World Developments and Trends in Social Security

A survey of developmenta in the soctal seeurity
systems of more than 125 countries from 1971 to
1975 found that most programs are undergoing
signaficant growth This patiern 3 reflected priv-
mariy by the adopton of aeddibwonal programs
and new provisions designed to raise benefit levels,
provide flexibiluly in retirement practiwces, erpand
coverage, and cope with demographic changes, in-
flationary trends, end growwng costs The new
measured tend to extend the role of social security
programe through providing a greater proportion
of the population with more comprehensive pro-
tection and szetiing higher benefit rates to replace
income lost because of old age, disability, sickness,
work ingury, unemployment, or death

SOCIAL SECURITY PROGRAMS 1n most
countries have undergone numerous changes and
revisions 1n recent years Many new provisions
are the result, directly or mdirectly, of nflation
that has posed new kinds of problems—particu-
larly in the adjustment of benefit levels The
push to fight off the effects of inflation has been
paralleled by social pressure for an 1unprovement
mn benefit packages, especially for the lower in-
come groups, under public programs Sharply
rising costs in the health imsurance area In many
countries have also led to the establishment of
national commissions to determine the causes of
the swift growth and to figure out what to do
by way of curbs In some countries these three
mterrelated factors—inflation, improving the ben-
efit package, and rising program expenditures—
have stirred up serious concern about how to
finance the added costs

Within the broader pattern sketched out above,
recent soctal security legislation—particularly
since 1971—has included significant developments
m seven areas, discussed below- Adjustment to
inflation, retirement age, health care benefits and
costs, sickness and disabihity benefits, constant
attendance allowances, means-tested benefits, and
coverage 1

* Office of Research and Statisties, Comparative Studies
Staff

1This survey 1s based largely on data from Social
Security Programs Throughout the World, 1975 (Re-
search Report No 44, 1976, Office of Research and Bta-
tistles, and on the 1971 and 1973 editions of the report
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~ ADJUSTMENT TO INFLATION

Thirty-three countries now use some kind of
“indexing” to keep up the level of past wage
credits and of benefits

General wage indew

Argentina Germany, Federal Republic
Austria Igrael
Bolivia Netherlands
Finland {(earnings- Spain
related pension) United Kingdom
France Uruguay
Minunum wage indew
Brazil
Malagasy Republic
Mexico
Price indew*
Belgium Lauxembourg
Canada New Zealand
Chile Norway®*
Colomha Portugal
Denmark Sweden
Ecuador Switzerland
El 8alvador United States
Finland (universal Upper Volta
pension) Yugoslavia
Ttaly Zaire
Japan

* With provigions for adjustment related to income from work

Several countries use an index to trigger a
review of benefit levels and base any adjustment
on both wages and prices Most developed systems
review various social and economic factors, mn
addition to wages and prices, in determinmg the
exact amount of adjustment

New procedures have been established recently
m 13 countries? At one time a mam am of
mdexing was to provide automatic adjustment to
price or wage wncreases The more conservative
approach had been to tie benefit increases to the
price index Now that prices are rising faster
than earnings, a growing trend has been toward
maintaining or introducing a process that calls
for a review of benefit levels when the national
index rises This review is usually made by an

' Canada, Colombla, Federal Republlec of Germany,
Israel, Japan, Luxembourg, Mexico, the Netherlands,
New Zealand, Portugal, 8pain, the United Kingdom, and
the Unlted States
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advisory council that recommends legislation
based on an analysis of index changes in relation
to such factors as the actuarial balance of the
social security fund and employment patterns
One country—Hungary—does not use an index
but adjusts benefit levels by a flat-rate benefit
increase of 2 percent a year

The acceleration of inflation mn the 1970°s has
forced many countries to examine the adequacy
of their indexmg systems 1n keeping up the value
of their benefits To tie benefit increases more
closely to wage or price rises, the periods between
adjustments and reviews have been shortened
The need to assess the impact on the economy of
the constantly growing inecreases has led many
countries to consider a whole range of economic
factors 1n werghing how much increase to allow.
As a result the adjustment process has become
less automatic 1n some systems

