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17. Social budgeting
Krzysztof Hagemejer and Wolfgang Scholz

17.1 INTRODUCTION

At the beginning of 2020 with the globally spreading pandemic of COVID-19 and all its social 
and economic consequences, the importance of having comprehensive, universal and effective 
social protection systems became once again – like during all the major economic and social 
crises before – very clear (Gentilini et al. 2020; Chapter 43 of this volume). Countries with 
strong social protection systems, although needing to enhance many benefit provisions and 
extend coverage to reach those in non-standard forms of employment, still were coping better 
with the pandemic and had better chances of cushioning the resulting economic downturn. 
However, we know from past experience that after the crisis is over, austerity measures may 
focus again on limiting social expenditure under all kinds of excuses.

The level of public social expenditure1 relative to gross domestic product varies widely 
across countries (ILO 2010b, 2014a, 2017; World Bank 2018). However, it often consumes 
(and one can say – should consume) more than half of available public financial resources. 
Therefore, all social policy decisions have – apart from other important social and economic 
consequences – significant impacts on overall public finances. That is one of the reasons why 
social policy requires careful and comprehensive financial planning. Such planning has to be 
supported by quality statistics, reliable accounting and financial projections for different time 
horizons: short-term, covering the next budget year, but also medium- and long-term projec-
tions. Many social policy decisions have an impact on public finances over many years in the 
future, often affecting more than one generation (Cichon et al. 1999a).

Social protection (including health care) is one of the key areas of social policies, and 
also the one which consumes (also: should consume) the most significant resources. That is 
why the social budgeting approach described in this chapter has been developed to address 
challenges of coordinated social protection planning. However, the approach can be easily 
broadened to include other social policy areas like education, housing, water and sanitation 
and other social services.

There are also close relationships between different social protection programmes. For 
example, establishing an unemployment benefit programme involves, in addition to funding 
the cost of unemployment benefits, planning and funding effective employment services. 
It also requires implementing a whole range of other labour market programmes aimed at 
providing training, retraining and other services enhancing the employability of job seekers as 
well as stimulating the willingness of employers to provide decent jobs. Higher expenditure 
on education and vocational training today may in the long run increase employability and 

1 Including expenditure on social policies like health, non-health social protection, education, 
housing and other social services.
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productivity and reduce poverty and thus decrease the future need for expenditure on poverty 
alleviation programmes.

Another example relates to the link between the cost of contributory and non-contributory 
programmes. Reforms of contributory pensions tightening entitlement conditions and strength-
ening the link between contributions paid and benefits received may significantly decrease 
both coverage and benefit levels. As a result, there may in the future be a need to allocate more 
resources to social assistance providing income support to the elderly.

A sound analysis of all the above has to be embedded into the demographic, labour market 
and economic context. Demographic changes, present and future labour force participation 
rates, as well as macroeconomic developments have impacts on public expenditure and 
revenue. Such a comprehensive planning of social protection finances, although practised in 
some countries – but far from everywhere – was promoted by the International Labour Office 
(ILO) and International Social Security Association for decades under the name of social 
budgeting.2

One can look at the social budgeting concept in a number of ways. It can be seen simply 
as a methodologically consistent compilation of the revenues and expenditures of a country’s 
social protection system combined with projections and simulations into a medium-term 
period, and/or simulations under alternative scenarios. It is thus as a tool for the coordinated 
planning of national social protection systems. It serves also as a tool for monitoring past, 
current and future social protection finances. It is an indispensable tool for responding to the 
Social Protection Floors Recommendation No. 202 requirement that countries ‘should monitor 
progress in implementing social protection floors and achieving other objectives of national 
social security extension strategies’ (International Labour Organization 2012, art. 19).

Social budgeting allows us to identify – through established expenditure/revenue accounts 
for all existing social protection schemes – to what aims, within the social protection system 
of the country, resources are allocated and where these resources come from. In the next stage 
of the process, social budgeting helps us to identify what resources are needed in the future 
to finance existing schemes and how much it will cost in the short, medium or longer term to 
finance new, planned or existing but reformed schemes. Social budgeting thus consists of two 
basic components:

1. The statistical basis, i.e. the methodologically consistent compilation of the revenues and
expenditures of a country’s social protection system over a certain period in the past.
Scholz et al. (2000) call this component the social accounting system. One can simply refer
to it as financial social protection statistics (or national social protection accounting).3

2 The term ‘social budgeting’ came to the ILO from the German Ministry of Labour that publishes 
a summary of social protection accounts under the name of ‘Sozialbudget’ (see Bundesministerium für 
Arbeit und Soziales 2018). Interestingly, the term ‘social budget’ comes from the literature devoted to 
social security much earlier, in papers written by the United States actuary W.R. Williamson presenting 
the social insurance system introduced in the 1930s as part of the New Deal (Williamson 1938, 1946a, 
1946b).

