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Foreword

Foreword

Social security is widely accepted as the protactitich society provides for its members, through a
series of public measures to (i) offset the absencrbstantial reduction of income from work régsgl
from the contingencies of sickness, maternity, @ymlent injury, unemployment, invalidity, old age,
and death, (ii) provide them with health care, @idprovide financial support to families with itiren.

These are the basic contingencies specified in Iti@ Social Security (Minimum Standards)
Convention, No.102 of 1952 which is used by devielgprountries as a guide in the planning of social
security systems.

Lack of adequate social security is one of thetgstachallenges facing the countries in the Pacliie
ILO views that the extension of social securityais essential component of the ILOs effort for the
fulfilment of Decent WorKor all men and women.

The ILO has sought to assist in this process ohgband improvement through the proj8abregional
Initiative on Social Security for the Pacific Ishi€ountriesthat involved five Pacific island countries —
Fiji, Kiribati, Samoa, Solomon Islands and Vanuatand was funded by the Netherlands Government.

This publication is a consolidation of the resegrabers and feasibility studies produced by thgepto
The scope of these reports covers areas of critigadrtance in extending social security coveragalit
workers. These include overview of social securéytension of social security, formal employment
sector and informal economy surveys, feasibilitydss of pensions, unemployment insurance,
traditional systems, workers’ compensation, saasagistance, maternity protection and health inggran
As a cross-cutting issue, focus on gender equadisybeen underpinned for all the feasibility stsedie

Additional studies considered operations and inf&drom technology. The studies were used as a basis
for the National Action Plan for Social Security.

We believe that awareness about these issues,ismgssion about realistic steps to be taken todmgr
access to social security and benefits availalike easential to the development of an effectiveoact
plan to improve social protection in Kiribati.

We wish to thank and acknowledge the support pealidy the ILOs tripartite partners, social security
organizations, National Project Coordinators arajgut staff as they facilitated the access forphagect
team to the various stakeholders in the field aiacsecurity. The ILO is grateful for the suppofithe
Netherlands Government throughout the project.

Finally, we would like to congratulate the persimslved in the project and in the preparation laé t
publication. In particular, we would like to thaike. John Angelini, the Chief Technical Advisor diet
project, and the expert consultants who have peepidie reports.

We trust that this publication will be a valuablefarence source for those concerned with the
development of a better social security system aogin the future.

Linda Wirth A.M. Zakaria

Director Director

ILO Subregional Office ILO Office for the Soudacific
for South-East Asia and the Pacific Suva, Fiji

Manila, Philippines

February 2006
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Introduction — user’s guide to the sourcebook

Introduction — user’s guide to the sourcebook

This publication is intended to serve as a compensation schemes and are organised in a

reference book for planners to formulate the similar structure. Chapter 17 focuses on maternity

policy and strategy to extend social security protection as part of gender-specific intervention.

coverage to the entire population of Kiribati. Chapter 18 is a report on the operations and
information technology of the Kiribati National

As part of the ILO projecBubregional Initiative  Provident Fund.

on Social Security for the Pacific Island

Countries a series of research papers andPart Il consists of Chapter 19 on a National

feasibility studies has been produced. Action Plan for Social Security in Kiribati and
represents the plans, road map and

The purpose of this publication is to present theseimplementation of the policies developed by the

reports in a consolidated and readable form. Thefeasibility studies.

remainder of this sourcebook has been divided

into four Parts: Part IV supplements with eight Annexes.

Part | comprises eight chapters dealing with a We welcome comments and suggestions on this

general review of social security and related sourcebook. For further information, please

issues. Chapter 1 sets out the basic framework otontact us at:

the project. Chapter 2 discusses key issues in

social security such as the needs, economigLO Subregional Office for South-East Asia and

effects and financing options of social security. the pacific

Chapter 3 is devoted to analysing the challenges; g1, Floor,

ggserztrategles for exten(_jlng social security 6819 Ayala Avenue, 1229 Makati City
ge. Chapter 4 provides an overview ofPo Box 4959 Makati Citv. Philippi

demographic and economic context and a review_ " " X axatl -ity, Fhilippines

of the social security system in Kiribati. Chapter 1€lephone: (632) 580 9900

5 presents and analyses the results of surveys drax: (632) 580 9999

workers in both the informal and formal E-mail: manila@ilomnl.org.ph

economies. Chapter 6 looks into traditional social Website:www.ilo.org/manila

protection systems in Kiribati. This is

complemented by Chapter 7 which discusses thgl.O Suva Office

application of ILO Convention No. 169 for gth Floor, FNPF Place, Victoria Parade

indigenous and tribal peoples. Part | concludespg gox 14500, Suva, Fiji Islands

with Chapter 8 which focuses on gender equa"tyTeIephone: (679) 3313 866

in general and on the social security system inFaX' (679) 3300 248

Kiribati in particular. X .
P E-mail: suva@ilo.org

Part Il contains ten feasibility studies on Websittwww.ilo.org/suva

extending social security coverage and covers

core results of policy analysis. Chapter 9 Other publicationsin this series:

