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Abstract

The aim of this paper is to analyze the social protection system in Albania
during the last two decades. It highlights some of the problems and issues which
are closely associated with elements of social security, as a phenomenon that
focuses on finding solutions or solving the problems in social security systems in
Albania. Of great importance are the changes in the social security legislation
in recent years, which led to a new structure of the social insurance market in
Albanian society. Also discussed are the types of benefits offered by our social
insurance system. Our country occupies a special place in relation to the
problems it has encountered with social protection and the social security law.

1. Introduction

In this material we have tried to present the relationship between social
protection as a concept and the model of protection that applies to our country’s
social security system, as well as discussing issues that bear on such matters
themselves and their identification and analysis and include not only a need for
the recognition of such systems of social protection, but also the necessity to
closely adjust the social system to the population that it refers to. There has been
no lack of efforts on the part of researchers, government authorities, and
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representatives of social research disciplineseat tsuch social themes during
the recent years of transformation, although tpeints of view differ.

2. The needs of human society for social protection

Over the many centuries of its history human sgcles undergone
various stages of development. The numerous andirmgefforts of individuals
and particular societies have generally been anwiire focused on improving
the livelihood and welfare and increasing the dquaif life for everyone.

Overcoming unexpected events which occur durirggiifa task faced by
all human beings. Taking into consideration the bfycle and stages through
which individuals pass, in particular the moment refiching old age, the
different periods of social and physical developtrteave created the necessity
to determine effective ways to deal with each damadegory, i.e. to determine
such paths that would serve to mitigate the negagicial consequences, and
not only, which are frequently faced by individyadspecially in today’s world.
The answer to the need for social protection fiedint social categories of the
population differs depending on the category.

The diversity of this notion also varies by counttyirrent social security
systems which are implemented in different cousfrage the result of many
factors. In their entirety they reflect not onlyetheconomic, political and
ideological differences and historical conditiobst also the commitment and
perception of domestic political actors (Devereuxi &abates-Wheeler 2007,
p. 15).

The diverse experiences of developing countrie® ltawmsistently shown
that the existence of a well-defined system of aogrotection for each
individual and his or her family has led to a néedncrease the workforce. In
turn, the motivation of the workforce, increased kyaranteed social
protections, leads to increased capacities, whicmpte change.

It seems self-obvious that such a phenomenon pelsitinfluences the
strengthening of political and social stability @fcountry. The possibility to
obtain social security benefits is now considergd dasic human right and as
a measure of human dignity and welfare. Promotfosooial protection systems
by the social partners and political actors, howerariuires coordination of the
steps associated with determining the structureoafal protection schemes
(Schwarz 2007, pp. 20-22).

Therefore, the aim of this paper is to analyze soféhe problems and
issues which are closely associated with elemefitsogial security, as
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phenomena that focus on finding solutions or reaglissues through the social
security systems in Albania.

3. The concept of social protection, and social sgtty as a category of such
protection

Pension schemes are generally considered as therstume of social
protection systems. Most pension schemes in thicpsihere are based on the
principle of social insurance. Many recommendati@mel conventions of
international organizations are focused on imprgwncial protection systems
as a universal individual right. One of the pritegpof social insurance, which
is derived from the ratio of Beveridge and the IIlRBcommendation on
"revenue assurance," is based on the underlyimgipte of universal coverage.

According to this principle, protection should be¢emded to the national
community as a whole. Social security is not justapiration of a certain social
class, certain professional categories, or vuldergtoups, but it must deal with
the needs of all employees as a human right, atidtisé population as a whole
(Modigliani and Muralidhar 2004, pp. 5-10).

The ongoing developments of human society weregrgzed in the
region and in Albania in the early twentieth ceptfwhen the system of social
protection known as Social Security was first agmhli The social security
system which was regulated by Law no. 129 of 289®7, entitled "On
Pensions," covered certain categories of workersinipn the state
administration. Then, following the approval of Law. 4171 of 13.9.1966,
entitled "On state social insurance in the PeogR&public of Albania,” and
Law no. 4976 of 29.6.1972 entitled "On the penswinmembers of agricultural
cooperatives,” an extensive system of social ptiotecwas implemented,
characterized by coverage of the entire populafidme social security system
operated in its entirety as a contributory system.

