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Extending coverage through contributory social insurance or other contributory
programs is tempting for governments as a potential avenue for mobilizing
new resources and creating new fiscal space. Such extension has clear limits,
however: it applies only to those in the labor market who have employment
status with high degree of formality and whose incomes are significantly
above subsistence level and received regularly. It also requires administrative
structures with capacity to regularly register incomes of those covered, and to
collect contributions.

This chapter analyzes the potential of social insurance (also called contributory
social protection) in the 16 Asian countries reviewed in this publication to fill
the protection and coverage gaps in income security. It focuses on pensions,
but also reviews other benefits temporarily replacing lost labor income due
to events such as sickness, maternity, and unemployment. As current labor
market structures largely determine the chances of extending coverage
through these means, this chapter also examines their characteristics and
analyzes coverage by the different forms of social insurance and assesses the
potential for extension.

The analysis finds that, although efforts to extend coverage by social insurance
may have major effects in some countries both in reducing poverty and
in mobilizing additional resources, most of the current gaps will have to be
plugged by noncontributory interventions. The reason stems from prevailing
informal labor market structures and the 3- or 4-decade lag between initiating
contributory old-age pension programs and when the first pensioners can
retire with decent pension benefits. Filling the protection gap in income
security in old age by 2030 will require expansion of noncontributory pensions
everywhere.
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Making Social Insurance Universal
Purpose and Scope of Social Insurance

The purpose of social insurance is to provide income security and replace
income from work lost due to life contingencies and social risks: temporary
sickness (employment related or not); longer-term disability (employment
related or not); incapacity to work and longevity risk in old age; loss of the
breadwinner (employment related or not); and unemployment, maternity, and
family obligations.”®

In contributory social security schemes, a certain minimum required period
of payment is always one of the entitlement criteria for receiving benefits.
Mandatory social insurance schemes are a specific type of contributory scheme
that usually have a link between the contribution paid by a member and the levels
of benefits received. But these schemes do not attempt to link the contribution
paid to individual risks (which private insurance does) and allow redistribution.
Contributions are charged according to ability to pay.

Contributory provisions may cover the same contingencies as social insurance
and may provide similar benefits, but do not follow the same principles: schemes
based on provident funds or individual savings accounts may provide important
coverage for life contingencies and social risks but, in terms of adequacy, are
usually inferior to social insurance coverage. Some countries however, including
those in Asia, have recently attempted to enhance these schemes’ adequacy of
benefits.

For example, Singapore’s provident fund introduced partial but mandatory
annuitizing of benefits (Asher and Bali 2013). Malaysia is debating reforming
its Employees Provident Fund—the country’s central pension pillar—either by
moving from a retirement savings investment fund to a fully fledged pension
fund that offers some minimum annuities, or by creating a Notional Defined
Contribution scheme, financed pay as you go with the fund’s resources as its
major reserve fund (Holzmann 2014).

90 According to social security standards of the International Labour Organization (ILO), social
insurance benefits for all these contingencies should be paid through the duration of the
contingency as periodical (e.g., monthly) benefits. Benefit payment is usually assumed to be
temporary (for sickness, maternity, family, or unemployment benefits) and only for disability, loss
of the breadwinner, and old age. Benefits (disability, survivors’, and disability pensions) paid over
longer periods and, at least for old-age pensions, should be life annuities (rather than lump-sum
payments).
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In many countries, coverage (as for employment injury, sickness, or maternity)
is solely the employers’ liability as mandated by labor codes. This form of
coverage also has many deficiencies both in terms of the financial burden and
risk for employers (usually much higher than when coverage is through social
insurance) and of the situation of the individual covered.” Social insurance was
never intended to be only for the better off: it was designed specifically to cover
employees in the formal labor market, and social insurance schemes are often
important for basic social protection.

Advantages and Disadvantages of Universalizing
Social Insurance Coverage

Social insurance was historically designed to cover those with employee status
and potentially completely dependent on it as an income source, and so has
usually been financed by contributions from employees and employers.”? These
days, formal sector employees are often seen as privileged relative to those in the
informal economy, which is dominated by the self-employed. But this “privileged”
position—rather, less vulnerability—is because formal sector employees are
much more often either covered by social insurance or by similar provisions
for income security, at least in certain contingencies. And employees who must
rely only on income from informal employment (that is, they are not covered by
social security) may sometimes be even more vulnerable than other groups in
the informal economy. Hence, Target 8.5 (Achieve full employment and decent
work) of the Sustainable Development Goals (SDGs) should mean that at least all
those who are employees should be covered by key social insurance provisions.”®

For the above reasons, policies often prioritize covering with social insurance
all those with employee status. Also, covering people through contributory
schemes requires certain regularity of income, a condition more often met by
employees. (Although many informal employees are paid irregularly, that usually
violates provisions of national labor codes, and thus formalizing them is at least
theoretically easier than formalizing the self-employed.)

