and Frey, 2015). Following the
reform, the share of fathers claiming the parental leave allowance increased by
more than 50 per cent over the 2008–2014 period (Destatis, 2016).
The 2015 parental leave reform further encourages fathers’ leave taking and
provides ﬁnancial incentives to couples to develop (and ideally sustain) a more
balanced division of paid and unpaid work. The 2015 reform facilitates
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© 2017 International Social Security Association

Work/life balance policy in Germany

combining part-time work and leave taking (ElterngeldPlus), as well as better leave
sharing among partners in couple families, because couples in which both partners
work 25 to 30 hours per week for at least four months are now rewarded with a
partnership bonus equal to four additional months of parental leave beneﬁt (the
Partnerschaftsbonus). Greater acceptance of fathers reducing their working hours
and taking leave when children are young is another cornerstone of equal
sharing between mothers and fathers. When men present a greater “risk” of
temporarily leaving a job around child birth, childbearing-age women may
encounter less hiring discrimination and/or earnings and career penalties
associated with taking leave. By further increasing fathers’ take-up, and
generating better sharing among fathers and mothers, this reform as well as
information campaigns targeted at employers helped to “de-stigmatize” fathers’
leave among employers and improve gender diversity in workplaces.
Public policy models in countries such as Denmark, France and Sweden aim to
provide families with a continuum of support throughout childhood. Apart from
paid leave arrangements, this involves the provision of affordable quality ECEC
and OSH services that allow parents to combine children with full-time paid
employment, including during school holidays. Since the mid-2000s Germany
has also considerably increased investment in ECEC services, to the beneﬁt of
children and their parents (OECD, 2011). Nevertheless, capacity rather than
affordability appears to be an issue. Out-of-pocket centre-based childcare
costs for German parents are similar to those for Danish and Swedish parents,
but – despite a marked increase in recent years – ECEC participation rates are
still below the OECD average (Figure 6).
In addition, there are initiatives to extend all-day schooling and OSH
care, although there is still room for improvement: some 10 per cent of German
6–11 year-olds use OSH services, compared to just under 60 per cent in Sweden
and 67 per cent in Denmark (OECD, 2016b). Before (and after) the school day
starts and ends, children can do their homework or take part in leisure activities
organized by the local authorities. Parents thus beneﬁt from longer, more ﬂexible,
publicly-provided childcare hours.
Flexible working arrangements are crucial as they can give employees greater
autonomy in managing their working hours to better reconcile work and family
life, while they can contribute to maintaining the knowledge base in the
workforce and limit hiring costs for employers. Since the mid-2000s, policy in
Germany has moved to promote a more gender-equal sharing of time for childcare
and work, and in this sense it is ahead of most OECD countries, except perhaps the
Nordic countries. There are a range of publicly-supported initiatives involving
different stakeholders in the private sector, which include initiatives towards
greater sharing of best practices amongst stakeholders and audits of family-friendly
companies. Most recently, in 2015 various stakeholders (including employer
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Figure 6. Participation in early childhood education and care is catching up in
Germany

48

1,

Notes: Participation rates for 0-2 year-olds in formal early childhood education and care (ECEC) services 2006 and
2
2014 .
1. Data generally include children using centre-based services (e.g. nurseries or day care centres and pre-schools,
both public and private), organized family day care, and care services provided by (paid) professional childminders,
and exclude those using unpaid informal services provided by relatives, friends or neighbours. Exact deﬁnitions do
however differ across countries. See the OECD Family Database (http://www.oecd.org/els/family/database.htm)
Indicator PF3.2 for country-speciﬁc notes and more detail.
2. Data for the United States refer to 2011 and for Chile to 2015.
3. Unweighted average for the 28 OECD countries with data available at both time points.
Source: OECD Family Database (2016b).

associations and trade unions) signed a memorandum on the “New reconciliation
of work and family life” (Die Neue Vereinbarkeit). The memorandum identiﬁes
areas of progress (e.g. greater awareness of ﬂexible working hours in companies)
but also challenges (e.g. encouraging longer paid work hours of mothers), and it
develops guidelines for successfully balancing work and life across the life cycle
for employees and companies. This includes promoting reduced full-time working
hours, i.e. less than 40 hours per week, particularly with regard to employees with
care responsibilities for young children.
The 2015 parental leave reform (ElterngeldPlus) can be seen as a stepping stone
towards a “family working-time model”, which aims to support parents with young
children who want to equally share work and family responsibilities. One proposal
for such a model (Müller, Neumann and Wrohlich, 2013) involves offering an
income supplement to coupled parents when both partners change their work
hours to reduced full-time working-hours employment (vollzeitnah) for a period
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of three years. On average this would involve shorter paid work hours of fathers
and longer paid work hours of mothers with positive implications for family
incomes and well-being, fathers’ time with children, and women’s career
progression and wages. A lower paid workload could allow fathers to invest more
time in their young children and set the basis for greater paternal involvement as
children grow.
Any type of dual reduced full-time schedule would also give most mothers more
paid hours, as most mothers in Germany currently work part-time, and it may
provide a stepping stone for part-time mothers to transition to longer hours as
children become older. OECD estimates show that under these assumptions
regarding the “family working-time model”, increases in female working hours
would almost entirely cancel out any decreases in male hours, and should thus
have a limited overall effect on German labour supply. Furthermore, a period of
reduced full-time work when children are very young could facilitate an increase
in full-time work for both parents once children grow up (which is very difﬁcult
when starting from a short-hours base), and further stimulate German labour
supply in the long-term, which will be essential to cope with population ageing.
The German public is ready for change. Surveys suggest that many Germans are
unhappy with their work/life balance: working parents in Germany are more likely
than most other parents in Europe to report that their job interferes with time they
would like to spend with their family. And although parents of young children
express a preference for their partner (both mothers and fathers) to work fewer
hours outside the home, Germans have become more prone to the idea of mothers
of young children entering the paid workforce: 61 per cent of the German
population believe that it is important to support parents with children younger
than age 3 in a way that facilitates the employment of both partners (Allensbach
Institut für Demoskopie, 2015a and 2015b), and many parents feel that enterprises
could do more to promote a better reconciliation of work and family life (BMFSFJ,
2013).

Policy recommendations for Germany
To further facilitate an equal sharing of work and family responsibilities and
achieve a better reconciliation of work and family life, this article presents a
number of recommendations to German policy-makers:
• Continue to encourage more fathers to take parental leave. The 2007 reform of
the parental leave system in Germany was in line with international best practice
and a great step towards a more gender-balanced division of paid and unpaid
work. Evaluations have shown that it signiﬁcantly increased the probability of
mothers returning to work earlier than before upon expiry of the beneﬁt, and
markedly increased father’s use of parental leave.
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• The ElterngeldPlus reform in 2015 facilitates combining part-time work and
leave taking and provides ﬁnancial incentives to encourage both partners in
couple families to engage in paid work for 25 to 30 hours per week for at least
four months. The impact of this reform should be closely monitored in order
to see whether it contributes to a further increase in fathers’ uptake of leave, to
fathers reducing their full-time working hours for a limited period of time, and
to mothers increasing their hours in paid work.
• Build on the experience with Elterngeld and ElterngeldPlus, to continue to
develop family-policy supports including options for parents with young children
to work reduced full-time hours for a speciﬁc period of time during which they
may receive associated ﬁnancial support as currently debated in Germany under
the notion of the “family working-time model”. Reduced full-time hours could
help many fathers invest more time in their children at a young age, while
compared to long-term short part-time hours, working reduced full-time hours
on a temporary basis is likely to have positive effects on women’s earnings and
career opportunities.
• Having established the right to reduce working hours for family reasons,
introduce a right to increase working hours to full-time work – or another level
of working hours that ﬁts their changing family circumstances – within a
speciﬁed time frame. Parents could use working-time ﬂexibility to match their
work and family commitments – also as children grow up.
• Continue to increase investment in, and ensure broader access to, childcare for
young children. Parenthood is a crucial time for couples to set patterns in paid
and unpaid work, and the adequate and affordable provision of early childhood
education and care (ECEC) is key to enabling both parents to work while having a
family. Germany has improved public investment in ECEC over the past 15 years.
Yet more investment is needed to ensure that supply meets demand, especially in
regions where ECEC is underprovided, and to meet parents’ needs more ﬂexibly.
• Compared to investment in ECEC, progress in out-of-school-hours (OSH)
care supports in Germany has to catch up. Greater investment and broader access
to OSH supports for primary-school age children is needed. Childcare issues do
not stop when children enter primary school, and full-time workers in
Germany need to arrange care before and/or after school hours. Public policy
in Germany should invest more in OSH-care supports that help parents with
school-age children to combine full-time work with family life, and which should
also be available during school holidays.
• Adjust the German tax-beneﬁt system to encourage couples to share paid
work equally. Tax-beneﬁt policies in about one third of OECD countries
encourage equal sharing of paid work within couples, mainly due to individual
progressive taxation. By contrast, the joint income tax system, free coinsurance of spouses, and the cap on social security contributions in Germany,
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ensure that the tax burden on household labour increases strongly when a
second person takes up employment unless she or he engages in a tax free
minijob with income of up to EUR 450 per month. Financial incentives to
work for second earners in couple families could be improved in different
ways, as for example through a separate tax-free allowance for second earners,
or assessing health contributions on the basis of the number of adults who are
insured, with compensation for low-income families (OECD, 2016c).
• Further extend co-operation with social partners and other stakeholders to
make workplace practices more conducive to family life. Continue to promote a
range of family-friendly workplace measures as in the scope of the Neue
Vereinbarkeit Memorandum, including reducing the number of hours in a typical
full-time workday, encouraging fathers’ leave taking, facilitating remote work,
and allowing ﬂexible work schedules.
• The German authorities are encouraged to continue with their work raising
awareness of the beneﬁts of equal partnerships in families, through public
information campaigns, promotion of role models, high-visibility events, and
other means of communication. Maintain support to initiatives aimed at
fostering and sharing best practices at the local level such as the local alliances
for families (Lokale Bündnisse für Familie) taking into account the peculiarities of
Länder and the role of municipalities.
Promoting partnerships in which fathers and mothers share the responsibility
for children equally is good for families and their well-being, and also produces
a range of less tangible social goods, like better father-child bonding and
promoting egalitarian gender norms across generations and enabling better
work/life balance. In turn, a more balanced sharing of work and family
responsibilities amongst fathers and mothers, as for example debated in the
context of a “family working-time model”, could provide families with more
time for each other and enable men and women to reach their full potential
in the labour market. If fathers and mothers were both to work reduced fulltime hours on a temporary basis, and pursue their labour market career on a
full-time basis as children grow up this would contribute to a marked
reduction of gender pay and pension gaps, and sustain labour supply of men
and women thereby ensuring inclusive growth in future.
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Abstract Lower female lifetime labour market participation
rates, greater interruptions during their working lives, and
wage gaps contribute to create gender gaps in pensions at the
time of retirement. The design of social security systems may
reinforce or attenuate these gaps. This article provides new
evidence on gender gaps in access to pensions and in pension
income in four Southern Cone countries in Latin America
and analyses their evolution between 2000 and 2013, showing
signiﬁcant improvements in both gaps, with differential
patterns by countries. The decrease in the gender gap in
pension income has been particularly signiﬁcant in Argentina
and Brazil. In both cases, the largest increases in pension values
during the period correspond to the lowest income percentiles,
where women are overrepresented. The application of
redistributive policies in these countries, aimed at reducing
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gender equity, has had positive and probably unintended
consequences in terms of reduction in gender gaps in pensions.
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Differences in the incomes that people receive from their pensions are in part
produced by imbalances inherent in the labour market, and in part result from
the design of the systems themselves. This is especially relevant in the case of
gender differences, as differential access to labour markets tends to be expressed
in the future in terms of gender inequality in social security beneﬁts. In other
words, the actual gender pension gap may result from women’s lower (and
more intermittent) participation in the labour market, shorter working days,
higher probability of informal work, and lower wages. Certainly, reduced or
intermittent labour participation is inseparable from the burden of unpaid work
that falls on women. At the same time, gender wage gaps may result from
employment discrimination, occupational segregation, or more limited
experience and greater human capital depreciation due to work interruption.
Therefore, imbalances may take place in different spheres and reinforce
themselves.
The design of pension systems can reduce or increase differences arising from
the labour market. The parameters of the system, such as the retirement age, the
required years of contribution, mortality rates, and the period of labour earnings
used for the calculation of beneﬁts are examples of aspects of design that have
different effects on men and women. More speciﬁc features, such as the
consideration of contribution credits to compensate for periods of childcare, may
also have important impacts.
Formerly, the gender pension gap was not an issue, as the assumption was that
the man would continue in his role as provider (even after his death) through
spousal entitlement to a survivor’s pension. New family structures, in particular
the increase in female-headed households and higher divorce rates, highlight the
risks associated with differences between men and women in access to
individually-based contributory pensions. International studies show that, in
developed countries, gender inequalities in retirement are signiﬁcant. According
to Bettio, Tinios and Betti (2013), the gender gap in pensions across 27 EU
countries is, on average, 39 per cent, considerably higher than the wage gap.
Most of the gap cannot be explained by differences in the observed
characteristics between men and women (e.g. education and age), but is basically
a result of the lower returns to these characteristics for women. Similar results
are found by Bardasi and Jenkins (2010) for the United Kingdom. Analysing the
evolution of pension gaps in the United States between 1980 and 2000, Even and
Macpherson (2004) showed that improvements were limited, although results are
more encouraging when forecasting the gaps for people retiring in the next
20 years. In any case, the gender pension gap will persist, even if the gaps in
experience and wages are eliminated.
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In Latin America, the main focus of the literature has been placed on the longterm sustainability of pension systems; the concern about gender differences in
pensions is more recent and the evidence is still scarce. Moreover, to the best of
our knowledge there is no prior comparative analysis for Latin American countries.
We aim to help ﬁll this gap by analysing the gender differences in access to pensions
and in pension incomes in the period 2000–2013. Considering contributory and
non-contributory pensions – where these are provided –, we calculate the gender
gap in access to pensions (coverage gap) and two gaps associated with the amounts
received. The ﬁrst of these is the gap in pension beneﬁts among men and women
who receive any pension beneﬁts (pensioners’ pension gap). The second indicator
is the elderly pension gap, which also includes those with no pension income (i.e. it
includes values of zero, therefore simultaneously reﬂecting the gap in terms of
access and coverage).
Our focus is on a group of Southern Cone countries whose labour markets are
still characterized by persistent gender gaps: Argentina, Brazil, Chile, and Uruguay.
Despite these gaps, gender dimensions in their labour markets have improved
signiﬁcantly in the last decades. In all four countries the wage gap decreased, as
well as the gap between female and male labour participation and, more recently,
formality rates (see Table A.1) Although longitudinal information is not available,
the existing evidence indicates that density of contributions is considerably lower
for females than for males (see Berstein, Reyes and Pino, 2006; Bucheli, Forteza
and Rossi, 2006). The social security systems of these countries are at similar levels
of development and, more interestingly, have undergone recent changes that may
have had differential effects on men and women.
The article is organized as follows. The next section discusses the different
impacts for men and women of the designs of social security systems. We then
present some background information about the pension systems in each
country. We then turn to our results, showing the gender gaps in access to
pensions and the gaps in pension incomes. In turn, a more detailed analysis of
the changes in pension incomes observed in Argentina and Brazil is offered. Finally,
concluding remarks are presented.

Social protection systems and gender
There exists wide evidence regarding women’s lower labour market participation,
working hours, and wages, as well as their more irregular work histories. Among
other reasons, this is due to childcare or other family responsibilities, as well as
cultural barriers to access to the labour market. Women also tend to hold positions
with lower pay and lower stability. These two parameters (wages and years of work)
are the main elements used to estimate the beneﬁt amounts of contributory
pensions. Beyond these inequities, which the pension system “inherits” from the
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labour market, the rules of the system itself may produce biases in the beneﬁts
received, and thus reinforce or mitigate inequality among the elderly. Barr and
Diamond (2012) review these issues in detail (see also Rofman and Oliveri, 2012).
The ﬁrst aspect of pension systems that may be relevant for gender
differences is the system design (pay-as-you-go or individual capitalization).
Pay-as-you-go (PAYG) systems have deﬁned beneﬁts: the pension income is
determined by the accumulated contributions of workers and calculated as a
percentage of the income received during the active years. Individual
capitalization (savings systems), in contrast, are based on each worker having
an individual savings account, often operating on deﬁned contribution terms.
The pension amount depends on the income accumulated up to the date of
retirement, and on the return on its investment. In this sense, the beneﬁts are
much more closely linked to contributions than in the deﬁned beneﬁts regime.
Determining which system is more favourable towards gender equality is not a
trivial task, given that this result is inﬂuenced by the different parameters each
system adopts (e.g. contribution years, use of mortality tables, age of retirement).
Several authors emphasize that although PAYG systems have more room for
redistribution, there is no single system that guarantees less inequality (Bertranou,
2001; Marco, 2004; Jefferson, 2009). However, in general, the evidence indicates
that PAYG systems usually offer better beneﬁts for women (Ginn, 2003;
Tuominen and Latinen-Kuikka, 2005; Etxezarreta and Festic, 2009; Earles, 2013).
The use of gender-speciﬁc mortality tables is one of the main distinctions
between the two systems that has gender consequences. In PAYG systems, they
are unisex, while individual savings systems may use gender-speciﬁc mortality
tables. Under gender-speciﬁc mortality tables, since women live longer, the
accumulated capital is divided among a greater number of years, so they receive
lower monthly payments than men with the same capital. Governments can take
measures to prohibit the use of gender-based mortality tables, as has been done
in the United States and in the European Union.
Retirement age is another parameter that impacts men’s and women’s retirement
opportunities differently. Previously, it was very common for countries to set a
lower retirement age for women, with the intention of compensating for
their lower involvement in the labour market and their unpaid work at home.
Currently the international trend is for retirement ages to be uniﬁed. In PAYG
systems, a lower retirement age for women can be viewed as a subsidy. However,
it may prevent the worker from reaching higher labour income potential (used to
calculate the pension) by the end of her active years, leading to a reduced pension.
In an individual savings system, a lower retirement age means less savings, smaller
returns, and, consequently, lower pensions, a situation worsened by women’s
longer life expectancy. Thus, a lower mandatory retirement age may negatively
impact women, both in terms of labour income opportunities and potential beneﬁts.
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Similar discussions apply to the effects of the required years of contribution.
Seeking to counter the adverse effects of the demographic transition on ﬁscal
accounts, the latest reforms in Latin America have increased the years of required
contributions necessary to receive a pension. Many studies show that this increase
had an especially troublesome effect on women due to their lower contribution
records (James, Edwards and Wong, 2003; Dion, 2006). Some countries aim to
address women’s lower density of contributions by granting contribution credits
for each child, compensating for possible interruptions in employment, and
recognizing care and reproductive tasks performed by women. Some authors
consider, however, that this type of policy strengthens traditional gender roles
(Gilbert, 2006; Frericks and Meier, 2008).
Non-contributory pensions and minimum guaranteed pensions may also have
gender-speciﬁc effects. Minimum guaranteed pensions ensure that every person
entitled to a contributory pension receives at least a basic beneﬁt. However,
many of the elderly, especially in developing countries, do not fulﬁl even the
basic requirements for the minimum pension, due to high informality rates. In
these cases, non-contributory pensions are established to cover this vulnerable
population. Women tend to be the main beneﬁciaries of these pensions.
61

Pension systems description and recent reforms
The social security systems of the countries considered in this article are at similar
levels of development, although they differ in their speciﬁc features (see Table 1).
More interestingly, they have undergone recent changes that may have had
differential effects on men and women, as the following sections illustrate.