New provisions m six countries exemplify the
continumg movement toward the adoption of mn-
dexmng In Japan, under 1973 legislation, pension-
level adjustments are made automatically for
seamen, employee, and national pensions when a
5-percent change occurs in the consumer price
ndex over a period of a year or more A recent
provision 1n the United States also incorporates
an automatic approach based on changes in the
consumer price index Effective m 1975, that
provision replaces an ad hoc approach to pension
adjustments with an increase that corresponds
to a growth rate of 3 percent or more in the con-
sumer price index, unless Congress takes inter-
vening action

In Mexico, on the other hand, new provisions
call for periodic review instead of automatic
adjustment The reviews are designed to adjust
pension levels every 5 years, 1f the pension
amounts are equal to or less than the mmimum
wage (which reflects the cost of hiving) A vara-
tion of this semrautomatic approach 1s found in
the procedures of several European countries and
most recently adopted in Portugal, Spain, and the
United Kingdom According to new legislation in
these countries, changes will be based on the
deliberations of government officials or advisory
boards, which will issue findings on an annual
basis

Another evident trend 13 the tendency of the
mature systems to relate increases in the cost of
Living or 1n wages to benefit levels more closely
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by (1) reducing the time lag between reviews
of benefit adequacy and (2) reducing the time
lag between benefit increases and actual pay-
ments

Procedures 1n four countries are 1llustrative of
the move toward reduction of the intervals be-
tween reviews In Canada, automatic adjustment
of pension levels on the basis of changes 1n price
mdexes has recently been speeded up from an
annual to a quarterly review Canada also re-
moved a ceiling that had restricted annual in-
creases to a maximum of 2 percent In Luxem-
bourg, recent legislation shortens the process by
moving from an annual to a semiannual adjust-
ment 1f a 2 B-percent rise m the cost of living 18
determined by an advisory council The Nether-
lands also reviews the level of pensions on a
semiannual basis 1f there has been a substantial
fluctuation 1n the average wage Periodic reviews
m the United Kingdom have been accelerated
from a biennial to an annual procedure

Austria, Canada, and the Federal Republic of
Germany have recently cut the time lag between
mdex changes and increases mn pension levels
In Canada, the lag was reduced from 5 months
to 2 months by basing the cost-of-iving adjust-
ment on prices at the end of the first month of the
last quarter Adjustments had been made every
Apri], with payments reflecting price changes as
of the previous October, The new quarterly review
system allows for the reduced time lag as well
as for more frequent adjustiments In the other
two countries, adjustments were formerly deter-
mined 1n January of each year, with lags of 24—
314, years (Germany) and 2-3 years (Austria)
between the average wage calculation and actual
pension increases The process has been acceler-
ated 1n both countries to reduce this period by
makmg the adjustment on July 1 mstead of
waitmg until January 1 of the next year

Another mechanism increasingly bemg used to
reduce the mmpact of inflation on pension levels
18 revision of the benefit formula to base the
pension on fewer years Recently the number of
years used was dropped in Iraq from 5 years to
the last 3 years, and 1n Panama benefits are now
based on the highest § of the last 15 years mstead
of the highest 10 years Similar changes have
been made i Brazil

Several European countries use benefit formulas
based on recent earnmings, and that methodology



has spread to other areas Under new legislation
mn the Republic of the Congo, Peru, Portugal,
and Upper Volta, for example, benefit amounts
are now computed as a percentage of the highest
average wage In recent years Previously, these
countries based benefit levels on a percentage of
earnings times the years of contribution

Spam, m seeking to achieve higher benefit
levels, gave up the use of relatively low hypo-
thetical earnings and now uses actual earnings
m computing old-age, mvahdity, and survivors
benefits The new approach 1s based on a formula
of 25 percent of the average wage (the highest
2 of the last 7 years) in actual earnings The
replacement of the hypothetical average by actual
earnings resulted 1 an increase 1n benefit rates

The provisions used to mncrease benefit amounts
and add new programs have, mevitably, resulted
m higher costs Revenue aimed at covering these
additional expenditures has been acquired, m
most countries, by raising the payroll tax rate
and the amount of earnings subject to tazation
Since 1971 the payroll tax rate went up for one
or more social security programs 1n 51 countries
More taxes also became payable where the ceiling
amount was raised or elimimated m 43 countries
Financing through general revenue was intro-
duced for the first time 1n Chile, Egypt, Libya,
and Thailand where new government contribu-
tions were mstituted recently to help cover in-
creased expenditures for specific programs

