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In this paper I am examining the effect that the 30¢1p_,

v Security System of the Phllipplnes (hence ferth 983) has L
had_on,income—redistributloa, In my thesis I will also
include the effects of the Government Service Insurance

* system (GSIS). This paper will be: dlvided into two major

tionse First, I w111 attempt to determlne to what extent

,SSS~has redistributad income in a s1ngle§point 1n tlme, 1967.A

Secondly, I- w111 attempt to evaluate what ‘effects the retina'
" ment provisLOns of sss have on ifcome redistrlbutien over
a worker!s lifetime., In the long run the'éetirement proc_:;--‘;t

rovide for the major share of 888 transfer

_ ~ ram will P
payments and, therefore, this program has the greatest pO«
_tential 1nfluence on 1ncome redlstribution. |
Before I actually proceed to evaluate the effect of

SSS ‘on income—redistributlon, let me briefly outlxne the

feasible role that social 1nsurance 1nstitutzons in gene

‘can play in thls process.

T



' SOCIAL SECURITY §& INCOME
REDISTRIBUTION IN THE PHILIPPINES

Any examination of thekrelatibnship‘between Social

Secnrity and income—redistribution faces-a large number of
’difficulties. To attempt such an examination within the
framework of the Philippine economy is the purpose of my
‘study. ‘A8 a starting point, one needs a working defini~
tion of social security. The following is to clarify
the concept of "income xsﬂlstribution“
There are different schools of thought concerning
- the concept -of “income—redistribution" | I shall use
xa definition which views "social security as the result-
{ achieved by a comprehensive and successful series of
; msasures for protecting the public (or a large sector

. of it} from the economic distress that, in the absence of

such measures, would be conSidered by the stOppage of earn—

.

/\Kings in sickness, or old age or aftér death", ‘This defi—
nition incorporates all the major prov1sions of the Philip-.

pine Social Security system. ‘
. _ B ,




Part I

THE ROLE OF S.S5.S. IN INCOME—REDISTRIBUTTON IN DEVELOPING
NATION IN GENERAL AND. THE PHILIPPlNES IN. PARTICULAR

. ﬁgme General leiting Factors

(]
’

Redistributive effects~of.social security Opereticns do
not take place in a ‘vacuum but within the frameﬁOrk of condl-.
tions determlnlng income distribution and general economlc
conditlons..

In the Philippines, a country with a very unequai distri-
.‘bution of prlmary lncome, the Social Securlty System has prxma
facie a large scope for affecting a progressive redlstribution
of income. However, in.a developing country like the Rhilip?
pines, there are numerous factors ﬁhich severely limit this
scope, They are as follows:

| y{i)/’The*overwhelming.majority.bfvthe-poorQSt'individuals
are either snbsistence farmers'in‘agriculture or the chrchically
unemployed. Hlstorlcal experience baa shown it is dlffhcult,

# ‘j
1f not’ lmpOSSlble, to brlng these 1nd1v1duals into social

e
BRI

insurance schemes. _ %
(2) Slnce ‘social 1nsur§nce schémes are almost always

AY

financed, at. least in part by payroll taxes,«the majorlty of
the wealthy 1nd1v1duals whose wealth conSLSts of landed 1nterests
are excluded from the system. It is true that there are many

‘1nd1viduals whose wealth cons1sts of entrepreneuzbal income from P
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manufacturing and commerciaivactivities. The SSS system has
éttempted to tap this ssurce of income by having the employer
pay a substantial part of the payroll tak;‘fin,the Philippiﬁes
case, on the averégé, 3% percent of the 6'percgntvpayr011  tax
is pai& by émployers,] La£er I will go into.a lengthy discus-
ion. of the theory of payroll tax incidence. Most'édonomists,
however, believe that in tﬁe long run employer taxes are shifﬁed
backward . to the workér. Therefore, this source of wealth is not
tapped by‘sogial insurance schemes; It is possible.to tax the ¢
wealthiegt individuals in develgped countries by financihg part

of Social Insurance schemes from general tax revenues. This is

_, bossible since many developed countries have general tax struc-

‘sss fihancing comes from geheral tax revenues in the Philippines,

7

" tures which are progressive, However, this is not the case in

the-Philippines where the over all tax structure is regressive.fd/"

The above point is only of academic interest since none of the

- 1/The effective tax rate structurae is geherally regressive

. == the low income groups have an overall = effective tax rate
© 0f.19.529 per cent and the middle income group of 17,658 per
cent, For this conclusion and a detailed study of this prob -

lem in the Philippines, see A Study of Tax Burden by Income . -
Clags in the Philippines. Joint Legislative-Executive Tax
Commission, Manila, Philippines, 1964,
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Phlllpplnes, ‘while the potentlal scope for income-

Thus, in the context of a developlng country 1like the

redistri~

bution is qulte 1arge, the actual scope of social insurance
institutlons llke the SSs is severely limited by the inability

to 1nc1ude “the poorest elements of s001ety in the system, and

at the same time by the 1nab111ty to substantlally tax the

| Lzealthxest 1nd1v1duals.

It is my hope to determine to what exten€ SSS is limited

by the above considerations in- redistributing income and

~how effective a role it has played and can play w1th1n these

constralnts.

Rt
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Part 11

THE S’I‘RI!CTURE OF SSS AND ITS PCTBNTIAL IMPACT ON
' INCOME REDISTRIBUI'ION

-/// The Rationale of §SS

"The,Rationale of Sssbis threefold:

(i)"It is part of the program of the government of the
Philippinefgepubliq to.achieve gecial jusﬁice for all‘its Eeggle;
'”(25 -It is to provide ptotection egainst the hazards ef

)disabiiity, sickness and old age and death for.members;
(3) The eystem is believed to play a‘maﬂor ro;e’ip'the
ecenomic development of~the Philippines through the inVéetment

of its reserves.

~— - . .
_This paperlziii examine the- effect that SSS has had on
“the prcﬁotioe<of social justice which‘I will consider to be
'.primarily synonymous with’progressive income—redistfibutien.
.Thus, the_major!activity ef any institution claiming to
promote socxal Justlce must be to increase inccme—redistrlbution ,

1
frcm the wealthy to the poor. é

- I realize that this ob*ectlve at tlmes conflict with the
other two objectives of the system, I will concern myself -
prlmarlly with the extent that $SS has affected and wiil.affect

e

income-fedistributibn,and how income-redistribution can

be further increased.
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[éne‘other aspect of social justiée I will examine in the finalT 

pért of this paper is whether the membersof SSS "get their money!s;'i
worth" aslcompaied with‘private alﬁefnatives. This can be deter-
»mined by segﬁng/%hether the p:eégnt discounted value of retirement
benefitsraxe greater than ﬁhé compdunded value of contributions
at’reti?ement for wérkers;‘g
The SB5 System

The follQWing description of the present institutional
structure of 58§ discusses how this structure'may affect income--
redistribdtion.‘ | |

.SSS was~au£horized in 1954 and began 0perétion in 1957.'
it“is therefore just starting its second decade of operation. It
provides ca§h,»sickﬁéss’as well as permanent disability, death
and.retiremént bgnefits. The System is fiﬁancéd by eméloyer
and employee contributions. Since :étiremént benefits are con-

ditioned by years in covered employment, and since the covered

popuiation'is growing rapidly and is relatively young./fegg;yeﬂ_w‘ !

accumulation is very great. This affords a fund for discretionary

investment, a large poftion of which has been allocated to service
loans, (i.e. loans to members at below market rates ofvinterest).
,These‘ioans include sal%ry loans, educational loahs, and housing

loans.,
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885 total revenues in 19§z~Yff_fiff.fff_i?§§ﬁ124’178‘000
e

£ which were frqm member contrlbutlons and 32, 928, 929, from

investment income.

1. Legal rggglrements as _of 1968-coverage in the sy%tem

[:ls compuISbry uponvall employees not over 51xty years of age »
and thelr employerso Employment is.defined as any“service
performed 5yvan employee for his emplofer exgept:'

| (e)' ﬁgricultural labor when performed by a share ox
leaSehold tenamt or worker who is not paid any regular wage

| or base pay and who does not work for an unlnterrupted period
'of at 1east six months in a year, |

(b) fDomestle service —private home

() .Employmenf purely casuel

(a) oEmployment by members of ones famlly
b,.(e): Government employment (covered by GSIS)

X /‘All self-emp loyed are also excluded In actual fact ,
the system 1egally covers wage and salary w workem exclud:t.ng
almost all others. ‘Thus, in effect a 1arge portion of the

,.poorest members of the labor force in the Philippines are

excluded from legal coverage.,

2. Actual Coverage
(a).Registered workers
Net of termlnatlons,[;he SSS had registered 1,768 222 -

workers by the end of 1967, The éktent of coverage of non-

agricultural wage workers is much greater than that of agrl-‘

cultural RIS wn%knrg- }
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- By comparing SSS'registration figﬁres with Bﬁreau éf‘
Census and Statisticsgfigures on wage and salary workers
from 15~ 60 years of age in the Philippines, 1t ‘may be seenx
that only 300, 000 wage earners in non-agrlculture while
over 850 000 in agrlculture still need to be reglstered.
Thus SSS has reg:stezed only 60% of these legally eligible
(about 3 million are legally ellglble ) The total labor
force in the Phlllpplnes in ‘1957 was estlmated by the.Bureau
of the Census and Statistics as about l2,7 million‘workers.
This ‘figure compared with the total number reglstered shows
that the potential scope of 8SS for redlstributmg income
is again severely llmlted both by the legal provisions and
the incomplete coverage:/
(b) Actual compliance
Compliance ‘in any- glven period (those members actually
contrlbutlng and accumulating future benefit rights) is fan
below the figures for regxstered employees, In 1967 after j
andextens1ve compllance drive by ;388 onlyﬁzg% of the registerad
employers and 53% of reglstered waqe earners were actually

cqmplying. [A sample of 1,000 employers that I have taken

from the 1966 data, further reveals that only 2,45 per cent

of the cdmplying employees are agriwultural workers and they‘

contrlbuted only 1.34. per cent of the total SSS contrlbutlons.
| Thus, SSS is llmlted, even more than the ragistzatlon

figures reveal, in
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its ability to redistribute income to/agricultural workers
- who  make up the bulk of the réélly poor in thé Phi1ippines{}
The above éurvey also reveals the fact that 85.38 per cent of
contributions and 69.64 per cent of employees éome from large-
scale establiéhmenté with 20 'orbmore workers., Still further
' examination of this samplefsxresults shows that fhe»average
coﬁtribution per worker (and therefore approkimately the
average wage) of the large scale employers.covered'by Sss is
twice the average céntribution of the»médium (5-15) " and
small séalg,employers (less than 5)e The féct that the -over-
whelming majority of the COﬁplying workers are from the larée
'scale'firms; points ﬁp further the failure of SSS to cover the
poofeﬁ memberé of the labor forée. even of those members re-
' gistered and complying.
3. ‘Financipg
(a)ALegal Structure,

ngployer and employees contributions are made fﬁom
the first month of éoveragé. The employer deducts and with-
holds employeeé cohtributions; ‘At the end 6f'each quarter,
the‘employét pays this amount plus-his contribution to the
SSS. ’The schedule_pf contributions is as follows. (See
table 1). |

The distfibution of the total contributiopfwhich is_

6 per cent of wage and salary ﬁp to 500 pesos a month depends

on which salary bracket an?employee:fails into, As can be



TABLE 1

888 Contribution Schedule

Salary

Below

P 10—

200~

350~

- 500~

150—

250~

Bracket  Monthly Salary

Employects

_Wage or Earnings

‘Monthly Employeel!s Total
Salary - Contri- Contri~- contri -
Credits bution bution bution
£10.00 ° P 10 P 0.50 0.10 0.60
. ‘ - ._ ; 2 O 1 .
49,99 30 1,50+  0.30 1.80
99.99 75 3.000  1.50 4,50
149,99 125 4.40% . 3,10° 7.50
s :
199,99 175 6,201 é,r4;3o 10.50
g 30 |
249,99 225 7901, 5.60 13.50
s2
349,99 300 10,50, 7.50 18.00
~ * LA
499,99 425 14,90,  10.60 25,50
over 500 17.50°  12.50 30,00
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seen from the above table, the employer pays a decreasiné?%;
centage as.the monthly salary increases (from 5 per cent ta/
3.5 per;cent of mpnthly'salary)o While the employee pays ' S
an incféasing amount from i'per cent'td 2 per cent of his ‘{'

‘ monthly wages, If these employer contributlons are not. shlfted

s (a very unlikely occu:rence) . they would be progr9551ve_for -

‘employees. Thls could lend to a progress1ve redistribution of -

. o . -
lncome,everything else belng equal. The actual 1nc1dence of ﬁpufgﬁ

these contributions w111 be discussed in:detail'latef'in the -
- paper.
| (b) Acfual COnaributioha ‘
| rbtal contributions weréa?124;l78,094 in'1967. fhey A&x”,j
have_béenxiﬁC£eaéin§ at an avera;a'rate of 16% since_the“‘

iﬁception of the sysﬁem. The 1967 increase over 1966 waé %,
, From a‘sampie diatribuﬁion of §SS employees by wage

clasa,fI éom?ﬁted that 41,04% of total cohtributians'would come

from employees»and 58,96% from*employers; assuming no Shifting i

of the tax, This sample referred to above was a random sample

of 2318 SSS employees taken for November and Fébruary 1966, See

~Appendlx 1 for data.
| °a4. Beneflts _
- There are three types of beneflts pald by S88S:. (a) retire-

i ;ment; Cb) death and dlsabllity, {c) 81ckness beneiits.

kﬂ;);Ret:.rement be efits., Upon reaching ,.e:e age of 60 years

\ md §“e‘ havmg paia ok 1east cne—mmy:ed and twenty month!
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contributions to the system, a covered employee shall have the
Option‘to retire end-shall beae;titled;,for as long as he lives
;but'in<no case for lees'than'five'yeafS'to a monthly basic
pensioﬁ to be computed as follows:
| (1) 30 per cent of the. flrst 300 pesos of the average

monéﬁy salary credit.

