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SOCIAL PROTECTION POLICIES TO FACE
THE CRISIS AND FOR GROWTH

Mario Veldsquez'

Latin American countries faced the recent crisis by extending the coverage of their social protection
programmes in order to benefit workers and their families affected by loss of employment and risked
falling into poverty. Given the labour market structure in the region, this effort was made in two
dimensions: contributive protection instruments for wage-earners, on the one hand, and measures
addressed to the informal sector with effect on low-income families, on the other. In the two
foregoing areas, the operation of unemployment insurance and the conditional transfer programmes
are noteworthy. However, the importance of social protection extends beyond the urgencies derived
from the crisis because, together with economic growth and job creation, it is a key tool for driving
development and reducing poverty. Consolidating the developments initiated in these years would
help to advance towards higher levels of social protection.

1. Introduction

In terms of social protection policies during the recent economic crisis, the importance that unemployment
insurance programmes can attain in countries where this instrument is available is remarkable, together with
conditional transfer programmes. Initiatives are also observed aiming to improve other components of the transfer
system, as happens in some countries in the context of social security pensions. In the latter case, the initiatives
aimed to simplify entry conditions to access these benefits, in order to counteract the labour market difficulties
faced by workers in the final years of their working history (Uruguay) or the expansion of non-contributive
programmes (Chile). Although in these two countries reforms were planned before the crisis, the latter accelerated
introduction of amendments and implementation. In addition, other countries have strengthened or expanded
transfer programmes more closely linked to the labour market, as is the case of Argentina with the Employment
and Training Insurance (Seguro de Empleo y Capacitacion) or the Youth: More and Better Work Programme
(Programa Jovenes Mas y Mejor Trabajo).

2. Unemployment insurance

With regard to unemployment insurance, several countries introduced amendments addressed to extending coverage
and improving benefits, such as Chile and Uruguay, where this instrument was under review before the onset
of the crisis. In addition, in the case of Brazil, Chile, and Uruguay, changes were made to their implementation
during the course of the crisis, in different forms, for the duration of unemployment increases and the prospects
of rehiring diminish at those times.

In Brazil unemployment insurance was extended for two additional months for workers in sectors highly affected
by the crisis (mostly mining and steelmaking). In Chile, together with incorporating permanent measures to
facilitate access to benefits, especially for workers under fixed-term contracts or service contracts, the possibility
of extending benefit duration for two additional months was introduced when the rate of unemployment rose
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beyond the average of the last four years, plus one percentage point, the rule being applicable in general and not
to workers of specific sectors. In this case, although reforms to Unemployment Insurance have helped to correct
its main shortcomings, they were especially timely to face the effects of the present crisis, given that despite the
rise in unemployment, protection coverage for the unemployed was maintained.

In Uruguay the reform permitted extending subsidy duration in the event of economic recession in the country
(defined as two consecutive quarters of negative growth). However, as Uruguay did not undergo recession, the
mechanism was not activated on this occasion. This is also a general coverage mechanism for all sectors of the
economy.

Although in Uruguay the number of unemployment insurance beneficiaries owing to lay-offs increased, there
was also a significant increase due to suspensions. When undergoing difficulties, enterprises can send workers
to unemployment insurance for a maximum of six months without having to sever the labour relationship. To
this end, part of the labour force is suspended, with the possibility of reintegrating them into work once the
situation is reversed. This formula avoids losing valuable human capital for the enterprises, at the same time
facilitates reintegrating the workers under the same working conditions in effect prior to their suspension. Given
the brevity of the crisis in Uruguay, the instrument seems to have been quite effective in this case. There is also
some evidence that enterprises resorting to this form of insurance turned over the suspended workers, so as
to reduce to a minimum the time each one was out of their post. This was possible thanks to the good labour
relations generally characterizing Uruguay, thanks to which worker costs were reduced to a minimum through
dialogue between union and enterprise.