RETIREMENT AGE

One of the notable trends shown by comparing
legislative changes m recent years 18 the lowering
of the retirement age Provisions of this type have
appeared, for example, in the Federal Republic
of Germany, Ireland, Mauritius, Norway, and
Uganda Age requirements have been lowered
for men 1n Egypt and Malta and for women in
Libya, Luxembourg, and Portugal Particularly
i the developed countries, people are hving
longer but, at the same time, want to or must
leave the labor force earher than in the past
As numerous studies have pointed out, such fac-
tors as improved nutrition, samtation, drugs, and
medical care contribute to added longevity®

* 8ee Alan Chase, The Buwological Imperatwes Health,

Politics, and Human Survival, Pelican Books, Inc, 1971,
page 360

Theoretically, workers who remain capable of
working might be expected to work longer The
general tendency, however, has been 1n the oppo-
site direction—toward retiring earlier This ten-
dency has been ascribed to such factors as exhaus-
tion at an earlier age because of the rapid pace
of modern mdustral hfe, mability or lack of
desire to keep up with more technical job require-
ments, and displacement from regular trades by
technological advances The higher amount of
old-age benefits 1n most countries may also have
led many still capable of work to retire earler
than they would have in past decades The number
of persons aged 65 and older who continue to
work has declined sharply since World War IT+*

As the number and proportion of older people
has been growing mn most developed societies,
the ratio of aged persons contmnuing in the labor
force has declined, especially in the United States
and Western Europe This development has been
accompanted m a number of countries by relaxa-
tion of the age requirements for old-age, inva-
Iidity, and survivors insurance Until the sixties,
most 1ndusirial countries awarded old-age pen-
sions at a fixed age, usually 65 or older, on the
basis of 15 to 30 years of insured employment
Those countries that did permit withdrawal from
the labor force before the “normal pensionable
age” usually did so with the provise that benefits
payable would be actuarially reduced below the
amount that would otherwise accrue to the in-
dividual at the normal pensionable age

Starting in the sixties, there has been marked
progress toward providing earlier retirement
opportunities under public social insurance plans
while mmimizing the financial sacrifice required
of the insured person Under several types or
combinations of arrangements now provided un-
der general public programs, described below, an
msured worker may withdraw from the labor
force and receive an early retirement benefit that
15 more liberal than the standard actuarially
reduced benefit

Early Retirement from Hazardous or Arduous
Employment

Earlier, the sole exception for a lower retire-
ment age had been for arduous, unhealthy, or

* United Natlons, United Nations Demographic Year-
hook, 1955, 1964, and 1972
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dangerous employment where experience shows
that, 'on the average, the working capacity of
persons employed for a number of years 1n such
occupations 1s diminished sooner than it 13 for
persons working mn other conditions Since 1971,
Cuba, Labya, and Peru have lowered the retire-
ment age by 5 years for workers in dangerous
employment The countries having provisions of
this type as of the end of 1975 are Listed 1 the
accompanying table

Provisions for Flexibility

In some systems, early retirement has been
made possible not necessarily by lowering the
statutory retirement age but by providing the
worker with a number of choices TUnder recent
“flexible” retirement provisions i the Federal
Republic of Germany, an ordmary worker no
longer must wait until he reaches a fixed ags,
many stop work several years earlier Such cases
require long service for eligibility (35 years) and
a retirement test that applies only to the worker
who chooses early retirement The worker also
has the option of drawing a full pension 1n the
earliest possible year oy continuing to work for
one or more years and earn specizl increments
for the eventual pension

Other countries have provided flexibility on the
basis of long service As the table shows, it was
achieved 1n some cases without regard to age
That 1s, if a worker has had the equivalent of a
career of normal length before electing to retire,
he can collect a full pension generally up to 5
years earher than the statutory retirement age
or, sometimes, at any age

The existence of such #provisions has spread
from 11 countries in 1961 to 21 1n 1975 Countries
permitting retirement at any age usually require
more years of service because of the anticipated
longer benefit period Those setting a minimum
retirement age below the regular statutory age
hold the view that some long-service employees
in nonhazardous occupations may for a variety
of personal, physical, or health reasons want to
retire early. They have fulfilled the prescribed
period of contnbutions and are therefore not
placing an undue burden on the financial struc-
ture of the funds

