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Rethinking Social Security Provision for Informal Workers
Case for A Needs-based Approach’

Varinder Jain
Institute of Development Studies, Jalpur

Abstroct

in an era of globalisation, privatisation and liberalisation, employment across
the globe has become precarious and insecure. Blight of those seeking
emplopment in the informal sector (s miserable. With limited, uncertain and
insecure earnings, the informol sector workers get exposed to o set of
vilnerabilities. Due to their limited wherewithal, their lives remain much
insecure af times of contingency. As they lock access To institutional sociol
security mechanism, there has been o pressing need for devising @ sound sociol
Security system thaot may provide o warkable salution To their needs at times of
emergency. In this context, this study has o two-fold objective, First, it discusses
the notion of sacial security from a developing world perspective and secondly,
it proposes g needs-based approach to social security with substantiation,

JIEL Classification: Informal Sector, Informal Workers, Social Security, Contingent Security.

Introduction

Access to social security by shielding against adversities like unemployment, illness, injury and
other life-threatening events such as famines besides providing opportunities to enhance one's
capabilities and livelihood options, can ensure better returns. It is increasingly recognized that a
life secured against various contingencies, apart from improving the levels of economic growth
contributes towards meaningful human lives by relieving people from theair vulnerabilities. Due
toits contribution towards the enrichment of human lives, schalars have linked the concept of
security with the notion of sacial justice and human rights.?
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Howsayar, lam solely responsible for the emors, #ang

* Far example, Dunne and Wheeler's (2004) critical approach bo seoarity emphasises the fundamental indisibiity of security and human rights, Mlso
wisd, Kannan asd Pilla (20070




Moreover, the significance of security has been recognised at the international level and most
often, it remained the central focus of various international conventions and declarations.?

Such comcerns for security in both the developed and the developing world have emerged
because “the reality of poverty, vulnerability and social insecurity is all pervasive irrespective of
the income levels of countries, The difference is anly one of degree and not of essence” (Kannam,
2004: 1-8). Mo matter whether these are developed, developing or transition economies, there
exist several critical areas of insecurity to be addressed. The developing economies, for example,
are suffering from unemployment, under-employment, unmet basic needs and high old age
vulmerability whereas issues of open unemployment, inadequate old age pensions and absolute
poverty are major problems for the economies in transition. One cannot term even the
developed world without any problems as these economies are facing an increase in aged
population, child poverty, open unemployment and problems related to migrant population.

A major reason for the emergence of these problems is related to the nature of modern
development pracess. In fact, it has become difficult for a large set of the population to satisfy
even their basic needs due to changing contours of the development process.* Along with this,
the introduction of flexibility in labour markets during globalisation has endangered the
livelihoods of a majority of workers. The International Labour Organisation in its report
Economic Security for a Better World have raised concern about emerging economic insecurity
by pointing out, “there is a greater perception of risk, a greater incidence of people exposed to a
wide range of risk, and a reduced capacity to cope with and to recaver from the adverse
consequences in part becausa of the cumulative nature of “winning” and “losing” in a markat
society, in part because of the whittling away of informal support network (familial or other) and
of formal state network of support in case of need” (ILD, 2004: 3-5].

Though experience of insecurity is common for entire population, it is mainly the working class,
which are more vulnerable to changes in the global economy. Scholars have pointed out factors
like foreign trade, foreign direct investrment, price fluctuations, flexibilization of labour market,
changes in government expenditure and lack or inadequate coverage of social security as key
factors for economic insecurity of working class.® Though the onslaught of economic insecurity
during globalisation is jeopardising the lives of workers in both the developed and the
developing nations, these are the workers from the developing world for whom it has become
much hard to manage with these emerging insecurities. There does prevail a kind of dualism in
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the labour market of developing countries as far as the level and kind of security enjoyed by the
workers is concerned. Here, one segment being relatively organised is able to take advantage of
strong trade unions and legislative support to protect it from different forms of insecurities,
whereas the other segmeant, though being relatively large in size is unarganised and is not able to
safepuard its interests primarily due to lack of significant legislative support. It suffers from
various forms of insecurities. The experience of these insecurities for this segment of workers is
not mutually exclusive in the sensa that the impact of insecurity does not remain limited to itself
alone, rather it triggers another insecurity, which, most often, acts and reacts with other aspects
of human life and add an to insecurity. Such complex interplay of insecurities ruins not anly the
present well-being of workers but also puts at stake their future well-being. Given such
circumstances, there arise the need, at least from a policy perspective, to devise measures by
which we may protect tha ability of these warkers in the unarganised segment to make decisions
based on arrange of real choices about their lives in the event of emerzing economic insecurities.

This paper has a two-fold objective. First, it discusses the notion of social security from a
developing world perspective (in section ). Secondly, it proposes a needs-based approach to
social security with substantiation (in section 11). To conclude, the relative merit of needs-based
social security scheme especially in situation when the incidence of vulnerability has become
pervasive in the warking lives of informal sector warkers are discussed (in section 111).