! The ILO’s Social Protection Floors Recommendation No. 202 of 2012 recognizes contributory
schemes—social insurance in particular—as one way to build and then expand social protection.
According to this recommendation, such national floors should prioritize social insurance to cover
all those with contributory capacity. The ILO lays heavy stress on the need for efforts to formalize
the informal economy and indicates that policies aimed at extending coverage should be closely
coordinated with measures aimed at formalization.

2 International social security standards require that protected persons should not cover more than
half the costs of overall social security expenditure in the country.

3 That is employment injury or death, sickness, maternity, and unemployment; followed by old-age
pensions, general disability and survivors’ pensions; and family benefits.
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In addition, solid coverage by social insurance (or any other contributory
schemes) requires administrative structures allowing the registration of
contributors—their incomes and contributions. While it is possible to develop
such structures that register the self-employed, it is much harder to record actual
income of the self-employed, which is why social insurance schemes covering
the self-employed either base contributions on declared income (and a required
minimum income) or use flat-rate contributions and provide flat-rate benefits.
Also, not every country has the administrative structures necessary to enhance
coverage, if it is easy to put in place a contributory scheme.”*

Quite a few Asian countries are extending coverage beyond those with employee
status (MacKellar 2009, Duran-Valverde et al. 2013). In the Philippines, for
certain categories of the self-employed, social insurance coverage is, in theory,
mandatory for groups such as independent professionals, business owners,
farmers, fishers, arts professionals, professional athletes, street vendors, and
some others. Coverage is gradually increasing (it is now about 20% of all self-
employed), reflecting a mix of efforts within the scheme’s design (differentiation
of income categories), administration (intensive use of information and
communication technologies, and cooperation with banks), and incentives to
contribute (access to personal loans and other benefits). Azerbaijan, Kazakhstan,
Mongolia, and the Philippines are the only ones in the region to support such
mandatory coverage.

Other countries rely on voluntary coverage. Examples include ambitious (only
partly successful) attempts to expand rural pensions in the People’s Republic
of China (PRC); a scheme for farmers, fishers, and the self-employed in Sri
Lanka; and plans in Indonesia to subsidize contributions from informal workers;
and design a pension program for herders and the self-employed in Mongolia
(ILO 2016).

A wider issue for pensions is that social insurance may be an important part
of the national pension system but will never provide enough coverage to
all unless combined with other schemes. Only those in formal employment
(employees and certain groups of self-employed with regular incomes) can be
effectively covered, and then only if their employment and contribution records

%4 For example, although many Latin American countries established social insurance at the same
time as much of Europe between World Wars I and II, most European countries have since
achieved nearly universal social insurance coverage, while Latin America’s social insurance
coverage gap has stayed unchanged for decades.
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hit certain thresholds.”® To meet all the main objectives of the pension system
and—given the SDGs’ social protection agenda—particularly poverty prevention,
the contributory (social insurance) tier of the national pension system has to be
supplemented with a noncontributory one, providing either a universal pension
or at least an income- or pension-tested basic pension.”® And as contributory
pensions only begin to have an impact after several decades of coverage starting,
most countries wanting to fill the coverage gap in minimum income security to
all elderly in Asia by 2030 will have to do so largely via noncontributory (social
assistance) provisions. Contributory provisions within this time frame can take
care only of those who are already effectively covered and contributing.

A great advantage of filling the existing coverage gaps with contributory
schemes—possibly with social insurance—is that well-designed and well-
governed contributory schemes provide their own financing. Thus, rightly,
many see extending social insurance coverage (and increasing its effectiveness—
contribution compliance, etc.) as a promising way to expand the fiscal space for
social protection (Box 7.1).

To summarize, expanding social insurance must be part of countries’ strategies to
achieve the social protection-related SDGs. All employers should be mandatorily
covered and contribute to employment injury schemes covering all their
employees. Similarly, all employees should be covered by short-term benefits for
sickness, maternity, and temporary unemployment (the long-term unemployed
and new entrants to the labor market need different social protection policies).