France has provided flexibility m a different
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manner That country does not have a statutory
retirement age but has long permitted workers
to collect a pension at age 60 Few did so because
the benefits at that age were relatively low. Most
workers preferred to continue in their jobs to
age 65 Benefits at age 60 have been mncreased for
long service, with the idea that more workers
can afford to stop working before they reach
age 65

Malta now provides for early retirement sub-
ject to an earmings test and for increments that
may be earned 1f work 1s continued beyond the
normal retirement age Entitlement 15 based on
3 years of contribution

Early Retirement for Ill Health and Partial
Disability

Provision for early retirement specifically for
reasons of health or prolonged 1llness that results
m partial disability has also been written into
an increasmg number of social security programs
around the world The deterioration of a work-
er’s health may not necessarily arise from the
hazards of his occupation or work, but failing
health and partial disability may keep him from
performing the job requirement of his customary
occupation Simce 1971, disabled workers m
Burundi, the Peoples Republic of Congo, France,
Peru, and Upper Volta are now entitled to a
retirement benefit 5 years earlier than otherwise
authorized In Zaire such benefits are now granted
1 year earlier. The accompanymg table shows
that provisions relating to health and disability
conditions for early retirement were operative in
18 countries m 1975, 11 countries had such pro-
vistons m 1971, and only two in 19€1,

Early Retirement for Involuntary Unemployment

A growmg number of countries, especially mn
Europe and Latin America, grant early retire-
ment to persons approaching retirement age who
have been involuntarily unemployed for a speci-
fied period of time The number of countries
with such provisions rose to 10 mn 1975, as hsted
n the table on early retirement provisions

This 1dea recognizes the fact that older work-
ers close to retirement age who are forced out
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of their regular employment find 1t increasmgly Early retirement permutted in this situation
difficult because of age, health, or physical exhaus-  1s usually 5 years m advance of normal retire-
tion to become reemployed ment, but Austria has made provision for 10 years

Countries with early retirement provisions, by type, bepinming of 1975

Maximum number of years before normal retirement age

Country Hazardous Based on Partial Involuntary | ‘With pen-
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occupation service ! ment ¥ reduced +
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t Figures in parentheses represent required yeara of contribution for men ? Universal pension
8 For workers in failing health, handicapped, unable to work, or prema- s Worker must have contributed for 25 years

"m{lf aged U For persond aged 60-85, required number pf contribution years redueed
 Workers at specified age who have been unempleyed for a period of time from 34 to 10 (including 1 in 1ast § years}

in 1ast year 1t Worker must have contributed for 5 yesrs or be aged 50 when firat
+ Actuarially reduced In relation to the period of retirement before normat covered

retirement age ¥ Worker must have contributed for 15 years
10 yoars in special cases 1 g years for salarfed workers, 15 years of contribution
¢ Data on number of years before normal retirement age not available 18 Worker must have contributed for about 10 years
1 For salaried women 1 Bonefit reduced if less than 40 years of contribution, benefit level subject
4 Beneflt reduced for each year before normal retirement age to maximum of 80 percent of former earmings
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approach 1n France provides early retirement for
unemployed persons where the required number
of contmbution years was reduced from 34 to 10
(mnecluding 1 1n the last 5 years) for those aged
6065 Other countries—Belgium, for example—
have bridged this gap by providing extended un-
employment benefits to workers aged 60 and over
until such time as the nsured worker reaches
normal retirement age

1n advance 1n special cases A somewhat different

Deferring Retirement

A few programs appear to be gomng 1n the
opposite direction—prolonging the period of
work This approach, of course, has the effect
of reducing expenditures by withholding or cut-
ting down benefit payments as well as by adding
revenue from payroll contributions In Japan an
effort 1s being made to defer actual retirement
for 5 years, since there 1s a lag between the
normal retirement age (men 55, women 50) and
the pensionable age (men 60, women 55). Since
1971 a number of countries, mcluding the Central
African Republie, Cyprus, El Salvador, Germany
(Federal Republic), Malta, Norway, Panama, and
the United States, mmitiated cash incentives for
wage earners who work beyond the statutory
retirement age

