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1. Background 
Following the vision established at the World Summit for Social Development in 
Copenhagen 1995, social integration, poverty eradication and full employment and 
decent work for all are the three pillars supporting a “society for all.”  Nearly fifteen 
years after the Copenhagen declaration, the international community has to be 
reminded of these goals in times of uncertainty about the future, continuous patterns 
of social exclusion and inequalities, and a global crisis that threatens to wipe out a 
considerable part of the (admittedly uneven) progress in poverty reduction that had 
been achieved during the last years. As DESA states in the briefing note for this 
meeting, in spite of many convincing arguments, the concept of “social integration” 
has not been well understood nor effectively operationalized. Social integration is a 
very broad term and open to different interpretations. It is important to stress that the 
Social Summit uses the concept of “social integration” emphasizing participation, 
inclusion based on diversity and social justice as opposed to approaches seeing 
integration as assimilation, coercive perpetuation of a repressive social order or 
integration into an unsustainable pattern of development in economic or ecological 
terms (UN, 2007; UNRISD, 1994). 
 
The call for greater social integration during the Social Summit was widely regarded 
as a response to what already 15 years ago was interpreted as the short-comings of the 
neoliberal model: the failure to generate employment-intensive growth paths, more 
equal living conditions for all and less poverty. Since then, most countries have 
integrated even more deeply into the world economy, but they are still struggling to 
cope with processes of social disintegration and increasing inequalities. Too many 
people and in particular vulnerable groups such as the rural population, children and 
youth, disabled and elderly people, indigenous people and ethnic minorities, women 
and migrant workers are excluded in one way or another from participating fully in 
social, economic, political or cultural terms in the societies where they live. In many 
countries, it does not even seem to make sense to speak of affected vulnerable groups, 
as the majority of the population lives in poverty and without access to social 
protection, social services, decent work and decision making. In order to achieve 
social development that is socially inclusive, economically sustainable and 
democratically anchored, social integration needs to be considered both as a process 
and an objective (UN, 2007). In this sense, policies towards greater social integration 
should not only be evaluated with regard to outcomes, but also taking into account the 
policy process and how different stakeholders, especially those with less resources 
and power, actually shape the decision-making process and results. 
 
In this paper, we will analyze the role of social policy for social integration, both in 
normative terms and by discussing some selected instruments and country examples. 
Social policy can be a powerful instrument to foster more cohesive societies, but it 
has to be supported by a pattern of development, a political context and a global 
system which are conducive to social development and the realization of all human 
rights. 
 
When we look at social policy through the lens of social integration, we seek to 
evaluate policies on their potential “…to promote a kind of integration which favours 
the creation of a more just and equitable society” (UNRISD, 1994). As the country 
examples will show, social policy that is based on universal interventions and 
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following a rights-based approach is more likely to achieve the kind of integration we 
are striving for.  
 
2. Basic principles in social policy: the case for universalism 
Social policy is broadly understood as state intervention that affects social welfare, 
social institutions and social relations (UNRISD, 2005). Key social policy instruments 
are social protection programmes such as social insurance and social assistance, social 
service provisioning (health, education, care services, water and sanitation, housing, 
services for the rural sector etc.) as well as labour market policies. 
 
One major approach to achieve sustained improvements in social development and 
social integration is the universal provisioning of social protection and social services. 
This contrasts with an approach targeting public resources on segments of the 
population deemed poor, vulnerable or needy while considering market and private 
provisioning as the appropriate instrument for most people. 
 
Universalism is grounded in the tradition of human rights of which economic and 
social rights form an inseparable part since their incorporation, alongside civil and 
political liberties, in the Universal Declaration of Human Rights.2 Social protection is 
advocated as a universal right to be granted by the state to its citizens and, to a certain 
extent, its residents. Universalism emphasizes the solidarity principle and the notion 
of social citizenship. It fosters social cohesion and coalition building between classes, 
groups and generations, and therefore works against different types of vertical and 
horizontal divisions in society. If financed progressively, universal social protection 
can also have a very high redistributive impact. Such an approach to social protection 
is mainly about the responsibility and duty of the state to guarantee the protection of 
social rights.  
 
