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FOREWORD 
 
 
 

With fifteen different pension schemes, the Philippines has the highest num-

ber of pension schemes in East and Southeast Asia. However, in terms of 

coverage, the country has one of the lowest in the region. High administra-

tive costs and financial and actuarial sustainability are additional challenges 

faced by the pension systems in the country. Furthermore, the rising num-

bers of unemployed and informal workers, who have limited coverage in the 

existing schemes, are current realities that need to be addressed if pension 

systems are to ensure social security.  

Social security is significant for an economically and socially sustainable 

path to development. Traditionally, social security has been seen as mere 

cost and expenditure, much less as an important factor to development. As 

an investment on social capital, social security benefits increase productivity 

and fuel growth, thereby avoiding exclusion and relieving poverty. Further-

more, it enables a sense of cohesion that people are neither left behind nor 

cut loose to live in an insecure future; thus contributing to a more social na-

tional affinity. But social security is more. It is a basic human right listed in 

both the Universal Declaration of Human Rights (Article 22) and the Interna-

tional Covenant on Economic, Social and Cultural Rights (Article 9). It is an 

important component of decent work and is fundamental in achieving social 

justice.  

The promotion of human rights and social justice are at the core of the  

Friedrich-Ebert-Stiftung (FES)’s work in promoting social democratic values. 

FES has extensive work on social security and social protection in different 

countries all over the world. One example is a regional study on social pro-

tection (Social Protection on Southeast and East Asia, 2002). This present 

study is a continuation of that work with a specific focus and deeper probing 

on social security, particularly the pension systems in the Philippines.    

The two major pension systems in the country have been established about 

50-60 years ago; some reforms were introduced in 1997. The pensions sys-

tems have been through both the Asian and the global financial crises. There 

is a need for a comprehensive analysis on the pension system, taking these 

factors into account and considering how the pension systems are working 

at present.  Here, we have a comprehensive and critical study of all public 

pension systems, both common risks (old age, disability, survivors) and 

work-related risks (disability and death), in the Philippines. The study has a 

specific focus on the Government Services Insurance System (GSIS) and the 

Social Security System (SSS) which are the biggest pension institutions in 

the country, and which cover public and private workers, respectively.  It co-
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vers statistical series from 2000-2010. The study uses the six key aspects of 

the pension system based on conventional social security principles, by the 

International Labor Organization (ILO), which are: 1) unity, 2) universal cov-

erage, 3) sufficiency of benefits, 4) social solidarity and gender equity, 5) ad-

ministrative efficiency, moderate costs and social representation; and 6) fi-

nancial sustainability. It presents an exhaustive diagnostics of the present 

progress and challenges. More importantly, it provides specific recommenda-

tions and policy proposals on needed reform measures for stakeholders, pol-

icy and decision makers to consider. 

The head of the team who conducted the study is Professor Carmelo Mesa-

Lago, a leading expert on social security. We are thankful to him for sharing 

his expertise on pension systems and providing an analytical and critical 

view of the pension system in the Philippines. We also thank Verna Dinah 

Viajar and Rolly Czar Joseph Castillo, of the Labor Education and Research 

Network (LEARN), for their persistence and hard work in gathering and ana-

lyzing data together with Professor Mesa-Lago. Finally, this study would 

have not been possible, in the first place, without the cooperation of GSIS 

and SSS leadership and personnel, who are our partners in this study. We 

very much wish that it will be beneficial to the institutions and to the con-

tributors and pensioners in the long run.  

We invite stakeholders, especially policy- and decision-makers, to take a 

close look at the challenges, and seriously weigh the recommendations.  

 
 
 

Berthold Leimbach 
Resident Representative 

Friedrich-Ebert-Stiftung  Philippine Office 
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1 EXECUTIVE SUMMARY 

EXECUTIVE SUMMARY 
 
 
 
 
Organization: The study is organized into three main sections: I) Introduction; II) 

Diagnosis of the Pension System; and, III) Conclusions and Policy Recommenda-
tions.  
 
Scope:  It covers all public pensions, both common risks (old-age, disability, survi-

vors) and work-related risks (disability and death). It focuses on SSS and GSIS, al-
so ECC and other separate schemes. It uses a complete statistical series from 2000 
to 2010. 
 
Methodology: Discussions on Sections II and III are based on six key social security 

aspects (ILO principles), which are: 
 

A) Unity 
B) Coverage of labor force and the elderly 
C) Sufficiency of benefits 
D) Social solidarity and gender equity 
E) Efficiency, moderate administrative costs and social representation 
F) Financial-Actuarial sustainability 

 
In each aspect, the study identifies progress achieved, focuses on challenges to the 
system and provides policy recommendations. 
 
 
A. UNITY 
 

Progress: Portability; creation of NSWD; President’s desire to create scheme 

for uniformed personnel. 
 
Challenges: Highly Segmented System  
 
Pension system is highly-segmented and this affects the five other aspects; 
with 15 separate schemes: 

 SSS; 

 GSIS (includes three “special members”); 

 Armed forces (AFP-RSBS); 

 Police (PNP); 

 Jail and Penology (BJMP); 

 Firemen (BFP); 

 Coast Guard; 

 Veterans; 

 Judiciary; 

 OWWA; and 

 ECC (work-related risks) also fragmented (SSS, GSIS and four agen-
cies involved) 
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Each scheme has its own laws, administration, conditions/benefits, and fi-
nances. 

 
Recommendations:  
 
1. Gradual Integration/Harmonization of System  
 

 Study gradual integration or harmonization of SSS/GSIS (entitlement 
conditions, benefits, contributions). 

 Implement new integrated civilian scheme: it cuts administrative costs 
(economies of scale); it has full portability; it offers bigger investment 
pool with unified management; and it facilitates collection, compliance 
and supervision. 

 On ECC:  A House Bill creates a new independent agency, although it 
has adverse effects:  it worsens segmentation, enlarges bureaucracy, 
duplicates collection contributions, increases administrative costs, 
and offers significant investment under new entity even without expe-
rience. In place of this, provide a work-related program fully managed 
by SSS and GSIS (or integrated scheme of civilian personnel), transfer 
of personnel, buildings/equipment, separated SIF-ECC exclusively for 
work-related contingencies, adequate external supervision, appeal be-
fore special social security courts; 

 Integrate all uniformed personnel: AFP-RSBS, PNP, BJMP, BFP and 
Coast Guard. 

 Incorporate justices/judges into GSIS or eventual unified scheme for 
civilian personnel. 

 Retirees and members close to retirement age can keep entitle-
ments/benefits of separate schemes while new entrants and young 
members should enter the integrated-scheme entitlements /benefits. 

 Ban the creation of new separate schemes. 
 Consolidate the legislative complex mosaic in the schemes. 
 Integration can be politically difficult since there can be opposing 

powerful separate schemes (e.g. education campaign to explain un-
sustainable generous conditions/benefits may be highly regressive 
and can incur huge fiscal costs). 

 If integration is politically unviable, eliminate fiscal transfers, create 
separate schemes to be financed by employees’ and employers’ (state) 
contributions and investment yields; new entrants will be required to 
join integrated scheme.  

 
2. State Role 
 

 Social insurance promotes social welfare, labor productivity, economic 
growth and political stability. If pensions go broke, these positive ef-
fects will vanish and catastrophic effects will occur impacting the 
economy, society and political stability. State must guarantee pen-
sions if financial deficit and reserve depletion occur; hence there must 
be a plan in advance and proper constructive actions to avoid that 
scenario. 

 All separated pension schemes and programs must be integrated or 
coordinated.  

 Strengthen COA scope/powers; or establish a single autonomous, 
technical agency (Pension Insurance Commission) with regulatory, 
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oversight and auditing powers over entire pension system (all 
schemes, contributory/non-contributory, and public/private).  

 Design a plan to extend coverage with a defined time frame, and coor-
dinated with the different pension schemes.  

 Ensure financial sustainability by requiring annual actuarial valua-
tions, and enacting legislation to maintain equilibrium (prioritizing in-
crease in ceilings on taxable salaries over contribution rates). 

 Government must not intrude in management/investment of reserves 
(i.e. appointment of board members; pressure to invest on state pro-
jects or social assistance for the poor or the needy due to natural 
phenomenon or economic crises).  
 
 

B. COVERAGE 
 

Progress: SSS gradually expanded legal coverage (mandatory and voluntary) 

to include informal workers and other groups; signed OFW agreements with 
11 countries to avoid no payment or double contribution; new joint ID (SSS, 
GSIS, ECC, PhilHealth).  
 
Challenges: Very Low Coverage of EAP (almost stagnant) and Elderly 
 

 Coverage of Economically Active Population (EAP) based on contribu-
tors rose from 27% to 28% (and 29% on those with separate 
schemes); pattern shows increasing EAP in SSS and declining in 
GSIS. 

 SSS covers 87.3%, GSIS 12%, and separate schemes 0.7%.  

 Coverage based on SSS members (paid only one contribution) is unre-
liable: three times that based on members that paid one contribution 
in the year; no available GSIS data.  

 Legal coverage expansion showed positive results on voluntary mem-
bers, but since 2000, self-employed have shrunk in absolute and per-
centage. 

 Coverage of elderly (60 years old and above) by contributory old-age 
pensions rose from 8% to 15% (17.8% with separate schemes). 

 71% of EAP and 82% of elderly are not covered.  
 
Reasons:  
 

 Large informal sector (42% of EAP) 

 High poverty incidence (26.5%) 

 Poor enforcement of legal coverage to informal and other groups  

 Declining proportion of members who contribute (33.5% in SSS; no 
available GSIS data)  

 High unemployment (7.5%) and underemployment (19.4%) rates 

 Global crisis didn’t reduce overall coverage but probably increased in-
formality and poverty, therefore aggravating exclusion. 
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Recommendations: 
 
1. Strategy to Extend Effective Coverage 
 

 Take advantage of ILO and ISSA guidelines and technical support to 
achieve universal comprehensive social security coverage. 

 SSS should actively enforce mandatory legal coverage of self-
employed, and incorporate other informal sectors (street vendors, sea-
sonal, tricycle drivers, etc.) by adapting to their peculiarities.  
 

 Some incorporation policies:  

 Targeted group must have sufficient workers and relatively homoge-
nous features. 

 Contributions should be set weekly, quarterly, annually (not only 
monthly), and should be payable jointly with taxes.  

 Contributions/benefits should be customized to include payment ca-
pacity of excluded workers.  

 Oblige enterprises hiring self-employed to collect their contributions; 

 Tie to affiliation the granting of licenses to self-employed (taxi drivers, 
market vendors);  

 Cooperatives/associations of informal sectors, rural workers and 
women should be given support as intermediaries in enrolling mem-
bers and collecting contributions under state regulations and moni-
toring. 

 Successful cooperation between PhilHealth and local governments 
which increased coverage twice than in SSS must be adopted. 

  Cooperation with other Asian countries that are recipients of Filipino 
workers (e.g., Singapore, Malaysia) must be formalized through signed 
agreements. 

 Apply government stimulus to formalization by simplifying tax decla-
ration for SME, allowing tax deductions to self-employed contribu-
tions, and covering work-related risks.  

 Fiscal subsidy must be granted to low-income self-employed, in lieu of 
employer contribution, in order to incentivize affiliation. 

 Congress must approve the Magna Carta for Workers in the Informal 
Sector. 

 
2. Need of Reliable Statistics 
 

 Coverage extension requires reliable data on the excluded and their 
socio-economic conditions, which can be collected from improved so-
cial insurance statistics, labor/household surveys and new tools.  

 Labor survey should include questions on pension coverage in all 
schemes and should disaggregate data by class of worker, income, 
education, gender, location and enterprise size.  

 Household surveys should be able to collect data on all pensioners. 

 Social Protection Survey should provide panel data on socio-economic 
features of the excluded and their contributing capacity to help design 
coverage extension plans. 

 NSCB should get more accurate and recent data on poverty incidence 
among the elderly, and regress data on coverage by region with their 
respective population poverty incidence. 
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 All schemes must adopt clear definition of “contributor” with a stand-
ardized contribution period (e.g., members who pay one contribution 
in the last six months or once during the year);  

 SSS and GSIS must fully clean multiple registrations made by the 
same worker based on his/her ID.  

 
 
C. BENEFITS  
 

Progress: The pension systems have a wide range of benefits, against com-

mon and work-related risks; the average pension level is well above the 
monthly poverty threshold; SSS average pension is 3 times the minimum pen-
sion; a non-contributory pension (PhP 500 monthly) began in 2011 targeted 

on age 77 and up,  extreme poor, covering 6.7% of elderly poor, with goals to 
expand to all poor aged 70+; such pension is 15.6% of SSS average pension 
and 7% of GSIS average pension, adequate relationships.  
 
Challenges: Generous Entitlement Conditions/Benefits but Declining Real  
Pension 
 

 Entitlement conditions, the pension formula and benefits are mostly 
liberal and generous, particularly in separate schemes and GSIS  

 Most pension schemes have additional benefits (e.g., GSIS offers lend-
ing, life insurance, provident fund, funeral aid, Christmas gift, and 
government insurance property).  

 The additional benefits induce higher contributions and are not cen-
tral to the main objective of providing income during old-age, disabil-
ity and survival from work risks. 

 Benefit calculation and multiple options (lump sum, pension, and 
combination) are complex, hard to understand and difficult to use as 
a basis in making adequate choices; taking a lump sum instead of a 
pension risks the pensioner outliving it. 

 Retirement age at 60 (SSS, GSIS) was set in the 1950s, but life expec-
tancy is rising fast; aging will become a problem in the long run. 

 The SSS’ regulation on 10 years of contribution is too short compared 
with six East and Southeast Asian nations and other countries with a 
similar development level.  

 There are very short spans to estimate base salary: SSS’ highest sala-
ry can be estimated in the last five years of service or, by average, in 

the last six months; GSIS, in the last three years; judiciary, in last 
month; armed forces, last salary plus longevity of next higher grade.  

 Short spans encourage salary under-reporting during most working 
life and over-reporting in years close to retirement, in order to in-
crease pension.  

 SSS and GSIS replacement rates are from first to fourth highest in 
East and Southeast Asia (above Japan, Korea, Singapore) and over 
OECD average; 

 Separate schemes have even more liberal entitlement condi-
tions/benefits (e.g. the AFP-RSBS rate is among the highest in the 
world), and do not pay contributions; thus, unsustainable. 

 Old-age monthly pension is relatively low compared to the Metro Ma-
nila monthly minimum wage (PhP 8,100): SSS pension is at an aver-
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age of PhP 3,524, other pensions are lower although GSIS has a high-
er average at PhP 8,965. 

 SSS and GSIS lack a legal mechanism for pension adjustment to cost 
of living; separate scheme pensions are adjusted to the salary of active 
personnel. 

 Real pensions from SSS declined to 24% but increased by 3% in GSIS 
(-4% relative to 2001), and jumped up by 38% in AFP-RSBS.  

 The social pension is half of the SSS average pension for those with less 
than 10 years of contribution and may create disincentive for affiliation. 

 
Recommendations: 
 
1. Objectives, Terminology and Comparisons 
 

 Narrow multiple objectives and focus on pensions to avoid rise in con-
tributions, promote pension improvement, facilitate administration, 
reduce costs and ensure accountability. 

 Standardize pension terminologies in SSS/GSIS to facilitate under-
standing and comparison of entitlement conditions and calculation of 
benefits. 

 Refine the standardized comparative tables on benefits developed in 
this study. 

 
2. Tighten Entitlements Conditions/Benefits 
 

 Study a gradual rise in retirement age, usually at 60 years, according 
to life expectancy (e.g., average SSS retirement age is 61.7). 

 Extend the number of years of contributions closer to the working life: 
for SSS, extend from 10 years and/or standardize to 15 years; and for 
GSIS, consider extending the 15 years. 

 For all schemes, gradually lengthen the span of contributions to cal-
culate base salary and adjust wage according to inflation. 

 Consider a reduction of current replacement rates of the SSS/GSIS 
actuarial valuations to more financially sustainable levels; 

 For GSIS, simplify retirement options, study the elimination of lump 
sum and concentrate on life pensions. 

 For separate schemes, reform extremely liberal entitlement/benefits 
preferably within integrated scheme for uniformed personnel. 

 For AFP-RSBS, deepen the proposed reforms that are insufficient to 

sustain the scheme in the long run. 
 Above measures are politically difficult, and hence demand education 

campaign to explain reasons to members, trade unions, employers 
and the public. 

 
3. Adjust Pensions  
 

 Instead of sporadic/discretionary increments often granted after an 
inflationary spur, introduce a legal automatic mechanism to adjust 
pensions to CPI submitted to prior actuarial valuation. An inflationary 
rebound could sharply reduce real pensions that already have value 
loss. 

 For SSS, evaluate if the average pension is sufficient to access the 
basic basket of goods and services. 
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 Also maintain the current adequate ratio between the non-contributory 
pension, the minimum and average contributory pensions in SSS. 

 
4. Promote Supplemental Pensions  
 

 Contributory pensions provide a basic benefit normally insufficient to 
keep pre-retirement income and should be supplemented by other 
savings or pensions (DB or DB, financed by contributions of workers 
and willing employers). 

 GSIS mandatory life insurance and SSS optional provident fund could 
play this role but an assessment is needed. 

 AFP-RSBS’ generous mandatory provident fund is financially difficult 
to maintain in the long run. 

 PERA law needs improvement and should include adequate caps on 
tax exemptions. 

 Income-tax on contributions for supplementary pensions should be 
deferred until withdrawal of savings.  

 
5. Extend Non-contributory Pension 
 
Current targeted social pension is more fitted to country development level 
and poverty incidence than universal pension (granted regardless of income). 
It would cost less, avoid regressive effects and significantly reduce poverty. 
Elderly population will increase by 500% in 2010-2090 hence this pension is 
crucial. Current cost is 0.01% of GDP. Based on poverty line income at age 
70, it will be 0.05% in 2069; a universal pension would cost four times more.  
 

 Reduce the pension age from 77 to 70 - still 10 years higher than the 
standard retirement age in SSS/GSIS. 

 Extend it first to all extreme poor and then to the relatively poor, with 
a timetable of five years (ILO “Social Protection Floor”).  

 Significantly increase the budget assigned to these pensions to 
achieve the previous goals. 

 Do not increase the budget unless the SSS minimum pension is 
raised to avoid disincentives.  

 Refine targeting techniques to prevent fraud or moral hazard.  
 Gather more accurate and recent data on poverty incidence among 

the elderly.  
 Include social pension in the 2012 survey measuring the impact of 

conditional cash transfer (CCT).  
 
 
D. SOCIAL SOLIDARITY AND GENDER EQUITY 
 

Progress: The public pension system has several elements of social solidarity 

and gender equity not usually found in private systems which include collec-
tive fund instead of individual accounts, maximum pensions, and transfers 
from high to low income and from men to women. It also provides wide legal 
coverage, social pension, equal age of retirement for both sexes which allows 
women to have more contributions, and replacement rates that are reported-
ly similar in both sexes. 
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Challenges: Significant Elements against Social Solidarity and Gender Equity  
 

 Highly segmented system which generates inequalities and erodes so-
cial solidarity; 

 Low coverage of the EAP and the elderly; 

 20% of the poorest families receive 7% of contributory pensions while 
20% of the wealthiest get 42% of contributory pensions; 

 Significant unjustified differences between schemes, especially among 
separate ones; 

 SSS salary ceiling and no maximum pension; 

 Unjustified differences in pension adjustment between SSS/GSIS and 
separate schemes; 

 Judges’ average pension is 18 times bigger than that provided by SSS; 
uniformed personnel 3-6 times, and GSIS 2 times;  

 Separate schemes  do not pay contributions; benefits are financed by 
state; 

 SSS’ self-employed and voluntary members pay three times the per-
centage paid by workers; 

 Majority ‘excluded’ contributes to  minority ‘covered’ via regressive 
sales taxes; 

 Average salary of employees in public sector is 1.7 times higher than 
in private sector, hence, superior benefits are not justified based on a 
lower salary; 

 Women participation in labor force is 50% while men’s is 79%; 29% 
and 71%, respectively, in private enterprises; in domestic help, 84% 
and 16%, respectively; and 56% and 44%, respectively, in unpaid 
family work;  

 Women are paid 58% of  men’s salary in the same type of work; 

 In SSS, women are 40% of members (men 60%);  the opposite in 
GSIS, and similar differences are in women share in pensioners (fe-
male participation is higher in public than private sector: domestic 
helpers, unpaid family members, non-working spouses, not covered 
by social insurance or with voluntary affiliation); 

 In ECC, women’s share in disability pensions is 32% as compared to 
men’s share at 68%; 

 Lack or poor pension statistics disaggregated by gender; 

 Widows who re-marry lose their survivor pension; 

 No compensation for women that exit the labor force to raise children; 

 Only SSS law mandates at least one female as Commission member; 
in GSIS Board, there are only two women despite their being 62% of 
membership. 
 

Recommendations:  
 

 Implementing suggestions in other key aspects would improve social 
solidarity: effective enforcement of legal mandatory coverage of infor-
mal workers and other excluded groups; extension of social pension 
for the elderly poor; fiscal subsidy granted to low-income self-
employed, etc.; 

 Harmonize/standardize separate schemes’ generous entitlement con-
ditions/benefits to reduce unjustified substantial differences; 
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 If members want to keep such privileges, they should pay thorough 
supplementary pensions, but not receive fiscal subsidies (except for 
employers’ contributions); 

 For surveys/institutional statistics, gather data on EAP coverage dis-
aggregated by gender, education, urban-rural location, economic 
branch and enterprise size, and elderly coverage using the first three 
variables. The crisis that may have accentuated inequalities in cover-
age and survey data need to be assessed; 

 Separate causes of gender inequality (i.e., labor market and pension 
system) to design proper correcting policies; 

 Suppress labor-market discrimination by: enforcing a law that allows 
equal wages to women and men for the same type of work; expanding 
hours in child-care facilities to increase female labor participation; 

and promoting female in-work training to help them gain access to 
better jobs; 

 Increasing access of women to “decent work” will help increase cover-
age;  

 Disaggregate pension statistics by gender and publish data on average 
female and male pensions; 

 Allow widows who remarry to keep their survivor pension; 
 Grant a child bonus to female members to compensate for exiting the 

labor force to raise children;  
 Extending social pension to the elderly poor will particularly help 

women; 
 Include more women as representatives of commissions/boards to 

empower them to lobby for policies that will fight gender discrimina-
tion. 

 
 
E. EFFICIENCY, ADMINISTRATIVE COSTS AND REPRESENTATION 
 

Progress: SSS/GSIS efficiency improvements: introduced sophisticated com-

puter/software (particularly SSS), cut time to process pensions, facilitated 
contribution collection and benefit payments, increased information to 
members through diverse electronic means; issued new ID to store infor-
mation on members to facilitate transactions/payments and reduce fraud; 
SSS/GSIS decreasing administrative costs (% expenditures and contribu-
tions); SSS conducts national satisfaction surveys, in 2008, SSS got 77% 
overall satisfaction. 
 
Challenges: Inefficiencies, High Administrative Costs, and Poor Social Represen-
tation 
 

 Long delays/backlogs in crediting contributions; understaffing of local 
offices that either lack computers or are not connected to database; 
remnants of manual processing; 

 In the SSS satisfaction survey of 2008, 61% of respondents did not 
answer or ignored the question (due to lack of knowledge or interest 
in the program?); 

 GSIS pilot survey in 2011 had negative results for which a copy could 
not be obtained;  

 Workers and employers are a tiny minority in most boards/ commis-
sions except for the SSS where they are majority; 
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 SSS/GSIS ratios of employees for 1,000 contributors were almost 
stagnant and excluded contractual employees who declined since 
2010 but lack of data impedes accurate comparison with previous 
years; SSS ratio is 1/4 of GSIS’ due to larger number of contributors 
thus taking advantage of economies of scale; 

 Administrative costs (% of contributions) are 3-12 times bigger than 
those of other Southeast Asian pension schemes;  

 SSS contribution for their employees’ enrolment in GSIS is bigger 
than that in SSS;  

 GSIS/SSS contributions to their employees’ provident funds are 40-
45% of salaries; in SSS, 39% accounts for administrative costs. 

 
Recommendations: 
 

 Have satisfaction surveys done regularly by independent professional 
firms with adequate methodology; diffuse results for public knowledge 
and discussion;  

 SSS Commission should investigate why 61% did not answer the 
2008 survey; 

 Open adequate channels to hear and process members’ claims (e.g., 
expansion of current Ombudsman jurisdiction over social insurance 
which is now limited to hear charges against its officials) or create an 
office for the protection of insured rights.  

 SSS/GSIS should annually provide total number of employees dis-
aggregated by regular and contractual, and the latter gradually elimi-
nated;  

 SSS/GSIS should tackle remaining inefficiencies; GSIS should cut 
personnel;  

 SSS/GSIS should reduce current legal percentages for administrative 
expenses;  

 SSS employees should be covered by SSS scheme, not by GSIS;  
 Sharply cut SSS/GSIS contribution of 40-45% to employees’ provi-

dent fund and increase the employee’s contribution by 5%, or recon-
sider viability of such fund; 

 All pension schemes should conduct a thorough and effective annual 
external auditing; 

 President of the Republic should stop appointing representatives to 
SSS/GSIS boards; 

 GSIS should ensure that employees and employers who paid contri-
butions (particularly employees who are the beneficiaries) have major-
ity representation in the Board;  

 Conduct election of workers’ and employers’ representatives in a dem-
ocratic manner taking into account candidates’ managerial skills; 
elections should be without government/political intrusion; 

 Give informal workers representation in SSS/GSIS boards and more 
women representative in GSIS board; 

 Request that members of commissions/boards have legal fiduciary re-
sponsibility to make decisions exclusively in the interest of members;  

 Demand greater accountability from workers/employers’ representa-
tives and introduce a system to recall a president and/or representa-
tives failing to comply with their duties;  

 Implement strict rules to prevent conflict of interest and ensure finan-
cial disclosure, accountability and transparency. 
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F. FINANCIAL SUSTAINABILITY 
 

Due to the complexity of this section, progress, challenges and recommenda-
tions are summarized in five different issues, which are: (1) contributions, (2) 
compliance, (3) financial balances, reserves and capital returns (ROI), (4) 
portfolio diversification, and (5) actuarial valuations and equilibrium. .  
 
1. Contribution 
 
Progress: Creation of innovative channels and agencies to pay contributions 

by informal workers, domestic helpers and similar groups. Employers pay 
68% of total contributions in SSS and 57% in GSIS; hence, workers do not 
pay more than 50% (ILO minimum norm).  

 
Challenges: 
 

 Current contribution rate (particularly GSIS) is higher than in more 
developed and aged countries. 

 SSS has a salary ceiling for contributions while GSIS does not have. 

 Own-account workers, spouses of working members and similar 
groups are charged a percentage contribution three times higher than 
that being paid by salaried employees. 

 Employees/Employers in all separate schemes do not pay contribu-
tions and their pensions are fully financed by the state. 

 PhP 29,011 million are spent by the state on non-contributory pen-
sions for separate groups (middle- and high-income) but only PhP 830 
million is spent on non-contributory pensions for the elderly poor. 

 
Recommendations: 
 

 Eliminate the salary ceiling in SSS (as in GSIS). 
 SSS actuarial valuation in 2007 advised the rise in contribution from 

10.4% to 11% in 2011 (in process), and 13% in 2021; hiking contribu-
tion too much may create disincentives for affiliation, expand non-
compliance, raise barriers to informal workers. 

 For all separate schemes, employers and employees must pay contri-
butions set by actuarial valuation to make their benefits financially 
and actuarially sustainable. 

 Grant fiscal subsidies to low-income self-employed and other informal 

workers lacking employer; prior actuarial study to cut current rate of 
10.4%; stimulate affiliation; and expand affective coverage. 

 The state should identify new revenue sources to finance non-
contributory pensions, subsidies to incorporate low-income informal 
workers, and future potential financial deficit. 

 Reform tax system to improve collection efficiency, reduce regressive 
effects, and rise state funding to programs to fight poverty. 

 Eliminate regressive subsidies on higher education, housing and oth-
er goods/services that favor middle- and high-income groups, and 
shift saved resources to help the poor; 

 Reassign part/all fiscal transfers to non-contributory pensions for 
separate groups (middle- and high-income) towards non-contributory 
pensions for elderly poor and coverage expansion of informal workers. 
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2. Compliance 
 
Progress: SSS and GSIS have introduced tools to control and monitoring 

payment of contributions; laws set fines/imprisonment for delinquent em-
ployers; there are processes to prosecute debtors. 
 
Challenges: 
 

 In SSS, only 33.5% of members, 35% of employers, and 20% of self-
employed contribute (no data available from GSIS). 

 In GSIS, only 22% of all suspended non-compliant agencies signed 
payment agreements and nine of them defaulted (owed contributions 
plus penalties were seven times the sum in SSS). 

 SSS’ and GSIS’ non-compliance fines were set 14 years ago so their 
real value has fallen with inflation and is now too low; interest charge 
is also set in nominal terms (unadjusted for inflation);  

 Collecting procedures for delinquency are cumbersome and protracted 
for years. 

 Amnesties do not seem to get very good results and condone penalties 
to delinquent employers, without subsequent evaluation; 

 
Recommendations:  
 

 Enforce law and strengthen the monitoring of evasion/payment delays 
in SSS subdivisions/branches, and in MSE; GSIS should provide data 
on members that contribute; 

 Collect SSS/GSIS contributions by a single agency to cut costs (econ-
omies of scale) and better monitor compliance; 

 SSS/GSIS  should cross check data with all state tax-collection 
agencies (e.g., BIR, local) and DOLE; increase inspectors; impose 
stronger sanctions on delinquents; simplify/shorten collection pro-
cess. 

 GSIS should execute more suspensions of delinquent agencies; reduce 
defaults; and reveal delinquent employers and agencies. 

 Effectively protect workers who denounce non-compliance of their 
employers on dismissals/reprisals (as Labor Code mandates). 

 Incorporate unions as active partners to fight non-compliance. 
 Fix fines as percent of outstanding debt (as ECC) and adjust interest 

charge for non-compliance according to inflation; 

 Establish special courts on labor and social security to expedite law 
enforcement, sanction of delinquent employers/officers, and enable 
the collection of money owed (e.g. the case of Singapore). 

 Follow up amnesties by professional assessment to ascertain if this 
practice is worthwhile. 

 Launch educational campaign or public outreach to explain the im-
portance of compliance of members, and how it affects the pension 
scheme and the society (e.g. the case of Japan). 

 
3. Financial Balances, Reserves and Capital Returns (ROI) 
 
Progress: SSS/GSIS had rising financial surplus in 2000-2010 (total revenue 

minus total expenses), increasing as percent of GDP in SSS and decreasing 
in GSIS (GSIS surplus in 2010 was 1.6 times that of SSS but the gap is clos-
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ing). Based on contributions and benefits, SSS had deficit in 2 years, met 
with investment returns, later converted in surplus by raising contribution 
and AMSC. The surplus peaked amidst the crisis but declined in 2009; the 
recovery in 2010 helped raise SSS surplus (but that of GSIS shrank). Abso-
lute reserves increased in SSS/GSIS. 
 
Challenges: 
 

 Reserves as percent of GDP rose in GSIS but fell/stagnated in SSS to 
half of GSIS’ level in 2010 (6.2% and 3.4%, respectively). 

 Investment share of total revenue decreased in SSS but increased in 
GSIS by 26% and 36%, respectively, in 2010, due to better perfor-
mance of GSIS on capital returns (ROI).  

 The 10-year average annual nominal ROI was 8.4% in SSS and 10.2% 
in GSIS; the real ROI (adjusted to inflation) averaged to 3.3% and 
5.1%, respectively. Both ROI averages are lower compared to other 
Asian countries. 

 The SSS’ average nominal ROI in 1975-2007 was lower than the 91-
day T-Bill and Phisix Return averages.  

 The SSS’ actual nominal ROI average was lower than set in actuarial-
valuations to maintain life fund; GSIS’ actual ROI in 2009-2010 was 
lower than set in 2010 valuation;  

 SSS’ and GSIS’ actuarial valuations lack estimates on annual average 
long-term real capital returns since the inception of their schemes. 

 
Recommendations:  
 

 Trends in financial balances, reserves and real ROI indicate that SSS 
and GSIS face future financial difficulties that demand better perfor-
mance and/or parametric reforms.  

 SSS and GSIS should estimate annual real ROI and annual average 
from the inception of the schemes.  

 Consider SSS’ and GSIS’ actuarial valuations through setting ROI in 
real terms based on alternative inflation scenarios.  

 SSS should increase actual nominal ROI by 2.2 points to meet the re-
quired 10.6% set in 2007 valuation to maintain fund life until 2039; it 
should also increase real ROI in key instruments. 

 GSIS should increase actual nominal ROI above its 2009-2010 level to 
meet 9% ROI set in 2010 valuation to maintain fund life until 2051. 

 
4. Portfolio Diversification 
 
Progress: Investment in SSS/GSIS has moved away from loans. Rules on 

loans have been tightened and interest rates increased. GSIS has outsourced 
investment to professional firms. 
 
Challenges: 
 

 There is poor portfolio diversification due to concentration on govern-
ment debt and loans (housing, personal, education, calamity), low 
share in equities, and lack of foreign instruments. 

 Portfolio composition in 2010 covers government debt at 38% for SSS 
and 40% for GSIS; loans at 27% and 32%, respectively; equities at 
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30% and 20%, respectively; and share in government debt and loans 
at 65% and 72%, respectively.  

 Law excludes SSS investment on government or government-
guaranteed debt instruments from maximum imposed on other in-
struments; GSIS sets a maximum of 60% on government securities. 

 GSIS sets a minimum of 40% in loans; SSS sets a combined maximum 
of 45% in housing/personal loans (most loans had very low/negative 
returns until stricter rules recently implemented). 

 Stocks have a maximum of 20% in GSIS; mutual funds have a maxi-
mum of 20% in SSS and foreign mutual funds have a maximum of 
2.5% and 7.5%, in GSIS and SSS, respectively. SSS’ investment in 
foreign instruments did not materialize; it did in GSIS before the cri-
sis. 

 Despite a less concentrated SSS portfolio than GSIS, the latter’s real 
ROI averaged 1.8 points higher, with better performance in most in-
struments possibly due to entrusting investment management to spe-
cialized financial groups.  

 AFP-RSBS’s portfolio covers 58% from real estate (mostly in AFP 
buildings and facilities), 22% from equities, 12% from industrial park 
leases, and only 8% from loans.  

 Political intrusion in investment was common in all schemes but 
seem less now.  

 Domestic capital market is small/illiquid/underdeveloped; investment 
in foreign instruments has low caps and is considered unpatriotic, 
hence, concentration is given on public debt/ loans. 

 
Recommendations:  
 

 Follow ISSA (2004) guidelines in investing funds, including further 
portfolio diversification. 

 Continue moving away from subsidized loans towards equities. Inde-
pendent assessment needs to determine if investment on all loans is 
financially profitable, if the recovery rate of loans is feasible and if in-
terest rates are below market rates. 

 SSS should impose legal limits on government and government-
guaranteed debt instruments. 

 GSIS should reform law to eliminate minimum of 40% investment on 
loans and terminate loans to the government and public institutions. 

 Financing or providing direct aid to educational and health institu-

tions, as well as loans for construction of low-cost housing should be 
banned. 

 Fully entrust lending to HDMF and other state financial/banking cor-
porations. 

 Promote profitable investment in domestic equities through expansion 
of instruments which demands greater financial sector development. 

 Try investment on infrastructure by starting with small amounts, by 
undertaking careful regulation and by monitoring results before ex-
panding. 

 Lessons learned from global crisis show that pension portfolio diversi-
fication, including investment in foreign instruments, paid in the long 
run. 

 Avoid, in case of a second recession, a drastic shift towards very low-
risk instruments as it would affect long-term capital returns. 
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 SSS should invest in foreign instruments to the legal limit, carefully 
assess the results and, if positive, gradually raise the ceiling. 

 GSIS should implement new investment guidelines on direct invest-
ment in foreign emissions and in debt-issue guaranteed by foreign 
governments. 

 SSS should outsource investment management to qualified/reliable 
firms (i.e., replicating the positive outcome in GSIS) under strict regu-
lation/monitoring, or create independent professional investment 
board in each scheme where members will be chosen based on expe-
rience/merit. 

 GSIS should annually publish portfolio distribution by instrument. 
SSS and GSIS should publish real ROI of each instrument for better 
transparency and information. 

 Launch educational campaign to explain reasons of suggested policy 
to members and employees, as their short-term needs (e.g., coping 
with emergencies or acquiring homes) must not be met at the cost of 
sacrificing the principal objective of paying decent pensions. 

 
5. Actuarial Valuations and Equilibrium 
 
Progress: SSS and GSIS rely on collective partially-funded method in equilib-

rium for a given period. Fund accumulates reserves until expenditures ex-
ceed income, generate a deficit and deplete the fund. Reforms introduced in 
SSS in 2000-2010 prolonged the life of the fund. 
 
Challenges: 
 

 Due to aging and pension system maturity, the ratio of contributors to 
one pensioner fell from 8.8 to 6.3 in SSS and from 9.8 to 4.7 in GSIS 
(expanding contributors in SSS versus stagnant in GSIS). SSS exten-
sion of coverage would halt/reverse the trend, this is  lees feasible in 
GSIS;  

 GSIS does actuarial valuation annually, the latest of which was done 
in 2010. SSS had its latest annual actuarial valuation in 2007; SSS 
valuations are more detailed and documented in the new valuations 
conducted in 2011 (2010 data).  

 SSS valuation could not evaluate impact of global crisis; GSIS could 
but does not state anything about it. 

 SSS’ 2007 valuation was not presented to the Commission until Sep-
tember 2011.  

 SSS’ 2007 valuation (baseline) projected the fund depletion in 2039 
(12 years later than what was projected in 2003). GSIS’ 2010 valua-
tion projected the fund depletion to happen in 2051 (13 years earlier 
than what was projected in 2009).  

 ECC-SIF managed by SSS and GSIS annually reports to ECC and 
showed deficit half of the time in the last decade. Reports given did 
not provide data on investments and reserves.  

 SSS’ latest valuation of ECC in 1995 projected SIF fund life until 
2027. GSIS’ latest valuation done in 2010 did not project to last a 
year.  

 There is no clarity if the legal mandate that the SIF used for ECC ben-
efits is honored. There is incongruity with the SSS maximum contri-



 
PENSIONS IN THE PHILIPPINES: CHALLENGES & WAYS FORWARD 

bution payment, which is 10% compared to that of GSIS, but which 
benefits twice higher than in GSIS.  

 AFP-RSBS is unsustainable due to the increase in liabilities by 62 
times during the period 1977-2005, amounting to PhP100 billion; and 
has insufficient proposed reforms. GSIS actuary calculated a contri-
bution of 52% (without reforms) twice the 25% proposed;  

 Projected costs of uniformed personnel pensions including AFP-RSBS 
and excluding justices/judges jumped from PhP 69 billion to PhP 111 
billion in 2006-2013 (unsustainable). 

 
Recommendations: 
 

 Amend SSS law to mandate annual actuarial valuations (as in GSIS) 
and to promptly present the results to the Commission. 

 SSS/GSIS 2011 valuations should be able to assess impact of global 
crisis on actuarial equilibrium and implement needed adjustments. 

 SSS should implement measures of 2007 valuation (some in process); 
if done, actuarially verify if they allow pension adjustment to CPI. 

 GSIS 2011 valuation should be able to verify the cause of the 13-year 
cut in fund life; address questions in this study on three key assump-
tions of 2010 projections that might shorten the life fund; identify da-
ta problems confronted; and recommend steps to cope with them. 

 SSS and GSIS should separate ECC-SIF from other program funds; 
supply annual report on SIF investments/reserves; enable valuations 
to give separate evaluation of SIF; and propose measures. 

 AFP-RSBS should raise retirement age from proposed 58 years to 60, 
and terminate retirement with 30 years of service regardless of age; 
salary average should be based on the last five years instead of the 
last salary; and should close provident fund to future entrants and 
transfer its 5% contribution to pension fund. 

 For separate schemes of uniformed personnel/judiciary, implement 
drastic parametric reforms restricting generous entitlement condi-
tions/benefits and setting adequate contributions to members. 

 All actuarial studies should include an understandable summary of 
current scheme status and alternative recommendations for public 
scrutiny and debate (e.g., wide diffusion of SSS 1999 valuation). 

 SSS and GSIS should sign an agreement with ILO Actuarial Division 
to revise 2011 actuarial valuations, and train local personnel on a 
simulation program to project outcomes of reforms on entitlement 

conditions/benefits and needed contribution to maintain long-run fi-
nancial/actuarial equilibrium.   

 
 
CONCLUSION 
 

 Submit these recommendations to a national commission with adequate 
representation from members (including women and informal workers), 
employers, pensioners, the SSS, GSIS, AFP-RSBS and other separate 
schemes, as well as pertinent government  agencies and prominent ex-
perts. 

 The commission should discuss recommendations maximizing consensus 
and send a report to the Executive and the Congress on the agreed-upon 
reforms. 
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 If reforms are approved, the Philippine pension system would be: 

 more integrated; 

 having an extended real coverage;  

 able to improve benefits;  

 able to infuse more social solidarity and gender equity;  

 able to raise efficiency and social representation;  

 able to reduce administrative costs; and  

 able to reinforce financial-actuarial sustainability.  
 