3 Of course, there are other key elements of social protection statistics than just data on expenditure 
and financing sources – key for monitoring social protection system performance but also for making 
projections of its future costs and availability of fiscal space. One of the most important is statistics on 
coverage: on scope of coverage (what contingencies are being covered), extent of personal coverage 
(how many people are covered) and level or quality of coverage (level of benefits, quality of services). 
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2. The forecast of income and expenditure (budget projection), normally for a period of at
least 10–15 years (although the old age pension component of the social budget requires
projections with a much longer time horizon), and/or simulations of social expenditure and
revenues under alternative economic, demographic and/or policy assumptions. The above
book calls this component the social budget.

The following sections describe in detail both components of social budgeting: statistical and 
accounting foundations and modelling and projections. 

17.2 BUILDING NATIONAL SOCIAL PROTECTION STATISTICS 
AND AN ACCOUNTING SYSTEM

This section looks at the requirements for establishing adequate national social protection sta-
tistical and accounting systems and associated challenges: what types of statistics are needed, 
what the statistical definitions of social protection are, what schemes are to be included and 
how to classify them to arrive at comprehensive national social protection accounts.

17.2.1 In Demand: Comprehensive National Social Protection Statistics

The efforts of achieving comprehensive and internationally harmonized statistics on social 
protection – similarly to what was achieved in the case of employment and unemployment 
or price statistics – go back to 1957 (International Conference of Labour Statisticians 1957). 
Data on all dimensions of social protection coverage and level of benefits, on expenditure and 
financing levels and composition are critical to assess and monitor the state of social protection 
in countries. Such data are of key importance to identify coverage gaps and define policies 
for improved coverage or enhanced effectiveness and efficiency of national social protection 
systems. Data in the design aspects of programme implementation such as the legal frame-
work, governance and administrative structure, targeting mechanisms, eligibility criteria, 
graduation and exit rules are also fundamental for identifying areas of improvement and for 
building road maps for enhancing both programme performance and the overall provision of 
social protection across programmes.

The 1957 ‘Resolution concerning the development of social security statistics’ (International 
Conference of Labour Statisticians 1957) adopted during the Ninth International Conference 
of Labour Statisticians gives detailed guidelines on the social security system data and infor-
mation that should be made available from both administrative and household survey sources. 
While European and some non-European Organisation for Economic Co-operation and 
Development countries seem to have largely met the requirements of this resolution, in many 
countries of the Global South information on their overall social protection/security system is 
still not regularly collected by national statistics organizations or any other responsible institu-
tions. As a result, in many instances, social protection data are not available on a consolidated 
basis and are unlikely to be consistent and comparable across institutions and over time.

For definitions see the methodological annexes in ILO (2010a, 2017). See also International Conference 
of Labour Statisticians (1957).
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Information and data on protected persons, beneficiaries, benefits paid, and services 
delivered, revenue raised from different sources and amount spent on benefits and on their 
administration have to be directly collected from registries, records and accounts of each of 
the institutions implementing the various social protection programmes. These data are crucial 
to the functioning of these schemes and for assessing their performance and sustainability. It 
is equally crucial for planning, budgeting and evaluating the overall social protection systems.

However, in many cases, some of these information and data are either not extracted from 
the records and accounts on a regular basis or may not be available at all (very often, for 
example, data on protected persons and on beneficiaries and benefits received disaggregated 
by their sex and age are not available; what prevents quality projections and budgeting often 
is the lack of effort made to separate the cost of administration and benefit delivery from the 
total spending of the benefit scheme).