Asian Coverage and Gaps

Table 7.1 shows the scope of statutory coverage in most of the 16 countries
analyzed in this publication. Five of the 16 (Azerbaijan, Kazakhstan, Mongolia,
the PRC, and Thailand) with their social insurance provide comprehensive legal

9 Effective coverage—the proportion of all employed people contributing (or having employers
contributing on their behalf) to any social insurance scheme that provides coverage for a given
contingency—is a more accurate measure than legal coverage. These people should in the future
therefore be entitled to benefits, such as a retirement pension or unemployment benefits, if they
continue contributing long enough. Effective coverage is usually far lower than legal (or statutory)
coverage, which presents the portion of the economically active who, under existing legal
provisions, should be covered by one of the schemes providing protection for a given contingency
(pensions, disability, unemployment, etc.). They may not, however, be contributing and thus not
be effectively covered. Often easy to estimate, the legal coverage indicator usually overestimates
numbers of the effectively protected.

6 For a discussion of a pension system’s objectives, see Barr and Diamond (2008).
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Box 7.1: Fiscal Space and Social Protection

An International Labour Organization study by Ortiz, Cummins, and
Karunanethy (2015), analyzing existing options to expand fiscal space for
social protection, makes extension of effective coverage by social insurance
one of the most important. At the same time, however, it concludes (p. 22)
that much of the scope for increasing coverage depends on the efforts of
social security administrations and labor inspectorates to enforce the legal
provisions and ensure compliance of employers and workers to register, on
the one hand, and to fully pay their contributions, on the other.

Of course, one must consider the country’s situation, including the tax
burden (there may be a trade-off between how much one can collect from
employees through personal income tax and social security contributions,
and the potential impact of labor cost increases due to raised employers’
contributions).

Source: Author.

coverage for all eight major social security policy areas. India and Viet Nam
provide semi-comprehensive coverage with seven policy areas covered by at
least some schemes. The Lao People’s Democratic Republic (Lao PDR), the
Philippines, and Sri Lanka have limited scope, covering five or six policy areas.
Indonesia, Malaysia, Myanmar, and Nepal have very limited scope, covering only
three or four policy areas. Cambodia and Timor-Leste have too little information,
but their scope is certainly very limited.

Old-Age Pensions

According to results of the research conducted through the second wave of the
East Asian Retirement Survey (Chomik 2016, Jackson and Peter 2015, World Bank
2016), while Asian countries have previously prioritized economic growth over
social protection, there is evidence of increasing expectations among populations
that their government will increasingly step in to finance retirement. People in
different countries were asked: “Who, ideally, should be mostly responsible for
providing income to the retired?” In the Philippines, the PRC, Thailand, and
Viet Nam, more than 60% said the most responsible is government, while the
rest of the respondents indicated that the family or retirees themselves should
be responsible.
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Everywhere except Viet Nam, the majority of respondents believed that
employee contributions to contributory pension schemes should be increased,
and everywhere a large majority agreed that “government should require
workers to save more for their retirement.” The majority of respondents in most
countries also agreed that government should increase taxes to provide a basic
social pension to the elderly in need.

In most of the 16 Asian sample countries, coverage is rather low. For 15 of them
(Myanmar is not included), Table 7.2 shows proportion of older people receiving
any type of pension as well as proportions of those covered by contributory and
noncontributory provisions.

Effective coverage rates, showing people contributing compared with all the
employed, are in Table 7.6. Only in Azerbaijan, Kazakhstan, Malaysia, Mongolia,
the PRC, and Viet Nam does it seem that more than half of employees are
contributing to one of the contributory pension schemes. In the Philippines,

Table 7.2: Old-Age Pension Beneficiaries as Percentage of Population
over Statutory Pensionable Age

Statutory Pensionable

Age (Basis for Reference
Country Total Contributory Noncontributory Year Population)
Azerbaijan 81.7 40.8 40.9 2012 62.5 Men | 57.5 Women
Cambodia 5.0 2010 55
PRC 744 32.2 421 2011 60 Men | 55 Women
India 241 99 14.2 2011 58
Indonesia 8.1 2010 55
Kazakhstan 95.9 2011 63 Men | 58 Women
Lao PDR 5.6 2010 60
Malaysia 19.8 16.2 3.6 2010 55
Mongolia 100.0 62.6 374 2011 60
Nepal 62.5 9.2 533 2010 58
Philippines 28.5 24.3 4.2 2011 60
Sri Lanka 17.1 2010 55 Men | 50 Women
Thailand 81.7 13.1 68.6 2010 60
Timor-Leste 100.0 0.0 100.0 2011 60
Viet Nam 345 25.8 8.7 2010 60 Men | 55 Women

... =no data, Lao PDR = Lao People’s Democratic Republic, PRC = People’s Republic of China.
Source: ILO (2014a), Annex Table B.9, Annex IV (Statistical Tables).
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Sri Lanka, and Thailand, about half of employees contribute. In the other
countries, effective coverage from contributory schemes is very low, even
among employees.