The nation, workers and pensioners would be the greatest beneficiaries of 
these reforms.   
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INTRODUCTION 
 
 
 

Overview of the Pension System in the Philippines 
 
 
The Philippines ranks 97th in the Human Development Index that includes 169 
countries, slightly higher than the mid-point. Within 15 East and Southeast Asian 
countries, the Philippines ranks 8th, also about the mid-point. Finally, the Philip-
pines is classified under the “medium” level of development, together with other 

nine East and Southeast Asian countries (UNDP, 2010a).1 The social security sys-
tem in the country could also be ordered in a mid-point within East and Southeast 
Asian and among developing countries.2 
 
In the 1950s, when the major pension schemes were established, the Philippines 
was at the threshold of economic development and among the leading Asian na-
tions; the economy was robust and therefore generated plenty of jobs. However, the 
guerrilla warfare, the 21-year autocratic rule of Ferdinand Marcos, political insta-
bility, rapid population growth, boom-bust cycles, several economic crises and nat-
ural phenomena had devastating effects. In the 1980s, the severe crisis of 1984-
1985 led to a 14% drop in GDP while inflation jumped to an annual average of 
14.9% and GDP real yearly growth was a meager 2%. The return of democracy in 
1986 and the ensuing constitutional reforms in 1987 infused some political stabil-
ity, but there was a mild economic crisis in 1991-1992 and inflation was still very 
high. Even when the inflation cooled off and economic growth was better, the Asian 
financial crisis of 1997-1998 still took  its toll and produced 9% inflation and 2.8% 
growth in the 1990s,  which was a little better than in the 1980s (Gonzalez and 
Manasan, 2002). High inflation during those years yielded increases in pension lev-
els to counteract significant loss in purchasing power. The first decade of the 2000s 
showed an improvement: democracy continued, average inflation rate decreased to 
5.6% and growth rose to 5.3%, despite the adverse effect of the global crisis in 
2007-2008 and a spur of inflation. Nevertheless, compared with previous crises, 
growth remained positive in 2009 mainly because foreign remittances did not de-
cline, there was a strong recovery in 2010, and inflation decreased to reasonable 
levels in those two years. Despite these advances, the Philippines still endures a 
population poverty incidence between 26.5% and 32.9% and a Gini Index of Ine-

quality of 0.4884 (an increase over 0.4666 in 1985), both higher than in most East 
and Southeast Asian countries (NAPC, 2011).  
 
The Government Service Insurance System (GSIS) that covers all public-sector em-
ployees is one of the oldest in the region. Created in 1936, it began operations in 
1937. The Retirement Act (RA) 660 of 1951 introduced the retirement program 
while other benefits were added by RA 1616 of 1957, Presidential Decree (PD) 1146 
of 1977 and RA 8291 of 1997. The Social Security System (SSS) covers all private-

                                                 
1 hai-

ranking order is 11 to 132 (UNDP, 2010a).   
2 ent 
compensation, occupational-  n-
sions, as opposed to social assistance or non-contributory pensions. 
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sector employees, own-account workers and other groups. Created through RA 
1161 of 1954 (Social Security Act) and amended through RA 1792 of 1957, it began 
to operate that year and was reformed through RA 8282 of 1997. The Employees’ 
Compensation and Insurance Fund (ECC), established through PD 626 of 1975, 
replaced the old workers’ compensation program. It provides benefits including 
pensions for work-related risks of GSIS, SSS and other schemes. The scheme for 
the armed forces was introduced by PD361 of 1973 with several amendments. 
There are other separate schemes. 
 
The pension system is of the social-insurance type, based on “defined benefit” and 
is being managed by autonomous public entities. The system is segmented as it 
embraces 15 separate public schemes (armed forces, policemen, veterans, firemen, 
jail personnel, coast guards, justices/judges) with substantial differences that need 

integration or coordination. The two major schemes are SSS and GSIS covering 
86% and 12% of total contributors, respectively, whereas all separate schemes cov-
er less than 2%. The GSIS began to operate its retirement program in 1952 where-
as the SSS began in 1957; both are close to reaching maturity, particularly GSIS. 
Despite the SSS’ significant effort to expand legal coverage of contributory pen-
sions, the combined schemes currently cover about 28% of the Economically Active 
Population (EAP) and 15% of the elderly (29% and 18%, respectively, including sep-
arate schemes), hence, a majority for both groups lack effective protection. This 
contradiction is explained by a labor force that is 42% informal and mostly not cov-
ered, 26% of poverty, and one of the highest unemployment rates in Asia. Until 
2011 there was not a non-contributory pension granted to the elderly extreme poor 
lacking contributory coverage.  
 
Significant differences among the various schemes exist in entitlement conditions, 
the pension formula, and average pensions. SSS and GSIS pensions are not sys-
tematically adjusted to either inflation or wages and, although increasing in real 
terms in the 1990s, both pension schemes decreased or were stagnant in the first 
decade of the 2000s. Meanwhile, separate schemes adjust the pension to the salary 
of active personnel annually. Compared with private pension systems, the Philip-
pine public system has several elements favorable to social solidarity and soothes 
gender inequality but still confronts serious flaws in solidarity and female inequali-
ty. Efficiency has being enhanced, particularly in SSS, with computer and electron-
ic advances that introduced more effective ways to collect contributions and pay 
benefits, and reduced the time to process pensions. However, there are still im-
portant lingering problems; for example, administrative expenses were high in the 
1990s and, albeit decreasing in percentage for both total expenditures and contri-
bution revenue in the last decade, are still very high under Asian standards.  
 
SSS and GSIS schemes are financed by contributions from employers and employ-
ees (the former share the majority) but own account workers paid the combined 
percentage contributions charged to employers and employees. In the separate 
schemes, no contributions are paid by members and the state finances all pension 
costs. Only 35% of SSS members contribute, indicating significant evasion and 
payment delays (no data available on GSIS). Both schemes generated a financial 
surplus in the last decade, which, as percentage of GDP, rose in SSS and decreased 
in GSIS. The opposite was true concerning accumulated reserves as percentage of 
GDP. Capital returns have widely oscillated; they were adjusted for inflation which 
averaged to 5% in GSIS and 3.3% in SSS, the latter is low by international stand-
ards. GSIS has more investments in government securities and loans than SSS. 
SSS lacked foreign instruments such that investments in subsidized loans had low 
yields. The latest actuarial valuation in SSS (2007) projected a financial deficit in 
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2022 and reserves depletion in 2039, whereas the valuation of GSIS (2010) project-
ed a financial deficit in 2029 and fund depletion in 2051. The schemes for uni-
formed personnel and judges were unfunded and suffered the worst financial-
actuarial disequilibrium while the ECC life fund is projected to end in 2026-2030.  
 
In recent years, several important studies have been conducted on the Philippine 
pension system that have expanded our knowledge and provided useful recom-
mendations (e.g., Serrano, 2006; TSG, 2007; De la Rama, 2009; Manasan, 2009b; 
Verceles and Pineda, 2009; Orbeta, 2011; Asher, 2011).3 However, they lack com-
plete statistical series for 2000-2010 and the most recent data were usually from 
the period 2006-2007 - before the global financial crisis. Some of these studies em-
brace the entire social security system while others focus on a particular aspect, 
such as coverage, investment, or the economic-social measures taken in 2008 to 

confront the global crisis. Still other studies are comparative in the context of Asia 
and the Pacific. About 54-59 years have elapsed since the establishment of the two 
major pension schemes, 14 years since the reforms were introduced in 1997, and 
four years since the global crisis; therefore, a comprehensive and documented 
study is needed on the pension system. Herein we accomplish that task by system-
atically analyzing each of the system key aspects; identifying its major challenges; 
providing a diagnosis; and offering detailed recommendations to confront the chal-
lenges, improve the system and make it more socially equitable and financially sus-
tainable.  
 

Scope, Structure and Methodology of the Study 
 
 
This study focuses on the pension schemes of SSS and GSIS (which cover most ac-
tive workers and pensioners and take the bulk of expenses), specifically on com-
mon risks of old-age, disability and survivors (i.e., funeral benefits are summarized; 
sickness and maternity paid leave are excluded).4 For the first time, the seven ma-
jor separate schemes are herein analyzed and compared albeit under constrains 
due to significant data gaps. Work-related risks are also studied. Life insurance, 
separation, loans and funeral benefits are touched but not in detail. The Home De-
velopment and Mutual Fund (Pag-IBIG) is not discussed (see TSG, 2007). 
 
The study is divided into three parts: 1) Introduction (overview of the pension sys-
tem, and scope, structure and methodology of the study); 2) Diagnosis; and 3) Con-
clusions and Policy Recommendations. The diagnosis describes features and evalu-
ates performance of six key aspects of the pension system based on conventional 
social security principles developed by the International Labor Organization (ILO), 
which include 1) unity; 2) universal coverage; 3) sufficiency of benefits; 4) social 
solidarity and gender equity; 5) administrative efficiency, moderate costs and social 

                                                 
3 A significant effort was done to obtain recent reports or information on ongoing studies by ADB and the World Bank.  Two ADB 
officials told us that there was no recent study on Philippines pensions (Buentjen, 2011-I; Kelly Bird, Sept. 16, 2011) but a consult-
ant wrote us that he had a contract with ADB to write a paper on that topic for publication and declined an interview (Ernesto 
Reyes, August 18, 2011). In the World Bank, we indirectly contacted Bert Holzman (Country Director) and he designated Mr. A 
Sevilla to meet Mesa-Lago after he had left Manila; a message sent to Sevilla on Sept. 20, 2011 was not answered. A consultant 
informed that a study was done for the WB in 2008 by an international team including Estelle James and Alberto Musalem but we 
could not obtain a copy; he also wrote a recent study that was owned by the WB and unsuccessfully asked permission to Bank 
officials Jeremiah Paul and Soledad Cruz to provide us a copy (Romy Bernardo, Sept. 20, 2011). 
4 The distribution of expenditures by type of benefit in SSS in 2009 was: 89.3% pensions of old-age, disability and survivors, and 
10.7% sickness and maternity paid leave plus funeral aid (based on BLES, 2010a). 
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representation; and 6) financial sustainability.5 In each of these six aspects, the 
study identifies progress achieved and pending challenges. The final part summa-
rizes major findings in the six selected aspects, and proposes recommendations in 
each aspect to tackle problems and improve the system. The impact of the global 
crisis is assessed when pertinent and feasible. Comparisons of the Philippines with 
other East and Southeast Asian nations are done whenever there are available da-
ta. 
 
A systematic collection and elaboration of statistical series on SSS and GSIS for the 
period 2000-2010 supports the study on all relevant issues of the six key aspects 
selected. Similar or longer series are generated on macroeconomic variables such 
as GDP and inflation, the labor force and its composition by type of worker, and 
others indicators needed for the analysis. All previous studies on the pension sys-

tem have been consulted and their contributions integrated in the text.  
 
Commissioned by the Friedrich-Ebert-Stiftung (FES) in Philippines, the study was 
completed in seven months. It was divided in five stages starting on May 1, 2011, 
by principal investigator Carmelo Mesa-Lago (CML) and a research team in Manila 
composed of Verna Dinah Q. Viajar (VV) and Rolly Czar Joseph Castillo (CJ). The 
stages of the study were as follows: 1) CML designed the organization of the study 
and provided guidelines to the team to elaborate preliminary statistical tables, 
compile legal and historical information, and get the most important published 
studies. The team also responded to queries and requests for additional data from 
CML; 2) CML thoroughly checked the materials, expanded and integrated them, 
wrote the diagnosis, elaborated on new tables and all figures, and developed rec-
ommendations for the first draft of the study on August 27; 3) the field team 
scheduled 22 interviews with 40 persons in Manila held on September 5-17, with 
all key institutions and some experts, conducted by CML and assisted alternatively 
by VV, CJ and/or Anne Hélène Vasudevan. Four additional interviews were con-
ducted in October. The interviews aimed to fill gaps, clarify doubts, compile addi-
tional information, and get opinions and comments from the interviewees. At the 
end of the visit, the entire team developed new tables, assessed the progress 
achieved, and identified pending issues; 4) between September 21 and October 30, 
2011, CML, supported by the field team, incorporated the new materials in the 
study, prepared the second version, and submitted it to SSS and GSIS for check-
ing; and 5) the team publicly presented the final version of the study in Manila on 
November 10, 2011 and published it on November 30, 2011.  
 
 
  

                                                 
5 

-Lago, 2008). 
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DIAGNOSIS OF THE PENSION SYSTEM 
 
 
 
This section describes the six key aspects of the system and evaluates its perfor-
mance. The discussion is divided into the six key aspects: 1) unity, 2) coverage, 3) 
benefits, 4) social solidarity and gender equity, 5) efficiency, administrative costs 
and social representation, and 6) financial sustainability. 
 

Unity 
 
Within the context of East and Southeast Asia, the Philippine pension system is 
fairly simple: like all schemes, it is of the social-insurance type. In the other eleven 
East and Southeast Asian countries, four have combinations of a provident fund 
with social insurance, or the latter with a national program or individual accounts 
(Indonesia, Malaysia, Japan and China); two of the most developed countries have 
provident funds (Brunei and Singapore); four have social insurance (Laos, South 
Korea, Thailand and Viet Nam); and one lacks a pension system (Myanmar) (US-
SSA/ISSA, 2011). 
 
Social insurance public pension programs usually are of “defined benefit” (DB), 
wherein benefits are regulated by law, including the pension formula and the set-
ting of a minimum pension. The schemes are managed by autonomous public 
agencies.  
 
Private pension systems normally are of “defined contribution” (DC) because con-
tribution is fixed and deposited in individual accounts that belong to the insured. 
They are managed by private corporations that also invest the funds in the ac-
counts and add capital returns to them; therefore the pension is not “defined” but 
uncertain. It is calculated at the time of retirement based on the amount accumu-
lated in the individual account and mortality tables. Within East and Southeast 
Asia, Japan, Laos, the Philippines, South Korea, Thailand and Vietnam have DB 
systems whereas China, Indonesia, Malaysia, Singapore, Sri-Lanka and Taiwan 
have DC systems (Van der Auwera, 2007; OECD-WB, 2009). In the Philippines, all 
social insurance pension programs are of the DB type, except for some company 
plans, private insurance and provident funds that are a minority. 
 

Asher (2010) pinpoints that despite increasing recognition in Asian countries of the 
need to institutionalize good government practices of accountability, transparency, 
and participation in management by different stockholders in social security, pro-
gress has been modest and the state domination has precluded the creation of an 
independent pension regulator and enforcer of such good practices.   
 
In the Philippines, the state plays a relatively minor role in the pension system: 1) 
the government guarantees benefits but so far has not been obligated to finance 
deficit and does not contribute except as an employer; 2) the Commission on Audit 
(COA), the constitutional agency that audits all government transactions, theoreti-
cally oversees pensions but in practice does not do a thorough job (Edralin, 2001-I; 
Orbeta, 2011-I); 3) the government has not led efforts to  extend coverage and 
leaves  the effort to the major social insurance institutions. On the other hand, the 
President of the Philippines appoints all members of the commission/boards and in 
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the past, exercised pressure to invest social insurance funds in programs or in-
struments that have poor or negative capital returns.     
 
 
1. Pension Pillars 
 
The literature on Philippine pensions identifies four or five pillars or layers, starting 
at zero or first level. An integration of these approaches is summarized in Box 1. 
 
 

Box 1. Pillars of Social Security Pension Protection, 2011a 

 
Pension Pillars Institutions and Programs 

1. Social assistance/welfare, poverty-
targeted, publicly managed, non-
contributory tax-financed b 

New tax-financed non-contributory pension targeted on the elderly ex-
treme poor, other anti-poverty programs of the Department of Social Wel-
fare and Development (DSWD), Department of Labor and Employment 
(DOLE), etc.  

2.  Compulsory social insurance pension, 
defined benefit (DB), publicly managed, 
financed by salary contributions of work-
ers and employers, and investment capi-
tal returns 

Old-age, common disability and survivor pensions: Social Security System 
(SSS) for private-sector workers; Government Service Insurance System 
(GSIS) for civilian public sector; seven separate schemes are non-
contributory and fully financed by the state. Work-related acci-
dent/sickness pensions: Employment Compensation Commission (ECC). 
Overseas Workers Welfare Administration (OWWA) for work-related risks. 

3.  Compulsory occupational or personal 
pension plans, defined contribution (DC), 
publicly managed, financed by salary 
contributions 
 

Provident funds or life insurance: AFP-RSBS provident fund; GSIS life-
insurance; OWWA life-insurance; SSS and GSIS employees  provident fund 
(also for all civil servants). 

4.  Voluntary, supplementary occupation-
al or personal pension plans, other indi-
vidual financial and non-financial assets 

SSS provident fund; GSIS mutual fund; company-based provident 
fund/pension schemes of large private enterprises and public and autono-
mous corporations; private pension and life insurance, tax-deductible in-
vestment to personal accounts. 

  
a Excludes health care and other social security programs. b  To alleviate the effects of the global crisis, the government 
implemented several social welfare programs (conditional cash transfers, food, microfinance, etc.) for the most vul-
nerable groups. 
 
Source: Based on ASEAN, 2009;Manasan, 2009b;Orbeta, 2011; SSS, 2011g; Bautista, 2011-I; Rocamora, 2011-I .  
 

 
 
The above data gives the impression of comprehensive, integral pension protection, 

although there are significant limitations: a) the pension system is highly segment-
ed and in need of integration; b) coverage by contributory pensions of the EAP is 
about 29% and 17% of the elderly, hence, 71% and 82% are respectively excluded; 
and c) there is a brand new non-contributory pension program which targets the 
extreme poor elderly but has a very small coverage.  
 
2. High Fragmentation of the Pension System 
 
Fragmented pension systems yield adverse outcomes on all social security princi-
ples which include: a) problems of coordination, duplication, gaps and portability 
(transfer of contributions from one scheme to another during the insured’s working 
life); b) significant and unjustified differences in entitlement conditions and benefits 
among schemes which afflict social solidarity; c) coverage of small groups of in-
sured by separate schemes thus failing to take advantage of economies of scale and 
enduring higher administrative costs, also due to proliferation of boards and per-
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sonnel; d) generous benefits in separate schemes and high administration costs 
deplete resources needed for the extension of coverage; and e) the most liberal 
schemes require huge fiscal transfers and suffer financial-actuarial disequilibria. It 
has also been shown that unified systems have higher coverage than highly frag-
mented ones (Mesa-Lago, 2008, 2012). 
 
The Philippine pension system is very fragmented because it embraces 15 separate 
schemes, most of which provide old-age (retirement), disability and survivors pen-
sions:6 
 

1. Social Security System (SSS) for salaried and self-employed workers and 
employers in the private sector;  

 

2. Government Service Insurance System (GSIS) for all government civilian em-
ployees including those in schemes for uniformed personnel;  
 

3. Within GSIS there are three “special members only” covered in terms of life 
insurance, which have their own separate entitlement conditions and bene-
fits: Constitutional Commission, Labor Arbiters, and Prosecutors;7 
 

4. Armed Forces of the Philippines Retirement and Benefit System (AFP-
RSBS),where there is a proposed Act to reform it;8 

 
5. Philippine National Police (PNP);9 

 
6. Bureau of Jail Management and Penology (BJMP);  

 
7. Bureau of Fire Protection (BFP);  

 
8. Coast Guard;  

 
9. Philippine Veterans of wars against Spain and the USA, WWII, Korean and 

Vietnam wars (AFP-RSBS members may qualify);  
 

10. Justices and Judges (excludes prosecutors who are covered by a different 
law); 

 
11. Overseas Workers Welfare Administration (OWWA) as work-related pensions 

for overseas Filipino workers (OFW) and their dependents; and  
 

12. Employee’s Compensation Commission (ECC) as work-related contingencies 
(occupational accidents and diseases) for those in SSS, GSIS, PNP, BFP, 
Coast Guard, or as pensions for disability and death.  

 

                                                 
6 Among eleven 11 Southeast Asian countries, the Philippines has one of the most fragmented pension systems. Most of the other 
countries have separate schemes for civil servants (some for state enterprises) and the armed forces, and a few for judges, police-
men, and private schools, but none appears to have 15 schemes (US-SSA/ISSA, 2011). 
7 Judiciary is covered on life insurance by GSIS and has its own scheme (10 in the list); labor arbiters and prosecutors have similar 
conditions as the judiciary (Aguja et al, 2011-I) 
8 The AFP-
provident fund whereas pensions are fully paid by the state.  
9 In 2011 the Police received from the Public Safety Mutual Benefit Fund Inc. (PSMBFI), part of the Department of Interior and Local 
Government. This fund is considered more as a life insurance than a pension system (Peralta, 2011-I). 
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Some of the separate schemes also grant compulsory or voluntary life insurance, 
separation and unemployment compensation, loans and funeral benefits. There are 
optional mutual or provident funds, private-enterprise sponsored pension plans 
and individual insurance pension plans, but scarce data are available on the last 
two. The armed forces and employees of GSIS and SSS have a mandatory provident 
fund (see II-C). 
 
The noted pension schemes are autonomous and each has its own group of in-
sured, legislation (a mosaic of RA, PD, EO, in need of integration), entitlement con-
ditions, regulations, calculation of benefits, and administration. The scope of COA 
auditing power is limited by the Constitution and the four other agencies have di-
verse overseeing functions over pension schemes.10 Therefore there is no single, in-
tegrated, public institution with adequate powers to supervise, regulate and audit 

the entire segmented pension system.  
 
In addition, there are two other social security programs: 1) Philippine Health In-
surance Corporation (Philhealth or PHIC) that provides universal healthcare; and 2) 
Home Development Mutual Fund (HDMF or Pag IBIG) that give loans for housing, 
calamities and short-term needs for all employees in SSS, GSIS, AFP-RSBS, PNP, 
BJMP and BFP, as well as voluntary for Filipinos employed by foreign-based em-
ployers and spouses who work full time in their household.  
 
3. Some Measures Taken to Improve Coordination 
 
A positive step was the Portability Law of 1994 that stipulates: “a covered worker 
who transfers employment from one sector to another or is employed in both sec-
tors shall have his credible services or contributions in both Systems (SSS and 
GSIS) credited to his service or contribution record in each of the Systems and 
shall be totalized for purposes of old-age, disability, survivorship and other bene-
fits” (RA 7699, 1994). When such employees have reached the age but not the re-
quired years of service, benefits are calculated combining both, and paid by SSS 
and GSIS proportionally to the contributions accumulated in each. 
 
On June 21, 2011, the Secretary of the Interior and Local Government created a 
special unit - the Retirement and Benefits Administration Service-RBAS - to man-
age the funds for retirement, pension and separation of uniformed personnel in 
PNP, BJMP and BFP (apparently excluding AFP and Coast Guard), but they might 
keep their diverse entitlement conditions and benefits (Official Gazette, 2011). 
 
In 2008, the existing programs of the Department of Social Work and Development, 
the Department of Health, the Department of Education, the SSS and GSIS and 
other agencies dealing with social welfare were clustered into the National Social 
Welfare Program (NSWP) to fight the effects of the global financial crisis. Reportedly, 
the NSWP improved the coordination of various agencies dealing with social protec-
tion and facilitated government efforts to address the adverse effects of the crisis. 
Family and community-based diagnosis were being considered to determine pov-
erty-risk situations, as well as a unified monitoring and evaluation system (ISSA, 
2010b). But in 2009, a report asserted that the social protection system remained 
highly fragmented, had a narrow base of beneficiaries, and had a limited access 

                                                 
10 The Financial Institutions Division of Division of the Department of Finance Corporate Affairs Group supervises SSS, GSIS and AFP-
RSBS; the Tax Administration registers the employer-sponsored schemes; the Central Bank supervises trust accounts at commercial 
banks; the Insurance Commission supervises insurance companies; the Securities and Exchange Commission supervises plans of Pre-
Need companies. These institutions are audited only on an ad hoc basis, and audits are not publicly available (TSG, 2007) 
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from the poor and informal sectors. Under the administration of President Benigno 
Aquino III (inaugurated June 30, 2010), an anti-poverty strategy for 2010-2016 has 
been launched to maximize the results of existing limited resources under the 
DSWD chairmanship and the NAPC Secretariat (NAPC, 2011). 
 
A proposed bill being considered by the Committee of Labor and Employment at the 
House of Representatives correctly notes the segmentation in the administration of 
work-related contingencies into three agencies and the need for their integration. 
For this purpose, the bill dissolves the ECC and creates a new entity with full pow-
ers to collect contributions, manage and invest its funds, and pay benefits, there-
fore taking away those functions from SSS and GSIS (Act Establishing…, 2010). 
Although the integration goal is positive, the bill could generate some important 
negative consequences.   

 
Many adverse outcomes of fragmentation of the pension system need to be ad-
dressed through integration or better coordination. The state should lead this effort 
with the technical help of international organizations that could also build the 
needed capacities (Asher, 2009). 
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Coverage 
 
Herein we distinguish three types of coverage: legal, statistical and by surveys. Le-
gal coverage is prescribed by law but not always enforced, particularly among in-
formal workers, due to the difficulty in detecting and enrolling them and collecting 
their contributions therefore it usually creates the illusion of higher coverage than 
in reality. Statistical coverage is based on data from social insurance institutions 
and their reliability depends on the accuracy of the registry. When it is based on 
“members”, coverage is much higher than when based on “contributors” because 
the former may have enrolled and paid one contribution but later abandoned the 
labor force, become unemployed on emigrated. In segmented systems, like the case 
of the Philippines, coverage is often limited to the major schemes because of the 
difficulties in collecting data from all other separate schemes. The most accurate 

coverage is the one resulting from labor or household surveys (if professionally 
conducted and questions were asked properly) as they embrace those members 
who are contributing to all pension schemes (Mesa-Lago, 2008; Annycke, 2009). In 
the Philippines, we rely on legal and statistical coverage and partial data supplied 
by surveys. Labor surveys do not include data on separate schemes, hence, it is 
very difficult to do estimates on the labor force and elderly covered; labor surveys 
neither provide SSS and GSIS disaggregated data by sex, education, and so forth 
(De Guzman, 2011-I).11 
 
Finally, coverage can be estimated relative to the EAP or labor force and to the el-
derly. Disaggregation of coverage data by location (urban and rural), income (by 
quintiles or deciles), education, gender and size of enterprises is important to as-
sess discrimination and inequalities of various types.  
 
1. Legal Coverage  
 
In SSS, current legal coverage is mandatory for all workers in the private sector not 
older than age 60: a) formal salaried workers and employers with at least one em-
ployee; b) regular self-employed program, for those earning at least PhP1,000 
monthly, including all professionals, partners and single business owners, artists, 
entertainers and news correspondents, professional athletes, coaches, trainers and 
jockeys, agricultural workers, individual farmers and fishermen; c) expanded self-
employed program for those earning no less than PhP1,000 monthly, such as do-
mestic helpers, agricultural workers not paid a regular daily wage, drivers, market 
vendors, children employed by parents and vice versa, and others in the informal 

sector. Voluntary coverage is available for non-working spouses of members, in-
sured persons who are no longer eligible for mandatory coverage, OFW and em-
ployees of diplomatic/foreign missions.  
 
The SSS extension of legal coverage was done gradually between 1954 and 1997, as 
summarized in Box 2. The scope of legal coverage in the Philippines is one of the 
widest both in developing countries and in Asia. For instance, among eleven coun-
tries in East and Southeast Asia, the self-employed only have mandatory coverage 
in one (South Korea) and in the rest, they are either excluded or have voluntary 
coverage, including more developed countries such as Brunei, Japan and Singa-
pore (US-SSA/ISSA, 2011). 

                                                 
11 A pilot survey conducted in Laguna in 2004, focusing on decent work and pensions, asked the interviewee if he/she received  a 
pension from past employment, and disaggregated the data by type of worker, sex and education; unfortunately it did not become 
national and regular (De Guzman, 2011-I).  
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GSIS legally covers in compulsory manner all government civilian employees (in-
cluding civilian staff in schemes for uniformed personnel), as well as those in pub-
lic corporations, irrespective of employment status. AFP-RSBS mandatorily covers 
uniformed military officers and soldiers.  
 
 

Box 2. Gradual Expansion of Legal Coverage in SSS, 1954-2011 

Year Expansion Coverage 
nature 

 
1954 

 
All employers in private business with at least 100 
employees 

 
Compulsory 

1957 Employers with 50 or more employees Compulsory 
1958 Employers with at least six employees Compulsory 
1960 Employers with at least one employee Compulsory 
1963 Employees of diplomatic/foreign missions in 

Philippines 
Voluntary  

1973 Overseas Filipino Workers (OFW) Voluntary  
1980 Self-employed professionals Compulsory 
1992 Self-employed farmers and fishermen Compulsory 
1993 House helpers (domestic employees) Compulsory 
1995 Expanded self-employeda 

Overseas contract workers 
Separated SSS members (unemployed) 

  Non-working spouses 

    Compulsory 
Voluntary 
Voluntary 

    Voluntary 

1997 b Agricultural workers not paid by regular daily wage 
Parents employed by children and minors employed 
by parents 

Compulsory 

 
a Unpaid family workers are probably classified as self-  employed and compulsory cov-
ered. b No further expansion after 1997 until at least November 2011. 
 
Source:  SSS, 2010b; Edralin et al, 2011-I. 

 
 
2. Statistical Coverage of EAP 

 
According to ISSA, mandatory pension systems cover typically between 25% and 
50% in middle income countries (Ginneken, 2010), such as the Philippines, which 
is closer to the lower rather than the upper boundary. In eight countries in South-
east Asia, the Philippines ranked fourth in pension coverage in 2006.  

 
Statistical coverage of the EAP may be based on “members” or “contributors.” 
Members are those who enrolled and paid one monthly contribution, which only 
entitles them to funeral benefit while contributors are members who have at least 
one monthly contribution in the year12 (Edralin et al, 2011-I; Aguja et al, 2011-I). 
Table 1 estimates coverage of the EAP by contributory pensions in both schemes 
based on contributors in 2000-2010. The combined coverage slightly increased 
from 26.6% to 28.3% (Figure 1). Coverage by those insured in the armed forces and 
other separate schemes is estimated at 290,000 or 0.7% of the EAP in 2010, for a 
total coverage of about 29%.13 

                                                 
12  In SSS, it is technically in the year prior to an actuarial valuation. One single contribution entitles SSS members to funeral aid.  
13 Based on 140,000 policemen, 120,000 military men, 15,353 firemen, 10,089 jail men, 3,000 coast guards, and 1,679 justices 
and judges (BLES, 2011c; Marayag, 2011-I; Barribal-Co, 2011-  
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Scarce data available circa 2007-2008 on EAP coverage in East and Southeast Asia 
indicate that the Philippines ranked below the mid-point among ten countries: 
95.3% EAP coverage in Japan, 77.9% in South Korea, 56.6% in Singapore, 45.5% 
in Malaysia, 35.6% in Sri Lanka, 27.1% in the Philippines, 22.5% in Thailand, 
20.5% in China, 15.5% in Indonesia, and 13.2% in Vietnam14 (Ghosh, 2006; Asher, 
2009; OECD-WB, 2009). More recent and standardized data on East and Southeast 
Asian coverage are needed for more precise comparisons. 
 
 

Table 1. Coverage of EAP on Contributory Pensions based on Contributors in 
SSS and GSIS, 2000-2010 

Year 
Contributors  
(thousands)a EAP  

(thousands) 
EAP Coverage (%) Distribution(%) 

SSS GSIS Total SSS GSIS Total SSS GSIS 
2000 6,951 1,276 8,227 30,911 22.5 4.1 26.6 84.5 15.5 
2001 6,985 1,300 8,285 32,809 21.3 4.0 25.3 84.3 15.7 
2002 7,215 1,335 8,550 33,936 21.3 3.9 25.2 84.4 15.6 
2003 7,326 1,336 8,662 34,571 21.2 3.9 25.1 84.6 15.4 
2004 7,497 1,333 8,830 35,862 20.9 3.7 24.6 84.9 15.1 
2005 7,683 1,331 9,014 35,381 b 21.7 3.8 25.5 85.2 14.8 
2006 8,001 1,310 9,311 35,464 22.6 3.7 26.3 85.9 14.1 
2007 8,051 1,333 9,384 36,213 22.2 3.7 25.9 85.8 14.2 
2008 8,862 1,361 10,223 36,805 24.1 3.7 27.8 86.7 13.3 
2009 9,012 1,370 10,382 37,892 23.8 3.6 27.4 86.8 13.2 
2010 9,659 1,363 11,022 38,894 24.8 3.5 28.3 87.6 12.4 

 
a who made one contribution in the year. b Based on ILO esti-
mate. 
 
Sources: Contributors based on SSS, 2011d; GSIS, 2001a-2010b, 2011a. EAP based on BLES, 
2005, 2010a, 2011a (see series for 1987-2010 in Appendix 1). 

 
 
The majority of those covered are in SSS, whose share climbed from 84.5% to 
87.6%, whereas the share in GSIS decreased from 15.5% to 12.4% (Table 1). This is 
a result of the expansion of coverage of SSS and a subsequent 39% rise in the 
number of contributors (higher than the 26% increase in the EAP) while contribu-
tors in GSIS rose by only 7% due to small increase in state employment. Despite 
the expansion of SSS coverage, about 71% of the EAP is not covered. The global 
crisis did not cut down the number of contributors, although it stagnated in GSIS 
in 2008; while, the rate of growth slowed down in SSS.  
 
Table 2 demonstrates the significant difference in estimating statistical coverage of 
the EAP by SSS based on “members” and “contributors” (data on GSIS members 
were unavailable). In 2010, coverage based on members was 74%; while, coverage 
based on contributors was only about one third or 24%. Undoubtedly, calculations 
based on members overestimate coverage, but those based on contributors also in-
volve some underestimation because one single contribution in a year does not as-
sure entitlement to a pension. On the other hand, it is reported that the average 
SSS member contribution in 2010 was about seven months instead of one (Edralin, 
2011-I). Furthermore, a member who ceased to contribute may do it later and earn 
the right to a pension. Still, estimates based on contributors are more reliable albe-
it a more accurate measure is needed.  

                                                 
14  Asher (2009) suggests a positive correlation between per capita income and the coverage ratio. 
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Figure 1. Coverage of EAP by Contributory Pensions based on Contribu-
tors in SSS and GSIS, 2000-2010 

 
 

Source: Table 1. 

 
 

Table 2. Coverage of EAP based on Members, Contributors, and Members 
who Contribute in SSS, 2000-2010 (in percentages) 

 
Years 

             Coverage  
Members      Contributors 

  Members/ 
Contributors 

 

2000 73.2 22.5 30.7 

2001 71.7 21.3 29.7 

2002 71.6 21.3 29.7 

2003 72.5 21.2 29.2 

2004 71.6 20.9 29.2 

2005 73.8 21.6 29.3 

2006 75.3 22.4 30.0 

2007 75.2 22.2 29.6 

2008 75.4 24.1 31.9 

2009 74.5 23.8 31.9 

2010 74.0 24.8 33.5 
 

Source: Based on SSS, 2011d 

 
 
SSS members who contributed decreased from 30.7% to 29.2% in 2000-2004 but 
increased to 33.5% in 2010 - still only one third of total membership15 (Figure 2). 
Although there were no available data on GSIS members, it was hypothesized that 
the percentage of its members who contribute is higher because the majority of the 

                                                 
15 Coverage in SSS health-care program (PhilHealth) is much higher: official coverage is 82% of the population in 2009, but there 
are lower estimates (Orbeta, 2011) 
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members are in the formal sector16 and their contributions are automatically de-
ducted from their salaries, whereas part of the SSS are informal (but see II-E-3) .  
 
The 1990 actuarial valuation of the pension scheme recommended measures to re-
duce the number of non-contributing members, but the 2007 actuarial valuation 
assumed that “the compliance of members in paying contributions will slightly in-
crease” (SSS, 2007b, 2011e). Verceles and Pineda (2009) assert that “the total 
membership of 27.38 million as of March 2008 is close to ten million more than the 
membership in 1996, prior to the enactment of the [1997] Social Security Law.”  
The number of SSS contributors in 1996 could not be obtained, but there was an 
increase of 2.7 million contributors in 2000-2010 (39%).  

 
 

Figure 2. Coverage of EAP based on Members and Contributors, and 
Members who Contribute in SSS, 2000-2010 (in percentages) 

 
 

Source: Table 2. 

 
 
3. Statistical Coverage of the Elderly Population 
 
A non-contributory pension program for the elderly extreme poor began in 2011, 

hence, estimates in Table 3 refer to coverage of those at age 60 and over who re-
ceived a contributory old-age pension from SSS and GSIS in 2000-2010.  
 
Coverage is very low although augments from 8.3% to 15.2% - 13 percentage points 
lower than the coverage of the EAP (Figure 3).This estimate is more accurate than 
the coverage of the EAP because it refers to persons receiving pensions. However, if 
the elderly covered by survivor/disability pensioners were added, said coverage 
would be somewhat higher. Pensioners in separate schemes (i.e., AFP-RSBS, other 
uniformed personnel and judges) were 166,768 in 2010 or 2.6% of the population 

                                                 
16 Nevertheless there are informal workers in the government sector who do community work for a small allowance and are not 
covered by GSIS; the Magna Carta for Workers in the Informal Economy request such coverage (Verceles and Pineda, 2009).  
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age 60 and over and when added to the 15.2% in Table 3, the total coverage was 
17.8%.17 

 
 

Table 3. Coverage of Population 60 and Over by Old-Age Contributory 
Pensions in SSS and GSIS,    2000-2010 

Year 
Popula-
tion 60+ 

Pensioners 60+ 
with old age pen-

sion 
Total a 

Coverage 
(%) 

SSS GSIS 
2000 5,557 359 105 464 8.3 

2001 5,821 388  108 496 8.5 

2002 6,123 419 119 538 8.8 

2003 5,906 454 120 574 9.7 
2004 5,498 479 131 610 11.1 
2005 5,641 508 128 636 11.3 
2006 5,415 550 140 690 12.7 
2007 5,598 597 149 746 13.3 
2008 5,817 643 179 822 14.1 
2009 6,025 698 188 886 14.7 
2010 6,282 757 198 955 15.2 

    
a  Excludes those receiving disability and survivor pensions who are 60 years old and over. 
 
Source: Based on BLES, 2011c; 2002 from GSIS, 2011c. 

 
Figure 3. Coverage of Population Age 60 and over by Contributory Pen-

sions in SSS, 2000-2010 

 
 

Source: Table 3. 

 
4. Reasons for the Low Coverage of the EAP and the Elderly 
 
EAP coverage based on SSS and GSIS contributors was 28% in 2010. Although 
some under-estimation is involved for the reasons explained, this estimate is more 

                                                 
17  Pensioners in separate schemes in 2010 were: 111,000 were from the armed forces, 49,379 policemen, 4,316 firemen, 1,477 jail 
personnel and 596 judges (based on BLES, 2011c; Marayag, 2011-I) 
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reliable than the inflated 75% based on members with one single contribution in 
their working lives. Despite significant efforts to extend legal coverage, about 71% 
of the EAP is not covered for the following reasons: a) a large informal sector that, 
despite legal extension, remains largely uncovered; b) difficulties in enforcing com-
pliance and high evasion; c) significant open unemployment and underemploy-
ment; and d) high poverty incidence. 
 
a) Large informal sector that remains uncovered 
 
According to the official definition, the informal sector includes own account 
workers (self-employed and employers18) and unpaid family workers; private 
household workers (domestic helpers) and paid family workers are excluded from 
such definition although they are considered informal in many other countries 

(BLES, 2011b). In 2010, the formal sector was 48.8% of the EAP, where 40.4% was 
composed of private salaried employees and 8.4% were public employees. The 
informal sector accounted for 51.2% of the EAP, where 34% were own account 
workers (30.2% self-employed and 3.8% employers), 11.5% were unpaid family 
workers, 5.3% were domestic helpers, and 0.3% were family paid activities or own 
business. In 1987-2010, there was a five percentage point increase in the share of 
formal employment—concentrated in private employment, as public employment 
stagnated—and a 5-point decrease in the share of informal employment, 
particularly self-employed and unpaid family members given that the share of 
employers stagnated (based on Appendix 2).The informal sector as percentage of 
the employed EAP decreased from 54.8% to 42.2% in 1980-2010 but still remained 
very high (Table 4 and Figure 4)19. Trade unions estimate a higher percentage of 
informality because many jobs in the formal sector are actually short-term, 
seasonal, casual and unprotected. Employers minimize permanent employment 
and outsource the rest. Subcontractors should legally cover their workers on social 
insurance—the principal company is liable if the contractor does not comply—but 
in practice they circumvent the law dissolving the sub-contracting company and 
creating a new one or hiring workers for only three to four months before the six 
months required to gain permanency (Edralin, 2011-I).The global crisis has affected 
informal laborers more than other workers because they have very low or no access 
to social insurance (Pineda, 2010). 
 
 
 
 
 
 
 
 
 

                                                 
18 Employers are defined as persons working in their own business, farm, profession or trade, and having one or more regular em-
ployees including family members. This scope is quite wide since it includes microenterprises with one single employee that could be 
a family member.  
19 Among six East and Southeast Asian countries, the Philippines ranked fourth to have the highest informal sector in urban em-
ployment, below Cambodia (close to 70%), Thailand and Indonesia, and above Korea and Singapore (less than 10%) (Asher, 2009). 
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Table 4.  Percentage of the Employed EAP in the Formal and Informal 
Sectors, 1980-2010 

 

Year Formal Informal Year Formal Informal 
1980 40.3 54.8 1996 42.5 48.9 
1981 39.4 55.2 1997 46.6 49.3 
1982 38.2 56.1 1998 46.1 48.0 
1983 39.1 55.1 1999 45.9 48.3 
1984 42.3 50.5 2000 45.0 43.8 
1985 41.5 51.7 2001 44.0 44.9 
1986 40.1 53.2 2002 43.2 45.4 
1987 39.6 50.7 2003 44.4 44.2 
1988 40.8 49.7 2004 45.9 42.2 
1989 41.9 48.9 2005 45.9 45.0 
1990 41.7 49.7 2006 47.3 45.6 
1991 40.8 48.6 2007 48.2 44.3 
1992 40.5 49.6 2008 48.5 44.1 
1993 40.1 50.6 2009 49.3 43.2 
1994 40.9 49.6 2010 50.5 42.2 
1995 41.8 48.6    

 

a  Difference to 100% are the unemployed. Informal sector includes own account work-
ers (employers and self-employed) and unpaid family workers.  
 