While the above data from administrative sources are indispensable, the sources, even if 
high quality, cannot tell us anything about those who are not covered. That is why other impor-
tant sources of information and data to assess the performance of social protection schemes 
and systems are regular household surveys (like household budget, income/expenditure, living 
conditions and labour force surveys). However, many household surveys do not include on 
a regular and standardized basis questions on social protection programmes which would 
enable us to identify who and with what labour market status is protected (and who not), by 
what programme and what the amounts of particular benefits received are, etc. Lack of survey 
data (especially visible in lower-income countries of the Global South) makes it impossible 
to estimate effective coverage, coverage gaps and effects of social protection systems and 
associated fiscal effort on income distribution of these countries.

17.2.2 Inventory of Social Protection Schemes: What to Include in the Social 
Protection System and How to Classify It

The first step for any country in building its national social protection statistical system 
is to decide what is the agreed scope of social programmes which one wants to include in 
the system. There is no one, universally accepted definition of social security and/or social 
protection.

According to EUROSTAT (2019), the operational definition of social protection for sta-
tistical purposes is that social protection encompasses all interventions from public or private 
bodies intended to relieve households and individuals of the burden of a defined set of risks 
or needs. According to this definition what distinguishes social protection from other social 
arrangements is that: (1) benefits are provided to beneficiaries as transfers, without any simul-
taneous reciprocal obligation (thus it does not, for example, represent remuneration for work 
or other services delivered4); and (2) that it is not based on an individual agreement between 
the protected person and provider (as, for example, a life insurance contract) but the agreement 
applies to a wider group of people and so has a collective character (in this sense a group health 

4 In this context, it is interesting to discuss to what extent public works schemes and related could 
be seen as transfer and thus social protection. In the authors’ view public works or similar schemes can 
be seen as social protection transfers only to the extent to which work is paid more than the remuneration 
prevailing at the labour market. Thus, if people engaged freely in public works do work for which nobody 
else would pay, then what they get might be seen as social protection.
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insurance, life insurance or pension insurance provided by the employer belongs to social 
protection).

Access to social protection is, in its essence, a public responsibility, and is typically 
provided through public institutions, financed either from contributions or taxes. However, 
the delivery of social protection can be and often is mandated to private entities. Moreover, 
there are many privately run institutions (group insurance,5 self-help, community-based or of 
a mutual character) which can partially assume selected roles usually played by public social 
protection. This includes, for example, occupational pension schemes, which complement and 
may substitute in considerable measure for elements of public pension schemes.

Although social protection benefits are transfers and thus should not be linked to any 
‘simultaneous reciprocal obligation’, entitlements to those benefits are always conditional 
either on the payment of social security contributions for prescribed periods (i.e. contribu-
tory schemes, most often structured as social insurance arrangements) or on a requirement, 
sometimes described as ‘residency plus’, under which benefits are provided to all residents of 
the country who also meet certain other criteria (i.e. non-contributory schemes, social assis-
tance programmes). Other criteria may make benefit entitlements conditional on age, health, 
labour market, income, assets or other determinants of social or economic status and/or even 
conformity to certain forms of behaviour (as in the case of unemployment insurance which 
usually requires from the unemployed beneficiary active search for employment; or in the case 
of so-called ‘conditional cash transfers’ where beneficiary households are required to enrol in 
certain public-service programmes like health or education). Such obligations have nothing to 
do with ‘reciprocity’ although they aim to induce certain behaviour.

After deciding what scope of social protection system it wishes to monitor, every country 
should build, maintain and regularly update an inventory of its social protection schemes. 

Detailed qualitative information about different social protection schemes, in addition to 
data on expenditure and financing, are crucial for planning and social budgeting. Only by 
knowing detailed entitlement conditions embedded in the scheme’s qualitative information, is 
one able to plan the future numbers of beneficiaries and estimate their future benefit amounts 
and thus assess the level of resources needed to finance each of the schemes belonging to the 
national social protection system.

Qualitative information on social protection schemes describing their purpose and character 
allow us to identify what function, purpose or policy area these schemes serve. This is very 
important from the point of view of the planning and budgeting of national social protection 
systems to identify the functional structure of public expenditure in general (what public 
resources are allocated to social protection as compared to other purposes) and, in particular, 
within social protection how much is allocated to different functions or policy areas like health 
care, income security of the elderly, families with children, the unemployed, etc. Such knowl-
edge allows us to assess the opportunity costs of various allocative decisions and identify if 
fiscal space made available for some policy areas is not crowding out the potential fiscal space 
to meet other, unfulfilled social needs.