Argentina
In the last 30 years, Argentina has seen two important reforms in its pension
system. First, following a regional trend, in the 1990s it added a private pillar to
the PAYG scheme, resulting in a mixed system. Individual savings, however, only
lasted until 2008, when the country returned to a fully public system.1
The 1993–94 reform tightened the conditions to receive pensions, resulting in
lower coverage rates, particularly among women. In addition, gender-speciﬁc
mortality tables were used in the private pillar, which implied lower pension
incomes for women (Arenas de Mesa and Montecinos, 1999; Rofman and
Grushka, 2003; Rofman, Lucchetti and Ourens, 2009). The proportion of women
1. In addition to the national public regime, more than 120 independent regimes remain,
corresponding to distinct occupational groups. A small number of citizens also retire through regional
social security systems (Cajas Regionales) (see also ANSES, 2011).
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Source: Authors’ elaboration.
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Table 1. Summary of the main characteristics of the social security systems and recent reforms in the four countries analysed

The gender gap in pensions in Latin America

International Social Security Review, Vol. 70, 2/2017

© 2017 International Social Security Association

The gender gap in pensions in Latin America

receiving some type of old-age pension reduced from 74 per cent in 1992
to 67 per cent in 2006 (Hohnerlein, 2013). Finally, pensions were not indexed,
which generated major challenges, especially during the 2001 economic crisis.
In the early 2000s, reforms aimed at solving some of these problems were
implemented. To increase coverage, the government created the Pension
Inclusion Plan (Plan de Inclusión Previsional) in 2005, which provided pensions to
the elderly population with few or no years of contributions. This pension (also
called the Moratoria provisional) is aimed at women older than age 60 and men
older than age 65 who do not qualify for a contributory pension.2 The person
receives a pension reduced by a certain amount that accounts for the debt in
terms of contributions.
With the implementation of the Moratoria, more than 2 million people joined
the pension system, resulting in a total pension coverage rate of over 90 per cent
in 2010 among those aged 65+ (Rofman, Fajnzylber and Herrera, 2010;
Bertranou et al., 2011; Lustig and Pessino, 2014). In 2009, the Moratoria
pensions represented 41 per cent of all pensions paid in the country (ANSES,
2009). A much larger increase in coverage was achieved among women: rising
from 66.3 per cent in 2005 to 93.3 per cent in 2010 (Bertranou et al., 2011).
Similarly, Pautassi, Giacometti and Gherardi (2011) noted that 87 per cent of
Moratoria beneﬁciaries were women and that 75 per cent of those women had
not received any pension beneﬁts before. In addition to women, the main groups
that beneﬁted from this programme were those with lower levels of education
and income. The Ministry of Social Development also offers a non-contributory
pension for low-income elderly aged 70+, but since the implementation of
Moratoria, its coverage has decreased. The creation of Moratoria has raised some
doubts among experts who claim, among other issues, that its ﬁscal sustainability
is questionable and that it might discourage people from contributing to the
pension system (Bertranou et al., 2011; Arza, 2012; Lustig and Pessino, 2014).3
2. To access this beneﬁt, the interested person needs only to contact a National Social Security
Administration ofﬁce (Administración Nacional de la Seguridad Social – ANSES) to offer some
veriﬁcation of their working history. ANSES corroborates that the person’s income does not exceed a
certain limit and that the person is not receiving other pension beneﬁts (unless the beneﬁt received is
lower than the minimum pension).
3. Argentina’s new government, led by Mauricio Macri, has presented Congress with a reform of the
pension system. The original proposal stated that the Moratorias would not be renewed (the last law,
enacted in 2014, was in effect until September 2016). Instead, the government proposed a universal
old-age pension for all elders older than age 64. Those who do not fulﬁl the minimum years of
contributions can receive the pension and continue working until reaching eligibility for a
contributory pension. The beneﬁt is meant to equal 80 per cent of the minimum pension.
Notwithstanding, parliamentary negotiations resulted in some modiﬁcations of the original proposal.
Regarding Moratoria, it was agreed to be extended for three more years for women and one more
year for men, given that many would be left uncovered in the transition period (Moratoria is accessed
at age 60, while access to the universal pension is set at age 65).
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A second structural reform took place in 2008, when the individual savings
pillar was eliminated and the system once again became solely public. Also,
automatic indexation of the pensions was also established, and life expectancy
ceased to be used to calculate pensions (the public regime does not take this
parameter into account). Both changes (indexation and elimination of mortality
tables) tend to beneﬁt women.

Brazil

64

The Brazilian system has four components: a regime for private-sector workers
(Regime Geral de Previdência Social – RGPS), a regime for public-sector
workers (Regime Próprio de Previdência Social – RPPS), an optional
complementary individual savings regime, and non-contributory pensions and
additional pension support. Brazil introduced reforms to its pension system in
1998–99. It was the only country in the Southern Cone that maintained the PAYG
system without systemic reform, implementing only parametric reforms. Mostly,
the reforms impacted the conditions for accessing the contributory pension.
Workers can choose to retire by one of two modalities: age, or years of
contribution. All female workers older than age 60 and male workers older than
age 65 can access the age-based pension. For contributory pensions based on
years of contribution, female workers can access it after 30 years and male
workers after 35 years. The reference income for both types is 80 per cent of the
highest salary throughout the person’s career.
For the calculation of the pension based on years of contribution, a “pension
factor” (Fator Previdenciário) is used that takes into account the age of the
worker, the number of years of contributions, and life expectancy. This implies a
disadvantage for women, both due to years of contributions and life expectancy.
However, to avoid an increase in the gender gap, the mortality tables used are
unisex. In addition, ﬁve years of contributions were added for all women. In the
case of retirement based on age, women can retire ﬁve years earlier. These
changes contributed to equalizing the replacement rates by gender (Rocha da
Silva and Schwarzer, 2003; Bertranou and Grafe, 2007; Ministério da Previdência
Social, 2012).
The non-contributory component, the Beneﬁcio de Prestación Continuada (BPC),
consists of a transfer (equivalent to the minimum wage) for those aged 65+ with low
income who do not receive a contributory pension. In addition, there is a speciﬁc
pension for workers in rural areas (Previdencia Rural). To qualify for the pension,
the worker must only verify his or her years of rural work; there is no
requirement of formal contributions. The Previdencia Rural, therefore, is neither
completely contributory nor entirely a form of social assistance. Women can
International Social Security Review, Vol. 70, 2/2017
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access the pension at age 55 (men at age 60), and the beneﬁt is extended to the
spouse of the worker (mainly women). Together, the BPC and Previdencia Rural
have contributed to the increase of old-age pension coverage and have
contributed to greater gender equality among the elderly (Schwarzer and
Costanzi, 2011).
Recently (2015) some parametric adjustments were introduced to the survivors’
pension eligibility and duration that will most probably have some impact on the
gender gaps. One of the main reasons argued, among others, was the negative
impacts on female labour market activity and the high proportion of survivor
pensioners that received another pension (Constanzi, Ansiliero and Da Silva
Bichara, 2017). All the modiﬁcations passed restrict the amount and conditions
of access to the pension, which will imply widening the gender gaps as most
recipients are female.
The future of the pension system is currently under discussion in Brazil due to
ﬁnancial sustainability problems in the context of an ageing society. In 2016, the
pension system deﬁcit accounted for 3.7 per cent of Brazilian GDP (World Bank,
2017). The proposed reform seeks to unify the existing regimes as well as the
different retirement conditions for men and woman (65 years of age and at least
25 of service) and eliminate the possibility of receiving multiple beneﬁts. This
reform will have impacts on the gender gaps. For instance, stricter rules for access
to contributory pensions for women will imply lower access to retirement
pensions, and the new rule of no accumulation of beneﬁts will restrict their
income. However, woman who become entitled to a retirement pension will
probably have higher pension income, and this will be more similar in level to
that of men.

Chile
Chile was the ﬁrst country in the region, in the early 1980s, to substitute its public
PAYG system with individual capitalization, leaving the non-contributory
component very weak. The design of the system was particularly disadvantageous
for women because of their short and intermittent work histories, resulting in
the transfer of labour market gender inequality into old age (Arenas de Mesa and
Montecinos, 1999; Arenas de Mesa and Gana Cornejo, 2003).
In 2008, major changes were made that aimed to strengthen the noncontributory pillar and attend to the most vulnerable populations (those who
remained without coverage and those who received low pensions). The main
component of the non-contributory pillar is the Pensión Básica Solidaria
(previously PASIS), a transfer for all adults aged 65+ in the poorest 60 per cent of
society. The value of this transfer rose by 50 per cent after the reform (Joubert
and Todd, 2011; Comisión Asesora Presidencial sobre el Sistema de Pensiones,
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2015). For its part, the Aporte Previsional Solidario (APS) assures a minimum
pension for every contributory pensioner. It does not require a minimum number
of years of contributions, whereas prior to the reform it required contributions
for at least 25 years.
In general, these changes have beneﬁted women more than men, and thus have
contributed to reducing gender inequality among the elderly. In addition to
increasing the coverage among women from 74 per cent in 2006 to 84 per cent
in 2013, the amount of the pensions has also increased (Joubert and Todd, 2011;
Comisión Asesora Presidencial sobre el Sistema de Pensiones, 2015). The
increase in coverage among women can mainly be explained by the rise in noncontributory pension coverage, from 20 per cent in 2006 to 36.6 per cent in
2013; among men the respective increase was ﬁve percentage points (Comisión
Asesora Presidencial sobre el Sistema de Pensiones, 2015).
As regards contributory pensions, several changes implemented in 2008 aimed to
directly reduce gender inequality in retirement (Arza, 2012). First, contribution
credits for childcare were implemented. The amount is equivalent to 18 months
of contributions (at the minimum wage) for each child and is paid after the
beneﬁciary reaches age 65. Changes were also implemented regarding pension
fund splitting in case of divorce: a spouse may now transfer up to 50 per cent of
the accumulated amount in the individual savings account to their former
partner.4 The so-called “voluntary individual capitalization account”, also
introduced in 2008, allows any person who is inactive or engaged in unpaid work
to accumulate funds for retirement in order to obtain the same entitlements as
contributors to the mandatory system. A third party may also make contributions
to the account of this individual. Finally, contribution rates for disability and
survivors’ pensions were reformed for women, given that their likelihood of
disability or early death is lower than that of men.
Notwithstanding these efforts, the contributory pension amounts continue to
depend on gender-speciﬁc life expectancy. In addition, the legal retirement age
for women is ﬁve years lower than that for men, therefore hindering their
accumulation of capital. These two facts have been identiﬁed as important
determinants of gender pension gaps (Comisión Asesora Presidencial sobre el
Sistema de Pensiones, 2015).

Uruguay
Uruguay has had a mixed pension system since 1996, when it introduced private
individual accounts alongside its public PAYG system. Workers who exceed an
4. According to administrative data, 96 per cent of these types of transfers beneﬁted women (Comisión
Presidencial Pensiones, 2015).
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income threshold must contribute to both systems (public and private). Those
with lower income, however, remain in the public regime, having the option to
divide their contributions between the two systems. Along with the addition of
the individual pillar, the conditions to access the contributory public pension
were altered. First, both the retirement age and the replacement rate were set
the same for men and women (age 60 for retirement, 50 per cent replacement
rate). Second, the number of required years of contribution was increased from
30 to 35.
Bucheli, Forteza and Rossi (2006) analysed the probability of receiving the
contributory pension under the two conditions imposed in the 1996 reform,
ﬁnding that the tightening of the requirements would lead to very low retirement
rates: only 11.7 per cent of women would manage to retire by age 60 and
19.4 per cent by age 65, while for men the corresponding ﬁgures are 16.5 per cent
(age 60) and 24.8 per cent (age 65).5
In order to make access to pensions more ﬂexible, changes were introduced
gradually between 2008 and 2010. The required years of contribution returned to
30 years, although with lower replacement rates. Also, in the public PAYG pillar
the pension is calculated based on the last 10 years or the best 20 years
(previously it was the last 3 years). This beneﬁts those who may have reduced
their work intensity in years prior to retirement, or who received lower pay
during that time. Contribution credits for care were introduced, adding one
work-year for each child (up to ﬁve years). The new law also recognizes civil
unions for granting survivors’ pensions to couples who have lived together for at
least ﬁve years. Finally, although a non-contributory pension already existed for
people aged 70+, the 2008 reform expanded its coverage to those aged 65 to 69,
mostly beneﬁting women (Aguirre and Scuro, 2010; Rossel, Salvador and
Monteiro, 2014).

Gaps in pension access
The next two sections present our main empirical ﬁndings, comparing data
from household surveys in each country between 2000 and 2013.6 We classify

5. These results are based on a time period during which economic activity – and contribution
densities – were particularly depressed in Uruguay. This implies that these may be downward biased,
as the authors explicitly acknowledge.
6. Due to survey availability, the 2013 data for Argentina refers to 2012 and 2000; Brazil’s ﬁgures
correspond to the year 2001. Also, the coverage rate is national for Brazil and Chile, but to urban
coverage for Argentina and Uruguay.
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Figure 1. Distribution of those aged 65+, by receipt of pensions and working status,
2000 and 2013

Source: Authors’ calculation based on household surveys.
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every person aged 65+ who declares income from any type of pension as a
pensioner.7,8
By the end of the period, the four countries show high pension coverage rates
for men and women, although the evolution differs across countries. Signiﬁcant
gender differences appear in pension coverage and in the attachment to the
labour market of the elderly. We distinguish three groups within those aged 65+:
pensioners; those who are not pensioners, but have a paid job; and those who
are neither pensioners nor paid workers (Figure 1). The percentage of people in
this last category, which can be considered the most vulnerable group, is always
higher among women. In 2000, for women it ranged from 5 per cent
(Argentina) to 16 per cent (Brazil); among men, the proportion varied from
2 per cent (Uruguay) to 7 per cent (Brazil).9 By 2013, the scenario for women
remained relatively constant in Brazil and Uruguay, and had improved

7. All persons who indicate being a pensioner but have zero income for the corresponding variable are
excluded from our analysis.
8. Table A.2 indicates the speciﬁc questions used to identify recipients of each type of pension
(contributory and non-contributory). The Brazilian household survey does not allow a strict and clear
discrimination of contributory and non-contributory pensions. Speciﬁcally, the survey asks two
questions: one on “aposentadorias” and one on “pensão”. Aposentadorias generally refer to
contributory pensions. Pensão, however, is a broader category, which could include survivor’s
pensions as well as purely non-contributory pensions. Despite this ambiguity, we consider all those
under pensão to be non-contributory. In Chile and Uruguay, where the survey does allow us to separate
contributory and non-contributory, we still consider the survivors’ pensions as non-contributory, since
our aim is to separate retirement income generated through one’s labour market trajectory versus those
obtained through other means.
9. It is highly probable that most of the people in this group would receive a pension in the future,
either a survivor’s pension or a non-contributory pension. This likely situation may be interpreted as
being covered by the system, as income is guaranteed in some way. However, the analysis in this
article refers exclusively to actual pension coverage, not potential coverage.
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substantially in Argentina and Chile. Among men, the changes were small,
including an increase in the relative size of this group in Brazil.
In the cases of Argentina and Chile, this improvement is at least partially
explained by the increase in pension coverage during the period. Both countries
show large increases in coverage for women and men, albeit larger for the former.
This resulted in the reduction of the gender coverage gap. In Argentina, the gap
even reversed: in 2000, 65 per cent of women were covered by some type of
pension, reaching 93 per cent in 2013, while for men this ﬁgure rose from 72
to 88 per cent. The changes over time in Chile are signiﬁcant but smaller: the
coverage rate increased by 14 per cent for women and 6 per cent for men. In
both countries the increases are the result of policies implemented in the period:
in Argentina, the Moratorias; and in Chile, the non-contributory pensions and
other elements of the 2008 reform (Mesa-Lago and Bertranou, 2016). As
mentioned before, in Argentina 87 per cent of beneﬁciaries of the Moratorias
were women, and 75 per cent of those women were not previously covered by
any pension beneﬁt (Pautassi, Giacometti and Gherardi, 2011), while in Chile
non-contributory pension coverage among women rose from 20 per cent in
2006 to 37 per cent in 2013 (Comisión Asesora Presidencial sobre el Sistema de
Pensiones, 2015).
In Brazil and Uruguay the relatively high coverage rates at the beginning of
the period remained stable. In Brazil, the changes in the social security system
that affected coverage occurred prior to the period we are considering. Ansiliero
and Paiva (2008) consider a longer period and ﬁnd that between 1992 and 2006
the access to social security of women aged 60+ increased over 10 percentage
points, while men’s coverage rose only 2 points.10 Most of these increases are
observed at the beginning of the period studied by these authors, but which
stagnate in the period we analyse in this article. In Uruguay, while the changes
included in the 2008 reform (e.g. reduction in years of contribution,
contributory credits) could have improved coverage of contributory pensions,
this is not reﬂected in overall coverage.
The share of persons who are not covered by either contributory or noncontributory pensions but who have labour income is small, though higher
among men (about 10 per cent for men and 2 per cent for women), and is
stable between 2000 and 2013. This situation may result from some
combination of two very different scenarios: high-income individuals who
decide to postpone their retirement to increase present and future income, and
individuals who do not have access to the contributory pension, or who opt to
continue working because their pension would be too low. In the four
countries analysed we ﬁnd that as the education level increases among men,
10. These ﬁgures include pensions or assistance or those who pay social insurance contributions.

