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Background é 

Â Coverage of the workers/elderly under a 
mandated and/or voluntary pension 
scheme is quite likely the ultimate 
challenge of social policy  
ÅDisappointment with coverage expansion 

under reformed earnings - related mandated 
schemes  
ÅConcerns with coverage expansions through 

(generous and tax - financed) social pensions  
ÅLimited take -up of voluntary funded 

provisions for old -age even if tax sponsored  
 
 



é and Motivation 

Â Hence central idea: Subsidizing 
participating in a contributory scheme 
to increase coverage and/or benefit 
adequacy  
ÅIs getting increasing traction in countries 

across development levels: HICs to LICs  
ÅBut little consolidated knowledge and if 

experience from few high - income countries  

Â  A first stocktaking and policy 
conclusions through  
ÅWorkshop on DC in June 2011  
ÅTeaming -up with BBVA and RIPPA 
ÅRevised&additional contributions as book  
ÅComplements coverage book 2009  

 
 
 

 
 
 





Road Map 

I. Objectives, Definitions, Mechanisms, 
Modalities  

II. MDC Approach under Main Reform 
Scenarios: Examples and Questions  

III. Countryô Lessons across Income 
Levels  

IV. Policy Conclusions and Next Steps  

 



I. Objectives, Definitions, 

Mechanisms, Modalities 

Key Objectives  

ü Coverage:  Increase in basic or supplementary benefit coverage 
of population against key social risks (in particular old age and 
health)  

ü Informality:  Reduce incentives for informal sector participation 
(i.e. evading costs of participating in mandated social insurance 
schemes)  

ü Fiscal efficiency:  under the same coverage/adequacy target to 
be fiscally more efficient compared to  

o universal and means - tested (ex -post) transfers or  

o transfers to cover deficits in earnings - related schemes  

ü Other possible secondary objectives, e.g.  
o Redistribution: Correcting unintended redistribution of other financing 

methods, better alignment of incidence of costs through individual 
contributions  

o Prefunding:  Facilitating transition to pre - funding of benefits by inducing 
individual contributions and establishing feasible funding stream  
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