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Introduction 
Social Security is a scheme designed to achieve adequate standards of living and secure a minimum 

living wage in order to maintain the dignity of individuals, including through the provision of 

assistance to those who are in permanent or temporary need. Based on this concept, social security 

can be divided into two types. First, basic social security– funded by contributions and membership 

fees– includes benefits for old age, disability, death, employment injury, maternity, unemployment 

and health insurance. Second, social assistance (subsidies), which can be either in cash or in kind, is 

provided to individuals based on their need, and often financed from taxes rather than contributions 

and membership fees
1
.  

 

To build an effective social security system, a set of concepts needs to be adequately considered:  

justice, adequacy of coverage (level of benefits and population), sustainability, efficiency and fiscal 

affordability. These issues will be the core of the discussion in this paper, as parties still have different 

views on whether the social security presidential decree has taken account of  these principles. The 

Law by Decree  No. 6 for 2016 (issued on March 2, 2016 and published in the Palestinian Official 

Gazette on March 20, 2016) took effect 30 days after the date of its publication in the Palestinian 

Official Gazette; i.e. on April 20, 2016. 

 

A debatable Law by Decree 

The Law by Decree which was signed into a law has drawn reactions from different bodies. Some 

organizations have rushed to obtain coverage under the Public Pension Law No 7 of 2005 and its 

amendments (e.g. An-Najah University)
2
 considering it a better alternative compared to the new social 

security law. Others (e.g. Al-Quds Open University)
3
 have officially joined the Palestinian Pension 

Agency in order to shield its employees from the application of the new social security Law by 

Decree, and yet others have liquidated their provident funds for fear of transferring the savings to the 

complementary fund, which will be established under the new Law by Decree.
4
 Some private 

institutions have solicited mandates from their employees in order to liquidate these funds in the event 

that these employers are requested in the future to transfer accumulated  pension funds to the Social 

Security Institution in line with the new Law by Decree.  

 

The government, in turn, considers the Law by Decree an outcome of a six-year national effort by 

employers, employees and the government. According to the head of the National Team for Social 

Security, by providing umbrellas for social security, the rights enshrined by the law are vested and the 

Law by Decree constitutes an important step towards realizing social justice and equality for all 

citizens.5  

 

Proponents believe that the Law by Decree has numerous positive sides, specifically the disability and 

natural death benefits, which do not exist under the current Labor Law. The new system protects a 

large segment of workers who are denied their rights because their employers have no well-defined 

contribution systems whose revenues should be deposited at a trustworthy, neutral body. Today, tens 

of thousands of workers are paid less than the minimum wage, and they are denied their end of service 

gratuity, and even when they are fortunate enough to receive such benefits, these are far less than 

those secured by the new Law by Decree.
6
 This also applies to work-related injuries and maternity 

leaves. The proponents argue that a social security system is definitely better than a situation which is 

not governed by any law at all.  

 

Between these two extremes, there are those who contend  that the Law by Decree should be adopted 

provided it is amended naturally in the course of time just like other laws, and those who believe that 

the Law by Decree is a national achievement that should not be dissipated beyond making some 

amendments and accepting it as is. This disarray in opinions has also spread to the public sector as 

mounting protests over the law was met with a degree of accommodation in official positions. To 

begin with, the Council of Ministers confirmed that it would establish a Board of Directors for the 

Institute, which would in turn establish a committee of concerned parties to undertake the necessary 

amendments to the text of the Law by Decree. This was not found acceptable to opponents, resulting 

in a sit-in led by the national campaign for social security to demand the amendment of the Law by 
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Decree before establishing the Institution. In response, the Council of Ministers formed in April 2016 

a ministerial committee headed by the Minister of Labor to amend the Law by Decree in consultation 

with all relevant parties. 

 

Background to the heated debate  
In the context of the social security debate, Palestinian workers may be classified within three main 

groups: public sector personnel; private sector employees (subject to the Palestinian Labor Law); 

workers in the informal labor market who are not covered by any distinct regulatory system; and, 

Palestinians working in Israel, part of whose wages are deducted and transferred to the Histadrut, 

Israel's trade unions organization. 