Source: BLES, 2005, 2010a, 2011a.  

 
 

Figure 4. Percentage of EAP in Formal and Informal Sectors, 1980-2010 

 
 

Source: Table 4. 

 
 

In addition to formal employees, legal coverage is compulsory for employers with at 
least one employee, self-employed professionals, farmers and fishermen, domestic 
helpers, informal sector workers in general, agricultural workers not paid a regular 
daily wage, and parents employed by children and vice versa. Based on contribu-
tors, joint coverage by the SSS and GSIS of formal employees declined from 51% to 
44.6% in 2000-2010 where the coverage of public employees was higher than the 
private employees. Self-employed/microenterprise employers fell from 9.9% to 
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5.6%, whereas coverage of OFW rose from 12% to 16.8% and that of voluntary 
members increased from 1.4% to 4.7%. In 2010, formal employee coverage was 
eight times higher than that of the self-employed, nine times than that of voluntary 
members, and 2.6 times than that of OFWs (Table 5). 
 
 

Table 5. Coverage of each Type of Insured Worker in SSS and GSIS, 2000-
2010 (in percentages)a 

Year Employed  
Self-

Employed b 
Voluntary 

c 
OFW  

2000 51.1 9.9 1.4 
 

2001 47.9 8.9 1.9 
 

2002 47.6 8.1 2.5 
 

2003 45.6 7.2 2.9 
 

2004 43.7 6.2 3.1 11.9 
2005 46.3 5.7 3.0 11.3 
2006 45.7 5.5 3.3 13.3 
2007 45.5 5.3 3.5 14.7 
2008 46.2 5.5 4.0 15.3 
2009 44.1 5.4 4.5 15.3 
2010 44.6 5.6 4.7 16.8 

 

a Based on active contributors. b Includes microenterprise employers. c Non-working 
spouses and separated SSS members.  
 
Source: Based on data from BLES, 2005a, 2010a; SSS, 2011d; GSIS, 2011a; POEA 2005-
2010. 

 
 
Consistent with the previous data, the percentage distribution of total SSS contrib-
utors by type of worker in 2000-2010 decreased from 79.4% to 76.3% among for-
mal employees, (including domestic helpers) and also declined from14.5% to 7.2% 
among regular and expanded self-employed (including farmers, fishermen and em-
ployers). It rose from 4.8% to 14% among voluntary affiliates and from 1.3% to 
2.5% among OFWs. The total increase in covered contributors during the period 
was 39%, but employees augmented were at 134%, OFWs at 178% and voluntary 
affiliates at 302%. The self-employed dropped by 31% (based on Appendix 
3).Unpaid family workers, domestic helpers and the self-employed, which comprise 
the generally labeled informal sector, were not disaggregated. However, the self-
employed comprised 7% of those covered (and declining in absolute terms) whereas 
the informal sector was 42% of the EAP. On the other hand, those voluntarily cov-
ered (i.e., separated SSS members, non-working spouses and OFWs) substantially 

rose both in percentage and absolute terms. Therefore, the important expansion of 
legal coverage had positive results on voluntary members but not on the self-
employed, the coverage of which had shrunk in absolute and percentage terms 
since 2000.  
 
b) Difficulties to enforce compliance and high evasion 
 
The scope of legal coverage of informal workers, farmers, domestic helpers and so 
forth in the Philippines is quite wide both within the developing countries and in 
East and Southeast Asia, but effective enforcement is usually poor. Only 33.5% of 
SSS members contributed in 2010 with an increasing trend since 2001, but there 
are indications of significant evasion and payment delays, which partly explain the 
low coverage.  
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Evasion and payment delays are due to several causes: 1) detection, registration 
and collection of contributions are difficult because informal workers are dispersed 
and they lack a contributing employer who deducts the worker’s contribution and 
sends it to social insurance; hence, the worker must take the initiative to enroll 
and pay regularly; 2) the contribution of the self-employed and other informal 
workers is the sum of the percentage contributions of employers and employees in 
SSS where the tax burden is much heavier on the self-employed and informal 
workers at 10.4% than the 3.33% imposed on salaried employees in the formal sec-
tor; 3) most of these workers earn low and irregular income;20 and 4) SSS inspec-
tion of compliance is concentrated on the largest enterprises - leaving out small 
employers, informal, and non-salaried agricultural workers (see II-E-3). 
 
Domestic helpers represented 5.3% of the employed EAP in 2010 but only 0.4% of 

those were insured (about 7% are covered). They are salaried workers and have 
compulsory coverage, but many of them lack a contract. Collusion among employ-
ers to avoid paying contributions is probably common, and even those domestic 
helpers who would like to become SSS members are afraid to report employer’s 
non-compliance because it could result in their dismissal. Only 6,000 of house-
wives are SSS members but almost half of all women could be classified as non-
working spouses. The number of OFWs rose from 933,419 to 1,470,826 in 2004-
2010 (POEA, 2005- 2010), where only 16.8% were members in 2010.21Higher esti-
mates show that there are 8 million documented OFWs and 2 million undocument-
ed, with a net emigration of 300,000 annually (Capulong, 2011-I). 
 
c) Significant unemployment and underemployment 
 
Open unemployment rose from 8.4% of the EAP in 1990 to 11.8% in 2004. Data for 
2005 and thereafter are not comparable to previous years due to a new unemploy-
ment definition. The new series indicates declining unemployment from 8% to 7.4% 
in 2006-2010 despite the crisis (see Appendix 1). Still, it is one of the highest un-
employment rates in Asia (UNDP, 2010a). Underemployment, on the other hand, is 
estimated at 19.4%. These are factors that contribute to low social insurance cov-
erage. Combining unemployment in 2010 with the informal sector and domestic 
helpers results to 53% of the EAP being in a vulnerable situation. This estimate ex-
cludes underemployment, as well as farmers, peasants and other non-salaried ag-
ricultural workers (51% of the population resides in rural areas and 34% of the 
EAP was in agriculture in 2009). 
 
d) High poverty incidence 
 
Poverty incidence among households declined from 28.3% in 1991 to 20% in 2003, 
and thereafter stagnated. Poverty incidence among the population (individuals) was 
higher; it decreased from 33.1% to 24.9% in 1991-2006 but rose and stagnated at 
26.5% in 2006-2009. Individual poverty increased by 3.3 million in 2003-2009 or 
17% (Table 6).22 There are indications of a resurgence of poverty aggravated by the 
global crisis, typhoons and El Niño phenomenon that severely affected the economy 

                                                 
20 About 27% of the employed labor force earns less than US$1.25 daily, and that percentage is the sixth highest among 14 East 
Asian countries (UNDP, 2010a).  
21 Some OFWs do not declare wages abroad and send money to their relatives in the Philippines to pay contributions at a lower 
ceiling (Edralin, 2011-I). 
22 Higher estimates of population poverty incidence are given by ADB (2009): 33% in 2000, 30% in 2003 and 32.9% in 2006; and 
by NAPC (2011): 33% in 2006, and 29.7% to 32.9% in 2009. The Social Weather Station (SWS) also reports higher figures in per-
ception surveys (Orbeta, 2011-I). 
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in 2009 although a recovery occurred in 2010 (Manasan, 2009a; Orbeta, 2011; Ap-
pendix 15). Population poverty incidence was estimated at 33% in 2010 (NAPC, 
2011). 
 

 
Table 6. Poverty Incidence among Households, Population and Selected 

Groups, 1991, 2003, 2006 and 2009 

Year 
Household Population 

Magnitude % Magnitude % 

1991 
 

28.3 
 

33.1 
2003 3,293,096 20.0 19,796,954 24.9 
2006 3,670,791 21.1 22,173,190 26.4 
2009 3,855,730 20.9 23,142,481 26.5 

Year 
Individual Poverty Incidence in each Group (%) 

Women Elderly 
Formal and 
Migrants 

Farmers Fisherman 

2000 32.3 28.0 18.7 46.6 50.8 
2003 29.0 18.4 18.4 42.4 43.6 
2006 30.1 20.3 19.5 44.0 49.9 

 
Source: Based on NSCB, 2011; Appendix 4. 

 
 
Individual poverty incidence is well above the national average among fishermen 
and farmers (50% and 44%, respectively, in 2009), also higher among women than 
men (30.1% and 22.7%23), and in rural over urban areas (74.8% and 25.2%). The 
lowest poverty incidence—below the national average—was registered among formal 
workers and migrants (19.5%); the clustering of these two groups probably hides a 
lower incidence in the formal sector that is covered by the SSS, GSIS and the sepa-
rate schemes. Poverty among the elderly is lesser than the national average (20.3% 
vis-à-vis 26.5%) despite the low coverage of that group by contributory pensions 
and the lack of a non-contributory pension. The reason is that the population 60 
and over has an average income higher than what is considered to be within the 
poverty line.24 
Population poverty incidence varies greatly among regions: it is below the national 
average in the NCR (4%) and Regions II, III, IV-A and the Cordillera Administrative 
Region (14% to 23%), but well above the average in Regions VIII, IX, X, the Auton-
omous Region of Muslim Mindanao, and Caraga (40% to 48%) (Appendix 5). It is 
hypothesized that the regions with the lowest poverty incidence have the highest 
social insurance coverage because they also have smaller proportions of informal 
and rural labor; the opposite is true of regions with the highest poverty.   

 
A regression analysis done in Latin America shows that for every 1% increase in 
informality, the EAP coverage for pensions falls by 1%. Similarly, for each 1% in-
crease in poverty incidence, coverage shrinks by 0.33 % (Mesa-Lago and Cas-
taneda-Angarita, 2011). Such analysis has not been done in East and Southeast 
Asian countries, but it is highly probable that a similar relationship exists. The very 
high informality and poverty incidence in the Philippines must be significant fac-
tors in the low EAP coverage.  
 
 

                                                 
23  Estimated by the authors based on general and female incidences and equal gender shares in the population. 
24 The annual average per capita income of those age 60 and over is PhP 41,000 whereas the average per capita of poverty thresh-
old is PhP16,000 (Orbeta, 2011-I). 
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5. Recent Positive Measures  
 
Responding to the pressure of informal workers and other groups and to improve 
its finances, SSS has opened new channels to facilitate affiliation and payment of 
contributions (see II-E-1). An employer/self-employed online business clearance 
system was established using point-of-service terminals in local government units 
for the issuance and renewal of business licences. The Automatic Debt Arrange-
ment (ADA) allows informal workers to make their monthly contributions through 
accredited banks via automatic debit from their savings accounts or over-the-
counter payments. Workers can open a savings account with only PhP 100 instead 
of the regular PhP 2,000 to PhP 5,000 minimum deposit, and a maintaining bal-
ance of PhP 100. SSS and DOLE ensure rapid processing of applications for mem-
bership. ADA gives flexibility to informal workers to deposit money when they earn 

it, and facilitates payments to SSS. The savings account is an incentive for further 
deposits. In 2008, an evaluation of ADA detected some problems: 1) absence of in-
come impedes payment or deduction of the monthly contribution, thus generating 
irregularity in payments and a high default rate; 2) many members admitted it was 
difficult for them to save and many who did had to withdraw their deposits to com-
pensate for urgent needs; 3) bank payments were accepted only on Fridays, deposit 
slips were sometimes not available, the bank teller was not present, and other de-
positors were given priority (indications of discrimination against ADA partici-
pants); and 4) SSS reports that only just over 1,000 ADA members remain active 
(Verceles and Pineda, 2009).   
 
Well-organized demonstrations by the elderly, helped by NGOs, influenced in 2010 
the enactment of the Expanded Senior Citizens Act that created a “social” (non-
contributory) pension for citizens age 77 and over who are poor and do not receive 
a pension. This benefit began in 2011 and is being managed by the DSWD (RA No. 
9995 of 2010; Rocamora, 2011-I).     
 
In 2011, SSS started accrediting cooperatives as collecting agents of self-employed 
and voluntary members for both contributions and loan payments. About 23,800 
cooperatives are active with a combined membership of 5.8 million people. They 
can file applications to SSS for accreditation and, if they pass a financial evaluation 
and are in good standing, can begin collecting contributions and earning a service 
charge for each transaction (SSS, 2011g).   
 
To enrol more OFWs, the SSS has signed bilateral agreements on social security for 
Filipino emigrants (in Austria, Belgium, Canada, France, Israel, Japan, Korea, 
Netherlands, Spain, Switzerland, Quebec and UK) and established foreign offices to 
promote its programs for OFWs (SSS, 2010b). The SSS recognizes, however, that 
coverage of OFWs should be mandatory instead of voluntary (Serrano, 2006).   
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Benefits 
 
1. Overall View of Available Benefits 
 
Benefits vary according to schemes and types of worker as Box 3 shows: retirement 
(old-age), common disability, and survivors benefits are offered in all schemes for 
formal workers (SSS, GSIS and separate schemes). OFWs have voluntary retire-
ment and life insurance as well as coverage on work-risks by OWWA; the unem-
ployed, housewives and dependent children have voluntary or none. 
 

 
Box 3. Social Security Pension and Related Benefits by Sector and Groups, 2011 

Risks/ Contingencies 

Formal Sector Workers 
Unemployed, 
Housewives, 
Dependent  

Children 

Extreme 
  Poor  
Age 77+ 

Public Sector Private  Sector  

Two major 
schemes 

AFP-RSBS & 
separate 
schemes  

Domestic OFW 

Retirement/ Old age  GSIS All SSS Voluntary in 
SSS 

Voluntary in 
SSS 

Social 
Pension 

Common Disability GSIS All SSS Ibid Ibid No 
Common Death (Survi-
vors) 

GSIS All SSS Ibid Ibid No 

Work-Related Risks 
Disability & Death 

ECC ECC (judiciary 
its own) 

ECC OWWA No No 

Mutual Fund /  
Provident Fund 

GSIS (optional), 
mutual fund 

AFP-RSBS prov-
ident fund 

SSS (optional) 
provident fund  

No Voluntary No 

Separation due to un-
employment& other 
causes 

GSIS AFP-RSBS No No No No 

Life insurance GSIS: compulso-
ry; additional & 
private insurers 

(voluntary) 

Judges GSIS, 
rest varies, 

some volun-
tary, PNP work-

related 

Private insurers 
(voluntary) 

OWWA, 
 Voluntary 

with private 
insurers  

Voluntary with 
private insur-

ers  

No 

Funeral aid GSIS All SSS No No No 
Lending program GSIS  AFP-RSBS& 

judges by GSIS 
SSS  OWWA Voluntary in 

SSS 
No 

       

Source:  Legislation compiled by authors; Aguja, et al, 2011-I; Edralin et al, 2011-I; Orbeta, 2011. 
 

 

 

 
2. Entitlement Conditions and Calculation of Benefits 
 
There are significant differences between legal entitlement conditions and calcula-
tion/amount of benefits between GSIS and SSS, as well as with separate schemes 
of the armed forces, veterans, policemen, firemen, jail personnel, coast guards and 
justices/judges. Separate schemes have the most generous conditions/benefits, 
followed by GSIS. It is strictest in SSS.  
 
a) SSS and GSIS 
 
The comparison of entitlement conditions and calculation of benefits between SSS 
and GSIS is complicated by the use of diverse terms for the same item such as Av-
erage Monthly Salary Credit (AMSC) and Average Monthly Compensation (AMC) for 
the average base salary on which the pensions are calculated. A standardization of 
those terms would simplify the understanding and comparisons (Box 4). 
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Box 4. Entitlement Conditions and Calculation of Benefits in SSS and GSIS, 2011 

Benefits SSS GSIS 
Retirement (old-age)   
Age and years of contribution  60+ 10 or 65 + 10 a   60+15, 65 + 15 (compulsory) 

Employment Must cease with 60,not with 65 May continue c 
Minimum pension 
 
 
Maximum pension 

-10 years contribution=PhP1, 000; 10 
years=PhP1, 200; 20 years= PhP2, 400.  

 
No  

No, the member receives based on the contribu-
tions paid 

 
 

AMC 
Base salary Highest in last 5 years or average last 6 

months. 
AMC in last 3 years 

 
Calculation of pension 
 

AMSC Minimum PhP1,000   
 AMSC Maximum PhP15, 000. 
Pension: highest of 3 options:  

1) PhP300 monthly + 20% of AMSC for 
each CYS + 2% for each CYS exceeding 

10 yrs;  
2) 40% of AMSC, or 3) PhP1,000 

monthly b 

No salary ceiling 
Age 60 + 15 year service, 2 options: 

1) lump sum = 18 months BMP + life monthly 
pension paid right after retirement, or 2) lump 
sum=60 months BMP+ life monthly pension 

after 5 years 
 age 60 +15 yrs service: 18-month lump sum 

+life pension starting at age 60 
Dependents supplement 10% of BMP or PhP250 monthly b 10% of BMP, maximum 5 dependents from 

youngest w/o substitution 
Extra 13th month Yes b  Cash gift= monthly pension or maximum sum 

provided 
Pension adjustment Ad hoc, based on change in pric-

es/salaries & financial situation, ap-
proved by Commission b 

Periodic adjustment as recommended by GSIS 
actuary and approved by Board 

Old-age grant Age 60 but-10 yrs service: Lump sum = 
all contributions paid at 6% interest 

If -15 y  

Disability (permanent total)   
Requirements, contribution 
years 

3 yrs in semester prior to disability 15yrs or less 

Benefits Pension: PhP 1,000 with -10yrs; PhP 
1,200 

with 10 yrs; PhP2,400 with 20 yrs. 
 -3 yrs lump sum=MBP x yrs or MPB x 

12yrs 

15 yrs: 18 BMP + monthly pension;  
-15 yrs: monthly pension 

Assessment of disability SSS physician, must submit to exam Approved by GSIS Department (MEUD) 
Termination Recovery, re-employment or refusal  

to take annual exam 
Recovery, re-employment or refusal  

to take annual exam 
Survivors   
Requirements Death of pensioner with 3 yrs contribu-

tions prior to death 
Death of pensioner or active member  

Beneficiaries l-
dren 

 (-21 or disable) 

 
(-18 or -21 depending on retirement mode or 

disable) 
Pensioner: spouse 50% of BMP (with ceiling),  

Children each 10% BMP 
Active: 15 yrs 18-months lump sum + pension;  

-15 yrs lump sum = AMC x each yr. service 
Separated with 15 yrs: pension 

Amount of pension 100% of old-age pension, divided be-
tween spouse and up to 5 children 

 
Survivors grant 

 
Lump sum if less than 3 years of contri-

bution 
Other benefits   
Life insurance No Compulsory: annual dividends, loans, disability, 

death, cash surrender value; additional voluntary  
Funeral benefit PhP 12,000; PhP 18,000 with 5 years 

contribution; maximum: PhP20,000  
PhP 20,000 

Lending Salary, housing, business loans To employees and pensioners 
Unemployment/involuntary 
separation 

No 1 to15 yrs service: 50% of AMC for 2-6 months 
based on contributions prior to contingency 

Credit Years of Service (paying contributions). GSIS: AMC: Average 
Monthly Compensation; BMP: Basic Monthly Pension. 
a With 60 may receive the first 18 months of pension in a lump sum;  self-employed retire at age 65 (minimum AMSC of PhP 5,000), min-
ers retire at 55. b Applicable to persons with disability and survivors. c If 65 with less than 15 years can continue service. 
Source: Based on legislation compiled by authors (see References); Defeo, 2011-I.  
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Two different conditions are required for retirement: age 60 for both sexes with 10 
years of contribution in SSS and 15 years in GSIS (in SSS, employment must 
cease but it may continue in GSIS); and age 65 with 10 years of contribution in 
SSS and 15 years in GSIS (optional in the former and compulsory in the latter) 
and employment may continue in both. The law does not refer to “normal” and 
“early” retirement although some international comparisons give 65 as “normal” 
and 60 as “early” (OECD-WB, 2009). The retirement age of 60 is above average in 
East and Southeast Asia albeit low relative to life expectancy in Philippines, 
which at birth is 74.8 years but must be higher at age 60.25 The SSS’ 10 years re-
quirement for payment of contributions is short compared with other developing 
countries.26 After meeting this requisite, there is an incentive for collusion of 
workers and employers to underreport wages (Edralin, 2011-I). The SSS bans re-
employment to those who retire before age 65 (unless they earn less than PhP 

500), hence, impeding them to supplement their meager pensions and contribute 
their skills and expertise to the economy. The base salary to calculate the SSS 
pension is the highest in the last five years or the average in the last six months, 
which creates a perverse incentive to underreport salaries in the early years of 
employment and/or artificially inflate the pay at the end (Mesa-Lago, 2008; Ma-
nasan, 2009b). GSIS does not have a salary ceiling for contributions and sets a 
maximum pension of 90% for the AMC.27 The ratio of the SSS average monthly 
old-age pension (PhP 3,524) to the minimum monthly pension with 10 years of 
contributions (PhP 1,200) is 2.9, which is an adequate ratio. 
 
Average gross replacement rates were given as 67% for SSS in 2006 and 61.7% for 
GSIS in 2010 (GSIS, 2011c; SSS, 2011i). Officials told the authors to confirm such 
rates in the actuarial valuations of 2007 and 2010 but they could not be found. 
Based on three average individual earnings, the OECD gives 67.8% as the SSS re-
placement gross rate, the third men highest and the women highest among 13 
countries in East and Southeast Asia, including Japan, Korea, Hong Kong, Singa-
pore and Malaysia (more developed than Philippines), as well as above the OECD 
average for 30 countries (including the most developed in the world). The SSS aver-
age net replacement rate (gross rate minus contributions on pensions) was the 
highest for both sexes with a couple of exceptions (OECD-WB, 2009: 28-30). Using 
OECD comparative data, the GSIS gross rate of men is the fourth highest and the 
women rate the second highest. It has been proven that SSS/GSIS rates are very 
high and cannot be sustained in the long run (TSG, 2007). The AFP-RSBS replace-
ment rate is 138% of salary and in terms of longevity; it certainly is the highest in 
Asia and among the highest in the world. 
 
The calculation of pensions is quite complex, with multiple options, particularly in 
GSIS. GSIS offers either a lump sum or a pension or a combination of both. SSS 
members who meet the age but not the required contributions are given a grant 
equal to the sum of the contributions paid with 6% interest; GSIS members young-
er than 60 and with less than 15 years of service do not qualify for benefits. Disa-
bility and survivor benefits vary significantly and cannot be summarized here. GSIS 

                                                 
25 In 13 East and Southeast Asian countries, ages of retirement are 62-65 in the four most developed (Japan, Hong Kong Korea, and 
Singapore), 60 in two (Brunei and the Philippines), 60 men and 55 women in three (China, Taiwan and Vietnam), and 55 in four 
(Indonesia, Malaysia, Thailand and Sri-Lanka).Most of these countries allow for earlier retirement. Provident funds usually set age 55 
to start withdrawal (OECD-WB, 2009; US-SSA/ISSA, 2011). 
26 In six East and Southeast Asian countries, the required years of contribution range from 15 to 35 years, and in half of 20 coun-
tries in Latin America, the range is 20 to 35 years (Mesa-Lago, 2008; US-SSA/ISSA, 2011). 
27 AMC=(total salary in last 36 months/36)+PhP700 constant. 
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has life insurance but SSS do not. The funeral benefit from GSIS is PhP 20,000 and 
at the range of PhP 12,000-18,000 from SSS. 
 
 

 

Box 5. Entitlement Conditions and Benefits in Separate Schemes, 2011 

 

Benefits Armed Forces 
(AFP-RSBS) 

Veterans  Policemen  
(PNP) 

Firemen 
(BFP) 

Jail/Penology 
(BJMP) 

Coast Guard Justices/ 
Judges 

Retirement  
Age & 
service 
years 
 

1) 56 regardless 
service or 

30 years of ser-
vice regardless of 

age 

65 regardless  
service 

1)56 regardless service or 20 years of service regardless of age (30 years for Coast Guard) 1) 60 + 15  
service or  

70 regardless 
service (obliged) 

Others 2) Age 60 + 15 
service 

 2) Early: 10 years of 
service, 3 prior to 

retirement 

2) Early: 
Age 56 and 15 
years of service  
-20 years of ser-
vice for the sepa-

ration pay  

2) Early: 
Age 56 and 15 
years of service  

2) Early:  
20 years of service 

regardless age 

2) - age 70 and  
-20 years of 

service 

Base salary 1) Max: 85% of 
salary + longevity 

of next higher 
grade 

 1) Max: 90% of salary + longevity of next higher grade for 36 years of service 
 

 

1) Highest 
month  salary + 

highest 
total allowances 

at retirement 
Benefits 1) Lump sum or 

monthly pension, 
2.5% each year 

of service 

PhP 5,000 
monthly 

 1)  50% of last  salary (75% Coast Guard) + longevity,  plus 2.5% for each year after 20, or 
3year lump sum (5 in PNP) & life pension  after 

1) Lump sum =  
5 times base 

salary, annuity 
after 5 years for 

life 
2) age 70 and 

 -20 yearsc 

2)  75%  month 
retirement pay 

 
Pension 
Adjustment 

All: Automatic to salary raise in previous post, except veterans 

Disability 
  Permanent 
Total 

20 years of service: 
50% of salary + 
longevity of next 

higher grade. 
-20 years of service: 

50% of salary + 
longevity pay 

From PhP 1,000 
(30% rate) to 

PhP 1,770 
(100% rate).  

 
If 100% rate: 
PhP500 for  

each spouse & 
minor child. 

 
At  age 70= 
100% rate 

 

1 year salary & life-
time pension= 80% 

last salary 

20 years of service: compulsory;  
- 20 years: separation pay + 1 ¼ 

months base pay + longevity of grade 
held 

20 years of service: 50% 
salary + longevity of next 

higher grade. 
-20 years of service: 
50% of salary + lon-

gevity  

Retired due to it, 
prior to retire-

ment: 
10-year salary + 

Allowances 

 
 

 

Not perma-
nent total 
or perma-
nent partial     
 
 
 

20 years of ser-
vice: month 

annuity 75% of 
salary + longevi-

ty.  
-20 years of 

service: 1 month 
+ longevity 

 If had it at re-
tirement: 7 years 

in lump sum. 
In both: if sur-

vives  
7-10 years, 

monthly annuity 
for life 

Survivors 
 
 

20 years service: 
annuity 75% of  
retirement pay. 

-20 years service: 
annuity 50% 

salary+ longevity 

Monthly: 
spouse/child 

each PhP 
1,000; 

parents, each 
PhP 1,000 

Not KIA 50% 

After 5 years of 
retirement: 

spouse/minor chil-
dren pension for rest 

of 5 years 

75% base pay + longevity + 1 year 
gratuity, if children until 

 age 18 
 
 

20 years of service: 
annuity 75% of  re-

tirement pay. 
-20 years of service: 
annuity 50% salary  

+ longevity 

After 15 years of 
service: lump sum 

10 years of  highest 
salary + allowance. 
Death -15  years: 5 
years KIS + 5 years: 

10years 

Other 
Benefits 
   Provident 
 Fund 

 
Savings, 6% 

annual interest:  
lump sum at 
retirement 

 
No 

 
No 

 
No 

 
No 

 
No 

 
No 

   Life 
 Insurance 

  Benefit for disabil-
ity  and death: 
natural, accident or 
KIAb 

No Work-related: major 
PhP 20,000, minor 

PhP 10,000, survivors 
PhP 25,000 

Under MBAI; voluntary for BFP 
Benefit for disability  and death: natu-

ral, accident or KIAb 

 

Recently covered under 
MBAI  

Under GSIS 

        
   Funeral 
 

Yes PhP 10,000                                                      3 months salary                         Php 30,000 member 
                                                                                                         PhP 5,000 dependent 

PNP, BFP, BJMP & Coast Guard work-related under ECC: PhP 3,000 

No 

Longevity: 10% of basic monthly salary for each 5 years of service, maximum of 50% of basic pay. aIncludes AFP disabled or death during active service with 20 yrs of 
service; excludes insurgency wars that are covered by Special Fund Office of the President. b Higher benefit for disability depends on face amount; natural death face 
amount & equity fund; accidental is 150% of face amount & equity fund; if killed in action (KIA), there is 150% of face amount, equity fund and PhP 50,000 given. 
 c [No. years/15 years] x [basic pay + allowances]. 
 
Source: Legislation compiled by authors; AFPMBAI, 2011; Alvin et al, 2011-I; Defeo, 2011-I; Marayag, 2011-I; Mintar, 2011-I; Perez et al, 2011-I; PSMBFI, 2011.  
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b) Separate schemes 
 
Entitlement conditions and benefits of the seven principal separate schemes are 
summarized and systematically compared in Box 5. 
 
AFP-RSBS are entitled to three benefits: provident fund; retirement, disability and 
survivors pensions; and veteran pensions. The Provident Fund Retirement, fi-
nanced with a 5% member’s contribution, earns a guaranteed 6% compounded in-
terest annually. During retirement, members withdraw the accumulated sum that 
is dependent on rank and service years. A rough average is PhP 100,000 for 30 
years of service (Marayag, 2011-I).28 For the non-contributory pension, retirement 
is at age 56 regardless of years of service, or with 30 years of service regardless of 
age (compared with age 60 or 65 with 10 or 15 years of service in SSS and GSIS). 

The earliest entry in the armed forces is at age 17 and training count as years of 
service (four for officers); hence, a military man can retire at age 47 with 30 years of 
service. Said pension is equal to 85% of the monthly salary plus longevity pay, both 
of the next higher grade to that of the member at the time of retirement (compared 
with SSS highest salary in five years or the average in the last six months, and the 
last-three years of AMC in GSIS). Members with 20 years of service become veter-
ans and, in addition, receive retirement, disability, and survivor’s pensions, which 
are also state-financed. A refund of all contributions to the system plus 4% interest 
is paid in a lump sum to officers and soldiers separated from the service (through 
no fault of their own). They are not eligible for retirement or separation benefits.  
 
Other uniformed personnel have diverse conditions. Regular retirement in PNP, 
BFP, BJMP and Coast Guard is at age 56 regardless of years of service, or 20 years 
of service regardless of age (with exception in the Coast Guard, 30). The benefit is 
either a pension equal to 50% of the last salary (75% in the Coast Guard) plus lon-
gevity pay and an additional 2.5% for each year after 20 years of service, or a lump 
sum for three years (or five years in PNP) and then a life pension. There is a maxi-
mum of 90% of salary plus longevity of next higher grade with 36 years of service. 
Early retirement is at age 56 with 15 years of service in BFP and BJMP, then 10 
and 20 years of service regardless of age in PNP and Coast Guard, respectively. En-
titlement conditions and benefits for common disability and survivors vary in the 
four schemes, but work-related contingencies have the same treatment under ECC. 
None of these schemes have a provident fund (same as in SSS), but they have life 
insurance of various types; funeral benefit is three months’ worth of salary in BFP 
and BJMP. Veterans have completely different conditions: retirement is at age 65 
regardless of years of service and receive PhP 5,000 monthly and PhP 10,000 for 
funeral benefit. 
 
Justices’ and judges’ retirement is at age 60 with 15 years of service and compulso-
ry at age 70 regardless of years of service. They receive a lump sum (gratuity) 
equivalent to five years of the highest monthly salary earned plus highest aggregate 
allowances; thereafter, they receive a monthly annuity for life based on that sum. 
Disability and survivor conditions/benefits are more generous than in the other 
separate schemes. They don’t have a provident fund but life insurance is provided 
by GSIS. 
 
 
 

                                                 
28 Survivors of soldiers who died in insurgency wars are paid a lump sum of PhP200,000 to PhP250,000 (Marayag, 2011-I) 
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c) Employment injury benefits 
 
The Employees’ Compensation Commission (ECC) compulsory covers work-related 
accidents or sickness provoking various types of disabilities and death. Covered by 
ECC are members of SSS (voluntary ones have a choice to join), GSIS, PNP, BFP, 
BJMP and Coast Guard. Casual, temporary, and contractual workers are excluded. 
General entitlement conditions and calculation of benefits are summarized in Box 
6. 
 
ECC benefits can be simultaneously received with those paid by common contin-
gencies in all covered schemes. An odd rule is that the SSS maximum contribution 
to ECC is PhP 10 but in GSIS is PhP 100, and yet minimum benefits by law are 
higher in the former. For example, it is estimated that the temporary total disability 

is PhP 200 daily in SSS but PhP 90 in GSIS (Villasoto, 2011-I), and the SSS funeral 
benefit is 2.6 times higher than that of GSIS. The ECC State Insurance Fund in 
SSS and GSIS is managed by each and must be expended on work-related benefits 
only, but ECC lacks real power to enforce that mandate. 
 
 

 

Box 6. Entitlement Conditions and Calculation of Benefits under ECC, in SSS, GSIS, PNP, BFP, 
BJMP and Coast Guard, 2011 

 
Work-related Risks Entitlement Conditions and Calculation of Benefitsa 

Disability  
Permanent total Disability lasts more than 240 days: monthly pension for life = MIB + 10% for each 

dependent child (maximum 5); minimum PhP 15,000; guaranteed for at least 5yrs 
and thereafter unless suspended if employee recovers on gets gainful employment. 

Permanent partial Loss of a body part and its use: monthly sum according to type of injury/disability, for 
3-50 months according to degree of loss; minimum PhP 2,000; payable in lump sum 
if less than 1 yr. 

  Temporary total Unable to work for less than 240 days: 90% of average daily salary for 120 days 
(extendable to 240 days). 

Survivors (death) Death of employee, benefit to spouse until remarries and to legitimate unmarried not 
employed children until age 21 or incapacitated: monthly pension = 80% of MBI + 
10% for each dependent child (maximum 5); minimum PhP 15,000; guaranteed for 
at least 5 and thereafter unless suspended. 

Funeral benefit PhP 3,000 (public sector), PhP 8,000 (private sector). 
Medical & rehabilita-
tion 
Services 

During disability unless suitable employment is found. 

 
MIB: monthly income benefit. a Benefits are enjoyable simultaneously with any not work-related social insurance 
benefits. 
 
Source: PD 626 of 1975; ECC, 2010; Villasoto, 2011-I  
 

 
Workers, or their dependents, suffering in work-related contingency must file a 
claim at the SSS or GSIS offices, with proper documentation. If the claim is disap-
proved by the branch office, the claimant can appeal to SSS or GSIS Employees’ 
Compensation department and if denied, appeal to the ECC. In case of rejection, 
the employee can take the case to the Court of Appeals. In 1975-2010, an annual 
average of 116,853 claims were submitted to SSS and GSIS, which peaked in 2008-
2009, for an annual average of PhP 844 million and a total amount of PhP 30 bil-
lion in the period (ECC, 2010, 2011). Once the claim is approved, benefits are paid 
by SSS and GSIS, therefore, ECC only hears appeals denied by the two major 
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schemes, but the percentage of claims handled and affirmed by ECC rose from 50% 
to 98% in 2000-2010 (BLES, 2010a). 
 
3. Number and Distribution of Pensioners  
 
Due to the maturing SSS and GSIS schemes, the joint number of pensioners dou-
bled in 2000-2010, from 952,030 to 1,830,096 (Appendix 6). SSS has the largest 
proportion of the total pensioners and showing an increasing trend from 83% to 
84%, whereas GSIS has the minority and is declining from 17% to 16%. The per-
centage distribution of total pensioners combining both schemes was fairly stable 
in the period. In 2010, it was 52.2% in old-age, 43.2% in survivors and 3.5% in 
disability. The ECC occupational-risk pensioners available only for SSS and ex-
cluded were 1% (Table 7). The share of old-age pensioners in the GSIS subtotal is 

68%, which is much higher than the SSS share at 50%, due to the former’s more 
mature pension scheme. The comparison of the distribution in the two schemes in 
2010 is shown in Figure 5. 
 

Table 7. Percentage Distribution of Total Number of Pensioners by Pension Program in SSS 
and GSIS, 2000-2010 

Years 
SSS GSIS a 

 
Old 
Age 

Disability Survivors Subtotalb 
Old 
Age 

Disability Survivors Subtotal Total 

2000 37.7 6.3 37.2 83.0 11.0 0.2 5.8 17.0 100 
2001 37.8 6.2 37.5 83.3 10.5 0.2 6.0 16.7 100 
2002 38.2 6.1 38.2 82.6 10.9 0.2 6.3 17.4 100 
2003 38.2 5.4 38.4 83.7 10.1 0.2 6.0 16.3 100 
2004 39.4 5.3 36.4 82.5 10.7 0.2 6.5 17.5 100 
2005 39.4 4.5 38.1 83.4 9.9 0.2 6.4 16.6 100 
2006 39.8 4.2 38.5 83.8 10.1 0.2 5.9 16.2 100 
2007 40.7 3.9 39.3 85.2 10.2 0.2 4.4 14.8 100 
2008 40.3 3.7 38.3 83.5 11.2 0.2 5.1 16.5 100 
2009 40.9 3.4 38.2 83.7 11.0 0.2 5.1 16.3 100 
2010 41.4 3.3 38.2 84.0 10.8 0.2 5.0 16.0 100 

 
a Year 2002 estimated by authors based on new pensioners in that year. b  Excludes EC pensioners because is  
not available for GSIS. 
 
Source: ased on absolute figures from Appendix 6. 

 
 

Figure 5. Percentage Distribution of Total Number of Pensioners in SSS and GSIS, 2010 

 

 
Source: Table 7 
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4. Adjustment of Pensions  
 
Compared with relatively liberal entitlement conditions and benefits, especially in 
GSIS, none of the two major schemes have a legal automatic mechanism for annual 
adjustment of pensions either to the cost of living (CPI) or salaries. In SSS, the ad-
justment is done “ad hoc,” without specifying the period. Theoretically, it is based 
on changes in prices and wages, although in practice, it is subordinated to the fi-
nancial situation and the approval of the Commission.29 The GSIS law sets “period-
ic adjustment” (also without specifying the period) as recommended by the actuary 
and as approved by the Board. Conversely, pensions in all separate schemes, ex-
cept for veterans, are automatically adjusted to salary increases of active personnel 
(Box 5). 
 
 

Table 8. Average Real Annual Pension per Pensioner in SSS, GSIS and AFP-RSBS, 
2001-2010 

Years 
Nominal Aver-
age Pension a 

(current pesos) 
Inflation CPI 

Real Pension 
(constant 2000 

prices) 

Index 
(2000=100) 

SSS      
      2000 30,454 4.0 1.000 30,454 100.0 

2001 31,858 6.8 1.068 29,830 98.0 
2002 32,038 3.0 1.100 29,125 95.6 
2003 31,875 3.5 1.138 28,010 92.0 
2004 33,430 6.0 1.206 27,720 91.0 
2005 32,627 7.6 1.298 25,137 82.5 
2006 32,950 6.2 1.379 23,894 78.5 
2007 37,183 2.8 1.418 26,222 86.1 
2008 39,340 9.3 1.550 25,381 83.3 
2009 38,791 3.2 1.600 24,244 79.6 
2010 38,440 3.8 1.661 23,143 76.0 

GSIS b      
2000 50,388 4.0 1.000 50,388 100.0 
2001 58,422 6.8 1.068 54,702 108.6 
2002 57,529 3.0 1.100 52,299 103.8 
2003 50,909 3.5 1.138 44,736 88.8 
2004 63,586 6.0 1.206 52,725 104.6 
2005 67,527 7.6 1.298 52,024 103.2 
2006 69,050 6.2 1.379 50,073 99.4 
2007 77,532 2.8 1.418 54,677 108.5 
2008 74,633 9.3 1.550 48,150 95.6 
2009 79,040 3.2 1.600 49,400 98.0 
2010 86,362 3.8 1.661 51,994 103.2 

APS-RSBS 
2007 107,782 2.8 1.000 107,782  100.0 b 
2008 131,604 9.3 1.093 120,406 111.7 
2009 148,830 3.2 1.128 131,941 122.4 
2010 174,631 3.8 1.171 149,130 138.4 

 
a Excludes EC in SSS to standardize the comparison. b There are no data for 2000-2006;2007=100. 
 
Source: Nominal average pension calculated by authors: SSS and GSIS based on number of pen-
sioners (Appendix 6) and annual expenditures on pensions (Appendix 7); AFP-RSBS 2010 and 
Marayag, 2011-I. For computations on average pensions by type see Appendix 9. 

 
 

                                                 
29 Asher (2009) reports that indexation provisions are applied unevenly in Asia-Pacific countries; some are applied sporadically. 
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In SSS, pensions were stagnant from the start of the program in 1957 until the first 
raise in 1966. In the 30 years during the period 1966-1996, SSS pension levels 
were raised from 10% to 20% annually in 18 years (twice a year in two of them) but 
with no increase in 12 years. Inflation slowed down from an annual average of 15% 
in 1980s to 9% in the 1990s. SSS benefits were not raised in 1997-1999 (SSS, 
2011i). In the first decade of the 2000s, inflation slowed down to 5.6% and pen-
sions were increased by 10% in 2000, 2006 and twice in 2007; an increase of 10% 
has been announced for 2011 (SSS, 2007b, 2011g). In nominal terms, all average 
pensions were increasing in 2000-2010 except pensions for disability in GSIS (see 
Appendix 8).   
 