Most of these programs provide a straight
percentage increase 1n pension amount based on
specified periods of additional work time Under
new provisions i the Central African Republie,
for example, an 1ncrement of 5 percent a year
is paid to workers who defer retirement between
ages 55 and 60 In El Salvador, workers now
receive 3 percent of earnmgs for each additional
50 weeks of work beyond age 65 for men (60 for
women) Germany adds an extra amount to the
pension of workers who qualify for benefits at
age 63 for each month they continue to work from
age 65 to age 67 In Norway, workers who defer
retirement beyond age 67 receive an mcrement of
9 percent a year for each year up to age 70 A
1972 amendment m the United States ensures an
annual mcrement of 1 percent a year for each
year that a beneficiary does not receive benefits
because of earnings from age 65 to age 72 Using
a variation of the cash-merement formula,
Cyprus, Malta, and Panama now add an addi-
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tional benefit for a specified number of years of
contribution beyond the statutory retirement age

HEALTH CARE BENEFITS AND COSTS

The rapid rise 1n health care costs has become
an ncreasing concern in recent years, particu-
Jarly in the developed countries Significant
elements underlying this rise have been the ex-
pansion of health coverage under national social
security provisions imn the decades after World
War IT and, more recently, the steep increase
1 medical and hospital costs specifically

The number of national health programs stood
at 24 at the beginning of World War II; 1t rose
to 86 1 1949 and then to 65 1n 1967, The creation
of new programs has slackened smnce that time
By January 1975, the number stood at 70 The
most notable recent development 1s Australia’s
adoption of a universal health care system, effec-
tive July 1975

Progress has been made m extending social
security coverage for medical care in less devel-
oped countries, particularly in Latin America
Although for these countries the percentage of
the working population entitled to medical care
under social security programs remains low in
comparison with that for the industrial countries
of Europe and elsewhere, the proportion of the
population that 18 covered has grown rapidly
through the extension of the programs to new
geographic areas and through the addition of
new categories of workers In some countries,
meludmg Brazil, Colomhbia, Costa Rica, Panama,
and Peru, the percentage of the population en-
titled to medical care under the social security
program has been growing more rapidly than
the growth rate for the working population This
process has been accelerated 1n several countries—
Costa Riea, Haiti, and Panama, 1n particular—
through the blanketing-in of dependents of in-
sured persons already covered for health care
and hospitalization

Efforts to expand medical services mn the social
security programs have been complicated by the
steady rise in medical and pharmaceutical costs
and mflation Everywhere m the world, the cost
of medical care has been rismg more rapidly
than per capita income The advances m tech-
nology mnvolved 1 diagnosis and therapy require
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more elaborate equipment and a more skilled staff
to operate 1t Salaries of health workers have
moved upward as has the cost of prescription
drugs, laboratory tests, and hospital equipment

By the late 1960’s and early 1970’s the higher
cost of care was causing considerable concern
A number of countries established special com-
missions at the national level to identify the
specific factors m the skyrocketmng costs and to
recommend sanctions to be imposed, as well as
suggest additional sources of revenue Among
these countries were Austria, Australia, France,
Japan, and the United States These commissions
found no overall solution to the rismg cost prob-
lem, however Several countries did enact certain
provisions to tighten control over reimbursement
rates for medical services through the establish-
ment of fee schedules

In several countries, reorganization of the
national health care system has been carried out
(as 1n the Unmited Kingdom) o1 18 under national
study (as m Italy, Switzerland, and the United
States)., The search for additional sources of
revenue has produced proposals for mecreased
Government subsidies, channeling of special taxes
from other purposes to help finance health care,
and diversion of surpluses from another branch
of the social security program to help cover
health imsurance deficits In the operation of
hospitals and health centers, attention has been
directed toward inereasing efficiency both through
better traming for the techmical staffl and by
maximum use of paramedical personnel In coun-
tries operating under the free choice of doctor
and the fee-for-service principle, efforts to con-
tain rising costs of medical care have taken the
form of agreements negotiated between the social
gecurity institute and the representatives of the
medical profession through which the cost of
services 1s controlled, according to a fixed sched-
ule of fees

SICKNESS-DISABILITY BENEFITS

A few countries have taken steps to umify the
programs that cover those suffering a short-term
loss of mcome because of 1njury or 1llness® As a
result of historical developments, most of the

®Leif Haanes-Olsen, “Standardization of Short-Term
Benefits,” Social Security Bulleiwn, May 1975
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advanced countries have several concurrent -
surance programs n this area