A good practice example which may serve as a model for all the countries developing social 
budgeting and the necessary supporting databases is the Mutual Information System on Social 
Protection database covering all the European Union (EU) member countries. Internationally, 

5 However, any insurance based on individual and not group contact with the insurer is not recog-
nized as social insurance – see the EUROSTAT definition of social protection above. 



Table 17.1 Social protection receipts and expenditure

Receipts
Social security contributions (by type and source).
Government financing (by type and level of government).
Transfers from other schemes.
Other receipts (including property/investment income).
Expenditure
Social benefits (by type, by function, by age of beneficiary).
Administration costs (by type: staff/non-staff).
Transfer to other schemes.
Other expenditure. 
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for non-EU countries, partial inventories of social protection schemes with detailed qualitative 
information are included in the Social Security Throughout the World database available 
either at the United States Social Security Administration web pages or at the International 
Social Security Association web platform. For social assistance schemes, there have been over 
the years efforts by various institutions to establish and maintain social assistance scheme 
inventories in the countries of the Global South and related databases with mainly qualitative 
information.6

17.2.3 Establishing Social Protection Accounts and Aggregated Social Budget

Identified social security schemes, programmes and measures should be seen as a ‘distinct 
body of rules’ (EUROSTAT 2019) and, therefore, characterized by at least a certain degree of 
‘formality’, supported by one or more institutions governing the provision of social protection 
benefits and their financing.

For the purpose of establishing a comprehensive system of accounts balancing social 
protection expenditure and financing, it should, in general, be possible to draw up a separate 
account of receipts and expenditure for each social security scheme. For analytical, evaluation 
and planning purposes it is also key to be able to separate expenditure on benefits from those 
on administration or those allocated to other purposes (like transfers to other social protection 
schemes, to reserves, etc.).

It is equally important to identify what kind of benefits are financed by a scheme (cash or 
in-kind, means tested or not, periodical or one-off, etc.). On the receipt side one should be 
able to separate revenue coming from different sources: from social contributions paid by 
employers, contributions paid by employees and other protected persons, other co-payments or 
direct out-of-pocket payments from households, from the general or earmarked taxes collected 
by the governments at the central, state or local level, from donors (multi or bilateral), from 
private donations, etc.

Ideally, it should be possible for each of the schemes to draw up a separate account of 
receipts and expenditure (Table 17.1).

6 See the Social Assistance in Developing Countries database developed by Armando Barrientos 
and his collaborators at Chronic Poverty Research Centre (www .chronicpoverty .org/ publications/ search/ 
simple/ doctype/ 10) and the Social Assistance, Politics, and Institutions database at UNU-WIDER (www 
.wider .unu .edu/ project/ sapi -social -assistance -politics -and -institutions -database). See also the World 
Bank’s ASPIRE database and its Safety Nets reports.

http://www.chronicpoverty.org/publications/search/simple/doctype/10
http://www.chronicpoverty.org/publications/search/simple/doctype/10
https://www.wider.unu.edu/project/sapi-social-assistance-politics-and-institutions-database
https://www.wider.unu.edu/project/sapi-social-assistance-politics-and-institutions-database
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It is only sometimes the case that a single social security scheme provides protection against 
a single risk or need and covers a specific group of beneficiaries administered separately from 
other schemes. It is then relatively easy to identify patterns and the nature of expenditure 
and financing, as well as policy objectives of the fiscal effort, that identifies the policy area 
(function) to which resources were allocated and spent. Often, however, one institution or 
department administers more than one social protection scheme. For example, in many coun-
tries social insurance institutions administer many separate schemes (like old age, survivors’ 
and disability pension schemes, and sometimes in addition short-term benefits like sickness 
and maternity payments).

Sometimes all these different schemes are also financed not by separate scheme-specific 
social contributions but by a generalized social contribution aimed at financing all the social 
insurance benefits. Often a bundle of quite different social assistance and poverty alleviation 
schemes are administered by one welfare department of a given ministry and financed from the 
budget allocation to the supervising line ministry.7 In the above situations it might be difficult 
or even impossible to assign administrative costs or particular financing sources to individual 
benefit schemes. It might also be difficult to link resources allocated to specific functions or 
policy areas.