International Social Security Review, Vol. 70, 2/2017
© 2017 International Social Security Association

69

The gender gap in pensions in Latin America

the pension coverage rate falls and the proportion of those who have no pension
coverage and who work increases. In 2013, this last category accounted for
between 11 per cent (Brazil) and 17 per cent (Chile) of men who have
incomplete or complete university education, while it is 6 per cent among the
less educated, suggesting a relative premium for postponing retirement for
those with higher education. This pattern is also observed among women, albeit
to a lesser degree.
The distribution of pensioners by whether they receive contributory, noncontributory, or both types of pensions differs substantially by sex (Figure 2),

Figure 2. Percentage aged 65+ covered only by contributory, only by non-contributory,
or both types of pensions, 2013

70

Source: Authors’ calculation based on household surveys.
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Table 2. Coverage by pension type and sex. Percentage of those aged 65+, 2000 and
2013

All pensions

Contributory pensions

Non-contributory pensions

Argentina

Brazil

Chile

Uruguay

2000

2013

2000

2013

2000

2013

2000

2013

Men

72%

88%

89%

87%

79%

85%

89%

89%

Women

65%

93%

82%

82%

70%

84%

87%

87%

Ratio

0.91

1.05

0.92

0.94

0.89

0.99

0.97

0.98

Men

-

-

89%

86%

66%

66%

86%

85%

Women

-

-

60%

63%

34%

34%

59%

61%

Ratio

-

-

0.67

0.73

0.52

0.51

0.69

0.72

Men
Women
Ratio

-

-

2%
33%
14.7

5%
33%
6.7

14%
39%
2.8

25%
57%
2.3

5%
51%
10.6

7%
53%
7.5

Source: Authors’ calculation based on household surveys.

which reﬂects the disparities in career paths and in the system’s design.11 In the
three countries for which we have disaggregated information (Brazil, Chile and
Uruguay), being covered only by contributory pensions is much more common
among men than women. In 2013 in Brazil and Uruguay, 82 per cent of men
were only covered by the contributory pension, while this ﬁgure was 61 per cent
in Chile. Among women, this number does not exceed 50 per cent in any country:
49 per cent in Brazil, 34 per cent in Uruguay and 27 per cent in Chile. The opposite
applies to non-contributory pensions, where women are overrepresented. In the
case of Brazil and Uruguay, women are distributed almost evenly between those
who are covered by only non-contributory pensions and those covered by both
beneﬁts. In Chile, 50 per cent of women and about a ﬁfth of men receive only
non-contributory pensions.
Compared to the year 2000 (Table 2), the situation has barely changed in
Brazil and Uruguay, although there has been a slight increase in the share of women
receiving a contributory pension. However, in Chile we observe major changes in
coverage of non-contributory pensions, which rose from 39 to 57 per cent

11. Contributory pensions refer to the beneﬁts received through each person’s contributory record. In
the non-contributory category we include both survivors’ pensions and social assistance for old age (old
age and disability in Uruguay, Pensión Básica Universal and Aporte Previsional Solidario in Chile, and
mainly the Benefício de Prestação Continuada in Brazil). In the case of Argentina, no such disaggregation
is possible.
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among women and from 14 to 25 per cent among men as a result of the 2008
reforms.
When analysing the coverage of each beneﬁt by age, again we ﬁnd different
patterns in Brazil and Uruguay on one hand, and Chile on the other hand (see
Figure 2). In Brazil and Uruguay, women are less likely to receive only
contributory pensions at older ages, mainly due to the evolution of female labour
participation. This is countered by increased coverage of non-contributory
pensions and of combinations of both types of pensions, associated with the
coverage of survivors’ pensions. This increase in non-contributory pensions is
also recorded among men, but represents a smaller proportion of those covered.
Also, the rate of coverage of any type of pension increases with age, consistent
with gradual retirement from the labour market and with the rules to obtain a
pension. In the case of Chile, the relative weight of the different beneﬁts is stable
with age.
For Chile and Uruguay, the available information enables the identiﬁcation of
the type of non-contributory pension received: survivors’ pensions, generated
from spousal contributions, or non-contributory pensions (PBS in Chile, Old
Age in Uruguay) for those who are not eligible for contributory beneﬁts. Survivors’
pensions in Chile are almost exclusively received by women (less than 1 per cent
are received by men) and their coverage rate was about 21 per cent in 2000 and
2013. In Uruguay, this coverage is broader, reaching 47 per cent of women
and 3 per cent of men in 2013. However, the non-contributory pensions have
lower coverage in this country, whereas in Chile the PBS reaches nearly a third
of women and a ﬁfth of men.
In short, the gender gap in pension coverage has declined signiﬁcantly in
countries that were lagging behind on this issue (Argentina and Chile), while
no differences are observed in those which already had high coverage at the
beginning of the period. The important changes in total coverage in Argentina
can largely be explained by the implementation of the Moratorias and in Chile
by the implementation of non-contributory pensions. By the end of the
period, all four countries had reached reasonable coverage rates, with similar or
smaller differences between men and women than those observed in the
European Union.12 However, the differences in the type of pension beneﬁt
received are persistent, with more women being beneﬁciaries of non-contributory
pensions.

12. Bettio et al. (2013) indicate that, on average, in the European Union the gender coverage gap is
around 6 percentage points (in favour of men), a similar level to Chile and considerably higher than
Brazil (1 point) and Uruguay (2 points). In Argentina, the difference in coverage is 5 percentage points
in favour of women.
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Table 3. Average pension amount in USD PPP (2011), 2000 and 2013
Argentina
All pensions

Men

Brazil

Chile

Uruguay

Women Total Men Women Total Men Women Total Men Women Total

In USD PPP
2000

793

565

659

636

493

558

495

359

422

986

711

821

2013

702

640

664

841

771

803

544

408

466

1027 809

894

Percent
variation

11% 13%

1%

32% 56%

44%

10% 14%

10%

4%

9%

Contributory
pensions

14%

Men

Women Total Men Women Total Men Women Total Men Women Total

2000

—

—

—

627

378

510

516

356

447

1006 665

830

2013

—

—

—

820

626

726

611

474

555

1045 701

862

Percent
variation

—

—

—

31% 66%

42%

18% 33%

24%

4%

4%

Men

Women Total Men Women Total Men Women Total Men Women Total

In USD PPP

Noncontributory
pension

5%

73

In USD PPP
2000

—

—

—

557

538

539

167

267

246

348

437

432

2013

—

—

—

586

704

692

244

321

303

388

523

512

Percent
variation

—

—

—

5%

31%

28%

46% 20%

23%

12% 20%

19%

Source: Authors’ calculation based on household surveys.

The gaps in pension income
The average beneﬁt income for both types of pensions rose in real terms between
2000 and 2013 in the four countries considered (Table 3).13 The variations are
higher among women than men, which offers a ﬁrst indication of the decrease in
the gender gap. They are also quite different between countries: in Argentina,
13. For the comparison of the pension amounts between countries and years, we deﬂate the original
amounts to 2011 prices, using ofﬁcial data from the consumer price index (CPI) of each country
(except Argentina) and convert the national currency to 2011 PPP dollars, using the exchange rates
provided by the World Bank, allowing inter-country analysis. Given that the ofﬁcial Argentinean CPI
for this period has been greatly disputed (see Cavallo, Cruces and Pérez-Truglia (2016) for a description
of the issue), we use the CPI computed by PriceStats and MIT’s Billion Prices Project. It is important to
note that the results about real variations in Argentina are very sensitive to the CPI used to deﬂate prices.
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Figure 3. Pension gaps, aged 65+, 2000 and 2013

74

Source: Authors’ calculation based on household surveys.

pensions grew by a mere 1 per cent, in Chile and Uruguay by around 10 per cent,
while the largest differences are seen in Brazil (44 per cent).
Uruguay offered the most generous beneﬁts for women and for men in both
years analysed (equivalent to over USD 800), followed closely by Brazil in 2013.
In contrast, Chile provided the lowest beneﬁts both in 2000 and 2013, far behind
the other countries (around USD 450).
Except among Brazilian women, the contributory pension income was higher
than the non-contributory income (Table 3). In Brazil, contributory pensions
increased to a greater extent than non-contributory pensions, while the opposite
occurred in Uruguay. In Chile, the changes differ by sex: among men the noncontributory pensions show greater increases, while the opposite applies to women.
To further analyse the gender differences in beneﬁt amounts, two indicators are
deﬁned. The ﬁrst is the gap in pension beneﬁts among men and women who receive
any of these beneﬁts (pensioners’ pension gap).14 The second indicator is the elderly
pension gap, which also includes those with no pension income (i.e. it includes values
of zero, therefore simultaneously reﬂecting the gap in terms of access and coverage).
We observe a reduction in both gaps in the four countries, although the extent
to which they decrease varies (Figure 3). Jointly considering the evolution of both
14. The income gaps are calculated as the average pension income of men minus that of women, as a
percentage of men’s average pension income.
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Figure 4. Pension gap for contributory, non-contributory, and both types of pensions,
aged 65+, 2000 and 2013

Source: Authors’ calculation based on household surveys.

indicators enables us to analyse the role of the changes in amounts of pension
beneﬁts and increases in coverage. In Argentina and Chile, the decline in the elderly
pension gap is larger than the decline in the pensioners’ pension gap, due to the
increase in pension coverage. Considering exclusively the pensioners’ pension
gap, the decline can be linked to some of the policies implemented during the
2000–2013 period. In Argentina, these include the elimination of the sex-speciﬁc
mortality tables, the automatic indexing of contributory pensions, and the increase
in the Pensión Básica Universal (ANSES, 2009). In Chile, the pensioners’ pension
gap experienced only a slight decrease, so the fall in the elderly pension gap is
basically explained by the larger increase in coverage among women. In Brazil
and Uruguay, the coverage rate shows much smaller changes in the period, as
analysed in the previous section, such that the movements in the elderly pension
gap can be explained almost completely by variations in the amount of the
pensions.
The variations in pensioners’ pension gaps hide large differences between types
of pension. While the gap in contributory pensions favours men, the noncontributory pension gap favours women (Figure 4). In Brazil and Uruguay,
both gaps contribute to reduce the gender pension gap. In the case of Chile, the
fall in the contributory pension gap is greater than the fall in the overall pensioners’
gap, offsetting the change in the non-contributory pensions gap in favour of men.
International Social Security Review, Vol. 70, 2/2017
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One factor worth mentioning is that part of the pensioners’ contributory
pension gap in Chile and Uruguay can be explained by the use of sex-speciﬁc
mortality tables for the individual savings pillar. Even if men and women had
exactly the same savings in this pillar, men would receive higher monthly
amounts due to the greater longevity of women. In Chile, another factor that
inﬂuences the contributory pension gap is the difference in the ofﬁcial retirement
age for men and women (see Comisión Asesora Presidencial sobre el Sistema de
Pensiones, 2015).
Among those receiving pensions, there are major differences with respect to
work histories, entitlements accumulated and education level. Indeed, the
coverage gap and pensioners’ pension gap tend to move in the opposite
directions as the education level rises: while the coverage gap is lower at higher
education levels, the pensioners’ pension gap increases with education level
(Table A.3).15
Differences by age are also expected, because women in younger cohorts have
longer work histories. However, this does not occur in the analysed countries,
nor is it evident in the European Union countries presented by Bettio, Tinios
and Betti (2013). The pension gaps are systematically lower among older cohorts
(Figure A.1). However, when considering exclusively contributory pensions
(which are directly linked to the entitlements generated by the person during
their active life), the gaps are indeed greater among those aged 80+. This suggests
that the overall gap is lower among the oldest because these women generally
receive survivors’ pensions, whose amounts correspond to their spouse’s wages
and contributions.

Understanding changes in gaps in Argentina and Brazil
The signiﬁcant drops in the gender gaps in Argentina and Brazil are worthy of
deeper analysis. The reduction in the Argentinean gap was sustained throughout
the whole period, with the major fall occurring between 2009 and 2012 (Figure 5,
Left panel). Unfortunately, the data do not enable us to decompose the effects of
the two types of beneﬁts (contributory and non-contributory). However, it is
undisputed that the Moratoria, which massively increased access to contributory
pensions, had a substantial impact on coverage among women. Moreover, the
Moratoria is compatible with non-contributory pensions, meaning that
people can have two sources of pension income, which is more common among
women.
At the same time, pension income started to rise substantially around
2004, especially at the lowest income levels (Figure 6, Left panel). For instance,
15. The exceptions are the two highest education levels in Chile.
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Figure 5. Pensioners’ pension gap, 2000–2013

Source: Authors’ calculation based on household surveys.

Figure 6. Change in pension incomes by ventile, 2000–2013

77

Source: Authors’ elaboration based on household surveys.

the minimum pension almost doubled in real terms, from 703 Argentinean
pesos (ARS) in 2000 to ARS 1,340 in 2012 (2011 prices).16 Since women
are overrepresented among those with lower pension income, these
increases are especially beneﬁcial for them (Figure 7, Left panel).
The situation in Brazil is more complex. The contributory pension gap (24 per cent
in 2013) favours men, while the non-contributory pension gap (-20 per cent in 2013)
favours women. When considering both gaps simultaneously, the total gap amounts
to 8 per cent, due to the larger weight of contributory pensions. The major reduction
in the gap over the period was not systematic, showing some irregularities (Figure 5,
Right panel).
Three possible (non-exclusive) hypotheses are considered. First, the value of
the minimum pension (equal to the minimum wage) experienced a notable
16. Figures from the Ministry of Labour, Employment and Pensions (MTESS, 2012); 2011 constant
prices calculated by the authors.
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Figure 7. Percentage of women among pension recipients by ventile, 2000 and 2013

Source: Authors’ elaboration based on household surveys.
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increase in this period, over 40 per cent, from 342 Brazilian reals (BRL) in 2001
to BRL 606 in 2013 (2011 prices). This beneﬁts more than half of pensioners
(between 55 per cent and 61 per cent of pensioners received the minimum
value in the period analysed).17 Given that women are overrepresented among
pensioners receiving the minimum pension (about 55 per cent of those
receiving the minimum pension are woman across the period), this increase
could have contributed to the reduction in the gender gap.
Second, the proportion of women who receive the minimum pension has
decreased over time from 60 per cent in 2001 to 55 per cent in 2013, while for
men the ﬁgure remained stable around 55 per cent. Given that total coverage has
barely changed over the analysed period, this implies that women earn higher
pensions now.
Finally, as in Argentina, the largest increases in pension values correspond to the
lowest ventiles, where women are overrepresented; conversely, the smallest
percentage changes are observed in the highest ventiles, where women are
underrepresented (Figure 6, Right panel and Figure 7, Right panel).

Final comments
In the four countries considered in this article, signiﬁcant decreases in gender gaps in
pensions, both in access and in incomes, were found between 2000 and 2013. These
improvements vary by country and are the result of policy actions undertaken during
the period. Gender gaps in the coverage of pensions declined signiﬁcantly in
Argentina and Chile, countries which were relatively behind in this regard in the
2000s. These reductions primarily resulted from the implementation of the Pension
17. This is consistent with ofﬁcial records: according to Brazil’s Instituto de Previdencia, of the nearly
28 million pensions paid out in 2012, more than 17 million were at the minimum wage (MPS, 2012).
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Inclusion Plan (Moratoria) in Argentina and the expansion of non-contributory
pensions in Chile. Both policies mainly beneﬁted women who were relatively
excluded from pensions up to that time. In Brazil and Uruguay, the relatively high
coverage rates among men and women were maintained throughout the period.
Thus, by 2014, the four countries show good levels of coverage in their pensions
systems, for men and for women, especially compared to the levels observed in
other countries in the region. Despite increased equity in access, the type of
beneﬁt received by women and men differ signiﬁcantly. Women receive more
non-contributory beneﬁts or combined non-contributory and contributory
beneﬁts than do men, who tend to receive contributory beneﬁts more.
The gaps in the amounts of pension beneﬁts between men and women also fell,
the decrease being especially signiﬁcant in Argentina and Brazil. In both cases, the
largest increments in pension values correspond to the lowest income ventiles,
where women are overrepresented. In these countries, the application of
redistributive policies – aiming at reducing poverty and income inequality, while
not necessarily focused on gender equity – has had positive and probably unintended
consequences in terms of the reduction in gender gaps in pensions. More speciﬁc
policies directed towards gender equity, such as contribution credits for care
implemented in Uruguay, will probably have visible effects in the near future.
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Annex
Table A.1. Labour force participation, formality rates, and wage gap (15–64 year-olds)
in selected countries*
Argentina

1990

2000

82

2013

1990

2000

2013

Brazil

Men (%)

Women (%)

Men (%)

Women (%)

Labour force participation

84

45

88

56

Formality

-

-

50

42

Wage gap

23

Labour force participation

80

51

85

58

Formality

60

49

49

48

Wage gap

27

Labour force participation

81

56

83

61

Formality

71

66

63

64

Wage gap

20

28

Chile

Uruguay

50

36

Men (%)

Women (%)

Men (%)

Women (%)

Labour force participation

80

37

84

54

Formality

63

61

-

-

Wage gap

29

Labour force participation

78

44

85

62

Formality

66

63

66

65

Wage gap

33

Labour force participation

76

51

84

69

Formality

74

69

78

78

Wage gap

27

43

32

26

*The formality rate is estimated for the occupied population; Argentina’s data refers only to salaried workers. The
wage gap is estimated for the occupied population.
Source: Own calculation based on household surveys.
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Table A.2. Construction of income variables for contributory and non-contributory
pensions
Country

Year

Contributory pension

Argentina

2000 and 2012

Income received from pension

Brazil

2001 and 2013

Income received from contributory
pension from the Instituto de
previdencia or the federal
government

Income received from pension from
the Instituto de previdencia or the
federal government

Chile

2000

• Income from contributory pension
• Income from contributory disability
pension

• Income from old age PASIS
• Income from disability PASIS
• Income from survivors’
pension

2013

• Income from contributory
pension
• Income from contributory
disability
• Income from APS

• Income from old age PBS
• Income from disability PBS
• Income from survivors’ pension

2000

For those who claim to receive a
contributory pension, income
from pension received

For those who claim to receive
a non-contributory pension, income
from pension received

2013

For those who claim to receive a
contributory pension, income
from pension received

For those who claim to receive
a non-contributory pension,
income from pension received.
“Which type of pension received?”
question is used to discern between
old age, disability and survivor’s beneﬁts.

Uruguay

Source: Household survey of each country.
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Non-contributory pension

83

84

4

7

10

Lower Secondary

Upper Secondary

Post-secondary

3
2
10
20

3

4

6

7

Source: Authors’ elaboration based on household surveys.