For a better evaluation of the purchasing power of pensions, Table 8 estimates av-
erage annual pensions in real terms (adjusted for inflation) for SSS and GSIS in 

2000-2010, and AFP-RSBS in 2007-2010. The SSS real pension declined and by 
2010, it was 24 percentage points below the 2000 level. On the other hand, the 
GSIS real pension significantly fell in 2003 but by 2010 it was 3% above the 2000 
level, albeit 4% below the 2001 level. Conversely, the Armed Forces’ pensions were 
raised 21 times in 1981-2011 at an annual average of 11.3% for officers and 16.5% 
for enlisted personnel, and the real pension increased by 38% in 2007-2010. For 
trends among the three pension schemes, see Figure 6.  

 

Figure 6. Average Real Annual Pension per Pensioner in SSS, GSIS, and AFP-RSBS, 
2001-2010 

 
 

Source: Table 8. 

 
 

5. Non-contributory Pension for the Elderly Poor and other Social Welfare Programs 
 
The poverty situation in the Philippines has been briefly discussed (II-B-4-d). Pov-
erty incidence among individuals based on official data was 26.5% in 2009 but 
higher estimates showed poverty incidence to be around 29.7-32.9% for that year 
and 33% for 2010. In 2003-2009, the number of poor rose by 3.3 million, and the 
Philippines was the only country among six in East and Southeast Asia where ab-
solute poverty increased. Self-rated poverty averaged to 50-54% in 2004-2010. It is 
projected that, with a moderate 6% GDP rate in 2010-2016, the number of poor will 
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fall short of the Millennium Development Goal by 4 million persons in 2015(NAPC, 
2011). Poverty incidence among the elderly appears to be lower than the national 
average (20.3% and 26.5%) despite the low coverage of that group by contributory 
pensions and the lack of a non-contributory pension until 2011. More accurate and 
recent data are needed to measure such incidence among the elderly. 
 
There is a global debate on whether to use a targeted pension on the poor, or use a 
“universal” pension provided to all the elderly regardless of income. The latter is de-
fended contending that it is easier to administer and it does not convey the stigma 
of a targeted pension on the poor. On the other hand, “universal” pensions are 
more expensive than targeted pensions and provoke regressive effects because they 
are granted to high- and middle-income people and even to those who already re-
ceive a contributory pension. This last point is rebutted with the argument that in-

come from pensions of recipients who are not poor can be wiped out through a pro-
gressive income tax. Yet, in developing countries like the Philippines, the cost of a 
universal pension would be much higher than a targeted pension and, due to the 
relatively low share of the income tax in total fiscal revenue and also because of the 
poor tax-enforcement efficiency, such argument is not convincing (Mesa-Lago, 
2008).     
 
Most East and Southeast Asian countries lack a non-contributory pension, except 
for two of the most developed (Brunei and South Korea) countries that grant “uni-
versal” basic pensions. Meanwhile, in Latin America, seven countries at a similar 
level of development than the Philippines have non-contributory pensions: Bolivia, 
Belize, Ecuador, El Salvador, Guatemala, Honduras and Panama—all targeted on 
the poor (US-SSA/ISSA, 2011; Mesa-Lago, 2012). 
 
In the Philippines, a Coalition of Services for the Elderly (COSE), associated with 
the National Anti-Poverty Commission (NAPC), organized public demonstrations 
and marches during the Arroyo Presidency demanding for more social protection 
(Rocamora, 2011-I).30 In April 2011, early in the Aquino Presidency, a non-
contributory tax-financed “social pension” targeted on the poor (the crucial first pil-
lar of a pension system) was established and paid retroactively by January of that 
year. By mid-September, it covered 87,050 of the extreme poor (6.7% of the total 
elderly poor) who were at age 77 and above. This was a very high age that only few 
poor people are able to reach; hence, the goal was to reduce it to age 70. Due to 
budgetary restrictions, the 2012 target is 181,000 beneficiaries (14% of the elderly 
poor). The pension pays PhP 1,500 quarterly (PhP500 or US$ 12 monthly) to aug-
ment the beneficiaries’ daily food subsistence and medical needs that are subjected 
to a review every two years by the Congress. The poverty threshold is PhP 16,000 
annually or PhP 1,333 monthly (Orbeta, 2011-I), hence, the social pension is prob-
ably insufficient to cover basic food and medicine needs, although no study has 
been done yet (DSWD, 2011a). It is socially inequitable and regressive that huge 
fiscal sums (Php 29,011 million) are spent on non-contributory pensions for groups 
of medium and relatively high income (AFP, other uniformed personnel, and justic-
es-judges) and only a small amount (PhP830 million) for the protection of the elder-
ly extreme poor (see II-F-7). 
 

                                                 
30 In the midst of the 2008 crisis, the Philippines provided a one-time PhP500 benefit to persons age 70 and above that did not 
receive a pension (Manasan, 2009a). RA 9994 of 2010 granted senior citizens 20% discount and free taxes on consumers goods 
and services, including transportation, medicines, funeral and burial, hotels, restaurants, cinemas, theaters, etc.  
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In December 31, 2010, a list of 145,000 potential social pension beneficiaries was 
done by the National Household Targeting System for Poverty Reduction (NHTS-PR) 
using the Proximean Test. The DSWD local staff announced the list to the commu-
nity, and social workers at the local government units, through community-based 
monitoring, determined that 20-22% (non- poor) should not be in the list of poten-
tial beneficiaries and 30% (extreme poor) should also be included. About 51,000 
were disqualified because they were either dead, already receiving a pension, have 
a property, or having family support. Qualified poor who were not in the NHTS list 
shall be considered as replacements for those disqualified. DSWD regional office 
staff goes to the local governments, and the beneficiaries are notified and they are 
paid in cash every quarter. Although an evaluation of the impact of conditional 
cash transfers is planned for early 2012, social pensions are not included (Bautista 
and Inocente, 2011-I; DSWD, 2011a, 2011b; Rocamora, 2011-I).  

 
In addition to the social pension, the social welfare system includes the following 
programs: a) free primary health care services at government health facilities; char-
ity beds in public and private hospitals managed by the Department of Health 
(DOH); and subsidized health insurance for the poor (the latter 2011 target is 5 
million); b) multiple programs administered by the Department of Labor and Em-
ployment (DOLE) such as human capital formation, promotion of small enterprises, 
and jobs for the poor; c) conditional cash transfers (CCT) to extremely poor house-
holds to improve their health, nutrition and education, especially for children aged 
0-14 and for pregnant women - transferring up to PhP 1,400 monthly per family, 
20-25 of the poorest income); d) self-employment assistance program (SEA-K) 
providing access to credit and development opportunities to poor and disadvan-
taged groups, administered by the DSWD; e) Food for School Program that helps 
fight hunger and improves children’s school attendance, managed by the Depart-
ment of Education (DepEd); and f) Microfinance Lending Program of government 
financial institutions and owned or controlled corporations. The social welfare sys-
tem was strengthened in 2008 with the Philippine Economic Resilience Plan (ERP), 
a fiscal stimulus package of US$7.3 billion which was aimed at fighting the effects 
of the global crisis; and also by the anti-poverty strategy for 2010-2016 (Gonzalez 
and Manasan, 2002; ISSA, 2009; Manasan, 2009a; Rocamora, 2011-I). 
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Social Solidarity and Gender Equity  

 
1.  Social Solidarity 
 
The Philippine pension system is comprised of public programs that have elements 
favorable to social solidarity: 1) the legal expansion of SSS’ mandatory coverage to 
low-income informal workers, agricultural workers with irregular pay, farmers and 
fishermen, domestic helpers, and microenterprises, as well as voluntary coverage to 
housewives; 2) the setting of SSS’ minimum pension that involves transfers from 
high- to low-income insured, although curtailed  by the three levels of such pension 
according to years of contribution; 3) low-income members receive relatively larger 
pensions compared to their contributions than higher-income members; 4) the col-
lective fund for all members in all schemes (except in provident funds) instead of 

individual accounts as in fully-funded private systems; d) employers sharing 68% 
of the total contribution in SSS and 57-86% in GSIS, and employees paying consid-
erably less than the 50% maximum set by the ILO (increases in contributions have 
been mainly charged to employers); 5) the elimination of the salary ceiling in GSIS 
hence higher-income workers pay more than before.  
 
On the other hand, there are elements contrary to social solidarity: 1) each of the 
15 separate schemes has its own entitlement conditions and benefits; politically 
powerful groups (civil servants, uniformed personnel, justices/judges) enjoy more 
liberal entitlement conditions and benefits than those in SSS; 2) despite legal man-
datory affiliation, actual coverage of informal and other vulnerable workers is con-
siderably lower than those among formal salaried employees; 3) a non-contributory 
pension for the elderly poor was not established until 2011 and there is no such 
pension for the disabled poor; 4) SSS has raised the salary ceiling but the maxi-
mum pension is still PhP15,000; 5) the SSS minimum monthly pension increases 
from PhP 1,000 to PhP 2,400 according to years of contribution but has no maxi-
mum pension; 6) GSIS provides compulsory life insurance and unemployment or 
involuntary separation benefits to its members whereas SSS does not; 7) justic-
es/judges receive during retirement a lump sum equal to five years based on the 
highest monthly salary and aggregate allowances paid, and thereafter the same 
sum as a monthly annuity adjusted to the salary of active personnel; the Armed 
Forces and other uniformed personnel retirement pensions are equal to 85-90% of 
the last salary plus longevity payments; while the SSS base salary is the highest in 
the last five years or the average in the last six months; 8) SSS and GSIS pensions 
are not periodically adjusted to the CPI or wages, while those of the judiciary and 

uniformed personnel are automatically adjusted according to increases in salaries 
of active personnel; 9)in GSIS the employer’s (state) percentage contribution is 70% 
higher than that of the employer in SSS; 10) the SSS and GSIS contributions to 
their employees’ provident funds is 40-45% of their salaries; 11) the self-employed 
and voluntary member contribution is 10.4% vis-à-vis 3.33% charged to salaried 
employees in SSS and 9% in GSIS; and l2) the majority of the EAP for the excluded 
and poor or low income may contribute to the protection of those with higher in-
come via transfers of employers’ contribution to prices and sales taxes that are re-
gressive.  
 
It may be argued that some of these differences might be justified by higher contri-
butions or as a compensation for lower salaries in the public sector. However, 
members from separate schemes do not pay any contribution and yet their pen-
sions are fully financed by the state. Furthermore, in 2009 the average monthly 
basic salary in the government and public corporations was PhP 14,007 vis-à-vis 
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PhP 8,407 in private enterprises (BLES, 2010a) – figure 1.7 times higher and there-
fore it cannot be claimed that the more generous conditions in the public sector are 
a compensation for lower remuneration.31 
 
Survey data usually allow the measurement of inequalities in coverage (and there-
fore the degree of social solidarity) within the EAP and among the elderly in terms 
of income (deciles or quintiles), education (elementary, secondary and superior), 
location (urban and rural) and gender, as well as of the EAP by economic branch 
(primary, secondary and tertiary) and size of the enterprise. Data from Latin Ameri-
ca show that coverage decreases with income, educational level, rural residence, 
primary-economic activity and enterprise size. Those lacking coverage or enduring 
the lowest are the most needy: within the lowest 20% of income bracket, without 
education or only a few years spent in elementary school, living in the rural zone 

(particularly in isolated areas), women, workers engaged in agriculture or employed 
in microenterprises, or self-employed (Mesa-Lago, 2010, 2012). In the Philippines, 
there are surveys or institutional data on income, gender, and region, but not on 
education, urban-rural location, economic activity, and enterprise size, which limits 
the analysis of inequality. 
 
Survey data on the distribution of families receiving a contributory pension (from 
any scheme) by income deciles in 2003, 2006 and 2009; demonstrate that coverage 
increased with income and vice versa, although with a slightly improving trend. In 
2003, only 10.1% in the three poorest deciles received pensions compared with 
55.2% in the three wealthiest deciles; whereas in 2009, the proportions were 13.2% 
and 56.6%, respectively (Table 9). 
 

Table 9. Distribution of Families Receiving a 
Contributory Pension by Income Deciles, 2003, 

2006, 2009 (in percentages) 

Deciles 2003 2006 2009 

1   1.8   2.6   2.8 

2   3.8    3.6   4.6 

3   4.5   4.9   5.8 

4   6.8   6.9   5.2 

5   8.2   7.6   5.9 

6   8.5   8.8   8.7 

7 11.2 10.9 10.4 

8 12.8 13.8 14.2 

9 17.6 17.2 17.2 

10 24.8 23.7 25.2 

 
absolute figures from 

2003, 2006 and 2009 surveys (NSO, 2011b). 

 
Another indicator of inequality is the difference in average pensions among the 
schemes in 2010 (Table 10). Compared with the average SSS pension, pensions for 
judges were 17.8 times, 6.1 times for jail and penology personnel, 4.5 times for the 
Armed Forces and policemen, and 2.8 times for firemen (Figure 7). These pensions 

                                                 
31 At the presentation of this document, Katarina Constantino-David argued that the GSIS average salary hide significant wages 
differences by type of employee but that is also true of private sector employees.   
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are “gratuities” because their beneficiaries never paid contributions.32 GSIS average 
contributory pension was 2.2 times higher than in SSS. The GSIS contribution is 
15% (excluding life insurance) whereas SSS is 10.4%, and the average salary for 
GSIS is higher and without ceiling. In the Armed Forces, a general’s monthly pen-
sion is PhP 86,062 (six times the average AFP pension and 27 times the average 
SSS pension) and that of a colonel is PhP 59,921 (four and 19 times, respectively 
compared to the average AFP pension and average SSS pension) a replacement rate 
equivalent to 138% of salary and longevity (AFP-RSBS, 2010). 
 
 

Table 10. Calculation of Average Pensions in all Schemes and Coefficient Related to 
SSS  Average Pension, 2010 

 
Schemesa 

Annual Ex-
penditures 

(million PhP) 

Number of 
Pensioners 

 

Average Pension (PhP) Coefficient 
(SSS = 1.0) Annual Monthly 

SSS 59,075 1,536,807 38,439   3,203 1.0 

GSIS 25,358 293,289 86,468   7,205 2.2 

Firemen (BFP)       466        4,316 108,077   9,006  2.8e 

Policemen (PNP) b   8,406      49,379 170,234 14,186   4.4 e 

Armed Forces 
(AFP-RSBS) c 

19,384    111,000 174,630 14,552 4.5 e 

Jail/Penology 
(BJMP) 

     349        1,477 236,868 19,739   6.1 e  

Judges d      407          596 683,792 56,983       17.8 e 

 
a Ranked from the lowest to the highest average pension (no data on Coast Guard). b Year 
2009. c Year 2011. d Excludes Justices who receive higher pensions than judges. 
 
Sources: Expenditures and number of pensioners: SSS and GSIS from Appendices 5 and 6; 
BFP, PNP and BJMP based on BLES, 2011c; AFP-RSBS, 2010 and Marayag, 2011-I; judges 
from Barribal-Co, 2011. Averages and coefficients calculated by authors. 

 

2. Gender Equity 
 
Gender inequalities in pensions result from discrimination in the labor market, 
demographic factors and the type and features of the pension system. These three 
causes must be analyzed separately with the purpose of designing adequate poli-
cies to fight such inequalities. 
 

Filipino women are discriminated in the labor market. Although they comprise 
49.6% of the total population of 88 million, their participation in the labor force is 
49.7% vis-à-vis 78.5% by men. They are paid 58% of the men’s salary in the same 
type of job.33 Poverty incidence among women is higher than among men (30.1% 
and 22.7%), hence, they are in need of more elderly non-contributory pensions. Fi-
nally, women’s life expectancy is 73.6 years (seventh among eleven East and 
Southeast Asian countries) versus 69.2 years in men; as they live longer, the female 
retirement span is higher than that of men (UNDP, 2010b). 

 

 

                                                 
32 S average pension (Marayag, 2011-I) 
33 BLES (2011d) statistics show that in 2009 the daily wage of women was lower than men in non-agricultural and agricultural activ-
ities, but was the same in industry. 
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Figure 7. Average Monthly Pensions (PhP) in all Schemes and Coefficient Related to 

SSS Average Pension, 2010 

 

Source: Table 10. 
 
 

Table 11. Labor Force Participation and Percent Distribution of Employed in each Type of Work 
by Gender, 2002-2009 

Year  
Labor Force 
Participation 

Rate (%) 

Distribution of Employed in each Type of Work by Gender (%) 
Govern-

ment/ Gov-
ernment 

Corporation 

Private 
Enter-
prise 

 

Paid 
Family- 
Activi-

ty 

Private 
House-

hold 
 

Self-
Em-

ployed 
 

Employ-
er 

 

 

Unpaid 
Family 
Work-

ers 
Men         

2002 82.0 48.8 69.9 75.8 24.7 62.6 80.5 46.2 
2003 82.2 49.0 70.2 77.0 22.8 63.5 80.2 46.1 
2004 83.8 50.0 70.7 73.6 14.1 63.8 80.5 45.3 
2005  49.4 70.2 72.7 14.6 64.8 79.1 44.3 
2006 79.3 50.1 70.3 71.2 15.1 64.3 78.2 45.3 
2007 78.8 49.8 70.3 72.5 16.9 64.2 76.9 45.2 
2008 78.8 49.2 70.8 74.5 15.5 64.6 77.6 45.2 
2009 78.6 49.4 70.8 72.7 16.0 63.8 76.7 44.4 

Wom-
en 

        

2002    52.8 51.2 30.1 24.2 75.3 37.4 19.5 53.8 
2003    51.4 51.1 29.8 23.7 77.2 36.5 19.8 53.9 
2004    51.2 50.0 29.3 26.4 86.0 36.2 19.5 54.7 
2005  50.6 29.8 27.3 85.4 35.2 20.8 55.7 
2006    49.3 49.9 29.7 28.8 84.9 35.7 21.8 54.7 
2007    49.3 50.2 29.7 27.5 83.1 35.8 23.1 54.8 
2008    48.6 50.8 29.2 25.5 84.5 35.5 22.4 54.8 
2009    49.4 50.7 29.2 27.3 84.0 36.2 23.3 55.6 

 
Source: Based on BLES, 2001a, 2011d.  

 
 
Trends in female participation in the labor force and employment by type of work in 
2002-2009 are presented in Table 11.Women labor participation decreased from 
52.8% to 49.4% whereas men’s participation declined from 82% to 78.6%. In 2010, 
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the rate of participation was 49.7% for females and 78.5% for males; the gap be-
tween men and women’s participation had somehow widened (BLES, 2011d). The 
global crisis has particularly affected female employment (Pineda, 2010). Child care 
centers that facilitate women incorporation in the labor market were mandated by 
the Day Care Act of 1990 in each city and village but they provide care for only 2-3 
hours (Pineda, 2011-I).  
 
The women’s share in formal employment, which is covered by social insurance 
and protected by labor law (first two columns of the table), changed slightly in the 
period. In the government sector, women’s share in formal employment was similar 
to men’s share but was slightly decreasing; similarly in the private sector, the 
women’s share was less than half the men’s share (29.2% and 70.8% respectively) 
and showed a small decline. Among employers and paid family activity, females 

were also a minority (23.3% and 27.3%) albeit expanding. Conversely, females pre-
dominate in private households—domestic help (84% vis-à-vis 16% men), and are a 
majority among unpaid family workers (55.6%), both in informal activities with low 
pay and in activities without pay, although exhibiting a rising trend. All these activ-
ities have considerably lower coverage than formal salaried work. Legally, domestic 
helpers are salaried workers compulsory covered in SSS but usually, a very small 
number is actually insured. Among newly hired OFWs, 66% to 75% are women, but 
a minority of women were also self-employed (36%) and trends are declining (Verce-
les and Pineda, 2009; Pineda, 2011-I).  
 
Private pension systems accentuate gender inequality because ownership of indi-
vidual accounts precludes any transfers from men to women, and such systems 
commonly use mortality tables differentiated by sex that discriminate women. 
Women’s accumulated funds in the individual accounts are lower than men’s alt-
hough women live longer; hence, they get inferior pensions. Public systems tend to 
soothe gender inequality because they have a collective fund that may facilitate 
men-to-women transfers, and normally use unisex mortality tables. Even under 
public systems, women usually have a lower contribution density (the average peri-
od of contribution during the working life) than men due to their higher participa-
tion in informal, domestic-help and other precarious jobs, and because they exit 
from the labor force to raise their children and take care of the elderly and the sick 
at home. As a result, more women do not meet the years of contribution required to 
access to a pension and, as their salaries are lower and they contribute less than 
men, the level of their pensions is inferior to that of men’s (Mesa-Lago, 2008, 2011).  
 
 Filipino women are discriminated in terms of pension coverage, largely as a result 
of the labor market structure and also because of the social insurance inclusion 
policy. In 2008, out of the total memberships in SSS, 59.6% were men and 40.2% 
were women; conversely in GSIS, in 2010, 61.9% of members were women and 
38.1% men.  Both schemes showed an expanding share of females (SSS, 2011i; 
Appendix 10). The share of women in the total number of pensioners in GSIS is 
higher than that of men (65% and 35%, respectively, excluding disability) while the 
opposite is true in SSS (SSS, 2011i; GSIS, 2011c). GSIS’ greater proportion of fe-
male members and pensioners might be explained by a high participation rate of 
women in government services34 and the very small proportion of informal work in 
that sector, as compared in SSS where a concentration of women is in precarious 
jobs that have a low coverage. Women are also more affected by evasion and pay-

                                                 
34 In 2008, the total number of male government personnel was almost equal to the number of female employees, but males domi-
nated in the capital region (Asher and Parulian, 2011). 
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ment delays than men, cases of which are both lower in GSIS than in SSS. In ECC, 
the cumulative number of disability benefits granted to women in 1985-2011was 
32% and 68% to men (ECC, 2011).35 
 
Ages of retirement in the Philippines are the same for men and women, a common 
trait in East and Southeast Asian countries (except in China, Taiwan and Vietnam 
where females can retire five years earlier than men), which helps women to accu-
mulate more contributions and improve their pensions. On the other hand, female 
age expectancy is 4.4 years higher than men although this difference is alleviated 
in public pension systems. The average number of months of contributions made 
by women was 46.7 compared to 50.8 by men whereas average CYS were 5.6 and 
7.04 respectively (SSS, 2007b). Pension replacement rates for men are higher than 
for women, as shown in 12 countries in East and Southeast Asia. In the Philip-

pines, however, such rates are similar (OECD-WB, 2009). Unfortunately it was not 
possible to obtain the current average level of pensions of females vis-à-vis males.36 
To keep a survivor pension, beneficiary widows cannot remarry; this induces them 
to live in common-law unions (GSIS also bans them to keep the pension); and yet 
they earned such pension working as housewives and serving their families and 
should be entitled to that right.  
 
Only SSS stipulates that at least one woman should be selected as representative 
from either the employees or the employers in the commission.37 There is no such 
legal mandate in the GSIS charter but two out of nine members are women despite 
the fact that women are 62% of the total membership. Being excluded or being a 
minority, women have lesser opportunities to press for a reduction in gender ine-
qualities and to get adequate compensatory policies. 
 
  

                                                 
35 The gender distribution of ECC survivor benefits that should favor women is hampered because 89% of the gender of such pen-
sioners was unknown, an indication of the poor quality of such statistics.   
36 In 2006, the SSS average female retirement pension was 92% that of males, the disability pension was 94% and the survivor 
pension was 113.8% (SSS, 2007b). 
37  
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Efficiency, Administrative Costs and Representation  

 
 
Administrative efficiency is essential for the good operation of a pension system. A 
recent ISSA (2011) survey found that public perception of efficiency and effective-
ness is also crucial for an optimal collection of contributions and compliance. Ac-
cording to Ross (2004), pension programs must perform five key functions with ad-
equate efficiency: 1) maintain an effective communication network, with accurate 
data and record-keeping tools, to support collection, payment, control of compli-
ance, and financial activities; 2) collect contributions and loans effectively; 3) pay 
benefits in a timely and proper manner; 4) produce financial reports tied to effective 
and reliable governance, responsibility, transparency and accountability, and 5) 
manage financial assets and investment in a productive  manner. The first three 

functions will be analyzed in this section, adding other four: satisfaction surveys, 
avoidance of political intrusion, reasonable administrative costs, and social partici-
pation in the administration. The financial functions will be discussed in section II-
F.   
 
1. Efficiency 
 
In mid-2011, questionnaires were given to SSS and GSIS to collect information on 
several indicators of efficiency, and answers are summarized in this section (SSS 
Frances, 2011-Q; GSIS Saludares, 2011-Q). The questionnaires were not submitted 
to the separate schemes due to the difficulties involved and time constraints. 
 
a) Information-communication technology. GSIS and SSS have made progress in 

computer processing and software. Both have websites and make information 
available to their members through the Internet and office kiosks. SSS also offers 
information via mobile phones and text messages – an initiative that earned a 
Computer World Award in 2011. However, one of the labor federations complained 
that information on new or changing policies and programs are not readily availa-
ble (TUCP, 2009: 3) in these platforms. SSS did not have electronic data archiving, 
except for microfilming, and kept records manually. Currently, the SSS scans the 
documents and plans to develop an automated record management. GSIS office 
branches lack computers and also process records manually whereas provincial 
branches and national offices are computerized. In 2009, the IBM database col-
lapsed and in 2011, a regional database crashed. SSS, jointly with GSIS, ECC and 
PhilHealth, have issued new ID cards (Unified Multipurpose Identification System: 

UMIS), with a contactless chip and magnetic type that stores information. It is ex-
pected to impede double names, protect from fraud, facilitate transactions, and 
eventually be used to withdraw benefits and loans from automatic teller machines 
(SSS, 2011g). 
 
b) Collection of contributions and loans. Evasion and payment delays of contribu-

tions have serious adverse effects: 1) delinquent members will not gain the right to 
benefits; 2) non-compliance has a demoralizing effect on employers and members 
who honor their obligations; 3) there will be pressure to increase contributions, 
which in turn may aggravate non-compliance, or 4) cut benefits or require fiscal 
transfers to cover ensuing deficit (ISSA, 2011). 
 
SSS offers a wide range of payment options to members: over-the-counter at SSS 
branches and telling facilities or accredited banks (including thrift and rural), elec-
tronic transfers from employer’s bank to SSS depository bank, automatic debit 
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charge with accredited banks (for household employers), as well as through mall 
payment centers, PhilPost, online and text-messaging, cooperatives, overseas bills 
payment system and ADA (see II-B-4). Despite the advances noted, the most com-
mon complaint among workers and unions is the long time it takes contributions to 
be processed and credited. SSS confronts more problems than GSIS due to a much 
larger number of members, many of whom are from the informal sector; and about 
800,000 enterprises, 90% of which are small. SSS has just started electronic remit-
tances but some understaffed local offices still conduct manual verification. There 
was a past backlog of accreditation delays for PhP 14 billion partly because of er-
rors. It is only upon a member’s application for retirement that the verification is 
done and contributions are credited (Edralin et al, 2011-I). 
 
GSIS is in a better position because it has fewer employers; all in the government is 

under central control; there are lesser changes in employer; and contributions and 
loans can be automatically deducted from salaries. GSIS sends a monthly electron-
ic billing file with a detailed breakdown of payments based on which prepares an 
electronic remittance file so that public agencies can send their contributions to 
any GSIS office. However, even though the electronic process is being implemented, 
office branches either do not have computers or they need to be connected to the 
database such that contributions are still submitted for reconciliation and verifica-
tion with the agencies. Computer crashes can also impede the processing, as what 
occurred in 2009 and 2011. Because of these problems, crediting contributions 
take 15-30 days, where members cannot readily see their contributions reflected 
electronically (Aguja et al, 2011-I; see II-E-3). 
 
c) Payment of pensions and faked pensioners. Due to a poor postal system in the 

country, SSS monthly pensions are paid, since 1993, through accredited banks. 
Beneficiaries, therefore, must open an account in a bank close to their residencies. 
The SSS notifies pensioners when the initial and subsequent payments can be 
withdrawn. If a member cannot open a bank account  (e.g., when there is no bank 
close to the member’s residence or when the cost of opening an account is relatively 
high), SSS issues checks. In mid-2011, 98.8% of pensions were paid through banks 
and only 1.2% by check. GSIS requires pensioners to have an e-Card Plus/UMID—
Compliant Card, co-issued with a commercial bank that has 6,000 automatic tell-
ing machines, where benefits are credited monthly. ECC pensions can also be paid 
by check.  
 
In SSS, there have been many cases of fraud or the so-called “ghost” (fake) pen-
sioners. There is continued collection of benefits by the relatives of pension mem-
bers who died, or by pensioners who remarried or re-employed. An Annual Confir-
mation of Pensioners Program (ACOP) that verifies members’ identities and status 
resulted in the suspension of pensions for the value of PhP 2 billion and recovery of 
PhP 723 million from fraudulent pensions (Serrano, 2006).38 Banks that pay pen-
sions must annually request the pensioner to collect in person, and in case of disa-
bility, SSS sends a person to check at the pensioner’s home (Edralin, 2011-I). In 
GSIS, 35,000 ghost pensioners were found in 2000; since then pensioners are re-
quired to show up annually at GSIS offices, even in wheel chairs, for the renewal of 
their active status. In 2011, GSIS began cross-checking data with NSO (deaths or 
weddings). A potential problem is that Christians get a death certificate to bury 
their dead but Muslims do not since their departed relatives must be interred with-
in 24 hours, according to Islamic tradition (Aguja et al, 2011-I).   

                                                 
38 Only 25% of the poor benefit from government subsidy programs (NAPC, 2011). 
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In the police scheme (PNP),  DILG Secretary Jesse Robredo unveiled in 2011 that 
there were 2,000 ghosts  pensioners costing the government PhP 250 million a 
year, for a total of PhP 1 billion in the previous five years (Romero, 2011). In the 
Armed Forces (AFP-RSBS), a task force found in 2005 that 5% of total pensioners 
(4,850) were fake. There was a case where one beneficiary had six different names, 
collected pensions under these names, but was arrested. Another case was with a 
member who had been dead for 17 years, but the survivors used an old photo and 
kept collecting his pension (Marayag, 2011-I). The chief of the AFP Pension and 
Gratuity Management Center reported in 2011 that they now have an adequate 
system to verify the identity of their pensioners, including computerized data, 
cross-listing with several state agencies, and obligation of pensioners to present 
themselves annually to prove they are alive (Romero, 2011).   

 
d) Time to process pensions. In SSS, the 2007 Act (ARTA) sets a period of 10 days to 

process the pension. Averages from January-April 2011 showed a range from 9-14 
days in the processing for retirement and 10-15 days for survivors. Non-ARTA av-
erages, on the other hand, were considerably higher, which take 22-29 days for re-
tirement processing and 27-36 days, respectively. In 2007, SSS stipulated that the 
old-age pension will be paid when the member reaches the retirement age provided 
that all the needed documents were submitted and have been verified by the SSS, 
six months before the retirement date. In GSIS, it takes 15-30 days for a pension 
request to be processed and granted, although in exceptional cases, it takes more 
than 30 days. GSIS is currently elaborating a Citizen’s Charter including maximum 
processing time of benefits. The House of Representatives (2011) is considering 
House Bill 3951 of 2011 that orders payment of retirement benefits within a maxi-
mum of 30 days from the retirement date. ECC average time for processing claims 
for pensions is 20 days (ECC, 2010). 
 
2. Periodic Satisfaction Surveys  
 
These surveys, conducted among members and pensioners, are important to 
measure their level of satisfaction and detect flaws in the system that then can be 
corrected. In the Philippines, surveys have been done among members but not 
among pensioners. SSS conducts such surveys during monthly in-house seminars; 
independent agencies hold surveys occasionally. A nationwide satisfaction survey 
done in 2008 by an outside foundation, based on a cross section of 1,500 members 
(including self-employed and voluntary), gave 77% overall net satisfaction, 69% on 
personnel and 58% on physical arrangements, but only 10-38% satisfactory rates 
to key issues such as access to information and decision makers, processing time 
of applications, resolution of problems, fairness, eligibility conditions, and level of 
pensions. A major problem of the survey was that 61% of interviewees did not re-
spond or said they did not know, suggesting either ignorance or lack of interest on 
the pension program, which should be a point of concern among administrators 
(SSS, 2009b).39 A similar SSS survey was planned for 2011 but was postponed. 
GSIS, jointly with SWS, proposed a professional survey in 2008 but it was not ap-
proved due to high costs, and an internal national survey was already conducted 
that year. In 2011, the Public Relations and Communications Office of GSIS carried 
a survey by asking questions to members in kiosks at GSIS offices. A 2011 pilot 
survey done by the Central Office was based on a small sample of 200 members out 
of 1.4 million; and a methodology that was the subject of criticism. It had negative 

                                                 
39 The average age of respondents was 33 years; future surveys should take a stratified sample by age. 
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results (a copy was requested but was not provided); although, a request for a con-
sultant to improve the methodology has been submitted to the Office of the Presi-
dent (Aguja et al, 2011-I). Meanwhile, ECC does not conduct satisfaction surveys 
(Villasoto, 2011-I). 
 
3. Political Intrusion 
 
Political intrusion in the administration and cases of corruption in SSS and GSIS 
had been reported in the past and they affected efficiency, costs, and morale. Politi-
cal appointees have been frequent (De la Rama, 2009; Manasan, 2009b; Verceles 
and Pineda, 2009; Aguja, 2011-I). Section 5 below discusses political interference 
in appointing members of board/commission in both institutions whereas section 
II-F-6 reports cases of political intrusion in the investment of funds.  

 
4. Reasonable Administrative Costs 
 
Public-managed programs, like SSS and GSIS, usually have lower administrative 
costs than private ones because the former does not have profit, marketing and 
salesmen expenses. This is particularly true in programs with large coverage that 
take advantage of economies of scale (Mesa-Lago, 2008). In this sense, SSS has an 
advantage over GSIS because its EAP coverage and number of contributors are sev-
en times greater and expanding; while, coverage and number of contributors are 
stagnant or contracting in GSIS (based on Table 1). However, in the past, SSS was 
criticized for its high administrative expenses (i.e., in 1991-2000, administrative 
expenses increased at an annual rate of over 24% due to “fat” salaries and benefits 
paid to top executives and some employees) but resulted to cases in courts that 
were rejected by the Supreme Court (Serrano, 2006). 

 

Table 12. Number of Employees per 1,000 Contributors in 
SSS and GSIS 2000-2010 

    Year 
 

SSS 
Employees 

 

  Per 1,000   
Contributors 
 

GSIS 
Employees 
 

Per 1,000  
Contributors 
 

2000 3,996 0.57 3,119 1.96 
2001 3,942 0.56 2,934 2.07 
2002 3,896 0.54 3,141 2.28 
2003 4,058 0.55 3,646 2.76 
2004 4,043 0.54 3,786 2.89 
2005 4,169 0.54 3,669 2.45 
2006 4,135 0.52 3,495 2.59 
2007 4,145 0.51 3,326 2.45 
2008 4,182 0.47 2,668 1.95 
2009 3,925 0.44 2,793 2.04 
2010 5,190 0.54 2,753 2.01 

 
Source: Based on SSS, 2011d; GSIS, 2011a. 

 
 
Most administrative expenditures in SSS and GSIS are employees’ salaries and 
fringe benefits. It is therefore important to assess if the number of employees hired 
is reasonable or excessive through estimating the ratio of employees per 1,000 con-
tributors (Table 12). Employees work for pensions and also on sickness and mater-
nity paid leave and funeral benefits, but not on the provision of health care that is 
in charge of PhilHealth and demands more manpower. In addition to the cited ben-
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efits, GSIS also handles life insurance and the insurance monopoly of all govern-
ment property: buildings, equipment, vehicles, etc.40 
 
The employee/contributors ratio in SSS is about one-fourth of GSIS’ and shows a 
slightly declining trend from 0.57 to 0.54 in 2000-2010 (but 0.44 in 2009); where-
as, the GSIS ratio exhibits a slightly increasing trend from 1.96 to 2.01 (peaking at 
2.89 in 2004). In a comparison among five East and Southeast Asian pension 
schemes in 2008-2009, the Philippines showed the lowest ratio in pension employ-
ees per 1,000 members, but there were no Philippine figures per active contributors 
that would have allowed a more accurate measure due to the already explained 
significant overestimation of members (based on Asher, 2011). 
Furthermore, employment data in SSS and GSIS excluded a large number of work-
ers that were hired in 2008 by 1,500 contractors (De la Rama, 2009).41 In 2010, the 

Department of Budget and Management (DBM) froze the hiring of contractual 
workers, such that they were reduced to 633 in SSS and to 251 in GSIS, although 
this resulted in a 32% increase of regular employees in SSS (SSS, 2011i; GSIS, 
2011c; Table 12). When contractual workers were added to regular workers in 
2010, there was a rise in total ratio per 1,000 contributors from 0.54 to 0.60 in 
SSS, and from 2.01 to 2.19 in GSIS. However, in September 2010, SSS (2010b) re-
ported the total number of employees as 8,297 (executives, rank-and-file, and con-
tractuals), which would give a ratio of 0.88 – a figure higher than the previous 0.60 
and 0.54 in Table 12.42 Currently, SSS is streamlining personnel and eliminating 
departments (since a more computerized system requires lesser number of employ-
ees), while GSIS is undertaking a reorganization and is closing at least 14 top exec-
utive posts (Edralin, 2011-I; Aguja, 2011-I). 
 

SSS and GSIS employees’ salaries are higher than the civil servants’ average, and a 
significant salary gap exists between regular employees and top executives (Aguja 
et al, 2011-I; Edralin et al, 2011-I). The GSIS’ lowest salary is PhP 9,136, which is 
97 times the highest salary at PhP 888,278 (GSIS Proposed Salary Structure, 
2011). The projected increase in employees’ salaries in 2010-2013 is 10.1% com-
pounded (based on GSIS, 2010b, 2011c). SSS employees are not covered by the 
SSS scheme but by the GSIS scheme; hence, SSS pays a higher contribution rate 
for its members. There is one recognized trade union in each (SSS and GSIS) to 
where employees are affiliated and where they pay dues. Unions are stronger in the 
private sector and can mobilize a strike; they are weaker in the public sector and 
are not allowed to organize a strike. Collective negotiation is also limited by civil 
service legislation (Edralin, 2011-I). Current collective negotiation agreements offer 
little data on employee fringe benefits, i.e., SSS grants inflation-adjusted allowanc-

es on hospitalization, housing, longevity, dependents and meals; free child care for 
employees’ pre-school children; sports, recreational and cultural programs; and in-
centive bonuses (SSS, 2011h).The GSIS agreement provides rent-free canteens and 
also subsidizes electrical and water charges; and provides an annual incentive of 
PhP 50,000 or one-month salary, whichever is higher (GSIS, 2009b). 
 
Employees in both schemes have a mandatory Provident Fund, which is also exist-
ent in other public corporations such as the Central Bank, the Development Bank 
of the Philippines, HDMF, and the University of the Philippines. A difference, how-
ever, is that the government budget finances the provident fund of those corpora-

                                                 
40 GSIS is now out-sourcing such insurance through open bidding (Aguja, 2011-I). 
41 A contractual worker becomes regular after six months in the job. 
42 SSS figures for 2009 are 3,925 regular employees and 3,000 contractual workers (Edralin et al, 2011-I; Palileo, 2011-I) hence a 
total ratio of 0.77 lower that the 0.88 ratio in 2010 thus indicating the flimsiness of these data. 
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tions. However, in social insurance pension schemes, the money comes from em-
ployees’ and employers’ contributions, which significantly increases administrative 
costs and therefore reduces resources for pensions. GSIS contributes 45% of the 
salary to the Fund and 5% is shouldered by the employee; in SSS 40%43 and 5%, 
respectively (an additional 5% is voluntary). Therefore, only a small proportion is 
financed by the employees. Contributions are deposited and invested to individual 
accounts which result to accrued returns. SSS members receive quarterly divi-
dends, can take loans, withdraw early their equity in case of financial need, with-
draw the entire or part of the equity during retirement; and in case of separation, 
they can reimburse the value of their contribution and earnings as well as the em-
ployers’ contributions if the employee has five years of service. Moreover, at the 
time of the member’s death, the equity is distributed among survivors and, in addi-
tion, they receive a death benefit of PhP 200,000.  

 
In 2010, 4,743 applications to the SSS Fund for early withdrawal were granted and 
paid an average of PhP 42,883. Seventy-four members who applied for separation 
benefits received an average of PhP 329,652 and 12 opted to retain their equities in 
the fund at an average of PhP 1 million each. In GSIS, 60 applications for separa-
tion benefits were approved by September 2011 and were paid an average benefit of 
PhP 445,584. Depending on the salary and number of years of service, the GSIS 
benefit fluctuated between PhP 47,000 (for those with two years of service) to PhP 2 
million (for those with 14 years of service). In 2010, SSS contributions to the Fund 
amounted to PhP 2.77 billion which was equal to 39% of administrative costs.44 
Amounts from the GSIS Fund were not disclosed (based on SSS, 2011b; GSIS, 
2011c; Tables 12 and 15). 
 