With the major economic and social changes thaaeg occur in the
early 1990s, the existing social security system langer fit the new
developments taking place in Albania. During thésipd mass unemployment,
a result of closing a number of state enterpridescame a dominant
phenomenon. In conjunction therewith, the phenomeab migration, both
internal and external, became widespread. Sucheagohenon brought about
changes in the structure of the workforce, refi@dte changes in the family
structure as the basic unit of society, which imtproduced a profound shock
in the society. Many families and individuals fouheémselves facing numerous
and serious financial difficulties.



42 Arlinda Shkreli Axhemi, Gert Dragoshi

A number of developments in this period created gheundwork for
deepening the economic and social inequalitiess Thflected the existing
social and economic inequality and had the consesue®f creating social
groups and individuals who were highly vulneralhel &xposed to the risk of
social exclusion. Therefore, the focus of publiteration shifted to social
protection systems which, as a critical elemendetermining the standards of
welfare of society as a whole, remained and coasirta remain the joint task of
all social and political actors.

Law no. 7703 of 11.5.1993, entitled "On Social hagice in the Republic
of Albania", which came into effect from 1.10.19%3nstituted the basis for
a social security system based on the contributgsgem and adapted to the
requirements of a market economy, which had justnbamplemented in
Albania.

Under this system, which continues to be implengntl persons
employed or self-employed contribute to the sorialrance scheme through
individual contributions, which are separated ifite branches of insurance,
and these contributions constitute the source péniting for the social
insurance scheme. Calculation of the size of theribmtion in the respective
branches forms the basis for the emergence of itffe to social security
benefits (Xhumari 2003, pp.30-37).

Certain categories, which are related to employmeiude: old age
pensions, disability pensions, family pensions, pgerary disability benefits,
maternity benefits, benefits for occupational diesaand accidents at work, and
unemployment benefits (given by Social Servicehef $tate). As a necessity of
the time during which the social insurance schemgab its implementation,
this law provided for granting pensions early teizable category of workers,
mostly employees of the toughest professions.

This reflected, and at the same time tried to obr@ mitigate, the
emergency situation which in which many former ewgpks of heavy
industries found themselves due to the closurb@enterprises where they had
been employed. For a time they benefited from sughnotection scheme, and
the amount of their benefit was 60% of their averaglary for three years,
followed by a replacement rate with satisfactoryapaeters in relation to the
income levels of individuals. But over the years,aaresult of inflation, this
substitution rate lost a considerable portion ef value, making the benefit
received much less than the initial effect.
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4. Types of benefits from the social insurance sysh

The social security system in our country offersignificant variety of
assistance benefits to different social categasfethe population. Below we
attempt to delineate some parameters concerninggémeral concept and
performance of the system.

Old-age pension benefits - Aging is a phenomenoaxtiitably
associated with human life, and the physiologicatpss of aging brings about
significant consequences to human life includingpag other things, the onset
of a physical incapacity to work. In today’s wodchuman’s incapacity to work
is associated with the impossibility of realizingcome from employment.
Social insurance schemes offer solutions to sustuation, which is likely to
happen to each of us (Hinz and Holzmann 2005, p.257

As has been emphasized, the current social sedavitywhich basically
covers the entire implementation of the social ggcusystem, promotes
a contributory social security system. The periédransition from a planned
economy to a market economy was and is associatbdavsignificant decline
in the number of contributors to the social inseemscheme. This needs to be
analyzed in view of the fact that social protectisrbased on the assumption
that in the not-too-distant future this categorypefsons would be covered by
benefits. In order to obtain a retirement pensigart{al or full), an individual
must have at least a contributory period of 15 ydtre lower level) to obtain
a partial pension, while for a full old-age retiremh benefit an individual needs
to have a contributory period of 35 years.