Section |

Understanding the Notion of Socio-economicSecurity: Developing World Perspective

Since the evolution of civilisation, though every society or tribe had devised ways to ensure the
provision for certain basic needs and protection from various contingencies®, there took place a
more formal and systematic development of social security in industrialiszed countries mainly
due to rapidly increasing industrialisation and urbanisation during the last two centuries. The
Europe during this period witnessed initiatives by various organisations of merchants or
craftsmen to protect the economic security of their members. These initiatives were
supplemented by the state with the 1834 Reform of the British Poor Laws when the relief for the
poor was financed from a compulsory tax on the property-owners.” After receiving stimulus
from the state, the coverage of social security continued to widen over period of time® and it
attained a more formal character after enactrment af the Social Security Act in 1935 under
Roosevelt administration in United States. In fact, Roosevelt wished for ensuring ‘securily from
crodle o the grove’. Similarly, the visionary aim of freedom from fear and want’ proclaimed by
United States and United Kingdom in the Atlantic Charter of 1941 got revalutionised with
William Beveridge's Report (Otting, 1993).

*Halln [1967: 31-350, Tor wearnphs, previca a be il discrigtion of vanious by of secal scuritas avalable b the peapls of India in ans@nt tnes. B
irdorms us shout the sxistence of pmovisions agairet vancus conbngencies bke sckness, matemity, old ape and wnemployment even i the times. of
Marw, Kaubibys arsd Shukracharya, it abso ponks gut the gresslence of certan imebbutions of the bppe of “Gukk” or “Sangh”™ which werked ax social
imyrance nytibsbens providng wsricus benefits ranging from sickn e o Baeria | benefity

?F-cr bl accoust ol the dutonad e iy, Wi Glai i 00 F).

" socialinsurance, forsioenple, was nbroduced by Dtho won Bismards i Gemanyin 1238,




Following these developments in the industrialised natians, the International Labour
Organisation (ILO), in 1952, also contributed towards the consolidation of social security
through its Social Security (Minimum Standards) Convention (No. 102). This Corvention marked
thie beginning of the new era an social security, as it was much different from the earlier pre-war
Conventions, it distinguished and defined nine branches of social security covering all the
standard contingancies faced by workers, viz. the need for medical care, incapacity for work due
to sickmess, unemployment, old age, employment injury, child maintenance, maternity,
invalidity and death of the breadwinner? (ibid: 165-168). It defined social security as the result
achieved by a comprehansive and successful series of measures for protecting the public (or a
large sector of it) from the economic distress that, in the absence of such measures, would be
caused by the stoppage of earnings in sickness, unemployment ar old age and after death; for
making available to that same public medical care as needed; and for subsidizing families
bringing up young children [ILO, 1958: 11 as quoted in Prabhu, 2001: 3}. This definition of social
security received criticism as it was based on the belief that the people already enjoy a certain
socially desirable minimum standard of living and consequently, social security should protect
and prevent a fallin living standards [Dev et al,, 2001: 12-13).

Mevertheless, this Convention as such played a key role towards the development of social
security systems over a period of time in the industrialised countries. Though developing
countries too, after attaining independence, have initiated attempts towards providing security
against various adversities, there has not taken place any significant change in extent and
coverage of social security in the developing world. Guhan (1934) argued that formal measures
of social security implicit in the ILO Convention MNa. 102 experience a number of limitations in
the developing world as far as the question of their availability, coverage, adequacy, regional-
spread and financing is concernad. Moreover, in developing countries, the scope for these
formal measures of social security gets further narrowed down due to various bottlenecks like
under-developed credit and insurance markets, segmented labour markets, high proportion of
self-employed, unstable and irregular wage employments, high occupational diversity, federal
resource constraints and so on. Given such structural and economic bottlenecks towards the
adoption of classical models of social security, the prevalence and persistence of adversity and
deprivation in the developing world have urged the need to explore alternatives suitable for
developing world. Not surprisingly, there has emerged a huge literature, around this idea,'®

& central tenet of the literature is related to the notion that peaple in the developing world has
already experienced deprivation and adversity of one kind or the other and unlike the developed
nations, there exist certain segments of population which are deprived of even the basic needs
like food, water, shelter etc. A large number of people are either unemployed or if employed,
they are in such coccupations where they suffer from irregularity of work, poor working
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conditions, inadequate earnings and limited chances of upward maobility. Under such
conditions, there is a greater need, along with protective modes, to strengthen the promotional
mades of social security so that the life-styles of the poor and vulnerable segments of the
population may ba uplifted,

In the era of globalisation, though both the develaped and developing countries experienced
flexibilization of labour markets and the conseguent emeargence of various forms of precarious
and insecure occupations (Heery and Salman, 2000), it is in the latter type of countries, such
nature of growth in this era have left people with much feelings of 'being vulnerable and poor'.
Such a situatiom emerged basically due to either lack of sound security policies or narrow
coverage of existing safety mechanisms or both. Under such circumstances, arguments have
been made towards enlarging the concept and coverage of social security. Though from a
peneral perspective, the effart made by Kannan (2004) in this direction is quite remarkable as it
extends the conventional scope of social security to include two kinds, though closely related, of
social security, viz., 'Basic Social Security’ (B55) and 'Cantingent Social Security' (C55). The BSS
refers to that kind of security which is directly linked to the problem of deficiency of those having
either no or negligible access and affardability to minimum resources required for a dignified life
in society whereas the C55 aims at providing support, through social arrangements, against
various contingencies in ane’s life. These contingencies may refer to adverse ‘situations arising
out of human life and work such as ill-health, injury and accidents, unemployment, maternity,
old-age, death of an earning member and 5o on' {ibid: 11).