-(2) ’Plus-G per cent Of the excess over 300 pesos

13) Plus one Sixteenthiof,one'per'centkof the .verage
monthly salary cred;t for eech monthly contrioution in excess
of one hundred and twenty pesos . |

.(4)‘ Provided that the monthly pen51on shall in no
case be less than 30 pesos

This benefit formula is a weighted one giving relatlvely
larger monthly penslons to lower and average paid employees.
The progressivity of the formula is further 1noreased by the
provision of the minimum benefit oF. 30 pesos a month,
The benefits have been increased substantially‘since the
inception'of the éyetem.' | |

In 1962 the beneflt formnla was 25 per cent of the flrst
100 pesos, 15 per cent of the next 100 pesos plus 5 % of the
.next 300 pesos of monthly.salary. Although present average
'penSioo benefitsvare clearly above these iates. the relative
progressivity of the benefit formiila has CIearly declined;

The pensions have also been increased by changing the,

baae on which they are computed. In 1962 ‘the benefit.dependgd
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on lifetime average earnings, Presently, the benefit'are

:based -on the average monthly salary credit. which is the result
Obtained by dividing the sum of the monthly salary credita

in the 60 month period before retirement by 60, Lifetime ‘
average earning would usually be conSiderably below

.earnings in the five years before retirement and therefore

e

benefits have been increased, (See Appendix 11 A.B. for
substantiation of increased money earnings with age of 88§
‘members) - , | . | |
The pension also depends to a significant extent on the

period of coverage as indicated in provision (3) above. Thus..
people with identical earning histories can have different
size pensions depending on when they become covered,

(b) Death and disabiligy A _ .

Upon the coveréd employees death or total diaability,
1‘his benaficiary shall receive a basic lump sum. equal to the

- sum of the 12 highest monthly salary credits in the 36 months

i

preceeding death or disability, plus 5/12 of average monthly
}ealary for each month of coverage over 120 monthl. There is
also a minimum baSlc lump sum payment of 500 pesos.f.The
minimum benefit is the only aspect which adds progressivzty
'to death and disability benefitso This minimum would increase

benefits for

Ose workers earning below ?75 monthly.

- {e) sickness bemefits are equal to 70 per cent of
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dependent; this is practically all members). In no case

shall the payment be less than P2.50 a day nor more than

P8.00 . The minimum and maximum benefits are the elements

in the sickness formula which glves it progresSLVLty¢>ﬁ The.

- minimum here would increase relatlve beneflts for those ‘workers
whose average monthly salary class/g\s.bielewm)ZS pesos a month,
The upper limit lowers the benefits of those members whp have
AJM.S.C. of over 175 pesos a month. Thus, the sickness formula

-is quite progressive.
SRR
5. Investments

(2) 1Legal PtoVisions

There are~praCtically no legal provisions constraln- ﬁi’

ing  the investment of Sss reserves, The investment fund is
equal to 80 per cent of total reserves, the other 20 per-

cent being set aside in a "reserve fund® of very liquid in-

vestments ( in time and saving deposits, ete.,) for emergency
~and contingency pux?poses,, " The only other major restriction is v
. _ .

that, not more than 40% of the investment fund shall be in-

vested in housing loans.

(b) AActuelAggserves
In 1967 $113,182,716 were addad to reserves,90,634,731
of which went to the investments fund, Thus 71.8 per cent

of total revenues in 1967 went to both the reserve funds,

Total accunmulated 1nvestment as of Decembe: 31, 1967'ﬁms

622,006,367, dlstrlbuted as followss s
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youth of the system, many me
’fbr substant1a1 benefits; and secondly,

the system is geared to the establishment of'a

'ability to effect income vedistribution in the present and near'w

| ficant effect on income redistribution, Whether they in fact

o I will not ‘try

Housing Loans ‘ts of loans other
Time and Savings d : '
Securities (privat
Salary and Educa
Governmert secuy
Fixed Assets

went, commercial
‘ustrial. loans

investments

In 1967 the 1argef
: f n for
benefits (addltlon tg
T

AN

paid in 1967) is due

X

manent reserve fund.This asPeet of §8S severely restri
future, Hd%ever,‘this fact is modified somewhat by.the actual
investment of reserves. in 1967, for example, 80, 000 000 1n
hous1ng and apartment loans were released, $35,000,000 in
salary loans and 910, 300, 000 1n educational loans, making a
total of ?125¢3§C€53‘ in service feature loans, These loans
are all made at below marﬁet rates of 1nterest and are there- i
fore transfers to members 51m11ar to payments of other beneflts.' é

However, these transfexs are not equal to the full value of the

loans but to tne 1nt°rest savings from the difference between

the loan rate and the market rate Of interest. “This large

; volume of service feature leans could potentially have a signi-

s

o
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do, will be dlscussed later in this paper. I will not ‘try

¢ to evaluate the income redistributlon effects of loans other

§

than service loans 1n thls paper, (eg, government, commerc1al

and lndustrial loans) ., Slnce commercial and 1ndustr1al Ioans

were temporarlly suspended ln 1966, and government investments

actually decreased in 1967, so that in ‘the year chosen for

this study, 1967,service loans made up over 90% of total

~

new 1nvestments. It should be noted that. government loans

vgould only be evaluated by finding the total impact of

;government expendltures on income dlstrlbution.

This task
is beyond the scope of my paper.
P
SUMMARY OF PART II
The legal prOViSlonS concernlng coverage. the actual,.

.structure of reglstered members, the structure of compllance.

and the method of financing seriously limit at ‘the outset,

,the 8cope of S8SS. for redistributing income, On the other

" hand,

-

the structure of benefits and contrlbutions, everything L

else being equal,‘lncreases the scope,

The overall picture do not hold out much promlse for any

major inccme dlstributlon by S8S. The rest of thig paper will

be concerned, whenever pOSSlble, w1th determin;ng to what extent

fthe above factors have actually llmlted the scope for income

redistributlon, and also to what extent there is income re-

distributlon w1th1n the forementioned constrainta.
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EART III

THE EFFECT OF S S,Sa ON INCOME REDISTRIBU”ION N _IN 1967

Previously we have discussed a number of aspects of the
sttncture of.S;S.S;fﬁhichvcan effect income-redistribution.
5These'structural biases can be modified or even reversed
‘when- actual conditions are'analQZed. All the progressive

effects, for example, of the retirement benefits structure

would be neutralized if all the individuals who retired were

{in the'highest salary bracket. Even though this is a far
fetched example, there is no doubt that the dlstributlon of
members clalmlng benefltso and paying contrlbutlons has

- substantial weight in determining the effects of S.S.5. on
income-redistribution, aside ftom the effects of the structure
itself.’ This sectlon is going to examine pre01sely what the

outcome of the meeting of the 1nst1tut10nal structure and wage

!

dlstributloﬁ is /

Here I will attempt to determlne the family income dis-
tributlon of retiremént, death, and s1ckness beneflts and the
family income distrlbution of the interest sav1ngs on service

loans., This 1nvolves a two step process: flrst, one needs to

determlne to what wage and salary brackets benefits and loans

|
?
f

actually go; secondly, one must allocate the beneflts and
interest sav1ng on loans in each wage and salary bracket class
to the proper famlly 1ncome bracket. The same process must be

- carried out for contributions, first, allocating them to the
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prOper wage and salary bracketsand then allocating them to the
prcper family lncome bracket |
A, gontributiong: zhg_gmgléxgggmyg

| AThe'emoloyee tax will be- assumed to be borne entlrely
by the employees@' Few would argue with this assumption.
For the. schedule of contr:.butiona, see table 1,

The lover Ta: --Anal tical Considerations

~any other productlon cost and will attempt to recover the :

additional cost through higher prices. At higher prices they

today is‘that‘altax On payrells paid’ by employers ig shifteq -
to and borne by the workers. In the long run, ‘the impact -
of the tax depends upon the reaction of wage earnets to the
reduced wage; It is argued that a payroll tax will not make

labor any more productlve 80 employers will have no reason



-18-

inelastic'in the“long‘run.} -In this ‘situation the same number

" of workers will be seeklng the same number of jobs and the
‘workers will bearvthe full burden of the tax., This view is
based on the Marginal Productiv;ty Theory of Wages which in
turn assumes perfectly competitive markets. 'I'h:.s mc:.dence may
'have to be modifled depending on the strength of the following
conditions~

(a) Institutional aspects of wage determination may -modify

backward shrfting which . would appear under these condxtions.
Primary among these considerations is*union'resistegce to wage
decreases.‘ , ) | | |

(b) If production requires fixed factor prOportions(oz
lthe factors are strongly complementary), the tax in effect
becomes a general excise tax assessed on the total cost of
production.

(c) Supplies of other factors may be less than perfectly
price elastic and thus some of the burden may be shifted on to
these factors.v 5 ‘

(d) The tax may not be universally applicable or univer— '
| sally complied thh If within an industry coverage is not
' complete, workers will be able to resist reductions in thelr
wages by moving into uncovered fzrms (this will ogpur to the
degree that workers do not place any value on tax associated
'benefits). Workers may also move into uncovered industries

or sectors if coverage is not universal,

&




To the extenﬁ that the above factors prevent the employar
from dhifting the tax backward on to the worker to Ehat extent
‘they will erther be borne by the employer or shifted forwaxd
. or dhifted back on other factors. Factors that may prevent
- the employer from shifting the tax forward are:

(a) Non—universallty of compliance and coverage may
cause-the emplOyer?to feer loss of sales torcompetitortg

| ._(b) sufficient but Smallvincreases'will lead to awkward
‘pricing.4 | f o o | |
. .(c) Low 1eve1.of orompetity_io’the aconony «

- (Q) ‘Relative elastic demand for.prodpct.'(Note‘that the
tmore;concentrated'ah industry is, the more ineiastie;the denand§A
curve facihg particular firms and the easier it is for fimms |
‘;toiraise.prices), | | | |

| If’the tax cannot be Shifted‘backward, and is borreby thev
‘employer or shifted forward, the cost of labor will inerease
etalative to capztal and it will become profitable to sebstitutev"
‘capital for labor. “How profitable it w:.ll be dependn orthe 1
fﬂﬂhmﬁm? : , PEEY

(af How heav11y the tax bears on. the industry or £irmy
(i.e. what percent taxes are of value—added or profits or
total coat). This in trn depends on the wage structure,

" as wall as the 1abor casts relative to other costs in the
industry. ‘ . | Gy
| (b) Teohnieal problems—-f “fixed faem proportiom" eé f’,:'xg;:;;, .

-
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(¢)  PFinancing problems—-cost of capital, tightness of

money and capital markets.

Note that the above effects will differ~from‘one sector

of the economy to another, and within sectors as well, dew~

pending on specific conditions.

C. TAX INCIDENCE

e a2 e A

PHILIPPINE CONDITIONS-- IMPLICATION OF

THEORETICAL CONSIDERATION

The above analysis has shown that in the long run the
employers tax will be Shlfted back on the worker unless some

serious impdrfections in the market structure prevent or

modify this process.

Arﬁkthere -any such 1mperfections -in- the Philippines? of
’the four factors mentioned above which could prevent the

-backward shifting of the employer tax, union resistance to~

a——

wages - decreases is potentially the most imporggg:‘,l do
N —— .

not believe unions in the Phlllpplnes are strong enough to

prevent backward shifting. In the first place a snall~per~

centage of the total labor force is strongly unionized. In

1965 there were 109 strikes in the Phllippines which involved

only 54, 994 workers, In the second place, of these 109 strikes,

only 34,2 percent involved issues concernin
2/
fringe benefits.

g wages hours, and

From Work. 8toppa es. if
nabor Education Ceriter .

8, 1960-1966, Asian
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The overwhelming majority of these strikes concerned organl-

Zation, agreement administratlon, and plant adminlstratlon.