1 Most of them pay cash slckness benefits to workers
who would otherwise lose their wages because of
{llnesses that are not jJob-comnected but nonetheless
prevent them from working The cash benefits are
normally fixed at some percentage of the regular
wage and are typically payahle for up to 26 weeks

2 The regular Invalidity program, which iy not
Job-related covers not only workers but also their
dependents

3 Workmen's compensation covers Job-related f{ll-
nesses and injuries

It should be pointed out that the interpreta-
tion of job-relatedness has become progressively
more liberal in many systems, and consequently
a junsdictional conflict sometimes occurs Usua-
ally the work-connected benefit payments are
higher than the others, and there 1s a tendency
to try to prove work-connectedness, often 1n
prolonged court cases These three programs are
normally adminstered by different agencies, on
the basis of different legislation and different
eriferia

The Netherlands m 1866 and Norway in 1971
merged benefits i this area, although n some-
what different ways The Netherlands law mn 1966
combimed mmto one the three social 1nsurance
measures designed to meet financial hardships
caused by incapacity for work and made benefits
for all three contingencies identical It 18 mter-
esting to note that Norway set up one level of
benefits for temporary 1llness and incapacity and
also ncluded unemployment, thus linking virtu-
ally every common cause of short-term loss of
wages More recently, Denmark brought together
under one agency the cash-sickness and temporary
work 1njury programs and made benefits the same
for beth

New Zealand also simplified its admimstration
of programs by setting up two interrelated “no
fault” accident compensation programs These
programs provide occupational-disease and 24-
hour accident coverage for the entire labor force
and complete motor-vehicle-accident coverage for
the entire population ¢

A matter of growing concern 13 the rising
cost of cash sickness benefits brought about by
an increase 1 absenteeism, as well as by higher
m Klrkpatrick, “No Fault Accident Compen-

sation in New Zealand,” Soecigl Security Bulletwn, Sep-
tember 1973, pages 25-29
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benefit rates and mmprovements 1n wages These
benefits are usually mcluded m the health care
program and have been a significant factor in the
upward trend of national health care expend-
tures In Austria, Ghana, and Irag, the Govern-
ment has recently sought to ease financial pres-
sures on the health msurance system by requiring
the employer to cover the full cost of a worker’s
cash sickness benefits durmg a specified period
(the first 4-10 weeks, 3 months, and 8 days of in-
capacity, respectively) In Belgium the employer’s
responsibility was recently broadened to require
payment of 100 percent of earnings for 30 days,
mstead of 80 percent of earnmngs for 7 days In
the Soviet Union, mcentive funds have been made
available at the local level for increased housing
and other social measures to be paid for from
any savings from the curtaillment in demand for
cash sickness benefits

CONSTANT ATTENDANCE ALLOWANCE

Several countries have introduced a “constant
attendance” supplement to disability benefits for
persons not covered by workmen’s compensation 7
This benefit 1s a cash allowance paid on behalf
of disabled beneficiaries who require the care
of a third person for a specified number of hours
n day The allowance's cut off 1f the recipient
becomes mstitutionalized The mtent 13 to permit
the disabled to have help and thus continue to
remain at home, thereby reducing the utihzation
of hospitals and nursing homes The cash amount
may be used to hire someone or to enable the
family to continue 1ts own care for the individual
by helpmg to meet the costs mvolved

The constant attendance supplement has become
a part of the disability programs of 49 countries
(25 m 1961) Nine countries have adopted some
form of the supplement smce 19718

MEANS-TESTED BENEFITS

The relaxation of age requirements discussed
earlier was aimed at getting pensions to certain
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persons at a time when they may need them most
—to those who are not able to continue working
and those who for various reasons do not want to
contiue on the job Persons in these groups can
at least qualify for a benefit In most countries
an additional group exists that is eligible for
only the statutory minimum—which, m general,
was not intended to serve as the sole source of
mecome and 18 not enough to live on—or for no
benefit at all For the two categories m this
last group, virtually all the developed countries
now provide means-tested benefits®

As the most recent survey of world trends in
social security programs shows, 26 countries have
means-tested benefits for the low-income aged
The recent pattern has been not so much the
creation of new programs, but rather the effort
to bring up the existing level of payments to a
mmimum that would permit recipients to get
along In some areas the mam advance has been
the umfication of existing programs at the na-
tronal level, like the programs for supplemental
security income m the United States and for a
“guaranteed 1ncome™ m Belgium