Other approaches to social policy which became increasingly popular in the 
Washington Consensus era are associated with residual views of the role of public 
intervention in social welfare; accordingly, states should step in only as a last resort, 
when individual, collective or market responses are inefficient or insufficient. In the 
World Bank’s “social risk management” framework,3 for instance, the emphasis is 
placed on a combination of modular approaches to social protection, with households, 
communities and markets as the primary providers. Whereas the state is primordially 
responsible for a healthy macroeconomic environment and good governance in 
general, direct public support is only acknowledged in the form of targeted social 
assistance for the neediest groups, alleviating their vulnerability mainly in times of 
crisis or catastrophic events. Redistribution and solidarity are not considered key 
elements in the strategy to build peoples’ abilities to ‘climb out of poverty,’ but rather 
as collateral outcomes of good social protection programmes.  
 
In this type of approach, targeting of public resources on groups deemed needy is 
advocated as the guiding principle for social policy. Here the concern is more with 
containing social expenditure, with social policy being conceived as a residual 
instrument to correct some of the negative outcomes of macroeconomic policies and 
structural adjustment.4  However, there is increasing evidence that targeting on the 
                                                 
2 UN (1948). 
3 World Bank (2001). 
4 Mkandawire (2005). 
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basis of income is problematic as it entails high administrative costs, significant 
leakages and substantial undercoverage, while creating stigma on the beneficiaries. It 
tends to foster segmentation of social programmes and separation of middle and 
higher classes from the poorer strata. This type of targeting can be especially 
problematic in contexts where informality and poverty are widespread and where 
weak governance structures and low technical competencies are the rule. By de-
linking the right to social protection and social provisioning from citizenship, targeted 
schemes enhance the discretionary power of authorities, especially at the local level, 
to assign benefits and services. 
 
The superiority of the universal approach is mainly found in its lower administrative 
requirements and costs and in its positive impact on social relations and social 
integration within society. A universal rights-based approach emphasizes the linkages 
between economic, political and civil empowerment, grounding social policy’s 
inseparability from the core principles defining human dignity, long asserted within 
the UN context. This, in turn, helps to support the social, economic and political 
sustainability of universal and inclusive social policy schemes. 
 
When it comes to applying these principles as administrative methods for the delivery 
of social policy programmes, the line between universalism and targeting becomes 
often blurred. 5  Social services, such as health and education, typically represent 
universal policies in many countries, while social protection schemes tend to involve 
some form of categorical targeting or, put differently, group-based universalism. 
Social insurance is mostly limited to workers, as it is based on the ability to contribute 
in order to receive support when needed. Social assistance programmes such as child 
benefits or basic pensions are not universal, as they target certain citizen categories. 
Even measures regulating minimum standards for decent work are not universal as 
they are not applied to the informal economy. However, in the sense that these 
benefits are not based on means testing or conditionality providing coverage across 
different income groups, they can be defined as universalistic measures. 6  Social 
insurance and tax-financed group schemes are therefore considered steps in the 
progressive realization of the right to social security. 
 
Admittedly, universalism strictly interpreted may ignore structural inequalities based 
on individual or collective characteristics (gender, disability, ethnicity, population in 
remote or rural areas), actually impeding individuals or groups to benefit adequately 
from a universal policy. Some degree of affirmative action may therefore be 
necessary to reach the goal of universal coverage of social protection. In this sense, 
targeted initiatives can be useful complements to universal programmes rather than 
substitutes for them. 
 
3.1. Social Protection: Extension of coverage in social insurance 
Social protection policies and programmes are core components of social policy and 
they are also closely linked to labour markets. Social insurance refers to employment-
related programmes financed from employers’ and workers’ contributions related to 
earnings. As contributory insurance programmes linked to formal employment 
exclude those who are unable to work or outside gainful or formal employment (for 

                                                 
5 Von Oorschot (2002). 
6 Townsend (2007). 
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example disabled, unpaid care providers or workers in the informal economy), social 
assistance provides transfers to those who are considered eligible by society, either on 
the basis of their income, their vulnerable status or their citizenship right; it is usually 
financed through general taxation and external resources. 
 