 
Table 13. Administrative and Operating Expenses and their Percentages of Total Expenditures 

and Contribution Revenue in SSS and GSIS, 2000-2010 (in million PhP and percentages) 

Years 

Total  

Expenditures 

    Contribution 

         Revenue 

Administrative 

& Operating 

Expenses 

Administrative Expenses as  Per-

centage of 

Total Expendi-

tures 

Contribution 

Revenue 

SSS GSIS SSS GSIS SSS GSIS SSS GSIS   SSS GSIS 
2000 38,091 21,770 30,321 34,562 4,201 3,545 11.0 16.3 13.9 10.3 
2001 43,464 31,629 31,372 36,560 4,447 3,819 10.2 12.1 14.2 10.4 
2002 45,357 32,099 34,188 38,596 4,486 4,146   9.9 12.9 13.4 10.7 
2003 47,583 38,395 39,420 39,129 4,777 4,942 10.0 12.9 12.1 12.6 
2004 50,210 38,902 43,936 39,508 5,327 5,174 10.6 13.3 12.1 13.1 
2005 51,908 40,706 47,483 39,765 5,638 5,112 10.9 12.6 11.9 12.9 
2006 58,502 43,051 52,544 38,593 6,380 5,329 10.9 12.4 12.1 13.8 
2007 67,566 45,716 61,829 39,938 6,819 5,622 10.1 12.3 11.0 14.1 
2008 74,663 43,137 68,879 44,048 6,746 6,279    9.0 14.6 9.8 14.3 
2009 79,125 44,804 72,351 49,012 7,075 5,103    8.9 11.4 9.8 10.4 

2010 84,280 49,960 80,090 56,213 7,110 4,933    8.4    9.9 8.9 8.8 

Average        10.0  12.8  11.7  11.9 
 

Source: Based on SSS, 2001a-2011a, 2011d; GSIS, 2001a-2010a, 2011a 

 
 
The law limits administrative expenditures to 12% of contributions in both 
schemes, plus 3% of investment and other revenue in SSS, while GSIS limits it to 

                                                 
43 Raised from 30% in 2008 and 35% in 2009. 
44 The accumulated value of the Fund was PhP3.26 billion equal to 1.13% of the SSS reserve. 
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12%. ECC legal limits are the same as GSIS. Table 13 shows that SSS administra-
tive/operating costs relative to contribution revenue alone are higher than in GSIS; 
it decreased from 13.9% to 8.9% in SSS and from 10.3% to 8.8% in GSIS. In 2010, 
the two figures were almost identical.45 Conversely, the SSS’ administra-
tive/operating costs as percentage of total administrative expenditures were lower 
than in GSIS and declined from 11% to 8.4% in 2000-2010. GSIS shares decreased 
from 16.3% to 9.9%, making the gap with SSS smaller. By 2010, it was only 1.5 
percentage points higher (Figure 8).46 The administrative cost of social welfare pro-
grams including non-contributory pensions is much smaller: it only covers 4.2% of 
total expenditures (Rocamora, 2011-I). In a comparison of administrative costs as 
percentage of gross contributions among five East and South Asian countries in 
2008-2009, the Philippines had the highest percentage at 9.7% in SSS and 10.4% 
in GSIS vis-à-vis 3.6% in Thailand, 2.3% in Malaysia, 2% in India and 0.8% in Sin-

gapore (Asher, 2011).  
 
 

Figure 8. Administrative Expenses in SSS and GSIS, 2000-2010 (percentage of total 
expenditures and contribution revenue) 

 
 

Source: Table 13 

 
 
5. Social Participation in Administration  
 
Box 7 summarizes and compares the composition of boards/commissions in five 
pension schemes, specially the representation of workers and employers. Those 
who pay contributions, the workers and the employers are a minority in most 
boards or commissions. It is only in SSS where workers/employers are a majority, 
comprising of six out of the nine members of the board/commission. In GSIS, only 

                                                 
45 Hozmann and Hinz (2005) assert that SSS and GSIS percentages in 2004 were among the highest in Asia: 12.1% and 13.1%, 
respectively, vis-à-vis 0.5% in Singapore and 2% in Malaysia. 
46 Orbeta (2011) measures operating/administrative expenditures as a ratio of benefit expenditures alone: in SSS decreased from 
17.4% to 12% in 2000-2010, in GSIS was much higher but declining from 24% to 20% (based on Table 13, Appendix 11). 
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three out of nine members of the board come from the workers/employers.47 Simi-
larly, there are only two members out of seven in the board who are work-
ers/employers in ECC; while, in OWWA, there are two out of eight. In AFP-RSBS, 
the Administrator has the power to determine the type of board or agency and is 
capable of setting the rules. The scheme is managed by retired military officials ap-
pointed by the government (PD 361, 1973).48 A reform act proposes to create a 
Board of Trustees with nine members, all of whom will be appointed by the Presi-
dent of the Republic: the Secretary of National Defense (chair), the chief of staff, the 
president of the new military pension system, and one representative each from 
pensioners, law, finance, insurance and banking sectors (PMPS Act, 2011).  
 
 

 

Box 7. Composition and Representation in Pension Boards/Commissions, 2011 

Pension Schemes  Board/Commission and Composition 

SSS Social Security Commission; 9 members: DOLE Secretary, SSS President, 3 representing 
workers and 3 employers (at least a woman in each), and 1 the general public (with 
knowledge/experience on social security). 
 

GSIS Board of Trustees; 9 members: GSIS President, 4 from banking, finance, investment and 
insurance agencies, 1 representative of government employees, 1 of retirees organiza-
tions, 1 president public schools/superintendent association, and 1 lawyer.  
 

AFP-RSBS 
 
 
ECC 
 

Administered by the Chief of Staff of the Armed Forces through an agency, committee 
or board, created and organized by him who also set regulations, subject to approval by 
the Secretary of National Defense. 
 
Commission; 7 members: DOLE Secretary (chair), GSIS President, SSS Commissioner, 
PhilHealth Chairperson, ECC Executive Director, 1 representative each from workers and 
employers. 
 

OWWA Board of Trustees; 7 members: DOLE Secretary (Chair), DOLE Deputy Secretary (Vice-
Chair), 4 Directors (Overseas Employment Development Board, National Seamen Board, 
Bureau of Employment Services & Welfund), and 1 representative each from workers 
and employers. 

 
Source: Legislation compiled by the authors. 
 

 
There is no representation of the retirees/pensioners except in GSIS, while in the 
latter board are four representatives from financing/insurance entities (justifiable 
under a financial viewpoint but too many) as well as one from the legal profession. 
In SSS, there is one representative coming from the general public. The House of 
Representatives is considering House Bill 1180 of 2011 which proposes the in-
crease in the number of GSIS Board members from nine to 13, five of whom (in-
stead of one) would be teachers and staff from the Department of Education.49 This 
is envisioned to lead to a majority of employees and retirees in the board. Another 
Bill in the House of Representatives proposes to increase the number of workers’ 
and employers’ representatives in the ECC to four (Act Establishing…, 2010). In 
SSS, at least one woman must be selected among representatives from each work-
ers and employers.  

                                                 
47 In GSIS, the government in also the employer, hence the 3 representatives noted are from employees and retirees. In Philhealth, 2 
out of7 are workers and employers; in HDMF there is a majority of 5 out of 9 members. 
48 Legislative reforms are being discussed to reorganize the AFP-RSBS management, restricting the involvement of military officers 
and placing more civilians. 
49 The reason is that 40% of GSIS members are teachers but there will be too many of them in the Board. 
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The three workers’ federations, the employers’ confederation, Secretaries of the 
Cabinet and other sectors should submit candidates (i.e., no special skills are re-
quired) for the boards/commissions to a Presidential Selection Committee which 
will screen the candidates and will submit the list of selected candidates to the 
President of the Republic for the appointing of all members including the chairper-
son of SSS. In the past, such appointments have been based on political connec-
tions rather than technical expertise; for instance, President Arroyo chose General 
Cunanan (AFP), a controversial political figure, as commissioner of the SSS (Or-
beta, 2011-I). It is unclear whether the representatives of workers unions and em-
ployers associations are democratically elected by their memberships. Apparently, 
the leaders of both associations become the representatives to SSS and GSIS. 
“Workers’ groups are demanding more democratic representation and control over 

SSS decision-making and the choice of its Board, which they say should have gen-
der balance and seats not only for formal but also for the informal workers” (Verce-
les and Pineda, 2009: 2). 
 
In April 2011, SSS began quarterly meetings with trade union leaders to give ac-
cess to information, allow them to ask questions, and discuss key issues such as 
investment and the actuarial valuation that was released to the unions before a 
formal presentation to the Commission. GSIS is now conducting regular meetings 
with stockholders (Edralin, 2001-I; Aguja, 2011-I). 
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Financial Sustainability 
 

 
1. Financing System 
 
As was already explained (section I-A), virtually all pension schemes in the Philip-
pines are of “defined benefit” (DB) - their contribution rate tends to increase in the 
long run with the maturity of the system, and the financing method is either pay-
as-you-go (PAYG) without substantial reserves, or collective partial funding with 
reserves that keeps the equilibrium for a certain period. In contrast, a “defined con-
tribution” (DC) or “fully funded” system, which exists in a few provident funds, pri-
vate or enterprise pensions plans in the Philippines, sets the contribution indefi-

nitely (or more realistically over a very long period of time) such that contribution is 
deposited in individual accounts owned by the insured, invested and capital re-
turns added to the said accounts.  
 
Both the SSS and GSIS have a collective partially-funded method financed by sala-
ry contributions by workers and employers that accumulates reserves and invests 
them to help pay benefits. Since 1981, SSS has had the scaled-premium method, 
which sets the contribution rate for a specific period of equilibrium during which 
both contributions and investment revenue should be sufficient to pay benefits and 
administrative costs, without touching the reserves (SSS Frances, 2011-Q). Periodic 
actuarial valuations assess if the method is functioning well. After the period, the 
contribution rate has to be increased for a subsequent period due to gradual ma-
turing of the system. 
 
2. Contributions  
 
Contribution rates are based on salary (income for the self-employed) and are not 
only for pensions but also for sickness, maternity and funeral cash benefits (Table 
14). There are no disaggregated estimates on how much of the total rate is assigned 
to pensions, but based on financial operations in 2006-2010; pensions took 81% of 
total expenses. Pensioners do not pay contributions for their pensions. 
 
In SSS, the contribution was not increased in 22 years; subsequently, it gradually 
rose from 7.4% in 1979 to 8.4% in 2002, 9.4% in 2003 and 10.4% in 2007. In 
2011, salaried employees contribute 3.33% of wages while the employers contribute 
7.07% of their wages (32% and 68% respectively) for a total of 10.4%. However, the 
self-employed, voluntary members, and OFWs pay the total of 10.4% due to the 
lack of employer. This has become a barrier for their affiliation (except for the 
OFWs). The minimum salary for contribution is PhP 1,000 for the self-employed; 
PhP 5,000 for OFWs because they earn higher wages abroad, and 50% of monthly 
earnings for working spouses. The salary contribution ceiling of all members was 
raised from PhP 12,000 in 1999 to PhP 15,000 in 2003. The minimum and maxi-
mum salaries for contributions are adjusted periodically by SSS subject to approval 
by the President of the Republic. The total contribution is expected to be raised at 
the end of 2011 from 10.4% to 11% (in equal shares by employers and employees: 
7.37% and 3.63%, respectively) whereas the maximum monthly salary credit is ex-
panded from PhP 15,000 to PhP 20,000 (SSS, 2011g). The government guarantees 
all benefits, which should not be diminished, and is also responsible for the solven-
cy of SSS. According to law, the Congress shall annually appropriate from the Na-
tional Treasury the needed funds to ensure benefits and maintain an adequate bal-
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ance based on actuarial studies. To date, however, the SSS has not needed a gov-
ernment contribution (SSS Frances, 2011-Q). 
 
 
Table 14. Contributions of Employers and Employees in SSS, GSIS, AFP-RSBS and other Schemes, 

2011 (as percentages of salaries, income for self-employed) 

Scheme     Salary Base Employer Employee Total 

Self-
employed, 

OFW, Volun-
tary  

SSS              AMSC PhP1,000 to 15,000  7.07 3.33 10.40 10.40 

GSIS 
 

 a 

   No ceiling 12.00 9.00 21.00b  

 
 

3.00 
 

3.00 

 
6.00 a 

 

 AFP-RSBS 
   Monthly base salary & 
longevity pay 

 5.00 c 5.00 c  

PNP, PJMP, BFP, Coast 
Guard, Justices/ judges c    0   0 0 d  

ECC   Monthly base salary   1   0  1 e  

 
a. Constitutional Commission, Civil Service Commission, Commission on Audit, Commission on Election, Labor 
Arbiters, Judges and State Prosecutors cover in life insurance only. b Includes 4% for life insurance. c For Provi-
dent Fund; there are no contributions for pensions, which are entirely paid by state. d No contributions, all pen-
sions paid by the state; some paid for voluntary life insurance. e There is maximum of PhP10 per employee in SSS 
but PhP100 in GSIS. 
 
Sources: Legislation compiled by authors (see References); Aguja et al, 2011-I; Villasoto, 2011-I. 

 
The contribution in GSIS has no salary ceiling (as it was eliminated in 2003); the 
employee pays 9% and the employer 12% (a total of 21%). The GSIS total contribu-
tion is much higher than that of SSS’, even deducting 4% of the insurance premi-
um that SSS lacks. Shares of the total contribution are coming from the employee 
at 43% and 57% from the employer.50As there are virtually no self-employed in the 
public sector, the usually higher percentage contribution to this group is not a ma-
jor problem, like in SSS. 
 
A comparison of pension contributions among nine East and Southeast Asian 
countries indicates that the Philippines’ rates (10.4% and 21%) are either the fifth 
or third biggest. The highest are Singapore at 34.5% (but including health care), 
China at 28%, and Japan at 15.4%. These countries are more developed and aged 
(in terms of population) than the Philippines. Viet Nam  has 16% and the remaining 
five countries have lower contributions, ranging from 6% to 10%, three of them are 
also more developed and aged than the Philippines (Korea, Brunei and Thailand—
including health care), and only Indonesia is less developed and youngest (rates 
from Asher, 2010 and US-SSA/ISSA, 2011; development levels from UNDP, 2010). 
Although these comparisons are not technically precise because of the variety of 
entitlement conditions and benefits among the countries, they indicate that the 
Philippines’ rate (particularly GSIS) is high for both the country level of develop-
ment and by population aging. As in SSS, the law stipulates that in case of a finan-
cial deficit of GSIS, the government shall guarantee all obligations to its members, 
but the government can never cover a GSIS deficit (Aguja et al, 2011-I; GSIS Salu-
dares, 2011-Q). 

                                                 
50 In Malaysia and Sri Lanka civil servants do not contribute thus increasing fiscal costs of the program and worsening regressive 
effects. 
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The six “special members” in GSIS pay lower rates but only for life insurance: 3% 
from the employee and 3% from the employer for a total of 6% (Table 14). They have 
additional contributions for pensions that were impossible to obtain except for the 
judiciary. In AFP-RSBS, the rate of 5% of the monthly base salary and longevity pay 
is paid by the member but goes to the Provident Fund; there are no contributions 
for pensions, which are paid entirely by the state. Justices/judges, policemen, 
firemen, jail men and Coast Guards do not pay any contributions either and their 
lump sums and pensions are financed by the government. 
 
Contributions for ECC are 1% of the basic salary and are paid by the employer. The 
maximum contribution per employee is PhP 10 and PhP 100 for GSIS. Contribu-
tions are collected by the SSS and GSIS and are transferred to the State Insurance 

Fund (SIF) in each. SSS and GSIS manage the fund, invest it and pay the benefits. 
Legally, SIF resources can only be used for ECC benefits although in practice, they 
are merged with funds of other programs. SSS and GSIS must submit an annual 
report to ECC on the annual revenue and expenditures, but ECC lacks the power 
to control how the SIF is administered and can only make suggestions. In practice, 
therefore, SSS and GSIS are in virtual control of SIF (Villasoto, 2011-I).  
 
All the above rates comply with the ILO norm stating that the worker should not 
pay more than 50% of the total contribution. 
 
SSS and GSIS keep individual accounts for contributions in order to determine the 
insured eligibility and the amount of benefits, as well as to keep tract of employers’ 
compliance and to impose sanctions for delinquency. However, those accounts are 
not treated as personal assets of the members (as in DC systems) but, together 
with investment returns, are pooled into a common or collective fund. 
 
3. Evasion and Payment-Delays, Collection Procedures and Sanctions 
 
A study commissioned by the ISSA asserts that poor compliance is a key issue for 
many countries in Asia (Ginneken, 2010). Table 2 showed that only 33.5% of SSS 
members has one monthly contribution in 2010 (20% among self-employed). In ad-
dition, only 35% of employers (300,000 out of 850,000) paid contributions to SSS, 
and payment delays ranged from one month to 20 years.51 Administrative reasons 
given for this poor compliance include: a) inaccuracy of the membership database, 
which is inflated due to multiple registrations by the same worker, particularly 
when social insurance numbers were issued manually; b) no proper monitoring of 
the unemployed and self-employed members, as well as small enterprises; c) a long 
span of time is required, at an average of about six months, for a member’s contri-
bution to be credited; and d) actions against delinquent employers can take years 
from the time of the first delinquency or the assessment made by SSS (SSS 
Frances, 2011-Q). 
 
The SSS law includes a penal clause that specifies fines and imprisonment against 
employers who fail to register their employees, as well as the non-compliant self-
employed (RA 8282, 1997). Through a computerized system, account officers at all 
SSS branches can monitor compliance of 500 to 1,500 employers’ accounts, includ-
ing the largest enterprises. In 2006, 81.7% of total enterprises hired from one to 
four employees and accounted for 23.3% of total employment, whereas 0.1% of en-

                                                 
51 In both schemes some employers deduct the contributions but not the loan payments. 
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terprises hired from 500 to 1,999 employees and accounted for 13.9% of employ-
ment (Orbeta, 2011); therefore, monitoring the majority of enterprises that employ 
most workers is either poor or even inexistent. Account officers who discover a de-
linquency send a billing letter to the employer stating the period and amount of de-
linquency and offer a settlement in installments or through dación en pago.52 If the 
employer refuses or fails to pay the delinquency within 15 days from receipt of the 
billing letter, the officer sends him a demand letter. If the employer still has not 
paid in 15 days, the delinquency is referred to the SSS legal unit for either criminal 
or civil action or both before the Commission. The latter can issue an order to a 
court sheriff to seize the debtors’ property and collect the owed money. There are 
no special courts to hear violations of the social insurance law, and when brought 
before civil courts, it takes an average of 10 years to settle a case. A graft case may 
go up to the Supreme Court and may take an even longer time (SSS Frances, 2011-

Q; Edralin et al, 2011-I).  
 
In the first half of 2011, 518 cases were filed by the prosecutor’s office against SSS 
delinquent employers for PhP 236 million (half owed contributions and half penal-
ties) out of which 66% were collected. Thirteen employers were condemned to 6-15 
years of prison and/or imposed fines ranging from PhP 5,000 to PhP 20,000 (SSS, 
2011i). Albeit prison terms are stiff, fines are very low relative to the sum owed 
(e.g., a fine of PhP 20,000 is imposed for PhP 2.8 million in delinquency; the fine 
imposed is only 7% of the amount unpaid). The House of Representatives (2011) is 
considering Bill 4490 to increase penalties. Amnesties are often granted to law-
breaker employers. In 2009, 25,300 delinquent employers (16% of total delin-
quents) had their penalties condoned (TUCP, 2009). The amnesty that expired in 
mid-2011 granted a six-month grace to 11,336 employers (11% of total delin-
quents) who had not collected loan payments from their employees. It condoned 
penalties on overdue principal and interest for PhP1.1billion, provided that said 
employers pay the owed amount in full or up to 24 installments with a 3% annual 
nominal interest (54% of the delinquent amount was paid and 45% in penalties was 
condoned). Delinquent employers who do not comply are unable to get SSS clear-
ance required for their annual renewal of business permits, and their employees’ 
loans are suspended (SSS, 2011g, 2011i).   
 
The success of collection cases largely depends upon the willingness of the ag-
grieved employee to work well with the prosecution and testify against his/her em-
ployer during trial (SSS Frances, 2011-Q). A worker who denounces or testifies 
against his/her employer is protected by the Labor Code (Art. 248-f and 279) 
against the employer’s dismissal, termination of employment, reprisal or any type 

of discrimination. A denouncing worker who is fired can appeal to a labor arbiter or 
the National Labor Commission. The union can file a complaint as well. Workers’ 
denunciations are anonymous but it was not entirely clear from interviews, if there 
had been any case of violation of the Labor Code cited norms (Aguja et al, 2011-I; 
Edralin et al, 2011-I). 
 
It was not possible in GSIS to estimate “members” that are “contributors”. It could 
be argued that non-compliance in GSIS is smaller than in SSS because the im-
mense majority of public employees are formal and GSIS has more control and 
power to collect debts. Regulations are stiff and detailed: all government agencies 
are legally required to send their contributions and those of their employees within 
the first 10 days of the calendar month following the month to which the contribu-

                                                 
52 An arrangement through which an employer transfers property to settle delinquency in contributions. 
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tion applies. GSIS keeps an account of all agencies, monitors their remittances of 
contributions and payment delays, sends collection notices and demand letters to 
delinquent agencies (requesting acknowledgement of receipt from the proper agency 
officer). If no payment is received in 10 days after the due date for contribution, 
GSIS sends a demand letter. If, again, no payment is received in 30 days from re-
ceipt of the demand letter, GSIS sends a notice of default to the delinquent agency, 
and three notices of breach are subsequently sent for 1, 2 and 3 months in arrears, 
suspending benefit privileges and loans to the agency employees and informing 
them of such action, demanding payment of the owed amount, interest and charg-
es, and filing collection cases in court. The GSIS law office can take action against 
the delinquent agency and its responsible officers under RA 8291 Penal Provision, 
although these procedures are complex and may prolong for years. 
 

Sanctions imposed for infringing the law are: 1) 6-12 years of imprisonment and/or 
PhP 5,000-20,000 fines to any violation of provisions; 2) six months to six years of 
imprisonment and/or PhP 3,000-6,000 fines, as well as disqualification for holding  
public office and practice of any profession/occupation licensed by the government 
to agency officers who do not include the due contributions in the annual budget, 
retain deducted contributions, or delay payments; 3) 1-5 years of imprisonment, 
PhP 10,000-20,000 fines, and the cited disqualification for heads of offices of na-
tional government, subdivisions, branches and agencies who avoid or delay pay-
ment. Delayed remittances are charged a 2% monthly interest (SSS, 2011c). Com-
pared with SSS, maximum prison terms are shorter and fines are somewhat lower, 
albeit the disqualification is a tough sanction that is not levied in SSS. Fines were 
established 14 years ago (RA 8297 of 1997), and are too low taking into account 
inflation. Furthermore, interest charges are in nominal terms instead of adjusted to 
inflation. GSIS did not supply data on delinquent government officers sent to pris-
on, except for Mayor Khan Isnaji of Indanan whose sentence might be pending ap-
peal (Aguja, 2011-I). 
 
In 2010, GSIS suspended 313 agencies nationwide (local governments, state owned 
or controlled corporations, national government agencies and the Department of 
Education53) out of a total of 17,810 associated agencies or only 1.8%, which sug-
gest good compliance. Rather than going through a prolonged and costly court trial, 
agencies in default usually sign a memorandum of agreement to pay their debt. If 
the agency breaches the agreement, then GSIS implements the provisions for de-
fault. Out of the 313 suspended agencies, however, only 22% signed an agreement 
and nine of them defaulted. Suspended agencies owed contributions/penalties to-
taled PhP 1.86 billion or seven times the amount owed to SSS and 3.3% of total 
GSIS revenue (based on GSIS, 2011c; GSIS Saludares, 2011- Q). Albeit GSIS con-
tributions are higher than in SSS, these data question the argument of GSIS’ better 
compliance and stronger law enforcement than SSS. 
 
ECC establishes sanctions for employers who do not enroll their employees in SSS 
and GSIS, fail to pay contributions, or delay their remittance. Fines range from PhP 
1,000 to 10,000 and/or imprisonment for the duration of the violation and a 3% 
monthly penalty of the owed sum is charged from the date the remittance is due. If 
a contingency is not reported, the employer is liable for the benefits payable to the 
employee and his/her dependents (ECC, 2010). 
 

                                                 
53 The Department of Education in Mindanao has not paid contributions for 12 years and use the collected money for other purpos-
es (Aguja et al, 2011-I)  
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4. Financial Balance and Reserves  
 
Table 15 shows the SSS and GSIS financial balance (total revenue or contributions 
plus capital returns, minus total expenditure or benefits plus operational expenses) 
in 2000-2010. The balance refers not only to pensions but also to sickness, mater-
nity and other short-term cash benefits. A surplus occurred throughout the period, 
which is much higher in GSIS than in SSS. The GSIS surplus oscillated but in-
creased until 2009 while the SSS surplus declined in 2001-2004 because expendi-
tures increased faster that revenue, although it grew thereafter until 2008. Despite 
the crisis, the 2008 revenue jumped from 19% in GSIS and 10.7% in SSS and the 
surplus peaked in both. In 2009, the revenue fell by 2.7% in both while expendi-
tures kept rising and the surplus decreased to 8% in GSIS and 30% in SSS. With 
the recovery in 2010, SSS revenue rose 12% (the surplus was below the level of the 

2008 peak) but further decreased by 1.5% in GSIS.  
 
 

 Table 15. Expenditure and Financial Balance in SSS and GSIS, 2000-2010a 

 
a All figures in nominal PhP (non-adjusted to inflation).   
 
Sources: Based on SSS, 2001a-2010a, 2011e; GSIS, 2001a-2010a; national budget 2000-2009 from NSCB, 2011c and 2010 
from PIDS, 2011b.  

 
As a percentage of GDP, the GSIS surplus oscillated but decreased from 0.74% to 
0.44% in 2010, but it was still 1.6 times the size of the SSS figure. The SSS surplus 
increased from 0.14% to 0.27%, interrupted by a severe decline and stagnation in 
2001-2006, peaked in 2008, and declined in the midst of the crisis (Figure 9). As 
percentage of the national budget, the GSIS surplus was 3.1% vis-à-vis 1.9% in 
SSS in 2010. 
 
Another way to estimate the financial balance is to compare contribution revenue 
(excluding investment revenue) with benefit expenditures (excluding operational 
expenses). In SSS, benefit costs exceeded contribution revenue in 2000-2004 and 
the deficit was met with capital returns. Since 2005, there was a reversal due to the 
increase in both contribution rate and salary ceiling, thus, a surplus was generated 
and even peaked in 2010. GSIS contribution revenue exceeded benefit expenses in 
the entire period but the surplus declined until 2007, and thereafter rose due to 
higher contribution revenue (Appendix 11).  
 
 
 
 

Year 

Total Revenue 
(million PhP) 

Total Ex-
penditure 

(million PhP) 

Financial Bal-
ance (million 

PhP) 

Surplus/GDP 
(%) 

Sur-
plus/National 
Budget (%) 

GDP 
(million 

PhP) 

National 
Budget  

Revenue 
(million 

PhP) GSIS SSS GSIS SSS GSIS SSS GSIS SSS GSIS SSS 

2000 46,725 42,662 21,770 38,091 24,955 4,571 0.74 0.14 4.84 0.89 3,354,727 514,762 
2001 50,109 45,612 31,629 43,464 18,480 2,148 0.50 0.06 3.28 0.38 3,673,687 563,732 
2002 57,237 45,893 32,099 45,357 25,138 536 0.62 0.01 4.43 0.09 4,022,694 567,293 
2003 65,667 52,184 38,395 47,583 27,272 4,601 0.63 0.11 4.35 0.73 4,316,402 626,630 
2004 66,472 52,825 38,902 50,210 27,570 2,615 0.57 0.05 3.94 0.37 4,871,555 699,768 
2005 70,932 59,800 40,706 51,908 30,226 7,892 0.56 0.14 3.80 0.99 5,444,038 795,707 
2006 74,816 64,652 43,051 58,502 31,765 6,150 0.53 0.10 3.60 0.70 6,031,164 882,435 
2007 76,517 79,699 45,716 67,566 30,801 12,133 0.46 0.18 2.71 1.07 6,648,619 1,136,560 

2008 91,099 97,968 43,137 74,663 47,962 23,305 0.65 0.31 3.99 1.94 7,409,371 1,202,905 

2009 88,618 95,337 44,804 79,125 43,814 16,212 0.57 0.21 3.90 1.44 7,678,917 1,123,211 

2010 87,289 107,120 49,960 84,280 37,329 22,840 0.44 0.27 3.09 1.89 8,513,037 1,207,926 
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Figure 9. Financial Surplus in SSS and GSIS, 2000-2010 (% GDP) 

 
 

Source: Table 15 

 
 

Table 16.  Reserves in PhP, US$ and Percentage of GDP in GSIS and SSS, 2000-2010 

 

Years 
Reserves (millions) 

Reserves/GDP (%) US$/PhP 
Rate (%) 

GSIS SSS 
PhP US$ PhP US$ GSIS SSS 

2000 165,963 3,319 170,409 3,408 4.94 5.08 0.020  
2001 185,741 3,529 161,234 3,137 5.11 4.39 0.019  
2002 213,426 4,055 159,548 3,005 5.38 3.97 0.019  
2003 256,624 4,619 168,137 3,026 5.95 3.90 0.018  
2004 287,295 5,171 176,386 3,135 5.90 3.62 0.018  
2005 337,726 6,417 196,407 3,701 6.20 3.61 0.019  
2006 376,090 7,522 224,996 4,579 6.24 3.73 0.020  
2007 420,513 10,092 243,017 5,870 6.32 3.66 0.024  
2008 453,906 9,532 225,603 4,751      6.13 3.04 0.021  
2009 507,808  11,172 265,330 5,724  6.61 3.46 0.022  
2010 530,782 12,208 289,100 6,588  6.23 3.40 0.023  

 

a Year-end exchange rate.  
   
Sources: Based on SSS, 2001a-2011a, 2011i; GSIS, 2001a-2010a, 2011c; GDP from Appendix 15. 
Exchange  rate  from BSP, 2011. 

 
 
The reserves of SSS and GSIS, both in million PhP and million US$, steadily in-
creased in 2000-2010 (Table 16): 220% in PhP and 268% in US$ in GSIS, and 70% 
and 93% in SSS, respectively. Relative to GDP, however, GSIS reserves rose from 
4.9% to 6.2% whereas SSS reserves shrank from 5.1% to 3.4% (Figure 10). The re-
serves in the Armed provident fund were PhP 12,670 million (US$291 million) in 
2010 or 0.14% of GDP (AFP-RSBS, 2010). The crisis probably induced a small de-
cline in the reserves and their share in GDP in 2008. There is no recent East and 
Southeast Asian data available on pension reserves. In 2004, the Philippines 
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ranked seventh in the reserve value in US$ and sixth in the percentage of GDP, as 
shown in the data from eight East and Southeast Asian countries (2006).54 Most 
recent data were not available. 
 
In summary, based on the total revenue minus the total expenditures, SSS and 
GSIS generated a financial surplus in the period. However, the comparison which 
was based on the contribution revenue and the benefit expenses alone revealed a 
deficit in SSS in 2000-2004. It was met with capital returns albeit SSS generated a 
surplus that peaked in 2010 due to expansion of coverage and contributions. As a 
percentage of GDP, the SSS surplus increased whereas the GSIS’ surplus declined. 
In 2010, GSIS was 1.6 times bigger than SSS but the gap is rapidly closing. Despite 
the crisis in 2008, the surplus in both schemes peaked but it took a toll in 2009; 
the recovery in 2010 helped increase the SSS surplus but that of GSIS further 

shrank. Based on contributions and benefits alone, the SSS surplus decreased in 
2008-2009 but rose and peaked in 2010, whereas GSIS kept rising in 2008-2010; 
the GSIS surplus was five times higher than that of SSS in 2010. 
 
 
 Figure 10. Reserves in SSS and GSIS, 2000-2010 (in million PhP and % GDP) 

 

 
 

Source: Table 16. 

 
 
5. Capital Returns  
 
Generating adequate capital returns is crucial because in the long run they are ex-
pected to play a bigger role to finance pensions rather than contribution revenue. 
In 2000-2010, the share of contribution in SSS total revenue rose from 71% to 74% 
whereas the share of investment decreased from 29% to 26%; conversely in GSIS, 
the contribution share fell from 74% to 64% while that of investment rose from 26% 

                                                 
54 In billion US$ and percent of GDP: Korea 161 and 21.4, Malaysia 70 and 59.2, Singapore 68 and 61.2%, Hong Kong 38 and 
22.9,  China 28 and 1.6%, Thailand 20 and 12, Philippines 7.9 and 9.2, and Indonesia 5.4 and 2.1.  
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to 36% (Appendix 12). The reason for the better performance of GSIS investment 
revenue compared to SSS was that GSIS average capita return has been higher.55 
 
The World Bank (1995) asserted that in 1989-1993, both schemes have low yields 
due to asset allocation with below-market returns. SSS and GSIS published capital 
return (ROI) in nominal terms not in real terms (adjusted to inflation)56; returns for 
2000-2001 were estimated in Table 17 in nominal and real terms. The GSIS real 
return was always positive in the period whereas in SSS was negative in three years 
(Figure 11). Due to a high rate of inflation in 2001, the real return was very low in 
both schemes; however, there was a similar high inflation in 2004-2006, which 
caused negative rates in SSS. The highest inflation rate of 2008 reduced the return 
in both schemes albeit it remained positive. The sharp decline in inflation in 2009 
helped increase the return. The crisis contributed a decrease in both schemes’ re-

turn in 2008 but thereafter, the returns in SSS rose while that of the GSIS fell. If a 
double dip recession and/or a spur in inflation occur in the near future, they would 
damage real capital returns. 
 
 
Table 17. Estimates of Nominal and Real Return of Investments (ROI) based on Total Investment 

and Investment Revenue in SSS and GSIS, 2000-2010 a (in million PhP except inflation rate) 

Year 

SSS GSIS 
Infla-
tion 
Rate 

Total In-
vestments 

Invest-
ment 

Revenue 

Nomi-
nal ROI 

Re-
al 

ROI 

Invest-
ments 

Invest-
ment 

Revenue 

Nomi-
nal ROI 

Re-
al 

ROI 
2000 166,183 12,341 7.4 3.4 135,426 12,092 8.9 4.9 4.0 
2001 151,015 14,239 9.4 2.6 156,789 13,472 8.6 1.8 6.8 
2002 149,211 11,705 7.8 4.8 181,541 19,341 10.7 7.7 3.0 
2003 155,940 12,763 8.2 4.7 219,054 18,880 8.6 5.1 3.5 
2004 160,500 8,853 5.5 -0.5 242,071 26,805 11.1 5.1 6.0 
2005 181,775 12,316 6.8 -0.8 267,713 30,978 11.6 4.0 7.6 
2006 205,226 12,108 5.9 -0.3 284,690 35,352 12.4 6.2 6.2 
2007 225,565 17,870 7.9 5.1 339,656 34,709 10.2 7.4 2.8 
2008 211,355 29,089 13.8 4.5 313,787 43,795 14.0 4.7 9.3 
2009 248,641 22,986 9.2 6.0 436,376 37,601 8.6 5.4 3.2 
2010 273,266 27,850 10.2 6.4 445,744 31,074 7.0 3.2 3.8 
Aver-
age   8.4  3.3   10.2 5.1 5.1 

 

a ROI formula:                 
                 

                
    . ROI from SSS and GSIS do not match table estimates in most 

annualized nominal ROI that is 8.6%, only 0.2 points higher than the average in Table 17; that computation could 
not be obtained from GSIS.  
 
Source: Based on SSS, 2001a-2011a, 2011d; GSIS, 2011a, 2011c. 

 
 

 

 

 

 

 

                                                 
55 For an excellent analysis of investment and capital returns in SSS and GSIS see TSG, 2007. 
56 SSS actuarial valuations compare historical nominal ROI and inflation rates annually but lack estimates of average long-term real 
ROI since the inception of the scheme; GSIS valuations do not have such data at all. 
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Figure 11. Real Capital Returns in SSS and GSIS, 2001-2009                         
(% Invested Reserves) 

 
 

Source: Table 17. 
 

 
In 2000-2010, the annual average real return was 5.1% in GSIS and 3.3% in SSS 
vis-à-vis nominal returns of 10.2% and 8.4% respectively (Table 17). The SSS Actu-
arial Department confirmed that the nominal ROI averaged 8.4% in the period but 
lower than their own fixed increasing ROI, which was needed to maintain the fund 
solvency: 8.7% in 1979, 9.8% in 1983, and 10.6% in 2007 (when the actual ROI 
was 7.9%). Therefore the actual ROI average is 2.2 points lower than the ROI need-
ed to prolong the fund life until 2039 (SSS, 2007b, 2011e). The 2010 GSIS actuari-
al valuation set a nominal ROI of 9.03%, lower than the actual average ROI of 
10.2% in 2000-2010 but higher than 8.6% and 7% in 2009-2010 (GSIS, 2010b; 
Table 17). It was reported in other Asian countries and in many Latin American 
countries that the actual average ROI in both schemes (3-5% real and 8-10% nom-
inal) were lower than the 16-18% (Serrano, 2006; Mesa-Lago, 2008, 2010). In 
1972-2007, the SSS nominal ROI averaged 12.1%. It was below the 13.2% yield of 
91-day T-Bill and the 14.6% of the Phisix Return, only higher than the 10.7% in-
terest from time deposits. Although there was an improvement that occurred in 
mid-1980s, still the ROI was below the T-Bill interest in half of the years in 1998-
2007 (SSS, 2007b). Such low capital returns were largely explainable by the com-

position of the portfolio (discussed in the next section) and the ROI generated by 
specific instruments (analyzed below). 
 
The GSIS average ROI (nominal and real) by instrument in 2000-2010 has been 
much better than in SSS, albeit in the latter, the only available data for the average 
ROI were for the period of 2000-2007 (Appendix 13). In real terms, equities in GSIS 
averaged 7% (tied as the highest of all instruments) but -1.3% in SSS (second 
worst). In loans, GSIS averaged 7% (tied in the highest) whereas SSS was 1.4% 
(fourth highest). In real estate, GSIS averaged 4% (fourth) and SSS -3% (worst). The 
SSS best performance was in government securities (6%) followed by private securi-
ties (3%); the worst performance in GSIS was in bank deposits (1.5%).    
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6. Portfolio Composition 
 
The SSS law sets percentage limits (maximum) to investment on instruments but 
excluding government or government-guaranteed debt instruments. Limits are: 
40% in debt instruments of domestic banks to finance loans to corporations; 35% 
in housing  through direct loans, state agencies or financial intermediaries; 30% 
each in government instruments to finance domestic infrastructure, financial insti-
tutions and corporations, stocks, and government securities; 20% in domestic or 
foreign mutual funds (the later not to exceed 7.5% of the total reserve fund); 15% in 
any particular industry; 10% each in short- and medium-term loans for members, 
and debt instruments of educational and medical institutions; 7.5% in foreign cur-
rency deposits, instruments or equities; and 5% in real estate (RA 8282 of 1997, 

section 26). Deposits and triple A debts, prime and non-speculative equities, and 
other Bangko Sentral ng Pilipinas approved financial instruments and assets are 
also allowed. The small percentage of investment allowed in foreign instruments 
has not materialized (SSS, 2011i). 
 
The GSIS Board sets the rules of investment that must meet the conditions of li-
quidity, safety and yield to ensure the actuarial solvency of the fund. The yield of 
debt instruments issued or guaranteed by the government is labeled with “risk-
free” rate of return, other investments with returns above the free-risk rate should 
compensate for their additional risks. In those “other investments” GSIS shall pur-
sue diversification to minimize concentration, but it does not guarantee overall 
portfolio diversification due to the implicit preference for government debt instru-
ments (PD 1146 of 1977 and RA 8291 of 1997, sections 36, 41; GSIS, 2011b).  
 
Under the GSIS new investment policy guidelines, the following investments are al-
lowed with their maxima, noted in parentheses: i) Loans to members for housing, 
personal, etc. (40% minimum instead of maximum). ii) Fixed-income securities: debt 
instruments in PhP or major currencies guaranteed by the government, e.g., ROP 
bonds, Treasury bills, notes and bonds (60%); debt and hybrid instruments is-
sued/guaranteed by foreign governments, supranational corporations or private 
corporations with specific credit ranking (25%); ibid but including local govern-
ments with lower credit ranking (15%); and domestic debt and hybrids (10%). iii) 
Fixed-income derivatives in major currencies, e.g., interest rate swaps, option 
bonds (no maximum). iv) Securities traded in Philippine Stock Exchange: com-
mon/preferred shares of solvent corporations or financial institutions, equity secu-
rities including depositary receipts, real estate trusts and exchange traded funds, 

with specific conditions (20%). v) Properties and real estate (10%). vi) Externally 
managed funds: entrusted to selected external, professional fund managers, with 
limits set by the Global Investment Program and approved by the Board, e.g., for-
eign mutual funds listed in specific stock exchanges (2.5%). vii)  Cash or short-term 
bank deposits, and lending for a maximum of 6 months, to maintain adequate li-
quidity to meet obligations.   
 
There has been a wide program of loans of multiple types since the start of SSS and 
GSIS. The most important loan program in SSS is for the members who will build, 
repair and improve their homes. It also seeks to support projects for building low-
cost dwellings for members, employees and low-income groups. Other loans have 
been granted to the National Home Mortgage Financing Corporation, the Individual 
Housing Loan Program and the Unified Lending Program (low-cost homes).  The 
salary loans for employees are also significant, however a certain period of time 
must be taken into consideration, given the fact that a one-month salary is payable 
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in one year, which later on can be expanded into a two-month salary, payable in 
two years. For members who have been separated due to economic crisis, including 
farmers, fishermen, cooperative personnel and OFWs, a three-month salary loan, 
payable in three years can be applied. “Development” loans aim investment stimu-
lation, small-middle enterprises (SME), industrial modernization and expansion, 
and exports. Calamity loans are granted to displaced members and SMEs affected 
by typhoons, volcanic eruptions and power crisis. Educational loans are awarded to 
deserving poor college students, payable upon graduation, and to vocational-
technical students who directly go to schools. Health loans are given to community 
and other hospitals. During global crisis, SSS allows qualified members to borrow 
up to US$ 333 and gives them a year grace before the first amortization is due. It 
also grants amnesty for delinquent short-term and housing loan borrowers. In 
GSIS, the average loan jumped from PhP 25,449 to PhP 1,686,086 in 2000-2009 

(BLES, 2010a). 
 