During the transition period the law has define@ thge at which,
according to the actuarial tables, different geth@na will ‘grow old’ to have
stabilized at the age of 60 years for women anfb65nen. We note here that
the during the transition period, according tosbparate categories for jobs that
were completed by employed persons, the conditions retirement pension
benefit are different for the three categoriesraglied. Certainly the persons
more likely to age and require a longer periodnglurance are those employees
who do heavy work, which are classified in thetfgategory (miners, foundry
workers, pilots, artists, ballet, etc.). But thigparate category is only for
a certain period of time. Thus, the third categofywork, from 1.7.2011
onwards will benefit women who retire at age 60rgeavhile men must work
until the age of 65 to be eligible (Hado 2011, ppl8 ).

In the meantime the transition period for the fastl second categories is
continued — for the first category until 1.7.2028d for the second category
until 1.7.2013. In other words, after 1.7.2013 thgeersons who performed
work in the second category will receive pensionsha age of 60 years for



44 Arlinda Shkreli Axhemi, Gert Dragoshi

women and 65 for men. The same thing can be s&ed &f7.2023 for those
persons who performed work in the first categorgrdhphysical labor). Thus
the movement toward the equalization of the coongifor pension benefits for
all job categories is taking place and will be céetgd on 1.7.2023.

The phenomenon of unemployment, which has accomagarthe
transition period and continues to plague Albarsaniety has resulted in the
fact that a considerable number of persons whohrdlae age of retirement,
mainly in recent years, receive only the partiiteenent pension benefit due to
their failure to meet the required period of insww& contributions. Thus, in
2010 17,806 persons received old age pensionshofmw7,228 received only
partial pensions -.i.e., about 41% of the pensiecgived in 2010 were partial
pensions.

Family pension benefits. The human life cycle unfioately sometimes
confronts us with the loss of life of family membgeither from natural causes
or accidents. The impact that such a loss bringa family member, especially
if it concerns the main income-producer of the fgnis connected among other
things with the fact of a significantly reduced famincome. And there is
a proportional relation between the specific weightthe individual income
accounted in the income of the household and theezpuences of the death of
said individual in providing a satisfactory starglaf living within the family.
The problems facing a family which has lost a fgmilember due to premature
death are numerous, including profound social cean@®ften such families
face a financial shortfall which makes them unablevithstand the challenges
which arise, and requires to make quantitative gnodlitative changes in
lifestyle.

In such a situation social protection programs énegal and social
security in particular should provide support foege families. One of the types
of benefits provided by social security schemethis a family pension. But
increasingly, this kind of benefit is linked to easof persons who died during
a contributory period, as a benefit derived fronmtdbutory social security
schemes. The following constitute the major catiegoof family pension
beneficiaries:

1. The widow, if she meets the following conditions:
» A custodian of a child who was dependent on theased, up to the age
of 8 years;
¢ |s unable to work;
» Has reached the age of 50 years;
2. The widow, if she meets the following conditions:
» A custodian of a child who was dependent on theawed, up to the age
of 8 years;
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e |s unable to work;
» Has reached the age of 60 years;

3. An orphan who was dependent on the deceased pensder, the age of 18
years, or up to 25 years of he/she is studyingsamiable to work before
they reach said age (Hado 2011 p. 20).

In addition to the above recipients, several otaeget groups are listed
who are related to the deceased, if they meetaberal conditions stipulated in
the law. However, because this group does not itotesta significant
proportion of the total number of beneficiaries whoeive family pensions, it is
not dealt with in detail in this article. If we egfto the social security statistics
concerning family pensions (both state and villagbgre are 60,386 such
persons, which accounts for about 11% of the fmtakions received. It should
be noted that the amount of the benefit is quitatmlic - 50% for spouse and
widow, and 25% for orphans. Taking into account thet that the pension
benefits are not at high levels anyhow, the actumh received under such
family pension benefits is relatively srall

Disability pension benefits.- Of the total numbérbeneficiaries from
social security schemes, the largest share bekonijgse receiving the old-age
pension benefit, yet the disability pension besefibnstitute a category with
a wide range of application, both to persons ragidn the city and to those
residing in the village.