Social protection—which encompasses both social insurance and social assistance-- 
aims at preventing, managing and overcoming situations that adversely impact 
people’s wellbeing and living standards, therefore aiming at a high level of social 
integration and low levels of poverty. It helps individuals and households to maintain 
their living standard, when confronted with contingencies such as sickness, maternity, 
invalidity or old age, market risks—like unemployment or low incomes—as well as 
economic crises or natural disasters. Most importantly, for developing countries, it 
can lift people out of poverty, allowing them to live a more dignified life, providing 
access to basic resources such as nutrition, health, education and housing.7  
 
Social policies have the potential to foster social integration and to create a more just 
and equitable society. Not all policies, however, have a positive impact on social 
cohesion nor do they promote the kind of integration we are looking for. 
 
Social insurance tends to perpetuate labour market inequalities (also in gender or 
racial terms), as it is earnings-related and can result in fragmented systems that 
exclude the majority of the population. However, measures can be taken to expand 
coverage and reach quasi-universalism; to unify rules and schemes (so risk is shared 
among a greater and more diversified group of citizens); and to enhance the 
solidarity/redistributive element of an insurance scheme (for example through a 
guaranteed minimum pension for every citizen, gender-friendly redistribution etc.) 
 
Positive policy examples in the extension of formal social insurance schemes are 
numerous; they include specific measures for difficult-to-cover groups such as 
mandatory legal coverage, public awareness campaigns, regulation and supervision of 
compliance of contribution payments (by employers, employees and self-employed), 
subsidies for low-income groups and special incentives to join insurance programmes 
such as free additional benefits (e.g. family allowances, free health insurance or 
scholarships) or coverage of dependents without additional costs. Moreover, most 
countries not only aim at extension of coverage, but also strive to harmonize and 
unify fragmented systems in order to lower costs and increase equity and integration. 

• In Costa Rica, a strong commitment to universal provision of education and 
health and continuous efforts to increase coverage of contribution-financed 
social insurance programmes through mandatory affiliation of self-employed 
and state subsidies for contribution payments of difficult-to-cover groups 
(self-employed, peasants, domestic workers) have resulted in high coverage 
rates if compared to average performance in the region. High expenditure on 
social assistance (5.6% of GDP in 2006), financed through progressive payroll 
taxes complement contribution-financed programmes. 

• In China, economic liberalization and privatization has led to a rapid decline 
in the strength and coverage of social insurance based around productive units, 
and an equally rapid rise in social assistance through the Minimum Living 
Standards Scheme (Chen and Barrientos, 2006). This social assistance scheme 

                                                 
7 Kannan (2004). 
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which was introduced in the 1990s for urban areas has recently been extended 
to the rural population with around 16 million rural beneficiaries covered in 
2006 (Oi, 2008). Another social policy reform in rural China has been the 
introduction of cooperative health insurance schemes with central and local 
governments paying two-thirds of the contribution rate for farmers. However, 
there are rising concerns about the increasing vulnerability of rural dwellers 
and the large number of internal migrants moving from the countryside to the 
urban centres lacking sufficient social protection. 

• Coverage extension in pension insurance in the MENA region: Algeria and 
Tunisia have invested in public awareness campaigns to encourage people to 
enroll in social insurance programmes; they have strengthened their 
monitoring capacities and they have introduced additional benefits for those 
who join the formal pension programme, such as health benefits (also for self-
employed) and family allowances. Libya includes migrant workers in social 
insurance, covers the self-employed on a mandatory basis and provides free 
medical treatment, maternity pay and family allowances for contributors in the 
public pension scheme. Jordan has reformed its public pension fund aiming at 
more equity and financial sustainability: the previously existing schemes for 
civil servants and the military are phased out and will be integrated into the 
general programme (Löwe, 2009). 