 

While state employees are subject to a system based mainly on retirement, private sector employees 

are subject currently to the Labor Law which is based on the end of service benefits (a form of defined 

contributions), in addition to provident funds (if any) grounded on an agreement or a special system 

(which are also a form of defined contributions). Put differently, private sector workers are effectively 

entitled to social protection under the Labor Law (at least a month's salary for each year of service) 

without a ceiling for these benefits, as the benefits in excess of what is stipulated in the new Law by 

Decree (if these benefits are detailed in existing employment contracts) are considered rights 

protected by the Labor Law.  

 

Public sector employees are protected by the Public Pension System (the benefits system, which may 

also be combined with the defined contribution system, if any). The process of building Palestinian 

pension systems has been uncertain, ultimately producing the Public Pension Agency which manages 

more than six retirement regimes that can be conflicting or even contradictory. These regimes are the 

Civil Service Retirement System (2 percent); insurance and pension (10 percent); the Palestinian 

Security Forces pension system (issued in 2004 and amended in 2007 and 2008); the public pension 

system (the current basic system); the retirement system for the members of the legislative Council, 

ministers and governors; and, the retirement system for the President of the Palestinian Authority. The 

Public Pension Agency manages these regimes separately. Apart from the Palestinian Security Forces 

pension system and the public pension system, these systems are funded directly by the Ministry of 

Finance, contrary to established standards whereby such regimes should be self-financing through 

members’ contributions.  

 

In addition to the old-age, disability and death benefits, the Law by Decree accounted for two types of 

social security, namely maternity and work injury benefits. Unlike the Labor Law, the Law by Decree 

compels employers to grant paid maternity leaves for workers who have spent six months at work. It 

also places upon the employer the burden of compensation for work-related injuries and occupational 

diseases. Furthermore, under the Law by Decree, all employers must provide their workers with 

insurance against work-related injuries, meaning that the Law by Decree has not granted something 

new, as such protection was also provided for in the Labor Law. 

 

The main provisions of the Law by Decree that have prompted conflicting views are as follows.  

First: Social security benefits (coverage)  

 

The Law by Decree detailed important issues usually covered by social security systems, but the way 

it addresses such issues has raised many questions and doubts, such as: 

 

1. The Law by Decree did not seriously mean to address these issues. It identifies many kinds of 

benefits, but it refers them to the Council of Ministers for approval or veto, which casts doubt on 

the intention to incorporate these benefits in the social security system.   

 

2. Such referral is unconstitutional as the rules for good referral should be clear, justifiable and 

within objective and formal criteria that can be monitored in the future. The referral is general and 

improvisational, and implies that some benefits are more important than others although they 
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actually have the same level of importance. Opponents believe that if the Law by Decree seeks 

gradual coverage, this is not the right approach.  

 

3. There is a problem in defining beneficiaries. Article 5 of the Law by Decree names the 

beneficiary groups. These are the same groups named by the Labor Law, and the benefits in the 

Law by Decree are naturally general (such as family benefits and illness benefits) and not 

restricted to private sector employees. This could create regulatory overlap, as the difference 

between public and private sector employees is the nature of the employer rather than the type of 

insured risks.  

 

Second: Problems arising from the unclear role of the state 

 

State guarantee 
Different parties have objected to the Law by Decree because, unlike in the comparable systems in 

other countries, there is no clear provision as to the responsibility of the State to underwrite the 

liabilities of the fund. Such a provision would have given reassurances that the State is truly keen on 

running an effective social security system, and that it is ready to finance the system if necessary. This 

principle should not, however, prejudice self-funding or sustainability through contributions. 

Nevertheless, estimates by experts well- informed about the proposed system indicate that the current 

percentages– though they do not meet the goals of true aspirations of the employees– could result in a 

deficit of 2 percent that the Institution will have to run. Moreover, estimates of work-related injuries 

suggest that the rate set in the Law by Decree to cover work-related injuries would be short of the real 

obligations. Because of all these downsides, the State will have to clearly be responsible for financing 

any future deficit before taking the necessary measures to handle the deficit systematically. This is the 

case in the Jordanian social security law, the source of most of the provisions in the Palestinian social 

security Law by Decree.   

 

Proponents, in turn, defend the system pointing out that the current provisions in the Law by Decree 

maintain the funds of beneficiaries. They specifically refer to Articles 17, 49, 74 and 90. Proponents 

also make the point that the State guarantee of the laws is a constitutional principle enshrined in 

Article 69/5 of the Basic Law amended in 2003. 