3

Primary

Pensioners’
pension gap

Pensioners’
pension gap

Coverage gap

Brazil

Argentina

1

7

9

7

Coverage gap

28

30

18

10

Pensioners’
pension gap

Chile

1

10

0

0

Coveragegap

Table A.3. Pensioners’ pension gap and pension coverage gap by education level, 2013 (percentage)

28

24

21

16

Pensioners’
pension gap

Uruguay

4

1

3

4

Coverage gap
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Figure A.1. Pensioners’ pension gap by age group, 2013

Source: Authors’ calculation based on household surveys.
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Abstract To support the improved administration of social
security programmes, this article presents a preliminary
compliance risk management (CRM) model for social security
institutions to use as a tool to help address the operational
challenges of error, evasion and fraud. Within the model, error,
evasion and fraud are collectively referred to as issues of noncompliance. The model’s framework addresses non-compliance
in an integrated manner with regard to the main functions of
contribution collection and beneﬁt administration. The model
aims to facilitate tackling these important issues by better
permitting the identiﬁed challenges to be prioritized and,
thereafter, addressed based on the assessed severity of their
impacts and the cost-effectiveness of the selected responses.
Three generic types of intervention are recommended to tackle
non-compliance worldwide: prevention, detection and deterrence.
The article’s objective is to contribute to ongoing work to develop
an encompassing CRM framework for all social security systems.
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Error, evasion and fraud (EEF) present a set of common challenges and downside
risks for all social security institutions. Typically, a distinction can be made
concerning these three elements: error is considered an administrative matter,
while evasion and fraud are, primarily, legal matters. In terms of their assessed
negative impacts, these can be both ﬁnancial and non-ﬁnancial. For instance, for
all social security administrations this may include the erosion of cost-efﬁciency
and a weakening of public trust in the system. For the ﬁnancial sustainability and
adequacy of contributory social security programmes, EEF in contribution
collection weaken the ﬁnancial equilibrium of beneﬁt programmes and may
restrict workers’ rights to receive beneﬁts for themselves and their dependants.
The negative impacts of EEF may reach beyond the operations of speciﬁc social
security programmes, to touch the social security system as a whole, weakening
the national system’s social and political legitimacy (Meissnitzer and ReindlKrauskopf, 2013; Van Stolk and Elmerstig, 2013; ISSA, 2013; H5NCP, 2014;
Gómez-Sabaíni, Cetrángolo and Morán, 2014; NAO, 2006; Van Stolk and
Tesliuc, 2010).1
Addressing these issues presents important challenges to social security
institutions, some of which require novel responses. In the ﬁrst instance, there
is a need to establish the incidence and to measure the levels of EEF. This will
enable social security managers and administrators to deﬁne strategies with
which to respond. The possibilities for EEF in social security systems have
evolved alongside changes in administrative practices, not least because of
developments in information and communications technologies (ICT), and
with emerging and new working practices and changing labour market
relationships (e.g. the growth in self-employment) (ISSA, 2013; Morsa, 2013;
Regioplan, 2010).
The possibilities for EEF may result from the internal operations of a social
security institution (Van Stolk and Elmerstig, 2013; DWP, 2015), or they may be
external to the social security administration. Clearly, identiﬁed cases of EEF may
arise both from intentional and non-intentional behaviour. The institutional
design of a social security programme or national system can inﬂuence not only
the nature of the challenges but also the ability to respond to them. National
culture regarding levels of public trust in and respect for public institutions will
also play a role. Similarly, the perceived disincentive effects of deterrents, sanctions
and legal penalties for identiﬁed errors, evasion and fraudulent behaviour have a
role to play.

1.

See also IRIS <www.iris.ugent.be>.
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The national context will have a bearing on how all these factors play out in
practice (NAO, 2006; ISSA and Derrama Magisterial, 2016). Nevertheless, and
despite national differences in deﬁnitions and priorities, there is a shared need
for all social security institutions to address EEF, to improve the administrative
performance of their programmes and to better ensure the realization of all
programme goals in a cost-effective and sustainable manner.
This article aims at providing practical support to social security institutions in
order to tackle the issues of EEF, including their deﬁnition, causes, and costs,
and to help deﬁne strategies with which to respond. The goal is to prepare the
ground to support the International Social Security Association (ISSA), under
the aegis of its Centre for Excellence, to develop ISSA Guidelines on Error,
Evasion and Fraud.2
The remainder of this article is structured as follows. The next section
considers some of the economic and non-economic costs that result from error,
evasion and fraud in the operation of social security programmes. This is
followed by a discussion of the main categories of EEF and the presentation of
the concept of non-compliance as an overarching framework with which all
countries and programmes can address the challenges of EEF. The article
concludes with proposals for strengthening administrative responses to EEF in
social security.

Financial and non-ﬁnancial costs of error,
evasion and fraud
Some of the most important ﬁnancial costs of non-compliance comprise
administrative errors such as undue-paid cash beneﬁts and undue-delivered
non-cash beneﬁts (e.g. services). As regards issues of evasion and fraud, noncollected contributions may seriously undermine the ﬁnancial sustainability of
schemes (Gómez-Sabaíni, Cetrángolo and Morán, 2014; Van Stolk and
Tesliuc, 2010; Samamé and Durán-Valverde, 2008; Baumann, Friehe and
Jansen, 2009).
According to Van Stolk and Elmerstig (2013, p. 48), the current economic
climate places public institutions under increasing pressure to demonstrate
“value for money”, as governments seek to identify budget areas where
cost-efﬁciency approaches can be applied. Decreasing the ﬁnancial cost of EEF
presents a direct path to follow. Yet, establishing the ﬁnancial cost of EEF in
social security systems must take into account how EEF is deﬁned and measured
in different national and cultural contexts (Van Stolk and Elmerstig, 2013). The
2.

See <www.issa.int/en_GB/cfe/guidelines-overview>.
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use of different measurements and methodologies may complicate easy
comparison across countries. Regardless, some general ﬁgures allow for reﬂection.
Table 1 presents evidence of the variance in the levels and measuring approaches of
fraud and error in seven developed economies.
One particular issue of error is the underpayment of beneﬁts. Evidence suggests
that underpayments, often considerable, are often neglected when determining the
ﬁnancial cost. A part of this is the personal cost associated with the “non-takeup” of
beneﬁts, when individuals (deliberately or otherwise) do not claim the beneﬁts for
which they are entitled. This could be due to an unwillingness (owing to stigma,
for instance) to claim the beneﬁts, a lack of awareness or knowledge about
personal entitlements, or due to administrative error.
From another perspective, evasion and fraud in particular can play a part in
undermining fair economic competition when such behaviour is associated with
the opportunistic actions of employers to reduce labour costs. This can involve
so-called “social dumping”, when employers use cheaper labour registered in
another national jurisdiction. Such actions also deprive the national social
security system of revenue. The non-ﬁnancial costs of EEF are diverse. In one
sense, these include the loss or dilution of social rights and possible eventual
beneﬁts for workers and their dependants. Another is the weakening of public trust
(reputation and legitimacy) in the institution of social security. As a result,

Table 1. Selected countries by social expenditure, and fraud and error in percentage
Countries

Social
expenditure
(Milliona)

Social
expenditure
as % of GDP

Social expenditure as %
of total government
expenditures

Fraud and
errorb (%)

Fraudb (%)

Canada

GBP 210

17

42

3–5.0

n/a

Ireland

GBP 31

20

51

0.5–2.1

0.5–1.2

Netherlands

GBP 126

23

49

n/a

10-20

New Zealand

GBP 25

19

54

2.7

n/a

Sweden

GBP 105

27

52

6–7

3.0

United Kingdom

GBP 360

22

49

2.1

0.7

19

48

0.5–5.0

n/a

United States

c

GBP 2

Notes:
Social expenditure amounts are indicative and based on the exchange rates of April 2013.
Based on estimates of particular types of beneﬁts, which vary from country to country.
c
In billions of pounds sterling (GBP).
a
b

Sources: Authors’ compilation based on OECD (2013), Van Stolk and Elmerstig (2013), and NAO (2006).
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political support for speciﬁc programmes may suffer (Samamé and Durán-Valverde,
2008; Baumann, Friehe and Jansen, 2009)

Non-compliance: A uniﬁed framework for addressing error,
evasion and fraud
Among other factors, the institutional design of the social security system and
national context and culture often inﬂuence the identiﬁcation, and thus the
measurement, of behaviours and outcomes accorded the epithet of error, evasion
or fraud. To facilitate the deﬁnition of common approaches to tackle EEF issues,
this article proposes to refer collectively to these three distinct elements as
“non-compliance” with social security regulations.
Although error is normally deﬁned as an unintentional administrative outcome,
there may be an overlap in the deﬁnitions of fraud and evasion. A legal challenge
lies with discerning the personal motivation for suspected cases of fraud or
evasion. Consider, for instance, the (presumed purposeful) under-reporting of
earnings for contribution purposes or the (presumed unintentional) omission
of full social security contribution payments. Regardless of motivation, both lead
to the underpayment of due contributions. For the purposes of this framework,
however, we retain a conceptual distinction between evasion and fraud. The
deﬁnitions applied to error, evasion and fraud are as follows:
• Error: this refers to unintentional mistakes due to a failure in the information
system in the processing of payments and beneﬁts or owing to human factors by
staff members as well as customers (contributors and beneﬁciaries). Examples
may include staff members of the social security programme making mistakes in
dealing with complex data processing or beneﬁciaries who misreport their
personal situation and consequently pay fewer contributions or who receive
higher beneﬁts.
• Evasion: this refers to an intentional illegal act performed by contributors
(employers and employees) in their relations with the social security system in
order to decrease their share of contributions. Such under-declarations include
shorter working periods as well as lower declared income.
• Fraud: this refers to an intentional illegal act against the social security system.
Fraudulent acts may be performed by employers, contributors, beneﬁciaries,
beneﬁciaries’ family members, social security administration staff, medical
personnel, or even by criminal networks. Examples may include, on the death of
pensioner, family members who do not report the death in order to continue to
receive the deceased’s pension beneﬁts, or when a network of criminals use fake
companies or fake personal documents to claim beneﬁts illegally from the
system. Another example of fraud is the embezzlement of cash beneﬁts by social
security administration staff.
International Social Security Review, Vol. 70, 2/2017
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Compliance principles
When referring to EEF collectively as non-compliance, a ﬁrst necessary step is to
develop compliance principles which serve as the basis for compliance-related
decisions. This section summarizes a proposed set of eight compliance principles.
These principles have been developed by the Dutch Social Insurance Bank (Sociale
Verzekeringsbank – SVB), which implements social insurance programmes in
the Netherlands (ISSA and SVB, 2015).

Prevention rather than correction

92

The ﬁrst aim of preventive compliance measures is to foster compliance and to
discourage the contributor or beneﬁciary from behaving unlawfully, thus better
ensuring that any attempt to act unlawfully will be unsuccessful. Prevention is
therefore considered an effective, efﬁcient and client-friendly way to prevent
clients from contravening rules in the ﬁrst place. Prevention is deemed to be
more effective because it comes before correction and, therefore, ensures
compliance ex ante. It is also deemed more efﬁcient because it is assumed to cost
less (in ﬁnancial terms as well as in time) than correction ex post.
Despite prevention, corrective actions must continue to detect and correct
intentional or unintentional unlawful acts. This can be carried out through
checks of cases where risks are suspected and to conduct both individual and
generic investigations, including under criminal law. The lessons learnt from the
results of such corrective activities should support future prevention activities.
An analysis of irregularities uncovered should be used to increase the
effectiveness of preventive measures.

Compliance measures must be justiﬁable and proportional
Compliance measures, such as checks on contributors or beneﬁciaries personal
situations that affect their beneﬁt rates or entitlements, should be based on risk
analyses as well as on validated evidence collected during the implementation
process. On the basis of risk analyses, small-scale exploratory investigations may
be carried out to check whether a theoretical risk of EEF exists in practice. This
will support decisions on whether, and in which manner, further action is
required to tackle the risk. Additional compliance measures are only justiﬁed if
the empirical evidence shows that a substantial risk exists in practice. The
deﬁnition of a substantial risk in this regard should be based on previously
established normative values. Also required is knowledge of the occurrence rate
which is deemed acceptable for a particular risk of EEF, as well as knowledge
International Social Security Review, Vol. 70, 2/2017
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regarding when particular corrective measures need to be introduced. Compliance
strategies must be proportional and just. All actions should take into account and
be weighed against the need to respect the contributor’s or beneﬁciary’s privacy.
Therefore, privacy rules must be well established and clear.

Compliance practices are time-related and cyclical
Compliance practices should be a formal part of the planning and budget of social
security institutions. This better ensures that priorities are decided upon and that
compliance practices are monitored accordingly. Moreover, the validity
of compliance measures should be periodically assessed, taking into account the
results, the types of cases being closely investigated, the proportionality and
justice of investigative cases, the potential preventive effects of compliance
checks, and so forth. Once again, the social security institutions should pursue
non-compliance investigations in a way that promotes new insights into
prevention. The ongoing aim is to evaluate and optimize compliance policy and
its implementation by continually drawing lessons from practical experience.

Compliance activities should be chosen on the basis of added value
The decision to carry out a compliance activity should be based on an assessment of
the activity’s added value. Aspects which generally add value to compliance
strategies are direct ﬁnancial returns, preventive effects, and the strengthening of
political, administrative and social objectives.

Cooperation with partner organizations
Cooperation with partner organizations is an excellent way of promoting
compliance effectively, efﬁciently and with minimal involvement on the part of
the contributors or beneﬁciaries. For instance, such partner organizations may be
those responsible for implementing other social insurance programmes or tax
collection authorities. To ensure beneﬁciaries’ full and continuing compliance
with the eligibility rules of some targeted social beneﬁt programmes, such as
conditional cash transfers, partner organizations may also include education and
health care institutions.

Transparency towards contributors, beneﬁciaries
and social security administrators
Social security institutions must be proactive and clear in explaining their roles,
rules, principles, and also as regards how they operationalize their compliance
International Social Security Review, Vol. 70, 2/2017
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strategies for internal administration rules. The idea behind transparency is to
make the rules and practices of the institution clear and also to avoid unnecessary
checks.

International compliance should attain the level of national compliance
as far as possible
International compliance is important for countries that pay beneﬁts to
beneﬁciaries living abroad. The most common cases involve old-age pension
beneﬁts paid to those who reside in a country after retirement that is different
from the one where they had previously worked and paid contributions. Bilateral
social security agreements, where they exist, are the main legal instruments for
ensuring that all parties comply with regulations and that beneﬁciaries rights are
protected.

Enforcement under criminal law should be the last resort
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Compliance strategies have two main objectives. The ﬁrst is to investigate EEF
under administrative law by conducting checks, and consequently correcting
irregularities by revising beneﬁts or reclaiming overpayments. In some countries,
the social security institutions may also impose sanctions on the party assessed as
responsible in cases of EEF. The second is to investigate criminal offences and
report, where appropriate, cases to public prosecutors. In both cases, parties that
are subject to investigation risk being exposed to stigmatization, be they
contributors, beneﬁciaries or social security administrators.

Main categories of error, evasion and fraud
Non-compliance issues resulting from error, evasion and fraud impact on all
operations and programmes of social security systems. While some noncompliance cases are speciﬁc to particular operations and programmes (e.g. the
erroneous provision of health-related beneﬁts) others are cross-cutting, such as
identity errors. To categorize non-compliance risks, this section presents a
summary of operations and programmes and EEF risks where non-compliance
cases may occur.

Social security progammes with non-compliance risk
• Long-term cash beneﬁts;
• Short-term cash beneﬁts;
• Short-term non-cash beneﬁts.
International Social Security Review, Vol. 70, 2/2017
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Social security operations with non-compliance risk
• Registration (i.e. enrolment in the social security system);
• Contribution collection;
• Beneﬁts administration;
• Managing compliance conditions (for tax ﬁnanced and conditional cash
transfers);
• Regular and random inspections;
• Detection and reporting of irregularities.

Types of non-compliance EEF risks
Here we present a preliminary summary of types of non-compliance EEF risks,
organized by operation and programme. In part, this section calls upon the work
undertaken by the ISSA Technical Commission on Old-age, Invalidity and
Survivors’ Insurance (ISSA and Derrama Magisterial, 2016).
• Enrolment and registration;
• Contribution collection;
• Managing pension beneﬁts;
• Managing social assistance and social protection programmes;
• Managing international social security agreements.

Proﬁle of non-compliant entities and actors (organizations, individuals)
Non-compliance activities may be attributable to different actors, including
individuals and organizations.
• Employers and companies;
• Self-employed workers;
• Employees contributing to the system;
• Beneﬁciaries;
• Social security administration staff;
• Actors with criminal intent.

Proﬁle of non-compliance by social security branches
Non-compliance activities may vary in form according to the social security
branch.
• Pensions and short-term cash beneﬁts (non-work and work related);
• Health care (cash beneﬁts and in-kind beneﬁts and services);
• Social assistance and non-contributory beneﬁts and services;
International Social Security Review, Vol. 70, 2/2017
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• Unemployment beneﬁts (cash beneﬁts and support services);
• Family cash beneﬁts and leave periods.

Compliance risk management model
for social security systems
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The previous section outlined how different actors, operations and programmes
(according to branch or ﬁnancing mechanism) present EEF compliance risks for
social security systems. In this section, we introduce a proposition for a
compliance risk management model, the aim of which is to enable social security
systems to better address the issues of error, evasion and fraud in a holistic manner.
Compliance risk management (CRM) represents a systematic process in which a
social security institution makes considered choices on which instruments should
be used to effectively stimulate compliance and prevent non-compliance with
regard to speciﬁc programmes. CRM approaches are already widely applied in
public administration, especially in tax administration and are increasingly being
used in contribution collection (OECD, 2004 and 2009; EC, 2010).
The objective of applying CRM in the public policy context of social security
administration is to provide social security institutions with a systematic process
to identify, analyse and treat non-compliance risks (error, evasion and fraud)
across all functions and programmes under their mandate, but particularly for
contribution collection and beneﬁt delivery.
A CRM model consists of the four main components shown in Figure 1:
i) compliance principles providing the background for the institution’s compliance
strategy, ii) the context and strategic plan of the social security institution, iii) the
general compliance strategies, and iv) a continuous loop process for risk
identiﬁcation, assessment and prioritization, analysis of causes of risks,
determining treatment approaches, planning and implementation of treatment
actions, and for risk monitoring and evaluation.

Institutional context and strategic plan
The institutional context includes:
• the organizational structure, roles and responsibilities involved in tackling
non-compliance issues. New structures may be created as part of the CRM
model application;
• a high-level management unit or committee should manage the application of
the model globally, connecting tasks and results from different operational units.
To be effective, the tasks involved in applying an institutional CRM model
should be part of the institution’s strategic and operational plans.
International Social Security Review, Vol. 70, 2/2017
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Figure 1. Compliance risk management (CRM) model
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Source: Based on OECD (2004).

General compliance strategies
Strategies to tackle non-compliance aim at ensuring that contributors and
beneﬁciaries comply with their obligations to the social security programme,
therefore safeguarding the legitimacy of the social security institution. In cases
where compliance is lacking, these strategies help to uncover violations and
impose appropriate sanctions, which can range from beneﬁt cuts to prosecution
under criminal law.
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At this level, general compliance strategies are intended to fully cover the
operations and programmes managed by a social security institution, or
eventually several institutions in a national multi-organizational system. These
strategies would combine three types of initiatives: prevention, detection and
deterrence.

Prevention initiatives. These aim at limiting opportunities for non-compliance as
well as at reducing unintentional and intentional errors. The goal is to prevent the
most common forms of non-compliance risks, through regulatory, operational and
awareness raising measures. Although prevention initiatives are widely recognized
as the most desirable, they cannot cover all compliance risks.
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Detection initiatives. These enable to identify non-compliance cases, ideally with
as little delay as possible. Such initiatives are increasingly based on an array of
data-oriented techniques (e.g. data mining, data matching, online data analysis,
etc.), the application of which sets in motion a “pipeline process” starting with
the identiﬁcation of “potential non-compliers” and ﬁnishing with a list of
candidates for a ﬁeld inspection or audit, which enables the formal assessment
of suspected non-compliance cases.