 
 
3.2. Social Protection: Filling the gaps, reaching the poor: social assistance 
Because of its disconnection from formal labour relationships and previous 
contributions, social assistance has been used as a means of extending social 
protection to sectors of the population traditionally excluded from statutory 
contributory social insurance either because of their informal employment status, their 
inability to participate in paid work or their low incomes. Although social assistance 
contributes to greater social integration by extending social protection and other 
services to previously excluded, the fact that recipients of social assistance have not 
acquired rights through contribution payments sometimes may create the appearance 
that they are receiving something for nothing; 8  claimants are thus perceived as 
dependents on government hand-outs, justifying authorities’ discretionary handling of 
these benefits as well as interventions to regulate recipients’ behaviour, all of which 
are questionable practices if seen from rights-based approach. From a perspective of 
social integration, careful attention has to be paid in terms of the processes and 
principles that underpin the design and implementation of social assistance 
programmes, participation of beneficiaries in these and monitoring of programmes as 
well as the potential of these interventions to serve as an instrument for social 
inclusion without creating new fragmentations or stratifications while neglecting 
long-term solutions with regard to income and employment generation. 
 
3.2.1. Conditional Cash Transfers (CCTs) 
Conditional cash transfers combine targeted monetary social assistance payments with 
behavioural requirements, usually in terms of regular health check-ups or school 
attendance of children, that have to be fulfilled by beneficiaries and which are 
monitored. The aim is to combine cash transfers with investments in human capital to 
contribute to long-term poverty reduction goals. 

                                                 
8 Fraser and Gordon (1994). 
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Since the return to democracy, Brazil has implemented market-oriented reforms, 
while paying tribute to a previously neglected social agenda, emphasizing social 
justice and citizenship rights as enshrined in the new democratic constitution of 1988. 
The well-known conditional cash transfer programme Bolsa Familia provides a 
monthly transfer to poor households with children up to 15 years of age or pregnant 
women and a monthly transfer to extremely poor households regardless of their 
composition. Despite the targeted approach adopted and a lack of more structural 
interventions to provide employment opportunities and long-term solutions to poverty, 
the programme shows that 40 million people can be reached through this type of 
social assistance, visibly affecting redistribution and poverty.9  A second big CCT 
programme is the Mexican Progresa/Oportunidades programme, which caters for 5 
million households (3.5 million rural households), spending 0.4% of GDP and 
providing a range of benefits to receiving households for education, nutrition, 
pensions, energy and food and support of youth. Both programmes are constantly 
developed, are closely monitored and evaluated and have evolved as a role model for 
CCTs worldwide. 
 
Numerous CCT programmes have been implemented in Latin America and beyond 
(especially in Asia, e.g. Indonesia, Philippines, less so in SSA), with considerable 
differences in design, scope and institutional characteristics. It is important to note 
that sufficient supply of quality social services is a precondition for these programmes 
to avoid imposing additional costs on beneficiaries in their efforts to comply with 
conditions. 
 
3.2.2. Social Pensions 
Social pensions are successful in reducing poverty among older people by sustaining 
consumption and also providing resources to be invested in small economic activities. 
As they are targeted to elderly and retired, they do not entail the disincentives to 
participate in paid employment typical of social assistance. Furthermore, evidence 
shows that pensions are frequently shared with the rest of the family members and 
often invested in the next generation. This function becomes even more important in 
contexts such as South Africa, where the incidence of the AIDS pandemic especially 
among adults is transforming the nature of the family/household into elderly-headed 
units of grandparents and grandchildren.  
 
For the above-mentioned reasons, social pensions are increasingly advocated as an 
effective tool for poverty reduction and redistribution (Helpage International, 
McKinnon, 2008; Willmore, 2001; UNDESA, 2007). However, countries that have 
adopted these schemes, such as South Africa, are not immune from increasing 
pressures to introduce elements of conditionality. 
 