Also, it is worth mentioning that along with social security, the term "socio-economic security” is
in vogue." It is claimed that the term “socio-economic security' is much inclusive and broader
than the corventional definition of 'social security’. Prabhu (2001) considered socio-economic
security to include not only various contents of ILO's social security but also various measures to
enhance social and economic capabilities of the people.

&5 discussed above, the provision of social security in developing countries, through various
promoticnal and protective mechanisms, aims at enabling the economically and socially weaker
sections of the population to enjoy certain minimum level of basic needs like food, clothing,
health, education etc. Most often, the provision of these benefits is means tested. The state in
India, for example, also provided for a (stipulated) minimum wage across different occupations
as a protective mechanism. In recent times (in an era of globalisation), there took place a spurt in
informalisation and casualisation of workforce in the developing world and consegquently, the
security-related needs of the workforce have become quite diverse and significant. Owing to
this, there has arisen the need for such social security palicy that should address issues of not
anly basic and contingent soclal security, but also various aspects related to workplace, mainly in
the unorganised {informal] segments. Most of these workplace related aspects remained, till
date, beyvond the ambit of present-day soclal security policies. Recently, the ILO has initiated its
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effart to examine the economic insecurity faced by workers in various workplace related
aspects, but it does not specify any distinction about the dualistic nature of these economies.

Issues Concerning Socio-economic Security in the Developing World

The concept of socio-economic security assumes significance in the developing world mainlky
because of its merit in taking care of both wark-related and contingency-related insecurities and
vulmerabilities. There are several critical issues that need to be addressed while thinking about
thie domain, object and feasibility of socio-economic security in the developing world.

The first core issue is about the constituents of socic-economic security. As pointed ouwt
elsewhere, the concept of sotio-economic security is both waork-based and contingency-based
and therefore its constituents also are related with these aspects. Following Guhan (1924), the
constituents of socio-econaomic security should be such that they should prevent an increass in
deprivation and should act towards promating the chances for individual development. In
developing countries where a large number of people are either unemployed or if employed, are
engaged in self-employment ar wage-based work activities, the protective element implicit in
work-based socio-economic security should aim towards not only the protection from
unemployment or under-employment but also should ensure the protection of already
employed working populations from wvarious kinds of exploitation and discrimination,
prohibition of child labour of any kind, ensuring safe working conditions, and so on whereas the
promotional element implicit in work-based socio-economic security should contribute to the
enrichment of human capital through the provision of required zkills and training to workers,
ensuring easy access to administrative machinery for safeguarding workers' interests,
development of sound legislative framewaorks and so on. Regarding the second aspect wiz.
contingency-based socio-economic security, the protective element should provide support to
the 'needy’ ones in case of irregularity of employment, exposure to sickness, accidents, injury
and maternity compulsions along with provision of suppaort in case of old-age, death of bread-
winner and various other similar contingencies whereas the promotional element should uplift
the living standards of the needy through the provision of support in terms of food, clothing,
shelter, education, health ete. at times of adversities.

The second issue is related to the guestion: who will be the beneficiaries of socio-economic
security? The answer to this guestion is implicit in the definition of socic-economic security. A
consideration of only the work-based component of socio-economic security leaves the
impression that its scope is limited to workers and their families only — no matter whether they
are either self-emploved or wage workers but, at the same time, a look at the contingency-based
element of socio-economic security leaves Its scope open to all those who are in need due to
their exposure to various adversities — no matter whether they are workers, elderly, widows,
children and 5o on. In one sense, ong may consider population as workers. The children, for
example, are potential workers whereas elderly and widows are categorised as retired workers.




The third core issue of socio-economic security provision to the working class is the guestion of
mabilising resources for financing it. Scholars like Burgess and Stern (1991 have apined that the
state should come forward to ensure the provision of social security. The reasons for active state
participation are varied and range from the guestions of efficient zallocation and distribution of
resources in an econamy, social welfare and various other political economy considerations. This
aspect of financing social security solely through state excheguer has received criticism from
various scholars during recant times. It is arguad that the capacities of the state to provide such
compensation got restricted due to the emerzence of globalisation, liberalisation and
privatisation at the large scale.” Mareover, in developed countries, there is on-going debate,
pioneered by Feldstein and others™, about varicus aspects related to social security such as its
type, targets, financing, etc.

In developing countries too, the fact of reduced financial capability of the state during
globalisation stands as well but there is alsa the evidence revealing the wastage of public funds
due to lack of planning and mis-managament." Such incidence provides a ground to question: if
thiere are funds with the povernment ta waste, why does it not have any funds for the welfare of
the masses? Given such incidence, it is quite possible for the state, in its capacity, to provide at
least the minimum suppart for the cause of welfare and well-baing of the neady populations.
The state in Kerala itself provides a striking example of contributing, though partially, towards
the establishment of the "welfare boards’ (Kannan, 2002). The funds of welfare boards are
contribution-based with partial support from the state. Therefore, on the same line, various
benefits to the working populations under the socic-economic security can be pravided.

