Reading No1- The impact of HIV/AIDS on Social Security: 
Issues of Viability and Credibility
(Excerpt from Karl Theodore, PhD. & Althea D. La Foucade)
1. Contribution and investment incomes
In many ways, Social Security is in the "future-protecting" business. Since AIDS threatens the future of the society, it must be an important concern to social security administrators. 

Therefore, from a social safety net perspective, underlying the HIV/AIDS story of death and sickness is the story of persistent erosion of the security base and/or viability platform. The magnitude of impact and the actual channel through which erosion takes place will depend on the location of the infected individual in the economy and his/her role within the household and/or community.

One obvious consequence of HIV/AIDS is the contraction of the contribution base by causing shrinkage in the number of employed people and by weakening the income generation systems, the inflow to the Social Security system will decline.

Moreover, due to the fact that individuals operate within the labour market and thus contribute to the national output, the impact of HIV/AIDS would signal an eventual deterioration in labour productivity as workers become sick and eventually withdraw from production.

As such, the outlook is not at all pleasant if Social Security administrators are to expect at least a proportional decline in social security income, i.e. contribution and investment income. Compounding this is the fact that it is possible with the expected phenomenon increase in short-term benefit payments, the overall level of claims on the system will increase. Therefore, this will present imbalances.

HIV/AIDS have two direct effects – increasing the levels of illness and death in the society and causing an increased use of resources through prevention and treatment activities. These in turn, respectively, impact the labour supply and the level of savings.

The combined effect is to set in motion a reduction in the level of national income (GDP), which has corresponding negative impacts on public and private spending and, ultimately, on the quality of life of the population.

For the Social Security system, the reduction in the labour supply and by extension the level of employment is bad enough. For the same mechanism that now imposes a higher level of claims, namely illness and death, is causing a reduction in the level of contribution. Moreover, in addition to the falling national income, what we have is a threat to the very existence of the Social Security system. For not only will incomes of contributors fall, but the economy will not be in a position to cultivate the investment climate thus boosting the investment income on which the system will now depend, more and more.

2. Increased costs due to ill health
The fact is that Social Security systems have traditionally provided coverage for events related to loss of or reductions in income. This coverage is largely dominated by events associated to illness, death (inclusive of benefits for survivors of the insured), disability and old age. Given the nature of the impact of HIV/AIDS, it is to be expected that infected Social Security members and their affected dependents, will be making increasing demands on all of these benefit branches. In other words, on the benefit side, HIV/AIDS is likely to exert increased demands on payment obligations thus inflating the required total expenditure for the Social Security organisation.

In addition, given that HIV/AIDS is a chronic disease and that afflicted individuals are vulnerable to opportunistic diseases, it is reasonable to expect that the level of absenteeism due to ill-health will increase. This would mean increases in the volume and value of short-term benefit payments, specifically, sickness benefits.

3. Increased costs due to death
a) Infected individuals
Given that HIV/AIDS is a terminal disease, and that Social Security systems provide funeral grants, the value of these claims will increase as the prevalence rate increases. 

b) Survivors

Social Security expenses linked with the death of a contributor usually do not cease when the death occurs. In the presence of HIV/AIDS, the reality is that with mothers and fathers succumbing to the disease, the population of orphans will increase. In these circumstances, the Social Security systems would be expected to play a role in alleviating the ensuing hardship. There will be issues of accommodation, caring, schooling and health needs of the orphan population. Although, the Social Security system is not expected to look after all these needs, they will certainly be expected to make a significant contribution.

4. New Role of social security for addressing the HIV/AIDS issue
Social Security systems need to get more involved in securing the living standards of contributors even before retirement. The fact is that with more contributors dying before retirement age, the social value of the Social Security system will shift to the pre-retirement living conditions of contributors and their dependents.

It cannot make sense for any branch of Social Security, including social insurance, to play the role of the disinterested observer while its contributors are being decimated and while the security of the very foundations of its insured population are being eroded. What this means, first and foremost, is that Social Security systems must now determine the level of their involvement in the battle against HIV/AIDS.