discusses the principles applying to health care Copies of Social Security for All Men and
financing while Chapter 10 describes key Women — A sourcebook for extending social
principle issues on social security pensions andsecurity coverage: options and plansare
discusses their implications for Kiribati. Chapter gyajlable for the following Pacific Island
11 sets out basic principles on unemploymentcq ntries: Fiji, Samoa, Solomon Islands and
protection and Chapter 12 analyses the feaSIbI|ItyVanu atu

of an unemployment insurance scheme for '

Kiribati. Chapters 13 and 14 are devoted _ _ L
respectively to the principles of social assistanceE/€ctronic  copies of these publications are
and the feasibility of its introduction to Kiribati available from the project webpage at:

Chapters 15 and 16 deal with workers’ Www.ilosuva.org/

Yuchengco Tower, RCBC Plaza,




Introduction

ADB
APNGCR

BPA
CCA
CDF
CEDAW

CESR

CRC
CRP
CROP

CcsSw
CTA
DFID
DESP
EEZ
EFA
EIA
ESCAP

EU
EVI

FAO
FEMM
FIC
FNPF
Forsec
FTA
GDP
GNP
HDR
HIES
HIV/AIDS

HRC
ICT
ILO
IMF
KCUL
KPF
LDC
LMS
MDG
METT

MFI
MIU
MOF
MOU
MOH
NAPDW
NBV
NCC
NDEC
NDS

Abbreviations

Asian Development Bank

Asia Pacific Network for
Research (New Zealand)

Beijing Platform for Action
Common Country Assessment
Cooperative Development Fund

Convention on Elimination of All Forms of
Discrimination Against Women (UN)

Committee on Economic, Social and Cultural
Rights (UN)

Committee on Rights of the Child (UN)
Comprehensive Reform Program

Council of Regional Organisations of the
Pacific

Commission on the Status of Women

Chief Technical Advisor

Department for International Development (UK)
Department of Economic and Sector Planning
Exclusive Economic Zone

Education for All (UNESCO)

Environmental Impact Assessment

Economic and Social Commission for Asia and
the Pacific (UN)

European Union

Environmental (or
Index

Food and Agricultural Organisation

Forum Economic Ministers’ Meeting

Forum Island Country

Fiji National Provident Fund

Pacific Islands Forum Secretariat

Free Trade Agreement

Gross Domestic Product

Gross National Product

Human Development Report (UNDP)
Household Income and Expenditure Survey

Human Immunodeficiency Virus / Acquired
Immunodeficiency Syndrome

Human Rights Committee (UN)

Information and Communication Technologies
International Labour Organisation
International Monetary Fund

Kiribati Credit Union League

Kiribati Provident Fund

Least Developed Country

Labour Market Survey

Millenium Development Goals

Ministry of Education, Training & Technology
(Kiribati)

Microfinance institution

Microinsurance unit

Ministry of Finance

Memorandum of Understanding

Ministry of Health

ILOs National Action Plans for Decent Work
National Bank of Vanuatu

National Council of Chiefs

National Disaster Executive Committee
National Development Strategy

Global Change

Economic) Vulnerability

\Y

NERRDP

NGO
NIB

NL

NM
NSO
NVMS
NZODA
PACER

PANG
PCIT
PCRC
PIC
PICTA
PICTs
PPA
PTI
RAMSI

RERF
RETA
RBV
SINPF
SOE
SNPF
SPC
SPREP

SSIGO
SSPIC

STD
UNCTAD

UNDAF

UNDESA

UNDP
UNDSPD

UNESCO

UNFPA
UNICEF
UNIFEM
ul

USP
VANGO

VCC
VCHSS
VESC
VNPF
WB
WDR
WHO

Solomon Islands National Economic Recovery,
Reform and Development Plan 2003-2006.