Functional classifications of social protection expenditure are extremely important as they 
allow us to find out if overall allocation of resources responds to policy priorities and objec-
tives attached to different functions of social protection and policy areas. The same applies to 
the possibility of classifying social expenditure by the age of the main recipients. If benefit 
expenditure is not classified functionally (and by age) at the scheme level it would be difficult 
to achieve the classified expenditure at the aggregated level.

In most countries, specific functions of social protection (like providing income security 
to the elderly, health care to the population, income support to the unemployed, etc.) are not 
performed by a single scheme but by programmes of very different nature aimed at different 
groups of employed, economically active or the general population. For example, old age 
pensions are provided nearly everywhere by more than one scheme and administered by 
different institutions: often there is a general scheme for employees (sometimes only in the 
private sector), another separate scheme for government employees and a special one for the 
self-employed, for farmers, etc. In addition, there are occupational pension schemes.

Health-care systems are often even more fragmented, consisting of a set of social insurance 
and private insurance subsystems as well as government systems, which are charged with 
certain delivery functions for the total population and/or to provide comprehensive services for 
those who cannot afford coverage under the other schemes.

All the social security schemes and institutions in a country are inevitably interlinked and 
complementary in their objectives, functions and financing, and thus form a national social 
security system. For reasons of effectiveness and efficiency it is essential that there is close 
coordination within the system, and that – not least for coordination and planning purposes – 

7 The need for a proper separate accounting of administrative costs and financing sources for each 
of the benefits serving different social protection purposes discussed above is not contradictory with the 
need to have a coordinated planning of social protection and governance systems integrated as much as 
possible. But, within such integrated governance one should establish transparent accounting procedures 
which allow the identification of what resources are allocated to different policy areas, functions or 
purposes and how much of these resources are consumed by administration and delivery costs.
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the receipts and expenditure accounts of all the schemes are compiled into one social security 
budget for the country so that its future expenditure and financing of the schemes comprising 
the social security system are planned in an integrated way.

17.3 PROJECTING SOCIAL PROTECTION ACCOUNTS INTO 
THE FUTURE

This section looks first at the need for projections over various time horizons for social protec-
tion planning and budgeting; it then looks at various approaches and methodologies applied.

Decision making is about the future. Taking decisions about social protection systems today 
means to make more or less well-informed ‘good guesses’ about their future development with 
and without these decisions. For example, responding to concerns that pension entitlements 
might grow to be a burden for future generations, reliable forecasts are necessary if one wants 
to rebalance social and economic policies early, if necessary.

ILO Convention No. 102 on Minimum Standards in Social Security requires (in its article 
71, 3) that:

[The country] shall accept general responsibility for the due provision of the benefits provided in 
compliance with this Convention, and shall take all measures required for this purpose; it shall ensure, 
where appropriate, that the necessary actuarial studies and calculations concerning financial equilib-
rium are made periodically and, in any event, prior to any change in benefits, the rate of insurance 
contributions, or the taxes allocated to covering the contingencies in question.

The Income Security Recommendation, 1944 (No. 67) specifies here that contribution rates to 
social insurance schemes should not exceed the rate necessary to ensure what we can call ‘col-
lective financial equivalence’ (Cichon et al. 1999a, 225) – that is, the rate which would yield, 
in the future, contribution income from all the insured persons such that its expected present 
value would be equal to the expected present value of the benefits due in the future to all those 
insured and their dependants. However, Recommendation No. 67 advises also that ‘the rates 
of contribution of insured persons and employers should be kept as stable as possible, and for 
this purpose a stabilization fund should be constituted’.

One should note here that although relative stability of the contribution rates is seen as an 
important objective, in the end the contribution rate is the variable which should be adjusted so 
that the present value of the future revenue stream matches the present value of the expenditure 
necessary to provide benefits at desired adequate levels, levels which at least meet the require-
ments of the ILO minimum standards.