Unemployment insurance constitutes a typically counter-cyclical instrument activated automatically. To the extent
that unemployment increases, together with the resulting unemployment insurance benefits, such additional
resources help to maintain family income and reduce the drop in consumption. It would be advisable, however,
at a later date to assess the outcomes and possible problems arising while applying the amendments made,
including sufficient replacement rates, benefit duration during the crisis when simultaneously more time is spent
searching for a new job, effective coverage of beneficiaries, in addition to gauging the optimum supplementary
provision of employment services.

3. Conditional transfer programmes

As we know, not all countries in the region have unemployment insurance, and where it does exist, coverage
tends to be low; for these reasons both emergency employment programmes and conditional transfer programmes
play a major role in extending coverage. Several countries have been developing the latter programmes aiming
to correct structural problems, with action mainly related to promoting education and avoiding school attrition.
Although significant differences are observed in the region in terms of education indicators, the great majority of
countries can be said to show low levels of schooling, high drop-out rates at different levels of schooling, and, in
general, low quality of education. Nevertheless, it is clear that the more extensive their education cycle, is, young
people will have better chances of obtaining a satisfactory job. Consequently, transfer programmes requiring
that young people remain in the education system are a strategic decision to raise labour competitiveness for
these future workers, as well as for the country in general.

With the advent of the crisis, several countries have strengthened these programmes in the understanding that
loss of employment by the head of the family or another member of the household increases the risk of school
drop-out. If under normal circumstances, such early work is at high risk of being precarious in a scenario of
crisis and of lack of opportunities for good job positions, such risk will be even higher, to the detriment of labour
development in the long term. Therefore, in crisis situations such as the present one, it appears advisable to
strengthen these programmes, given that not only will they alleviate current circumstances (by avoiding
heavier pressure on labour supply from young people), but will they also be responding to a long-term
development strategy.

El Salvador and Paraguay have recently introduced this instrument, which, although incipient, has helped
beneficiary families to face the crisis. In Brazil, the Bolsa Escolar Programme extended coverage by 1.3
million additional families. In Argentina the non-contributive Asignacion Universal por Hijo programme was
implemented in November 2009, consisting in a semi-conditional money transfer for children and teenagers
(tied to compliance with required schooling and vaccination), which has reached 3.5 million beneficiaries. In
Costa Rica, the Avancemos programme aims to reduce school attrition at secondary level. Started before the
crisis, the programme extended coverage by 20,000 additional families at risk, totalling 150,000 families. The



programme is intended not only to avoid early joining the labour market by young people, but essentially to
achieve universal coverage of secondary education.

In brief, extension of coverage and the benefits of unemployment insurance and of conditional transfer programmes
are supplementary policy lines, especially in view of the large number of informal workers not benefiting from
unemployment insurance. In countries where this instrument for social protection of workers is still not available,
it is important to study the conditions for introducing it promptly.

4. Consolidating social protection

Social protection satisfies an elementary need: protecting individuals in an unforeseen situation and reducing
poverty. In addition, it performs an economic function consisting of sustaining demand, especially when there
is a reduction in income. It has been shown that, in the long-term, social protection helps to develop human
capital and labour productivity, thereby contributing to the sustainability of economic growth.

In Latin America, the measures adopted against the crisis have increased the extension of social protection. From
the very beginning of the crisis, many countries extended unemployment benefits, medical insurance, old-age
pensions, and family subsidies. Some of these measures were addressed to low-income and more vulnerable
households in order to begin consolidating a social protection floor.

Many developing countries took advantage of measures in response to the crisis to introduce structural changes
designed to extend the coverage of social protection benefits. In Brazil, for example, domestic demand was
sustained thanks to the extended benefits available from social security and social programmes, a significant
rise in minimum wages, fiscal incentives for purchase of motorcars and durable consumer goods, mostly local
products, and more extensive credit facilities through public development banks. These are integrated responses
by policies, empowering their efficacy.

It is important to point out that the above lessons are valid not only in times of crisis: setting up a social protection
floor, together with sound economic growth and a rapid job-creation process, constitute three measures necessary
to relieve poverty and achieve sustained development. The outstanding results of the struggle against poverty in
Brazil, China, and India are explained precisely by the concurrence of these three policies.