Non-Governmental Organisation

National Insurance Board

National Library

National Museum

National Statistics Office

Ni-Vanuatu Micro Finance Scheme

New Zealand Official Development Assistance

Pacific Agreement on Closer Economic
Relations

Pacific Network on Globalisation

Pacific Island Countries and Territories
Pacific Concerns Resource Centre
Pacific Island Country

Pacific Island Countries Trade Agreement
Pacific Island Countries and Territories
Pacific Platform for Action

Permanent Total Disablement

Regional Assistance Mission
Islands

Revenue Equalisation Reserve Fund
Regional Technical Assistance (ADB)
Reserve Bank of Vanuatu

Solomon Islands National Provident Fund
State-Owned Enterprise

Samoa National Provident Fund
Secretariat of the Pacific Community

South Pacific Regional Environment
Programme

State Social Insurance General Office

ILO project Social Security in Pacific Island
Countries i.e. this project

Sexually Transmitted Disease

United Nations Conference for Trade and
Development

United Nations
Framework

United Nations Department for Economic and
Social Affairs

United Nations Development Programme

United Nations Division for Social Policy dan
Development

United Nations Educational,
Cultural Organisation

United Nations Population Fund

United Nations Children's Fund

United Nations Development Fund for Women
Unemployment Insurance

University of the South Pacific

Vanuatu Association of Non-Governmental
Organization

Vanuatu Cultural Centre

Vanuatu Cultural & Historical Site Survey
Vanuatu Financial Services Commission
Vanuatu National Provident Fund

World Bank

World Development Report (WB)

World Health Organisation

in  Solomon

Development  Assistance

Scientific and



Definitions

Definitions

Actuary A professional who compiles statistics oBrgs

and key social and financial parameters to
estimate the probabilities of events occurring in
order to establish contributions (premiums) and

benefits.

Adverse Selection The tendency to only voluntaiifgure
against the high risks and remain uninsured
against lower risk. For example young health
people not choosing to take out health insurance
until their risks increase with old age.

Payment of an agreed sum of money by a
member to a social insurance scheme in return
for a specified benefit in return.

Defined Benefit The amount, usually formula based,
guaranteed to each person who meets defined
entitlement conditions

Defined Contribution When the benefit is limited to
what has been paid into the fund or contributed
(plus interest)

Formal Employment Sector ~ The formal sector reprisstte
more administratively visible part of the
economy and society, namely the public and
private corporate sector and comprises
enterprises and the professional self-employed
that have been accorded Legal Status and are
regarded as legal entities

Contribution

Health Care Providers Doctors, nurses, hospitals,
clinics, laboratories, imaging facilities,
pharmacies etc and other deliverers of medical
services.

I-Kiribati Is the name applied to the indigenousple in
Kiribati, used both as a singular reference and

plural

Informal Economy The informal economy comprisessto
individuals and employers that have not been
accorded legal status and have commenced their
operations often without the sanction or
knowledge of the local authorities (e.g. cottage
workers)

is the provision of financial servidesthe poor
who would otherwise be unable to satisfy the
normal equity requirements for loans.

Microinsurance A mechanism for pooling communmigks
and resources to protect participating members
against the financial consequences of mutually
determined risks (usually health)

Mode or Modal Statistical term used when identifyi
categories rather than individual items. It is the
value in a distribution that has been observed
with the greatest frequency or the most popular
value.

Microfinance

Morbidity Refers to illness from a specific diseaseause
or from all diseases

Mortality Refers to death from a specified diseaséom
all diseases.

Ni-Vanuatu Is the name applied to the indigenouspfeein

Vanuatu, used both as a singular reference and
plural

Vi

Premium Is an amount paid to an insurance carger f
providing insurance coverage under terms of a

contract.

Primary Health Care The first level of contact by
individuals, families and communities with the
health system

Funds held either for a possible unknoxente
(contingency funds) or because of regulation.

Social Exclusion Inadequate or unequal participatio
social life, or exclusion from a place in the
consumer society, often linked to the social role
of employment at work

Social Insurance An insurance program that is shape
broader social objectives than just by self
interest of each individual principal or agent,
while retaining insurance principles that persons
are insured against a definite risk

Social Protection  Is a newer, broader term thaludes all
of Social Security; it is firmly related to poverty
reduction (unlike Social Insurance but like
Social Assistance) and includes ensuring access
to health care whether through public, private or
community based initiatives.

Social Safety Net (SSN) is more recent and assatiatith
short-term policies to counter structural and
economic adjustments such as the transition
from command to market economies in the
former soviet states and economic crises such as
the one that occurred in Asia in 1997. This
definition was sponsored primarily by the
World Bank and its social funds that were
essentially targeted social assistance schemes
provided for a limited term and were intended to
build local capacity and improve governance in
developing countries.

Social Security Is one of the most common ternedue
describe all social (not economic) programs
used to reduce poverty and underdevelopment in
developing countries. Its origins date to the ILO
1952 International Labour Conference where
the Social Security minimum standards (No.
102) were accepted. Social Security is an
umbrella term that includes Social Insurance
(systems where workers and employers make
contributions to insure against specific life
events) and Social Assistance (more likely to be
government sponsored, non-contributory and
designed to meet basic needs rather than
specific contingencies).