Deterrence initiatives. These provide the means to prosecute and sanction
non-compliant individuals and enterprises. Actions are mainly based on
regulations deﬁning the sanctions as well as on procedures (administrative, legal,
etc.) with which to carry out the prosecution and apply the sanctions (ISSA and
Derrama Magisterial, 2016; Samamé and Durán-Valverde, 2008; Vonk, 2013).
These three types of initiative are already applied systematically by many social
security programmes to tackle non-compliance, and their generalized adoption is
recommended for all social security operations and programmes with the aim of
developing a unique CRM framework for social security systems (ISSA, 2013;
NAO, 2006; Van Stolk and Tesliuc, 2010; OECD, 2009).

The compliance risk management process
The compliance risk management process consists of a continuous loop of
the following six tasks: i) risk identiﬁcation; ii) analysis and risk prioritization;
iii) analysis of causes; iv) treatment and evaluation of non-compliance risks;
v) planning and implementation of treatment actions; and vi) monitoring and
evaluation.
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Risk identiﬁcation. The output of this task is a list of potential risks, such as the
main categories presented above associated with operations and actors.
Although social security institutions have to deal with compliance risks at
different levels (ranging from the more strategic and general to the more speciﬁc
and case-based) compliance risks lie along a continuum. This continuum, which
is shown in Figure 2, has a horizontal axis representing the types of risks and a
vertical axis representing the type of knowledge necessary to identify the risks.
At a high level, identiﬁcation starts by preparing a “general risk overview”,
which describes the risk areas, for instance by programme, function, sector and
population group. The “overview” provides the direction for identifying activities
and speciﬁc sectors that are risk prone to non-compliance.
Figure 2. Risk identiﬁcation chart
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Source: Based on OECD (2004).
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The medium level focuses on a speciﬁc risk area, sector or population group.
More concretely, it includes relevant types of risks for speciﬁc operations and
social security programmes as presented above in the section on main categories.
At a low level, the most detailed risks, treated on a case-by-case basis, would
depend on the speciﬁcities of programmes and national regulation.
In the risk-analysis task, the risks (i.e. programme, function, sector
and population) identiﬁed in the previous stage are systematically weighed and
grouped in relative order. The output of this task is to identify a list of risks with
the following additional aspects:
• Reasons for non-compliant behaviour. This information contributes to the
assessment and is used to deﬁne cost-effective measures.
• Likelihood, which represents the probability that the risk will occur.
• Frequency, which describes how often the risk might occur.
• A classiﬁcation of the severity of the consequences, which may be based on two
dimensions: i) the severity degree (low, medium, high, very high, and extreme)
and ii) on whom they impact (individuals, institutions, social security system).
For instance, the consequences of an employer not declaring a worker may be to
deny her or him access to short- and long-term beneﬁts and to reduce the
ﬁnancial resources paid to the social security institution and the social security
system.
• Possible treatment options and the associated costs and complexity of these.
Analysis and risk prioritization. The goal of the risk prioritization task is to select
the cases and individuals that are to be treated based on the risk assessment.
When assessing and ranking risks it is necessary to take into account both the
likelihood and the consequences of the risk occurring. This can be done using a
“compliance risk rating matrix” (Figure 3), which classiﬁes the risks according to
the ranking: low, moderate, signiﬁcant, high, and severe.
The output of this task is the list of risks with the following additional aspects:
reasons for non-compliant behaviour, likelihood representing the probability that
the risk will occur, frequency describing how often it could occur, the severity of
the consequences and on whom or what they impact (i.e. individuals, social
security institution, and social security system).
The methodology for determining the severity of the consequences should be
based on the potential impacts for individuals (e.g. the insured person and their
dependants losing the right to access medical care, or a weakening of the longterm ﬁnancial sustainability of a programme, etc.).
Analysis of causes. Some of the main causes for non-compliance risks are diverse.
Often, a mix of several factors either facilitate the non-compliant behaviour or
generate barriers to compliance. These factors include:
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Figure 3. Compliance risk rating matrix

Source: Based on OECD (2004).
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• complexity in the administrative process as regards contribution payments and
accessing entitlement to beneﬁts can confuse staff members and beneﬁciaries of the
social security system;
• lack of clarity in administrative rules can create possibilities for fraudulent
actions by contributors, beneﬁciaries and staff;
• legal “grey areas” and the absence of controls as regards responsibilities in
cross-institutional dealings and across national jurisdictions in bilateral
agreements;
• lack of efﬁcient control mechanisms to facilitate full compliance in contribution
payments and beneﬁt claims;
• staff-related issues within social security programmes, such as a heavy workload,
inadequate professional training, and inadequate management of the contribution
collection and beneﬁt payment processes;
• economic self-interest and lack of honesty of contributors, beneﬁciaries or
social security staff;
• low levels of ﬁnancial literacy among the population;
• low levels of information and awareness about the personal beneﬁts of enrolling
in the social security system;
• political interference in the operation of a social security programme that may
undermine the deﬁning principles of the social security system;
• low levels of trust in the social security system.
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Treatment and evaluation of non-compliance risks. Treatment approaches may be
organized according to the three types of intervention (prevention, detection and
deterrence) and using different kinds of instruments (Table 2). Each of these
approaches can be further developed and tailored to speciﬁc actions.
Plan and implement treatment actions. After having prioritized risks and deﬁned
treatment approaches in the compliance risk management process, the next step is
to apply the treatment actions by deﬁning a treatment plan. The treatment actions
will be framed by the strategies previously deﬁned, particularly combining
prevention, detection and deterrence initiatives. More concretely, they could
follow the approaches described in Table 2.
Preventive approaches, prioritized to reduce risks ex ante, can be implemented
in different ways, particularly by:
• limiting opportunities for non-compliance: “make errors either intentional or
unintentional”;
Table 2. Treatment approaches based on analysed cases and studies
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Approaches
Instruments

Prevention

Detection

Deterrence

Legislation

Simpliﬁcation of
regulations and rules

Enabling cross-institution
data exchange

Typiﬁcation of faults and
deﬁnition of sanctions

Support tools and
services

Pre-ﬁlling of forms
Control and automatic
correction

Control and validation

Support tools to inspectors

Education and
communication

Education and awareness
campaigns

Surveys analysis

Information about legislation
and sanctions

Partnerships

Trade unions
Employers’ organizations

• Tax administration
• Ministry responsible for
social security
• Other social security
institutions
• Clearinghouses of debtors
• Tip-offs/Whistle-blowing

• Courts
• Coordinated inspections

Data analysis and
proﬁling

Proﬁling risks sectors

Detection of suspicious cases

Field inspection

• Mass inspection or random

Strengthen
institutional
capacity

• Staff training
• Improve information systems
• Strengthen ICT security

Targeted inspection, based
on a detected case

Source: Authors.
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• reducing unintentional errors: “make it difﬁcult to make mistakes”;
• reducing intentional errors: “make it risky to make mistakes”.
Some concrete preventive measures are:
• information campaigns on rights, obligations and the risks of not complying with
rules: provide information on transparency rules and inform contributors and
beneﬁciaries that data between partner organizations can be exchanged for the
detection of irregularities;
• specialized units for EEF management and control: establish inter-institutional
committees between partner organizations to enable the analysis of information
concerning suspicious cases and the promotion of random routine checks of
social security institutions and of clients’ cases;
• risk analysis and the development of risk proﬁles: promote the risk analysis of noncompliance in speciﬁc programmes and in groups of contributors and beneﬁciaries;
• staff training: improve the administrative capacity of social security staff via
speciﬁc training on how to avoid error, how to manage face to face
communication, and with regard to the potential penalties used to punish
fraudulent behaviour;
• improving management structures: improve leadership capacity and the sharing
of workload among staff;
• ICT improvements: keep technologies up-to-date, reliable and secure;
• unique ﬁscal identiﬁers between partner organizations: develop key ID numbers
for contributors and beneﬁciaries to be used by partner institutions in an
integrated manner and to minimize the need for information requests made to
contributors and beneﬁciaries;
• systematic data quality control: promote simultaneous data updates as part of an
integrated system;
• investigators and reviewers not assigned to cases where familiarity is suspected: rule
out the possibility of familiarity between partners in cases under investigations in
order to minimize the risk of fraud;
• internal auditions: auditions should be led by external investigators in order to
ensure internal transparency and minimize the risk of possible fraud committed
by staff;
• separation between assessment and payment: staff responsible for assessment
functions should be kept separate from those responsible for payments in order
to minimize the risk of possible fraud.
A number of limitations may impede effective prevention strategies, including:
• poor management and information structures;
• insufﬁcient technical expertise to deal with failures in complex ICT
systems;
• a shortage of quality experts and economic resources to allow for the creation of
complex and efﬁcient administrative structures.
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In turn, detection initiatives may consist of:
• data-matching (or data-crossing): promote data-matching between partner
institutions for the undertaking of regular and random checks;
• data-mining (or big data analysis): proﬁling of non-compliant entities and actors
in order to target inspections at employers, employees and beneﬁciaries with a risk
proﬁle;
• online communications and phone lines for reporting fraud (whistle-blowing):
make available online services or telephone access to the public for the reporting
of suspected cases of fraud;
• joint operation between partner institutions: agreements formalized between
partner institutions and a legal data protection framework that may permit data
sharing for efﬁcient investigations aiming at detecting fraud;
• ﬁeld inspection: plan and complete checks targeted on risk proﬁle groups in
programmes and among contributors and beneﬁciaries.
A number of limitations may impede effective detection strategies, including:
• the absence of unique ﬁscal identiﬁers;
• poor quality administrative data;
• no joint agreements between partner institutions and restrictive data
protection laws.
Finally, deterrence may be carried out through:
• laws and regulations, which clearly distinguish faults and establish sanctions;
• administrative penalties;
• court-based prosecutions;
• court-based criminal prosecutions;
• sanctions and conﬁscation of assets.
A number of limitations may impede effective deterrence strategies, including:
• weak laws and ineffective law enforcement institutions;
• ineffective application of deterrence measures and the absence of technical
specialization in legal courts.
The process of tackling cases by using actions aimed at detection and deterrence
should lead to the formulation of new preventive measures with the goal of
preventing the re-occurrence of similar cases. This is an important element of the
process of permanent improvement to reduce compliance risks.

Monitor and evaluate. The last stage can be realized at different levels of action.
Outcomes and impact levels may be assessed to indicate how well the social
security institution is meeting its strategic objectives (e.g. increasing voluntary
compliance or reducing certain types of error, evasion and fraud). Measured
outputs and activity levels may be used as the basis on which to analyse the
effectiveness of speciﬁc actions.
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As the process is cyclical, all evaluations should provide effective feed-back
to the other tasks. The objective is to secure a process of permanent
improvement. The results of evaluations should be taken into account to
conﬁrm or adjust the risk management strategy, as well as the risk
assessment and treatment plan.

Conclusions
For all countries, the issues of error, evasion and fraud constitute matters of
concern as they impact on the sustainability of social security systems, the social
rights and social protection of the population, and the level of public trust in the
social security system.
Addressing these issues poses important challenges to social security
institutions, particularly as regards putting into practice cost-effective measures
that enable to tackle the relevant identiﬁed risks. Of note, the traditional
organizational structure of social security systems – often fragmented by
function or according to programme – may act to hinder efforts to address
challenges in an integrated manner. Furthermore, as non-compliance risks are
strongly related to the speciﬁcities of the social security system, the
possibilities for generalizing common diagnoses and solutions for all countries
remain limited.
Nevertheless, to address these issues this article has presented a preliminary
framework based on compliance risk management practices. The main features
are: i) introducing the concept of non-compliance to cover error, evasion and
fraud, ii) a set of compliance principles, iii) a compliance risk management
approach that has been adapted from that used in contribution collection, and
iv) a preliminary categorization of non-compliance risks as well as measures to
tackle these.
Further work is required to develop the proposed CRM framework. Possible
next steps for research consist of, ﬁrst, to extend the categories of risks. In
particular, this should involve identifying categories of risk that are common to
different programmes. Also necessary is to develop the risk prioritization criteria
and the methodology for determining the severity of the consequences. A second
step is to develop the treatment measures for the different categories of risk,
which takes into account the national contexts in which social security
institutions operate. The expressed goal is to develop ISSA Guidelines on Error,
Evasion and Fraud that will focus on the management of risks of error, evasion
and fraud in social security administration. To be an effective tool for improving
the administration of social security programmes, such proposed Guidelines
should be accompanied and supported by national evidence of good practices to
be made available in a dedicated database.
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After 1990, the nations of the former state socialist bloc, in particular the 11 Eastern
European countries that pursued rapid integration into the European Union
(hereafter, the EU11), were confronted with the formidable task of a
concomitant transformation: from state-socialism to market economy, and from
authoritarianism to political democracy. As a consequence, their pension
systems, designed to ﬁt a centrally planned and distorted economy, had to be
adapted to new circumstances. Depending on a variety of economic and political
conditions, each of the EU11 countries had to re-think the details of their
retirement policies.1 The experience of the region demonstrates the diversity of
responses policy-makers can adopt when confronted with signiﬁcant reform
pressure. Different EU11 countries introduced a variety of reforms, largely
depending on previous pension policy arrangements and economic and political
tensions. While the pension systems of the former state-socialist economies
needed a thorough reform, they had one undeniable advantage: unlike several
national pension schemes in Western Europe, by the 1970s they had already
attained high rates of coverage (e.g. Gál, 1999; Szikra and Tomka, 2009).
Across the ﬁrst transition decade, the region’s politicians and technocrats had
relied heavily on the know-how of foreign advisors, mainly from the World Bank
and the International Monetary Fund, and to a much lesser extent also from
the International Labour Organization. Following the publication of Averting the
old age crisis, a provocative World Bank (1994) policy research report on ageing
and pension reforms, a large body of literature studied the major and most
visible problems of various pension systems. Important questions – such as
whether public schemes should be privatized (Beattie and McGillivray, 1995;
Simonovits, 2011; Drahokoupil and Domonkos, 2012); whether public pension
beneﬁts should be proportional to earnings, ﬂat-rate, or something in between;
or, if systems were to become earnings-related, should the link be made to
lifetime earnings or earnings in a more limited period – were deliberated upon in
great detail. In response to the challenges of economic transition and
demographic ageing, the former state socialist nations of Eastern Europe undertook
a turbulent pension reform pathway. The reformers’ toolkit included highly
visible paradigmatic shifts attempting to address the aforementioned questions,
but also other adjustments in social security legislation, which have received less
attention despite their importance for the generosity, sustainability and equity of
pension systems.

1. The EU11 countries are as follows: Bulgaria, Croatia, Czech Republic, Estonia, Hungary, Latvia,
Lithuania, Poland, Romania, Slovakia and Slovenia.
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Through the analysis of data from Eurostat and the Organisation for Economic
Co-operation and Development (OECD), as well as of primary and secondary legal
sources, this article will evaluate the pension policy pathways of the EU11 countries
with a focus on the post-2004 period, and highlight best practices as well as policy
errors. Comparative studies analysing the reform pathways of various European
nations have most commonly concentrated on EU15 countries (e.g. Natali and
Stamati, 2014; Ebbinghaus, 2015).2 Central and Eastern European pension
systems have received less attention, with the notable exception of the region’s
mandatory funded schemes associated with the partial privatization of public
pensions (e.g. Armeanu, 2011; Adascalitei and Domonkos, 2015). Besides
discussing some of the most visible problems of post-socialist pension reforms,
we draw readers’ attention to some less conspicuous design errors in pension
systems. These have not yet gained sufﬁcient attention in the literature.
Nevertheless, the unprecedented demographic pressure that these countries are
to experience in the coming decades (Gløersen et al., 2016) will leave little ﬁscal
space for such erroneous policies in the future.
In this article, we adopt speciﬁc criteria for evaluating pension systems and
reforms (cf. Barr and Diamond, 2008). Pension systems should ensure adequacy
and economic sustainability. They should also be equitable within and among
generations. However, equity does not necessarily mean that a pension system has
to be actuarially fair. We expect that an intra-generationally equitable system
deviates from actuarial fairness in a logical way and achieves redistribution from
the better paid to the worse paid, not vice versa. The system is intergenerationally
equitable if the relative burden of each generation is the same.
The pension system should also combine solidarity and efﬁciency. Solidarity
demands at least minimum social security protection even for those who have
not paid contributions for a sufﬁciently long period, or whose covered earnings
are signiﬁcantly below average. Efﬁciency demands the presence of rules that
create rational incentives for people to work and to not evade paying
contributions to the system. Efﬁciency within the pension system is particularly
important in cases where the full beneﬁt (normal) retirement age is increased over
a relatively short period, as was the case in almost all EU11 countries.
Last, but not least, pension systems should be well-designed. As a rule of thumb,
good design means that the social security system is as simple as possible, yet not
overly simplistic. For example, while limiting the reference period (used for the
purpose of calculating the initial value of the pension) to the last few active years
may simplify pension administration, such an approach is overly simplistic. In
order to comply with the criterion of equity and efﬁciency, the entry value of
2. The EU15 countries are as follows: Austria, Belgium, Denmark, Finland, France, Germany, Greece,
Ireland, Italy, Luxembourg, the Netherlands, Portugal, Spain, Sweden and the United Kingdom.
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pensions should depend in a symmetric way on all, not only on the last few
service years.
The structure of the remainder of the article is as follows. The next section
discusses the adequacy and sustainability of the EU11 countries’ pension systems.
This is followed by analyses of the corresponding intra-generational and
intergenerational equity problems. We then investigate the often conﬂicting
issues of solidarity and efﬁciency and discuss less conspicuous design errors
before offering concluding thoughts.

Adequacy and sustainability

112

To comply with the requirement of adequacy, the pension system should provide a
living income to the overwhelming majority of the elderly. Tables 1a and 1b show
the relative median income of the elderly in EU11 countries and the poverty risk
rate at a poverty line deﬁned as 60 per cent of the equivalized median income.
As can be seen, some EU11 nations, Estonia and Latvia in particular, have rather
low relative elderly income. By contrast, in Hungary, Poland and Romania, the
elderly have had rather high relative income, which, at least in some of the years
observed, exceeded that of the median working-age person.
Cross-country differences in the at-risk-of-poverty rate, and its temporal
ﬂuctuation are also very large in the EU11 countries. Two groups can be
identiﬁed: Czech Republic, Hungary and Slovakia have an elderly poverty risk
rate well below 10 per cent. Elderly poverty risk rates in Poland and Slovenia also
tend to be below the regional average. By contrast, the minimalistic Baltic welfare
states, despite their relatively high GDP per capita during the period analysed,
appear to have difﬁculty addressing old-age poverty. The decline in elderly poverty
risk rates in the crisis years 2010–2013, when the income of the working-age
population dropped sharply, was only temporary and most likely due to the fall
in the overall median equivalized household income.3 Bulgaria and Croatia also
have an elderly poverty risk rate above the EU11 average, but as data from 2014
and 2015 show they still perform somewhat better than Estonia and Latvia.
A correlation analysis of the data in Table 1 suggests a strong and consistent
negative association between the relative median income of the elderly and
elderly poverty risk rates. Concentrating on data from 2015 alone, it should be
noted that owing to their very low at-risk-of-poverty rates, the Czech Republic
and Slovakia have been signiﬁcant “positive” outliers. By contrast, Lithuania and
3. Elderly poverty risk rates declined in the Baltic states during 2010–2013, when the working-age
population was confronted with record unemployment and hit by an unprecedented drop in income
that took place in 2009–2010. During this period, pensions were largely sheltered from cuts. As the
median income started rising and unemployment declined after 2013, elderly poverty risk rates
increased again.
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Table 1. The relative median income of the elderly and their at-risk-of-poverty rate
1a. Relative median income of the elderly1
2005

2006

2007

2008

2009

EU28
Bulgaria

0.81

0.80

0.70

0.67

Croatia

2010

2011

2012

2013

2014

2015

0.92

0.93

0.95

0.96

0.97

0.96

0.79

0.78

0.79

0.80

0.87

0.75

0.81

0.87

0.89

0.92

0.90

0.87

Czech Rep.