Section

Rationale for a Needs-based Approach to Social Security

Though there has been a concern for strengthening social security mechanism in India even
among the earlier governments, it has been the UPA government, which took this aspect
seriously and thereby constituted a National Cammission for Enterprizes in the Unorganised
sector (NCEUS) to devise mechanisms for ameliorating the working lives of unorganised sector
enterprises and workers. The NCEUS, after a thorough examination of various facets of
unorganised enterprises and unorganised workers, has reached at the conclusion that the
insecurities faced by unorganised workers are guite pervasive, which urge for a provision of
some sort of protective cover to the workers. Though there has been a mild criticism from other
commentators about the way the NCEUS has envisaged the provision of basic social security
cover to the unorganised workers, there has been a unanimous consensus about its utrmost
need. The MCEUS, besides suggesting other policy measures for strengthening the operational
dynamics of unorganised enterprises, has urged the state to facilitate the development of social
security boards to provide a universal basic minimum social security cover to all the unorganised
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workers. The NCEUS suggested the provision of a basic monthly pension of Rs. 200 to all workers
belonging to BPL families. It also made provisions for health benefits, maternity benefits, life
and old age benefits for other unorganised warkers. It envisaged the financing of such basic
social security through a contributory system with worker, employer and the state as the key
contributors in the sense that it urgad the employer and state to contribute Rs. 1 a day each and
thie worker a maximum of Rs. 1 a day to the contributory fund. In cases, where it is difficult to
identify emplovers, the NCEUS urged the state to come forward for making contributions.

It is noteworthy that the WNCEUS" proposal for providing basic social security cover to
unarganised sector workers is really commendable as it has shown the unorganised workers
some hope of getting relief through the institutional mechanism. Nevertheless, there lies
adequate scope for honing its proposal further by sugpesting that sector-specific social security
policies within the unorganised sector should be developed so as to attain more concrete
outcomes. Such paint holds significance due to the fact that India’s unorganised sector per se is
quite diverse and heterogeneous which makes the workers belonging to different sectors guite
diverse in their exposure to insecurity and thereby their need for social security. We make such
an attemipt by considering the case of unarganised manufacturing sector warkers by forwarding
aneeds-based approach to social security.

Broadly, the social security literature has emphasised mainly on the provision of old age security
and health benefits and in most cases, it considered workers as a homogeneous group having
similar needs. Though one may attribute such perspective an social security to the minimalist
role of the state, the utility of such an approach to social security for mitigating the hardships of
working class remains somewhat limited as economic shocks experienced by worker
households do not remain confined merely to health and old age; rather the worker households
experience avariety of economic shocks in their routine lives. Amongst others, sudden exposure
to unforeseen contingencies makes households vulnerable. Therefore, under such
circumstances, the social security mechanism, as emphasised by Kannan (2007), must contain
an element of contingent security. The contingent security transfarms the general character of
social security into the one that is largely based on househalds” needs. The 'Needs-based
Approach to Social Security’, being largely protective by its nature, is based on the premise that
the social security mechanism should be in a position to provide economic support to the worker
household as and when it feels the utmost need for such help.

Salient Features of Needs-based Approach to Social Security

The social security is known not only for its nature of contributions but also for eligibility
conditions and the structure of benefits provided. The discussion of salient features of the
needs-based approach to social security is largely based on an elaboration of various aspects
that underlie each of the contribution rates, eligibility conditions and the benefit structure.
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Contribution Rates

The proposed scheme is based on the contributory principle and in its endeavour, it considers
thie worker, employer and the state as active contributors to warker's contributory fund. It is
noteworthy that it does not adhere to the principle of uniform contributions by the three
players; rather its contribution structure is influenced by certain principles and thereby is based
onthe proportionate formula.

For contributions from workers, it follows the principle that 2 worker must make his contributions
as per his ability to contribute to his contributory fund. Such a need for seeking contributions
from the workers as per their ability to contribute has been desired in light of the fact that a large
majority of the unorganisad industry workers are poor. Under such situation, it could be difficult
for a worker with high dependency burden to contribute to his contributory fund even if he/she is
regularly emploved.™ Therefore, it was urgad that the proposad sacial security scheme must take
care of worker's dependency burden. It must allow the workers to be a part of the program by
asking them to contribute anly at the rate of one percent of the per capita income of their family
members. Moreaver, the proposed scheme adheres to the notion that it should not burden the
new incomers ta contribute ta their contributory fund as and when they join the labour market;
rather it provides a sufficient time (of say, 5 years] to gt them somewhat adjusted to labour
market before starting making contributions to their contributory fund.