Solidarity Principle Applying rules that spread kss and
resources across members of a group in a way
that provides both insurance coverage and
egalitarian distribution.

Reserves
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The Project — Rationale and Implementation

Chapter 1 The Project — Rationale and Implementatio n

1.1 Background needed benefits are not available, such as health

care, sickness, maternity (except under industrial
Social security is not only a basic need; it is alegislation for formal sector workers) and
basic human right. However, in the countries in unemployment benefits. Furthermore, the level of
the Pacific sub-region, only limited numbers of benefits provided from the existing schemes is
people have access to limited protection providednot sufficient to provide adequate protection for
through social security systems. the workers and their families.

Lack of adequate social security represents one oA straightforward savings scheme of the
the greatest challenges facing the countries in thegrovident fund type fails to provide guaranteed
Pacific. In the absence of comprehensive socialnational minimum benefit, as there is no pooling
security cover by the national system, the of risks. The members of the provident funds at
ultimate safety net is still provided by traditibna retirement usually have no option but to receive
social practices and family support, which tend to their benefits as a lump-sum. Lump-sum benefits
weaken as the society transforms into a modernare vulnerable to pressures for speedy
one. The absence of well-functioning social consumption by the recipients and their extended
security systems is a major cause of poverty, ill families.
health and high mortality.

Workers’ compensation schemes are still based
In terms of social and economic development,on employers’ liability, which does not ensure
Pacific Island countries are confronted with a full compliance particularly by employers of
number of impeding factors such as smallness,small sized enterprises. Compensation is usually
remoteness, geographic dispersion, politicalmade as a one-off lump sum payment only in the
instability, limited domestic markets, dependence event of accident or disease directly resulting
on foreign aid and external conditions, from work (excluding accidents during
environmental concerns and vulnerability to commutation), and benefits for rehabilitation,
natural disasters. In the context of globalisation, prevention and promotion of occupational safety
these factors create growing regional inequalities,and health are mostly not provided.
rendering the countries in the Pacific sub-region
vulnerable to relegation into the backwater of the Basic medical care is provided free by the
rapid changes in the global development. Socialgovernment for all nationals and includes hospital
security systems in the Pacific sub-region are atconfinement, professional services, laboratory
different stages of the development. However, examinations and medicine. However, because of
they have the following major problems in the inability of government to allocate enough

common. budget, the quality of public health services is

poor. In most remote islands, people go to clinics
1.2 Limited coverage and inadequate that may be staffed only by a trained nurse.
benefits Women still depend at childbirth on midwives or

traditional birth attendants. Major hospital
Social security coverage in these countries isservices at tertiary level such as heart operations
limited to workers in the formal employment and dialysis are only available in one or two
sector which represents only a small fraction of hospitals in the capital cities. For emergency
working population. In particular, a large cases, evacuation to Australia, Hawaii and New
majority of workers in the informal economy are zealand is possible under the referral system only
excluded from social security schemes. if a panel of doctors approve the case taitgent

_ _ _ and treatable
The scope and level of social security benefits are

also inadequate. In most Pacific Island countries,1.3 Link to decent work approach at
national provident funds and workers’ national level

compensation are the only available social

security benefits, which were implemented in the ILO member states in the Pacific sub-region have
pre-independence days. Other types of muchbeen active in working with the ILO to develop
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and implement National Action Plans for Decent government has also requested direct assistance
Work (NAPDW). The outcomes were presented from the ILO to reform the existing workers’

at the Sub-regional Tripartite Forum on Decent compensation scheme which is also dated and
Work held in Auckland in October 2003 and at a based on employer liability using voluntary
further forum in Melbourne, Australia in April private insurance. Moreover, the following
2005 which provided an opportunity to observations have been made.

consolidate the significant progress in promoting

theDecent Worlkagenda across the sub-region. 1.5 Poverty reduction

The project was undertaken within the framework Four out of the five countries covered by the ILO
of the NAPDW of the Pacific countries. In their project Subregional Initiative on Social Security
NAPDW, the following problems have been in Pacific Island Countrie — Kiribati, Samoa,
identified by the ILO tripartite constituents as Solomon Islands and Vanuatu — are listed by the
major Decent Work deficits in respect of social UN as Least Developed Countries (LDC), with a
security: low income (the GDP per capita is less than
USD900 a year), human resource weaknesses and

e Limited coverage of social security, in economic vulnerability.

particular for workers in the informal

economy (Fiji, Kiribati, PNG, Solomon Social security schemes usually incorporate

Islands); provisions for focusing on income protection of
. Inadequate scope and level of social securitythe poor. One of the fundamental tasks of the
benefits (Fiji, Solomon Islands); social security schemes is for the state to perform