0.86

0.84

0.84

0.81

0.81

0.84

0.85

0.87

0.88

0.87

0.83

Estonia

0.74

0.71

0.67

0.64

0.68

0.74

0.77

0.73

0.70

0.64

0.64

Hungary

1.02

0.96

0.99

1.03

1.04

1.04

1.01

0.98

1.05

1.07

1.03

Latvia

0.76

0.67

0.66

0.58

0.60

0.79

0.87

0.81

0.79

0.75

0.68

Lithuania

0.82

0.76

0.71

0.72

0.75

0.95

0.92

0.80

0.81

0.79

0.76

Poland

1.11

1.09

Romania

1.07

0.99

0.93

0.95

0.96

0.98

1.00

1.01

1.00

0.80

0.89

0.99

1.02

1.07

1.09

1.11

1.10

1.07

Slovakia

0.89

0.88

0.84

0.81

0.85

0.87

0.89

0.85

0.92

0.93

0.95

Slovenia

0.89

0.87

0.89

0.88

0.88

0.89

0.88

0.89

0.89

0.91

0.90

2008

2009

2010

2011

2012

2013

2014

2015

15.3

15.5

14.6

14.1

14.0

14.5

28.7

27.8

25.6

25.6

20.8

29.0

27.5

27.2

24.2

22.0

22.6

25.2

2

1b. At-risk-of-poverty rate of the elderly
2005

2006

2007

EU28
Bulgaria

18.9

22.6

30.3

34.6

Croatia
Czech Rep.

4.5

5.4

4.9

6.7

7.1

6.4

6.5

6.1

5.6

6.5

7.3

Estonia

19.7

24.0

30.6

35.5

31.0

15.5

13.1

17.6

23.3

30.9

33.1

Hungary

6.4

9.1

5.9

4.4

4.9

4.8

6.1

7.7

5.9

6.2

6.8

Latvia

20.8

30.7

34.1

47.2

43.5

18.3

10.9

14.8

17.6

25.7

32.2

Lithuania

16.9

20.7

26.7

28.9

23.7

12.0

11.7

19.5

20.3

19.9

24.0

8.1

8.3

8.3

11.8

14.2

14.0

14.5

14.0

12.3

12.3

13.0

26.9

23.7

19.2

16.1

13.8

13.5

14.0

15.6

18.4

Poland
Romania
Slovakia

6.3

7.6

7.3

9.0

8.8

6.7

6.2

7.8

6.6

6.6

6.7

Slovenia

18.7

18.3

17.7

19.1

18.2

18.8

19.1

17.3

17.8

15.9

16.3

Notes: 1 calculated as the median income of aged 60+ cohorts to the median income of cohorts younger than age 60;
2
percentage of aged 60+ population.
Source: Eurostat [tespn060 and ilc_li02 series], retrieved on 20 May 2017.

International Social Security Review, Vol. 70, 2/2017
© 2017 International Social Security Association

113

Pension reforms in EU11 countries: An evaluation of post-socialist pension policies

114

Romania represent cases where, despite high relative median elderly income,
elderly poverty risk rates are still high.
In turn, sustainability is best judged by the contribution rate or by the ratio of
public pension expenditures to GDP. Although there are no clear-cut limits
identiﬁed in the literature, as a rule of thumb, a pension-to-GDP ratio above
15 per cent or a contribution rate above 25 per cent may be seen as excessive.4
Table 2 shows the share of old-age, disability and survivors’ pensions expenditure
as a percentage of GDP. Several EU11 countries spend over 10 per cent of their
GDP on pensions, although none of them has yet reached the 15 per cent threshold.
Before offering observations based on our analysis, it is important to note that
some countries have changed the content of the pension expenditure category
from one year to the next. Hungary, which saw its share in terms of GDP drop
from 10.8 per cent in 2011 to 9.4 per cent in 2012, is a case in point.5 Moreover,
given that the data in Table 2 refer to gross pension expenditure, differences in
the tax treatment of pensions may also hinder cross-country comparisons. For
instance, in Latvia, Poland and Romania, pensions are taxable income. By contrast,
in countries such as the Czech Republic, Hungary, Lithuania and Slovakia, they
constitute a net category (EC, 2015, p. 82; Rajevska, 2016). Leaving these
differences aside, the available data demonstrate that the level of pension
expenditure compared to GDP is steadily rising throughout the region. In the
period observed Croatia, Hungary, Poland and Slovenia have experienced several
years in which pension expenditures have exceeded 10 per cent of GDP. However,
other countries, especially Estonia, Latvia and Lithuania, have very limited
spending on pensions in comparison to the European average.6
Evaluating the long-term sustainability of the EU11 pension systems, there is
remarkable heterogeneity among the projected national pension-to-GDP ratios in
2060.7 In Slovenia, a combination of very limited downward adjustment in the
4. A breakdown of the total contribution rate into employee and employer rates modiﬁes this index. In
the majority of EU11 countries, the employee’s contribution rate has been much lower than the
employer’s rate (SSA and ISSA, 2016, pp. 23–28), inﬂating the relative importance of the latter’s
contribution rate in comparison with other nations, where the two rates are the same.
5. There was a cynical change to the Hungarian statistics from 2011 to 2012: transfers to disabled
persons were reclassiﬁed so that they do not fall into the category of pensions unless the person has
reached retirement age.
6. The analysis of Eurostat data on net social beneﬁts, a category that is narrower than social
expenditures, but allows us to account for possible cross-country heterogeneity in the treatment of
pensions for tax purposes, leads to very similar conclusions. Among the EU11 nations, Croatia,
Hungary, Poland and Slovenia devote the highest share of their GDP to net pension beneﬁts, while
the Baltic states spend the least on this budgetary item, relative to their GDP.
7. A comparison of Eurostat pension expenditure data for 2014 and the projections of the Ageing
Working Group of the European Commission for 2060 is hindered by methodological differences.
Therefore, the discussion of future pension expenditure presented in this paragraph relies solely on
the 2015 Ageing Report of the European Commission (EC, 2015).
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Table 2. Total public and old-age pension expenditure in % of GDP
2a. Total public pension expenditure in % of GDP
2005

2006

2007

EU28
Bulgaria

7.4

7.1

6.5

Croatia

2008

2009

2010

2011

2012

2013

2014

2060*

11.6

12.6

12.6

12.6

12.8

13.0

12.9

11.2

6.7

8.2

8.7

8.1

8.1

8.6

8.8

9.4

9.3

10.4

10.6

10.4

10.6

10.9

11.0

6.9

Czech Rep.

7.7

7.7

7.6

7.8

8.7

8.8

9.2

9.3

9.3

9.0

9.7

Estonia

5.8

5.9

5.7

6.9

8.9

8.7

7.8

7.6

7.6

7.6

6.3

Hungary

9.6

9.8

10.3

10.8

10.9

10.8

10.8

9.4

9.4

9.0

11.4

Latvia

6.0

5.7

4.9

5.7

8.3

10.1

8.7

8.3

8.2

7.9

4.6

Lithuania

6.5

6.3

6.5

7.3

9.5

8.4

7.6

7.6

7.2

7.0

7.5

Poland

12.6

12.4

11.5

11.5

12.2

11.8

11.3

11.5

11.9

11.8

10.7

Romania

6.2

6.0

6.4

7.5

9.2

9.3

9.1

8.7

8.3

8.2

8.1

Slovakia

7.3

7.2

7.1

7.0

8.3

8.2

8.1

8.3

8.4

8.7

10.2

Slovenia

10.2

10.1

9.6

9.5

10.7

11.0

11.2

11.4

11.7

11.2

15.3

2b. Public expenditure on old-age and early pensions in % of GDP
2005

2006

2007

2008

2009

EU28
Bulgaria

6.4

6.1

5.6

Croatia

2010

2011

2012

2013

2014

2060*

9.2

10.2

10.2

10.1

10.5

9.0

5.8

7.2

7.6

7.1

7.0

7.4

7.7

7.3

4.8

5.4

5.5

5.5

6.5

6.8

7.1

3.6

Czech Rep.

5.9

5.9

5.9

6.1

6.8

7.1

7.4

7.6

7.6

7.4

8.1

Estonia

5.1

5.1

4.9

6.0

7.6

7.5

6.6

6.4

6.4

6.4

5.4

Hungary

7.1

7.2

7.7

8.2

8.3

8.4

8.6

8.1

8.2

7.8

9.7

Latvia

5.3

4.9

4.3

4.9

7.3

9.0

7.7

7.3

7.3

7.0

4.1

Lithuania

5.2

5.0

5.1

5.8

7.6

6.8

6.1

6.1

5.9

5.7

5.9

Poland

9.1

9.1

8.4

8.7

9.5

8.9

8.4

8.7

9.0

9.0

9.3

Romania

5.2

5.0

5.5

6.3

7.9

8.0

7.9

7.6

7.4

7.4

6.9

Slovakia

5.7

5.5

5.4

5.3

6.5

6.4

6.2

6.4

6.6

6.8

7.9

Slovenia

8.9

7.8

7.5

7.4

8.4

8.8

9.0

9.3

9.6

9.4

12.8

Notes: If not stated otherwise, data refer to the share of early, old-age, survivors’ and disability pensions; *data for
2060 are projections by the European Commission and national authorities, and do not follow the methodology of
the Eurostat (EC, 2015).
Source: If not stated otherwise, data are from the Eurostat [spr_exp_pens series], retrieved on 20 May 2017; * EC
(2015).
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public system’s beneﬁt ratio and signiﬁcant demographic ageing are expected to
cause a 3.5 percentage-point increase in the ratio of gross pension expenditure
to GDP between 2013 and 2060. This is one of the highest projected increases
in the EU (EC, 2015, p. 78). By contrast, Croatia’s and Latvia’s public
pension-to-GDP ratios are expected to decrease between 2013 and 2060 by about
4 and 3 percentage points, respectively. The primary driver behind this is a decline
in the beneﬁt ratio in public pension schemes, which have been partially replaced
by mandatory funded systems in the two countries. This transformation from
public to private provision will not only impact the beneﬁts payable, but also the
contributions to be received by the public system.8
Table 3 shows the ratio of pension expenditures to general government revenue.
In several EU11 nations, pensions represent a transfer amounting to about a fourth
of government revenue. This is the case in Croatia, Romania and Slovenia, while
Poland’s pension expenditures have reached as much as 30 per cent of total
government revenue. Even if some of the EU11 nations have managed to keep
their spending at bay, it should be noted that the pension-to-revenue ratio has
been steadily increasing in the overwhelming majority of EU11 countries.
Exceptions include Hungary and Poland. Nevertheless, it should be noted that
according to Eurostat data on total government expenditure, Hungary’s ratio of
total government expenditure to GDP has been among the highest throughout
the entire period observed. As for Poland, its ratio of total pension expenditure
to government revenue has, by far, been the highest in the region.
In conclusion, while none of the countries investigated are operating a pension
system that is unaffordable in the short run, the data show that the pension-to-GDP
ratio and the ratio of pension expenditure to total government revenue are on
an increasing trajectory. However, larger relative public pension expenditures
have not led to a decline in the poverty risk rates among the elderly. The
average at-risk-of-poverty rate (Table 1b) of aged 60+ cohorts in EU11
countries grew between 2010 and 2015 from 15.3 per cent to 19.3 per cent.
The data thus indicate deteriorating sustainability and also less adequate
pensions over time.

Intra-generational and intergenerational equity
Intra-generational equity deserves attention both in pension ﬁnancing and in the
calculation of pension beneﬁts. The general rule for pension ﬁnancing should be
8. As of 2016, the split between the Latvian public and private mandatory pension systems is
14 per cent to 6 per cent of covered earnings. Membership in the private scheme is mandatory for
all workers born after 30 June 1971. In Croatia, members of the mandatory private system transfer
5 percentage points from the total pension contribution rate of 20 per cent into the private scheme.
The system is mandatory for those born after 1961 (SSA and ISSA, 2016).
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Table 3. Total and old-age pension expenditure, % of government revenue
3a. Total pension expenditure, % of government revenue

Bulgaria

2005

2006

2007

2008

2009

2010

2011

2012

2013

2014

19.4

19.7

16.7

17.3

23.3

26.2

25.6

23.7

23.1

24.0

22.3

24.9

25.7

25.5

25.3

25.5

25.6

Croatia
Czech Rep.

19.8

19.9

19.3

20.5

22.8

23.0

22.7

23.0

22.6

22.3

Estonia

16.7

16.0

15.5

18.7

20.2

21.4

20.2

19.4

19.7

19.5

Hungary

23.0

23.2

22.9

23.9

23.6

23.9

24.5

20.3

20.2

19.2

Latvia

17.7

16.1

14.8

17.1

24.1

27.9

24.2

22.7

22.7

21.9

Lithuania

19.2

18.5

18.9

20.9

26.5

23.9

22.6

23.0

21.9

20.4

Poland

31.2

30.3

27.8

28.4

32.5

30.6

28.9

29.4

30.8

30.3

Romania

19.1

18.1

18.1

22.5

29.3

28.3

26.8

25.8

24.9

24.6

Slovakia

19.8

20.4

20.6

20.3

22.9

23.7

22.2

22.7

21.8

22.2

Slovenia

23.3

23.5

22.8

22.3

25.2

25.3

25.8

25.5

25.8

25.2
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3b. Old-age and early pension expenditure, % of government revenue

Bulgaria

2005

2006

2007

2008

2009

2010

2011

2012

2013

2014

16.8

17.0

14.5

15.1

20.3

22.9

22.3

20.6

20.1

20.9

11.5

12.8

13.3

13.4

15.7

16.0

16.5

Croatia
Czech Rep.

15.5

15.3

15.0

16.1

18.1

18.3

18.4

18.8

18.6

18.4

Estonia

14.6

14.0

13.5

16.1

17.3

18.3

17.0

16.4

16.6

16.4

Hungary

16.8

17.1

17.0

18.1

18.1

18.7

19.4

17.5

17.5

16.7

Latvia

15.4

14.0

13.0

14.9

20.9

24.7

21.4

20.2

20.2

19.4

Lithuania

15.5

14.8

15.0

16.7

21.1

19.0

18.3

18.7

18.0

16.7

Poland

22.5

22.1

20.5

21.2

24.9

23.1

21.9

22.4

23.5

23.2

Romania

16.3

15.4

15.5

19.3

25.2

24.5

23.5

22.8

22.2

22.0

Slovakia

15.3

15.7

15.8

15.5

17.6

18.2

17.0

17.5

16.8

17.2

Slovenia

20.5

18.2

17.8

17.4

19.9

20.2

20.8

20.9

21.3

21.0

Source: Eurostat [spr_exp_pens and gov_10a_main series], data retrieved on 20 May 2017.

the proportionality of payroll taxes levied on covered earnings. In addition,
intra-generational equity in pension ﬁnancing also requires the assessment
not only of pension contributions, but also of taxation. A tax system that is
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stable and fair in the long run is a necessary condition for intra-generational equity
in social security.9
Turning from the basic principles outlined above to speciﬁc issues, intense
discussions revolve around social security contribution breaks for low-income
workers and disadvantaged jobseekers, as well as the treatment of very high
incomes through caps on covered earnings. A particularly high tax wedge on
labour income has been argued to decrease employment. Empirical evidence in
line with this statement has been produced using data from post-socialist
countries (Góra et al., 2006; Rutkowski and Walewski, 2007) as well as from
other political economic contexts (e.g. Bassanini and Duval, 2006). However,
the debate on the consequences of a high tax wedge on employment has
most commonly emphasized its negative impact on low-skilled workers, who
appear to be harder hit by the policy than their higher-educated counterparts.
Policy-makers have reacted by introducing speciﬁc exemptions from social
security contributions and income tax for low-income workers. A recent example
is Slovakia, which introduced social security contribution relief in 2013 for
employers hiring long-term unemployed for a relatively low wage (MLSAF,
2014). While any exceptions should be limited, their application in countries
with high social security contributions and a high unemployment rate appears
justiﬁed as a means of combatting unemployment among low-skilled workers.
The treatment of very high earnings also deserves attention. Currently, most
EU11 countries have a maximum amount of covered earnings for contribution
purposes deﬁned in their social security legislation. These caps vary greatly
across countries. They range from the relatively low level of 2.5 times the
national average wage in Poland to up to seven times the national average
wage in Slovakia. In several countries, the cap on contributions is combined
with a cap on the beneﬁt or the number of pension points a worker can earn
in a points system. For instance, Slovakia limits the number of pension points
to three per year. Slovenia has a maximum pension base used to calculate
beneﬁts of around EUR 3,100, while employees’ contributions have no
maximum earnings cap at all (SSA and ISSA, 2016). Estonia and, since 2013,
Hungary represent exceptions from this practice, as there is effectively no
maximum contribution base and no maximum pension deﬁned in the social
security legislation. Such arrangements may pose a challenge in the future, as

9. Each of the countries analysed uses payroll taxes – in other words, social security contributions – to
ﬁnance pensions, but the revenue collected through this channel is rarely sufﬁcient to cover pension
outlays. The social security deﬁcit is therefore covered from the general budget. Thus, the effective
pension contribution rate of workers, especially of those who carry a higher tax burden, be it through
personal income taxes (PIT) or other types of taxes, such as the value added tax (VAT), is higher
than their social security contributions alone.
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they lead to exorbitantly high pensions and signiﬁcant differences in pension
income among the elderly (Simonovits, 2015).
Turning from pension contributions and taxation to pension beneﬁts,
intra-generational equity requires the presence of a pension scheme that provides
reasonable beneﬁts even for workers whose contribution base was below average
throughout their career. In effect, most OECD countries have a pension system
where the replacement rate of low earners is somewhat greater than that of
higher earners. As Table 4 demonstrates, the EU11 countries constitute a very
heterogeneous group in this respect. On the one hand, the Czech Republic and
Croatia have a very redistributive public old-age pension system. In the Czech
Republic, past contributions have a very limited impact on the level of monthly
pensions. The Croatian system guarantees a minimum pension for each year of
service, thus increasing the beneﬁts of low-income workers. By contrast,
Bulgaria, Hungary, Poland and Romania represent cases where virtually no
income-related difference exists in prospective theoretical pension replacement
rates according to the rules applicable at present.
Considering tax wedges and prospective pension replacement rates together, the
Czech Republic has the most redistributive old-age social security and personal
income tax system. Slovakia and Slovenia have systems that link pensions more
closely to past earnings, allowing limited redistribution. However, in both
countries, the tax wedge on high-income workers is signiﬁcantly higher than on
their less well-paid counterparts. Hungary is an outlier, with no difference
among high- and low-income groups either in their tax wedge or prospective
pension replacement rates.
Given future uncertainties, assessing intergenerational equity is in many ways
more challenging than evaluating intra-generational equity. Generational
accounting, a method developed by Auerbach, Gokhale and Kotlikoff (1992),
which tries to quantify burden-sharing among generations, might be
particularly useful in determining whether a pension system complies with
the principle of intergenerational equity. Notwithstanding its shortcomings,
generational accounting can provide a meaningful yet by no means entirely
precise picture about intergenerational redistribution within various pension
systems. Due to its forward-looking nature, its most important application
lies in capturing the effect of reforms on the net burden of future
generations. Generational accounts in the EU11 were ﬁrst developed by
Gál, Simonovits and Tarcali (2001), who applied the method to the case
of Hungary.
Probably the simplest way of ensuring intergenerational pension equity is to ﬁx
the contribution rate and deﬁne pension beneﬁts through a notional deﬁned
contribution (NDC) system with an automatic adjustment of pensions
depending on average life expectancy. Nevertheless, as will be discussed in
International Social Security Review, Vol. 70, 2/2017
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Table 4. Tax wedge and prospective theoretical pension replacement rates in EU11
countries in 2015
4a. Tax wedge (income tax + social security contributions)
Comparison1

Percent of the average wage (AW)

120

50

100

167

EU28

20.66

29.52

34.69

1.68

Bulgaria

21.61

21.61

21.61

1.00

Croatia

21.90

29.08

34.36

1.57

Czech Rep.