None of the 16 countries can reach high legal coverage with only contributory
schemes. Table 7.3 shows key features of main pension programs in 14 of the
16 countries, as well as estimates of legal coverage by contributory (mandatory
and voluntary) and noncontributory pension schemes. In the PRC, the estimate
shows 100% coverage as, theoretically, all those not covered as employees can
join voluntary schemes for rural and urban nonsalaried workers, but, in practice,
the proportion of people effectively contributing to these schemes is much
lower. Azerbaijan, Kazakhstan, Mongolia, and Thailand potentially cover the
whole population, combining contributory and noncontributory provisions.
(Although Nepal has a noncontributory pension, coverage is estimated to be low
as the age of entitlement to that pension is much higher than to the contributory
one.) In countries which do not use noncontributory provisions to supplement
contributory ones, even legal potential coverage is quite low (generally less than
50% of the working-age population).

Employment Injury

Table 74 shows key feature of main employment injury programs in 13 of
the 16 Asian countries with data. In about half the countries, coverage for
employment-related injury comes in the form of social insurance, in the other
half as employer’s liability insurance (sometimes, employers are obliged to
secure private insurance). Still, these schemes are funded mainly by employers,
either through contributions, through buying insurance for workers, or—for
simple employers’ liability—by directly paying benefits. Coverage in all countries
is limited to employees, and usually those in the larger firms.

Unemployment Benefits

Among the 16-country sample, only six (Azerbaijan, Kazakhstan, Mongolia, the
PRC, Thailand, and Viet Nam) have well-working contributory unemployment
benefit programs. In Thailand, nearly 30% of the unemployed receive benefits,
but in other countries, coverage is 10% or less of all the unemployed. India has
a public employment guarantee program for the unemployed rural poor, but it
reaches a maximum of 3% of the unemployed across the country, although in
some states coverage is significantly higher—see, for example, Kamath (2010)
and Das (2013). Some other countries in the region (including Indonesia,
Malaysia, the Philippines, and Sri Lanka) are debating the possibility of
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Social Insurance

introducing unemployment benefits by converting existing severance pay
obligations of employers. Debates are difficult as trade unions, though opting
for unemployment benefits, want to keep at least partially existing severance
payments, while employers seem willing to agree to pay contributions to new
social insurance programs only if their severance pay obligations are phased out.

Coverage Gaps in Social Insurance

The share of employees in total employment in the 16 Asian countries varies
widely (Table 7.5). In some countries, over 50% of all the employed are wage and
salary earners (Kazakhstan, Malaysia, Mongolia, the Philippines, the PRC, and
Sri Lanka), while in the rest, they are in the minority, with the lowest shares well
below one-third in India, the Lao PDR, and Myanmar.

Table 7.5: Share of Wage and Salary Earners in Total Employment, 2015

Wage and Salary Earners as Share

Country of Total Employment (%)
Azerbaijan 347
Cambodia 37.3
PRC 53.3
India 21.2
Indonesia 36.1
Kazakhstan 69.2
Lao PDR 15.5
Malaysia 75.5
Mongolia 53.9
Myanmar 11.9
Nepal 26.6
Philippines 54.8
Sri Lanka 57.9
Thailand 46.0
Timor-Leste 32.8
Viet Nam 36.2

Lao PDR = Lao People’s Democratic Republic, PRC = People’s
Republic of China.

Source: Author’s estimates based on ILO Global Employment
Trends 2014: supporting data sets (ILO 2014b).
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Estimating the Contribution of Social Insurance
to Achieving the Social Protection Agenda
of the Sustainable Development Goals

Contributory schemes effectively covering larger proportions of self-employed
until now have proven possible only in highly formalized economies with sound
mechanisms for registering (people and incomes) and enforcing collection of
taxes and contributions. In countries with large proportions of mostly rural self-
employed, highly informal economies, and weak administrative capacity, there
are clear limits for extension of coverage by contributory pension schemes.

