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_The Nature of Social SeCﬁﬁty

* In the Developed countries, social security
N 1S a universal program to meet social-
- - economical risks, mainly ilinesses'and .
reduce/loss of incomes.

* Why it has not been voluntary or left to
. private/market mechanisms? |
* Why the more developed a country, the
more universal the social security?




Share pf Tax Revenue (% GDP), World

Country_éfoups {aoof ' Taxes on | Genera -
countries) and Per Tr"::’ Intermationa | Excise | Sales | si::’:’:;l
Capita Income [ Trade Tax y
Low-income (31) <3760 14.0 45 L6 | 27 | 11
Lower middle‘i(ifjﬁ) $7613,030 | 194 42 23 | 48 4.0
Upper middle (27)83,0319600 | 223 | 37 | 20 | 57 | s6
High-income (23) 9601 309 | 03 | 31 | 62 | 88
WHO-CMH, 2001 . :
" Indonesia, Lower middle, but share is < 1%
The Last Century
The fastest growing . = . ' In(‘;reasing ‘
urbanization and .
industrialization _ Pncerta_mty/ ‘
The fastest declining ~|1nsecurity
number of people of -1
depending on es ‘| sustainable
- Increase ageing, . INCOMmMeES tO .
Climate changes? meet basic
needs




Social S'lec::urity

« A public financing program to secure that
everybody in a country meets his/her basic needs
- Thc_e main interest is equity
— The market fails to solve equity problems
» Will:it be true or relevant for the future?

‘— There is growing concern over the public/government
failure/loss of opportunities

- Increasmg government social security expenditures

~ There is growing demand for privately-managed social
security

| :Some Facts: Growing SS
__ Expenditures -

 The US social insurance expenditures: --

— 1967: 15% of Federal expenditures

~ 2007: 44% of the Fed Exp (Krueger arid Meyer, 202)
* 12 European Countries: Social Protectxon

Expenditures, % GDP

- 1970: 19%

- 1997: 28.2%

~2007: 40%




| Social Insurance Spending, 1996
Country % GDP| = % Central| % Total
S, | Gov'tExp| Gov’tExp
Sweden 32.47 86.60 49.58
Germary 28.05 8291  49.44
Mexico. " | 136/ 882 6.39
Colombia { 661| - 4333 NA
UK | 1753 4313 33.77
USA O 1222] 5976 30.02
’ Japan - | . 250 19.44| 16.00
|Czech = 1189|3890 25.75
Krueger and Meyer. In Handbook of | Pubﬁc Econami.c, 2002:2328-2392

Early 3rd M_ille'nium:_ Will SS Changes?
The Public is Under-pressured

« The World Bank: Gov’t should provide
minimal level of social protection

) * The OECD: fund only basic education and
health care

» The International NGOs: substituting for
government services

» WTO: global market for private health,
education, and insurance services

Deacon. In Social Security in the New Global Village, 2002:25




Globalization and Employméht

+ Growihg number of migrant workers
— Higher uncertainty, more term-contract employments
— Various regulatory frameworks _
— National SS programs need adjustment
+ Increasing web/internet based trades. Contribution and
benefit determination
« Increasing gap: the richer—the poorer: tiering benefits
* Increasing pressures for privatization/market and
\ ' competition
» Advahte in information and communication technologies:
reducmg umt cost and expandmg coverage

Asia
* Huge variation!! .
~ The Smallest country (Brunei:

0.4 mil) to the Biggest Country
(China: 1,300 mil)

— The 13th Poorest GDP per capita
(Lao, US$ 375/ Int$1,759) to
- 11th richest country (Japan, US$
33,713/Int$ 27,967)

— Majority uninsured to long-been
Universally Covered (Japan)

» Wide variation, good to share




Issues in ASEAN +3: Poverty

Less 51 a day:

- 0% in Singapore, Brunei, and
Japan .

- 34%in Cambodla
Less 82 a day

-~ 0%in Singapore, Brunei, Korea,
and Japan

—  77.7% in Cambodia,
National poverty line, .
- 0%in Singapore, Brunei; Korea, -
ant Japan :
) - 50.9%in Vietnam , N
+ 800 million people live with
less $2 a day, vulnerable!!

Issues

+ The ASEAN—CI{INA higest
economic growth in the last ten
years,

* In 2003, (UNDP Data of 2006)

- 36.5% of d’ng countries’ pop
— 29.1% of the World pop
*» However,

- 40% of the d’ng countries GDP
(PFPP$)

~ 17% of the World GDP (PPP$),
* The region leads developing
counties, but huge gaps remain
compared to developed World,

- Pop GDP’




The%fPublic vs The Private Sector

. Publié has problems on ihter-country operations.
Private sector (large, MNC) could easily Cross
border, multi-national operatlons

. Publlc slowly respond to demand while prlvate
has high flexibility and

T Publif:‘ has problems with poor-performance _
employees “easy hiring but firing?”. Private has
better position on “hiring and firing”

Government
Failure

Managing Social Security
Market || |
Failure




What Should We Do?

| . EfﬁciencyH__) Efficacy/Quality
|

Chang_es'. Should |

* Respond to higher demand on quality of services (higher
net return) but maintain equity
* Allows inter-country delivery of benefits - o
~ + Improve public sector management, transparency, and
accountability :
. . - — Redefine basic benefits
* Incorporate private sector approaches:
- Private fund managers
— Some private choice-investment/services
— Contracting out management
- Performance based incentives -

—
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