Loans play a social function but the question is whether they are financially profit-
able because the fund must be properly invested to maximize its yield, to strength-
en financial sustainability and to pay adequate pensions. In developing countries, 
social insurance loans or individual mortgage loans to directly build homes have a 
long history of defaults and have low or negative capital returns. Personal (salary) 
loans and loans of health institutions have a similar history. Development loans 
should be calibrated by the solidity of the project and its realistic capital returns. 
All loans should have interest rates above inflation and should be appraised based 
on their rate of return (Mesa-Lago, 2008; Orbeta, 2009). 
 
The performance of loans in the Philippines has varied. SSS housing loans charged 
interest rates below the market for 20 years and the loan ceiling was raised from 
60% to 90% of the appraised value of the mortgage, generating significant losses. 
Hence SSS had to restructure housing loans and to condone penalties on delin-
quent borrowers.57 Later, ceilings for such loans were gradually raised; the interest 
then has increased from 5% to 6%. Due to the decreasing international market 
rates, the housing rates were now above market rates, hence, the borrowers has 
also decreased in number. GSIS housing loans, both for members and developers, 
were not profitable because the principal and the interest rate were fixed and the 
inflation affected their value. By 2010, there were few borrowers and in 2011, the 
government halted them and consolidated all housing loans in HDMF (Aguja et al, 
2011-I). 
 
SSS salary loans have a high risk of non-recovery (80% of borrowers do not pay), 
partly because employers often just remitted employees’ contributions without in-
cluding the loan payments. Thus, the requirements have been tightened requiring 
three years of contribution for a one-month salary loan and six years of contribu-
tion for a two-month salary loan. Currently the data bases of contributions and 
loans are now linked, wherein employers are already required to check the records 
of new employees to find out if they have a loan. There is now an electronic system 
that checks if a worker has paid the loan or not. Development loans are done 
through banks that assume risks and are quite profitable (Capulong, 2011-I). Ca-
lamity loans reportedly result to significant losses (Orbeta, 2011-I). 
 

                                                 
57 In the early 2000s, the government created a housing program in SSS that was a failure. The Department of Finance hired an 

aran-
-30% of the loss but never paid it (De la Paz-Bernardo, 2011-I). In 2007, SSS sold 381 houses worth PhP149 million and 

800 more homes were sold in 2008 (SSS, 2001f). 
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All pension schemes have been tainted with suspicions of grating behest loans to 
friends or those in power (Orbeta, 2011). A congressional investigation of AFP-
RSBS leadership recommended prosecution by the Ombudsman; the loan program 
was then terminated in 2006. In 2007, President Joseph Estrada either suggested 
or pressured SSS and GSIS to buy PhP15 billion shares in Equitable PCI Bank, 
tantamount to 30% of the total bank shares. Thereafter, the PCI shares dropped by 
more than 30%, destabilizing the capital market and  provoking a loss particularly 
to SSS, which took several years to dispose of the shares (De la Rama, 2009). For-
mer SSS Chairperson Corazon de la Paz had to resist proposals for government 
projects not authorized in the Charter (De la Paz-Bernardo, 2011-I). There has been 
politically motivated investment in hotels, in national airlines and in a commercial 
bank, with poor financial results. Under President Arroyo, GSIS bought an expen-
sive art collection which is now being sold (Manasan, 2011-I). 

 
In 2009, SSS was considering to invest US$228 million in government bonds to fi-
nance infrastructure projects (half on road and bridges and half on energy) with a 
30% cap of total investment on three conditions: full government guarantee, priori-
ty to SSS over the projected revenue, and a return higher than the 8% of 10-year 
government bonds (ISSA, 2010b). Such investment project has been delayed due to 
waiting for a new general administration rule, but GSIS has two or three projects 
for PhP70 million by the end of 2011 (Aguja et al, 2011-I). 
 
The composition of the SSS portfolio by instrument in 2000-2010 (Table 18) shows 
important changes: government securities rose from 19.4% to 38.1% and national 
equities from 28.1% to 30.4% (within the ceiling), whereas the salary loans were 
stagnant at about 14.5% (above the ceiling), the housing loans dwindled from 
25.8% to 7.4% and the development loans from 8.5% to 4.6% (total loans dropped 
from 50.7% to 26.8%), while the real estate loans rose from 3.8% to 4.6% with a 
peak before the crisis. The combined shares of government securities and national 
equities declined from 47% in 2000 to a trough of 40% in 2003 whereas the share 
of loans peaked at 51%; real returns equally declined and became negative because 
government securities and equities have higher returns than subsidized loans. A 
reversal in the shares of those instruments particularly since 2006 led to an in-
crease to 69% of the share of securities/equities in 2010 and a fall in loans to 27%, 
resulting to an increase and positive returns since 2007.There was no investment 
in foreign assets/stocks. Despite the increase in government securities, that share 
was still lower than that of Sri Lanka. On the other hand, there was no actual in-
vestment in international instruments as compared in Singapore, Korea, Japan, 
Thailand and China (Asher, 2010). 

 
To enhance capital returns, the SSS actuarial valuation of 2007 recommended fur-
ther portfolio diversification by reducing subsidized loans to members and by in-
vesting more in variable-rate instruments, particularly foreign-currency emissions. 
To further improve loan recovery, it was suggested to outsource the management of 
loans and real estate investment and to control delinquency by doing early deduc-
tion of the loan balance from the expected borrower’s benefit (SSS, 2007b).  
 
GSIS did not provide the distribution of investment portfolio by instrument in 
2000-2010 despite several requests in writing; hence, we had to rely on secondary 
sources for 2008 and on interviews for 2010. Because of this and some different 
clustering of instruments, the comparison of GSIS and SSS portfolios and trends 
by instruments could not be done accurately (Table 18). The GSIS portfolio distri-
bution in 2008 was: 48% in loans (40% in housing, and 4% each personal and de-
velopment); 27% in public and private equities; 18% in government securities; 7% 



 
PENSIONS IN THE PHILIPPINES: CHALLENGES & WAYS FORWARD 

in government and private sector loans; real estate was in a separate account. In 
2010 the GSIS distribution had changed significantly: 40% in government securi-
ties (22 points less than in 2008); 32% in loans (16 points less than in 2008 and 4 
points below the mandated share); 20% in equities; and 8% in cash, bank deposits 
and loans; real estate separated but tiny (TSG, 2007). 

 

 
Table 18. Percentage Distribution of Portfolio Invested by Instrument in 

SSS and GSIS, 2000-2010 

Years 
Securities 

Private 
Equities 

Loans 
Real 

Estate b    Salary         Housing           
. 

Total 

SSS        
2000 19.37 28.07 14.47 25.75 8.51 50.72 3.84 
2001 14.41 26.96 17.48 27.82 7.94 53.24 5.40 
2002 12.47 27.53 19.55 27.84 7.89 55.28 4.73 
2003 12.11 27.83 19.89 25.21 6.07 51.17 8.89 
2004 15.03 28.80 19.96 21.93 5.55 47.44 8.74 
2005 19.38 34.66 17.43 16.92 3.20 37.55 8.41 
2006 23.01 39.70 16.33 13.75 2.73 32.81 4.48 
2007 31.59 34.59 15.60 11.49 2.27 29.36 4.46 
2008 42.06 19.19 18.60 11.39 3.58 33.57 5.18 
2009 35.01 29.01 17.22   8.62 5.65 31.49 4.49 
2010 38.14 30.45 14.84   7.36 4.62 26.82 4.59 

GSIS        
2008 18.0      27.0  4.0      40.0 4.0  48.0 7.0 
2010 40.0      20.0     32.0 8.0 

 
a Development loans for small-medium enterprises, industrial modernization/expansion, 
business rehabilitation/improvement, tourist projects, computer financing for employers, etc. 
b In GSIS real estate is in a separate account, 2007-2008 data refer to cash, bank deposits 
and short-term loans to private sector. 
 
Source: Based on SSS, 2011d; GSIS failed to provide requested statistics for 2000-2010; 
2008 from De Rama; 2010 from Aguja. et al, 2011-I; TSG, 2007 provided data for 2003-
2005 with a different classification. 

 
Figure 12.  Percentage Distribution of Portfolio Invested by Instrument in SSS and GSIS, 2010 

 

 
Source: Table 18.  

 
 
With the limitations explained, changes in portfolio composition between 2008 and 
2010 in SSS and GSIS (Table 18) were: i) government securities had the highest 
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share in both schemes in 2010 (38% and 40%) declining in SSS (42% to 38%) and 
sharply increasing in GSIS (18% to 40%); ii) loans had the second largest share in 
2010, higher in GSIS than in SSS (32% and 27%) and declining in both; iii) equities 
were either tied or had the third share in 2010, bigger in SSS than in GSIS (30% 
and 20%), sharply increasing in SSS and declining in GSIS; iv) real estate and cash 
and equivalents could not be compared but the GSIS share of cash was relatively 
high in 2010 (8%) and was increasing. In summary, both schemes have a relative 
high concentration of investment on state debt. The SSS portfolio composition ap-
pears to be slightly better and improving as compared with GSIS. Figure 12 com-
pares the distribution of investment in SSS and GSIS by instrument in 2010. 
 
The portfolio distribution of the Armed Forces’ provident fund in 2010 was: 58% in 
real estate, 22% in equities, 12% in industrial park leases, and 8% in loans. The 

share on real estate was the highest among the three funds and, apparently, was 
largely invested in AFP buildings and facilities that were not profitable. The share 
in loans, however, was the lowest among the three major schemes because of the 
bad performance of loans. The provident fund was severely affected by the Asian 
crises, as reflected in the net income that reached PhP1.46 billion in 1996 and fell 
to a negative trough of PhP1billion in 1999. After recovering a positive terrain, the 
net income went negative again in 2006; and in 2010, it was only PhP109 million. 
The market capital return was 4% (lower than the 6% guaranteed interest paid) and 
performance varied greatly by instrument: the 58% invested in real estate generat-
ed only 14% of net revenue in 2010 whereas the 22% in equities produced 54% 
(AFP-RSBS, 2010). 
 
“The Philippine domestic capital market may be deemed too small, illiquid and un-
derdeveloped relative to the size and needs of the GSIS [and SSS]” (GSIS, 2011b: 7); 
hence, investment opportunities were limited and mostly concentrated in govern-
ment securities and loans. For developing countries with limited domestic invest-
ment opportunities, foreign emissions provided an alternative for portfolio diversifi-
cation and higher capital returns in the long-run. And yet the SSS cap on foreign 
investment was very small and in the long run, it was gone in spite of the dollar 
denominated instruments through Treasury bonds (Capulong, 2011-I). Despite a 
limited domestic capital market and low capital returns, SSS and GSIS have resist-
ed in investing in foreign instruments and have argued that pension funds should 
be invested in the nation rather than abroad because doing it was unpatriotic.58 In 
1997, the Senate approved a bill allowing foreign investment. SSS was ready to 
proceed but the elected President in 1998 was from a different party, hence, SSS 
decided to wait for his decision. The politicians have denounced foreign investment 
in the media; therefore, it was then halted. SSS also considered outsourcing in-
vestments but did not complete the selection of an international manager (TSG, 
2007; Capulong, 2011-I). In 2007, GSIS began a search for a global fund manager 
to handle international instruments, emphasizing technical skills and experience, 
aiming at expanding foreign investment and mitigating political interference (De la 
Rama, 2009). In 2008, GSIS launched a Global Investment Program in foreign-
denominated instruments through fund managers ING and CréditAgricole, which 
were given a mandate to invest US$300 million each in abroad, requiring a mini-
mum annual dollar return of 8%, a maximum portfolio volatility of 7%, and full di-
versification geographically and across instruments. GSIS real capital return in 

                                                 
58 As an example, Cedric Bagtas, TUPC deputy general secretary, 2011-I.  ECOP vice president accepted investment in foreign assets 
depending on the instruments, returns, relative safety and periodic monitoring (Palileo, 2011-I). 
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2008 was 4.7%. It was much better than the Philippine Stock Exchange Index that 
fell 49% in 2008 (Table 16; ISSA, 2010). 
 
The global crisis provoked a sharp decline in the value of national and international 
stocks and the yields in 2008-2009, whereas the value of government securities 
normally stood up albeit its interest tended to be low or stagnant.  It then led social 
insurance pension funds to cut investment in stocks and to expand in government 
securities. Apparently SSS and GSIS were able to mitigate the effects of the global 
crisis by having big block sales of equities at a premium to market prices prior to 
the crisis, and/or by shifting to safer assets such as government securities, corpo-
rate bonds and other low-risk investments. Table 17 indeed shows that in 2007-
2008, the SSS share in equities dropped from 34.6% to 19.2%, whereas the share 
in government securities swelled from 31.6% to 42.1%, and the share of loans rose 

from 29.4% to 33.6%. And yet, although capital returns in nominal terms improved 
from 7.9% to 13.8% in that period, in real terms they decreased from 5.1% to 4.5% 
(Table 16). In 2009, the previous investment policy was reversed: the share in gov-
ernment securities fell, the equities increased, and the loans dropped; while, the 
nominal capital returns shrunk, which in real terms have improved (Tables 16 and 
17). According to ISSA (2010b), the GSIS strategy on stocks was to hold them until 
market conditions improved or an opportunity arose to sell at the right price. Con-
versely, GSIS reported that such investment was withdrawn before the global crisis 
and earned a nominal 2% return (Aguja, 2011-I), however, it was actually -1.7% 
adjusted for inflation.      
 
Despite the slump in stocks in the worst part of the crisis (2008-2009), the value of 
most stocks had recovered in 2010 and had exceeded the level before the crisis. 
Pension funds with a significant investment share in stocks suffered substantial 
decreases in real capital returns especially in 2008, but their long-term return con-
tinued in a positive terrain. It recovered in 2010 and was much higher than in pen-
sion funds with heavy concentration on government securities (Mesa-Lago, 2010, 
2012). In October 2011, high capital market volatility in the world still existed and 
the threat of another global crisis that could affect pension funds has not yet dis-
appeared. But an important lesson learned was that, portfolio diversification, in-
cluding cautious investment in foreign instruments, paid in the long run. 
 
6. Ratio of Contributors to Pensioners 
 
The “support ratio,” contributors per one pensioner, is commonly used as an indi-
cator of long-run financial sustainability. It means that as the ratio declines, it is 
more difficult to finance the pension system. Countries with both young popula-
tions and pension schemes have higher ratios than those with aging populations 
and mature schemes.  
 
Among the 15 East and Southeast Asian countries, the Philippines has the third 
youngest population, among the three least aged: 1.7% population growth (third 
highest), 23.2 median population age (fourth youngest), and 2.9 total fertility rate 
(third highest) (Table 19). The demographic explosion has negative effects on GDP 
growth and productivity. A draft population management measure has been under 
congressional discussion for two years but was strongly opposed by the Catholic 
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Church.59 On the other hand, Philippines GSIS retirement pension program started 
in 1952 and was among the three oldest among the 13 East and Southeast Asian 
counties. The SSS pension program began in 1957 and was the eighth oldest in 
East and Southeast Asia, only five programs were established thereafter (US-
SSA/ISSA, 2011). With GSIS’ 59 years of operation and SSS ‘54 years, both pro-
grams were rapidly approaching maturity. 
 

Table 19. Comparative Demographic Indicators in East and South-
east Asia 2010 (Projections 2010-2015) 

Countries 
Ranked 
 by HDI a 

Population 
Growth 

(%) 

Median 
Age 

(years) 

Total  
Fertility  

Average Rank-
ings b 

Scores Order 

Very High       
1.     Japan       -0.2 44.7 1.3 1.0 1 
11.   Korea 0.3 37.9 1.3   2.3   2 
27.   Singapore 0.2 39.6 1.5 2.3   2 
37.   Brunei 1.7 27.8 2.0   9.0 10 
High      
57.   Malaysia 1.5 26.3 2.4 10.3 11 
Medium      
89.   China 0.6 34.2 1.8   3.0   5 
92.   Thailand 0.5 33.2 1.9   4.7   6 
97.   Philippines 1.7 23.2 2.9 12.0 12 
100. Mongolia 1.1 26.3 1.9 8.0   8 
108. Indonesia 1.0 28.2 2.0 6.7   7 
113. Viet Nam 1.0 28.5 2.0   2.7   4 
120. Timor 3.4 17.4 6.0 15.0 15 
122.  Laos 1.8 20.6 3.2 14.0 14 
124. Cambodia 1.7 22.3 2.7 12.0 12 
Low      
132.  Myanmar 1.0 27.9 2.2   8.0   8 

 
a Ranking of the Human Development Index. b The lowest the score and the rank-
ing, the oldest the population and vice-versa; scores are averages of the rakings 
of the four indicators; the order is based on the scores: 1 is the oldest country 
and 15 is the youngest. 
 

2010. 

 
 
Table 20 estimates ratios of contributors per one pensioner in SSS and GSIS for the 
period of 2000-2010. The SSS ratio declined from 8.8 to 6.360 and the GSIS ratio 
from 9.8 to 4.7. When combined, the two ratios declined from 9 to 6.1 (Figure 13). 

The fastest decrease in the GSIS ratio was due to an older program to SSS and due 
to the fall in its number of contributors. On the other hand, SSS substantially grew 
because of the coverage expansion. The SSS ratio of 6.3 in 2010 was still relatively 
high. It diminished 28% during the 10-year period but the number of pensioners 
jumped to 94%. The 4.7 ratio in GSIS, its 52% drop in the period and its 81% in-
crease in pensioners should be the causes of concern. Ratios in some separate 
schemes were even lower: 3.8 among firemen, 2.8 among judges and 1.1 in the 
armed forces (authors’ estimates). There were no comparative data with other East 

                                                 
59 According to the National Demographic and Health Survey of 2008, the poorest families have the highest fertility rate more 
than five births while the richest households have the lowest rate less than two births (NAPC, 2011). Obviously, the wealthy are 
practicing birth control that is denied to the poor.  
60 The 2007 actuarial valuation projected a ratio of 3.3 in 2039 when the fund would be depleted (SSS, 2007b). 
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and Southeast Asian countries to better assess the Philippines support ratios with-
in the regional context. 
 
 

Table 20. Ratio of Contributors to One Pensioner in SSS and GSIS, 2000-2010 

Year 
SSS GSIS 

Contributors Pensioners Ratio Contributors Pensioners Ratio 
2000 6,951,366 789,830 8.8 1,590,000 162,200 9.8 
2001 6,984,899 854,422 8.2 1,420,000 171,596 8.3 
2002 7,214,981 924,126 7.8 1,380,000 190,653 7.2 
2003 7,325,552 993,039 7.4 1,320,000 193,601 6.8 
2004 7,496,784 1,002,750 7.5 1,310,000 212,168 6.2 
2005 7,682,795 1,073,336 7.2 1,500,000 213,750 7.0 
2006 8,000,815 1,159,005 6.9 1,348,660 224,692 6.0 
2007 8,050,918 1,249,191 6.4 1,355,558 217,033 6.2 
2008 8,862,325 1,330,223 6.7 1,365,192 263,623 5.2 
2009 9,011,899 1,428,059 6.3 1,368,452 279,011 4.9 
2010 9,659,333 1,536,807 6.3 1,371,219 293,289 4.7 

 

Source: Based on SSS, 2011d; GSIS, 2011a. 
 
 

Figure 13. Ratio of Contributors per One Pensioner in SSS and GSIS, 2000-2010 

 

 
 

Source: Table 20. 

 
 
Table 21 presents the evolution of the population by age group in 2000-2010. The 
young group (age 0-14) proportionally peaked in 2001 and declined thereafter (from 
37.7% to 35.4%); however,  it was still  quite high; whereas the old group (60 and 
over) peaked in 2002 and slightly decreased thereafter (from 7.6% to 6.7%) and was 
very low. The productive-age group (15-59) has been steady rising since 2002 (from 
54.9% to 57.9%), which is good because the dependency ratio has also declined 
(from 82.3% to 72.7%). All this meant that the productive-age group has a lower 
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burden and there was a “window of opportunity” until the old group started grow-
ing due to population aging. 

 
 

Table 21. Distribution of the Total Population by Age Group, 2000-2010 

Years 
Total Pop-
ulation a 

Population Age Group  
(000) 

Dependency 
Ratio b 

Distribution by Age 
Group (%) 

 (000) 0-14 15-59 60+ (%) 
0-
14 

15-
59 

60+ 

2000 76,947 28,360 43,030 5,557 78.8 36.8 55.9 7.2 
2001 78,568 29,639 43,108 5,821 82.3 37.7 54.9 7.4 
2002 80,217 29,873 44,221 6,123 81.4 37.3 55.1 7.6 
2003 81,878 30,085 45,887 5,906 78.4 36.8 56.0 7.2 
2004 83,559 30,415 47,646 5,498 75.4 36.4 57.0 6.6 
2005 85,261 30,873 48,747 5,641 74.9 36.2 57.2 6.6 
2006 86,973 31,743 49,815 5,415 74.6 36.5 57.3 6.2 
2007 88,706 32,141 50,967 5,598 74.0 36.3 57.4 6.3 
2008 90,457 32,609 52,031 5,817 73.9 36.1 57.5 6.4 
2009 92,227 32,990 53,212 6,025 73.3 35.8 57.7 6.5 
2010 94,013 33,296 54,435 6,282 72.7 35.4 57.9 6.7 

 

a NSO medium projection.  b Formula: [(0-14 + 60+)/(15-19)] x100 
 
Source: Population from NSO, 2011a; population 0-14 and 15-59 estimated based on BLES, 
2010a. 

 
 
Population aging and pension expenditure are positively correlated. Although the 
Philippines currently has one of the youngest populations in East and Southeast 
Asia, projections for 2045-2050 show a rapid aging process: a decrease in popula-
tion growth from 1.7% to 0.5% and a decrease in fertility rate from 2.9% to 1.8%. 
However, there was also an  increase in the median age from 23.2 to 36.3, in life 
expectancy from 71.7 to 78.7 years, in the population age 60 and over from 6% to 
18.2%, and in the old-age dependency ratio from 6 to 19.61 As the share of the older 
in the total population raises and longevity expands, pension costs increase dis-
proportionally, and once the productive-age group starts to decline, financing be-
comes more difficult. Compared with nine East and Southeast Asian countries on 
these projections, the Philippines will still be among those aging less (Asher and 
Bali, 2010; Asher, 2011). But the rapid change in the indicators in the next 35-40 
years means that the cost of pensions will escalate, whereas the measures must be 
implemented now to take advantage of the “window of opportunity,” to avoid a sig-
nificant increase in contributions, to avoid a cut in benefits or fiscal transfers, to 

cover deficit in the future pension system and to impede its bankruptcy. 
 
7. Costs of Pensions and Regressive Effects 
 
Table 22 compiles all available data on pensions, both contributory and non-
contributory, disaggregates by scheme, and estimates the percentage distribution 
of costs by scheme, where costs are in relation to GDP in 2010. Out of the total 
costs, the contributory pensions financed by members’ contributions and capital 
returns were 74% (52% SSS and 22% GSIS); the cost of non-contributory pensions 

                                                 
61 Because civil servants live longer, the burden of GSIS benefits will be even higher than implied in the general averages (Asher and 
Parulian, 2011).   
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entirely financed by the state was 25.4% (armed forces 17%62 and policemen 7%), 
the total share of these non-contributory pensions was higher than that of the SSS, 
the scheme with the biggest coverage in the country. The projected cost of non-
contributory pensions for the elderly poor was 0.7%. Therefore, state-financed pen-
sions for middle- and upper income pensioners took 35 times the projected cost of 
social pensions for the elderly poor. In terms of GDP, state-financed non-
contributory pensions for separate schemes took 0.34% whereas those for the poor 
only 0.01%.63 Such inequitable allocation of fiscal resources generated significant 
regressive effects. 
 

Table 22.  Pension Costs in Contributory and Non-Contributory Schemes, 

and Relative to GDP in 2010 (in million PhP and percentages) 
 

Schemes Costs  
(Million PhP) 

Percentage 
Distribution 

(%) 

Cost/GDP 
 (%) 

SSS 59,075 51.7 0.694 
GSIS 25,360 22.2 0.298 
Contributory 84,435 73.9 0.992 
Armed Forces (AFP-RSBS) 19,384d 16.9 0.228 
National Police (PNP)a   8,406   7.4 0.099 
Firemen (BFP)      466  0.4 0.005 
Judges      407   0.4 0.005 
Jail & Penology (BJMP)      348   0.3 0.004 
Non-Contributoryb 29,011 25.4 0.341 
Social Pensions (Non-
contributory) c 

    830   0.7 0.010 

Total      114,276          100.0 1.343 
 

a Year 2009. b Coast Guard and Veterans not available; the DBM (2011) projects 
the cost of Veteran pensions as PhP12 billion in 2013. c Total budget for 2011; un-
til Sept. 15 it was PhP211 million. d Excludes the Provident Fund, which is partly 
contributory and spent PhP500 million in 2010. 
 
Sources: SSS and GSIS from Appendix 7; AFP-RSBS, 2010 and Marayag 2011-I; 
PNP, BJMP and BFP based on BLES, 2011c; Judges from Barribal-Co, 2011; social 
pensions from DSWD, 2011b; GDP from Appendix 15. 

 
 
8. Actuarial Equilibrium 
 
This section summarizes the major findings of actuarial valuations in the three 
principal pension schemes: SSS, GSIS and AFP-RSBS. 
 
a) SSS 
 
In 1959-2007, some 18 actuarial valuations were done in the SSS; the large majori-
ty was internal of the Actuarial Department complying with guidelines from the In-
ternational Actuarial Association endorsed by ILO and ISSA. The SSS valuation re-
sults, assumptions and methodology were validated externally three times since 

                                                 
62 The Department of National Defense (DND) has a budget of or more than PhP100 billion annually, 40% of which (PhP40 billion) 
goes to all pension benefits (Romero, 2010). 
63 Total government spending on social protection was stagnant in 1999-2008; it was 0.8% of GDP, half the average in East and 
Southeast Asia (1.5%) and one-fourth the average in Latin America. Under the new administration in 2011, the social protection 
sector had the largest allocation with 34% of the budget and DSWD received the highest raise, double the 2010 allocation (NAPC, 
2011). 
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1959, two by the ILO and one by the World Bank.64 Since 1991, according to law, 
SSS actuarial valuations have been done every four years: 1991 (including GSIS), 
1995, 1999, 2003 (assessed in 2006) and 2007. We had access to segments of the 
1995 and 1999 valuations and to the complete ones of 2003 and 2007.  
 
Not only the SSS valuations are done every four years but it takes them a long time 
to be officially presented to the Commission: the one in 2003was presented in 2006 
(SSS, 2003b), and the one presented in 2007 with 2006 data has not been officially 
presented to the Commission, as of September 2011. It was almost four years after 
its conclusion and the presentation then has been postponed thrice (Capulong, 
2011-I). In the meantime, the global crisis occurred. The ILO recommended in 1991 
to do valuations more frequently, resorted to periodic external actuaries, and in-
cluded all branches with a follow-up study after the valuation. The latest ILO study 

on Philippine social security, including pensions, was done 15 years ago (ILO, 
1996). It has neither conducted an actuarial study on pensions nor another valida-
tion or peer review since the early 1990s (Schwarzer, 2011). 
 
The 2003 and 2007 SSS actuarial valuations were impressive, highly professional 
documents, and quite voluminous (436 pages in 2007). They were based on multi-
ple demographic, economic and pension system assumptions and projections: pop-
ulation, labor force, mortality and disability rates, life expectancy, inflation and in-
terest rates, contributing members, pensioners, contributions, benefits, adminis-
trative expenses, investment and yields, density of contributions and so forth. 
There were complex sections on methodology and hundreds of statistical tables and 
graphs. Due to the aforesaid reasons, they were written in a highly technical lan-
guage hence, valuations are difficult to understand by non-experts. A former em-
ployer representative in the SSS commission admitted that she lacked the skills to 
understand actuarial valuations and could not recall if she ever read the 2003 one 
(Palileo, 2011-I). The SSS 2007 valuations and the GSIS 2010 valuations have ex-
ecutive summaries of their findings and recommendations that made them more 
accessible. The SSS 1999 valuation was very much publicized through the media in 
order to facilitate the increase in the contribution in 2002. It was indeed successful 
(Capulong, 2011-I). 
 
Actuarial valuations use the projection method rather than the present value 
method.65 Projections on years of the financial deficit (total revenues minus total 
expenditures) and fund life in SSS vary in valuations through time (Table 23). Val-
uations also project the year when benefit expenditure exceeds contribution reve-
nue, but was eliminated herein to facilitate comparisons.66 
 
The SSS 2003 internal valuation (with data at the end of 2002) did 68-year projec-
tions (2003-2070) based on a set of assumptions already summarized, pensions 
increases or not, and three scenarios: “baseline” (realistic conditions), “conserva-
tive” (least favorable conditions) and “optimistic” (most favorable conditions, deleted 
in Table 23 to facilitate comparisons with prior valuations). Projections under con-

                                                 
64 In 1959, 1962 (ILO), 1979, 1981, 1991 (ILO including GSIS), 1995, 1999, 2003, 2006 (World Bank) and 2007. Specific valuations 
were made of SSS programs: disability 1977, self-employment fund 1977 and 1981, EC 1977 and 1995 (SSS, 2011e). 
65 The projection method annually matches inflows (contributions and investment returns) and outflows (benefits and operational 
expenditures); the program is not funded in perpetuity hence it accumulates reserves until a point in which expenditure exceeds 
revenue generating a financial deficit and a subsequent gradual depletion of the reserves, unless corrective measures are taken.   
66 Capulong (2011-I) reports that SSS actuarial valuations project have projected the implicit pension debt (IPD) in local currency, 
however, the data could not be found in the 2003 and 2007 valuations. In 2007 the IPD was estimated as PhP1 billion in SSS, 
PhP433 million in GSIS and PhP316 million in AFP-RSBS; as percentage of GDP the total IPD rose from 38% in 2007 to 54% in 2035 
(TSG, 2007).  
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servative and baseline scenarios of the year of the deficit and depletion of reserves 
(end of fund life) with no pension increase were 2007 or 2022 and 2024 or 2031; 
with pension increase were 2007 or 2010 and 2015 or 2019. Compared with the 
1999 valuation, the life of the fund was extended by 16 years, from 2015 to 2031 
(based on the baseline and no pension increase). It was a result of the parametric 
reforms being implemented, wherein there was an increase in the contribution from 
8.4% to 9.3%, a raise in the maximum taxable salary from PhP 12,000 to PhP 
15,000, a tightening of the definition of years of contribution, improvements in ad-
ministration and investment, and a change in some assumptions (SSS, 2003b).  
 
 

Table 23. Projections of Financial Deficit and Reserve 
Depletion According to Actuarial Valuations in SSS and 

GSIS, 1959-2010 

Valuation 
Year 

Scope  
Programs 

Year Deficit 
Starts 

Year Reserves 
Depleted a 

SSS    
1959 All 1995 2050 
1979 All 2025 2041 
1990 All  2027 or 2060 
1999 All 2001 or 2008 2011 or 2015 
2003 All 2007 or 2022 2024 or 2031 
2006b All  2023 or 2027 
2007 All 2022 or 2030 2030 or 2039  
1977 Disability 2016 2028 
1977 ECC 2028  
1995 ECC  2026 or 2030 
2003 Pension  2015 or 2027 
GSIS    
2004 All 2016 2026 
2005 All 2021 2034 
2006 All 2030 2046 
2007 All 2036 2055 
2008 All 2036 2055 
2009 All 2035 2064 
2010 All 2029 2051 

 
a In SSS, wh a-

(both without pension increases).b World Bank commissioned as-
sessment of 2003. 
 
Source: Based on SSS, 2003b, 2007b, 2011e; GSIS, 2011c. 

 
To further expand the life of the fund, the 2003 valuation recommended to keep el-
evating the contribution rate in stages starting with 10.4% in 2007, to increase the 
minimum AMSC starting with PhP 3,000 in 2007, as well as the maximum AMSC, 
to modify the pension formula, to tighten qualifying conditions for pension eligibil-
ity (age, contributions), and to enhance investment earnings including stricter con-
ditions for loans (SSS, 2003b). A comparison of the 2003 projections (baseline, 
without pension increase) for 2010 and the actual figures in that year shows mostly 
erring on the positive side. The contributors were 8% higher but the contributing 
members were lower (41% versus 33.5%); the pensioners were 2.5% lower, the con-
tribution revenue was 38% bigger and the benefit expenditure was 26% bigger 
hence the actual net revenue was 111% higher (authors comparisons based on ta-
bles and appendices).  
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In 2006, the World Bank commissioned Watson Wyatt & Company to do an as-
sessment of the 2003 internal actuarial valuation, projecting the fund life between 
2023 and 2027 (at least four years less than the 2003 internal valuation). Simula-
tions were made to assess the impact on the fund life of changes such as an in-
crease in maximum AMSC, in the contribution rate and density, and in the average 
benefit (simulation results were not provided to authors). The recommendations in-
clude improving of portfolio diversification and yields, including foreign investment; 
hiring professional investment managers; improving of operational and financial 
performance; and establishing supplementary individual retirement accounts (SSS, 
2011e). 
 
The internal actuarial valuation of 2007 (with data at the end of 2006) did 68-year 
projections (2007-2074) based on the similar assumptions, pension increases or 

not, and the three scenarios used in 2003. The results under the no increase in 
pensions were deficit in 2022 or 2030; it ended a fund life in 2030 or 2039; the pe-
riod of 2016 or 2021 and 2023 or 2028 were under increase in pensions. Using the 
baseline scenario with no increase in pensions, the year of reserve depletion was 
extended to 2039, eight years more than the internal valuation of 2003 and 12 
years more than the external assessment of 2006 (Table 23). Such expansion in the 
fund life was justified by several measures taken which include an increase in con-
tribution from 9.3% to 10.4% in 2007, administrative improvements, and shifting 
of investment towards state securities and equities, etc. (SSS, 2007b). The projec-
tions done in 2006 for the year 2010 were targeted on most variables and, with a 
couple of exceptions. The actual figures were better such as the contributors were 
15% higher (but contributing members lower: 36.8% versus 33.5%), the number of 
pensioners was 2% lower, the number of employees (regular plus contractual) was 
almost exact, and the administrative expenses were 10% lower, the total revenue 
was 7% higher, the total expenditures were 1% higher and the net revenue was 
37% bigger; and the fund was 17% higher (authors’ estimates based on tables and 
appendices). 
 
The 2007 actuarial valuation recommended further parametric reforms to extend 
the fund life, several of which are already proposed in the 2003 valuation, which 
include: i) increase the contribution to 11% in 2011 (expected at the end of 2011), 
12% in 2016 and 13% in 2021; ii) raise the  minimum AMSC from the current 
PhP1,000 to PhP3,000 in 2011, PhP4,000 in 2016, and PhP5,000 in 2021 (which 
would improve the benefit level); iii) augment the maximum AMSC from the current 
PhP15,000 to PhP20,000 in 2011 (announced in August 2011), PhP25,000 in 2016 
and PhP30,000 in 2021; iv) revise the pension formula to avoid significantly differ-
ent replacement rates between higher and lower income groups; v) improve contri-
bution collection and employer compliance (aiming at 12 monthly contributions 
yearly) with strengthened inspection, stricter enforcement of sanctions, crossing 
data with the BIR and local governments, and a better information system; vi) 
tighten qualifications for eligibility of pensions, increasing the years of contribu-
tions (from current 10 to 15 in a ten-year span) and requiring recent payments for 
disability and death benefits; vii) gradually raise the retirement age according to life 
expectancy;67viii) maximize investment yields, as suggested by the ILO in 1994, 
moving away from subsidized member loans toward high-yielding equities, more 

                                                 
67 Rizaldy Capulong, SSS Vice-President for the Capital Market Division, stated that recommendation e) required extensive consulta-

sing the con-
tribution to 11% and the maximum MSC to PhP20,000 will expand the equilibrium until 2046 even with a 10% increase in pen-
sions and double the supplemental grant in 2011 (SSS, 2011e). 
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effectively administering the loans, and transferring management of loan and real 
estate programs to qualified  professionals (SSS, 2007b).  
 
The recommendations did not include periodic adjustments of pensions to the CPI, 
presumably because they would shorten the life of the fund, but the other 
measures that were suggested herein could compensate for that. The 2007 valua-
tion could not take into account the effects of the global crisis in 2008-2009. Ac-
cording to law, a new valuation must be conducted in 2011 (was being prepared in 
September). It should evaluate the impact of measures recommended in the 2007 
valuation and the adjustment of pensions to the cost of living.   
 
b) GSIS 
 

A World Bank (1995) actuarial study projected that GSIS reserves would be fully 
depleted by 2015. However, the internal GSIS 1999 actuarial valuation projected 
that the fund would be depleted by 2041, 26 years longer. It was recommended to 
do projections for a period of at least 45 years, as in SSS. Since 2004, GSIS con-
ducted annual actuarial valuations which was done by its actuarial office and was 
submitted to the Commissions on Audit.  
 
In 2004-2008, the year of the deficit was extended from 2016 to 2036 and the life of 
the fund was from 2026 to 2055, as a result of improvements in collecting debts 
and of rising of investment revenue. The 2008 actuarial valuation projected an an-
ticipation of the deficit would be in one year (2035) but an extension of the life fund 
would be in nine years (2064). The latter was explained by a reduction in the pen-
sion, where there was a decrease from 2% to 1.5% and by the exclusion of em-
ployed survivor pensioners in the projection of future pension claims. The latest 
valuation (2010) showed deterioration because the deficit was shortened to six 
years (2035 to 2029) and the fund life was in 13 years (2064 to 2051). The latter 
was officially explained by a re-inclusion of gainfully employed survivor pensioners 
in the projections (Table 23, GSIS, 2011c). An external consultant was hired for the 
2010 actuarial valuation; some adjustments were made. 
 
The authors have only access to the GSIS actuarial valuation of 2010 (perhaps a 
summary), which in contrast to SSS was very succinct (17 pages including the ex-
ecutive summary that virtually duplicated the text) and with very few assumptions 
on membership growth, mortality, salary increases, benefit increases, cash gift, in-
vestment yield rate and administrative expenses. The data were from the end of 
2009 and the projections for 91 years, from 2010-2100. In the key assumptions, 
the “base case scenario” (BCS) projected the years of the financial deficit and the 
fund life. The assumptions, other than BCS, led to different projections for the pe-
riod. Four of the seven-key assumptions in the BCS raise doubts, which include 
the following: i) the nominal yield rate of 9.03% was lower than the annual average 
of 10.2% in 2000-2010 but higher than the rates of 8.6% in 2009 and 7% in 2010. 
If such low rates continue, the years of deficit and the fund life would be shortened 
by two and five respectively; the valuation warned that the yield rate was the most 
critical variable thus an increase by 0.3% would add 8 years to the fund life but a 
decrease of 0.3% would cut it by 5 years; ii) the average annual nominal pension 
raise in the BCS was 1.5% but our estimate of the average raise in 2000-2010 was 
about twice as high, in this case, the years of the deficit and the fund life would be 
cut by four and nine respectively; iii) the active membership was projected to aug-
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ment to 1.5 million in 2068 and would remain constant thereafter, but the actual 
number of contributors was basically stagnant in 2008-2010. If the number was 
fixed as in 2009, the year of the fund life would be cut by three;68and iv) the admin-
istrative expense in the BCS was 6.2% of contribution and investment revenue, net 
of investment expense; we lacked investment expense, but the average administra-
tive expense relative to total revenue was 7.05% in 2000-2010, giving an average 
investment management cost of 0.78%, which was high; if the administrative ex-
penses were indeed higher than in the BCS, the years of the deficit and the life 
fund would be shortened very little. The valuation concluded that the pension pro-
gram does not yet “face a deep structural crisis which would require immediate and 
drastic changes [but] it will eventually face an imbalance in the long term” (GSIS, 
2010b: 12). 
 

Contrary to the multiple and detailed recommendations in the SSS actuarial valua-
tions of 2003 and 2007, the GSIS valuation of 2010 had only four simple recom-
mendations: i) to make a serious effort to maximize the investment yield. In this 
sense, the new investment policy guidelines could play a crucial role if properly im-
plemented and managed; ii) to have a 0.5% increase in pensions over the 1.5% 
nominal projected would cut four years in the life fund, hence it was suggested that 
there should not be higher increases. The average annual rise in inflation in 2000-
2010 was 5% therefore if nominal pensions were increased by 1.5% and such infla-
tion rate continues, the real pension would shrink by 3.5% annually, demanding 
other measures to face this problem; iii) to conduct continued actuarial studies on 
the fund viability, especially if there were benefit increases. For this purpose, it was 
recommended to ask the IT Group to provide the required technical support in the 
collection and processing of the needed data as well as in the provision of facilities 
to achieve that end; this problem became evident in our request of data from GSIS 
for this study; the basic information took as much as six weeks and a couple of 
crucial data were not supplied. 
 
c) AFP-RSPS 
 
The Decree No. 361 of 1973 (enacted under Ferdinand Marcos’ martial law and a 
dissolved Congress, hence with the category of law), stipulated an initial state fund-
ing for the pension system (AFP-RSBS) of PhP 200 million in four installments in 
the period 1974-1977 but the government postponed and extended payments to 
1976-1980. In addition, after 1977 the state would finance pensions up to PhP100 
million. AFP members would pay 4% of their monthly salary and longevity pay, but 
those who were ineligible to retire; their contributions would be refunded with an 
annual 4% interest. Obviously, such funding was grossly inadequate in view of the 
generous system benefits and insufficient contributions that were refundable. In 
1977, an actuarial report showed that the system was actuarially unviable and 
could therefore collapse. It was unfunded by PhP 512 million at its start (the state 
seed money should have been PhP 712 million instead of PhP 200 million) and had 
liabilities of PhP1.6 billion (AFP-RSBS, 2010). 
 