«  Problems of governance and sustainability income transfer to provide minimum income

of social security system (PNG, Solomon Protection to those who live on less than the
Islands). minimum income level. This concept is fully

reflected in the ILO minimum standards

In response to these deficits, the National Actionconvention No 102 (1952). However, as
Plans for Decent work (NAPDW) prescribe the Provident funds are the common type of social
actions for ILO support to the development of a Security system in the sub-region, the effect of
national strategy for extension of social security redistribution is limited as this type of individua
coverage and to provide technical support forsavings scheme entails litte or no income
improvements in financial governance, redistribution or social Solidarity and are in
investment policy and administration of social €ssence individual savings schemes managed by

security benefits. the fund. An effective policy is sought on how to
introduce a guaranteed minimum benefit in the
1.4  National development frameworks framework of the provident fund model.

Social security is vital both in the socio-economic In the absence of unemployment benefit or any
development and in poverty reduction. All Pacific organised form of social assistance, the existing
Island countries have committed themselves toSchemes, notably the provident funds, act as de
attaining the Millennium Development Goals facto social safety nets by meeting the immediate
(MDG). The ILO can make significant heed of cash for the people who experience
contributions to MDG Goal 1 of halving poverty unexpected adversities such as economic crises or
by 2015, by assisting Pacific Island countries to social unrest. However, these withdrawals from
extend social security schemes in order tothe fund are at the expense of savings for

increase the number of people who will be more retirement. This resultant limited retirement
resilient to social shocks and hence fa“mg into benefits result in more retired workers who need

poverty. to rely on traditional family and community
support. This ILO projecBubregional Initiative
In  Kiribati, the government's national ©On Social Security in Pacific island Countries

development plan identifies one of its national @lso aims to extend the scope and impact of
goals as improved economic and social safetyincome protection benefits (social security).

nets for vulnerable groups and for women and

children. The Kiribati Provident Fund (KPF) In most Pacific countries, provident funds are
seeks more technical assistance to review itsalso major financial institutions in the national
financial viability and operational capacity. The €conomy and in some countries are in fact the



largest single financial institutions. The assetse
invested by the provident funds constitute a
significant portion of national wealth. In this way .
provident funds contribute to the capital
accumulation in domestic financial markets. If the

The Project — Rationale and Implementation

Develop gender-mainstreamed and gender-
specific policies and interventions in social
security, which will lead to greater gender
equality.

funds are properly invested in productive The project was implemented in three broad
economic activities, they will also contribute to stages that included:

economic growth in the long term.
1.6 The project aims

The Subregional Initiative on Social Security for
the Pacific Island Countriewill contribute to
better social and economic security for all
members of society through improved coverage
and efficiency of social security systems. It will ,
also contribute to the promotion of gender
equality.

The project aims are to:

. Formulate comprehensive country
programmes on social security in the form
of tripartite national action plans based on
the needs assessment survey, financial and
gender analyses, and take steps for their
implementation;

. Improve the efficiency of existing social
security organisations in providing services
both at management and operational levels
and enhance their capacity for the
enforcement of the legislation and the
management of the funds.

Figure 1.1 Project overview

A review of existing programs and systems
that included surveys of the informal and

formal economy workers and inputs from

key tripartite stakeholders and the status of
other associated programs like

microfinance;

Conduct of feasibility studies on priority
benefits programs that included the
technical rationale behind the range of
typical social security programs and the
feasibility of their implementation in the
country. This will include a study on the
existing traditional systems and how they
impact on potential social security
programs, particularly in the informal
economy and how they can be strengthened
to provide basic services; and

Based on the feasibility studies and a second
round of tripartite stakeholder inputs, the
national action plans were developed. The
output will include the technical and
feasibility considerations produced in a
reference manual format to facilitate future
stages of social security reform.

INITIAL PHASES MIDDLE PHASES FINAL PHASE
« Project establishment and « Mid term gender meetings in five « Prepare national action plans;
promotion; countries; « Present plans to

« Review existing social security « Review Operations & IT in provident governments. and key

systems and produce country funds;
overview reports;

« Informal and formal economy
surveys;

« Conduct study into traditional
system and customs;

« Survey analysis report;

« Gender study and report;

« Review of microfinance.

countries;

child allowance etc);

INITIAL WORKSHOP

Fund CEO forum

¢ Conduct microfinance active case
study in Fiji; passive in the other four

 Feasibility of introducing family benefits
(gender based benefits, maternity,

< Additional International consultancies
to complete the other 6 feasibility
studies in the five countries;

« Mid-term visitation program and
support to Pacific Countries’ Provident

stakeholders and commence
implementation strategies;

« Produce reports;

« Promotion of final plans to
stakeholders;.

