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e General Secial Secury
ReEQime, el private Sector WolKers;

managed: by therNational Secial

Security Institute (INSS)

The Special Sociall Security
REQIMES, for public servants,

adiministered i conjuRcCtIoRWILH
payroli




The 1988
Universal rights

Concept of social security -
“Seguridade” - pensions, health, and
soclal assistance

Diversification of financing

Decentralized administration (except
for pensions)




Years of contrilkution,, net years workead
Eary retirement ended fer new’ insured
MiRimun age ior civilfsenant retirement;

lletal contriputions and age' linked el
INSS benefit calculation (“seciallsecurity,

facter” akin ter NetenaltACCOUNRLS);

PEnsion Penefits contingent upon
mathematical resemnes

Maximumr el 50% share: By employers In
flinding the pension funds of the: state-
EWNREdrcompanies, INroaucing guaraniees
off pestakility:and vesting




Reduce civil servant pensions — based on all
contributions after 1994 rather than
salary upon retirement, reduces early
retirement benefit (5% per year), and raises
the minimum time of contribution;

For future civil servants, fixes a ceiling for
defined benefit pensions equivalent to the
ceiling in the govt. (US$ 1,273) plan for
private sector workers;

Creates individual private accounts to cover
pensions above the new INSS ceiling

Reduces value of survivorship pensions by 30%
and imposes an 11% contribution on benefits
over INSS celling




EGCUS 01 Pension: DENCILS -
thus causing am INSSTdeficit of
1.7% o GIDR, wWithia 3.6% of: GIDE defiCIt 17
20025161 cIvIl serivants system: IS Justifies
NEen for reforms.

SEQUIICACE=CERIAIC -~ Seguridade
andithat Its revenue: SOURCES

— TaXes o pay/roll; company’ profits, reVENUES,
and financial transactions

This leads to a
(I.e. cutnacks not needed).




Elements for a new: agenda




'Nonpayment

Fraud

Evasion

Exempt

Revenue
CoYIec%on (1)

Potential
Cotﬁect?on (2)

Heavy losses occur
due to evasion, and
fraud. Revenue
collection enhanced
through increased
compliance.

End questionable,
widespread
exemptions.




Wages +  Qccupational structure 2002 ~ Average
payroll/

— Wage -
GDP - MPIOYETS : : Euros
2002 e%‘ﬁ?gyfzd Salaried Domestic 2001

Eurozone 64.4 14.8 33.2 1.9 29,627

Low levels of coverage remain a basic problem.
Without higher salary levels and benefits that
provide a basic standard of living, It isn’t possible to
have a classic universal social security system
functioning with actuarial equilibrium




[2GSses) of liealtny IViertality until 65
Country. lIferexpeciancy = % yearsield =%

Argentina 13.6 15.5 28 15

Colombra 17.1 16.9 29 20
IMEXICO 9.2 11.1 29 18
Poriugal 11.7 13.4 23 11
[G2ly 9.2 11.3 18 10
USA 10.8 13.5 22 14

Sweden 9.2 11.1 14 0




Duration of henefits dees not in: 1tself appear to
e the key: proklem fier privale Sector Workers.
Altleughr 2004 gevernment mortality: tanles
SHEW WENETITS CEaSING at age: /7.6 ol men and
60,6 e WemEeER thelINS ST aaiz SHeWW BENENILS
CEeasing atages 74 ana 66— a 615/ 1452 yealr

aIspamiy

PUBIIC expenditures en SUVIVersiiip BERES
(2.6%/G D) are oVerly 0enerous, Rapldiise In
Spendinofon disapility wenetits and family.
INCOME SUPPOIS 1 arpopulation Where fiewer
WOrkers ane making contriputions IS alse cause
for concern




Doen't iecus; enly: onr censtitutional refem:
Administrative refermite reduce: fraud
Refeifm Via ereinany/ Legisiation

Adults’ capabler off werking| sheuldn't receive

Ifetine: sUIVershlp BERERIS

Classiifying workers whoe are paitially aisanied
appreprately weuld enceurage: them, te find
suitable employment

Eliminaterauplicate benetitsiand cut Benetits
eI WOrkers receving il pulelic BeRelits Who
contnUe ter Werk