;@here would seem to be little organxzedpressure to prevent |

iahifting of the employer tax back on to workers in the form

e

The second factor‘whien'may prevent full backward shift+

5iﬁgu is if there are fixed faetor proportions. Professors

’ icat and Williamson have shown, however, that entrepreneurs in v

imanufactunng do ih fact change faator proportions in response ta

'changes in factor prlcesr*“/Thus, in the Philippines the

evidence avallable seems to indicate that factor'propottzans t ¢

are not fixed but on the contrary are qulte flexible. “’;:g“i?;'
The feu;th condition discussed above may exist, Frcmﬁf

the data I have sampled I’havevfound‘thet neither coverage

nor compliance is universal and that in fact there is consider-

able variation in the extent of coverage between some industries

and within them, In my sample of 1/5 of all firms registered

in manufacturing by S.S.S;’only 1224 out'of 3089 were complying

in 1966, and within each sector of manufacturing there wes

Fconniderable variation in compliance, as the following table

shows:

; __A§ae' ‘I.E,D,R. Discussion Paper No. 68-21 "Technical
- Change and Resource Allocation in Philippine Manufacturing,

1957-1965 by Jeffrey G, Williamson and Gerardo B, Sicat,
1968.. ' '
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Table 2

‘Industries = % COmpliance' 1 .Industries _ % Compliance

T of total sample” = - of total sample
ISIC No. . . : .. ISIC No. -
20 «36% o - 30. ' «50%
21 , 51 . 31 W59
22 .39 . 32 .79
23 . 46 _ - 33  e42
24 022 3¢ «39
.25 .36 35 «77
26 , .44 36 .32
27 T W42 37 . e44
28 .38 38 " 033

29 _ 47 ' 39 »33°
1 o . . o
Ptncent of total employers complying in the months sampled
(April and October) 1966
However, despite these conditions, I do not believe workers
resisted wage reductions by moving into uncovered firms for
the following reasons. The uncovered and covered firms differ
on the whole considerably. When one considers the "dualistic"

strutture of most developing economies, the Philippines included,-

this becomes quite eVident. The complying firms are "high wage

, islands"' They are the more modern, larger, more sophisticated

firms and on the whole the non-covered are the nmall secale,

the "lower wage" less‘technologically advancé firms, ete,

~ No worker is going to give up his job in the "high.wage ~sector”

for the more backward low wage sector, This is esPeCially

true since the payroll tax is a low 6% of wages, Thus I do
$ ———

) not believe that there is any major obstacle to prevent the

baekward shifting of the employer tax in the Philippines. Of

the faetors discussed above that could prevent forwaxﬂ ﬂhifting,_

g S
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the low level of prosperity scems to be the most i .

ahcwn that Phillpplne manufacturing in 1960 is qulte i

concentrated. If this pattern holds for all of the Ph

does not exist-in the Philippineé. Thus, it seems unlikely
to me that forward shlftlng would not take place.
D. A SURVEY OF VIEWS

The'following ié a ieproduction of.part of a sample
survey I sent to a large scale employerh\in manufacturing

"in October of 1968,

e

Has the cost of 8ss premiums:_

©4y) Forced you to reduce wage

Yeé / -3:, / | #o / s A/' vccertaid 5% /

5.) Kept you from ralslng wages to some extent

Yaa/ 7 ccli.‘ 20 /Uncertain/

6.) Forcéd‘you to<increase the'price of your product
Yo 7 ‘No /_ /uncertain

[ 19 / ' VAR S T
' 7.) :Reducip‘you; profits |

Q,/ 16 .// ,nce .éiilsf /
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The overWhelming response of most bus1nessmen was. that SSs
. amployer tax reduces thelr profits., I would dlscount thls
finding eSpecially'since this is what is in the self-interest
of business men to have the public believe, - However, it ie
.interestigg that both forward and backward shifting of the

tax was admitted to by approx1mately 25 percent of those

respondlng (questlon 4 and 5). This reveals that both for-
ward and backward shifting seem to be.signlfieant and abott
equally “strong, |

Based on this admittedly incomplete evidence; I‘have deeided
to ahalyze the allocation.of sss dontribationvgnder the

Lthree following assumptions:

(1) The employer tax is borne 1/3 by the employer R l/3
is ‘shifted. forward to eonsumers and 1/3 1s shifted backward
- on to the worker, This assumption applies most reallstlcally
tg{iiévery short run. (2) 1/2 employer tax shifted back-
(;aro and 1/2 forward.~ This applies to the short run 51tuation,

and (3) in the long run the full employer tax will be assumed

to be shzfted backward on the worker., I have given equal

weight to both forward and backward Shlftlng since my analysis

0

of Philipplne ‘economic condltlons and the results of my

survay lead me to believe that, in the short run, both are

a-equglly‘probable.
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bomaiadmus TO ’FW

1. THE SALARy DISTRIBd&ION OF S s. Se CONTRIBUTIQHS

-(1) Full Backward shifti.ng of employe'ﬂ tax

) The data used is a sample taken. at S.8.S. of 2, 318‘
employees. Only those actually complying in the two montha
sampled were used to estlmate the sclary dxetrlbutlon of memhcml-. N\
only 1143 complied in February and 1157 in November. The /()
| follow:mg table gives the distrxbutlon of these complying

members for each of the two month.

'I'gble 3

Dlstributlon of Contributing~, o *
( Non del:.nquent ) Employees, Feb., & Nov. 1966

Salary - “Number of Employees % Nunber of Employees ~%‘i‘.‘
' Bracket . - Feb. _ -+ Nov. |

I 1 . 0,100 - S AR .61
I 45 " .3.94 53 o 4460
IxIT - 107. . 9.37 81 755
IV 213 18,65 187 16,20
- . 303 26434 304 . 26,34+
I - 164 14.36 . 167 : 14.46 ¢
ViI S le9 - - 14,79 183 15,86 ¢
VIII 64 ' 5,61 86 ‘ 7.45
IX 11 6,75 81 . 7.03 o
| 1143 ‘ 100% - 1157 © 100,06 .
* From a random sample of 2,318 employees -
Bppendix I s.hows the estimate of total contributions based
‘on this distribut:.on.
w numbexﬂ Egntributing in each ‘wage categoxy was N

o e

/mlﬂplied by the approgriate total contribution rate for Lo

— SRR
that category to. detemﬁe the”fotal contributions for ees:h

s N

v, i e L
\""—we._.* s et
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- wage class. Then the percentages cf tetal oon;rik«wmgaa=tn oac

e e e ottt et e

M

wage,fi:)calcul ted.v,lwheae percentages“Wd&e then multlg}ied
by the aanual contributxone Th;s gave the total aetual |
‘contribution of each wage class. ( 8ee. a;;enoix I for,/ ]
actual data).‘ The prOblem now is to allocate to the - proPer
family income class. |

2. ' RY—FAMILY INCOME DISTRIBUTION Matr

In order to allocate aata which are dlstributed by salary

bracketsitg faml' income brackets, one has to know What per- ‘

. centage of wages and salaries in each salary bracket belongs
in each family income bracket’ These percentages vnry from
salary-bradket to salary bracket and from income buacket to
1ncome bracket, primarily with the following vartatios: (1)

Percentages of wage income to other types of income by family

income brackets, (2) the number of wage earners in each fa-
jmily by 1ncome class. !
Previously, both ‘these factors were . analyzed whenever
this problem arose and, then, allocation was made by sdbjectlve
assumptions based on this data. Thls was at best a very im-
' precise procd&&ﬁ@ | I believe I have found a wny to solve e
' ﬁhis problam in a more precise manner. What'is'needed»is a
‘,wage and salary family income dlstrlbutlon matrix. rhat'is_
the nmmber of wage and salary workers for cagh femily income
flcxiss ror eacbosalary.bracket., whus, if one knows that $50.!

iﬁkqoatributioasrfalls’ia,the ?GwBOO*wage and salnxytb;adket

. -

{('.'

S
. E £
. Vs




wglg Eﬂlwgﬂ IRCOME vﬂgg ~
wz OTHER gmﬂw.._ﬁu gﬂg THE GOVERNMENT . Amuvulua&v

i " v \ .‘ ,. . ;

500- 1000~ 1500~ uooo- _ »uoar . 3000 4000- uoac- mcoo. © 800D~
999 1499 1999 2499 - 2999 3999 4999 5999 . 7999 9999

59,800 . 105,225 112,700 101,200 66,125 27,600 47,725 23,000 12,075
10,45 ° _ 18.38 19,69 17.68 11,55 4,83 8.34 4,03 2.1
50 > 8,625

12,075 N‘mocﬂw
g N ¥ ,. :

—33,025 61,525 49,450 46,575 32,200 47,150 24,150 8,
L 10,18 18.45 _ 14.82 13,98 9,66 14,13 7.24 2,59
“ 49,450 89,700 49,450 28,174 ,578 25,875 20,125 .
14002 - 25062 14,12 8,06 13,32 - 7,40 _ 5.75 " 6,41
. 47,725 50,025 35,650 29,325 29,900 22,425 . 12,6
1869 19.60 - 12.95 11,49 11.71 . 8.79
. 75,900 66 G 65435 4h.050 0,875
18,19 15,99 ' 16,40  -10.74 9,78
32,775 54, WMmia.aw 725 36,800
14,90 24,80~ 10.18 16,72

. — : - ‘ 28,750 21,850 25,30
: : : S 17.C6 . 12.96
9,200

~55800 139,100 223,675 388,075 258,075 223,100 323,605 201,251 177,100
241 5.67 9,13 11,73 11.73  9.09 13,200 8,19  7.21
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" and also one khows'that'for this Saiary bracketizs-pereent
'of;the waée and salary_meébe:e fali:iato the family income
class.belew ?SOQ‘ a year and 20‘percent fall in the family
income‘bradkeg of $501 -~ 1060, 15 pe;aent in the_iOOO to
1500‘brac£ebwvetc.’then byvmuitiplying the amount.in‘the.
salary bfacket by the oercenﬁage of total wage and saiary in
_eadh family income bracket, one can allocate the distribution

of total wages and salarles to the apprOprlate family income-

‘bradket. Thus, , we can transform any wage>and salary dis-
t;ibutign intg a,faﬁily iacemeedistribution.

5'Ihis tﬁpequ data is not readily a&ailabie. However, I
‘was fortunate enough to be able to gain access to the 1965
'Hoﬁséhold Surwey of the ﬁuieaﬁ of Census and Staeistics
“(BCS). Then, by going through the over 5000 sampled households
and by placing each wage and salary worker in each family in
the appropriate 1nceme bracket, I was able to construct such

a matrix, Since agricultural contributions make up such a

**

smali pertion,of £otal centributlons-to S.S.S.,lthe,mat:ix
used was ohe eOVefing ohly urban‘noa—agricultural worﬁers'

in the Philippines, The sample wasfthenrblowh up by the
Aapprepriate expansion factors.  This providedkan approxiMaf |
' tion-ef salary;family-income distribution fervﬁhe Philipéines
}in'oﬁher (ann—agricultufa;)‘ihdustriesﬁincluding‘gevernmenta'

‘The matrix appears below in table 4o . . .



2%
_ One problem thatvdeservesybrief meﬁtion here is that the
salary distribution braekets for alloeatioh aceording‘ to
84548, ware not the-same as the brackets used for the sampled

kB.C.Sg matrik, Thus in order to equate the two, a cumulative’

frequency distributlon was’graphed of the S;S.S.'salagy_

distribution and the matrix salary brackets were then marked

e m——

off and:the‘percent of total salary within each matrix

salary bracket was determined. This process might have im-

—

parted a small degree of error to my allocatdion process

which I do not believe is significant.

3. _Allocation of contributiohs
| lIt.is now a simple matter to allocate each éalary'
'v.bracket contrlbutlon to the approPrlate family income class.
The results under the assumption of full backward shlfting
_are in column, Ac, of Table 5.

The total employee contribution under the other
two assumptlons, 1nc1ud1ng that share of employer tax

shifted back on the employees, was allocated in the same

manner as above,

’ ', The portlon of the employer tax shifted forwami was allo-~

cated accordlng to the non-food consumed at home expendltureﬁ*
for eadh -income bracket:é“/
—
Data was taken from Familv Tdving and Expenditgrg im ..
the Philippines, 1965, Special Release No. 65, series of

68, month of April, BCS,
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Nonefood consumed at home expenditures by income class were
chosen instead of total. expenditures because it was believed
that the overWhelming majority of price increases causeg by

S S.S. would_be in non-food expenditures., This is because
agricultura and fishing are for all practical purposes not
covered by S.5.S. and only a small percentage of contributions
for s, S S. comes from small scale establishments where |
the great maJOrity of the food is bought by Filipinos. Allo-
cation. of the portion of the tax shifted forward, according
to total expenditures by income class, would have made forward
shifting a lot more regressive than it is under the above
assumption. -

The employer tax, borne by the employer, was allocated to.
the P6, 000 a year class and above. Most, lf not an overwhelming
majority of employers, probably fall in this class. The total
tax borne by employers was divided propOrtionally according
to the ‘relative amount of income in each family income bracket
above ?6000. ‘The distribution of contributions by income bradket
for assumption BC' '1/2 forward and 1/2 backward, and for, |
assumptions cc. 1/3 forward, 1/3 borne by employer and l/d
shifted backward, appear in Table 5.

Allocation of the tax accocding to the three above
 assumptions differs most noticeably in the following nanner.