Other countries that have recently introduced universal non-contributory pensions are 
Bolivia, Nepal, Namibia and Mauritius. Targeted social pensions, although usually of 
limited coverage, exist in many other countries (Palacios and Sluchynsky, 2006), for 
example in all of the more advanced Latin American welfare regimes, in South Africa, 
Bangladesh, India, but also in Egypt and Russia. 
 

                                                 
9 Melo (2008). 
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Brazil has basic pension programmes financed through tax revenues and some social 
security contributions.10 Of special interest is the rural pension scheme, founded in 
1963, which covers approx. 7.3 million beneficiaries with old-age,11 widows and 
invalidity pensions at the minimum wage level without recurring to earnings or 
inactivity tests. Consequently, overall poverty rates and inequality in the country have 
decreased, although the amount of spending on redistributive programmes is still very 
small, if compared to the costs of the pension scheme for civil servants (Brazil spends 
0.5 per cent of GDP on social pensions versus 3.8 per cent for civil servants).12  
 
In Botswana, a basic non-means-tested old age pension was introduced in 1996 for all 
citizens of 65 years and above. In 2003, it was calculated that around 96% of the 
elderly population was registered in the universal pension programme. 
 
In Bolivia, a first non-contributory scheme for the elderly, Bono Solidario or Bonosol, 
which paid an annual benefit of USD 235 to people over 65 born before 1975, was 
financed by dividends generated from the state-owned shares of a number of energy, 
oil, gas and communications enterprises privatized in the 90s. 13  After re-
nationalization of the gas and oil sector under President Evo Morales in 2006, a new 
and expanded universal pension, Renta Dignidad, replaced the Bonosol in 2007. 
Payments started in 2008 with the number of beneficiaries reaching nearly 700,000, 
albeit in context of a continuous distributional struggle over use of revenues from 
mineral resources in the country. 
 
From a perspective of social integration it seems reasonable to posit that when cash 
transfers are provided on a universal, unconditional, stable and long-term basis, they 
have a stronger potential to boost people’s capabilities to pursue a decent and 
sustainable livelihood and to act as an instrument for social integration. Non-
conditional cash transfer programmes, such as child benefits and social old-age 
pensions based on categorical targeting rather than means testing, seem to be more 
promising pathways for the extension of social protection in developing countries. 
The rural pension scheme in Brazil is a good example, together with pension schemes 
based on citizenship like in Bolivia or several SSA countries.  
 
3.3. Basic Social Floor and Basic Income Approach 
The Basic Income Grant and the Basic Social Protection Floor have been proposed as 
possible ways forward in current debates regarding social protection in the context of 
the financial and economic crisis, but also as a long-term approach to social 
protection. Both proposals are grounded in a human rights interpretation of social 
protection, but differ as to the steps and instruments to enforce this universal right. 
Universal social pensions or child benefits which are granted regardless of means-
testing, conditions or work requirements can be interpreted as a first step in the 
direction of a basic income grant.  
 
Basic Income Grant 
A basic income is an income unconditionally granted to all citizens or residents on an 
individual basis, without means test or work requirement. Ideally, a basic income 
                                                 
10 Schwarzer and Querino (2002). 
11 Ministerio da Previdencia Social, Brazil (2007). 
12 Caetano (2008). 
13 Müller (2009). 
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grant would substitute all other forms of non-contributory social assistance available 
in a country, thus avoiding the costs and the stigma associated with means-testing, 
targeting and conditionality. Current proposals, however, are focusing on partial basic 
income schemes which would provide a low - and slowly increasing - basis to which 
other incomes, including the remaining social security benefits and means-tested 
guaranteed income supplements, could be added. Alternatively, grants could be 
provided to certain categories first (children, elderly) and then extended progressively 
to the whole population. 
 
Countries that have experimented with partial basic income schemes include Brazil, 
where the right to a basic minimum income to all nationals and residents was 
legislated in 2004 and Singapore, where at the end of each fiscal year, the State 
redistributes any national budget surplus in cash to every citizen as a bonus of 
citizenship. 
 