While seeking contributions from the employers, the scheme adheres to the principle of
‘Reward as per Performance' as it finds guite unjust for not penalising the employers in
proportion to worker's contribution to enterprise’s growth and thereby emplover's profitability.
Such a contribution from employers seems to be quite rational as the worker makes her
contribution and the employer must compensate the worker over and above her wage to
facilitate offsetting the unlikely effects of working conditions under which the worker has
contributed to enterprise’s growth. Specifically, the scheme propases that the employer should
contribute at the rate of one percent of the wage received by the worker. The proposed scheme
while seeking contributions from the employer also considers seriously the degree of
hazardousness of the work activity performed by the worker. It opines that hazardous working
conditions, by affecting adversely workers” health, burden workers with pre-mature retirement.
These adverse working conditions also lessen worker's life expectancy. There is a social rationale
for setting employer's contribution rate at a higher level. In this endeavour, it proposes @ prioe
the construction of an "Enterprise Hazardousness Index' (EHI) at a scale to the maximum of 10, I
the work is not found to be hazardous, the employer is relieved from making contribution on this
account. Otherwise, she has to make contributions of 0.10 percent of wage at every point
reached by the EHI index. The employer, for example, is asked to contribute additionally 0.2
percent of wage if the value of calculated EHI index is 2 and 0.8 percent of wage, if the value is
found to be Band so on.

" i is reoseworthy that 2 large segment of the urorganised workers work a5 oither sl or |:|:II1Ir-I|:I:..|.:I| emplogment types with inhrent
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Table 1: State's Contribution Rate under Proposed Social Security Scheme

Household Per Capita State State
[Adult Equivalent] Income Slabs Contribution Contribution
Rate {inRs.}
Below 0.50 times State Poverty Line 1.50times of Bs. 30 a month 45
Between 0.50timas and 1 times State Poverty Line | 1.25 times of Rs. 30 a month 37.50
Between 1and 1.50times State Poverty Line Rs. 30 a month 30
Between 1.50 and 2 times State Poverty Line 0.80 percent of Rs. 30 a manth 24
Between 2 and 2.50times State Poverty Line 0.50 percent of Rs. 30 a month 15
Above 2.50 times State Poverty Line No Contribution Mo
Contribution

Mote: This idea gets inspiration from Sengupta, Kannan and Raveendran (2008)

The proposed schame holds the state responsible for contributing to workers' contributory fund
but while seeking contributions from the state, it does not urge the state to make a uniform
contribution for all the workers; rather it holds that the state should prioritise the welfare of
most needy workers over others, who are more capable of taking care of their basic needs.
MCEUS has aptly proposed a uniform state contribution of Rs. 1 a day, i.e., Rs. 30 a month or Rs.
365 a year. Mevertheless, the State, on grounds of social justice, shall not adopt a uniform
contribution rate for all the workers; rather it should adopt a discriminatory policy aimed at
helping needy warkers relatively more than other workers. We proposa the state contribution
rate to be determined by the slab under which the per capita income of warker's househaold
members falls. As shown in Table 1, if the per capita income level falls far below the poverty line,
the state's contribution rate should be Rs. 45 a month (1.5 times a minimum of Bz, 30). If this per
capita income is somewhat nearer to the poverty line, the state contribution should be Rs. 37 52
month [1.25 tmes Rs. 30). If the per capita income is above paverty line, but within the range of
1.50 times of the poverty line, the state's contribution may be Bs. 30 a month. Similarly, the
magnitude of state contribution should fall progressively if the worker's family is sufficiently out
of the poverty line, with no state contribution far the households much far away from the
poverty line. In case of non-home-based self-employed workers not working on contract basis,
where there is no (direct or indirect) employer, the state should double the contribution as per
respective economic status of the worker househald,

Eligibilr ity

As mentioned above, the proposed social security scheme exempts a worker from making
contributions to his contributary fund for initial five years of his entry into the lzabouwr market and
it provides for old-age pension, health benefits, contingency benefits, funeral benefits and the
survivor benefits, but subject to certain eligibility conditions. Far example, a worker is eligible for
old age pension either on completion of age 60 or befare in case hefshe is declared unfit for work
on medical grounds. The old-age pension is also available to those workers who become dis-
abled due to woark-related injury or accident."™ Similarly, the worker is eligible to claim health

U B i it a1 F e S bl S houlid bap 0 coMBULRE 10 Ehi workar's contri bery fund at tha rate of 1 percant of his I
wage
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security benefits only after ten years of his entry into the labour market and this health benefit is
restricted only for the treatment of major ailments for which the hospitalisation is necessary.
Like the health security, the worker is eligible to claim the benefit of contingency security only
after ten years of his entry into the labour market and this contingency benefit is restricted to
contingencies like child birth, marriage, funeral of ather family members and ceremanies. The
funeral benefits are confined to the families of only those workers which die before attaining the
ageof&0.

Benefit Structure

The old-age pension benefit contains two elements: ane fized and ancther variable. The fixed
element is kept at Rs. 200 per month and the variable component is kept at 0.05 percent of the
last cumulative contributory fund, subject to the subseguent revisions by the state social
security boards.™ Similarly, a worker can claim this health security benafit ance in five years till
his retirement. Such a provision of getting health security benefits with an interval of five vears is
kept in light of the adverse health impacts of poor working conditions in unorganised
enterprises. This claim for health benefit is restricted to the maximum of 50 percent of worker's
contributory fund as an the date of the claim. The proposed scheme does not make any special
provision for the treatment of minor ailments as such provision is already there in government
hospitals either free or with minimum user charges. Moreaver, the health benefit will be as per
povernment rates i.e. it includes bedding, consultancy, diagnosis, medicine, surgery etc.