Assggption A (Full backward)
Here the tax rate of contribution is the same for all wage

brackats except 'P500 and above. ' Of the three it o A o
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one dzstrlbutes the smallest total of contrlbutlons to the low
income brackets

2. Asgggg;;on B (1/2 of employer tax shifted forward
| and’ 1/2 backward). Thls is the most regressxve of the assump-
tion. This is true because shlftlng has the most regressive
incidence since eXpendltures(above non-food expendltures as is
the case here) make up a greater proportlon of total 1ncome
~of low income families than of higb income families. -

3.' Asggggtion é (has a mixed effect). ‘This is so since
forward ahifting is more regressive than backward shifting of
the tax while the part. of the tax actually borne by the employer
bhae a very'progressive effect on the dlstrlbution of contribu-
ltions. The assumptlon tends to redlstrlbute contributlons away
from the middle income groups to both -the lower and upper -

, groups, as compared to assumptmOn A, where the tax<1s fully
borne by the employeas.
Fo Distrlbutlon of Benefits

Disabillty beneflts were not lncluded because. of 1nabllity
to get data on them. They amounted. to only 1,230,987 pesos
in 1967 - and thus would not 31gnif1cantly affect my results.

The data - In all ‘those cases data wEs sampled which would

enable. one to determlne the amount of beneflts going to a
partlcular salary bracket. The salary bracket determlnable
from S. S S. data was in all cases the salary of the worker

before'he made his benefit clalms.
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uwmﬂﬂhvaw%oa of; noan&»vcw»ou. wmnmmwa and wmnmmunn | o
4 . plus Loan, 1967 . W

P . .

TOTATY

124,671,280

27,095,721

\ S : . _ .
A . : : . A _ . :
I c - ,wn‘. ‘.oo B ; wm e .»w + 1,
Family . Contribution _ Contribution QObdnhvcn»os , - . T
Ifcome aA,aSS d B._ASS S F
Bracket Full mmawmhocum Xk wmnwsmum : H\w H; Benefit Benefit
. Shifting = ° % Forward _1-1 w .!:«th::;l;:z;1 o
. AHV . . (2) ‘ 13 @) .dwv
Below 500 77,610 1,251,568 837,624 81,683 w.mma,qoul
o, .065 1.01 " .80 . .30 12,161
500 - "99¢ 3505730 . 2,737,937 1,846,021 588,576 1,745,757
| .281 . 2,22 - 1,50 2.17 . 6.444
1000-1499 1,757,990 4,477,830 3,128,192 1,481,989 2,354,035
S - 1.42 3.63 2,54 5.5 8+688
~+ 1500-1999 5,300,620 6,984,800 5,315,268 2,615,684 2,714,515
AR PR T 4,24 : 5,65 4 31 9,6 -, 10,020
2000-2499 8,197,170 8,778,162 6,938,413 2,710,482 2,601,899
S 6,58 C7.12 5,62 10,00 9.603
2500-2999 - 8,539,610 8,837,102 7,037,067 2,145,861 . 2,101,929
e 6.05 -7.16 . 5,70 - 7.92 . 7758
~ 3000-399¢ 14,120,970 14,322,473 11,393,969 3,254,997 2,959,791 -
e 11.33 11.60 L 9.22° T 12,01 .10.925
- 4000-4999 - 11,700,920 10,967,502 8,829,002 - 2,469,863 1,717,405
i S 19,39. . 8.88 . 7615 9.12 6.337
5000-599¢9 13,C96,000 10,531,436 9,334,410 2,441,369 °1,407,307"
A - .10.51 " 8,53 7.56 ~ 0 9.01 - . 5,193
moo01~mmm. 14,382,170 . 12,283,052 14,366,356 2,537,303 1,512,887
: . 11.54 | 9,95 11.64° 9.36 - 5.584
moconwmwm 13,447,640 . 11,310,524 13,534,252 2,052,035 . 918,359 . 6,7
10,789 , 9.16 10,96, 7.57 3,388 13
woooo & mwa<r 33,699,850 31,027,476 40,947,566 4,619,140 3,767,083 " 19, 8¢
27.032 25013 ° . 33,16 17,05 - 13.904
-:uguom»mmw 123,508,137 27,098,014
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, : TABLE 6 ~
1967 DISTRIBUTION OF BENEFIT & INTEREST SAVING ON LOANS

'GRAND TOTALS

_100%

' 13 027,337 7 627 543

- 12,694,264 6, 777 207

100%

#

100%

AN s
i

) w‘”) 4- ’

, 7 7
Family Total % ; ALLOCATED ATED TO BEFORE CONTINGENCY BRACKET ;-
Income of ;7 Total : BENEFITS ?

- Bracket Familles 7 Income - ; DEATH  SICKNESS RETIREMENT:
' in Bracket; ( In 1 L H
2 Thousands; X _ '
BELOW 500 .8 188,574 2,250 51,642 27,501
- ) ’92 § - b034 .411 __;4082<
500-999 2.4 (683724 19,737 505,771  .63,068
: | 5,26 _+259 . 3,9874 +932
1000~1499 5.3 1,058,016 95,677 1,248 631 137,680
. 8. 12 lo 256 908402 . 2.0"3 ‘
1500-1999 9,0 1,194,732 301,119 2.002,096 312,469
‘ . 9,18 2,948 15,772 4,612
. . LJ'} gﬂ t/ )
© 2000-2499 11,9 1,140,968 531,262 1 767,213 412, 007 o
_ — 8.76 6.9esﬂ‘m? 13,9409 6,080 '"v¢
2500-2999 9.9 1,051,479 516,387 1,320,860 408, 554
| L 8,07 6,771 10,408 6,029
© 3000-3999  14.8 1,573,230 850,384 1,240,261 664,452
12,08 11,150 13,708 9.804
- 4000~4999 10,3 1,040,815 732,506 1,118,807 618,550 ~g
. ' 7,99 9.604 8,816 9,127 44

o . : t O Y :

5000-5999 7.3 786,786 . 867,187 ' . 831,648 742,534 - !
| S 6.04 11,370 36,995 64555 10,956

6000-7999 7.7 877,974  9l9, 2oom. 811,879 806,224

, : . 6.74 . 12,052 6,398 11;897 ‘

. : ” Vi lgte

8000-9999 6.3 709,815 808,126, 509,594

‘ , | 5,46 10,596 4,011
10,000- Aboveld.3 2,721,224 1;983, sos" 785, 869 1,“**“””“’

: s e 20.89 26,0664, T146, 193 W29
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TABLE 6
(continuation)
- ‘ _LOANS .
S&lary . Educational Housing Total (Ab) Interest
' . _ S : ‘Benefits " Savings on
: ,Total Loans
. 4 D N
o .09 - 81,683 _ 4
- ' — __+3036 2000
12 - - | 588,576 83
0 .0108" , | 2,1745 0004
961 . 686 - 1,481,988 = 1,647
“ 2085 «1035 5,469 +0090 ,
7,208 6,708 ., - . 2,615,684 . 13,916
$320 1,01 9,655 . ,0601
23,534 18,335 37,332 2,710,482 29,301
1,04 2,76 | .18 10,001 #3347
67,533 © 28,821 94,261 2,145,801 190,615
2,49 4.34 .45 75920 +5078°
161,928 62,286 - 217,975 3,254,997 442,189
7.18 9,39 1.05 12,012 1,869
165,981 58,014 236,546 2,469,863 460,541
7.36 _ 8,74 1,14 9,116 1,946 ,
] | . ' T
270,112 - .74,426 383,703 2,441,369 . 728,241
11,98 11,21 1.85 9,009 3,077
- 305,498 86,262 1,448,948 2,537,303 1,840,708
13,55 13,00 6,98 0,363 1,779
334,439 87,987 4,254,312 2,052,035 4,676,738
14,83‘ - 13,26 20&591"‘. 72573 19,761
/918,091 240,004 14,075,630 4,619,140 15,233,725
49771 36,167 67.84 17,046 64,366
' 2,255,297 663,604 20,708,807 - 27,099,014 23,667,708

o 200%  100%  100% _100% - 100%
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TABLE 6
- (Cont!d)

ASSUMPTIONS |
(1) A - Full backward shifting of employer tax
(2) ch,= % backward and % forward shifting of empioyer tax .
(3) Ac'é 1/3 baékWard,‘1/3 forward shifting of employer
¢ tax and 1/3 bom Ly the employer
(4) A = Benefits allocated to before'contingency family
| o "income position. |
(5) B = Benefits allocated to after~contin§ency family
B .

income position
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I. Retirement Benefits (From the Abstract of Retirement
Check of all rétiredfmembers receiving b;hefits)._ As of
Ma& 1968; a toﬁalqu 391 rétireés monthiy retirement behéfit
,wére,raﬁddmly sampled. Using the'benefit.formula, it'was a
Simple'mattér to calculate the average monthly~salary of most
of those members were at retirement. The amount of contributioqs
-in eacﬁ of the nine S.S.S. salary brackets wés then computed.'
It was then assumed tﬁat this distribution representgd the dié—
tributioﬁ‘of ;etirementibenefits in 1967. This is a reasonable
' assumption since approximétely 80 percent of thbse on the list
'had_retiréd within the last 4 years. |

_Oncé the value of retirement benefits going to eadh.wage-
glass was estimated, the valués were allocated to familyjincome

brackets by use of the salary income distribution matrix. The-

retirement benefits allocated in this manner appear in Table 6.

2. SICKNESS BENEFIT ~-334 Sickness Benefit Vouchers were
randomly sampled. In computing sickness 5énefits the average of
‘the 6 highest months of the last 12 before sickness wgre com~
butéd.‘ Thus, it was poésiblé toléell fhe sakyry bracket to which
the .amount of eacﬁ claim ghquld_bevallocated. fhe percentage
of total contributions in‘each-salary'bracket was computed. The
jtotél for 1957 waé.computed and the aliacgtion to family income
bracket was done through use ofvthe salarjlfamily—incdmé-matrix,'

‘Sickness Benefits appear in Table 6.

Ses
(X

3. DEATH BENEFIT -464 death benef}t vouchers were randomly

Ry .
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sampled. 'Precedureﬁ followed"thQSe-of sickness benefits |
claimants.ekcept added complieetiOns existed because numerous
death benefit clalmante had not met fuil legal condition and
thus, the(number cf months of contribution varied. Therefore,
average salary before death had to be‘compﬁted for ail tﬁose
thatveid not éont:ibute'forsthe required nﬁmber of ‘months.
Death be:j;iteby family rﬁeome bracket appear in Table 6.

a. Vanarysis or FINDINGS

;- In order to simplify this analysis, low income will be

defined as below $2,499 annual inctme: middle income betweeh
' . . . - ;}'\, R, e ....,g ‘- - ) ) N . .

$2,500-5,999, and upper income 6,000 and above. The lower income

7B

group thus contains 29.4 percent of femilies; and the middle
income group‘42,6>percent, and the upper income group 28.3 percent
| ef‘the famiiies. |

(a)_ Benefits., Firet,-let us loek at the allocation of

benefits to the_before contingenqy'iﬁcome position.

{b) Siekness’ﬁénefitg. Table G show that of tﬁe three. .
benefits, sickness.has tiie greatest pr0nortion géing-tokthe low '
inbome-groupF~47'63:beroent Ret:irement has the next largest
proportion-~14.06 percent and’ the dea*h has lowest proportion of
12.47 percent. |

Both retirement arid death benefits have less than proportte.
tional ahare of total income going toq¢hls group.' Of these bene-

fits. alckness has 39. 48 percent going to the mlddle income group

while death and retirement-beneflts have 38.39?and 35,92 percent
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Sickness has the least going to the upper income group--16. 60

percent, whlle death and retlrementahave 48.7% and 50.01% res-
pectively. The difference between distribution of death and
retirement benefitS'is insigniflcant HoWever, between retirement
and death, and SLckness beneflts, there is a great dlfference,
~ the latter belng dlstrlbuted progre881vely while the other two:
are mildly regressive. There are no provisions in the legal
structure of these beneflts to eXplaln this great dlfference 81hce
all beneflts structures have s1m11arly progressrve features.
However, there is an explanation. It seems_that many of those
claiming sickpess benefits are:really uaemployed members., Ths
administrator of .the S.S.S. benefit department told me that they
have refused many sickness claim prerisely. for thlS reason. But
many more are able to process thelr claims since it is very diffi-
cult to varify a sickness claims as~being false. Since many of the
clalmants are unemployed, 1t is not su;prlslng that the‘\majorlty
of these beneflts find thelr way to the low 1ncome brackets.

(5) _AFTER CONTINGENCY S B | '

The above benefits have been allocated under the condltlon
that their proper position on the salary dlstrlbutlon, and’ thus
the lncome distribution, is the pOSlthn before the partlcular

L ]
‘,contlngequ actually occurs. For sxckness benefits which on the

average would ‘cause’ only a mongh!s (frem a separate sample the
average length of sickness benefits was Shown to be- 29 7

day) reductlon in salary'a family!s incoge
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E.mnn.wvanu.on of Benefits by Wage
Q«mmm & Salary-

2.

