Risk benefits 

A Review of Children’s Access to Employment-Based Contributory Social Insurance Benefits
In 2005, 19% of South Africa’s child population were orphans. Of these, 2 million were paternal orphans, which is significant because fathers were more likely to earn income than mothers. This review assesses the obstacles that orphans face in trying to access the death benefits due to them from statutory insurance schemes and pension funds. It discusses South Africa’s three statutory social insurance funds (the Compensation Fund, the Mines and Works Compensation Fund, and the Unemployment Insurance Fund) and eight major registered retirement funds (including the Government Employees Pension Fund, the Mineworkers Provident Fund, and the Standard Bank Group Retirement Fund). Risks to orphans’ access to their benefits include: problems around the appointment of guardians, inconsistent coverage for foster children, limitations in the coverage of workers out of employment and unlawful workers, cumbersome claims procedures, poorly investigated claims (by some funds), inappropriate payment methods, poor governance, inappropriate trust arrangements, and weak monitoring of and reporting on unclaimed monies. The review makes recommendations on the enforcement of existing duties and includes suggestions for reform. It uses published secondary material, interviews, and case studies. The main body discusses the findings, and substantial appendices describe the selected funds
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Risk benefit provision through provident and pension funds
While South Africa’s sophisticated private pension and provident sector provides group risk benefits to its members, these are beyond the reach of most of the population. To address this problem, government has set out proposals for a basic contributory social security system, as well as for improvements to the private retirement fund industry. These include proposals to provide disability and survivor benefits, also known as risk benefits, alongside typical retirement benefits. Risk benefits are particularly important in South Africa, where the number of working-age deaths is expected to exceed the number of new retirements in the next few years, mainly because of HIV/AIDS. Social security arrangements must incorporate some risk provision, in line with widely accepted principles of social security. This paper considers the current provision of risk benefits, particularly through provident funds, focusing on value for money and access by people with different income levels. It suggests considerations for the design of a more comprehensive system, based on the broad consensus that such a system should be compulsory and contributory, improve coverage for lower-income earners, and incorporate accredited private sector providers. The considerations include issues such as institutional structure, membership and coverage, administration and collection, risk and cross-subsidies.
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The Canada Pension Plan Disability Benefit
This report presents a policy history of the Canada Pension Plan disability benefit. The Canada Pension Plan is a national public insurance programme that provides income protection to workers. The disability benefit supports contributors who cannot work because of severe and prolonged disabilities, along with their eligible children. The benefit has important advantages that are seldom available in other funds: (i) it covers all working Canadians, including the self-employed; (ii) it neither excludes workers on the basis of their medical history nor requires higher premiums for high-risk contributors; (iii) it takes some account of disability-related costs by incorporating a flat-rate component; (iv) it guarantees coverage until recovery, retirement or death; and (v) it protects fully against inflation. Following rapidly rising caseloads and sustainability concerns in the 1990s, administrative and eligibility changes were implemented that resulted in falling caseloads. This raised questions about the responsiveness of the programme and whether the restrictions have gone too far. The programme remains under pressure to balance fairness and adequacy with reasonable growth in caseloads and costs. The high rate of appeals of disability cases raises questions about the initial adjudication process, and the appeal system itself has come under scrutiny for procedural reasons.
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The Impact of Private Participation and Countervailing Information on Disability Costs: Evidence from Chile
Many social security systems face problems of high and escalating disability costs. This paper analyses the impact of a radical change in disability assessment procedures and incentives implemented in Chile as part of its new pension system. The new disability system differs from traditional public disability insurance in two ways. First, it is largely prefunded, initially through the accumulation in the retirement account and later through an insurance payment made when the person becomes permanently disabled (which is sufficient to cover a lifetime defined benefit annuity). Second, the disability assessment procedure includes participation by private pension funds and life insurance companies. They finance the benefit, have a direct pecuniary interest in controlling costs, and can pursue this objective by helping to set criteria and by providing countervailing information. This paper hypothesises that these procedures will keep costs low by cutting the incidence of successful claims. Using the Cox proportional hazard model and a retrospective sample of new and old system affiliates, it finds that disability hazard rates are only 20–35% as high in the new system as in the old. An analysis of mortality rates suggests that the new system has accurately targeted individuals with more severe medical problems.
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Workers’ Compensation in the Republic of South Africa
Workers’ compensation guarantees a reasonable remuneration or income stream for employees exiting the work force for health reasons causally linked to their jobs. This report assesses the socioeconomic efficacy of workers’ compensation in South Africa, in terms of both equity and efficiency. The regulated workers’ compensation industry in the country comprises three non-profit companies. While there seems to be no innate organisational inefficiency in these companies, the institutional design of the compensation process may introduce coordination, information, policing and transaction cost problems. The standards of behavioural performance for coverage and the claims process also need reform. The report does not favour the formation of a new government agency supplanting the current structure. Instead, it argues for the reform, development and implementation of standards of behavioural performance, which could also influence the incentive structure for workers to contribute. Overall, the report finds that workers’ compensation is socially on the right track, However, because social and economic benefits do not necessarily always overlap, the report also identifies scope for economic improvement. Finally, it argues that the role of government remains important, although the scope and purpose of this role may need to be redefined.
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