Problems that are closely linked with disabilitydathe consequences
brought about by disability, as well as the impafctisability on society, have
been and continue to be the focus of attention afymscientific disciplines.
Here we consider the disability in the case ofvittlials (except when self-
afflicted), and the impact of such disability o flamily and family circle.

The consequences of this phenomenon are assowiitea host of issues
dealing with changes in working conditions, livingpnditions, and the
development of society as a whole. It should becddtere that the number of
beneficiaries of disability/invalid pensions hasreased greatly, especially after
June 2005. As a result of qualitative changes & ldgal basis to determine
eligibility for disability retirement, it became psible to extend the scheme of
the disability retirement benefits to that categofypersons who, regardless of
health status, were previously not included duefaidure to meet the
requirement of being an invalid. This can be sedhé chart below.

! Republic of Albania Council of Ministers (2001) Natial Strategy for Socio-Economic
Development, Medium-Term Program of the Albanianvegoment ‘Growth and Poverty
Reduction Strategy’ (GPRS 2002-2004), pp 5-7.
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Chart 1. The trend toward increasing the number of beneficiaries of disability/invalid
pensions
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Source: Author’'s own calculations, based on: Httpviv.issh.gov.al

As has been described, there is a small categorgeople who are
unable, as has been described, to receive the itsenafder the physical
disability, mental or social protection scheme tikatffered by Social Security.
But, in addition to benefits derived from the sbdacurity scheme, persons
with disabilities play a significant role in theriedits provided by social service
schemes. Here we should emphasize the distincatwelen the social insurance
scheme and the social service scheme, the formevhath consists in the
requirement of contributions and the parallel clalton of the contributory
period. In addition to the condition that the parseeking a social insurance
benefit should be unable to work, confirmed by diicial decision, he must
have a contributory period which, at the time &f tnset of disability must be:
(age of person at the time of invalidity - 20 1./2)

Disability pensions, in the total number of bergefirovided by Social
Security, include a small number of people who ttrie an increase in
comparison with past years. Thus, the disabilitysoens in 2010 represent 10%
of the total number of pensions provided by thditime of Social Security, as
opposed to 5.4% in 2000.

Changes in the Law, in the context of parametrformas of the social
security system, have also affected the parameferstirement age (65 years
for men and 60 for women). The gradual increasthénage of full retirement
has had no small impact on increasing the numbelisability pensions. It is
scientifically proven that increasing age decredsesbility of men and women
to be physiologically active and able to work. Tdfere, with increasing age
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people are more vulnerable and more exposed tas#sd-or this category of

persons unable to be activated to work, disabilépsion benefits act as haven
of social protection. According to the social ségustatistics, about 19.7% of

the total number of disability pensions benefits iarthe age group of 61 to 64
years for men and 56 - 59 years for women (Hadd 26qd. 4-24).

In contrast to the social security scheme, theasosérvices scheme
awards disability benefits regardless of whether gerson contributed or had
a non-contributory period, but always based on eistEn confirming the
inability to work. So, in this scheme the princigleuniversal social protection
is in place.

Income benefits for temporary disability and pregna For various
reasons, employees may face physical or mentapawiy, due to various
diseases, to work for a certain period time, ugu#ile period needed to
complete their rehabilitation. For this categorigh@ugh for short periods, the
income benefit for temporary incapacity is a haentemporarily disabled
persons, aimed at assuring that the level of tlimiome does not fall
significantly. Payment for temporary disability lefits are calculated at 70%
(for persons with work experience up to 10 years3@ (for persons with an
employment period of over 10 years), the figurengeestimated based on the
most recent calendar year. In terms of expendit(tiesse required by the
scheme), payment for temporary disability benefisne from the Social
Security Institute.