Table

7

& Salary and Income B
Family Y Matrix )

%*
racketg=~1967

II. 34,786

=il

L.
IX. mangmm BENEFITS
XXX, RETIREMENT BENEFITS .
"~ Total : _ /m@ Income : : : y : ; : P
Contributions: 7 :. = - Below «: 500~ : 1000- :.1500» : 2000~ : 2500 : 3000~ : 4000-:5008 ' : 60
-— : : : H:Qp<nanm~ Salary moo : woo N" 1499 1999.": 2499 : 2999 . ; 3999  : 4999 15999 " : 79
1. 23,486 .31 . 2650 »upm 4620 4148 2661 1134 1959 946 498
XX, 495,129 3.2 Below - 500 51642 90906 97392 87440 56098 23915 41294 19953 10497
IIX. 264,533 3,0 . 27591 48568 22034 46717 ° 29972 12777 22062 10661 - 5603
I. 151,525 2.0 15425 27941 27441 21183 14637 21410 10970  39%%
11.4,075,255 . 32.1 500 - 999 414865 751484 ' 603551 569726 393673 565839 295054 105550 _ 2:
mmmu,wpnxmm;?; 2,1 14500 26266 21096 19913 13760 20127 1031 3689
I. 447,000 5.9 63116 1145791 63113 36028 50540 33076 25702 7
| 11.2,831,12 22.3 1000-1499 399755 723334 399755 223189 377106 209503 162790 1¢
3 mmmafanommso A2 59380 107742 59380 33896 . 56016 31120 24181 7
1. 856,17 11.3 166009 167799 119429 ~ 98365 1095251 75253 2
L 11.3, HwQme 24,7 1500-1999 S85771 . 614621 - 434447 360306 3672C4 275638 15
9 mmmwequw 554 0.5 ) 136914 143581 102191 84170 85782 64391 3
f. 1,197,051 15.8 . 2577467 TISTARR T T96316 126563 117072 13
b IT. mom 259 5.5 20u0~2496" 127015 111652 114514 74993 68290
p IIX, 874,594 12 9. 159161 139912 143499 93074 85574
1,1 o%@fmmm 13.62 : . o 153751 255906 105046 172532
mavm@, 6 .66 2500-2999 125984 209691 86075
711,827 10.49 105818 176459 72433
¢ 1,271, qu:,._ 16.78 R - 216383 164760
Z.0h £09-3999 61511 46728
14.01 . ! 162119 123157
53 — N —_ - e, R T
975 . 40004999 . % 19300
13,9 L \ 191110 131524
, 16,21 - ek “1510
i : .5001-5999 , ,/q-x-
mn , 931; New 13,73
Y. 342,447 - 4,52 o : .
IX. 66,525 52 6000-7999 N . . //fAMf;
 IIX, 340,502 @ 5.02 - il . o {
' I, 178,800 -  2.36 , P e L
: 800~ mmmw, : , il -~ N e WY
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. : Table 7 Continued

A Distribution of Benefits by Wage & Salary and Incc
~ DEATH BENEFITS (Wage & Sdlary~Family Y Matrix)
TI, . SICKNESS BENEFTIS | A
III. RETIREMENT BENEFITS

: : .8 Family Income : : St T : T <+

, Total [ A : sBelow = * 500~ : 1000~ : 1500~ : 2000« : 2500=:

| Contributions @ :Indjvidual Sala; : 500 : 999 : 1499 : 1999 : 2499 ; 2999

295,475 3.9 X
7 - 57,384 452 16,000 - Above . .

11, 293,700 4.33 - . : L o

7,576,270 . v . 2450 19737 95677 301119 531262 516387

12,695,623  GOTALS _ : 51642 505771 1248631 2002096 1767213 1320860
£.782,903 - 27591 63068 137680 312469 412007 408554
27,054,796 GRAND TOTAL 27,099,014 81633 588576 1481983 2615684 2710482 2145801

_ . .0037  ,2593 1.2557 32,9485 6.9665 6.7712

EFXCENTAGFS TO _ L4106 3,9871 9.8402 15.7722 13,9209 10.4075

TOTALS : 24082 9320 2.0328  4.5120 6.0802 6.0285

10,0014 7.9201

(83}

'PERCENTACES 7O GRAND TOTAL | 3036 2.1745  5.46958  9.654
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‘ineame position is ehanged iix*ﬁé@;mhus. the above assupp-%;
tion ig not'far from reality, oince the family income |
positionsfwoqad not have changeg'dgaStically after ﬁhe
.centingengyo Howeee;, fow, retirvement and death benefits this
assumpﬁion iS-veiy unreaiisﬁics:'Bosh_deeth ahd retirement can
.drasticaliy reduce faﬁily ineomes permanentiyo This is in
fact precisely why social secutlty systems are needed to
modify such drastlc reduct*ons, Allocation of retirement
gnd death benefits to before contingency family incoﬁe posi- '
'tions.therefore seriously underestimate the effect that 8.S5.5.
has on incomeeredistribution. Idealiy, what is needed
_weuld be‘detailed information on what ﬁhe income positions
l of family .. retirees ané death beneficiaries would be in the
ebsence of S.S.S5. retirement anc- death benefits.‘(ﬂowever. ﬁhiae
dstg'nggg nbt ahailsble}and my limited,fime and resources
prevented me £rom actuelly carrying cut the type of family
rsurveyvthat wcﬁld'be required to get‘fhis informetidp;
' Irhave,”however, thought of a method'usiné the dalary-
family income dlstribut;on matrlx vhich I belleve allows me
to determine rather accurately what the after contingency
family income bracket is for these familxes. Starting from_
the allqcation of retirement and death beneflts to their
proper position in the salary—family income distribution
‘mattix, it was assumed that death and/ox retirement would

: rednce the family inccme by the full amount of Ehe :adnotion



-42-
,1n W!ge ;nd salary éneema The :q;lowing procedure is then

uged to trangform the before genténgency distribution.,

From Table 7, téké.one cell of this above maﬁiii. fahily
.$n§0ms of 2506*3999, and wage and salary oﬁ l000-1499. What
family ingome braekets will the benefitg in thia family |
iznﬂome brggketr abd salary bracket be a,;loca.tgd £0? We can
assume that those families! income havé been reduced by the
full aﬁount of the wage and ‘salary redugtion, Further, assume
_that wages and- -alar;es and family 1ncomes are equallé dis-
t:ibuted within their respective brackets. That is, that

there was an equal . number of individuals in the wage and
‘ aa;ary bxacket of 1001 and 10024,.,1499 and aimilarly for
fgmily incomes, Next, subtiat the upper salary bracket from.
‘the lower income bracket and the lower salary bracket £rom the
‘upper ineoms bracket., _Thus, in this case, 1499 will be sub-
,trucﬁed frdm 2500 to get iOOI and 1000 from 2999, This givaa'
the full range (1001 to 1999) of possible income brackets
intc which individuals could posuibly fall gfter reductien | !
" in family income 1lese of wage and salary ihcame. The range
’Aiu 1001 to 1999, ., Those individuas with the lowest wage and
.sqlary possible in this cell and the: highest income would now have
a naximum of 1999 family income. While those 1ndividuala whowe .
Wagpt and salaries were the highest p0881ble and the family
Ancome the lowest possible would have 2 family inoqme position
of 19800, The value of benefita in this cell (63, 116 and

59,380 ln retirement benefits) can then be alledmtoed
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quqlly to the 1@@0—1499, and the 1500-1999 family income
bracket:s. | Allocating these benef:.tn equally assumes that
the number of families in this “’11 with }'n.ga incomoa |
| Aar;q low wages and 3alaries cqua]e the numier with low in-
comes and hlgh wages and salarieso
This is an unrealistie a,'ssu;aption sinqevwithineny

income bracket wages and salaries are probabiy related to
vtmily incomes, If wagea and' salaries are perfectly cor- '
related with family incomes wi’:hJ.n orackets, then we should
- subtract the lower wage and ~salau:y bracket from the lower
family_ineome bracket and theiupper wage and salary f.iom the‘
upper family income bracket., This is true as the highest
(or 16west)"wage and salary would be coupled with the iaibheat
family income (lowest) with:.n each cell, The abave case wotild
result in all the benefits heing allocateﬂ to aproximately
the P1500 family income (2500—1000=1500-, and 2999-1 498-1500 ),
But 1500 ~is‘ midWay between the family income bracket 1500-
1999 aud 1060-14.99. Thus, we should . alloecate half the benefits !
to one braeket and half to the other my, 4&; thie cass
different assumptions do not really change the income redis-
ribution at all, 1In s@me other cells where the size of

the bracket differs.l there may be scme change in the redis--
tribution. However, since the assumpt:.on (upper from lower
and lower from upper) actually tends to spraad the income

distribution over a wider range of ;ncome bracketp rather
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than to either low or hlgh inccme brac&ets mxelusdisely,th
overall. effect w1ll not influence the conclnslon.

The same procedures were followed for each cell, There
were _some special difflcultles in the largest cells since
 the upper brackets nf these cells were not known. This
»difficulty was averted by assumlng that the 10,000 and.
_above salary bracket had a 15 CO0 upper boundary and that
the 10, 000 and above income bracket had a 30, 000 upper
~boundary. However. ﬁhls last assunmption appears to be an
“unrealistic’ assump tion for.family income brackets for prac-
tical purposes. Nevertheless, it was" ‘adequate simce a higher
bqundary would have allocated income #n a slmilar manner \
mainly to the two upper income brackets.

The resulting distribution of benefits by family income
brackets, under the assumption of allocatlng beneflts to the
family income position after the contingency of death and
retirement. hac occurted, apoeﬁrs in Table 5, Comparing ﬁhia

aﬁter contingency allocations distribution with the distri~

bution of benefits before contlngencleo in Table’ S.He Qee ihat

. this assumptlon dlstributes a greater proportion of JEotal

benefits to the lower income groups, 37, 29% as compared to
17.47% under ‘the before oontlngency assumptlon. Thus, as
expected, the income progressivity of benefitg is greater

under the after contingency aldocation,



SGrvice loans (loans to members), unlike retirement

and oﬁher benefits, are not pure transfers. They have a
cost_in the,interest payments which are‘spread out over
| the period of the loas. Salary.educatienal and housingtleans
-are alllmade at rates of interest well below market rates,
The transfer value of these loans is equ‘valent tc the
interest savings of the members due to the difference bet—
‘ween the_loan rate and the market rate. Theidifference-in
_the interest payments occur over different periods of. time .
depénding on the ioan. (10 years for housxng loans and 1
year to 13 months for salary and educational loans.)
Therefore, the transfer value of the loans for a pattieular.‘
‘year is equivalent to the difference in the present dis-"
'eounted value between the interest 3ayments actually made
~and the present discounted value of paynent at market rates
of interest. : B h | | |

1. EVALUATION OF INTEREST

" {a) SAVINGS

The 1nterest sav1ngs on loans were esti-ated in
the following manner.: The.perlodrc payment necessary.to
pay.off.a loan of one dollar at assumed marketirates of
| interest and at actual interest rates charged by S,S.S, was

found from interest tables. Whe differences between the

o

- two measures\the interest savings per perlod. Then, ihe

A



~46—'

.preaent discounted value. of _One dollar payable perlodlcally
- (at the market rate of interest) was mtltlplled by the difference
between the two flgures to get the present value qfvthe interest
saving per dollar of funds loaned. The total amount loaned
rlnterest for each type of loan. Table 8 indicates the total

~ interest savings of each type of loan.,

. Table 8
Type of loan ' Interest Savings . Interest rate
Housing ©20,800,000 market rate .  13% o s
' - loan rate & -

. \ + J
‘Salary loan: . . 2,257,500 . market rate 13% N

- : - loan rate 53% —r¢. Ry
Educatienal : 664, 350 v market loan 13%

T - loan rate 53/4%

The lean rates, were the rates actually used by Se S S. The

market rate was.determlned after a con31deratlon of all

relevant information on rates of interest for such loans,‘ The j
rate shown is probably conservative. If this were true, the
interest savings‘is under valued somewhat.'

2. IHE DISTRIBUTION OF S,S.S. SERVICE LOANS

(a) Housing Loans

The dlstrlbutlon of hous1ng loans was taken from a
KSpec1al report on housing by s, S «S. made in OCtober,1967.

This report showed that of total'hnusing loan fund released,
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88 percent went to members whose salaries were above 500
a month, The remaining 12 'peza'cent“:wav~ attcibuted to lower
salary brackets in relatlvely decreaslng amounts, Their dis-

tribution is shown in Tasle ¢ by family income.