15.47

23.29

26.42

1.71

Estonia

15.56

18.42

19.57

1.26

Hungary

34.50

34.50

34.50

1.00

Latvia

27.14

29.11

29.90

1.10

Lithuania

17.82

22.86

24.00

1.35

Poland

21.19

23.93

25.03

1.18

Romania

22.89

25.28

25.66

1.12

Slovakia

14.37

23.05

25.78

1.79

Slovenia

23.04

33.34

37.87

1.64

4b. Prospective theoretical old-age pension replacement rate
Comparison1

Percent of the average wage (AW)
50

100

150

EU28

80.7

70.9

66.4

0.82

Bulgaria

90.9 (84.2)

90.9 (84.2)

90.9 (84.2)

1.00

Croatia

177.3

117.8

92.2

0.52

Czech Rep.

93.1

63.8

51.9

0.56

Estonia

76.1

59.8

53.5

0.70

Hungary

89.6

89.6

89.6

1.00

Latvia

67.7

67.1

66.8

0.99

Lithuania

100.9

70.9

60.0

0.59

Poland

54.0

52.8

52.4

0.97

Romania

49.0 (46.5)

49.1 (46.5)

46.8 (44.7)

0.96

Slovakia

84.0

80.6

79.4

0.95

Slovenia

57.6

57.4

55.1

0.96

Notes: Tax wedge and replacement rate of above average earners expressed as a multiple of the tax wedge and
replacement rate of below-average earners; if different, female workers’ replacement rates are in parentheses.
1

Source: Replacement rate: OECD Pensions at a Glance dataset, tax wedge: Eurostat [earn_nt_taxrate series], data
retrieved on 21 May 2016.
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greater detail in the next section, such a system provides considerable space for
perverse redistribution due to income-related differences in life expectancy.
Another unwanted effect of having an NDC scheme is the dramatic projected
decline in replacement rates as the population ages. Gross prospective
replacement rates in the public NDC scheme in Latvia are expected to decline
from about 33 per cent in 2013 to 18 per cent in 2060 (EC, 2015). This decrease
is partly due to the shift from the publicly-run NDC to a mandatory private funded
scheme (see footnote 8). Projections of replacement rates in the Latvian mandatory
private funded system are not available. However, the total volume of beneﬁts from
this private pillar is expected to reach about 2.2 per cent of the country’s GDP by
2060. This will not sufﬁce to fully compensate for the decline in expenditure on
old-age and anticipated pensions in Latvia’s public scheme, which is projected to
drop by 2.8 per cent of GDP across the period until 2060 (EC, 2015). The average
replacement rate of beneﬁts in the Polish public pension system is projected to
drop from about 53 per cent to 29 per cent over the period 2013–2060, without
signiﬁcant additional income for the elderly expected to come from other schemes
(EC, 2015).10

Solidarity and efﬁciency
A pension system observes the principle of solidarity if it pays attention to the
interests of the poorer strata of the population. By contrast, the principle of
efﬁciency requires that the system achieves optimum given the social and
economic constraints. Creating a balance between solidarity and efﬁciency is
particularly important at a time when the main emphasis is put on retaining
older workers in the labour market, either through increasing the statutory
retirement age or other measures.
Almost every EU11 country allows pre- and post-statutory retirement. Most
commonly, the region’s pension systems provide a bonus for deferred retirement,
while early retirement triggers a malus (see SSA and ISSA, 2016). Hungary
represents an exception in two ways: as of 2011, every woman with at least
40 years of service can retire at any age with full beneﬁt. By contrast, women
with less than 40 years of service and men cannot retire before the statutory
retirement age, regardless of their personal circumstances. Both rules diverge
signiﬁcantly from common practice across the region. Their rigid application
might have costly consequences in individual cases, when early retirement would
be justiﬁable, because of health issues or low productivity (see Veen, 2008).
10. While the Polish pension system still includes a private fully-funded scheme of non-negligible size,
its importance has signiﬁcantly diminished since 2011. It is currently unclear what will remain of this
scheme in future years (see Naczyk and Domonkos, 2016).

International Social Security Review, Vol. 70, 2/2017
© 2017 International Social Security Association

121

Pension reforms in EU11 countries: An evaluation of post-socialist pension policies

122

Adjustments for pre- and post-statutory retirement in the EU11 generally
remain close to the actuarially fair level (see SSA and ISSA, 2016). For instance,
in Slovakia and Slovenia, as regards the length of the contribution period, a
person’s standard pension is cut by 0.5 per cent for a month of pre-statutory
retirement, and increased by 0.5 per cent for a month of post-statutory retirement.
However, based on arbitrary political decisions, some nations incentivize
post-statutory retirement by raising retirement beneﬁts more than the actuarially
fair increase. For example, in Estonia, elderly workers earn a 0.9 per cent
increase of their standard pension for each month worked beyond the statutory
retirement age, while a month of pre-statutory retirement leads to a cut of
0.4 per cent.
At ﬁrst approximation, an NDC scheme is a perfect solution also in this respect.
By deﬁnition, any additional year of service increases a worker’s non-ﬁnancial
pension wealth and decreases the number of years for which this wealth is to be
drawn, thus resulting in increased monthly pension instalments. However, with
the presence of income-related differences in life expectancy, complications in
such a set-up become obvious. Due to the actuarial adjustments derived from
changes in average life expectancy, and the very strong link between pensions and
past contributions, a typical NDC scheme is likely to subsidize the well-to-do,
healthier part of the population (see, for example, Diamond, 2002).
There is strong evidence in the literature that high-income workers tend to
outlive the general populace (e.g. Chetty et al., 2016). In addition, empirical
evidence also shows that longer-lived workers self-select into delayed
retirement, whereas shorter-lived individuals opt more often for early
retirement (Kühntopf and Tivig, 2012). A non-redistributive pension system
with standard actuarial adjustments cannot account for income-related
differences in life expectancy or adverse selection into early and late retirement.
Given these circumstances, neither efﬁciency nor solidarity will be achieved
under a pure NDC arrangement.
Instead of relying entirely on an (N)DC scheme, countries should
complement these with a guaranteed minimum pension, comparable to the ﬁrst
pillar proposed by the World Bank (1994) in its original concept of multi-pillar
pension systems. Such arrangements exist in Latvia and Poland, albeit on a
relatively modest level. More generous minimum pensions were introduced in
Slovakia in 2015. Importantly, access to a minimum guaranteed pension in the
case of Slovakia is limited to those with at least 30 years of service, which creates
an incentive to work and contribute (see SSA and ISSA, 2016). Finally, while
pre- and post-statutory retirement should be available to workers, policy-makers
should also partially account for adverse selection when deciding on the levels of
the bonus and malus, thus limiting the extent of perverse redistribution in the
pension system.
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Design errors in valorisation and indexation
We have already mentioned several big reforms, such as the spread of multi-pillar
systems, in the EU11. Few studies have analysed smaller and less visible, though still
relevant, problems of old-age social security systems. We call the wrong solutions
to these problems design errors. Nevertheless, an error to one observer may be an
achievement to another. In order to avoid this trap, following Simonovits (2014),
we consider any measure that is inconsistent and unsustainable in the long run
an error. In the context of the EU11, many of these imperfections in policies
have been linked to rules on the details of how pensions are increased. These
are often very complicated, and their exact consequences remain unforeseeable
to the layman. They provide an ideal tool for obfuscating austerity policies
(see Pierson, 1994).
We shall consider the indexation of existing pensions and the calculation
and valorisation of future pensions. First, errors in adjusting – mostly indexing –
pensions in payment have been very common across the region, Hungary being
one of the most illuminating examples for such practices: (a) arbitrary changes in
indexing carried out by several successive Hungarian governments in the mid
and late 1990s caused a gradual deterioration in the position of Hungarian
pensioners relative to workers (for details, Simonovits, 2003, pp. 59–62); (b) in
sharp contrast to this ﬁrst example, by repeatedly overestimating the consumer
price index between 2013 and 2015, the Hungarian government raised pensions
in payment by 8 per cent above the level required for the maintenance of their
purchasing power.
Bulgaria and Romania represent even more extreme cases, as indexation rules
have often been entirely disregarded by the incumbent government, which passed
pension increases and cuts by means of government decrees, leading to largely
unpredictable changes in pensioners’ income. As Adascalitei (2017) reports, the
replacement rate of Bulgarian pensions oscillated between 28 per cent and
44 per cent of net pre-retirement income throughout the 1990s. With the absence
of clear rules binding pension indexation to inﬂation, the purchasing power of
pensions declined rapidly in both nations throughout most of the 1990s.11 This
led to an erosion of trust in the social security system. The practice of arbitrary
indexation continued well into the late 2000s in the two countries, giving space
to occasional pension hikes. For instance, the point value in Romania’s
points system increased in 2007 and 2008 by about 50 per cent in total.
According to World Bank calculations, these pension hikes led to an immediate

11. In Bulgaria and Romania, the purchasing power of pensions declined between 1991 and 2000 by
about 50 per cent and 40 per cent, respectively (for details, see Adascalitei, 2017, p. 8).
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worsening of the country’s ﬁscal balance by about 2 per cent of GDP (Guven and
Florescu, 2008, p. 6).
Second, the design problems of calculating initial pensions also deserve
attention: (a) due to the originally short reference period in most of the EU11
countries, only the last few years’ earnings were taken into account when
calculating the entry value of beneﬁts. This favoured those workers with a steep
rise in their wage curve; (b) the relatively high cap on the contribution base, or
even a lack thereof, causes tensions, especially if such a policy is combined
with proportional pension beneﬁts. Very high earners, most commonly with
above-average longevity, will receive very high beneﬁts once they retire. Thus,
the policy not only creates signiﬁcant social differences among the elderly, but
it can also become a burden for the social security budget; (c) clumsy
progressivity, which refers to excessively complicated and often inconsistent
formulae for calculating the reference wage from average lifetime earnings. A
good example to illustrate this point is the Czech Republic public pension
system. The old-age pension beneﬁt is composed of a ﬂat-rate transfer of
approximately EUR 90 per month and an earnings-related component, which
is calculated in a complicated way from workers’ assessment bases, based on
four income brackets. The ﬁrst EUR 420 of the assessment base count fully
towards one’s pension, while earnings exceeding this level are weighted
downward (SSA and ISSA, 2016). As a last example, we mention (d) improper
valorisation, which occurs when the calculation of the lifetime average earnings
neglects the wage increases of the latest years. While this imperfection depressed
the rise in the real value of the initial pensions in the era of high inﬂation
during the ﬁrst transition years in the 1990s, it remained neutral to the real
value of beneﬁts once inﬂation decelerated. Of the EU11, this policy signiﬁcantly
inﬂuenced pensioners’ situations in Hungary, but the same problem occurs even
in advanced market economies, such as the United States.
Rules governing the valorisation of initial pensions are also susceptible to
signiﬁcant design errors. A particular case among these is attaching, fully or
partially, valorisation to the level of inﬂation. While in most EU11 countries,
valorisation depends on the development of the average wage, the inclusion of
inﬂation in the formula might be perceived as a useful way of gradually lowering
the replacement rate. Such an approach has been adopted by Croatia and
Romania. In Croatia, the valorisation of initial pensions has followed the Swiss
formula since 1999, whereby the increments depend to an equal degree on the
development of the average wage and inﬂation (Nestić and Rašić Bakarić, 2008;
EC, 2015). In Romania, across a run-up period from 2011 to 2030, changes in
the pension point value will depend on a mixture of inﬂation and wage increases.
From 2030 onwards, pensions will be valorised by the inﬂation rate only
(Zaman, 2010). These policies are not sustainable in the long run: in an economy
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with labour productivity growth, the inclusion of inﬂation in the valorisation
formula will inevitably cause the replacement rate to gradually converge to zero.
Sooner or later a re-examination of the rules adopted will have to take place.
Finally, as already implied, poor design is often closely linked to the excessively
complicated nature of certain aspects of social security legislation. Several of
the aforementioned design errors, such as the consequences of absent caps in the
Estonian and Hungarian systems, or inﬂation-based valorisation in Croatia and
Romania, will materialize only in the future, and in ways that the general public
might ﬁnd rather difﬁcult to evaluate. This complexity and opacity contributes to
the survival of such policies (Pierson, 1994; see also Ney, 2003). In addition,
inattention to the features of a poorly-designed system, whose guiding rules and
principles are haphazard and which in all likelihood will keep changing in an
arbitrary manner, may be considered rational due to the high costs of acquiring
and processing relevant information (Tutino, 2011). Yet, in the long run, such
inattention may lead to hardship in individual cases.