Basic Social Protection Floor 
The Basic Social Protection Floor was first mentioned in the report of the World 
Commission on the Social Dimensions of Globalization in 2005 and was finally 
endorsed by the UN system in 2009 with the ILO and the WHO designated as lead 
agencies for its promotion. It consists of a guaranteed set of basic social transfers in 
cash or in-kind to all, covering access to essential services such as water and 
sanitation, health, education and family-focused social work support. With regard to 
cash transfers, countries may choose whether to realize it by way of means-tested, 
conditional or universal transfers. Transfers are granted to all residents as of right and 
their financing is a collective responsibility, most likely to occur through general 
taxation. ILO calculations show the initial annual cost for a basic social protection 
package that includes a universal basic old age and disability pension, basic child 
benefits, universal access to essential care and social assistance/100 days employment 
scheme would be in the range of 3.7 to 10.6 per cent of GDP for a number of low 
income countries in 2010.14 
 
3.4. Workfare and public employment programmes 
Workfare and public employment programmes are promoted as a combination of 
providing basic income security for the poor and unemployed, and the creation of 
infrastructure and assets with potentially positive impacts on local development. From 
a perspective of social integration, the main shortcomings relate firstly to a specific 
form of integration that is promoted, integration through work/employment, leaving 
out those who are unable to work, and secondly to the type and quality of jobs offered 
as well as the long-term prospects for beneficiaries. 
 
Argentina’s Programa Jefes y Jefas de Hogar Desocupados was set up in 2002 and 
catered to the millions of people who lost their jobs and savings in the context of the 
severe crisis that hit the country in 2001. Its adoption was functional in controlling the 
explosive social and political situation of Argentina and in securing the legitimacy of 
the appointed transition government in the face of massive street protests by organised 
groups of unemployed.15 The programme has been sponsored since its inception by 
the World Bank through concessional loans, reaching around two million applicants 

                                                 
14 BIEN (2009), ILO (2008a), and UN System Chief Executives Board for Coordination (2009). 
15 Golbert (2004). 
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in its first year, though beneficiaries reduced over time to 620,000 approximately in 
2009. It provides a payment of US$50 per month to the unemployed head of a 
household with children under 18 or disabled and/or pregnant woman in exchange for 
a minimum of four hours of daily work. Despite its visible impact on extreme poverty 
and in cushioning the negative effects of the crisis,16 the programme has not been able 
to guarantee access to good quality, well-paid and stable employment. On the contrary, 
the low levels of benefits have pushed beneficiaries to seek complementary incomes 
in the informal sector. 17  Upon socio-economic recovery, new social assistance 
programmes were introduced to facilitate social inclusion of vulnerable families 
included in the Jefas programme. Plan Familias—a conditional cash transfer 
programme—and Seguro de Capacitación y Empleo—an unemployment insurance 
for training and employment.  
 
Since 2004, India has implemented the National Rural Employment Guarantee 
Programme (NREGP), a social assistance programme with the objective of ensuring 
basic income security for vulnerable households. Initially, it was intended to provide a 
“guarantee” of 100 day of labour in the 200 most “backward” villages, for one adult 
per household prepared to do unskilled manual labour for the minimum wage. In 
2006-07, the programme generated 905 million person days for only 200 districts. The 
scheme was then extended to 330 districts and produced 1437 million person days in 
2007-08. In fact, the number of people who completed 100 days of work rose from 
2.1 million (10% of all participating households) in 2006–07 to 3.5 million (11% of 
all households) in 2007–08.18  
 
Critics have questioned the process by which funds are allocated from central 
government to the states, mentioned the dangers of petty corruption, and expressed 
doubts about the capacity to generate valuable public assets, low awareness in rural 
outstrip areas and costs that are already causing political concern.19 
 
In sum, these schemes are good buffers in times of crisis and effective in reaching 
informal labourers with no access to other formal social schemes, but they display a 
limited ability to provide sustainable and durable solutions to poverty and inequality. 
Work is provided for short terms and the salary is set at a value below equivalent 
market wages to attract only those in desperate need. This may entail ineffective 
targeting in those cases where only individuals who can access other sources of 
incomes are actually able to take up the low-paid public works. The initiatives, 
however, reviewed seem to indicate that some degree of policy learning is taking 
place, as the programmes include new efforts towards promoting labour market 
mobility for unskilled workers through training. Yet, where unemployment is 
structural, providing the adequate skills for which unmet demand does exist will need 
to be combined with expenditure-side policies to promote demand for labour. 
 