(b)_ Salary and edvcatlonal .oans distrlbution
Tte dlstrlbutlon of salary and euucatlonal loans was
obtained from a total eﬁuueratlon of the number of salary
and educational loans granted between July 1967 and June 1968,
distributed by wage brackets. Since almost all salary and
educational loans are equal to one month salary, the amount
loaned in each salary bracket-was easily calculated.‘ This
d':t'stributionb is .shown in Appendix I1I. |
| The distribution of salary and educatlonal loanf was
, then put into the salary family income iistribution,Aatrix
to get the family income distridbution of loans, This dig-
tribution of‘léans is shownlin tablev6.
3. ANBLYSIS OF Loas

(a) 'Loans 95 percent of the houszng loans, 62,43

percent of the educatlonal loans an? 29.14 percent of the salaty
loans go. to the upper income brackets This is due to two
factors. There is- no progre381v1ty built. into the loan
ptocedgre, On the nont:axy;_he 1owev income group has very v///
limited paying capac1ty and has access to far smaller amounts

F
loanable funds than tbe middle and upper income groups. In
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addition, employe:s have access to housing loans whlch further
distox‘h-a thodiw d ,.utribat ..cn,c

COmparlng the dlstrlbut on'of service loans with bene~
fits (see table s and taole 5) it ecan be seen that cervice

. loans ‘are highly regress*ve whlle b@nef*tg ave felatively

progresslve,
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, , Part IV v _
ANALYSIS AF EFFECT OF S.5.S. ON INCOME RED STRIB'UTION IN 1967

‘There are two accepted methods for evaluating the effects

. of 8,8.8 on income redistribution at a given point in time,
Both will be used since they shed 1ight on different aspect
of the problem. |

The first methoq analyzes the benefit contribution ratios

-

for each. income bracket. Thg method best reveals the nature

of income redistribution among the cogplzing membgrs of the

These ratios enable one to compare the burden of the tax.
to.the transfer value of benefits and loans for each income
class, If low income brackets have higher ratios than high
income bracket, then there is an implicit transfer of income
from high to low 1ncomes, These benefit contribution ratios are
analyzed in two parts: for regular benefits and for interest
savings on service loans., The followxng symbols are used to
represent the assumptions made in the estimation of the income-
redistribution of- benefits and loans.‘ |

; A, = COntributions: Full backwnrd shifting

B = Contributions: 1/2 backward, L/z forward

0
]

S COntributions- 1/3 backward, '1/3 employer, 1/3 forward
‘ Ab = Benefits allocated to “before contingency" salary -

and: income POSltlon - ' : v ._ .
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By = Benefits allocated to "aﬁter centingency" salaxy

and 1ncome p031tions

Table 9 gives these ratios. There are six COmbinations3of,

assumptions, .
28, 2p B 2,58, 50 - Almost all of these

reveal that the‘social security system, excludiug loans, is
progressive. This is true as the ratios in general steadily
decline as we move up the income scale, Under assumption
Bb, however, the degree of progreSSivity is far greatar

than under assumption Ab - That is, for low income Brackets.

By A - B Ay By Ag
A S —
A, T A By B, C,— A |

For uppér income bracketslithe reverse is true. Assumptioh
Bb . yields the most progressive structure, While AB yields‘

— . . . ———

A, ‘ _ o ’ ' Ce

the least progressiveness in fact this assumption still yields a
| mildly regreSSive structure since the ratios are increasing |
4for thé first four bradgkets., Tbia assumption indicates a

mild income«redistributiom from both lower income groups to

middle income families. In my opinion, however, By, is the

most realistic combination of assumptions Ac

| in the long run, Thus, it would seam (exoluding the effects

.of service loans for the moment) that the S.S S. has a

favorable effect on redistribution among its members.

-
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TABLE 9

Ratio of Béhéfits to Contribution

e % '3 Ta, o sy By
Bracket A, B, Co Ag Bg Co
Below - \

500 1,052 .065 .09 42.452  2.632 3,933
500-999 1,678 215,319 4,977 638 .946
1000-3399  .843 331 .474 1,339 .526 .753
1500-1999  ,493  ,374  .492 .512 389 511
2000-2499  ,331  .300  .391 .317 29 .375
2500-2999 251,  .243 305 .246 .238 .299
3000-3999 231 227 .286 .210 207 .260
4000-4999 . 211  .225  .280 c147 157 195
5000-5999  ,186 .23z  .262 .107 134 151
6000-7999  ,176  .207  .177 .105 .123 .105
8000-9999  ,153 = .18l  .152 068 081 . .068
10,000° 137 . 149 113 .112 J21 .02

Above

S
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A. ANALYSIS OF EFFECTS OF SERVICE LOAN

' '__;IN___C,Q_QB__E__M-I?.EDISTRIBUTION IN 1967,

The ratlos for benefits and loans appear in Table 10

S _AND 'BENEE;g ON

Again there are six poss1ble cOmblnatlons of assumptlons

A +
AB + L AB + L Ay + 1L . B, + L By t L
T ac ' Ty —r— 2 3o
_ c ‘ S = c . c

+
By ‘ L
cc

For five of the‘six_sets of assumptiong, these ratios- 1ndicate
a redlstributlon of income from the middle income gruups’té\l
hoth the upper and lower income groups. 101ng from the
‘lowest to the hlghest famlly income brackets, we flnd that
the ratios decline until they reach the vpper mlddle brackets
endptben they_rlse agaln. Assumption A, + L is the
exception° Here, the ratios rise, fall “ET“‘
and then rise again. This would 1nd1cate£ a redlstribution
from the lowest income brackets and the upper middle to the
highest and the lower middle.

.The above general pattern of an incoge redistrlbutionv7
Afrom the mlddlc*x>the lower and upper 1ncome groups can be
explalned by the fact that serv1ce loans greatly favor the
3 hlghest lncome brackets, Thus, they tend to counteract
the beneflts whlch favor the lower income brackets. So ,
we flnd both extremes in family 1ncomes being favored at the
.eXpense of the mlddle 1ncome group. This flndlng is really |

quite surprising, The fact that total benefits areCP27,099 014)



Ratio of Benefit and Loans to Contributions

-E3.

TABLE 10

Family AB *I,

Above

AL A 41 4L B_ +L +L
Income B B B . B

Bracket | A Ba Ca Aé' ?C Co
ﬁelow . ‘ ' :
500 . 1,05  ,065 098 42,452 2,632 3,933
500-999 1.68 - ,215 .319 4,978 .638 <946
1600-1499' .84 331 .474 1.390  ,526 © 753
1500-1999 <496  .376 .495 515,301 .513
2500_2499' «340  ,318 «402 0327 .305 «386
2500-2999 0274 .264 332 - .268 '0259 «326
3000-3999  +241 258 .324 -241.  .238 209
4000-4999 «250  ,267 - .332 186 .199 <247
‘5000;5999 e242 301 2340 163 '.203', 229
6000-7999 304 g3$6 305 +233 «273 «233
8000-9999  +500 595 .ae7 416 495 413
10,000  +589  ,640  .4gs 564 . 612 464

o
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;and interest savings on loans are approx1mate1y the same
amount (923,662, 708) glves these two featurss almost equal
weith in affectxng income re-dlstrlbutlon._ Re~dlstribu—
 tion overall, as indlcated by these ratios, is greater to-.
i'ward'the lower 1ncome.brackets.' |
| . A conclusion which is not surprising, is that the ~

ratios for most income brackets, (all except the lowest)

under all the above assumptions, are well below one, That

is. most income gruups contribute more than they receive.
.~ Thus, while S.S,8. benefits may be allocated in a progressiae
mahner, most income groups experlence real income losses and
there is a real lncome redlstribuilon from the membership e
to the S¢8¢S, Or to the non-S,S5,.,S., members in the Philippine!. }\
This situation is due to the method of financing S.S.S.~ -
which is based on a large bulld-up of a permanent reserve
fund out of which to finance oontrlbutlons,. Fox,sxample. only
' 1/3 of the revenues were transferced to the public in the
'form of benefits or 1nterest savings in 1967.
The fact that I did not include disability benefits
(P1,230, 987) in 1967 and non-servace loans (approximately
P10, 000, 000 in 1967) had a small effect on the low 1evel of
these ratios.
m - INTERBRAQIQ_:_T TRwsrans OF S.8 .S o IN 1967
I have also calculated Lhe net lnterbracket txanafars of-

,totai benefits, that is {B s L) -c,or benafita plus . intaxeat
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- Table 11: e vTERBRACKET TRANSFERS FAMT

oy : : : — B

Family Income : Totsl Income + Net Transfers ! Net Transfers (A, +L) - | . Sy SR
Bracket ! ( In Thousands ) ; Abw + 1) - A A.bw +L)~B: B. | ST , .
| : \ 5 - C ¢, % :
e __%_ %.0f Family ¥ % of Family Y. i
Below 500 188575 T+ 4074 ~1169884 = 755940
, . 32 . ) + .0022 - .6205 . - .4010 :
500~ 99¢ 683724 4. 237929 . -2149278 -1257368
. 5.26 . + ,0349 - 3144 .= .1840 o
1000~ 1499 1058016 ~ 274355 - =2994195 ~1644557
3.12 ~ .0256 -~ .2827 - .1551 , "
1500~ 19¢9 1194732 - 2671020 4355200 -2685665 * R
o 9.18 : .2236 . .3651 - .2253 -
2000~ 2499 1140968 : ~ 5407387 © =5988379 ~4148632
, ©R,76 - 4743 - .5252 - .3638 S
2500~ 2999 o 1051479 - 6203194 ~6500686 ~4700651 . B RN
o = 8,07 - .5897 - .6183 - L4471 - o
3000~ 3999 1573230 o =10423784 ~10625287 ~7696783 : . SN
| s 12,08 : : -~ .6624 - ,6758 . - 4895 ,
4000~ 499y 1040815 - - 8770516 - 8037098 ~5898598
: 7.99 - 8427 ~ ,7726 . - 5670
5000- 5999 786786 - = 9926390 ~ 7361326 ~6164800
: 6.04 . - 1.2617 "~ ,9358 : - .7838 _ .
6000~ 7999 £77974 T ~10004159 = 7905041 ~9988345 R
o - €.74 . - 1.1399° - .9019 . .1.1388 : R
8000~ 9699 = - 709815 =~ 6718867 . ~4581751 -6805480 . o S
: 5.46 X =  +9467 = 64565 - .9588 - S
10,000~ ABOVE . 2721224 - - 138469985 . =1117464 . ~21094701
. o NO.@W ) - OMOWH - had ON-.HOQ . - QNNMH
GRAND TOTALS 13027337 - =74004654 "=72843236 ~72841521 ,/,,/ ORI
o 1007 1007 100% 100% S T
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savings on loans minus contrlbutlon for each #ncome bracket.e
This gives a clearer p1c+ure of the absolute effect: of
'SeS.S. on income dlstrlbutlonov By calcula+ing net transfers —
as a percentage of total income in each family income brac- j
i
ket, we can flnd out the effect of the social securlty system E
on income redistributlon for the whole pOpulation; Benefit
contribution ratios show only the incomefredistripution - 1
i
effect,within the covered poPulation, These two measures wiil 1
not necessarily reveal the samebconclusn.on° ‘The beneflt
contributlon ratios could show prOgressxve redlstribution while
the effect on -the whols population mlght actually be
regre831ve;
Table 11 shows the net 1nter-brackét transfer of income
‘under six sets of assumptlons(A + L) - A , (AB + L) -
ag +1.)-c'; (B * L) - Ay (B, +L) By (B + L) -C, .
~ The 1nter—bracket transfer for all but the lowest income
.////;;ackets_are negat:weo Again, this is not surpriaing in .the
light of our previous'discussions° If one examines the re-
lative effects;’it can be seen that the effect on income-
redistribution on the whPle economy is similar to the rela--
tive effects in our previous examlnatlon, ‘Here, - as one mcves
| from the lowest to the hlghest 1ncome bracket, the net trans-
fer as a proportlon of total 1ncome declines (negatlve per~

centage 1ncrease) up to ‘the P6000-P7999 bracket where the

proportion qulte suddenly decllnes (negatlve percéentages decrease)
e
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for the two highest brackets.v Thus, as was indicated by the
benefit contribution ratios the relative income-redistri—
bution appears to be from- the middle 1ncome group to both
the lower and upper income groups.

. ' Under assumption (BB + L) -A ’ which is most progres—l
sive, there is a positive transfer to the lowest income
bracket,(?SOO‘and below)‘of 1,706%,of family income. To
‘the next bracket (£500-999), the transfer is .2041 %; to
the third lowest (?1000-1499 it is .0568%. If we look
“at the most conservative agsumptions ( A + L) —c » and .

(AB +11)-Bc_ we see that no income bracket has a positive
transfer , Thus, even though there is a relative income~
redistribution, in actuality the income- redistribution
iS'regressive for most brackets. It is 1mportant to note
fugaper the total - transfer to the lower income brackets.
Below P2, 499, family. income is always negative, even under

the most progress;ve assumption discussed above, (BB + L)nA



C. c‘oﬂcws:ons |
l, Under the most realistlc ~assumption, there is a

relatlve redlstrxbutlon from the middle income bracket to
the ‘upper income and lower intome brackets. -’i‘hié is
verified for both the member popuiation and whole popu-
llation of the Phillnplnes. Few would argue that a redistrl-
butlon from the middle income groups to the upper is undaesirtable.
Steps should be taken to remedy this 31tuat10n,_the main
'cause'of which is inequirable distribution of serviEe loans,
Some measures have recently been taken by S. S.5. in this
dlrectxon. The maximum limit on hous;ng loans has been
reduced from ?G0.00Q‘tO 715,00Q. However, this in itself

- will not automatlcally improve lncome-redistrlbution. The

' 8.S. S. has plans and is already committed to participating
3'both directly -and lndlrectly in the constructlon of low
income houses. While th;slls a step in the right direction,
- as far as income. redistribution is concerned, irs effecte
l:will be felt qulte slowly. Other steps could be taken to
~ insure more equltable dlstrlbutlon of loans. Service loans
should be reduced abselutely and(increasedubenefite Should be
granted to more low income members, This could be accomp-

k?lldhed throvgh an extelsive permanent effort to register and

-

}maintain complmance of wage and salary workers in agricultur
- and small scalecastablishﬁlnts. In my Oplnion. this step of

extended effsctive covetage is the major step that can be takan.
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S.8.8, to effect favorably the redistribution‘of income to
lower~incem.ekworkerso Another step which coﬁld be taken
would be to remove the maximum limit on contributions from
wage and salarieeﬂabove ?500-a month. This would do much to
end the relative redlstrlbutlon of income from the mlddle
to the upper income groups.