There is a close link between sustainability and adequacy of benefits; one can even say 
that both notions are two sides of the same coin (Hagemejer and Woodall 2014). Inadequate 
benefits will not find enough willingness on behalf of contributors and taxpayers to finance 
them and sooner or later the scheme or system will become unsustainable. On the other hand, 
when generous benefit promises are not matched with sufficient and sustainable financing, 
later these promises will not actually be delivered. And this is exactly why every three years 
the European Commission publishes its reports on the fiscal consequences of the ageing popu-
lation presenting results of the social expenditure projections for all the EU member countries 
coming from the social budgeting type model (European Commission 2018a). This is pub-
lished in parallel with another report on pension adequacy (European Commission 2018b).
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The above represents a different approach to sustainability than the one referred to in 
Boado-Penas and Vidal-Melia’s paper, one of the most widely accepted definitions of sus-
tainability: a position where there is no need to increase the pension contribution rate in the 
future (2012, 451).

Projecting the future development of social protection finances requires quantitative models 
that allow projecting future streams of revenues and expenditure with a reasonable degree of 
reliability. Good models should have high explanatory power in forecasting social expendi-
ture and revenue. They do not only provide insights into the possible future development of 
social protection finances, but also allow us to establish scenarios with different assumptions 
concerning socio-demographic and economic conditions, and to assess the effects of different 
policies under these circumstances.

Models allowing detailed projections of social protection expenditure and revenue of the 
country are in most cases simulation models consisting of population projections, labour 
market projections/assumptions/scenarios, economic projections/assumptions/scenarios, 
public finance and fiscal projections/assumptions/scenarios and then separate modules for 
every social protection scheme covered by the social budget. In models described and used by 
the ILO (Scholz et al. 2000) and by the European Commission (2017) these social protection 
modules are usually cohort-based, actuarial type models (Plamondon et al. 2002).

Some countries used to alternatively project expenditure of certain social protection 
schemes (mainly pension schemes) through dynamic micro-simulation models (see for 
example Dekkers et al. 2012). In actuarial models, projections over time is the situation of 
cohorts (that is groups of persons born in the same year). In such models, in which cohorts are 
treated as a homogenous unit, it is thus rather difficult to introduce into analysis and projec-
tions the redistributive consequences of the projected/simulated processes. An advantage of 
micro-simulation models (where that projected is the situation of individuals and households 
in the representative sample) is that they allow simulations of both fiscal and redistributive 
implications.

Alternatively to the simulation models (usually of a ‘what if’ nature), to assess long-term 
fiscal implications of social protection and its reforms one can use computable general equi-
librium models; however, usually such models allow only for a very aggregated approach (see 
for example Hagemejer et al. 2015; Tyrowicz et al. 2018) but have the advantage of mapping 
interlinkages between social protection and (at least some aspects of) the economy.8

8 Computable General Equilibrium (CGE) models specify all their economic relationships in math-
ematical terms and put them together in a form that allows the model to predict changes in variables such 
as prices, output and economic welfare resulting from a change in economic policies, given information 
about technology (the inputs required to produce a unit of output), policies and consumer preferences. 
They do this by seeking prices at which supply equals demand in every market of goods, factors or 
foreign exchange. The models have their limitations, however. First, CGE simulations are not uncondi-
tional predictions but rather thought experiments about what the world would be like if the policy change 
had been operative in the assumed circumstances and year. The real world will doubtless have changed 
by the time we get there. Second, while CGE models are quantitative, they are not empirical in the sense 
of econometric modelling: they are basically theoretical, with limited possibilities for rigorous testing 
against experience. (from: www .gtap .agecon .purdue .edu/ models/ cge _gtap _n .asp).
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Whatever analytical modelling approaches are chosen long-term forecasting has to cope 
with numerous uncertainties (elaborated also in Table 17.1). Peter Heller (2003) lists a number 
of them:

● Uncertainty within existing economic and demographic structures and systems. Models’
parameters are estimated based on past trends; the same applies to assumptions necessary
for the projections. We are however always uncertain as to what extent past trends and
behavioural patterns will continue in the distant future and what structural changes the
future will bring. High uncertainty is, for example, associated with assumptions about
the speed of mortality improvements and about fertility rates one makes when producing
population projections. When making projections about future costs of health care, we are
uncertain if the current age profiles of health expenditure will persist. We can also make
only very uncertain assumptions about the future pace of a so-called ‘medical inflation’
(see also Cichon et al. 1999b).

● Uncertainty about expected changes in structures and systems. Even if we know that there
will be structural changes in the systems we project, it is very difficult to estimate the
probability distribution of those changes. We may be sure that downward trends in fertility
rates will be stopped or even reversed; it is quite impossible to reasonably guess the size
and timing of this reversal (see Heller 2003, ch. 47).