I case of industrial injury, all medical expenses and the wage income during the pericd of
treatment will be borne by the employer and in case of death due to work-related injury, the
emplover shall compensate the family by paying half monthly salary of the deceased worker for
the mext ten months, The contingency benefit is imited to ten percent of the contribution fund
as on the date of claim and the funeral benefit is kept at Bz, 1,000. It will be paid out of worker's
contributory fund. Similarly, the survivor benefit entails worker's spouse a regular pension of Rs.
200 per month and in case, if the worker dies before attaining the age of 80 years, the survivor
benefit of the old-age pension is Rs. 200 plus 0.05 percent of warker's last cumulative
contributory fund."®

Functioning of Social Security Apparatus: Key Administrative lssues

an efficient operation of the soclal security apparatus pre-supposes the existence of an I1T-
enabled administrative systermn because it may facilitate the cross-checking and matching of
specific information with ease. Registration is the first pre-requisite for an efficient functioning
of the social security system. The labour (employment) bureau either should open its branches
everywhere or it may collaborate with the post-offices - a way proposed by the NCELUS. Each

" & proposal made by the MCEUS (2006},

" In case of the death of the famale wnrker, He sursenr beneSt entails wnrkar's spouwse dor the cld-age pension, if he meeme to be egealy responsible
Tar taking care of kids and the houschold: othensise, seoond prefenenoe shoukd be given io the disabled child. Thind preterence should be given tothe
urirmerrrhed davog e snad unmarriedmalke chid should be the fourth prederence.
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worker at the time of his entry into the labour market should get himself registered with the
nearby registration office and this registration should provide the worker with 2 unique identity
rnumber {card). At the time of his registration, the worker should provide all the necessary
information to the registration office. An example of the electronic format to be prepared by the
registration office is given in Appendix. This information should be cross-checked through
personal visits to worker's househald by the staff of the registration office. Similarly, the
emplovers also must get registered themselves with nearby registration office. They should also
be given unique employer identity number. The employer should provide details about himself,
his enterprise and the type of activity / industry to which he is going to employ the workers. This
registration should be made mandatory and the employer should be subjected to legal action if
hefshe is found to be employing workers without getting registerad himself with the
employment bureauw.

One may be very much tempted to say how the proposed scheme will take care of the fact that
the unorganised warkers, at any single point of time, work for a number of employers. In order to
take care of it, the scheme proposes the issuing of small receipt booklets by the registration
office [at the time of registration itself or later) to the workers. An example of the type of receipts
contained in that booklet is given in appendix. The waorker at the ime of receiving wage should
get it signed by the employer and any malpractice by the employer should be subject to a legal
action against him. In case of multiple employers, the worker can get as many receipts signed by
the employers. He can approach the nearby registration office as per his convenience for getting
these receipts recorded in his employment record. The registration office at the zame time
should notify the employer for making the due payments to worker's contributory fund subject
to a minimum tme of say 15 days. Such practice of issuing receipts also has a merit over the
MCEUS proposal of asking employer for contributing Rs. 1 a day in the sense that under the
MCEUS scheme, it is very easy for the employver to default by saying that the worker has not
worked for him. But, if the same employer is asked ta contribute 1 percent of the daily/monthly
wage that she has paid to the worker, she cannot default because at the time of making wapge
payments, the employver has to sign a slip issued by the labour bureau ta the workers. If he is not
signing, the worker can very easily report the malpractice to the registration office which may
take required legal action against the employver.

Above all the administration issues invalved in the efficient funcBoning of the proposed social
security scheme, there lies the need for making the unorganised workers aware of its potential
benefits and for this, media can play a larger role. The contributions made by media inspheres of
family planning, polic eradication, education etc. have been guite remarkable. Similarly, it
should be encouraged to play a significant rale in making the workers aware of the potential
benefits of registration with employment bureau. The warkers should also be educated for not
getting employed with an employver having no registered number. Also, it must provide some
incentives to the workers for revealing the adoption of any malpractices by their employers.
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Section Il

Relative Merit of Needs-based Social Security Scheme

The proposed social security schame may be termed as the unigue one as it makes provisions for
coping with a large range of economic shocks jecpardising the lives of working masses. It shows
the possibility of protecting unarganised workers from a number of adversities often
experienced by their daily lives. A merit of this social security scheme is that it considers workers
asthe active stakeholders interested in ensuring the welfara. It, while doing so, takes proper care
of not burdening the warker much as it has given due consideration to his household economic
cost. At the same time, it doss nat let the employer free from obligations; rather it has asked the
emplover to contribute in commensuration to the enterprise’s growth. It has also aptly
penalised the employer for indulging the waorker into some activity as per the degree of
hazardousness invalved. Moreaver, it has brought forward the notions of social justice while
seeking contributions from the state as it has asked the state to ignore those workers who can
take care of themselves; rather it has emphasised an the need for providing more state support
to the poor househalds.