Having a newborn child is a very big joy for evéaily. But besides the
joy that it brings, the addition of a child is afteaccompanied by economic
difficulties, inasmuch as a child significantly ileases the costs in the family
budget. Even in this case the social insurance nseheroviding social
protection can be of assistance, but once agais @losely related to the
contributory payment.

Additional revenue should be provided to child-lme@rwomen for at
least a period of 12 months. The contributory pefar the benefit is a period
of 365 calendar days, including a minimum of 35 -ddefore birth. The
measure of benefits for maternity income is 80%hefcalculated daily value of
the most recent calendar year for the prenatabgetasting for 150 calendar
days after birth, and 50% of the calculated daifue of the most recent
calendar year for the remaining part of the peabldenefits.

While the income benefit, except for the periogprdgnancy, is a benefit
that lasts for a period up to one year, the sasglrance scheme also provides
compensation for the act childbearing itself, whicfa one-time benefit to one
of the parents the child. The only requirement rfeceiving this award is
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a contributory period of one year by one of theepts. The benefit is quite
symbolic however, as it is calculated at 50% ofrtfamthly minimum wage.

Problems are rarely encountered in the administradf this part of the
scheme of social insurance benefits. In countrieeres the phenomenon of an
aging population aging is present, which is notleded in Albania, the
promotion of childbirth should be done through abpblicies, providing social
protection for families that bring children intdeli

Occupational diseases and accidents at work. Ilhat unusual for
a temporary inability to work to be caused by anupational disease or work
accident. Therefore, the attention of many soatdra and institutions that deal
with such phenomena, besides dealing with the cprsees they bring, are
focused on creating optimal conditions for occupal safety and care.
However, when faced with such situations whereititkvidual is unable to
continue his work due to his state of health, thgiad insurance scheme comes
into play within this category, and protection bi#iseare provided for these
cases (Tomes 1997, pp.5-27).

This benefit scheme is also closely related to igipdtion in the
individual contributory scheme. The amount of ineobrenefit for temporary
incapacity resulting from an accident at work i9%0of the average daily wage
of the most recent three years. These temporagbitity benefits are granted
for a period of up to 12 months, unlike the tempprdisability benefits for
occupational diseases, where the benefit is estinat 80% of the average
salary of the previous three years of work (Hadbd12(. 4)

Meanwhile, although the contribution of social irewce to mitigate the
effects of unemployment are within the branch afi@osecurity, unemployment
benefit payments made by the National Employmentvi§&s which also
include problems, require more attention and dedastudy.

All the types of benefits mentioned above are benpfovided by social
security schemes that function as a form of sqwialection. But, the extent to
which the schemes achieve this protection and cortitea social problems
associated death, disability, and unemploymenti gontroversial and poses,
for all social and political actors, a very impataset of issues, which vitally
need to be determined in the minimum time necesshryaddition, the
comparative measure of the value of a benefit gftgpe is a sensitive issue.
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5. Conclusions and recommendations

1. Measures of pension benefits vary in their pararagnd do not meet the
necessary requirements of the Albanian family. Wieimum pension is
currently valued at 11, 117 APlper month, and the maximum pension is
valued at 22, 234 ALL per month. (The maximum penshas always
maintained the level of twice the minimum pensiohe restrictions
contained in pension measures have led to thecmplent rate being at low
levels, which fluctuate in value at about 45% (raif the average pension
to the average wage).

2. Early pensions, which were given owing to the enaes of the time (as
a result of the closure of many enterprises), haticaentary positive
impact on many households, but over the years lame@ffects of inflation
this substitution rate did not maintain its oridin@lue and today early
pensions are of a small value.