 

Third: The relationship with previous pension systems 
 

The debate has also focused on the disarray surrounding the introduction of the Law by Decree. A 

new system must be established in a transitional, smooth way that does not result in uncertainty and 

future disputes. For example, the Jordanian social security law excludes persons who pay pension 

contributions under the civil retirement law and the military retirement law. This is transitional in the 

sense that the persons who were subject to the previous regime will remain so, while all the persons, 

whether they are public servants or private sector employees, will be covered by the new Jordanian 

social security law, which  provides a unifying legal regime for all previously mentioned pension 

schemes. 

 

This is not the case in the Palestinian Law by Decree, which does not unify all the previous systems 

and it only adds a new system to the existing ones without defining a clear mechanism to deal with 

previous regimes. There is no clear transition, either –if indeed it will be allowed. What is the fate of 

the contributions accumulated prior to the issuance of the law? Which provisions will be used in 

calculation? These questions still need answers.  

 

Fourth: Problems related to discrimination 
 

The discussions raised the point that the Law by Decree in its current form is a breach of the principle 

of equality between employees in the public and private sectors, and even between different target 

groups, which eventually prejudices the basic principle of justice, the pillar underpinning social 

security. Below, the most important forms of discrimination in the decree are highlighted: 
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1. Prejudicial treatment of public sector and private sector employees 

There are differences between the two categories of employees regarding deductions and 

calculation coefficient, and in general there are differences between the terms of retirement 

for persons under the Public Pension law and those who will be subject to the new social 

security system. The Public Pension law deducts 7 percent from the employee and 9 percent 

from the employer, while the social security system deducts 7.5 percent from the employee 

and 8.5 percent from the employer. In Jordan, the law deducts 6.5 percent from the employee 

and 11 percent from the employer. There is also a difference in calculating the pension salary. 

According to the Public Pension law, the salary of public sector retirees is calculated based on 

a 2 percent multiplier and then by multiplying the number of years of service, without a 

ceiling for the retirement salary. Under the new social security system, the 2 percent is 

multiplied by the amount of the salary equal to the minimum wage and the remainder is 

multiplied by 1.7 percent, while the total must not exceed 8 times the minimum wage. This 

equation is used with most of the provisions relating to natural death and disability benefits. 

In Jordan, the salary is multiplied by 2.5 percent for the first 1500 dinars and by 2 percent for 

the rest of the salary, with a pension ceiling of 3,000 dinars. 
 

Another form of inequality in the Law by Decree is its failure to provide for the defined 

contributions system (unlike the public pension law) although it resolves some of the 

injustices in the defined benefits system, most importantly the unlikelihood of bequeathing a 

pension if there are no survivors.  

 

2. Discrimination between men and women 

The Law by Decree has perpetuated some inequalities found in previous regulations by 

maintaining the traditional status of men and women. The Law by Decree does not allow 

bequeathing a woman’s pension unless the husband is unable to make a living. There is also a 

discrepancy regarding maternity leaves. The Law by Decree fails to adequately handle the 

maternity leaves, a legitimate entitlement under the Labor Law in force.  

 

The Jordanian social security system is much more unequivocal, making the maternity leave 

the responsibility of the employer. The new Palestinian system, on the other hand, distributes 

the responsibility between employees and employers, thus falling below the standards of the 

current Labor Law. This distribution of responsibility is rather ambiguous for two reasons. 

First, if such distribution is interpreted on the basis that only working women (being the 

insured parties under the definition of maternity leave in the definitions section) shall pay 

contributions, then we are facing a blatant violation of equality before the law that cannot be 

justified. Second, if the distribution is construed as referring to all workers, males and females 

(which is the more reasonable interpretation), this implies a misunderstanding of the nature of 

benefits and their coverage. According to the second interpretation, we can expect to see pay-

slips for all workers (males or females, married or unmarried) with deductions for maternity 

insurance. This is also improper. Maternity leave dues should be the sole responsibility of the 

employer, or alternatively the deduction should be specified under old-age or disability, for 

example.   

 

The answers by the Law by Decree drafters to questions about the maternity leave focused on 

the additions the Law by Decree has made to the provisions in previous systems. Under the 

new system, women are entitled to a 12-week maternity leave instead of 70 work-days. 

Moreover, women are eligible for combined disability and maternity leave benefits. In this, 

the new system has an edge over the current labor law. 