Though universal coverage derived from basic social protection is still a distant aim for many countries, in the last
decade some have adopted significant measures to extend basic health services and to establish social transfer
programmes on a large scale, two important elements for consolidating basic social protection. These programmes
were reinforced during the crisis and many governments have announced the adoption of development plans
that include measures for significantly extending the coverage of their social protection systems.



saLIBIdLRUSY 000005 JO 1981e]

sal|iwey £171°79

‘uone|ndod
|B10} 9Y} JO %7 ISOW|e ‘S[enpiAlpul
uol||iw 5z Ajprewixoiddy

SpIoYasnoy 000'Z L

00005 L
0) Suipua)xa ‘sjenplAipul 000’62 L

‘sonpedidiuny
8601 dY# JO €601 pue ‘spuswyiedag
Z€ ‘SP|OYaSNOH uol|[iw £ |

sol[lwey 000‘0EE ‘[euoneN
‘uone|ndod

2y} J0 %67 0) [enba ‘Bdoad uolj|iw
St Ajrewixoidde siono)) [euoneN

|euoneN

‘g Jo a8e oy} Jopun UBIP|IYD YM
uone|ndod 10od 0} uaai8 Ajioriy

*s198eua)

pue UBIP|IYD YiMm Aunod ay) Jo
seale [eans ul Suipisas ‘Apanod
SWIAAXD JO UOINYIS Ul S|

‘uawom Guipaajisealq

pue jueudaid pue ‘uontnujew
YuMm s1eak G 0) g pade uaip|iyd ‘pjo
SYIUOW 7 0}  SJUBJUI ‘UONEINPD
Arepuodas 1o Arewnd ur sieak g| 0}
g pade ualp|Iyd Yum saljie) J00g

‘uoneysi3as

Jo awn ay) e yueuSaid uswom 1o
sieak G| jo 98e ay sopun ualp[iyd
yum Auanod aweaixa ul saljiwey

‘|ooyds puane jey) sieak g | 0}
£ paSe uaIp|iyd yim saljiwe) 100

*(u0120y Ud soa|dw A soLreyunwo)
sase8op) uonoy JuawAio|dwy pue
QWOH AUNWWOY) JO SALIBIDIOUS]
10U ‘s1e94 /| 0} 0 paSe ualp|iyd
Y)IM SaI[IWLB) UBCUN PUE [N 1004

2ouadipul ul saljiwe

‘G| Jo afe oy
J9pun uaIp[Iyd Ylm saijiwey sood
pue Apanod swanxa ul sarjiwuey

'SI9XI0M D11SBUIOP

pue ‘s1oAedxejouow [e190S ‘SI9I0M
|ewoul a1e 10 pakojdwaun are
syuased uaym sieak g jo a8e

ay 0) dn sia8euss) pue uaipjiyd

©OLIBWY UNET Ul SIS1D) [euoneulaiul ayl jo 1oedw) ayy 01 asuodsay ui Ad110d [B190S 0107 ‘dANN U0 paseq :921n0s

‘(BpIfeS op seiny) InO

sAepn jo uoneal) “Suiurer) Suipuane
pue ‘sdn-yoayd yijeay ‘1ea Arep
-u029g pi¢ 0} dn aduepUSNE [00YIS

uonEINPa pue YI[EaH

‘sdoysyiom uonLynu pue
Y)[eay pue sanuad yijeay Suipuane
pue ‘9duepUSNE [00YDS %G8

"G1 01 G pade ualp|iyd
10J 9dUBPUSNE [00YDS 8|3y (S JO
a8e ay) Jopun ULIpP|IYd) UOIBUIDIBA

|Iny pue yImois 1oy sdn-xoaypd osje
pue ‘sdn-yoayd eyeu-aid Suipuany

‘suodnod ayy Sutujsues
10U pue ‘paIAA0D 10U SPOOS 10j
suodnod uisn jou ‘|ooyds puany

‘sdn-yoaypd juswdojanap pue
YIMOIS URIP[IYD 10§ SDIUAD L)[eay
Suipuane pue aduepusale [00YdS %08