Table 7.6 shows estimates of social insurance coverage rates—and its inverse,

coverage gaps—in the 16 countries, assuming that all those with employee status

Table 7.6: Estimates of Social Insurance Coverage Gaps,
2015 or Latest Available

Maximum Potential Coverage

by Contributory Schemes Coverage Gap
(thousands) Estimated (% not contributing)
Number ——
of Actual Maximum  Minimum
All All Paid Contributors (% of paid (% of
Country Employed Employed Employees (thousands) employed) employees)
Azerbaijan 4,714 4,351 1,508 1,773 59 4
Cambodia 8,606 7,941 2,964 43 99 99
PRC 769,919 676,346 360,382 270,995 60 25
India 484,550 419,227 88,748 51,887 88 42
Indonesia 118,260 101,055 36,499 13,838 86 62
Kazakhstan 8,679 8,645 5,979 5,750 33 4
Lao PDR 3,407 2,184 339 48 98 86
Malaysia 13,057 12,484 9,431 7,761 38 18
Mongolia 1,234 952 513 611 36 4
Myanmar 29,678 16,698 1,979 0 100 100
Nepal 15,051 14,031 3,735 468 97 87
Philippines 41,254 37,004 20,291 11,711 68 42
Sri Lanka 8,156 7,541 4,363 2,057 73 53
Thailand 39,873 32,063 14,760 9,049 72 39
Timor-Leste 189 145 47 18 87 61
Viet Nam 54,622 46,133 16,713 WL 555 75 31

Lao PDR = Lao People’s Democratic Republic, PRC = People’s Republic of China.
Source: Author’s estimates based on ILO and World Bank databases.
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could be potentially covered. (We do not consider here the second, maximum
option, which would aim to cover all those with paid employment, that is,
including all the self-employed. We see this option as unrealistic, at least by
2030.)

In only three countries is the percentage of contributors among all those in paid
employment higher than 50% (and respectively the coverage gap is lower than
50%): Kazakhstan, Malaysia, and Mongolia (penultimate column). These three
countries, as seen, have high shares of employees in total employment. But some
other countries with similar shares still have coverage gap ratios to total paid
employment higher than 50%—the Philippines, the PRC, and Sri Lanka.

If, however, we look at coverage gaps among employees only (right-most
column), the picture changes slightly. The lowest coverage gaps are in Azerbaijan,
Kazakhstan, and Mongolia where nearly all employees seem to be contributing.
Shares of employees not yet covered are in the PRC and Malaysia, 20%-25%;
in Viet Nam, about 30%; in India, the Philippines, and Thailand, about 40%,; in
Sri Lanka, slightly over 50%; in Indonesia and Timor-Leste, about 60%; and in
the Lao PDR and Nepal, close to 90%. Contributory schemes offer no coverage
at all in Myanmar and Cambodia (but, in these countries, at least certain groups
of government employees are covered by noncontributory schemes for pensions
and some other benefits).

Current levels of coverage rates and gaps reveal countries’ varying potential
for closing some of the social protection gap through 2030 with contributory
schemes.

In further analysis, we assume that, as part of achieving decent work, countries
will make efforts to cover with social insurance all those with employee status
in the labor market. Most countries with low employee coverage rates will find
this challenging, sometimes due to institutional and administrative problems,
and so our assumption may lead to overestimating possible coverage and poverty
reduction effects. We also assume that the above aim will be achieved gradually,
using the maturation function (Chapter 1). We do not assume, however, that by
2030 there will be any substantial increase of coverage by contributory schemes
for the self-employed.
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The above is taken to have the following effects:

e All employees covered by social insurance and their dependents will
enjoy decent remuneration and social insurance benefits for different
contingencies. Implicit assumption here is that this expansion of
coverage will mean not only increasing the extent of personal coverage
of employees but also the scope and quality of such coverage—that all
the major contingencies and policy areas will be covered (which, in
many countries in question, is far from being the case now) and that
benefits will be sufficient to prevent poverty. Again, this assumption may
be overoptimistic and thus results may overestimate possible poverty
reduction effects.

e Poverty incidence in this group of the population (employees and
their dependents) will be gradually reduced to zero, and the number
of poor, the poverty gap, and the protection gap will be proportionally
reduced relative to the status quo scenario (see Chapter 1) of projected
government revenues in 2030.

e More people will start receiving pensions, assuming the same maturation
function as above but with the effects delayed by a further 5 years,
proportionally to the increased coverage of the working-age population.
Most of these pensions will likely be disability pensions, as 2030 is too
short to allow enough time for contributions to give entitlements to
meaningful old-age pensions, and so the number of those in poverty will
additionally fall by the number of these new pensioners.

e Poverty incidence among those who become newly entitled to pension
benefits will be reduced to zero relative to the current level. The poverty
gap and protection gap will be proportionally reduced relative to the
decrease in the number of poor compared with the status quo scenario.