 

Fifth: Indifference toward specific groups 
 

The Palestinian social security law has no special plans for specific groups. For example, it has not 

taken into account special terms for employees in high-risk jobs. In other comparable systems, such 

employees are entitled to early retirement without reducing benefits (which is the case for early 
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retirement of employees in low-risk jobs). Nor does the new system have plans for persons with 

disabilities, who are typically eligible for early retirement. The decree does not provide for increments 

in the pension salary when the pensioner has dependents, or when the retirees need special care 

because they are in need or disabled. These are the sort of notions underpinning social solidarity, the 

main goal of social security systems.  

 

Sixth: The relationship with the labor law and transitional provisions 
 

As noted earlier, the social security system replaces the end of service gratuities and provident funds 

system with the pension system. To this end, the provision that employers shall pay their retirees the 

end-of-service annuity was replaced with a provision that compels employers to pay old age, 

disability and death benefits. This raises questions about the plans for the end of service benefits when 

in excess of the insurable salary, as the end of service item has been abolished by the new system. 

 

There is also a concern relating to the relationship between entitlements in excess of those provided 

for in the labor law and the complementary old-age pension fund. The social security Law by Decree 

does explicitly define this relationship. 

 

The Law by Decree has handled the end of service gratuities in a complex way by trying to strike a 

balance between different considerations: reassuring workers and employers regarding the end of 

service benefits accrued prior to joining the Social Security Fund; taking advantage of the end of 

service benefits and other entitlements in excess of those contained in the Labor Law to develop the 

new system; and introducing a new system not compatible with the basic concept of social security in 

order to manage accounts and funds independently of the retirement system established by the Law by 

Decree. That is why the decree has created uncertainty and made different parties oppose it in its 

current form and demand prompt amendments.  

 

The Law by Decree is not clear in resolving the status of existing funds, and as such it has provoked 

reactions from the moment of its enactment. The complementary old-age pension fund is the most 

controversial issue in the new Law by Decree. Opponents contend that such a fund is a predatory 

manifestation of injustice and a source of conflict of interest. Under the provision establishing the 

fund, the amounts from special funds are transferred  to the fund which will be managed by an 

independent body and an independent fund in accordance with Article 10, Paragraph 6, and it shall 

work independently of the social benefits fund. Both this provision and Article 10 of the Law by 

Decree (which provides for establishing a complementary old-age retirement system based on defined 

contributions and regulated by a regulation issued by the Council of Ministers) are the most 

ambiguous provisions though they must typically be straightforward to eliminate controversy and 

maintain civil harmony. 

 

In short, there is no consensus regarding Article 116 of the Social Security Law on the end of the 

service and vested rights. Two aspects are of particular concern:  

 

First, settlement of previous entitlements: In Article 116, Section 1, Paragraph B, the phrase "at any 

time" raises many questions. Does this arrangement maintain the rights of workers at the end of their 

service? Will they receive the end of service gratuity once it is due?  

 

Second: the management of the special funds and questions about the Complementary Fund's 
ability to manage a variety of accounts: Can the Social Security Institution do all of this? Does the 

Social Security Institution have the right to do all of this? To illustrate reference is made to Article 

116, Paragraph 4 in comparison with the corresponding Article in the Jordanian law, whereby these 

funds shall continue to conduct their business. However , the Palestinian system transfers the 

management of these funds to a complementary fund. It is rather confusing and indeed enigmatic why 

the management of the health insurance system should be transferred to the complementary fund.   
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Discussion questions: 

 

• Since the entitlements enshrined in the Law by Decree are vested rights and constitute an 

important step towards realizing social justice, albeit relatively, by providing the first Palestinian 

social security umbrella (a product of 6-year effort), is it wise to waste this long-awaited 

opportunity?  

• The new system gives the workers some rights that did not exist in the labor law, such as 

disability and natural death pension. Shouldn’t this be considered a peculiar advantage?  

• Why cannot the government provide clear guarantees of social security funds, as in comparable 

systems in other countries? 

• What is the Law by Decree seeking in transferring the management of health insurance to the 

Complementary Fund? Is there a relationship between them? 

• Does the proposed system maintain the rights of workers in the future? Why are there differences 

between the public pension system and the social security systems? Why does the system deal 

with men and women differently? 

• Why should the social security fund be managed predominantly by the public sector, while the 

participants are primarily from the private and civil society sectors? 

• Is it possible to merge all funds into a single legal framework, like in Jordan and other countries? 
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