« Distribution of technical
manual to key stakeholders.

FINAL WORKSHOP
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Figure 1.2

Conceptual framework for project social

security in Pacific Island countries
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Specific Outputs

1. Review and update existing reports on Kiribati, Fiji and
Solomon Islands;

2. Complete reviews on existing programs in Samoaa nd
Vanuatu;

3. Conduct informal sector surveys in 5 countries;

4. Conduct survey of provident fund members;

5. Complete case study on microfinance in5  countries

Review papers,
comparison report,
survey results

Specific Outputs
1 Conduct initial national workshops to identify prio rity
needs

Needs Identified,
priorities explained
and workshop
reports

Specific Outputs

Based on outputs from national workshops,

1. Identify gaps and priorities;

2. Complete feasibility studies on priority benefit S programs;

Feasibility studies
produces (as
required based on
Phase 1 outcomes)

Specific Outputs

1. Complete training needs analysis;

2. Develop and conduct training programs for 5 cou ntries
plus PNG, Marshall Is. and Tonga;

Training plan
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Suva, subsequent
stages web based
training
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1. Consolidate local and international materials;
2. Produce social security reference book;

3. Launch publication.

National action plans
in 5 countries and
consolidated
reference book
launched
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Chapter 2 Overview of Social Protection Systems

2.1 The scope of social security . Universal benefits tax-financed benefits
_ - _ provided without being means-tested
Social security is widely accepted as the.  Employer's liability provisionsdbligations

protection which society provides for its imposed by statute on employers to provide
members, through a series of public measures to: benefits to workers in  prescribed
circumstances such as employment injury,
. Offset the absence or substantial reduction sickness, maternity and termination of
of income from work resulting from the employment)and
contingencies pf_ sickness, maternity, . National  provident funds dgfined
fampl_oyment Injury, unemployment, contribution schemes with individual
invalidity, old age, and death, accounts.

. Provide them with health care, and
. Provide financial support to families with In the following sections, some key issues
children. relating to social security are explained.

These are the basic contingencies specified in the.2 Why do we need social security?

Social Security (Minimum Standards)

Convention, No0.102 of 1952 which is used by People can achieve income security not only

developing countries as a guide in the planning ofthrough productive employment, savings and

social security systems. accumulated assets (such as land and housing),
but also through social protection mechanisms.

The ILO in pursuit of its overall goal of achieving These mechanisms function not only as a

Decent Workor all men and women has adopted protective but also as a productive factor.

as one of its four strategic objectivd@nhance  Workers need income security to make long-term

the coverage and effectiveness of socialplans for themselves and their families and to

protection for all The essential point is that prevent them from becoming trapped in a poverty

coverage in this context refers to meaningful, cycle. Workers’ income security has also positive

appropriate as well as personal membership of effects on the economy, since it makes effective

scheme. The three dimensions in social securitydemand more predictable and provides

coverage strategies are: enterprises with a more productive and flexible
workforce.

. Population coverage;

. Range of coverage, as regards the One of the fundamental rights of people is that

contingencies for which protection is they must have access to a minimum level of

provided; and income security that ranges from provision of
«  Level of benefit or the effectiveness of the Pasic health services and basic food, shelter and
system of protection. educational rights in the poorest countries to more

elaborate income security schemes in the

Consequently it is necessary to take into accountndustrialized countries. Everyone of working age
not only the contingencies which are covered buthas a responsibility to contribute to the social an
the method of organising the social protection. €conomic progress of the community or country
The main different methods of providing social he or she lives in and should be given the
security in developing countries are: opportunity to do so. In exchange, all have the
right to a fair share of the income and wealth of
«  Social insurance sthemes financed by the country or community.
contributions that pool resources in
separate funds for each branch of
insurance,
. Social assistance tax-financed, non-
contributory benefits, provided only to the
vulnerable populatio)

Social security is said to discourage people from
working and saving, to reduce international
competitiveness and employment creation, and to
encourage people to withdraw from the labour
market prematurely. On the other hand, social
security can also be seen to have a number of
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very positive economic effects. It can help to
make people capable of earning an income and to
increase their productive potential; it may help to
maintain effective demand at the national level;
and it may help create conditions, in which a
market economy can flourish, notably by
encouraging workers to accept innovation and
change. Social security and decent employment
are both necessary components for a market
economy to provide income security for all.
Social security is also designed to have important
positive effects on society as a whole, by
promoting social cohesion and a general feeling
of security among its members.

It has been suggested by various commentators
that social security contributes to economic
growth by raising labour productivity and
enhancing social stability. Various types of social
security are particularly relevant to labour
productivity: .