The provision of a relaxation of five years to an entrant is another noteworthy feature of this
scheme as it provides adequate time to a new entrant to settle down in the labour market. Also,
its provision of contingent security reveals another merit of the scheme. Surprisingly, the
contingencies are the most recurring events respansible for pulling down the living standards of
worker households. Therefare, by taking care of this aspect, the proposed scheme makes a
major contribution in protecting the life styles of worker households. Its provision of old age
pension being based an fixed and variable formula represents another feature of the scheme as
it involves the incentives for awaorker ta strengthen his contributory fund over the period.

On administrative side, such a scheme can check implicit malpractices of employers. Moreover,
it relaxes policy makers to draw a distinction between a universal provision or means-tested
provision of social security benefits, Such confusion has prevailed aver the years as no scheme
has devised a cost-effective way for means-testing, which, under the threat of imposing high
monitoring cost, has always provided a way for somewhat universal provision of any social
security benefit. Such a practice, in one way or the other, has permitted a large part of funds to
flow to non-deserving individuals who don't need support. But, our proposed social security
scheme provides a way to include only the needy workers into social security scheme and to
exclude them when they don't meet desired criterion of deserving social security benefits. The
scheme does so by considering income earned by household during a certain period of tme.™
such means-testing is based on the premise that there is high positive correlation between
household income level and its possession of valuable assets like land, jewellery etc. Such an
assumption seems to be realistic in the context of informal sector because only those workers

'l conskdars not oniy simple unsvelghted seerage household Imcome but it by soooeding due recogn tkon o variations In housahold size, advocabes for
1] innad " adull-Equivakant Howa hald Per Cagitainceme’.
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whao lack any valuable productive asset are bound to be indulged into low paying casual
occupations, otherwise asset base will always provide a boost to worker to opt for highly
rewarding and better ocoupations,

Summing-Up

By focussing on social security as a means to mitigate hardships of informal sector workers, this
paper hasintroduced 'needs-based approach' to social security. 1t envisages that such a propaosal
is rooted into the principles of social justice and human rights. It follows a systematic approach
by discussing instrumental role of social security in mitigating the hardships of workers
househaolds, It then alaborates on emerging discourse an sacial security in developed world
mainly to assess its relevance for developing waorld where the provision of social security to
people is a big challenge. Subseguently, a detailed discussion on nature, pattern and on-going
efforts to strengthen social policy in Indian context upholds the significance of focussed action
for speedier attainment of desired welfare outcomes, which provides a way forward to think
upon needs-based approach to social security for informal sector workers. We find that this
scheme is feasible in operational terms and it provides a large range of benefits to worker
families with minimum contributions made as per their economic capacity. Further discussion
on proposed social security scheme hints at its unigueness.

16




References

Bhapwati, J. (1998) External Sector and Income Distribution, in income Distribution and High
Quality Growth, edited by Vito Tanzi and Ke-young Chu, Cambridge, MA: MIT Press,

Burgess, R. and Stern, M. (1991} Social Sacurity in Developing Countries: What, Why, Who and
How'? in Social Security in Developing Countries, edited by E Ahmad, ) Dreze, | Hills and A Sen,
Oucford: Clarendon Press.

Cichon, M. and Gillian, C. (1993) The Financing of Health Care in Developing Countries,
International Labour Review, 132 (2): 173-186.

Dasgupta, Sukti (2002) Orgonizing for Socio-economic Security in indio, Geneva: Intermational
Labaur Office.

Desai, Mihir [ 1959) Are We Racing to the Bottom ? Evidence an the Dynamics of International Tax
Competition, in Proceedings of the 91" Annual Conference on Taxotion, 176-187, Washington D
C: National Tax Association.

Dew, M et al. (2001) Social ond Economic Security in India, New Delhi: Institute of Human
Development.

Diamond, P A, and Orszag, P R. (2005) Saving Social Security, The Journal of Economic
Perspectives, 19 (2): 11-32.

Di Tella, R et al. (2001) Preferences aver Inflation and Unemployment: Evidence from Surveys of
Happiness, American Econamic Review, 91_335-341.

Dror, D, and Jacguier, C. (1999) Micro-insurance: Extending Health Insurance to the Excluded,
International Social securily Review, 52 (1): 71-97.

Dunne, T. and Wheeler, M. 1. (2004] "We the Peoples': Contending Discourses of Security in
Human Rights Theory and Practice, International Relobons, 18(1):9-23,

Feldstein, M. [2005a) Rethinking Social Insurance, American Econamic Review, 95 (1): 1-24.
Feldstein, M. [2005b) Structural Refarm of Social Security, The Journal of Economic Perspectives,
15(2): 33-55, 5pring.

Ghai, D, (2002) Social Security Priorities and Patterns: A Global Perspective, DP/14172002,
Education and Outreach Programme, Geneva: International Institute for Labour Studies.

Guhan, 5. (1954) Social Security Options for Developing Countries, infernational Labour Review,
133(1): 35-53.

Hallen, G. C {1967 Sactal Security in India, Meerut: Rastogi Publications.

Heery, Edmund and John Salmon (eds. ) [(2000) The insecure Workfarce, London: Routledge.