The aboée would only have a minor effect on the magnitude
of transfer payments, however, Without for the moment consi-
dering increasing contributions, the one maﬁor step that can °
be taken would be to change the financial basis of the system
from a reserve financial system to a "pay-as-you-go" system,
This would approximately triple total transfers. If they were
'.féistributed as they are ndw, the SeS.5, could at least posi-
t1ve1y transfer a substantial amount of income to the lower
income groups,

On the whole, however, it seems that the Social Security
System has been limited and will be limited in the fature in
having a mejor effect on‘income—redistribution primarily by
those factors discussed at the beginning of the paper, That
is that most of the very poor and very wealthy are out of readh
of s S.5.

This can be seen from the following hypothatical example.
Assume the financing of s.S.S. was switched to a "pay-as-you-
go system" total in-coming revenues would then be transferred

to members. Total revenue in 1967 was approximately £150,000,000.



Benefit transfers under the present financing system amount

to approximateiy P27 million, Transfers then ‘could be in-
creased appfoximately 5 times, Further, let us assume
that the present‘distributionvof benefit and contributions
remains, and that the total transfers are allocated according
to this distrib@tion. ‘Then, calculate the maximum net
transfer to the lower income breckets under the most fevo~
rable assumptions (B;- Ag) |

Total benefits to those income brackets everage apptqp-
imately. ¥7.429 million. Five times this amount is £37,395,000.
Totel contributions in these brackets are}approximately
18,064,000, Which leaves a net transfér to the low income
brackets‘of $19,331,000., Total family income to the low
inceme brackets is ?7,479,000,006,

Since the system no longer accumulates reserves, there
are no longer any funds (new) available for serv;ce loans,
Therefore, service loans are excluded’from the above hypo;
thetical illustration. Thus, the system could transfer
amounts equal 80 only oneequarter of one percent of faﬁ;ly
1ncqme to the four 1owest income brackets. If payroll taxes
were doubled, with the present structure‘and "pay-as-you-go"
financing, the net-transfer could be doubled. But even with a .
12 percent payroll tex and "pay-as-you- go" flnanclng; transfers -
: could be made to the low income brackets of at most only

one-half percent. of family income in these brackets.
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Thus although 1mprovement can be made in the S.S. S.
instltutlonal structure which could 51gn1f1cantly affect the
‘progreselvity of the structure towards its members, little
cen'be done'throggh SOS.S> to hasically improve the income
distribution 1n the Phlllppines at the present t:.me° How-
ever, itshould‘be remembered that the s.§, S. is still young
‘and that the Phlllpplne economy is still 1mmature. As the
veconomy develops, and more and morenof its population shifts
from agriculture to'industry and from non-wage and'salary'
employment the overall potentlal lmpact of the S S.S, will
increase substantially, It is thus of prime: 1mportance that
‘elements of g, S.S. which have regress1ve effects on ‘the’
income redlstrlbutlon of its members be changed as qulckly
as possible so that s, S. S. may play an ever increasing role
‘in the progressive redistribution of income in the .Philippines,
a country where thls dlstrlbutlon is one of the most in-

equltable in the world
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PART V

THE DI§TRIBUTION OVER TIME OF S.8.S. RETIREMENT FUNDS

THE DENEFTT/ COST APPROACH

_‘It is pdssible under certain simplifying assumptions to
‘compute the present discounted value of retirement benefits
as’ compared to the accrued vaiue of total contributions paid
up until retirement, These calculations will be carried out
fer different wage classes and wége histories, By making
these calculation, one can estimate the comparative treatment
of different lnleldualS (i.e. in different wage classes and
w1th different wage histories as well as prov1d1ng information
on comparative treatment.[:This analysis enables Judging the
g overall equity of the ret1rement system by determining whether
individuals "get their moneyis worth“ as compared to 2£iyete
alternaﬁives.

THE BASIC FORMULAS

(1) . 39_ B T S T 3y
B = ‘4:;_ 'n n %> >}U—{:n | :A~‘ !

n=0 - ( 1+ i ) €

=.§resent_expected value of benefit stream, or the
‘value of an annuity that pays a SpeleiC retirement premium |
until death | |
= yea;ly‘benefit
n"='years aftei’retirement at age 60

( O‘atjage 60; 1 at age 61, etc;)
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€@ = n
i = annual réte of-interest |
b = the probablllty that a male aged 60 w1ll live

to reach age n.

o
(2) 7= :- - , w

| k4‘=a tk(l+i} |

T = accumulated taxes at retirement

X = age of worker

W= 60 - k tk = tax for age k

]

(B’I'V‘ 43/@. - If V is greater than or equal to l, the value
of a workers retlrement benefits equails or exceeds the value
of his taxes, at the assumed rate of 1nterest.

"B, GENERAL ASSUMPTIONS

(1) PFor the market rate of interest, I used a range‘of
rates 6%, 10% and'lﬁ%,

(é) ‘All workers work contiouously ﬂfom date of ontry
to reti:ement. |

| (3) ALl workers enter the system at the same timem;
and retz.re at the same age. ‘ : _ J &

'(4) Total employer tax is shifted back on to the woxker.

.(5) Full contribution is used while in fact the share
in total contrlbutlon of Elenegs benefits should be excluded.
Only 6% of total contrlbutlon is used to finance aickness

'henefits,.however, so in order to simplify thls ana1y81s,

total contributions were used,




C. _THREE DASIC WORKER HISTORIES WERE USED
N ° .

(1) Entry 1958, retirement 1968 after 16 years of
service. This ?s the minimum time necessary to meet full
retirement benefits, | |

(2) Entry l958,vre£irement after 20 years of serviee ‘
in 1978, |

(3) Entry 1958, retirement after 30 yearsbef service
in 1988, |

‘). THREE COMBINATIONS OF WAGE AND INSTITUTIONAL ASS
~LHREE COMBINATZION. UMPTION. S
(a) Static wage andg institutional assum Qtions

It was assumed (l) that members entry is one of the 9
. wage categories and that they stay there until retirement
with no increase in wages, (2) Beneflts remain at 1968
levels for full retlrement and (3) all aspects of structure |
remain the same as:they are today.

(b) Dynamic Wage Assumption

It was assumed that wages increase with'average increase
in money wages and with thebincreasing age of the worker,
Here, I‘made uae of two samples taken by S;S,S., one in 1961

~and the other in 1966, Those samples covered 10% of §,S.S.
vkmembership in the respectlve years, (See appendix XX for
actual data), magse samplcs gave the wuge distxiﬁut!on by
ages of S.S‘S. membershlp and the average wage for each

age group.
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i'then estimated the average growth in average wages fgr
the five years in between these two years./ I then used
these rates to estimate future average wage rates for
each age group from 1958 to 1983, Then I calculated for each
year of service the 1/3, 2/3, 1 1/3 and 1 2/3 average wages.
For every year, I then had estimates of five .wage profiles
for each age bfackets (5 year age brackets), (See appendix
IV for this data), Thus, an 1ndiv1duals contribution to S.Sa.S.
in any given year was ea31ly found in the follow1ng manners,
First I assumed each workefs relative position in his age

. group‘rﬁmained constant, A member retiring in 1968 after

B i

0 gears of serv1ce at 60 years of age would be in the same
f eelative p031tion as in 1958‘} U51ng the table of wage dis-
tributions by age groups for each year, one can find the
wage of any of the profiles. Once the wage is found by
using this table, xhe contribution schedule trable 1) is
used to find the workers contribution in each period. Using
. this method. I was able to take into account the general
‘increase in money wages and increases due to age. [fo base
- estimates of growth rates .to be used for up to 30 years on
only two years experience is quite speculative. I realize
the shortccmings of such estimates as these projections. 7

However, they are based on the best data that is avail&ble.

In order to .8ave time and space, tha wage~ages-by year6  matyix ®
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'appears in appendix IV for only the first 10 years, and
only for ages.40Q-64,

(e) Dynamic Wage Assunmption , Qynamic Benefit Assumption

Benefits have been assumed here to increase by 25 it e
percent every 10 years for 30 years, starting from 1968 un- :
til 1998 when they level ofL° This assumption is probably %
reasonable, Dene! its in the first 10 years of S S5, , —j

'exiStence have increased by well over 40 percent (although

it should be mentioned that they were extremely low to start

with). If the real value of beneflts are to remain . constant,

g, U
benefits will have to be increased by at 1east 25 percent ii:”%
every 10 years, assuming the continuance of present rates of‘ a#;Qp
inflation (around 5 percent a year). When benefits are in- %
creased, they are @ncreased for all past retiteee as Well as
present and future retirees. Thus, for a 1968 retiree; his
benefite are assumed to increased in 1978 and 1988 etc, These
inc;eaSes ere then incorporated into'his benefit atréem. '

Mortality data used in discountinc retirement benefits

was taken from a 1960 study of the actuarial department of

.GSIS. This is the most complete study of mortallty for in-

dividuals above.age 60 available in the Philippines., This
étudy involved 10 years of observation (Jan. 1, 1951 to

Dec, 31,1960.) 6,024 lives and 1,252 deaths and a total of

.

351,267,life years of exposure,
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The estimate of V (ratio of workers retrrement benefits to
his sss taxes)were divided into the above three acts of _ assump-
tions in order to 1solate the effects of different varlables.
The value of V appear in Table 12 13, and 14 at 3.different
interest rates for each retlrement history. |

From prev10us dlscuss1on, it was’shown that fo;; aspects
of>the retirement beneflt formula can affect the size andg
progressiv1ty and thus the overall equlty of the pen31on,

(a) the beneflt rate structure is progres31ve deureasmng
451gn1f1cant1y above an average monthly salary of #500, (b).

the benefit increases with each month of coverage over 10
years, (c) There xszamznimum monthly benefit of ?30, and

(d) retlrement beneflts are based only on the last five yearsj}
of earning history. |

Two facts quickly meet the eye when looklng over these
tables- flrst, the value of Vv are very sentitive to both the
interest rate used and number of years of contrlbut1on. The
higher the interest rate the lower Vv 51nce, at retlrement,‘
hlgher rates of 1nterest make future benefits worth less and
past contrlbutlons worth more. Also it will be  Observed that

under all calculatlons the system isg generally pProgressive,

usually giv;ng higher value of ¥ to the relatively lcwer \/

1ncome groups. ;M ¢ ¥

-

.-



I e

WM“L:’,T“/ % . ~68~
w' | TABLE 12 !
Value of v |

7”$pﬁ ' o Static Assumptions L8

(i.e. No, increases in wages, or-benefits
from entry date and retirement date respectively )

\ii Age 50 = 1958 = Retire at Age 60 - 1968, 10 years continuous service

Interest ™ Average monthly salary S -7 500 &
Below 10 -10-49 50=99 100-149_150~19S.200-245- 250~349 300-499 above

6% (51,68 17.16 6.85 5.15 5.15 ° 5,15 5.15 3.93 3,50
10% 127.21 . 9.07 3,51 2,72 2,72 2,72 2.72 2,07 1,85
15%

13.92 ‘ 4.64 1075 1.‘39 :1.39 1039 1.39 1.0‘6 : 094

Age 40 - 1958 = Retire at Age 60 - 1978, 20 years continuous service

6% - 18.28 6.08 2,43 2,23 2.93 2,23 2.23 1.80 1.67

10% 7.44 2,45 97 .89 .89 .89 89 »73 «67
15% 2,54 . 84 »33 .31 .31 «31. .31 «25 .23

, Age.30 - 1958 « Retire at Age 60 - 1968; 30 years conéinuous service

6% 10.75 3.57 1.56 1.56 1.56 | 1.56 1.56 - 1.30 1,21

10% 3,51 1,17 «51 »51 .51 - .51 .51 43 <40
15% «35 -+18 «C8 .08 .08 .08 .08 .07 .06
*

V = Ratio of workers retirement benefits to his SS§ taxes, -
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TABLE 13
~Value of v

Dynamic Economic Assumption

(i.e, wages'increasing-With age and with general increase in

wages relative position remain constant,

Static Institutional

Assumption, i.e, contribution sabddule and benefit formula

remain as they wegme 19 1968.)

Age 50 ~1958 ~ Retire at Age 60-1968,

10 years continuous

v . , service
AMS at - 1/3 Avr, 2/3 Avr. Avr. Wage 1-1/3 avr. 1-2/3 avx,
Retirement : : : '
6% 82 6.02 6.04 4.80 4,31
10% Se51 3.22 3.25 2,55 2,30
| 15% 1,75 1,69 1,71 1.34 1.21

Age 40'-1958 - Retire at Age 60 -1978,

20 years continuous
-.Sexrvice

AMS at
Retirement 1/3 Avr,

2/3 Avy. Avr. Wage -

1-1/3 Avr, 1-2/3 Avr.