. Health care systems help to maintain
workers in good health and to cure those
who become sick. Poor health is a major
cause of low productivity in many
developing countries where workers do not
have access to adequate health care. Not
only does it limit their ability to cope with
the physical demands of their jobs, but it
also leads to absence due to sickness and
can seriously undermine efficiency even
among workers who do not absent
themselves from work. Care for workers’

family members helps to ensure the good 2 3

health of the future labour force.

Employment injury schemes are playing an
increasingly important role in preventing
work-related accidents and sickness and in
rehabilitating workers who fall victim to
these events. Such activities are of
considerable relevance to productivity,
given the enormous numbers of days off
work attributable to avoidable health risks.

Unemployment benefit provides
unemployed workers with the breathing
space they need in order to find suitable
work which makes full use of their talents
and potential; the associated employment
and training services are also highly relevant
in this respect. Workfare and other active
measures ensure that unemployment benefit
is also used to reshape the workforce over
time to accommodate change.

Child benefits (and other cash benefits
provided when the breadwinner is unable to
work) help to ensure that families with
children have enough income to provide
proper nutrition and a healthy living
environment for their children. In
developing countries, child benefits can also
be a powerful instrument to combat child
labour and promote school attendance.
Children can thus receive an education that
will permit them in the long run to attain
much higher levels of productivity and
income.

What do the

different social

security terms mean?

+ Old-age pensions systems ease the departurt may be instructive to clarify some of the
of older workers from the labour force, terminology used in relation to social security.

thereby helping to avoid the problem of

workers remaining in employment when Social
interchangeably withsocial security or social

their productivity has fallen to a low level.

Protection is sometimes used

safety netout the term can be used in a broader

. Cash sickness benefit contributes to the sense. From a point of view of income security,
recovery of sick workers by removing the social protection incorporates non-statutory or
financial pressure to carry on working when private measures with a similar objective (such as

ill. It also helps to maintain the productivity community-based schemes and occupational

of other workers by countering the spread of pension schemes), in addition to the social

infection.

security measures such as social assistance and

social insurancde The World Bank and other

. Maternity protection is of particular
importance for the reproduction of a healthy

international organizations use this term in a more

workforce, as well as for the maintenance of
the health of working mothers.

Y 1LO, World Labour Report 2000: Income security and social
?rotection in a changing world.
Holzmann R. and Jorgensen S, “Social Risk Management :

A new conceptual framework for Social Protection and
beyond”, Social Protection Discussion Paper, 2000
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generalized sense. The World Bank discussesSecurity (Minimum Standards) Convention
social protection from a point of view of social No0.102 isthe protection which society provides
risk management and defines social protection ador its members through a series of public
public interventions to assist individuals, measures against the economic and social
households, and communities better manage riskdistress that otherwise would be caused by the
and provide support to the critically poor. absence or substantial reduction of earnings
According to the Asian Development Bank resulting from sickness, maternity, employment
(ADB, Social Protection Strategy, 2003pcial injury, unemployment, invalidity, old age or
protection is defined as the set of policies anddeath; the provision of medical care; and, the
programs designed to reduce poverty and provision of subsidies to families with children
vulnerability by promoting efficient labour
markets, diminishing people’s exposure to risks, Social Safety Netis used to refer to public
and enhancing their capacity to protect arrangements to ensure that any individual can
themselves against hazards and interruption/lossobtain assistance to avoid falling into absolute
of income poverty. Social assistance is a typical example of
a social safety net. Recently, this term was used
As we have seen thus far, different internationalto refer to (usually short-term) state intervension
organizations propose different definitions of the to mitigate the immediate impact of structural and
term social protection. Generally, by social economic adjustments such as the transition from
protection it is meant to capture a broader andplanned to market economies and of economic
more inclusive concept than social security (for crises such as the one that took place in Asia in
instance the scope of social protection also coversl997.
non-statutory schemes and private initiatives);
and, in the context of developing countries, social2.4 ~ What are the options for funding
protection is closely related to poverty reduction social security?
and sustainable economic and human
development. The following table summarizes five major issues
in social security funding, and compares the basic
Social Securityis one of the most common terms advantages and disadvantages of each option.
used to describe a wide spectrum of public
interventions against a set of defined risks. A
widely accepted definition by the ILO Social

Table 2.1 Social security funding options

Advantages Disadvantages

Contributions - This is a debate about who should contributéetiver workers and employers pay
contributions to be eligible for benefits (Sociaslirance) or whether the government funds the sehemut
of taxation revenue (universal scheme). Socialranste funds can be semi-independent from governare
used exclusively for the payment of benefits anidsnbject to economic variations. Universal schemes
provide fixed rates for all citizens, usually me&ested

Government funding provides for universal Government funding is subject to taxation and
schemes that are strong in social solidarity and collection capacities and requires strong goveraaric
transfer of wealth to the lower paid workers. They | strong accountability and no corruption if the

can be means tested and targeted at those most in schemes are to be sustainable in the long term.
need. Payments under the schemes are the same| fbligher paid workers are often dissatisfied withithe
all eligible beneficiaries benefits when compared to their contributions ($3x|
When there is a high ratio of beneficiaries to
contributors (taxpayers) as is the case in devetppi
and aging countries the demand on the small
workforce may be untenable.