We also assume that, from the fiscal point of view, such extension of coverage
and reduction of poverty will be fully financed by revenue from contributions
paid by the newly insured and their employers. Of course, such increase in
coverage is not neutral in fiscal and economic terms. Higher fiscal obligation of
the newly covered may result in their behavior in terms of willingness to pay
other taxes as well as in terms of their behavior at the labor market. Increased
labor costs may have an impact on the hiring behavior of employers. On the other
hand, better coverage and more decent work in the longer run leads to higher
productivity of those employed, making it hard to predict the balance of these
economic consequences.
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Figure 7.1 shows aggregate expected reduction of poverty for all 16 countries.
Table 7.7 presents detailed results.

Figure 7.1: Estimated Reduction of Poverty Due to Extension
of Social Insurance Coverage to All Employees,
16 Asian Countries, 2015-2030 (%)

-10 -

-12 -

-14
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

M Poverty reduction due to extended social insurance pension coverage
M Poverty reduction due to decent work with social insurance

Source: Author’s calculations.

Conclusions

Extending coverage by social insurance potentially not only provides an
opportunity to reduce the current social protection gap, but also serves as
mechanism to mobilize resources to finance it. Our analysis shows, however,
that there are limits to such extension by contributory schemes due to the
labor market structures of many Asian countries, notably degree of formality of
employment.

Given that populations in many of the 16 Asian countries seem to expect more
government involvement in providing income security in old age, and that groups
of populations seem ready to participate with additional contributions, savings,
or both, efforts to extend coverage should be undertaken as part of national
strategies to reach the social protection-related SDGs.
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Table 7.7: Assumed Increase in Social Insurance Coverage
and Estimated Poverty Reduction Effects of Expanding Share
of Employment Covered by Social Insurance and by Extending Coverage
by Contributory Pensions through 2030

Coverage
(% of All Employed Reduction of Poverty Incidence
Covered) (Percentage Points) by 2030
Covering All
Employees with Full
Range of Short-Term Covering All
Social Insurance Employees with Social
Country 2015 2030 Benefits Insurance Pensions
Azerbaijan 33 35 -14 -0.2
Cambodia 0 22 -219 -23
PRC 40 53 -13.3 =82
India 12 21 -8.9 -11
Indonesia 14 36 -224 -28
Kazakhstan 66 69 -2.38 -04
Lao PDR 2 15 -13.3 -1.0
Malaysia 62 75 -13.6 -19
Mongolia 52 54 -22 -0.2
Myanmar 0 12 -11.9 =1L
Nepal 3 27 -231 -24
Philippines 32 55 -230 -23
Sri Lanka 27 57 -297 -6.2
Thailand 28 42 - 141 -338
Timor-Leste 13 30 -176 -12
Viet Nam 25 36 =112 -1.9
Total = = -10.6 =118}

- = not applicable, Lao PDR = Lao People’s Democratic Republic, PRC = People’s Republic of
China.

Source: Author’s calculations.

The situation, of course, differs by country. Some have already achieved relatively
high coverage by social insurance, and for them, closing coverage gaps requires
completing it with noncontributory schemes for those not covered and needing
protection. Other countries still need to sharply improve coverage of people
with employee status but must also expand social assistance schemes, including
social pensions, to close the protection gaps of those in the informal economy.
Expansion of social insurance is therefore important, but not a full solution.
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Benefit eligibility in contributory pension schemes always requires a certain
minimum period of contribution payments and, with old-age pensions, such
periods extend to decades. That is why one should not expect any dramatic
increase in the number of elderly receiving contributory old-age pensions
through 2030 and why closing the protection and coverage gap requires rapid
expansion of noncontributory interventions.

Thus, through 2030, the effects of extending contributory pensions on reducing
poverty and expanding protection will likely be very small, but one must
remember that much larger effects will come within a longer period after 2030,
when—after 40 or more years of contributing—the people newly covered before
2030 will retire.
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