● Uncertainty about global effects. Taking into account globalization processes, it is rather
difficult to assess how demographic ageing will affect global savings, investments and
interest rates. It is equally difficult to say how migration dynamics will develop, taking into
account possible growth of income differentials between North and South and thus how
this will affect demographic and economic structures (see Heller 2003, ch. 49).

● Uncertainty about interactions between policy variables and economic and demographic
variables. Our perception of demographic ageing affects our policies: governments try to
enhance labour force participation, particularly of women and older workers, to induce
people to retire early. There may be similar policies put in place to induce higher fertility.
There is however a lot of uncertainty about the impact that these policies will have on peo-
ple’s behaviour with respect to their labour market decisions or decision to have children.
It is also difficult to predict how the expected situations of labour shortages in Europe will
change prevailing policies towards migration and how this will affect people’s behaviour
towards retirement and other life-cycle decisions.

17.4 CONCLUSIONS

Social budgeting and related concepts are rooted in the understanding that social protection is 
an interlinked system and has to be planned and managed in a coordinated way. Quantitative 
tools are aimed to support such coordinated planning and ensure good governance of social 
protection systems, but social protection systems face all kinds of challenges: economic and 
financial crises, spread of informality and non-standard forms of employment, demographic 
transitions, globalization, climate change as well as other local, regional and global challenges.

Many countries have introduced social budgeting tools and use them regularly to monitor 
current and future finances of social protection systems and their longer-term impacts. EU 
member countries agreed to publish every three years comprehensive long-term projections 
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of their age-related (and thus practically all) social expenditure (European Commission 2017, 
2018a). Countries at different stages of development of their social protection systems have 
implemented projects aimed at developing social protection systems of accounts and quanti-
tative models allowing projections and simulations of the financial and fiscal effects of their 
social protection strategies: Namibia (ILO 2014b), Poland (Wóycicka 1999a, 1999b), Slovakia 
(ILO 1994), South Africa (Oxford Policy Management 2012), Tanzania (ILO 2008b), Ukraine 
(ILO 1998), Zambia (ILO 2008a) and Zanzibar (ILO 2010b).

Unfortunately, many of these efforts were implemented as projects and have not suc-
ceeded in ensuring continuation. For example, in South Africa, the Department of Social 
Development commissioned the development of social protection accounts and simulation 
models to an external team of experts with a plan to build and train the internal unit within the 
ministry to maintain and update the tools and thus provide analytical support to the govern-
ment in strengthening the national social protection system and ensure its fiscal sustainability. 
Unfortunately, although data were collected, models developed and reports prepared, due to 
a number of institutional obstacles within the government, the hope to enhance departmental 
capacity has not materialized.

Lessons learned from many country projects aimed at institutionalizing social budgeting are 
that the conditions for sustainability of such endeavours are (a) the sustained need (demand) 
for tools supporting coordinated social security planning; (b) the existence of the institution(s) 
responsible for such planning; and (c) sustained professional capacity to maintain and update 
the tools. However, the condition is that the necessary information and data are regularly 
produced by social protection institutions in a harmonized way, that these data are collected, 
compiled, analysed and published. And this last condition seems to be very difficult to meet in 
many countries – in particular lower-income countries of the Global South.

There are two main reasons for the data problem. The first is a lack of agreed international 
standards in measuring social protection expenditure, revenue and coverage – similar to the 
global standards we have in the areas of national accounting (and even national health account-
ing) and in measuring unemployment or inflation. The second is the fact that many countries 
lack the necessary statistical capacity to produce the required information and data. Both 
require intense international cooperative effort – to agree on statistical standards and make 
them known and applicable everywhere and to support the lower-income countries in building 
their technical capacity to implement these standards. The Social Protection Inter-Agency 
Collaboration Board, at its third meeting in February 2013, outlined the necessary steps aimed 
at improving the situation (developing globally adopted statistical standards, harmonization of 
existing international databases and building statistical capacity of lower-income countries) in 
a document jointly prepared by the ILO and the World Bank (SPIAC-B 2013).

 However, not many of the necessary actions discussed have actually been implemented. 
While there is a growing understanding in all countries of the data requirements for sound 
governance of social protection systems (see also Chapter 33 in this volume), progress – in 
particular in lower-income countries – is very slow.
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