LD [ 2004) Econormic Security for a Better World, International LabourOrganisation, Geneva,
Kannan, K. P [2004) Social Security, Poverly Reduction and Development: Arguments for
Emlarging the Concept and Coverage of soclal securily in o Globalizing Warld, ESS Paper No. 21,
E55 Extension of Social Security, Geneva: International Labour Office.

Jutting, J. (2000} Social Security Systems In Low-Income Countries: Concepts, Constraints and
the Meed for Cooperation, Internaotional Soctal Security Rewview, 53 (4): 3-24,

Kannan, K. P, [2002) The Welfare Fund Model of Sacial Security for Informal Sector Workers: The
Kerala Experience, The indion lournal of Labour Ecanomics, 45 (2), April-lume.

Kannan, K. P. (2007 Soclal Security in a Globalizing World, International Social Security Review,
60{2-3): 19-37,

17




Kannan, K.P. and Rillai, NV, (2007] Conceptualizing Social Security in a Human Development and
Rights Perspective, Indian Journal of Human Development, 1(1): 33-54.

MCEWUS (20068]) Report on Social Security for Unorganised Workers, Government oflndia, Mew
Delhi.

Otting, &, (1993} International Labour Standards: A Framework for Social Security, infernaticnal
Lobour Review, 132(2): 163-171.

Fillai, M. V. and Kannan, K.P. (2001} Time and Cost Over-runs of the Power Projects in Keralo,
working paper no. 320, Centre for Development Studies, Thiruvananthapuram, Kerala.

Prabhu, K. 5. [2001) Socio-economic Security in the Cantext of Pervasive Poverty: A Cose Study of
India, International Labour Office, Ganeva.

Rodrik, 0. (1997 Has Globalization Gone Too Far? Washington, D C: Institute for International
Econamics.

Sengupta, A., Kannan, K.P. and Raveendran, G. (2008) India's Commaon Peaple: Who Are They,
How Many Are They and How Do They Live? Econamic and Political Weekly, 43(11): 49-63,
March 15-21.

Scheve, K. and Slaughter, M. 1. (2002) Econamic Insecurity and the Globalization of Produchion,
MBER working paper no. 9339, Cambridga.

United Mations [ 1948) Universal Declaration of Human Rights, General Assembly Rezsolution 217
A (1), available at weww.un.org/Overview/rights. html.

18




Appendix

EMPLOYER'S ID CARD
DY/ hAB/YEAR Date of Registration
Name &
Address IDENTITY NO.
INDUSTRY PARTICULARS REGISTRATION TYPE
Hazardous Scale Rating Casual

Mote; Identity Mo. should be a unigue one

NON-HOME-BASED SELF-EMPLOYED WORKER'S ID CARD
Name & OY/MMYEAR | Date of Registration
Address
IDENTITY NO.
NIC 5 Code Work on
Contract Basis® s e
Monthly Eaming® (in Rs.) Other Earners’ ID
HOUSEHOLD INFORMATION 1
2
ko, of Hh. Members Ma. of Earners in Hh,
3
Ma. of Adults Hh. Income* P
No. of Children Hh. Income/Person™ | 5

Mote: ldentity Mo, should be a uniguee ane; = implies that if the worker is working on contract basis as well,
hefshe should be issued work slips as well; @ Implies that the worker should be subject to some legal
action if found be over-reporting his/her monthly earning; 5 and 55 are to be calculated on monthly basis;
5 imiplies that the total household income should be estimated by aggregating income of all earners in the
household; 55 implies that the Hiy, Income is Adult Equivalent’ per capita.
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HOME-BASED / WAGE WORKER'S ID CARD

DY/MNYEAR

Date of Registration

DY/MNYEAR

Waorker's Identity No.

Wage Amount® [in Rs.)

Mo, of Hh, Members

Mo, of Adults

Ma. of Children

Employer's Identity No.

Date of Employment

Other Earners’ 1D

HOUSEHOLD INFORMATION 1
Mo, of Earners in Hh, a
3
L]
Hh. Income 4
Hh. Income/Person® 5

Mote: identity Mo, should be a unigue one; * implies that the wage amaount should be as mentioned in the
wiork slip; % and 5% are to be calculated on monthly basis; S implies that the total housshold income should
be estimated by aggregating income of all earners in the household: 55 implies that the Hh. Income is
"Bdult Equivalent’ per capita,

No. of Hours Worked®

WORK 5LIP MODEL
DDYMM/YEAR Date of Employment
Worker's Identity No. Employer's ldentity Nao.
Total Wage Received (in Rs.)
Employer’s Signature/-

Mote: 5 implies that the number of hours workers must be reported only for wageworkers and not for
hame-based / non-home-based workers.

20




Wrlag

WF1as
WFlag

WFlar

WFlag
WF1las

WPLSD
Wr151
WP152
WP153
WF154
WF155

WPL5E

WeLsy
Wr15E
WPLsD

WPLGD
WriGl
WriG

WPLG
WPLGd
WPLGS
WPLGE
WPLGY
WriGE
WPLGS
WrLM

WP

WP12
WP13
WPl
WPLS
WPLME

WF1I7T
WF178

WF179

WPLAD

WrLal

Wrial

WrLel
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