4. Social policy responses to the crisis 
 
Social protection is an important instrument to respond to the negative effects of the 
current global economic and financial crisis. In order to avoid further processes of 
                                                 
16 Tabbush (2009). 
17 Galasso and Ravallion (2003). 
18 Jha et al (2009). 
19 Standing (2008). 
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social disintegration and distress, cash transfers, employment policies and access to 
social services should be maintained and wherever possible expanded. Investments in 
social services and social infrastructure have the advantage of creating positive 
synergies with regard to social indicators (e.g. effect of water, sanitation, 
transportation and housing on health outcomes) employment creation, economic 
development and gender equality, as the social service sector caters for a high 
proportion of female employment. 
 
Social protection programmes such as cash transfers or employment programmes can 
be expanded through 

• Widening of eligibility conditions 
• Increasing benefit amounts or duration 

 
If programmes have to be newly introduced in a crisis context it should be noted that 

• CCTs are more demanding in terms of finance and administration and should 
not be considered a short-term emergency measure 

 
Country examples of measures adopted during the crisis: 

• Brazil: increase of Bolsa Familia benefit value 
• Philippines: expansion and increase of CCTs 
• South Africa: increase of means test threshold for social assistance 

programmes, extension of Child Support Grant to children below age 18, age 
equalization of social Old Age Pension for men and women (at age 60, before 
age 65) 

 
 
5. Fair Financing Schemes 
To achieve adequate levels of social protection and social service provisioning in 
developing countries, increasing and re-allocating public funds for social policy is 
critical. Furthermore, it is, furthermore, fundamental to focus on financing 
instruments more progressive in terms of redistribution between income groups, 
towards disadvantaged (minorities, rural population) or vulnerable groups, for 
example children, women, elderly, or chronically ill. 
 
Domestic financing instruments can be classified according to whether they are 
distributionally progressive (redistributing from rich to poor), neutral or regressive, 
and whether they are based on normative principles of individualism or solidarity. 
The most regressive and individualistic forms of financing social services or social 
protection are self-provisioning and user fees. With self-provisioning households and 
families provide services and income smoothing in terms of unpaid care work, 
savings, selling of household assets or increased paid labour. Similar in effect are user 
fees. Originally they were promoted to raise additional revenues, to improve 
efficiency and quality, and to improve access and equity to social services, like health 
and education. The evidence, however, suggests that the increase of user fees since 
the World Bank advocated for them has not contributed to any of these potential 
benefits.20 In fact, once user fees are imposed, utilization tends to drop with adverse 
equity effects. Out-of-pocket payments, or user fees, and self-provisioning are 
therefore neither progressive nor solidaristic. Redistribution usually takes place within 
                                                 
20 Delamonica and Mehrotra (2009). 
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the same household and not between different income and risk groups, and often to 
the disadvantage of women and girls.  
 
Pre-paid schemes, where contributions are collected before a contingency occurs, are 
superior with regard to risk pooling and unit costs. In general, insurance contributions, 
whether private or public, can be a fiscally neutral way of financing social protection, 
as the insurance principle establishes a close link between contributions and benefits, 
based on the risk profile of the insured and possible dependents. Whereas 
redistribution beyond risk pooling is limited in private programmes, turning it into a 
more expensive option for low-income earners and families, generalized social 
insurance is more solidaristic and redistributive. This is especially true if the system is 
financed through progressive payroll taxes, contributions are shared between workers 
and employers, and if subsidies are provided for special groups of insured (such as 
families, women, elderly, students, widows, chronically ill).  
 