The means-tested programs have, in effect, been
a kind of catchall for the elderly poor, Some
countries origimally intended this type of payment
as a supplement for social security beneficiaries
only Large numbers of the aged were not eligible
for any form of regular pension, however, and
this situation evenutally led either to the crea-
tion of simlar means-tested programs especially
for such persons or to the extension or creation
of programs for all the needy elderly. In the
United Kingdom, for example, the cash payments
to the elderly poor are part of & national means-
tested program to cover all the needy

From the very first, the means-tested programs
encountered problems that in most instances have
not yet been solved The level of the cash pay-
ments were “too low” to live on, and usually no
provision was made for increases to keep up with
the rising cost of food, clothing, rent, and other
essential items In other words, the countries
were aware of the serious gap between the amount
of the payment (the mimmum social security
pension plus means-tested benefit or the means-
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tested benefit alone) and the amount really needed
even for subsistence

The mam problem that has prevented the
bridging of this gap is that the number of re-
cipients has generally been larger than expected
and the costs therefore higher Other problems
1n many of the programs have been the adminis-
trative complexities—the existence of multiple
programs, the enforcement of the means test, and
the treatment of regional varations, for example

The question arises as to the need for such
programs 1n the developed countries, where there
was virtually full employment for years and the
social security systems are very advanced The
answer 15 a complicated one Many workers came
to retirement age during a transitional phase i
which the socral security system was maturing,
and consequently they could not receive full bene-
fits Others did not have enough years of coverage
In addition, margmal groups—particularly those
mn agriculture and small-scale self-employment—
were provided coverage under the program at a
very recent date

The mam obstacle to bringimng the means-tested
benefits up to a subsistence level has, of course,
been the cost involved The number of recipients
of the means-tested benefits may be as high as
one-third or more of all old-age pensioners Ex-
penditures for these benefits may be as high as
25 percent of the amount spent on regular old-age
pensions To increase benefit amounts sigmifi-
cantly for so many persons means the developing
of new sources of revenue This has not been an
eagy task, since the tax level 1s already high 1n
many countries and competing programs—in the
health care area, particularly—also require added
revenue Because of the recognized need and
despite the financing problems, the level of means-
tested benefits has, however, risen considerably—
m a number of cases more rapidly than the
regular old-age benefits or the national price or
wage mdexes

Other alternatives have been sought, such as
the establishment of a special mmimum old-age
benefit mtended to help those who have qualified
for only a very low pension Thus step was taken
in the United States and m the Federal Republic
of Germany, effective 1 1973 Other specific

legislation has mecluded the kind of action taken
m the United Kingdom—setting up a special
minimum for persons aged 80 and over, caleulated
much Iike the new mimimum m the United States

Belgium imntroduced a guaranteed income for
the aged and the disabled, beginning 1 1969
Discussions of related programs are m progress
imn a number of countries, notably the United
Kingdom (on negative income tax) and Israel
{on umfied national income mamtenance)

COVERAGE

Added groups of persons are bemng covered
under social security programs, particularly in
many less developed systems where coverage pri-
marily applies to mdustrial workers mn factories
with a required number of employees Smee 1971,
more 1ndustrial workers were brought under
mandatory coverage for old-age, mnvalhdity, and
survivors benefits in India, Iraq, and Iabya and
for work-injury protection 1in the Philippines
Coverage 13 also being expanded from urban areas
to rural sectors in a2 number of South American
and Asian countries

In the more developed systems, where nearly
all workers come under the social security pro-
grams, coverage 1s being expanded for special
groups Persons not reached by compulsory cov-
erage because they do not work—housewives 1n
the Federal Republic of Germany, for example—
or those mn the United Kingdom excluded because
their earnings are below an established minimum
may now be covered on a voluntary basis

Women have also benefited from recently ex-
panded matermity coverage in several countries
where cash payments are now bemg made to
women who care for a sick child or adopt a child
under a specified age such as mn Israel In Sweden,
maternity benefits are now payable to fathers who
stay home to care for newborn children while the
mother returns to work Divorced wives and
deserted mothers were rtecently covered as
“widows” and entitled to full benefits as survivors
in Austraha, Ireland, and the Federal Republic
of Germany.
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