Conclusions
The EU11 countries differed greatly in how successfully they managed to reform
their economies and their pension systems after 1989. However, looking
at projected pension-to-GDP ratios, elderly poverty risk rates, as well as the
less conspicuous shortcomings of pension schemes presented in this study,
most countries have embarked on pension arrangements that are in need of
further reform.
Having evaluated the pension policies across the EU11, a number of
important trends can be identiﬁed: the region struggles with reconciling
adequacy and sustainability, as both the elderly at-risk-of-poverty rates and the
pensions-to-GDP ratio are rising. As for the more distant future, those nations
that may expect a drop in pension expenditure relative to their GDP may also
expect a signiﬁcant decline in replacement rates; this will be the main factor
enabling cost containment. Several EU11 nations have also struggled with
combining solidarity with efﬁciency. While the adoption of (N)DC schemes
might at ﬁrst glance seem a reasonable solution, a pure (N)DC arrangement
may result in signiﬁcant perverse redistribution in favour of the wealthier part of
the population.
Furthermore, observing the pension policy debates across the EU11 region,
many experts have over-emphasized the importance of the big questions, such as
the partial privatization of public pensions. In the meantime, they have paid little
or no attention to the subtler design errors within the region’s pension systems.
Practice shows that the latter can be as important as – or even more important
than – the former. Due to the complex but somewhat inconspicuous nature of
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these policy features, experts may largely overlook them until their consequences
gradually materialize. The lack of reliable data – a problem well-known to
analysts of Eastern Europe’s funded pension schemes (e.g. Altiparmakov, 2015) –
also contributes to the lack of knowledge about such reforms and their impacts.
However, given the ever tighter budget constraint facing EU11 pension schemes,
policy-makers will have to pay more attention to avoiding costly design errors in
the future. Future research should therefore evaluate strategies for improving the
availability of internationally-comparable data on old-age social security in
the EU11, especially on the size of net pension expenditure and the degree of
redistribution within the pension system.
While the present article has not sought to address the political economy of
pension reforms in the EU11 in greater depth, the role of vested interests is likely
an important part of the explanation for the survival of suboptimal policy
choices. The complexity of the regulatory framework renders pension
policy vulnerable to the inﬂuence of the well-informed few: trade unions, the
ﬁnancial services industry, narrow professions defending their special pensions.
Future research could analyse the role of vested interest in adopting and
maintaining unsustainable public pension policies. This would be a welcome
contribution to the existing body of literature, which has concentrated primarily
on the introduction of mandatory private accounts.
The road to more stable, efﬁcient and equitable pension systems in the EU11
entails addressing the policy omissions discussed in this article. While some
inefﬁciencies may be almost inevitable, several of those identiﬁed in this article,
such as errors in valorisation and indexation, can be avoided. The political and
technocratic elites of post-socialist Europe have now accumulated sufﬁcient
experience with regard to pension reforms. Accumulating a critical mass of political
will to learn from past mistakes should follow.
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This timely book analyses major developments associated with the process of European
integration, which may help to better understand the interactions between national inequality, the
Europeanization process and the growing disenchantment with the European Union (EU) institutions
and policies, notably the austerity policies to address the impact of the Great Recession, and the
EU’s sovereign debt crisis.
The authors attempt to identify the major factors at play in this process. They point to the fact
that up to the 1980s, the earlier crises that affected the European integration project mainly
concerned the relationship between sovereign nation-states and supra-national institutions and
policies, in which the liberal consensus enabled the deepening and enlargement of the EU. By
contrast, during the more recent crises, – notably surrounding the Maastricht Treaty (1993), the
European Constitutional Treaty (rejected by the French and Dutch referenda in 2005), the ﬁnancial,
economic and sovereign debt crisis that started in 2008, and the migration and refugee crisis since
2015 –, the relationship between European citizens and the promoters of further European
integration (both at national and European levels) has become central. In this context, they note
that EU-wide income inequality actually declined notably prior to 2008, driven by a strong process
of income convergence between European countries. But the situation had dramatically changed by
the 2008 crisis, as income inequalities, labour market segmentation, job precariousness and high
youth unemployment, were aggravated by the crisis and by the EU-imposed austerity policies.
These developments led to a rising disenchantment among citizens and political parties with
European integration, breeding populism, nationalism and protectionism, besides a centrifugal
movement towards exiting the EU. This means that the EU’s survival is now questioned and has to
evolve from a purely economic and ﬁnancial intergovernmental framework to include a social space,
given the impact of the increasing economic interdependencies, cross-border relations and networks
between EU citizens, whose living conditions are being affected by EU policies.
The authors therefore felt it necessary to broaden the dominant national framework of inequality
research by analysing European factors that shape income inequality, access to employment
opportunities and other social inequalities. The original contribution of this research project,
undertaken by six academics at the University of Oldenbourg1 (Germany), thus focuses on the various
components of the Europeanization of social inequalities and the sovereign debt crisis that appear to
have eroded citizens’ trust in the EU, the euro, and other Member States. But they note that European
citizens with more cross-border relations have better opportunities for coping with unemployment,
ﬁnancial difﬁculties and other life-course challenges. Such processes of horizontal Europeanization
1. Martin Heidenreich (ed.), Franziska Buttler, Cathrin Ingensiep, Sabine Israel, Jenny Preunkert and
Christian Reimann.
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combined with the impact of EU policies on national policies are indicative of the increasingly
transnational perceptions of social inequalities. And yet, they point out that, despite the disastrous
impact of the Great Recession and the sovereign debt crisis, the latter led to unprecedented
institutionalized solidarity and bailouts among EU Member States via the ﬁnancial stability
mechanisms.
The differing impact of the crisis on living conditions across countries – especially serious in
Southern Europe –- are illustrated by two indicators of household and individual unemployment and
deprivation, which also show different trajectories and interaction across group of countries (Nordic,
Continental, Eastern and Southern Europe). Moreover, as could be expected, the differing impact of
unemployment and deprivation on the European population also varies according to age, gender,
migration background and educational level, and these differing adverse impacts have been more
pronounced since the crisis. The authors thus posit a double dualization trend along territorial and
socio-demographic lines: on the one hand, after a decade of prosperity and convergence, the
eurozone crisis has increased the dualization of life chances, between Northern and Southern
European countries, between younger and older people, migrants and natives, male and female, as
well as high- and low-skilled employees. This double dualization is observed – beyond the two
aforementioned indicators – with regard to other facets of social inequality.
It is noteworthy that before the 2008 crisis, within-nation inequality continued to increase while
between-EU-Member States income inequality declined, but this diverging trend came to a halt by
the crisis, mainly as the ﬁve Western European bailout countries suffered from the withdrawal of big
EU capital inﬂows that accompanied their accession to the eurozone in 1999. While the postsocialist central and eastern European countries managed to successfully weather the storm. This
shows that income inequality is increasingly also inﬂuenced by European-level developments.
In this context, the authors turn to poverty and social exclusion, distinguishing between short-term
episodes of poverty that can mostly be overcome, and long-term persistent poverty, which has
long-lasting effects on the well-being, health and social relations of individuals, families and their
descendants. They point to the socio-demographic factors that inﬂuence the likelihood of being
temporarily or persistently poor, and at national factors that determine the risk of becoming and
remaining poor. These include, on the one hand, existing welfare policies, notably social protection
and unemployment beneﬁts, which have been reduced by several governments as a result of public
budget cuts in the wake of the crisis. On the other hand, they examine individual and household
characteristics, such as the level of education, skills and labour market attachment, which deﬁne the
earning capacity for most households. Looking at the national patterns of poverty types and
transition among them between 2008 and 2012, the authors note that high poverty rates are not
directly connected to high levels of long-term poor people. At the individual level, age is highly
relevant to the risk of becoming permanently poor. But contrary to current expectations that the
younger and older groups would be particularly exposed to poverty risks, it is the age group 25–54
that faces the highest risks. Younger and older people may suffer shorter poverty periods.
Unemployed and inactive people are particularly prone to longer poverty episodes. But over a
long-term perspective, employment does not protect against persistent poverty in a context of high
poverty incidence. Education plays an important role – with the group with the highest degree of
education being the least exposed to poverty risk. Education also contributes to keep households
above poverty level. Household structure is an important predictor of exposure to persistent poverty,
with families with children being at a slightly higher risk of becoming poor than childless
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households, and the former are more exposed to persistent poverty during economic downturns.
Income inequality also aggravates exposure to persistent poverty, which tends to intensify during
economic crises with higher pay inequality. Since higher social expenditure has shortened poverty
spells, the authors note that it can prevent persistent poverty.
Turning to the risks of unemployment during the eurozone crisis, the authors look at how its
distribution among social groups has changed by gender, age, education and occupation. These
changes relate to the factors that determine if the transition from employment is to short-term or
durable unemployment. These risks are associated with three different forms of labour market
segmentation – namely, (i) polarization which differentiates between good and bad jobs due to
institutional rules that impede mobility between different labour market segments – namely,
well-protected insiders versus less protected outsiders; (ii) dualization based on organizational
and occupational differences between qualiﬁed and less qualiﬁed employees and occupations, and
between permanent and temporary employment contracts; and (iii) marginalization that durably
excludes disadvantaged groups from the labour market not only on the basis of the distinction
between high- and low-skilled occupations, but concerns speciﬁc social groups on the basis of
factors other than achievement (e.g. gender, age, family status, migration status, education),
indicating a societal discrimination of the population at large. Arguably, this differential
treatment of a social group may also result from differing national institutions (viz. the
educational system, labour market policies, industrial relations, welfare systems, etc.). The
authors undertook an empirical analysis of these types of segmentation on the basis of
EU-SILC data for the years prior to and following the crisis (2005–2013). The results conﬁrm
that European labour markets are strongly and durably segmented, as illustrated by the
following characteristics: on the one hand, young, male and low-skilled employees commonly
are hired on temporary contracts to do simple tasks; migrants, single persons and single
parents face higher unemployment risks than nationals; while, on the other hand, adults with
children as well as older, female and highly-skilled employees beneﬁt from permanent
contracts and rewarding jobs. This segmentation was even stronger in the six EU countries
most affected by the crisis. Exposure to the risk of short-term versus long-term unemployment
differs among the various groups because the decisions to dismiss an employee and to recruit
an unemployed person follow different logics and are regulated in different ways. But the
evidence for the impact of institutional segmentation is not easy to interpret. Thus, for
example, female employees are less exposed than male employees to short-term
unemployment (STU), but are more exposed to long-term unemployment (LTU) than men.
Younger and older employees have divergent risk exposure – the latter are less exposed to
STU than to LTU, while the opposite is true for younger people. Temporary employees have
higher STU risk and lower LTU risk, while the opposite is true for permanent employees. But higher
employment rates and a smaller difference between employment protection for permanent and
temporary jobs reduce both the STU and LTU rates. However, the increasing differentiation
between educational and occupational skill groups shows a stronger labour market occupational
segmentation. And yet women now face lower unemployment risk, and their relative LTU risk has
declined during the crisis. The persisting labour market segmentation risks erode skills, motivation
and attachment to the labour market, thereby endangering social inclusion and economic growth,
especially in Southern and Eastern Europe. The authors therefore call for more inclusive policies
for disadvantaged groups, to safeguard the basis of European integration.
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Growing labour market segmentation has been associated with the rapid and long-term
expansion of temporary employment across all European countries since the 1970s, while the
share of full-time permanent jobs has decreased, creating a division between labour market
“insiders” and “outsiders”. The latter are concentrated among similar social groups that are
exposed to the likelihood of being only temporarily employed, namely, women, younger people,
low-skilled and migrants. This trend is linked to various factors, including stagnating job growth
and persistently high levels of unemployment across Europe, the deregulation of ﬁxed-term jobs to
facilitate job creation, but also to ensure that employers dispose of greater labour market ﬂexibility
to recruit and dismiss people to be competitive in a globalized world, and to enable them to meet
the EU global objective of making the common market the most competitive and dynamic
knowledge-based economy. The authors also note the increased labour market deregulation that
accompanied the launching of the European employment strategy has produced greater social
inequalities in the labour market.
The authors also examine how the ﬁnancial, economic and sovereign debt crises and the related
austerity measures affected women’s labour market attachment, employment and earnings. They point
out that during the crisis the shift towards more inclusive employment patterns for women continued,
while the gender gaps in employment and unemployment rates continued to shrink, especially in
Southern European countries, which prior to the crisis were characterized by the predominant
male-breadwinner model labour market. They attribute this positive development to women’s higher
qualiﬁcations (compared to men’s), working in the high-paying services sector (though often
part-time, in education, administration and social services), but this also coincides with growing
numbers of low-skilled women, working in atypical and low-paid jobs. Surprisingly, medium-skilled
women have worse employment opportunities than low-skilled women. Generally there is a clear
age bias in employment opportunities across the EU, where younger women are more likely to ﬁnd
a job than older women (except during the 2009–2010 EU slowdown), but with lower pay,
compared to the pay of the core age group. (The same age and pay bias is also noted for young
men.) Female re-employment opportunities are also higher across EU Member States, bar the six
crisis countries. Older women have much lower employment chances across all 28 EU Member
States. However, single women and adults without children have lower employment opportunities
(but not single parents) than couples with children. Single men (and the few male single parents)
have better employment opportunities than single women. However, unexpectedly, employment
opportunities for migrants are not worse than those of the native population, probably because they
are ready to accept all types of jobs and conditions. Unexpectedly, it is in manufacturing and
construction that women ﬁnd most easily a new job, rather than in the traditional service sectors
which have the highest share of female employees (public service, social and personal services),
which suffered from public expenditure cuts in the countries most affected by the crisis. Sectors
offering relatively better employment opportunities to women are agriculture, construction,
accommodation and professional services, compared to the share of female employees in these
sectors. The authors ﬁnd this development hard to explain, and wonder if this does not reﬂect a
high ﬂuctuation of female employees in manufacturing because of unattractive and stressful jobs.
Indeed, women who were ready to accept temporary and part-time jobs had much higher
employment opportunities, including the high-skilled. Moreover, women with small children are less
mobile and have to accept lower wages. The lowest wages prevail, for both men and women,
in trade, restaurants and hotels. The percentage of low-paid women is lower in transport,
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storage, communication and ﬁnancial services. The main explanation of the gender pay gap is the
high employment share of women in low paying jobs (i.e. trade and accommodation) and in
part-time jobs.
The rise in national as well as in inter-national inequalities is explained by globalization and the free
movement of goods, services, labour and capital, as well as by skill-biased technological change. The
massive regulatory integration and harmonization role of the EU led to convergence of living standards
across the region, but after the 2008 crisis, the negative effects of an incomplete monetary union
became obvious during the sovereign debt crisis, when eurozone governments, unable to devaluate
the non-existent national currency, had to race to the bottom in terms of wages and employment, to
comply with the EU-imposed austerity policies. This shows that social differences among individual
EU Member States are no longer assessed as disparities among unrelated social national social
spheres but in a common transnational social space and frames of reference and by conﬂict
between transnational social groups in relation to access to more or less advantageous social
position and resources. In this context, Europeanization serves as a reference for comparing
national patterns of inequality, by observing the impact of EU supranational policies and regulations,
e.g. the impact of the common market on economic growth and income regulations on the social
and income situation of the population, as well as the impact of the common currency and the
strengthened eurozone coordination of national policies on living standards. It may be recalled that
EU-wide policies already grant social rights to selected social groups (e.g. farmers, ﬁshery workers,
workers, women, students, and transnationally mobile EU citizens).
A major concern is that despite the current economic recovery in the EU, social gaps remain in
terms of social exclusion, poverty and unemployment and access to health coverage. These
challenge not only the well-being of the most affected people and countries, but also the future of
the EU project itself, as a result of the rising political protests and populist parties and their
nationalist and protectionist programmes. So this book offers useful food for thought to
policy-makers and social actors on the origins and outcomes of the EU integration process that
urgently need to be reformed.

Hedva Sarfati
Independent consultant on labour market and welfare reforms,
Geneva, Switzerland

International Social Security Review, Vol. 70, 2/2017
© 2017 International Social Security Association

133

CALL FOR PAPERS

Open call for papers

134

Triggered by a strategic realignment of the work programme of the International
Social Security Association that gives greater priority to core questions of the
administration of social security schemes, the editorial team of International
Social Security Review is launching an open call for high quality submissions of
interest to an international readership.
The core area of interest is for critical analytic research output that investigates
how social security administration, supported by the innovative use of ICT, can
strengthen coverage and improve beneﬁt adequacy in a sustainable manner.
With many national labour markets confronted by high levels of informality or
with increasing levels of precarity associated with a weakening of the traditional
employer/employee relationship, papers are sought that examine options to
transform social security institutional practices, ﬁnancing mechanisms and
beneﬁts delivery.
Authors are informed that there is no closing date for submissions.
Submitted papers should be addressed to the Editor at: issareview@ilo.org.

International Social Security Review, Vol. 70, 1/2017
© 2017 International Social Security Association

VOLUME 70 | NUMBER 2
APRIL– JUNE 2017

International
Social Security
Review

Electronic payment mechanisms in social security: Extending the reach
of benefit and contribution transactions
Paul Waller

3

Work/life balance policy in germany: promoting equal partnership in families
Willem Adema, Chris Clarke, Valerie Frey, Angela Greulich, Hyunsook Kim,
Pia Rattenhuber and Olivier Thévenon

31

The gender gap in pensions in latin america
Verónica Amarante, Maira Colacce and Pilar Manzi

57

Developing a compliance-based approach to address error, evasion and fraud
in social security systems
Luana Goveia and Anahí Sosa

87

Pension reforms in eu11 countries: an evaluation of post-socialist pension
policies
Stefan Domonkos and András Simonovits

109

Book review

129

Information for subscribers: International Social Security Review is published four times a year in
January, April, July and October. Subscription prices for 2017 are: Premium Institutional: £305 (UK),
€388 (Europe), US$509 (The Americas), US$215 (Developing World), US$593 (Rest of World);
Personal: £55 (UK), €80 (Europe, Euro zone), £55 (Europe, non-Euro zone), US$86 (The Americas),
£55 (Rest of World). Prices are exclusive of tax. Asia-Pacific GST, Canadian GST/HST and European
VAT will be applied at the appropriate rates. For more on current tax rates, please go to
www.wileyonlinelibrary.com/tax-vat. The price includes online access to the current and all online
back files to January 1st 2013, where available. For other pricing options, including access information
and terms and conditions, please visit www.wileyonlinelibrary.com/access.
Delivery Terms and Legal Title. Where the subscription price includes print issues and delivery is to
the recipient’s address, deli.very terms are Delivered at Place (DAP); the recipient is responsible for
paying any import duty or taxes. Title to all issues transfers FOB our shipping point, freight prepaid.
We will endeavour to fulfil claims for missing or damaged copies within six months of publication,
within our reasonable discretion and subject to availability.
Copyright and Copying: International Social Security Review © 2017 International Social Security
Association. All rights reserved. No part of this publication may be reproduced, stored or transmitted
in any form or by any means without the prior permission in writing from the copyright holder. Authorization to photocopy items for internal and personal use is granted by the copyright holder for libraries
and other users registered with their local Reproduction Rights Organisation (RRO), e.g. Copyright
Clearance Center (CCC), 222 Rosewood Drive, Danvers, MA 01923, USA (www.copyright.com),
provided the appropriate fee is paid directly to the RRO. This consent does not extend to other kinds
of copying such as copying for general distribution, for advertising and promotional purposes, for
republication, for creating new collective works or for resale. Permissions for such reuse can be obtained
using the RightsLink “Request Permissions” link on Wiley Online Library. Special requests should be
addressed to: permissions@wiley.com
Back issues: Single issues from current and recent volumes are available at the current single issue
price from cs-journals@wiley.com. Earlier issues may be obtained from Periodicals Service Company,
351 Fairview Avenue – Ste 300, Hudson, NY 12534, USA. Tel: +1 518 822-9300, Fax: +1 518 822-9305,
Email: psc@periodicals.com.
Journal Customer Services: For ordering information, claims and any enquiry concerning your journal
subscription please go to www.wileycustomerhelp.com/ask or contact your nearest office:
Americas: Email: cs-journals@wiley.com; Tel: +1 781 388 8598 or 1 800 835 6770 (toll free in the USA
& Canada).
Europe, Middle East and Africa: Email: cs-journals@wiley.com; Tel: +44 (0) 1865 778315
Asia Pacific: Email: cs-journals@wiley.com; Tel: +65 6511 8000
Japan: For Japanese speaking support, Email: cs-japan@wiley.com;
Visit our Online Customer Help available in 7 languages at www.wileycustomerhelp.com/ask
Abstracting and Indexing Services: ABI — INFORM (American Business Information); ASSIA
(Applied Social Sciences Index & Abstracts); AgeLine; CSA Worldwide Political Science Abstracts;
Environmental Sciences and Pollution Management; Health and Safety Science Abstracts; Insurance
Periodicals Index; Medical Care Research and Review; PAIS International in Print (Public Affairs
Information Service); Risk Abstracts; Russian Academy of Sciences Bibliographies; Social Services
Abstracts; Social Insurance Research Network; Social Work Abstracts.
View this journal online at wileyonlinelibrary.com/journal/issr
Printed in Singapore by C.O.S. Printers Pte Ltd.
Production Editor: Niño Nestor Raynes (email: nnaraynes@wiley.com)
Advertising: Joe Adams (email: jadams@wiley.com)
Wiley’s Corporate Citizenship initiative seeks to address the environmental, social, economic, and
ethical challenges faced in our business and which are important to our diverse stakeholder groups.
Since launching the initiative, we have focused on sharing our content with those in need, enhancing
community philanthropy, reducing our carbon impact, creating global guidelines and best practices
for paper use, establishing a vendor code of ethics, and engaging our colleagues and other stakeholders
in our efforts. Follow our progress at www.wiley.com/go/citizenship.
Wiley is a founding member of the UN-backed HINARI, AGORA, and OARE initiatives. They are
now collectively known as Research4Life, making online scientific content available free or at nominal
cost to researchers in developing countries. Please visit Wiley’s Content Access – Corporate Citizenship site: http://www.wiley.com/WileyCDA/Section/id-390082.html
Disclaimer: The Publisher, the International Social Security Association and Editors cannot be held
responsible for errors or any consequences arising from the use of information contained in this
journal; the views and opinions expressed do not necessarily reflect those of the Publisher, the
International Social Security Association and Editors, neither does the publication of advertisements
constitute any endorsement by the Publisher, the International Social Security Association and
Editors of the products advertised.
International Social Security Review accepts articles for Open Access publication. Please visit http://
olabout.wiley.com/WileyCDA/Section/id-828081.html for further information about OnlineOpen.
INTERNATIONAL SOCIAL SECURITY REVIEW (Print ISSN: 0020-871X; Online ISSN: 1468-246X),
is published four times a year in January, April, July and October. US mailing agent: Mercury Media
Processing, 1850 Elizabeth Avenue, Suite #C, Rahway, NJ 07065 USA. Periodical postage paid at
Rahway, NJ. Postmaster: Send all address changes to International Social Security Review, John Wiley
& Sons Inc., C/O The Sheridan Press, PO Box 465, Hanover, PA 17331 USA.