Indirect taxes levied on consumer goods and services (sales taxes or value added tax), 
trade or specific products (excise taxes) are more regressive than progressive income 
taxes and also problematic in gender terms, as lower income groups and women spend 
a higher share of their income on these goods and services.21 In theory, taxes like 
VAT can include exemptions for goods and services of basic need and impose higher 
rates on luxury goods in order to make distributional effects more progressive and 
gender neutral.  
 
Finally, direct taxation of personal and corporate income, as well as property, is the 
most redistributive and gender friendly way of revenue mobilization, especially if 
couples are taxed as individuals, marginal tax rates increase with income and few 
exemptions and allowances for high-income earners are granted.22 
 
In sum, progressive domestic taxation and insurance contributions and best suited to 
create positive development synergies, to strengthen democratic and solidaristic links 
in society and therefore to strengthen social integration, to support a social contract 
between citizens themselves and their political leaders, and to provide the latter with 
more policy space. Private and external resources such as mineral rents, remittances 
or aid, although second-best from an economic and equity point of view, have the 
potential to complement public domestic financing.  
 
6. Concluding Remarks 
The following concluding remarks invite for further thinking and discussion: 
 

• Labour markets work as a major mechanism of social exclusion: a majority of 
workers in most middle and low-income countries work in the informal 
economy without access to social benefits, labour rights and standards, 
participation and skills development. Some sectors such as care and different 
types of community work depend largely on unpaid work, often carried out by 
women and girls, who find themselves excluded from earnings, social 
protection, and who lack time for paid work, education or participation. Any 
strategy aiming at greater social integration will not succeed without a clear 

                                                 
21 Grown and Valodia (2010). 
22 Huber (2006); Barnett and Grown (2004). 
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focus on decent work, alleviation and redistribution the burden of unpaid care 
work, and the promotion of employment-intensive growth paths. 

• Social insurance programmes linked to participation in formal labour markets 
do not reach the majority of the population in developing countries and in 
many low-income countries they only include a tiny minority. In addition, 
many social insurance schemes provide subsidies to privileged groups of 
employees, for example those in the civil service or the military, with 
regressive impacts on distribution. This paper has listed some examples of 
good policies that aim at increasing equity and coverage of social insurance 
programmes for health and pensions, for example by standardizing benefit 
rules, improving actuarial fairness and supporting vulnerable groups with 
subsidies, free benefits and complementary services. They have to be 
complemented with non-contributory programmes in order to guarantee what 
has been identified as the basic social floor or the right to a basic income. 

• Social assistance programmes financed out of general revenues constitute an 
important instrument for poverty reduction and promotion of livelihoods. They 
have the potential to avoid the worst forms of poverty and to ensure that 
people are able to cover their basic needs. However, their potential for lifting 
people permanently out of poverty and to allow them to be truly integrated in 
all aspects of social life is usually limited by the low amounts of transfers 
provided, lack of complementary services (care, employment, social work 
etc.), inadequate coverage and insufficient financial and institutional 
sustainability of these programmes. The danger therefore is to create or 
perpetuate a fragmented social system (in addition to a dualist economic 
system) or put differently, a high-level integration versus low-level integration, 
where the higher income classes create their own separate social system 
(usually high quality private providers or privileged public schemes) and a 
large part of the population survives at a very low level of social development. 

• Although not specifically discussed in this paper, research has shown that 
market-oriented reforms in social protection and social services such as 
privatization of pension or health insurance or introduction of user fees for 
health and education services have been problematic in terms of social 
integration: in general, coverage rates and redistribution across the population 
has decreased and access of lower-income groups or persons with higher risks 
(e.g. chronically ill, women, insured with dependents) has decreased. 

• From a political economy perspective, universal schemes are more likely to 
get broad political support (if quality is adequate so the rich do not opt out) 
from constituencies with ability to pay, monitoring capacity and political 
influence. 

• Domestic financing schemes with progressive distributional impacts add to the 
objective of social integration as they support a social contract within society 
and between society and governments. 
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