Several amendments to the Decree of 1973 have had the net effect of aggravating 
the insolvency. Presidential Decree (PD) 1638 of 1979 set compulsory retirement at 
the age of 60 or 30 years of service (but PD 1656 of 1979 reduced the age to 56). 

                                                 
68 In comments to this study, the Actuarial Department argued that starting in 2008, the government began to cut personnel offer-
ing retirement incentives, therefore the 2008-
valuation (GSIS, 2011d). But if the recent streamlining continues, the projected increase of 10% is quite optimistic.    
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The pension could not exceed 85% of basic salary and longevity, but an automatic 
adjustment of the pension to active personnel salary was ordered. PD 1656 of 1979 
increased members’ contribution from 4% to 5% but stipulated that such contribu-
tions would be refunded to all members regardless of their eligibility for retirement; 
hence, it charged the state with the financing of pensions through annual budget 
appropriations. Executive Order (EO) 590 of 2006 “deactivated AFP-RSBS effective 
31 December 2006” and mandated the refund of all members’ contributions with a 
6% interest However, an EO could not amend a law and it was never implemented. 
AFP-RSBS kept collecting the 5% contribution from members but for a provident 
fund while the pension scheme continued to be unfunded and the pensions were 
fully financed by the state. Government pension arrears totaled PhP16 billion in 
2011. The liabilities in the latest actuarial report of 2005 were over PhP100 billion 
(62 times those of 1977). The cost of pensions in 2016 (PhP67 billion) would exceed 

that of salaries of active personnel (PhP63.7 billion), the former would be 50% high-
er than the latter by 2026. The cost of raising pensions at the current annual rate 
of 10% would surpass PhP 1,000 billion by 2040 (Legislation; AFP-RSBS, 2010; 
DBM, 2011).  
 
Trying to cope with such grave insolvency and growing state burden, the AFP has 
prepared a reform Act draft that will introduce important changes, which includes 
the following: i) the age of compulsory retirement was increased from 56 to 58 or 
the years of service would be from 30 to 36 or at the age of 60 with 25 years of ser-
vice (raised from 20); ii) the pension was calculated based on the last salary, in-
stead of the salary of the next higher grade, and on 50% instead of 100% of the 
longevity pay;  the ceiling was increased from 85% to 90% of the monthly salary 
base; iii) the survivors’ pensions were based on 50% of their monthly pension in-
stead of 75%; iv) the pensions were not adjusted to the salary of active personnel 
but periodically (from 2% to 10% every five years); v) a 10% contribution was im-
posed on members and 15% on the government or the actuarially determined rate 
whichever was greater; vi) under consideration were to reassign the 5% provident 
fund contribution to the pension fund and to modify the guaranteed 6% interest. 
These changes would be applied to new entrants after the enactment of the reform 
law, except for the adjustment of pensions that would be enforced for all.  AFP-
RSBS would be terminated and all its funds would be transferred to the new pen-
sion fund. The state would provide seed capital of PhP 120 billion in a period of 10 
years and would finance all current pension obligations (MPPS Act, 2011; Marayag, 
2011-I). 
 
Although the proposed reforms were positive and should reduce costs, they ap-
peared to be insufficient because: i) the reformed entitlement conditions and bene-
fits were still considerably more generous than those in the SSS, GSIS and most of 
the other separate schemes; ii) the proposed age of 58 was still two years lower 
than the 60, which was previously set and the retirement with 30 years of service 
permitted to do it as early as age 47; iii) calculating the pension on the last salary 
substantially increased future costs; iv) the burden for the state would be enor-
mous even with the proposed reforms and there was a risk that under an economic 
crisis it would not meet the financial obligations, hence reducing pensions substan-
tially; v) the proposed 25% contribution (10% by members and 15% by the govern-
ment) was only four points higher than in the GSIS that has stricter entitlement 
conditions and benefits than AFP-RSBS, plus a substantial reserve; and vi) the 
AFP-RSBS ratio of contributors to one pensioner has steadily decreased to 1.1 
hence making it extremely difficult to finance the system unless a huge contribu-
tion was set. The AFP reformers asked to calculate the equilibrium contribution 
without reforms, the GSIS actuary set it at 52%, twice the proposed 25% (AFP-
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RSBS, 2011; Maragay, 2011-I). Due to such heavy burden, the way to make the 
system sustainable would be by further tightening entitlement conditions and ben-
efits. 
 
d) Other separate schemes 
 
We lack information on actuarial studies in other separate schemes, but their lib-
eral entitlement conditions and generous benefits, particularly of justices/judges, 
suggest that pension liabilities should be huge, so as the fiscal costs. The Depart-
ment of Budget and Management (DBM) asked PID researchers to estimate the con-
tribution needed to equilibrate the schemes of uniformed personnel and justic-
es/judges but it could not be done due to lack of hard data on expenditures of 
those schemes (Orbeta, 2011-I; see Table 21).The DBM (2011) now projects that the 

cost of pensions of uniformed personnel (excluding justices and judges) will jump 
from PhP68.8 billion in 2006 to PhP111 billion in 2013.  
 
e) ECC 
 
The SIF for work-related risks in SSS and GSIS is managed by them. Both schemes 
must annually report the state of the SIF but only to provide contribution income 
and expenditures (no data on investment and the reserve). The SIF resources ap-
parently are merged with other funds in each scheme (Villasoto, 2011-I). In 2000-
2009, the combined financial balance in SSS and GSIS was negative, half of the pe-
riod with the worst deficit (PhP1 million) was in 2002; the other years, it generated 
a small surplus, the largest (PhP530, 000) was in 2005, but GSIS has not provided 
figures after 2005 (BLES, 2010a). 
 
There have been two actuarial valuations of the SIF in SSS: (1) 1977 has projected 
a deficit for 2028, and (2) 1995 has projected the life of the fund to 2026 or 2030, 
hence it was earlier than in the previous valuation. The GSIS actuarial valuation of 
1999 has found out that the ECC scheme need urgent remedial measures; the lat-
est valuation (2010) did not project SIF-ECC years of the deficit and the fund life 
(GSIS, 2010b).  
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CONCLUSIONS AND POLICY RECOMENDATIONS  
 

 
This section summarizes the major findings and challenges in the Philippine pen-
sion system in each of the six key aspects that were analyzed in the diagnosis. 
There are proposed recommendations to confront the challenges and to improve the 
system. In addition to their own suggestions, the authors have incorporated rec-
ommendations from other sources: Gonzalez and Manasan, 2002; Serrano, 2006; 
TSG, 2007; Mesa-Lago, 2008, 2010, 2012; De la Rama, 2009; Manasan, 2009a, 
2009b; Orbeta, 2009; Asher, 2009, 2010, 2011; TUCP, 2009; Verceles and Pineda, 
2009; Ginneken, 2010; ILO, 2010; ISSA, 2010a, 2010b, 2011; NAPC, 2011; and 
Pineda, 2010, as well as from the interviewees.  
 
Based on the previous diagnosis of the pension system, parametric and legal re-
forms are recommended to improve the six key aspects that were analyzed. The 
World Bank, IMF, regional financial organizations, and experts recommended a 
structural reform and full or partial privatization.69 The 20-30 year experience of 
countries that followed the said approach indicates a few positive outcomes, like a 
high and growing capitalization and improvements in efficiency. However, the ma-
jority of reform assumptions have not materialized in most countries because the 
coverage has not increased although there were higher promised pensions that still 
need to be tested; the competition does not exist or is inadequate, the administra-
tive costs remain high and show little decrease, and the portfolio diversification has 
not yet occurred. On the other hand, privatization has brought new problems such 
as lack of social solidarity, accentuation of gender inequality, and very high transi-
tion costs that linger for at least 30 years and are quite difficult to finance (Mesa-
Lago, 2008). In 2008-2011, four countries that totally or partially privatized their 
fully-funded pension systems have undertaken “re-reforms.” These are Argentina, 
Bolivia and Hungary and Chile. The first three countries shut down the private sys-
tem or pillar and transferred all their insured funds to the public, pay-as-you-go 
(PAYG) system; while, Chile maintained the system but keep improving some key 
aspects such as coverage, solidarity, pensions and gender equity (Mesa-Lago, 2009; 
Simovitz, 2011).  
 
This study recommends many parametric reforms and some commentators sug-
gested establishing priorities among them. However, the authors feel that is better 
to provide a wide set of policies, within the structure of the study, and leave the de-
cision of what to tackle first to the policy makers, in view of probable differences in 
criteria on this issue. In any case, the reforms should be preceded by a national so-
cial dialogue with representation of all pertinent stakeholders to promote a feasible 
consensus, to legitimize and to improve the political sustainability of the changes. 
Prior to the reforms, an actuarial study should evaluate the proposals and their fi-
nancial viability. 
 

                                                 
69 In the early 1990s the SSS president proposed the privatization of the scheme but it was opposed and failed (Edralin, 2011-I). 
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Unity 
 
1. Integration or harmonization of highly segmented system. Despite some positive 

steps, such as portability, discussion on a potential special unit to manage pen-
sions of uniformed personnel, and the establishment of the NSWD to coordinate 
agencies on social protection, the pension system remains highly-segmented with 
15 separate schemes and needs better integration or at least harmonization. The 
same can be said of the social protection system. Such segmentation affects the 
other five key social security principles. 
 
A study should be done on a gradual merge of SSS with GSIS with a transition pe-
riod to gradually harmonize or standardize entitlement conditions, benefits and 
contributions.70 That merge would lead to lower administrative costs, would elimi-
nate double boards, would take advantage of economies of scale, making portability 
easier, would help eliminate duplicate cover and would create a larger pool for in-
vestment. An even more important merge is strongly advised for the schemes of 
AFP-RSBS, PNP, BJMP, BFP and Coast Guard, into one standardized scheme for all 
uniformed personnel. The scheme of justices/judges should be integrated into the 
GSIS or into an eventual unified scheme of SSS/GSIS for civilian personnel. Those 
currently retired and close to the retirement age would keep the entitlements and 
benefits of the separate schemes but new entrants and young members should 
abide by the merged-scheme entitlement conditions and benefits. Consequently, 
the creation of new separate schemes should be banned. The incorporation of sepa-
rate schemes of powerful groups is politically difficult. It requires a national educa-
tion campaign to explain their unjustified generous conditions/benefits and high, 
regressive and unsustainable fiscal costs. If unification is politically unviable, any 
existing fiscal transfers to privileged schemes should be eliminated. The scheme 
should be financed by contributions from workers and employers plus the invest-
ment yields. The new entrants should be obliged to join the principal program. The 
various programs within SSS and GSIS should be separated. They have their own 
funds and financial-actuarial balance to improve transparency and allow better 
evaluation of financial-actuarial equilibrium in each.  
 
There is a Bill in the House of Representatives that attempts to solve the current 
fragmentation in the administration of work-related risks by dissolving the ECC 
and by creating a new entity with full powers to collect contributions, to manage 

the Fund, to invest its resources and to pay benefits, independently from SSS and 
GSIS. But, this would have some adverse effects. These effects include expansion of 
a new entity bureaucracy, duplication of the collection of contributions, increase in 
administrative costs, which will place a significant sum for investment under a new 
entity without any previous experience on that matter, and deterioration of the cur-
rent segmentation of the system. A better alternative would be that the work-
related program be fully managed by the SSS and by the GSIS (or the potentially 
merged scheme for civilian personnel) but with a separate State Social Insurance 
Fund exclusively for work-related contingencies and adequate external supervision 

                                                 
70 At this study presentation, Daniel Edralin suggested a gradual harm u-

-David (GSIS) argued that the significant differences between the two schemes 
(entitlement conditions, labor rules, wages) would be serious obstacles to integration, and that GSIS better compliance would lead 
to subsidies to SSS (the latter could be tackled with one single administration but two separate funds). Aniceto Orbeta rebutted that 
there are no technical reasons for separate schemes. 
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and an appeal before special social security courts. Medical-hospital and rehabilita-
tion services could be integrated into a special branch of PhilHealth. ECC could 
then be dissolved. The savings on personnel, buildings and equipment are trans-
ferred to the institutions that handle the work-related monetary and the health 
benefits. Some improvements in the Bill could be incorporated into the laws of 
those institutions. 
 
2. Role of the state. The state should play a more active constructive role in the 

pension system by: a) integrating or coordinating all separated pension schemes 
and programs; b) strengthening current powers of the COA, establishing an ad hoc 
single autonomous, technical agency (e.g., a Pension Insurance Commission or Su-
perintendence of Pensions) with regulatory, or overseeing and auditing powers over 
all schemes/programmes both contributory and non-contributory, public and pri-

vate; c) designing a plan to extend coverage with a time table, in cooperation with 
the pension schemes; and d) ensuring the financial sustainability of the system by 
requiring annual actuarial valuations and passing the needed legislation to main-
tain equilibrium (for instance, mandating or pressuring for increases in contribu-
tion rates and eliminating the ceiling on taxable salaries). The state is expected to 
guarantee pensions in case of financial deficit and of depletion of the reserves 
hence should plan ahead and take proper actions to avoid that scenario.   
 
On the other hand, the government should abstain from intruding in the manage-
ment and in investment of reserves of pension schemes, like appointing of members 
to commissions/boards, and pressuring to invest in reserves of government pro-
jects or social assistance for the poor or for people in need due to natural phenom-
ena or economic crises.  
 
In the above content it is important to note that social insurance does not only 
promote social welfare but it also makes positive contributions to labor productivi-
ty, economic growth and political stability. If the pension programs go broke, the 
positive results would not just vanish but catastrophic effects would also occur im-
pacting in the economy, society and political stability. 
 

Coverage 
 
1. Legal coverage. Within East and Southeast Asia, the Philippines has a wide legal 

coverage, mandatory and voluntary, to embrace the informal sector and other 
groups who are difficult to incorporate. The SSS has gradually expanded such legal 

coverage. Several measures have also been implemented to facilitate enrolment and 
payment of contributions of informal workers and OFWs.  
 
2. Statistical coverage of the EAP and the elderly. Despite the expansion in legal cov-

erage, statistical coverage of the EAP relying on contributors only rose from 27% to 
28% in 2000-2010, slightly increasing in SSS (88% of contributors) and declining 
in GSIS (12%). The estimates of coverage, based on SSS members who have paid 
only one contribution, are almost three times than those of the contributors who 
paid a contribution in the year. They are also inflated due to multiple registrations, 
therefore unreliable. The EAP coverage, including separate schemes, was about 
29%. The important expansion of legal coverage has generated results on voluntary 
members, excluding the self-employed, since 2000 due to the shrunk in both abso-
lute and percentage terms. On the other hand, the coverage of the elderly by con-
tributory old-age pensions rose from 8% to 15% in 2000-2010, adding separate 
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schemes of 18%. Therefore, about 71% of the EAP and about 82% of the elderly are 
not covered. This is partly due to the large informal sector (42% of the EAP in 2010) 
and to the high population poverty incidence (26.5% in 2009). Both of which prob-
ably increased during the global crisis, making effective extension more difficult. 
The other reasons include poor enforcement of legal coverage to the informal sector 
and similar groups, declining proportion of members that contribute (33.5% in 
SSS), and high unemployment and underemployment (7.5% and 19.4%). A study is 
needed to accurately determine the weight of each of these causes.  The global cri-
sis did not apparently reduce overall coverage, which has happened in many coun-
tries in the world; but it may have increased informality and poverty, aggravating 
the existing exclusion. 
 
3. Strategies to extend effective coverage. Extending coverage is a long-standing 

priority of the International Labor Organization (ILO) and of the International Social 
Security Association (ISSA). The ILO (2001) has called for “social security for all” as 
a fundamental and universal human right, a core instrument of redistribution for 
reducing inequality, and a tool for stimulating economic and social development. 
The ISSA’s (2010a) new strategy for extension of coverage combines social insur-
ance and social assistance, emphasizing the needs of low-and-middle-income coun-
tries, such as the Philippines, and exhorting social security organizations to use 
their capacity to incorporate informal and other excluded workers. The strategy 
provides useful guidelines on coverage extension and makes a case for more coop-
eration among international agencies in support of coverage extension. The Asian 
Roundtable on Social Security (AROSS) held in 2009, also supported universal and 
comprehensive social security coverage for all Asian peoples (Pineda, 2010).  
 
The SSS should be more inclusive to reach uncovered groups, especially those who 
are in the informal sector, such as street vendors and peddlers, seasonal workers, 
tricycle drivers and so forth, and to design special programs with lower contribu-
tions, where benefits are proportionally calculated. Mandatory legal coverage of the 
self-employed should be actively enforced. Successful extension, however, demands 
that the targeted group must have sufficient workers with relatively homogenous 
characteristics, and must develop specific contribution modalities, eligibility criteria 
and benefit packages for each group.   
 
Examples of incorporation policies are: flexible programmes adapted to excluded 
workers’ socio-economic conditions, such as weekly, quarterly or annual except 
monthly contribution, jointly payable with taxes; contributions/benefits customized 
to payment capacity of excluded workers; obligation to enterprises that hire self-
employed workers to collect their contributions; tying the granting of licenses to 
some self-employed workers (taxi drivers, market vendors) to affiliate in social in-
surance. The state and SSS should support cooperatives, which have been accred-
ited by SSS in 2011, or associations of informal71 and rural workers and women, as 
well as of the indigenous schemes such as damayan, that can operate as interme-
diaries to help affiliate members and to collect their contributions under proper 
state regulations and monitoring. Strong cooperation with local governments has 
been quite successful in PhilHealth to increase coverage at twice the level than the 
pension program; hence SSS should adopt a similar approach. The government 
should incentivize formalization by simplifying tax declaration for small enterprises, 
allowing tax deductions for self-employed contributions and providing coverage for 

                                                 
71 The President of the Alliance of Workers in the Informal Economy Sector supported several measures that were suggested in the 
text (Tesiorna, 2011-I) 
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work-related risks. To incentivize affiliation, a fiscal subsidy could be provided to 
low-income self-employed workers, in lieu of the employer contribution. 
 
The SSS has signed bilateral agreements on social security for OFW with eleven 
countries and has established foreign offices to promote its programs. Such agree-
ments ensure that workers and employers do not pay social security contributions 
in more than one country, therefore, avoiding them to pay both in the Philippines 
and in the current country that they are working with. These agreements should be 
signed together with other developed Asian countries recipients of Filipino workers, 
such as Singapore and Malaysia. ASEAN is in the process of establishing bi-lateral 
and multi-lateral social security agreements that would help cover migrant work-
ers. 
 

The Magna Carta for Workers in the Informal Sector should be approved by the 
Congress and be implemented to promote and expand associations of informal 
workers, to strengthen, to empower and to mobilize them in pursuit of inclusion in 
the pension and other social insurance programs.  
 
4. Need of reliable data. Coverage extension demands reliable data on the excluded 

workers and their socio-economic conditions; and, collects either from improved 
social insurance statistics or labor/ household surveys. The labor survey should 
include questions on pension coverage in all schemes and should disaggregate data 
by class of worker, income, education, gender, location and enterprise size (data on 
all pensioners should be also collected by household surveys). Social Protection 
Surveys, taken in other developing countries, such as in Latin America, provide 
panel data on the socio-economic characteristics of the excluded workers, thus 
helping design the appropriate coverage extension plans and estimate the contrib-
uting capacity of the excluded. A clear definition of “contributor” with a standard-
ized contribution period is needed for accurate calculations of coverage. The inflat-
ed coverage is based on “members” and the underestimation is based on “contribu-
tors.” For example, members who have paid a contribution in the last six months 
instead of one in a whole year or once in their working lives, the registry should be 
fully cleaned of multiple registrations by the same worker. It could be facilitated by 
the new ID in SSS and GSIS. Data on SSS and GSIS coverage by region should be 
collected and be regressed with their respective population poverty incidence. More 
accurate and recent data are needed to measure poverty incidence among the el-
derly.  
 

Benefits 
 
1. Generous entitlement conditions and benefits. The entitlement conditions, the 

pension formula and the benefits are mostly liberal and generous, particularly in 
the separate schemes and in the GSIS. Virtually, all pension schemes have many 
other benefits such as lending, life insurance, provident fund, funeral aid and 
Christmas gift, as well as government insurance property in GSIS. These pension 
schemes are not central to the principal objective of providing income at old-age, 
disability and for dependent survivors. Such wide, ambitious scope of benefits re-
sults in higher contributions. Narrowing those multiple objectives and concentrat-
ing on pensions would help in controlling the rise of contributions, allowing pen-
sion improvement, facilitating the administration and reducing its costs, and pro-
moting better accountability.   
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The pension terminology should be standardized, particularly in SSS and GSIS, in 
order to facilitate understanding and comparison of entitlement conditions and cal-
culations of benefits in both schemes. The comparative tables on entitlement and 
benefits developed in this study are a starting step toward a more comprehensive 
and standardized comparison that would give an even better understanding of the 
complexity and significant differences among the schemes. 
 
2. Changes in entitlements conditions. Although the age of 60 in SSS and GSIS is 

above the East and Southeast Asian average, in view of the ageing process, it is ad-
visable to study the gradual rise of that age in tandem with life expectancy at the 
retirement age.72 The requirement of 10 years of contributions at age 60 in SSS (15 
years in GSIS) is too short compared with those in the six East and Southeast 
Asian nations and other countries with similar level of development; hence, such 

period should be expanded. The years of contribution should be standardized at 15 
in both schemes. There are very short spans to estimate the base salary. In SSS, it 
is the highest salary (AMSC) in the last five years or the average in the last six 
months prior to retirement. In GSIS, it is the last three years (AMC); in the judici-
ary, it is the last month of salary, and in the armed forces, it is the salary plus the 
longevity of the next higher grade. Such short spans encourage under-reporting of 
salary during most of the working life and full-or-over-reporting in the years close 
to retirement in order to increase the pension. Furthermore, they penalize manual 
workers whose salary declines with age due to physical deterioration. The universal 
trend is to lengthen the number of years used to calculate the base salary approx-
imating the working life of the insured, but inflation may erode the salary value in 
early years. Therefore short spans in the Philippines should be gradually length-
ened, but should adjust wages to inflation. Replacement rates are among the top 1-
4 highest in East and Southeast Asia, including in more developed countries name-
ly, Japan, Korea and Singapore. These rates are also above the OECD average of 30 
countries. The 2011 SSS and actuarial valuations should consider a reduction of 
such rates to more financially sustainable levels.73 The SSS ban on re-employment 
of those retired before age 65, following international trends should be lifted.74 SSS 
should increase the number of contributions required to gain the funeral aid. 
 
The extremely liberal entitlement conditions and the benefits in the separate 
schemes have been analyzed in this study. The AFP-RSBS, PNP, BFP, BJMP, Coast 
Guard and Justices/Judges do not pay any contributions; therefore, they are un-
sustainable. They should be drastically reformed, preferably within the recom-
mended unified scheme for uniformed personnel and within the tailored entitle-
ment conditions and benefits of soldiers vis-à-vis officers. The proposed reforms in 
AFP-RSBS are positive but they are insufficient, hence, should be deepened (see III-
F-8).  
 
The above measures are technically needed but politically difficult. Therefore, an 
education campaign for trade unions and for the general public must be demand-
ed, explaining the reasons and giving examples of many countries that have in-
creased the retirement age and have expanded the contribution years and the base 
salary in computing the pension. 

                                                 
72 In 2007, the average life span of a retired male at age 60 was 21.8 years and that of a female was 22.6 years (SSS, 2007b), with 
10 years of contributions. An average retiree could be supported for more than twice that period. The actual retirement age aver-
aged 61.7 and showed an increasing trend since 1998, a strong argument to increase such age from 60 to 62. 
73 TSG (2007) recommends replacement rates in the range of 40-50% average of full- . It is 
adjusted for wage growth. 
74 The TUCP (2009) has proposed a bill that includes this provision. 
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On the other hand, the average retirement/old-age monthly pension in SSS is very 
low. It only costs PhP 3,524 but in GSIS, it is much higher, with the amount of PhP 
8,965. Furthermore, other pensions are even lower. These pension levels, except 
GSIS old-age, are below the estimated monthly minimum wage in Metro Manila, 
which costs PhP8, 100, albeit the minimum wage in the regions is lower; however, 
they are still above the monthly poverty threshold, which costs PhP 1,300. It is im-
portant to assess if the average pension, particularly in SSS, is sufficient to access 
the basic basket of goods and services.  
 
The calculation of benefits and multiple options, the lump sum plus the pension, 
are complex. It is probably hard to understand by the members and to make ap-
propriate choices, thus, making it more difficult to project the costs of benefits. 

Simplifying those options would solve or would alleviate some of those problems. 
Furthermore, taking a lump sum instead of a monthly pension would create a risk 
if the pensioner would outlive that sum.   
 
An adequate ratio of 2.9 currently exists between the level of the minimum pension 
and the average contributory pension; hence, such gap should be maintained. The 
new non-contributory “social” pension is only half of that in the SSS as compared to 
those with less than 10 years of contribution, hence need not be increased to avoid 
disincentives for affiliation. 
 
3. Adjustment of pensions. In 2000-2010, real pensions declined by 24% points in 

SSS but increased 3% in GSIS (decreased 4% relative to 2007), and jumped to 38% 
in AFP-RSBS. Instead of sporadic and discretionary increments often granted after 
an inflationary spur, it would be better and would be more stable if it would be in-
troduced by law to have an automatic mechanism in adjusting pensions to the CPI, 
while submitting to a previous actuarial evaluation.75 An inflationary rebound 
could severely reduce the real value of pensions, as well as the importance of such 
mechanism.  
 
4. Supplemental pensions. Social insurance contributory pensions provide a basic 

benefit that is normally insufficient to maintain the pre-retirement income level. It 
should be supplemented by other savings, particularly for members at a certain 
salary level that have the capacity to save. The GSIS mandatory life insurance and 
the SSS optional provident fund could play that role but an assessment is needed. 
The AFP-RSBS, with a generous mandatory provident fund, is financially difficult to 
maintain. These supplementary plans could be of DB or DB  and could be financed 

by contributions of workers and willing employers. Deferring the income tax on 
contributions for supplementary pensions would be an important incentive. The tax 
is paid at the time of withdrawal of savings. The PERA Act of 2008 was enacted 
stipulating the creation of DC, tax deferred plans for SSS, GSIS and OFW mem-
bers, and opening accounts with a maximum annual contribution of PhP 100,000 
(PhP 200,000 for OFW). It is also to be managed by the administrators and to be 
regulated by various government agencies. But the implementation rules, as of No-
vember 2011, have been delayed because of the fear of a tax revenue loss. The PE-

                                                 
75 There is no consensus on this issue. The president of FFW was not too concerned with adjusting pensions to the cost of living in 

-I). The chairperson of APL was worried that the adjustment would threaten the 
financial sustainability of the fund (Edralin, 2011-I). The TUCP (2011) endorsed pension adjustment either to wages or the CPI. The 
vice president of ECP supported adjustment to the CPI (Palileo, 2011-I). SSS acting actuary did a simulation in 2001 to assess the 
financial viability of pension adjustment to CPI. SSS also thinks that it should be tied to an increase in contributions (Capulong, 
2011-I). 
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RA law needs to be improved including adequate caps on tax exemptions. One of 
the interesting proposals is to unify all company-funded retirement funds, includ-
ing those negotiated by unions and a potential second-tier voluntary DC in SSS, 
into a single DC scheme. It would then make benefits portable (Asper, 2011).  
 
5. Extension of the non-contributory pension. The “social pension” began in April 

2011. By mid-September, it already covered 87,050 extreme poor, ages 77 and 
above, wherein 6.7% are of the elderly poor. The goal for 2012 is to have a figure of 
181,000 beneficiaries. It is 14% of the elderly poor. They are paid PhP1, 500 quar-
terly or PhP500/US$12 monthly. This pension is granted at a very high age where 
few poor are able to reach. The goal is to extend it to those ages 70 and over, and to 
all the poor.  
 

A significant increase in the budget is strongly recommended to rapidly expand the 
number of social pension beneficiaries. First, to cover all the extreme poor and then 
the relatively poor. This action would follow the ILO-led initiative for a “Social Pro-
tection Floor” (ILO, 2010) that recommends a public scheme first pillar to reduce 
poverty. The population ages 65 and over in Philippines is projected to increase by 
500% in 2010-2090; hence, this measure is of crucial importance (OECD-WB, 
2009). The current age for the social pension should be cut from 77 to 70, still 10 
years higher than the minimum retirement age in SSS and GSIS. The social pen-
sion level is one-half of the minimum pensions paid to SSS members with less than 
10 years of contributions, but 15.6% of the SSS average pension and 7% of the 
GSIS average pension which is an adequate relationship. Hence, it should not be 
increased unless the SSS minimum pension is raised, avoiding disincentives to join 
SSS. 
 
The tax-financed targeted social pension is more fitted to the Philippine level of de-
velopment and poverty incidence. It would be less costly and would avoid regressive 
effects caused by a “universal” pension, which is granted regardless of income. The 
current cost of the social pension is 0.01% of GDP. Based on the poverty line, in-
come at age 70, projected at 0.05% in 2069, a “universal” pension would then cost 
six times more (Table 22; TSG, 2007). Abundant evidence proves that a targeted 
pension would significantly reduce poverty but it requires good targeting tech-
niques to prevent fraud or moral hazard. More accurate and recent data on poverty 
incidence among the elderly is needed. The 2012 survey, which measures the im-
pact of conditional cash transfers, should include the social pension.  
 

Social Solidarity and Gender Equity  
 
1. Social solidarity. The public pension system embodies several elements favorable 

to social solidarity, which is not usually found in private systems; however, there 
are more elements against solidarity. The poorest 30% of families receive 7% of 
pensions whereas the wealthiest 20% gets 42%. The highly segmented system, with 
15 separate schemes, generates inequalities and erodes social solidarity. Hence, 
there is a need to harmonize or standardize politically feasible schemes, generous 
entitlement conditions and benefits. This action would reduce unjustified substan-
tial differences between pensions. The average judges’ pension is 18 times the SSS 
average pension, while, the uniformed-personnel pension is 3-6 times. Members of 
separate schemes who want to keep their liberal entitlement conditions/benefits 
should pay through supplementary pension schemes, but not subsidized with fiscal 
transfers.  
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The implementation of suggestions that are previously offered would improve social 
solidarity such as: (a) enforcing of legal mandatory coverage of informal workers, 
domestic helpers and similar groups; (b) extending of the non-contributory pension 
for the elderly poor; and (c) granting a fiscal subsidy to low-income self-employed in 
lieu of the employer’s contribution. Surveys and institutional statistics should 
gather data on EAP coverage disaggregated by education, urban-rural location, 
economic branch and size of enterprise, as well as elderly coverage by some of 
those variables. Survey data are needed to assess the effect of the crisis on inequal-
ities in coverage of the EAP and the elderly. 
 
2. Gender equity. The separation of causes of gender inequality is important to de-

sign proper policies to tackle it. The indicators of labour-market gender discrimina-

tion include women labor participation, 50% of women versus 79% of men. The fe-
male’s share of employment in private enterprises is 29% versus 71% of men; how-
ever, women have much higher share in domestic help than of men, with 84% 
compared to 16%, respectively. Women are being paid 58% of men’s salary for 
equal task. Such inequalities should be corrected by enforcing a law that prescribes 
to pay women equal wages as men for the same work, to expand hours in child-
care facilities to increase female labor participation, and to promote in-work train-
ing of women to help them access decent work. Pension statistics should be sys-
tematically disaggregated by gender to better assess the situation of women and to 
design corrective policies.  
 
Public pension systems tend to soothe gender inequality whereas private systems 
accentuate it. Although there are differences between SSS and GSIS; in the former, 
women have a lower share than men both in membership and pensioners. Where-
as, the opposite is true in GSIS. The main reason is that women enjoy a much 
higher participation in the public sector than in the private sector. They are largely 
domestic helpers, unpaid family members and non-working spouses. They also 
concentrate to occupations that are not covered by social insurance or to tasks 
done voluntarily with little actual inclusion. Women probably have a lower density 
of contribution than men that should result in lower female pensions. The equal 
age of retirement for both sexes allows women to have more contributions but it 
could possibly be insufficient to compensate for a higher female life expectancy. 
Notwithstanding, replacement rates are reportedly similar in the two sexes. Data on 
average pensions of males and females could not be obtained but it needs to be 
generated and to be published for proper assessment. Improving the access of 
women to “decent work” would help increase their contribution density and pen-
sions. The lack of compensation of women allows them to exit the labor force, thus 
continue to raise their children. However, it could also be ameliorated by granting a 
child bonus, just how it was done in some Latin American countries with a similar 
level of development to the Philippines. Widows that receive a survivor pension 
should be allowed to keep it even if they remarry. Women should have better repre-
sentation in administrative commissions/boards in order to empower them to push 
for the needed measures and to fight gender discrimination. Extending the social 
pension to the elderly poor will particularly help women. 
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Efficiency, Administrative Costs, and Representation  
 
1. Efficiency. SSS and GSIS have achieved improvements in efficiency such as de-

velopment of sophisticated computer systems and software (particularly SSS); facil-
itation of the collection of contributions and payment of benefits, reducing the time 
to process pensions; and provision of more information to members through diverse 
electronic means. Both have started a new ID (together with ECC and PhilHealth) 
that stores information on members and facilitates transactions and payments as 
well as reduces fraud. Despite those facts, problems still persist, such as the mem-
bers’ complaints on lack of information, the long delay in crediting contributions, 
understaffing of local offices that either lack computers or are not connected to the 
data base, the remains of manual processing, and backlog on non-credited contri-
butions, computer crashing and so forth. These flaws need to be corrected. 

 
SSS conducts national satisfaction surveys. In the 2008 survey done by an outside 
firm, it got an overall  satisfaction of 77% but 61% of respondents did not answer 
or ignored the question, indicating  lack of knowledge or interest in the program. 
There is also a revealing vacuum that should be tackled by the Commission. GSIS 
has conducted internal surveys based on the answers in office kiosks. A pilot sur-
vey in 2011 had negative results but a copy of it could not be obtained. These sur-
veys should be done regularly by an independent professional firm with adequate 
methodology. Their results must be published or posted in the Internet for public 
knowledge and discussion. Adequate channels should also be opened to hear and 
to process members’ claims, for instance through an expansion of current Om-
budsman jurisdiction to social insurance, which is now limited to hear charges 
against its officials, or through a creation of an Office to Protect Insured Rights. 
 
2. Administrative costs. The ratio of total employees for 1,000 contributors in all 

programs was almost stagnant in SSS and in GSIS during the decade even if they 
excluded contractual employees. These have declined since 2010; however, the lack 
of data impedes an accurate comparison with the previous years. The SSS ratio is 
one-fourth of that of GSIS partly due to a larger number of contributors who take 
advantage of the economies of scale. The administrative costs as percentage of total 
expenditures have declined in SSS and GSIS. In 2010, they were 8.4% and 9.9% in 
SSS and GSIS respectively. Such costs also decreased like the percentage of contri-
bution revenue. By 2010, both schemes were around 8.8%. The drop was due to 
the cuts in generous salaries and in benefits of top executives and some personnel, 
as well as in office space rentals, etc. Moreover, corruption seems to be less too. 
Despite the decrease, the SSS administrative costs are 3 to 12 times higher than 
those of other Southeast Asian pension schemes; the GSIS costs are even higher. 
The SSS contribution for their employees’ enrolment is smaller compared to the 
employees’ enrollment in GSIS. The GSIS and SSS contributions to their respective 
provident funds are 40-45% of the salaries, wherein in SSS, account for adminis-
trative costs is 39%.  
 
SSS and GSIS should provide annually the total number of employees disaggregat-
ed by employment status, whether regular or contractual, whereas the latter will 
gradually be eliminated. Cuts are needed in SSS, especially in GSIS, through re-
duction in the number of personnel in the latter in order to further increase effi-
ciency in both. The current legal percentages for administrative expenses should be 
reduced. SSS employees should be covered by that scheme. The employee’s contri-
bution to the provident fund should be significantly increased from the current 5% 
to reduce both the SSS/GSIS contribution and administrative costs or to reconsid-
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er the viability of the provident funds. Principles of transparency and accountability 
must be respected. An annual auditing of all pension schemes should be effectively 
conducted. 
 
3. Social representation. Workers and employers are a tiny minority in most 

boards/commissions; but, in SSS, they are the majority, and include one woman. 
The President of the Republic appoints all members, including workers and em-
ployers representatives, where the criterion was predominantly political connection 
rather than technical expertise and knowledge. Experts recommend that such 
practice be halted. Workers and pension beneficiaries who paid contributions 
should have majority representation in the board of GSIS and other schemes. The 
election of workers and employers representatives must be done in a democratic 
manner taking into account their management skills, government and political in-

trusion should not allowed.76 Informal workers should be represented in the SSS 
Commission and in the GSIS Board; more women must be in the latter. Greater ac-
countability ought to be demanded from workers’ and employers’ representatives. A 
recall system has been introduced so that the president and the representatives 
failing to comply with their duties are replaced. Members of the commis-
sions/boards should have legal fiduciary responsibility to make exclusive decisions 
focusing on the interest of members. Strict rules should be implemented to prevent 
conflict of interest and to ensure financial disclosure, accountability and transpar-
ency. 
 

Financial Sustainability 
 
1. Contributions. An improvement has been achieved in the creation of innovative 

channels and agencies to collect contributions from informal workers, domestic 
helpers and similar groups. Contributions paid by employers are mandated in all 
schemes and the worker should not pay more than 50% of the total. The employer 
actually pays 68% in SSS and 57% in GSIS. The approval of the 11% increase in 
SSS contribution and of the maximum MSC to PhP20,000 would expand the life of 
the fund, as well as other additional gradual increments that were recommended in 
the 2007 actuarial valuation.  
 
The current contribution rate is higher compared to other countries that are more 
developed. Furthermore, increasing the contribution may create disincentives for 
affiliation, may expand evasion and payment delays, may raise barriers for the in-
corporation of informal workers, and may increase costs of hiring workers by en-

terprises; hence, prudence must be exercised in scaling up the contributions.77 Pri-
ority should be given to increase or to eliminate the SSS salary ceiling for contribu-
tions; GSIS does not have such ceiling. The SSS ceiling is relatively low but it would 
have progressive effects. A reform of the tax system could be studied to improve 
collection efficiency, to reduce regressive effects and to widen the state capacity to 
fund programs in order to fight poverty, which must not be financed by the social 
insurance pension funds. 
 

                                                 
76 Employers have only one association (ECOP). It facilitates the election of representatives because ECOP is recognized by the ILO 
(Palileo, 2011-I).Workers have three federations (APL, FFW and TUCP) making the process more complex. The one that is recognized 
by the ILO usually makes the selection. 
77 Trade union confederations and the employer federation oppose an increase in the contribution. They are more favorable to have 
a raise in the salary ceiling (Edralin, 2011-I; Bagtas, 2011-I; Palileo, 2011-I) or to have higher contributions to those with salaries over 
PhP 20,000 (TUCP, 2009). 
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Employers and employees on all separate schemes must pay contributions, set by 
actuarial valuation, in order to make their benefits financially and actuarially sus-
tainable. 
 
2. Reassigning fiscal subsidies. Own-account workers, spouses of working members 

and similar groups are charged by a percentage contribution which is thrice as 
high as those paid by salaried employees. Based on an actuarial study, subsidies 
from the national and local governments should be granted to low-income informal 
workers, to self-employed workers and to other groups lacking an employer. A full 
or partial replacement of the employers’ contribution would reduce the current 
heavy rate of 10.4%. It is charged to such groups to stimulate affiliation and to ex-
pand affective coverage. The actual cost of all pensions is 1.3% of GDP, whereas the 
ILO calls for 6% to achieve universal coverage by 2015, even in low-income coun-

tries.  
 
The state should explore new sources of revenue or initiate tax reforms to finance 
both the non-contributory pension and the subsidies in order to incorporate those 
excluded low-income informal workers, as well as to help cope with potential finan-
cial deficit when population aging accelerates in the immediate future. Regressive 
subsidies on higher education, housing and other goods/services that favor middle-
and-high-income groups should be eliminated. The saved resources should be 
shifted to help the poor. There should be a reassignment of the part of the current 
expenditure of PhP 29,011 million on non-contributory pensions for separate 
groups with middle and high income, vis-à-vis PhP830 million on non-contributory 
pensions for the elderly. These are towards the expansion of coverage of informal 
workers and to the social pension for all the elderly poor. These actions would cre-
ate a more equitable and progressive social security system and society.  
 
3. Strengthening compliance. In SSS, only 33.5% of the members, 35% of the em-

ployers and 20% of the self-employed contribute. There is no data available for 
GSIS. This data should be provided by GSIS. Although figures on SSS members are 
inflated and both institutions have taken measures to improve compliance-- the 
new joint ID--there is still ample space to enforce the law and to strengthen the 
monitoring of evasion and payment delays, especially in SSS subdivi-
sions/branches, and in medium and small enterprises. In GSIS, out of all sus-
pended non-compliant agencies in 2010 (owing contributions and penalties seven 
times the sum due to SSS) only 22% signed payment agreements and nine of them 
were defaulted. Several measures were suggested to cope with non-compliance.  
 