'siayjo Suowe

‘DWOdUl pue Inoge| ‘solweuAp Ajiwey
‘uoneanpa ‘yjeay ‘uonesipuap!
:suoisuawiip SuIMo||o) au ul 31|

jo Ajifenb 1oy suonipuod winwiuiy
‘uaIp|iyo pue

uswom jueudaid 1oy sydaYd yijeay
sejnSas pue ‘a8e [0oyos Jo sioSeusa)
pue ualp|iyd Aq aduepUA)E [00YDS

RIS IENTS
|00YDS Pa)IpPaIde ‘SIedk g | O) G WOl
's1eak 0} dn pasinbai sypayd yieay

pue uejd uoneurdoea Alosjndwo)

'S)1joua( [B100S dIseq pue ‘safem

1u929p YliM JuswAojdwa ‘s901AI9S [2120S 0}
ssa00€ 10} saniunioddo Buijjans) ‘ojqesauna
jsow ay) Joy Ajjerdadsa ‘s)ySu ainsug

*s19j0 Suowe ‘suonipuod

SuiAl] ‘uonedynUSpI ‘sjeaw/uoNIINU ‘Yijeay
‘uonedNPa 0} 559208 YN0 UBIP[IYD 10}
saniunpoddo ayy uaypSuans pue ‘uoissiw
-suel) [euonesauad-iul uanaid Aenod sw
-2.)X3 JO SUONIPUOD SWODIIA0 pue edni

ninu
pue “yijeay ‘uonesnpa Sutrosdwi ySnouyy
soAneusalje Suipualxe pue 9
10} ‘Alanod swanxs ul s

*sjeon) Juawidojana(y

wniuua||iy a8y uiasiyoe pue ‘seniunyioddo
jo Ayienb pue sequinu ay Suisealoul

pue Ajijigelaulna Jo suonipuod gudnpay
*SOANUADUL

21Wou02a ydnoayy Auianod jo uoienyis

u1 s198eusa) pue uaIp|Iyd 1oy WalsAs
uo11EdNP3 BY) Ul ABJS PUB S3008 BJOLIOI]

‘uonLyNu
pUE “UOIEINPA ‘U}[eaY Ul JUSISIAUL
Ajiwey soy poddns ySnouy ‘sewoy 1ood

ui sieak /| 01 0 pade uaipjiyo Suowe
uonewoy [eyded uewny 13)so4 pue 1991044

*SUONIPUOD BUIAI| JUSLIND 119} SWODIIAO0
pue spaau diseq 1oy Ajsies o) Aanod
SWIAAXD Ul S[eNpIAIpUI JO SIYSLI [eInnd pue
|eI20S “DILOU0Dd JO UONEZI|ea) dAISSIB0I]

's921AI9s Asejuswa|ddns jo uoneuipiood
pue ‘uonesnpa pue yijeay o) s)ySi [e10s
21seq SuluayI3ua.s ‘SaljIWe) 0} Iajsuel)
awooul 10a11p Aq Aanod Suiwod1an0 191504

's198eusa)

pUB UBIP|IYD 1O} “Y)[eaYy pue ‘UoNEINPa
‘DWODUI UB SULINSUD ‘Sa1|1WLey D|RIdU[NA
10§ S)YSLI [ESIDAIUN "SIDYIOM [BULIOJUI Die
10 pakojdwaun ase syuased alaym saijiwey
ui ‘g jo a8e ayy 0y dn s1o8euss) pue
ua1p|1yo 10y uonoajoid [eroos svjuesens o)

pepinby ued

eioddya

(esai8oig
1auoy) sepepiunodo

sopepiunyiodo

SOwadUeAY

uoIDDY/ Ud selfiwey

OLIEPIOS 21y
aquany eweidoly

ejjjwe, esjog

9OUBMO||Y
PIIYD [eSIoAUN

500¢ ‘Aen8nin

5007 ‘“Aengereyq

200T ® L661 021X

S00¢ “opeAjes |3

000 "e2ry BIS0D)

100T "elquiojoD

2002 @11yD

2661 ‘lizelg

600 ‘eunuadiy

eOLIBWY une] ul ssawweidold Jajsuel] [euonipuo) jo sajdwexy

L 9|qeL