6% 3.50 3.83 2.74 2,21 1.95
-10% 1.51 1.57 1.39 1.05 «826
15% 058 o61 047 038 .32
Age 30- -1958 - Retire at Age 60-1988, 30 years continuous
: : __service
AMS at ,
Retirement 1/3 Avr.  2/3 Avr, Avr. Wage 1-1/3 Avr, 1-2/3 avr.
6% 1.92 1.76 1.28 1.06 .93
10% 72 .69 .46 .37 «31.
15% «20 -19 013 «10 .08

AMS = Average monthly salary
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There are some minor exceptions, 1In the second set of cal-
celetions for 10 years of contributions, the average wagev
worker fares better than the two thirds avtrage wage worker,
For 20 years of cnntributlons, the 2/3 average wage worker
fares better than the 1/3 average wage worke *.  This can

be explained by the joint working of (8) abov:r and the dynae
mics of the wage structure.kThose workers'in~hi¢h wage'categories
that fareay better thar those in the 1ower.did.£o because

they ended up in relatlvely higher wage categorices as com~

' pared to- thelr wage categories at entry, Thzs fact, to-

‘gether with provision (d) above, inoreased their benefits
relative to contributions, In both the above cases, the
retlrement benefit was above the minimum benefit, Otherwise

this effect would not have occured. This is a good illus-
tration of how wage patterns can nullify the progressivity

‘jof the rate. structure benefit formula, In this case, how-

ever, these effects are relatively minor and the overall
~brogressivity of the structure is not impaired,

In Table ;2‘ (theeleaSt realistic of the}3 sets of
assumptions), the degree of progress1vity seems to be tremen-
dous, The high degree of progress1v1ty comes from the mini-
munm beneflts without which the three lowest waggzégtegories J%LWQLG
would have ident1cal values of V with Ccategories IV to VII.{ ag
In reality tl'ough, very few retirees have A,‘M,S. (avarage

monthly salaries) falling into thase categories,
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(see age and wage distribution of S.S.S. 1966 for 54 to 60
year old category. 'Appendix Iv.

To be affected by the minimum benefit, one has to have

!

an A.M.S, at retirement of less than $99, From Table 3 it | é
can be seen that for those retlrlng tocay only 1/3 ¢f the average
'wage profile is affected by the minimum benefit feature, For }

thgse retlrlng in 1978, none of the profiles examined here

are affected. Thus, jt would seem that in order to maintain
existing progressxvmty of the retlrement s&stem the minimum
benefit must be raised substantially in the near future, -
E, RALL UITY |

As can be seen from three Tables, 12,13 and. 14, v is- \>
greater tth one for-all those'individuals retiring in-l968.;
The'only exception would be for an individual in the maximum
salary bracket on the date of his entry in 1958, assumlng
the- highest dlscount rate of 15 percent. The picture is not
as clear'out for those retiring in 1978 with 20 years of j{
service. At both 10 éercent and 15 percent rates, if we 'j
assume no ihcfease in benefits and the dynamie wage assump; E
tions (Table 13), individuals falling into 6 out 15 cells of Z
’our table do not get their‘money's woxth. If benefits are |

increased, as assumed in the third set of‘calculations

v o

(Table v, at all except a 15 percent
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discount rate,retirees eaSily get their money's worth, IndivifT
duals with 16 years of contributions consistently do better
than 1ndividua1 with 20 and 30 years of contributions dOSPite
the feature of this system which provides*for a 3/4 percent
increaserperiyear in owerall oenefits for every year of
contributions.over 10 years, This shows that this feature
does not make up for the great added cost of contributions for
a longer period of time, It should be noted that almost
all s.s.s. systemShave given a w1ndfall gain to those indi-
vidualswho are in the f:.rst ‘group or’ groups to meet full
retirement provisions,
F. Conclusions

 Retirement insurance is progressive under realistic
assumptions (dynami ic wage assumption and inereasing benefits).
 Values of Vv for the 1/3 average ‘wage worker are consistently
1 1/2 to 2 times the value of V for the 1 2/3 average wage
vworker.. This progressivity is built into the benefit structure
(see Table 1) and is not substantially modified by the
dynamic interaction of this structure with wage movements.
(see Tables II & III).

Redistribution of income to the lower wage brackets is

‘in part affected by the provision of ”GO minimum monthly |
benefit (see Table 2 ), the minimum benefit appears. to be
out of line with dctual wage histories both now and increa-

singly in the future,. Therefore, if present progressivity is
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to be maintained, it is recommended to increase the minimum
benefrts.'

thsurpr151ngly, almost all _present s,.s.8. retlrees

have "recelved their moaev‘s worth £: -om 8,S.5. It is not

- as certain that this will be true fox those retlrlng in the next

20 yeers. If beneflts are 1ncreaoed and if rates of dis-
count are no hlgher than around 10 percent, almost all

- workers will at least get their money’é worth. It is-my
belief that this is the maximum time preference rate of
discount that applles to members of the s,S.S. Thus, it
‘seems likely that.in the next ten years, most S.5.5., .
yambera will be treated equltably by the S.S.S.

Table 13, shows that for those retiring in 1988, even
at‘G%ﬁdiecounts only some'individuals "get their money'g
worth*,. _ If benefits are not increased in the next 20
Years, it is llkely that many members will not be treated
eqﬁiﬁably by the $SS. Thus, it would seem that the SSS
benefit structure wili need to be revised periodicaliy in

the forthcoming years.

1

)
$
:
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TABLE 14 -

Value of v
‘Dynamic Wage and Benefit Assumptions
Increasing Bgnefits
25% Every 10 ¥Yrs.

y

¢ : v
Age 50 1958, Retire 1968, 10 Years continuous service

1/3 2/3 over 11/3 12/3
&% 7.50 7.69 7,72 5,94 5,49
10% 3.68 3,76 3,79 2.99 2,68
15% '1.84 1.84 1.07 1.46 1.31

Age 40 1958, Retire 1978, 20 years continuous Service

&  5.38 5.89  4.32 3.50 . 3,04

10% - 2,161 2,25 1.76 1.52 1.21
15% .79 .83 .66 .52 440




~ APPENDIX I

AN ESTIMATE OF THE TOTAL CONTRIBUTION TO S,S.S.

(1966)
L/
FROM SAMPI_..E OF 2318 S,S.S. WORKERS
Wage Employer 8 = Amount of Employee's Amount of Total Total
Category Contribution Employer s Contri- Employee's Contri- Amount of
Contributiomr="  bution Contribu- bution Contribution
‘ tion
I 2 0550 P 4.00 . ® 0.10 0.80 P 0.60 P 4,80 'X o
: : .82 . 01 0.02
, ‘ - 147,00 29.40. 176.40 oy 4.«
j £ 8 1.50 x a¢ .84 0.30 W24 1.80 0.59
. 582,00 291.00 873.00
III 300 3.31 1.50 2,38 4,50 2,93
. 1,760,00 1,240,00 3,000,00
v 4,40 10.02 3.10 21,34 7.50 21,39
3,763.50 2,610.10 6,373.50
A% 6.20 - 21.42 4.30 21,34 10.50 21,39
2,614,90° 1,853,60 4,468,50
VI 7.90 14,87" 5.60 15,16 13.50 15,00
. 3,696,00 | " 2,640.00 6,336,00
VII 10.50 21,04 - 7.50 7 21,58 18.00 21,26
- j 7,235.00 T,590.00 3,825.00
VIII 14,90 12,72 10,60 13,290 25,50 12.84
2,765,00 1,975.00 4,740,00
X 17.50 15.74 . 12.50 16.15 30.00 15,90
2917,567 30 ~P12.279.90 GO $29,797.20 '
TOT A L 58,96 41,04 TOTAL
TOTAL NUMBER OF EMPLOYEES REGISTERED AT S.8.S, - 1,5195572 _'%
TOTAL NUMBER OF SAMPLES - & 2,318 =avfle v g
29,797,20 x 6 = 178,783,220
1,510,572 s 2,318 = 655,55 o :
655.55 x 178,783.20 . P 117,281,648 w ESTIMATE TOTAL
. SAMPLE
: CONTRIBUTION FROM
P 114 831 000 = AC’J.’UAL CONTRIBUTION 1966
1/
: EqUals No, of Employed sampled in each wage category x employed contribution

Same as (1) except for Employers contrlbution.



AR A ; | APPENDIX Ira ™
| . DISTRIBUTION OF MEMBERS BY AGE GROUPS
" AND WAGE CLASSEE ‘.
. As of 1 January 1962
Wage HE
Class - : Monthly Wages' . . . Z.E&mﬂ of members of each smmm m
¢ Credit , B Pmm Onoawn Ll o
o i (Pesos)  15-19 20424 " “25-29  30-34  35-39 4O-44 45-49
: . 10 i a1 37 4% 4o 127
I1. 30 ©1,534,°11,061 10,727 8,191 4,737 3,022 2,637
III. 75 1,794 25,774 28,994 20,136 = 11,757 8,140 7,064
v, 125 . 2,046 38,380 56,161 41,899 24,009 16,39% 14,174 .
v. 175 314 9,420 21,386 20,881 14,367 10,618 8,584
Ve 225 1338 3,286 19,063 11,185 8,165 6,256 5,676
VII, 300 - 61 1,775 6,635 8,750 7,9% 6,053 5,567 ) /
VIII. 425 0 495 2,236 4,131 4,397 3,023 3,47 R
, IX. 500 0 261 1,099 3,198 4,231 3,737 3,7
TOTAL 5,995 91,324 137,064 119,009 80,055 57,644 51,6 = - . .
T Ter Gent T1.00 15,22 22.84 19.84  13.% 9.61 B - .. :

: b<mn.~mm Kouﬁrww | . - -
.;hmmmmnmmmmmnnhmwmom ) 90,32 113,14 137,13 160,97
pfi : , .

28.x.68




APPENDIX IIb

DISTRIBUTION ON MEMBERS BY AGE GROUPS AND WAGE CLASSES
(MALE AND FEMALE) | g of December 1966

Khry - Age : ' : e : : : S - e
Bracket Group : 15-19 : 20-24 : 25-29 ; 30-34 : 35-3C Cr 40-44 3 45249
'1'0' ‘ 480 1,560 960 1,560 720 360 360
'So 2,400 15,843 15,002 11,642 7,561 4,921 .'4,921
75 3,721 29,406 28,445 20,283 15,122 8,761 ‘6;841
125 6,241 60,370 60,250 43,687 29,045 16,323 12,362
175 8,161 9,855 115,338 80,773  56,409. 27,844 23,044
225 600 30,005 47,408 38,886 30,245 17,643 . 14,042
300 249 17,043 36‘,726 34,205 - 31,205 16,923 15,242
425 0 4,921 19,563 19,923 17,883 .13,082 8,162
"500 0 2,520 11,642 23,164 14,006 21,603 17,643
poa ——— “ ; e
ToTAL 21,843 258,523 335,334 274,123 212,19 127,460 102,617
v;z 1.46 17,23 22,36  18.27 14.15 8,50 6.84
Average 126.87 164.06  197.20 220.86  238.65 259.92  255.95

Actuaridl Staff

June 14, 1967
:pfi: 28.X.68




APPENDIX IIb

(continuation)

e 7 - 7 T 7
Salary Age : 50-54 ¢ 55-59 : 60-64 ;Total : %
Bracket Group  ; SUF IR ; iWorkers ;

0 o 360 360 6,720 = 0,45

U © 3,721 1,000 80 67,031 4,53

75 | 5,641 3,120 1,440 122,780 . 8.19

125. 9,482 5,281 2,280 245,321 16,35
175 19,563 12,362 4,201 444,550 29,64
225 12,482 8,041 2,760 - 202,112 13.47
300 13,082 . 8,401 3,841 176,908 11.79
425 8,162 7,561 2,280 101,537  6.77
500 14,882 10,632 6,001 132,141 8.8l
TOTAL 87,375 56,888 23,643 1,500,000
% 5.82 3,79 1.58 100.00
Average A . ‘
Salary ©260.83 .| 280,86 291,68 218,36

Actuarial gtaff
June 14, 1967

:pfi:28.X,68

.



- APPENDIX III

Salary

Educational

.. I.oan Amount % Loan Amount %

I 30 et - ' |

Ix ko) 4,860 201 870 .007

IIX 35 174,000 .37 23,400 | .15
v 125 1,363,750 2.89 230,375 1,498
\'4 175 6,586,300 13,95 . 1,638,000 10,66
\'2 2 225 8,958,150 18,97 2,564,325 16,69
VIiI 300 8,944,200 13,94 4,011,000 26,12
VIII = 425 10,196,175 21,59 3,421,250 22,27
IX 500 10,993,000 23,289 3,471,000 22,60

TOTAL 47,220,435 15,360, 220

*'A.M.S;C.Q Average monthly salary cradit

Salary Bracket

Below
2000 -
- 2500 -
3000 -
4000 -
5000 -
- 600Q -
8000 -~
10,000

2000
2999
2999
3999
4999
5999
7999
9999

over.

HouSihg Loan Amount

000
205,500
411,800
481,009
543,628
323,680

7,669,376
3,990,272
6,626,043