Collection of SSS and GSIS contributions and monitoring of compliance should be 
done by a single agency in order to cut the costs, based on economies of scale. 
Banks and other entities must comply with SSS rules and guidelines, particularly 
with regards to acceptance of minimum payments. Both schemes should exchange 
data with state tax-collection agencies and DOLE, should increase the number of 
inspectors, should impose stronger sanctions on those who fail to comply, should 
execute more suspensions of delinquent agencies (in GSIS, should ), impose longer 
prison terms and bigger fines, should simplify/shorten the collection process, and 
should publicly reveal delinquent employers, agencies and officials. The Labor Code 
stipulates that workers who denounce evasion or payment delays from their em-
ployers should be effectively protected against dismissals or reprisals. Unions have 
demanded to be active partners in order to discourage delinquent employers. This 
offer should be taken. 
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In SSS and GSIS, fines for non-compliance were legally set 14 years ago and their 
real values have decreased with inflation and are, now, too low. It would be better 
to fix fines as a percentage of the outstanding debt (for instance, ECC monthly 
charges 3% of the sum owed from the date the remittance is due); also, interest 
charged for non-compliance is set in nominal terms and the law should instead fix 
it, adjusted to inflation. Collecting procedures are cumbersome and protracted for 
years. Establishing special courts on labor and social security issues (like in Singa-
pore and Chile) would expedite the process of law enforcement, sanction of delin-
quent employers and officers, and collection of the money owed. Amnesties do not 
seem to deliver very good results and condone penalties to delinquent employers; 
hence, a professional assessment should be conducted to ascertain if it is worth-
while to continue such practice. Educational campaigns or public outreach activi-
ties (as in Japan) should be done to explain the importance of compliance for 

members, the pension scheme and society as a whole. 
 
4. Financial balance. SSS and GSIS rely on a collective partially-funded method that 

is in equilibrium for a given period; then, the fund accumulates reserves until ex-
penditures exceed income, generates a deficit and eventually depletes the fund. 
Based on total revenue minus total expenditures, both schemes generated a rising 
financial surplus in the period, increasing as percentage of GDP in SSS and de-
creasing in GSIS, still the latter surplus in 2010 was 1.6 times bigger than the for-
mer but rapidly closing the gap. Based on contributions and benefits alone, SSS 
endured a deficit in 2000-2004, met with capital returns, but converted it in sur-
plus since 2005 by raising the contribution and the minimum and maximum 
AMSC. Despite the crisis, the surplus in 2008 in both schemes peaked but it took a 
toll in 2009. The recovery in 2010 helped increase the SSS surplus but that of the 
GSIS further shrank. Several policies are suggested below to maintain a surplus 
and to postpone the year of the deficit. 
 
5. Reserves and capital returns. The value of the reserves in absolute terms increased 

in both schemes. As the percentage of GDP rose in GSIS, that of the SSS fell and 
became stagnant, almost half of the GSIS level in 2010, having the values of 6.2% 
and 3.4% respectively. The investment share of total revenue decreased in SSS and 
increased in GSIS, 26% and 36% in 2010, respectively. This is due to the latter’s 
better performance on capital returns (ROI), both overall and by key instrument, 
essential to finance a major share of pensions in the long run. Nominal ROI was 
augmented in both schemes until the 2009 crisis. The real ROI, which is adjusted 
for inflation, has oscillated even though it is steadily positive in GSIS and negative 
in SSS for two years. The ten-year average real annual nominal ROI was 8.4% in 

SSS and 10.2% in GSIS, whereas the real ROI averaged 3.3% and 5.1% respective-
ly. Both ROI were lower compared to other Asian countries. The SSS average nomi-
nal ROI in 1975-2007 was also lower than the 91-day T-Bill and the Phisix Return 
averages. The SSS actual nominal ROI average was lower than that of the ROI fixed 
by actuarial valuations to maintain the life fund. On the other hand, the GSIS ac-
tual ROI in 2009-2010 was also lower than the set in the 2010 valuation. Since the 
inception of the schemes, the SSS and the GSIS actuarial valuations lack estimates 
of average long-term real capital returns. 
 
SSS and GSIS should estimate a real ROI annually and a cumulative average from 
the inception of the schemes to detect trends. The actuarial valuations should set 
ROI in real terms based in alternative inflation scenarios. SSS must increase the 
actual nominal ROI by 2.2 percentage points to meet the required 10.6% set in the 
2007 valuation in order to maintain the fund life until 2039. GSIS should increase 
the actual nominal ROI above its 2009-2010 level to meet the 9% ROI set in the 
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2010 valuation so as to maintain the fund life to 2051. SSS must increase real ROI 
in key instruments. The trends in financial balances, reserves and real ROI indicate 
that both schemes may face financial difficulties in the future, which, in the long 
run, would demand better performance and/or parametric reforms. 
 
6. Portfolio composition. Portfolio composition partly determines capital returns. 

Although the law is not strictly comparable, SSS excludes government and govern-
ment-guaranteed debt instruments from the legal maximum imposed on the other 
instruments; whereas, GSIS sets a maximum of 60% to government securities and 
labels them with “risk-free.” Loans of diverse types, including housing, salary, de-
velopment, education, and calamities, have a minimum of 40% in GSIS, whereas it 
is  a maximum in SSS allotting the 35% in housing and 10% in loans of members. 
Most loans had very low or negative returns until stricter rules were recently im-

plemented. Stocks comprise a maximum of 20% in GSIS and mutual funds have 
20% in SSS, whereas foreign mutual funds have 2.5% and 7.5% respectively. In 
SSS, investment in foreign instruments never materialized; whereas, it briefly did in 
GSIS before the crisis. Political intrusion in investment was common in all schemes 
but they seem to be less now. Portfolio composition in 2010 showed that govern-
ment securities had the highest share, 38% in SSS and 40% in GSIS, declining in 
the former and increasing in the latter. Loans were the second highest share, with 
27% and 32%, declining in both schemes. Equities were the third, with 30% and 
20%, respectively; however, it is sharply increasing in SSS and declining in GSIS. 
Real estate was small in both. The combined share of government securities and 
loans was 65% in SSS and 72% in GSIS, whereas the equity share was only 30% 
and 20%, respectively. The SSS portfolio appeared less concentrated as compared 
with the GSIS, but the latter’s real ROI averaged 1.8 points higher, reflecting a bet-
ter performance virtually in all instruments. Perhaps, it is due to its entrusting the 
investment management to specialized financial groups. Portfolio composition in 
AFP-RSBS was very different. It was 58% in real estate, which mostly covered the 
AFP buildings and facilities, 22% in equities, 12% in industrial park leases and on-
ly 8% in loans. 
 
The ISSA (2004) guidelines for investment of social insurance funds should be fol-
lowed, including further portfolio diversification. The SSS 2007 actuarial valuation 
recommended moving away from subsidized loans towards equities. This recom-
mendation was partly followed by both schemes. In SSS, legal limits should be im-
posed on government and government-guaranteed debt instruments. Rules on 
loans have been tightened and interest rates have been increased. Still, it is advis-
able that an external independent professional evaluation determine if investment 
on all loans is financially profitable, specifically the recovery rate of loans and if the 
interest rates are indeed below the market rates. If the evaluation result is negative, 
the current loan shares of 27% in SSS and 32% in GSIS should be further reduced 
or eliminated.  In all cases, the minimum 40% investment in GSIS should be elimi-
nated. The HDMF and other government financial and banking corporations should 
be fully entrusted with lending. GSIS loans to the government and public institu-
tions should be terminated. Financing or providing direct aid to educational and 
health institutions, as well as loans for construction of low-cost housing, should be 
banned because these activities should be fully funded by the state. A wide educa-
tional campaign could explain the rationality of that policy to members and em-
ployees. Their short-term needs, such as coping with emergencies or acquiring 
homes, would not be met due to the cost of sacrificing the fundamental objective of 
a pension program, which is to pay decent pensions.  
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The domestic capital market is small, illiquid and underdeveloped; whereas, in-
vestments in foreign instruments have low caps and have been tagged unpatriotic 
or resisted with the argument that GSIS had losses during the global financial cri-
sis. These are the problems that explain the high concentration on public debt and 
loans. Profitable investment in domestic equities should be promoted but this re-
quires an expansion of instruments, which in turn demands greater financial sec-
tor development. Investment on infrastructure could be tested by starting with 
small amounts, under careful regulation and monitoring of its results before ex-
pansion. The global economic recovery has been weak. Financial markets remain 
highly volatile, which reflects a possibility of another financial crisis. But the les-
sons show that pension portfolio diversification, including investment in foreign in-
struments, pays in the long run. In case of a second recession, a drastic shift to-
wards very low-risk instruments should be avoided because it would affect the 

long-term capital returns. The SSS acting actuary is favorable to cautious foreign 
investment, particularly in emerging markets that have not been affected by the 
global protracted recession. It is suggested that SSS invest in foreign instruments 
up to the legal maximum, carefully assess the results and, if positive, gradually 
raise the ceiling. The new GSIS investment guidelines ratify direct investment in 
foreign emissions but also allow debt issue guaranteed by foreign governments.  
 
Outsourcing investment management to qualified and reliable companies has been 
recommended by experts and in actuarial valuations and has been proven to be 
positive in the GSIS; hence, should also be considered by the SSS, provided that 
such companies are submitted to strict regulation, monitoring and auditing. An-
other alternative would be to create, in each scheme, an independent professional 
investment board, regulated by law, whose members would be chosen based on 
their experience and merit.  
 
Investment of reserves should be made more transparent by publishing periodical 
statements on the distribution of the portfolio by instrument in GSIS. The real capi-
tal return of each instrument in both SSS and GSIS should be published to allow a 
better evaluation of their profitability, public discussions and potential changes, 
including those suggested on lending.  
 
7. Aging and ratio of contributors to one pensioner. As a result of population aging 

and growing maturity of the pension system, the ratio of contributors to one pen-
sioner dwindled from 8.8 to 6.3 in SSS and from 9.8 to 4.7 in GSIS. The cause of 
the difference is the expanding contributors in the former versus the stagnant con-
tributors in the latter. An effective extension of coverage in SSS would halt and 
would even reverse that trend, which is something more difficult in GSIS. 
 
8. Actuarial valuations. There are reforms introduced during the first decade of the 

21st century which prolonged the life of the SSS fund. However, the 2007 actuarial 
valuation realistic scenario projected the financial deficit in 2030 and the fund de-
pletion in 2039. To improve the life span of the fund, the said valuation made sev-
eral recommendations: a) increase the contribution rate to 11% in 2011 (expected 
at the end of 2011), 12% in 2016 and 13% in 2021; b) raise the  minimum AMSC to 
PhP 3000 in 2011, PhP 4,000 in 2016, and PhP 5,000 in 2021, as well as the max-
imum AMSC to PhP20,000 in 2011 (already approved), PhP 25,000 in 2016 and 
PhP 30,000 in 2021; c) improve the contribution collection and the employer com-
pliance (aiming at 12 monthly contributions yearly) with strengthened inspection, 
stricter enforcement of sanctions, cross-data with the Bureau of Internal Revenue 
(BIR) and local governments, and better information system; d) tighten qualifica-
tions for eligibility of pensions, increasing gradually the number of years of contri-
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butions (from 12 to 18 in ten years) and requiring recent payments for disability 
and death benefits; e) gradually raise the retirement age according to life expectan-
cy; and f) maximize the investment yield, moving further away from subsidized 
member loans toward high-yielding equities, and more effective loan administra-
tion. These measures should be implemented, a couple of them are already in pro-
cess, and, if done, might allow the periodical adjustment of pensions to the CPI, 
which would have a previous actuarial verification. The actuarial valuation was fin-
ished at the end of 2007 but it has not been officially presented to the SSS Com-
mission, for almost four years; while, the 2011 valuation is now in the process. The 
SSS law should be amended to mandate actuarial valuations from every four years 
to annually (as in GSIS). The actuarial valuation should be promptly and officially 
presented to the Commission. 
 

Since 2004, GSIS has conducted internal actuarial valuations. It showed that in 
2004-2008, the year of the financial deficit was postponed from 2016 to 2035; 
whereas, the life of the fund was extended from 2026 to 2064. However, the latest 
actuarial report (2010 with 2009 data) projected six years earlier in the financial 
deficit (from 2035 to 2029). It was 13 years shorter in the fund life (from 2064 to 
2051). This is officially explained by the exclusion and subsequent re-inclusion of 
employed survivor pensioners in the projections. Such explanation appeared to be 
insufficient for a significant cut in the fund life. The 2011 valuation should have 
this checked and should offer recommendations to cope with the problem.   
 
The latest actuarial valuation in SSS was based on the 2006 data; hence, it could 
not take into account the global financial crisis’ adverse effects in 2008-2009. 
Therefore, SSS should rapidly complete the actuarial valuation of 2011 and should 
submit it to the Commission, so it could assess the potential impact of the crisis on 
actuarial equilibrium and to implement the needed adjustments. The GSIS actuari-
al valuation of 2010 must have taken into account the crisis’ effects because it was 
based on the 2009 data; however, it says nothing about the matter. The 2011 valu-
ation, which is in the process, should consider the following: (a) the doubts ex-
plained on the three key assumptions of the projections done in 2010 that might 
shorten the year of the deficit and the life fund; (b) an evaluation of the potential 
impact on capital returns of the change in investment policy guidelines; (c) 
measures to avoid a severe deterioration in the real value of pensions, and; (d) the 
identification of the data problems confronted and recommended steps to cope with 
them. Actuarial studies should include an understandable summary of the current 
system status and alternative recommendations for public scrutiny and debate. 
The successful wide public diffusion of the SSS 1999 valuation is an example to 
follow. 
 
The State Insurance Fund (SIF), managed by SSS and GSIS, reports annually to 
the ECC on contribution revenue and benefits. It reported that there was a deficit, 
half of the time in the last decade. The reports did not provide data on investments 
and reserves. The latest actuarial valuation of the ECC in SSS, done in 1995, pro-
jected the life of the SIF to 2026 or 2027. The GSIS valuation of 2010 failed to pro-
ject the year of the deficit and the fund depletion. It is not clear if the legal mandate 
that the SIF is used only for ECC benefits is fully honored. There is an incongruity 
that should be corrected: SSS maximum contribution payment is 10% of that of 
GSIS but some benefits are more than twice higher in the former than in the latter. 
It is recommended that the SIF is separated from other SSS and GSIS programs 
funds; and annual reports include full information on SIF contributions, benefits, 
investments and reserves. Furthermore, overall actuarial valuations in both 
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schemes should include a separate and thorough evaluation of SIF and proposed 
measures. 
 
Proposed reforms on the AFP-RSBS pension systems are positive and should re-
duce costs, but are insufficient. The GSIS actuary calculated as 52% of the needed 
contribution to sustain the current scheme without reforms (but including a 2% 
annual increase in pensions), twice the proposed contribution of 25%.  Therefore, 
there must be further tightening of entitlement conditions and benefits by: a) rais-
ing the age of retirement from the proposed 58 to 60 and eliminate retirement 
based on 30-36 years of service regardless of age (maintain age 60 plus 25 years of 
service); b) calculating the pension based on a salary average of the last five years 
instead of the last salary; c) changing the current automatic pension indexation to 
salary of active personnel by annual adjustment to CPI (the proposed AFP-RSBS 

modest reform on indexation would cut the contribution from 52% to 45%); and d) 
closing the provident fund for future entrants and transfer its 5% contribution to 
the pension fund.  
 
Projected costs of pensions of uniformed personnel, including AFP-RSBS but ex-
cluding justices/judges, jumped from PhP68.8 billion to PhP111 billion in 2006-
2013. This is also unsustainable, demanding similar restrictions in the generous 
entitlement conditions/benefits and establishing adequate contributions to mem-
bers. 
 
It is suggested that an agreement be signed with the ILO Actuarial Division in Ge-
neva (via the Philippines country office in Manila), which counts with experts on 
actuarial science with long experience in developing countries including Asia, for 
two purposes: revise the 2011 actuarial valuations from SSS and GSIS, and devel-
op and train local personnel on a simulation program to project outcomes of poten-
tial reforms on entitlement conditions and benefits, as well as to estimate the need-
ed contribution to maintain long-run financial and actuarial equilibrium 
 

A Final Observation 
 
All previous recommendations should be submitted to a national commission with 
adequate representation from members (including women and informal workers), 
employers, pensioners, the SSS, GSIS, AFP-RSBS and other separate schemes, as 
well as government pertinent agencies and prominent experts, for their discussion 
and eventually a consensus. This is in order for the commission to submit a report 
to the Executive and the Congress on the agreed-upon reforms. If this is achieved 
and reforms are approved, the Philippine pension system would be more integrated, 
extend real coverage, improve benefits, infuse more social solidarity and gender eq-
uity, raise efficiency and social representation, reduce administrative costs, and re-
inforce financial-actuarial sustainability. The nation, workers and pensioners 
would be the greatest beneficiaries of these reforms.   
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1. Economically Active Population, Employment and Unemployment, 1987-2010 
(In thousands except rates) 

 

ear EAP Employed 
Employment 

Rate (%) 
Unemployed 

Unemployment 
Rate (%) 

1987 23,066 20,833 90.4 2,233   9.7 
1988 23,449 21,205 90.4 2,244   9.6 
1989 24,120 21,908 90.8 2,212   9.2 
1990 24,244 22,212 91.6 2,032   8.4 
1991 25,631 22,914 89.4 2,717 10.6 
1992 26,290 23,696 90.1 2,594   9.9 
1993 26,879 24,382 90.7 2,497   9.3 
1994 27,654 25,032 90.5 2,622   9.5 
1995 28,380 25,676 90.5 2,704   9.5 
1996 29,733 27,186 91.4 2,547   8.6 
1997 30,355 27,715 91.3 2,640   8.7 
1998 31,056 27,913 89.9 3,143 10.1 
1999 32,081 29,980 90.3 3,101   9.7 
2000 30,911 27,453 88.8 3,458 11.2 
2001 32,809 29,156 88.9 3,653 11.1 
2002 33,936 30,062 88.6 3,874 11.4 
2003 34,571 30,635 88.6 3,936 11.4 
2004 35,862 31,613 88.2 4,249 11.8 
2005 a 32,313 a a a 
2006 35,786 32,961 92.1 2,825   7.9 
2007 36,213 33,560 92.7 2,653   7.3 
2008 36,805 34,089 92.6 2,716   7.4 
2009 37,892 35,061 92.5 2,831   7.5 
2010 38,894 36,035 92.6 2,859   7.4 

 
a Employment and unemployment figures for 2005 and thereafter are not comparable to earlier 
years due to a new unemployment definition since 2005.  
 
Source: Based on BLES, 2005, 2010a, 2011a. 
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2. Employed EAP by Type of Worker, 1980-2010 (in thousands) 
 

 
Year 

Formal Informal 

Public 
Sector b 

Private 
Sector a Total c 

Self-
employed Employer 

Unpaid 
Family 
Work 

Private 
Household 

Paid Family 
Operated 
Activity  Total d 

1980    6,266  3,415   9,681 
1981    6,668 3,618   10,286 
1982    6,856 3,843   10,699 
1983    7,226 3,826   11,052 
1984    7,365 3,103   10,468 
1985    7,716 3,235   10,951 
1986    8,140 3,549   11,689 
1987 1,705 7,431 9,136 7,419 671 3,609   11,699 
1988 1,711 7,851 9,562 7,533 568 3,543   11,644 
1989 1,846 8,259 10,105 7,758 654 3,391   11,803 
1990 1,908 8,198 10,106 7,895 719 3,433   12,047 
1991 1,866 8,598 10,464 8,183 741 3,525   12,449 
1992 1,878 8,771 10,649 8,709 769 3,569   13,047 
1993 1,901 8,887 10,788 9,002 731 3,861   13,594 
1994 1,903 9,421 11,324 8,971 792 3,946   13,709 
1995 2,041 9,829 11,870 9,111 894 3,801   13,806 
1996 2,079 10,571 12,650 9,330 996 4,211   14,537 
1997 2,138 11,323 13,461 9,348 1,004 3,902   14,254 
1998 2,186 11,493 13,679 9,450 1,017 3,766   14,233 
1999 2,243 11,889 14,132 9,360 1,432 4,056   14,848 
2000 2,268 11,657 13,925 8,868 1,315 3,344   13,527 
2001 2,337 12,102 14,439 9,375 1,552 3,792   14,719 
2002 2,378 12,275 14,653 9,737 1,662 4,009   15,408 
2003 2,367 11,294 13,661 9,912 1,605 3,765 1,553 139 16,974 
2004 2,420 12,552 14,972 10,011 1,604 3,527 1,371 129 16,642 
2005 2,454 12,261 14,715 10,584 1,520 3,893 1,474 128 17,599 
2006 2,533 12,489 15,022 10,667 1,467 4,038 1,640 127 17,939 
2007 2,623 12,950 15,573 10,570 1,430 4,052 1,738 153 17,943 
2008 2,723 13,283 16,006 10,654 1,427 4,162 1,736 106 18,085 
2009 2,866 13,824 16,690 10,724 1,438 4,218 1,880 110 18,370 
2010 3,025 14,566 17,591 10,858 1,393 4,157 1,925 111 18,444 

 

a Private sector in 2003 to 2010 excludes private households and paid family operated activity. Private sector in 1980-2002 
includes private household and paid family operated activity. g government and government corporations. c Total formal 
workers from 1980 to 2002 includes workers in private households and paid family operated activity. d Total informal workers 
from 1980 to 2002 excludes workers in private households and paid family operated activity. 
Source: Based on BLES, 1995- 2000, 2005, 2010a, 2011a. 

 
 
 

3. SSS Active Contributors by Type of Worker, 2000-2010 
 

Year Employed 
Self-

Employed 
Voluntary OFW Total 

2000 5,519,471 1,007,051 335,645 89,199 6,951,366 
2001 5,491,108 968,968 437,171 87,652 6,984,899 
2002 5,587,965 922,693 611,640 92,683 7,214,981 
2003 5,686,234 826,360 713,906 99,052 7,325,552 
2004 5,891,519 719,309 774,423 111,533 7,496,784 
2005 6,054,166 692,993 769,854 111,782 7,628,795 
2006 6,326,931 662,379 870,419 141,086 8,000,815 
2007 6,591,819 631,709 940,879 158,302 8,322,709 
2008 6,882,926 663,728 1,126,688 188,983 8,862,325 
2009 6,870,556 658,459 1,264,931 217,953 9,011,899 
2010 7,373,436 690,409 1,347,901 247,587 9,659,333 
 

Source: SSS, 2011d. 
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4. Population Poverty Magnitude by Group, 2000-2010 
 

Year Women Elderly Formal & Migrants Farmers Fisherman 
2000 12,227,315 1,277,139 2,622,324 2,431,995 450,020 
2003 11,602,634 969,906 2,886,445 2,027,689 440,579 
2006 12,806,177 1,297,159 3,229,424 2,095,646 482,477 

 
Source: Based on NSCB, 2011b.  

 
 

5. Population Poverty Magnitude and Incidence by Region, 2003, 2006, 2009 
 

Region 
 

Magnitude of Poor Population 
Poverty Incidence Among Total Population 

(%) 
2003 2006 2009 1991 2003 2006 2009d 

NCR a 346,747 594,368 447,891 7.6 3.2 5.4 4.0 
Region IV-A 1,244,809 1,303,044 1,566,359 24.8 12.1 12.3 13.9 
Region III 1,084,339 1,406,844 1,457,004 21.8 12.4 15.2 15.3 
Region II 528,493 563,902 545,053 30.6 19.6 20.0 18.8 
CAR b 299,757 338,270 346,193 37.3 21.7 23.0 22.9 
Region I 953,379 1,192,868 1,085,078 34.6 22.8 26.6 23.3 
Region VI 1,855,768 1,848,604 2,113,255 42.1 30.6 28.6 31.2 
Region XI 1,202,478 1,258,629 1,278,985 39.3 31.0 31.7 31.3 
Region IV-B 906,572 1,122,040 980,542 43.8 37.5 42.2 35.0 
Region VII 2,175,266 2,425,645 2,368,361 42.4 37.2 38.8 35.5 
Region XII 1,137,167 1,203,715 1,332,061 50.4 33.1 33.1 35.7 
Region X 1,382,699 1,529,932 1,586,668 45.3 38.8 39.7 39.6 
Region VIII 1,416,548 1,565,067 1,731,617 45.1 37.6 39.0 41.4 
Region IX 1,325,790 1,273,852 1,361,287 35.8 45.7 39.8 43.1 
Region V 2,200,436 2,335,684 2,422,267 54.6 45.8 45.2 45.1 
ARMM c 816,040 1,232,152 1,388,856 21.5 31.4 42.8 45.9 
Caraga 920,666 978,574 1,131,004 45.0 44.7 44.0 47.8 
Totals/Average 19,796,954 22,173,190 23,142,481 33.1 24.9 26.4 26.5 

 
a NCR = National Capital Region. b CAR = Cordillera Administrative Region. c Autonomous Region of 
Muslim Mindanao. d Regions ranked from lower to higher incidence in 2009. 
 
Source: Based on NSCB, 2011b. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
PENSIONS IN THE PHILIPPINES: CHALLENGES & WAYS FORWARD 

6. Number of Pensioners by Type of Pension in SSS and GSI, 2000-2010 
 

Year 
SSS GSIS 

   Total 
Old Age Disability Survivors EC a 

Sub-
Total 

Old 
Age Disability Survivors 

Sub-
Totalb 

2000 
 

358,826 
 

59,903 
 

353,948 
 

17,153  789,830 104,884 1,677 55,639 162,200 
 

  952,030 

2001 387,756 64,033 384,619 18,014   854,422 108,098 2,063 61,435 171,596 1,026,018 

2002 418,936 66,985 419,230 18,975   924,126 119,268 2,645 68,720 190,633  1,114,759 

2003 453,701 64,014 456,016 19,308   993,039 120,105 2,794 70,702 193,601 1,186,640 

2004 478,568 64,601 441,761 17,820 1,002,750 130,507 3,015 78,646 212,168 1,214,918 

2005 507,542 57,376 490,068 18,350 1,073,336 127,973 3,060 82,717 213,750 1,287,086 

2006 550,380 56,918 527,729 23,978 1,159,005 139,681 3,114 81,897 224,692 1,383,697 

2007 596,776 57,612 575,298 19,094 1,249,191 149,271 3,062 64,700 217,033 1,466,224 

2008 642,819 58,346 609,574 19,051 1,330,223 178,851 3,354 81,418 263,623 1,593,846 

2009 697,779 58,786 651,684 19,349 1,428,059 188,485 3,006 87,520 279,011 1,707,070 

2010 757,289 60,968 698,463 19,594 1,536,807 198,106 3,262 91,921 293,289 1,830,096 
 

a EC=Employees' Compensation, not available in GSIS. b The actual subtotal should be higher because excludes EC pensioners. 
 
Source: Based on SSS, 2007b, 2011d; GSIS, 2011a, 2011c. 

 
 
  7. Annual Expenditures on Pensions in SSS and GSIS, 2000-2010 (million PhP) 

 
Years Old-age Disability Survivors EC Total 

SSS      
2000 12,241 1,899   9,219 695 24,054 
2001 13,650 2,103 10,694 772 27,219 
2002 14,845 2,218 11,727 817 29,607 
2003 15,946 2,190 12,682 836 31,654 
2004 17,041 2,146 13,503 831 33,521 
2005 18,069 2,053 14,083 815 35,020 
2006 20,026 2,047 15,292 824 38,189 
2007 24,638 2,300 18,686 825 46,449 
2008 27,952 2,337 21,201 842 52,333 
2009 29,910 2,320 22,320 845 55,395 
2010 32,023 2,386 23,810 856 59,075 

GSIS      
2000   6,516 181 1,476 729   8,902 
2001   7,252 278 2,493 768 10,793 
2002   8,352 137 2,478 763 11,730 
2003a 7,433 75 2,348 532 10,388 
2004 10,862 100 2,529 556 14,047 
2005 11,643   58 2,733 560 14,994 
2006 12,677   81 2,757 174 15,689 
2007 13,914   79 2,834   66 16,893 
2008 16,948   42 2,685   47 19,722 
2009 18,750 120 3,183   65 22,118 
2010 21,312 146 3,869   31 25,358 

 
a The decline in this year is due to cleaning of members  and reconciliation 
of records. 
 
Source: Based on SSS, 2011d; GSIS, 2011a. 
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8.  Average Nominal Monthly Pension Per Pensioner in SSS and GSIS, 2001-2010 (in PhP) 

 

Year 
 

Old-age Survivorship Disability EC  
(SSS)  GSIS SSS GSIS SSS GSIS SSS 

2000 5,177 2,842 2,210 2,170 8,864 2,641 3,376 
2001 5,590 2,933 3,382 2,376     11,230 2,737 3,511 
2002 5,835 2,952 3,004 2,331 4,316 2,759 3,588 
2003 6,189 2,929 2,767 2,317 2,237 2,851 3,608 
2004 6,935 2,967 2,680 2,547 2,764 2,793 3,886 
2005 7,582 2,966 2,753 2,395 1,580 2,981 3,701 
2006 7,563 3,032 2,805 2,398 2,168 2,968 3,633 
2007 7,768 3,440 3,650 2,705 2,150 3,327 3,593 
2008 7,897 3,624 2,748 2,898 1,043 3,338 3,676 
2009 8,290 3,572 3,031 2,852 3,326 3,289 3,632 
2010 8,965 3,524 3,508 2,834 3,729 3,261 3,633 

 

Source: Authors  estimates based on Appendices 6 and 7.  
 
 
9. Average Real Monthly Pension per Pensioner in SSS and GSIS, 
2000-2010 (in PhP) 

 

Year 
Old-age Survivorship Disability EC 

SSS GSIS SSS GSIS SSS GSIS SSS 
2000 5,177 2,842 2,210 2,170 8,864 2,641 3,376 

2001 5,234 2,746 3,167 2,225 
10,51

5 
2,563 3,287 

2002 5,305 2,684 2,731 2,119 3,924 2,508 3,262 
2003 5,438 2,574 2,431 2,036 1,966 2,505 3,170 
2004 5,750 2,460 2,222 2,112 2,292 2,316 3,222 
2005 5,841 2,285 2,121 1,845 1,217 2,297 2,851 
2006 5,484 2,199 2,034 1,739 1,572 2,152 2,635 
2007 5,478 2,426 2,574 1,908 1,516 2,346 2,534 
2008 5,095 2,338 1,773 1,870 673 2,154 2,372 
2009 5,181 2,233 1,894 1,783 2,079 2,056 2,270 
2010 5,397 2,122 2,112 1,706 2,245 1,963 2,187 

 
Source: Authors estimates based on Appendix 8 and IPC.  
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10. Membership based on Gender and Income in GSIS, 2000, 2005, 2010 

 

Income Bracket 
2000 2005 2010 

Female Male Total Female Male Total Female Male Total 
< 1000 2,538 2,403 4,941 294 202 496 13 7 20 

1,000-1,249.99 1,440 1,434 2,874 209 193 402 16 10 26 
1,250-1,749.99 1,078 873 1,951 1,005 341 1,346 113 124 237 
1,750-2,249.99 1,233 1,582 2,815 200 206 406 24 7 31 
2,250-2,749.99 1,575 2,095 3,670 361 400 761 21 9 30 
2,750-3,249.99 2,603 2,986 5,589 644 803 1447 80 64 144 
3,250-3,749.99 4,283 6,507 10,790 1,567 2,384 3,951 259 279 538 
3,750-4,249.99 6,447 10,590 17,037 3,394 5,346 8,740 647 835 1482 
4,250-4749.99 10,808 20,021 30,829 5,854 9,706 15,560 1,259 1,701 2,960 
4,750-5,249.99 19,427 38,147 57,574 19,490 37,934 57,424 2,534 3,821 6,355 
5,250-5,749.99 13,704 28,663 42,367 11,412 22,924 34,336 3,097 5,026 8,123 
5,750-6,249.99 28,410 46,570 74,980 19,222 40,420 59,642 8,397 14,457 22,854 
6,250-6,749.99 17,546 25,330 42,876 23,297 34,134 57,431 6,503 11,122 17,625 
6,750-7,249.99 19,545 26,058 45,603 16,200 27,888 44,088 10,041 17,127 27,168 
7,250-7,749.99 15,424 14,889 30,313 16,814 19,006 35,820 12,122 25,513 37,635 
7,750-8,249.99 14,038 15,221 29,259 20,436 20,981 41,417 12,869 25,107 37,976 
8,250-8,749.99 27,117 22,202 49,319 17,401 16,526 33,927 11,966 22,173 34,139 
8,750-9,249.99 17,790 11,711 29,501 14,652 11,006 25,658 12,211 20,600 32,811 
9,250-9,749.99 136,595 34,122 170,717 17,639 13,902 31,541 14,962 20,454 35,416 
9,750-10,249.99 83,838 24,742 108,580 133,513 35,470 168,983 15,824 19,230 35,054 

10,250-10,749.99 78,972 21,244 100,216 92,072 25,827 117,899 11,781 15,533 27,314 
10,750-11,249.99 41,013 12,669 53,682 88,028 24,052 112,080 16,021 14,289 30,310 
11,250-11,749.99 35,190 11,308 46,498 51,411 12,163 63,574 11,923 11,759 23,682 
11,750-12,249.99 15,877 7,582 23,459 42,197 13,039 55,236 13,252 9,534 22,786 
12,250-12,749.99 17,002 9,745 26,747 21,504 7,699 29,203 14,311 12,285 26,596 
12,750-13,249.99 9,505 5,583 15,088 7,679 2,947 10,626 8,640 5,401 14,041 
13,250-13,749.99 23,017 11,369 34,386 18,925 11,120 30,045 12,255 7,761 20,016 
13,750-14,249.99 19,455 10,756 30,211 22,239 9,273 31,512 20,168 9,370 29,538 
14,250-14,749.99 7,559 4,795 12,354 12,845 7,603 20,448 16,219 8,244 24,463 

  >= 14750 87,657 83,905 171,562 127,819 108,966 236,785 606,675 236,985 843,660 
  Total 760,686 515,102 1,275,788 808323 522461 1,330,784 844203 518827 1,363,030 

 
Source: GSIS-ITSG, 2011. 

 
 

 
11. Contribution Revenue, Benefit Expense and Balance in SSS and GSIS, 
2000-2010 (in million PhP) 
 

Year 
SSS GSIS 

Contribution 
Revenue 

Benefit 
Expense 

Balance 
Contribution 

Revenue 
Benefit 
Expense 

Balance 

2000 30,321 33,889 -3569 34,562 18,225 16,337 
2001 31,372 39,015 -7643 36,560 22,881 13,679 
2002 34,188 40,872 -6684 38,596 25,981 12,615 
2003 39,420 42,806 -3386 39,129 28,044 11,085 
2004 43,936 44,883 -947 39,508 32,264 7,244 
2005 47,483 46,270 1214 39,765 33,098 6,667 
2006 52,544 52,122 422 38,593 32,672 5,921 
2007 61,829 60,747 1083 39,938 34,496 5,442 
2008 68,879 67,917 962 44,048 36,857 7,191 
2009 72,351 72,050 301 49,012 39,701 9,311 
2010 79,270 77,170 2100 56,213 45,027 11,186 

 
Source: Based on SSS, 2001a-2011a; GSIS, 2011a. 
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12. Total Revenue Disaggregated by Contribution and Investment Revenue in SSS and 
GSIS, 2000-2010 (in million PhP and percentages) 

 

Year 
Total  

Revenue 
Contribution 

Revenue 
Investment 

Revenue 

Contribu-
tion/ Total 

Revenue (%) 

Investment / 
Total Reve-

nue  
(%) 

SSS GSIS SSS GSIS SSS GSIS SSS GSIS SSS GSIS 
2000 42,662 46,725 30,321 34,562 12,341 12,092 71.1 74.0 28.9 25.9 
2001 45,611 50,109 31,372 36,560 14,239 13,472 68.8 73.0 31.2 26.9 
2002 45,893 57,237 34,188 38,596 11,705 19,341 74.5 67.4 25.5 33.8 
2003 52,184 65,667 39,420 39,129 12,763 18,880 75.5 59.6 24.5 28.8 
2004 52,789 66,472 43,936 39,508 8,853 26,805 83.2 59.4 16.8 40.3 
2005 59,800 70,932 47,483 39,765 12,316 30,978 79.4 56.1 20.6 43.7 
2006 64,652 74,816 52,544 38,593 12,108 35,352 81.3 51.6 18.7 47.3 
2007 79,699 76,517 61,829 39,938 17,870 34,709 77.6 52.2 22.4 45.4 
2008 97,968 91,099 68,879 44,048 29,089 43,795 70.3 48.4 29.7 48.1 
2009 95,337 88,618 72,351 49,012 22,986 37,601 75.9 55.3 24.1 42.4 
2010 107,120 87,289 79,270 56,213 27,850 31,074 74.0 64.4 26.0 35.6 

 
Source: Based on SSS,2010a-2011a; GSIS, 2011a. 
 
 

13. Nominal and Real ROI Averages by Instrument, in GSIS and SSS,2000-2010 
 

Year Cash & 

Equivalent 

Fixed 

Income 

Equities Alternative 

Investment 

Real 

Estate 

Loans to 

Members 

External 

Investment 

Total 

GSIS         

2000       11 11 3 8 2 11    9 
2001 5 11 2 7 2 10    8 

2002 3 10 4        21 2 11  10 

2003 8   9 4 2     67 10  11 

2004 2 10 6 6 3 14  10 

2005 2   9 6 7    0.3 17  10 
2006 3   9      19 5 3 15  11 

2007       23   6 7 6 6 16   5   9 

2008 6   7     -15 7 9 12  -5   7 
2009 8   6 69 5 6   7 12 10 

2010 3 12 25        14      0.01   9 10 10 

Average   6.6     9.1   11.8    8.0    9.1   12.0     5.5    9.5 
Real b   1.5     4.0     6.8    2.9    4.0     6.9     0.4    4.4 

Year Securities Equities Housing Real 

Estate 

Loans to 

Members 

a Total 

Gov’t Private 

SSS         

2000 12.4 16.8    -2.9 16.6 0.8 4.4  7.4 
2001 13.2 13.8 3.7 13.7 1.2 7.7  9.2 

2002 16.5 11.7 2.2 12.4 1.4 5.8  8.1 

2003 16.8 11.3 1.9   4.9 2.5 4.6  5.9 
2004 11.7   7.1 2.9   5.3    -3.8 7.8  5.1 

2005 13.2   6.8 3.4   6.8 8.5    10.2  7.2 

2006 12.2   4.6 3.5   5.7 3.0 8.8  6.2 
2007   9.7  -9.4    15.0  -3.7 6.2 1.6  8.7 

2008           13.8 

2009          9.7 
2010        10.8 

Average  11.1    7.8   3.7    7.7   2.2   6.4    7.2 

Real c    6.1    2.8  -1.3     2.7   -2.8   1.4     2.2 

 
a None. b Adjusted to the average inflation rate of 5.1% in 2000-2010. c Average in 2000-2007 ad-
justed to the average inflation rate of 5% in that period. 
Source: GSIS, 2011c; SSS 2007b, 2011a, 2011i. 
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14.  Return on Investment (ROI) Using the Annualized Method in SSS 2000-2010 

 

Year 

Government 
Securities & 
Bank Depos-

its 

Corporate 
Bonds 

and Busi-
ness 

Loans 

Equities Housing Properties 
Member 

Loans 
Total 

2000 12.42 16.85 -2.86 16.58 0.76 4.43 7.42 
2001 13.19 13.82 3.69 13.67 1.15 7.70 9.19 
2002 16.71 11.73 1.64 12.41 1.36 5.82 8.12 
2003 16.25 11.32 2.93 4.90 62.32 4.56 8.57 
2004 15.17 7.13 2.80 5.40 -3.77 7.33 5.53 
2005 12.33 6.81 3.30 6.69 8.45 9.50 7.20 
2006 10.83 4.66 3.44 5.41 2.95 7.90 6.14 
2007 8.13 -9.30 14.89 -3.01 1.59 5.80 7.95 
2008 8.10 1.97 37.16 5.80 12.24 6.37 13.82 
2009 7.35 10.17 20.65 4.20 4.76 5.57 9.71 
2010 7.33 7.77 23.35 3.24 17.49 2.25  

10.80 
 

Source: SSS, 2011f. 
 
 
 

15. Gross Domestic Product at Current Prices, Inflation Rate and GDP at Constant Prices,1980-
2010 

 

Year 
GDP  

(billion current PhP) 

Inflation 
 Rate  
(%) 

GDP Rate  
(constant 1980 

PhP, %) 
1980    243.8 18.2  5.1 
1981    281.6 13.1  3.4 
1982    317.2 10.2  3.6 
1983    369.1 10.0  1.9 
1984    524.5 50.3 -7.3 
1985    571.9 23.1 -7.3 
1986    608.9   0.8  3.4 
1987    682.7   3.8  4.3 
1988    799.2   8.8  6.8 
1989    925.4 10.6  6.2 
1990 1,077.2 12.7  3.0 
1991 1,248.0 18.5 -0.6 
1992 1,351.6   8.6  0.3 
1993 1,474.5   6.9  2.1 
1994 1,692.9   8.4  4.4 
1995 1,906.0   6.7  4.7 
1996 2,171.9   7.5  5.8 

             1997 2,426.7   5.6  5.2 
1998 2,665.0   9.3 -0.6 
1999 2,976.9   5.9  3.4 
2000 3,354.7    4.0  6.0 
2001 3,631.5   6.8  1.8 
2002 3,963.9   3.0  4.4 
2003 4,316.4   3.5  4.9 
2004 4,871.6   6.0  6.4 
2005 5,444.0   7.6  5.0 
2006 6,031.2   6.2  5.3 
2007 6,648.6   2.8  7.1 
2008 7,409.4   9.3  3.7 
2009 7,678.9   3.2  1.1 
2010 8,513.0   3.8  7.3 

 
Source: Based on IMF, 2008; NSCB, 2011a. 
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78 Some of the interviews were also attended by Berthold Leimbach, Anne-Hélène Vasudevan, Verna Dinah Q. Viajar and Rolly Czar 
Joseph Castillo. 
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