3. Benefit payments for maternity income, in termgalitical philosophy, are
a charge levied on society and given to motherschidbirth. However,
this benefit is closely associated with a womaatsributory period. It may
be said that while the legislative package for daigegory of the population
is implemented in a vital enough fashion, therstils room for discussion
and revision. A woman who pursues a full-time highducation gets an
added insurance benefit period to her old-age pangior this category,
contributions to cover the study period (mosthoarfyear period) are paid
from the state budget. Women beneficiaries recpmesion benefits for
a period averaging 15 to 20 years. However, a fensbdent who
continues her studies and becomes a mother ataiihe §me may not,
under current law, receive an income benefit fotemmaty. It would seem
that this situation requires a review and revisifmm, the societal benefit
resulting from students who become mothers willitpady affect young
families and impact on public revenues.

4. The philosophy of pensions in general is to seoveeplace the income of
individuals in cases of reduction or loss due te, aisability, or loss of life,
particularly of the main income earner in a famiBut more and more
benefits from the social insurance system are aedewith the history of
each individual's pension contributions. Unemployinies a phenomenon
all too common in Albanian society. The working gmmpulation that is
currently unemployed therefore does not contriliatéhe social security
scheme, and in the not-too-distant future will fabe fact that they are

2 Albanian Lek (ALL) isthe official currency of Albanial00 ALL = 1 USD.
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without a pension. Therefore, for these categooidy a universal social
security scheme will be able to provide securityhtese individuals.

5. Problems associated with the enforcement of cusecill security law are
numerous. Due to the policies that are followedkiimpossible to talk
about an equalization in the pension arrangemants different categories
of beneficiaries have different sized benefits.sTigiquires a deep analysis,
mainly related to how to increase and equalize ithplementation of
arrangements for pension benefits. Over the ydarsyrder to enable
mitigation measures and elevate certain pensionfferent time periods,
five phases are supposed to be implemented towatre differences in
pension benefits. But how to reach this goal s@luires a detailed
analysis, and possibly legal initiatives designedimprove the level of
pension benefits for some categories of benefesari

Problems of social protection are the most numeamasrequire special
attention due to the fact that they are based different system of calculation
and cover different social categories. An efficisolution must be found to deal
with the problems of all social categories in nesla comprehensive system of
social protection contributes to the welfare ofisgc And in the end it's
a minimum necessity vital to Albania’s continuedelepment.

APPENDIX

Chart 2. Albanian Contribution Rates Relative to Sécted Central European Countries
for the year 2009

35
30 —
25 —
20 —
15 — —

NS N R R
0’5’0 0(\\ \.0(\\ e{O\ & 2>
o) &6 & 2 N %

N NG

Source: Author’'s own calculations based on: httptd.worldbank.org/



hélProblem of Social Protection... 51

Chart 3. Retirement Ages in Albania Compared to OECDCountries in 2009
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Chart 4. Pension Contribution Rates in Albania Reléive to OECD Countries in 2009
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Chart 5. Coefficients of dependence system in Albéacompared with the rest of the Europe
and Central Asia in 2009 (Total beneficiaries per 1@ contributors)
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Streszczenie

PROBLEM SYSTEMU ZABEZPIECZENIA SPOLECZNEGO W ALBANI |

Celem niniejszej pracy jest analiza systemu zabezgi spotecznych w Albanii
W ciggu ostatniej dekady. Istotne jest, aby wybreektore z probleméw i zagadnije
ktére g scisle zwyzane z elementami zabezpieczenia spotecznegozjmkizka, ktére
koncentruje si w kierunku znalezienia rozyzania poprzez systeméw zabezpieczenia
spotecznego w Albanii. De znaczenie mialty zmiany w ustawodawstwie dgtgcz
zabezpieczespotecznych przez ostatnie lata, ktére doprowmdiot nowego znaczenia
w Albaiskim spoteczistwie dla rynku ubezpieczeniowego. Omoéwione zgtamnie:
rodzaje swiadczé z systemu ubezpiedzespotecznych. Szczegdlne miejsce zostato
paswiecone dla problemoéw, ktére napotykat kraj w egzekswow nowych praw
ochrony socjalnej i ubezpieazepotecznych.