[¢)

Privatization - This is a debate about who should manage the I- whether social security funds shoue
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Advantages Disadvantages

managed by the government or by private enterpFigaically funds are managed in trust for the cidoiiors
(Trust Funds) by a tripartite Board of Directordeépendent of government.

Private sector fundingcan be more efficient at Private sector fundingcan pose a greater risk of
investing funds - and competition between fund$ witorruption or mismanagement; competition can
maximise the efficiency; the funds will be safer increase costs (because of costs of advertising an
because they are less subject to government cpntratontributors changing funds); the government will
and setting up pension funds in this way promotes have to play a major role in any case (through
more rapid development of the financial sector that regulation); and it is difficult for contributors make
benefits the whole economy. informed choices about funds.

o

Advance funding - This is a debate about when the funds for pensibosld be provided and by whom.
Should a person’s pension be paid from funds pteslopaid in by or for that person (and kept "iorage™
until the time comes for the person to be paid)vgtte funding)? Or should the pension be paid fitzen
contributions of current workers (pay as you go Yi&A)?

Advance funding means setting money aside now | Advance fundingis not practical because it is
which makes it more likely that the government wi|l impossible to advance fund without finding money
be able to meet its obligations later (when the pay for pensions that cannot be fully prefunded
population has aged); that the interest the pension (existing pensioners and those who began their

funds will earn will increase the amount of money
available; and that it will increase national sagn
that can be invested productively.

working career some time before the decision); thg
large accumulations of pension funds may increag
competition for investors and reduce rates of retur

and enforced saving may reduce other saving.

Diversification - This is a debate about how the funds shoulechbesiied - whether they should be limited
government bonds or whether, and to what exteay, should be invested in equities. Investmentsaoks
markets have given much better returns than govemhivonds; however, investment in stock marketsbes

risky and volatile

Investments in stock marketshave given much
better returns than government bonds; that pensiqg
can promote economic growth; and that pensionet

Investment in stock marketsis too risky; that if the
ngovernment controlled the pension fund it would
seffectively control a lot of the private sectordahat

should have more choice about how their funds ar
invested.

eit makes corruption more likely.

Defined contribution or Defined benefit- This is a debate about how pension should brilzed - whethe |
a person’s pension should be limited to what theeyetcontributed (plus interest that the money laasesl),
this isdefined contributionOr should the pension be an amount that is eelatsomething else (such as a
proportion of final salary or average salariess thdefined benefit

For defined contribution - there is no cost to the
government; it encourages saving; rewards those
save most; and increases understanding about the
costs of population ageing.

Against defined contribution - it does not provide
wdbequate income in retirement for poorer workers;
> helps least those workers who need help most;tan

is more complex to administer

In practice, social security systems in most retirement. In reality what happens in most
countries have elements of all of the different countries is that social security programs are
funding components but to a different extent and predominantly funded by contributions from
they are mixed in different ways. For example, employers and workers. Social assistance
many have some defined benefit componentprograms specifically targeted at the poor and
(social pension) and some defined contributionvulnerable are generally funded by the
(individual account). Most do not aim to be fully- government.

funded but aim for different degrees of advance
funding. Some allow investment in equities but it 2.5
is restricted in different ways. Funding also
entails income transfer between generations andSocial insurance is conspicuously lacking in most
affects an individual's choice in savings and South Pacific countries, including Fiji, Kiribati,

Social insurance
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Samoa the Solomon Islands and Vanuatu. SocialThe relative paucity of social assistance schemes
insurance is the technique used in the greatin the developing world testifies to the problems
majority of countries worldwide to develop social which many governments have in devoting
security® The basic principle is the pooling of adequate resources to it. This should not be seen
risks in a fund which can be applied to all nine of purely as a reflection of the low absolute level of
the social security contingencies. It is also national income or of government revenue. It
common to find that social insurance has replacednay be questioned whether governments, in
techniques such as employer liability as part of establishing their priorities, always give suffitie
the strategies for improving social security weight to their social assistance schemes, whose
provisions in workers’ compensation schemes. beneficiaries are rarely in a position of political
This has been much in evidence in numerousstrength.
developing countries in recent decades which
have replaced employer liability schemes andSocial assistance is targeted only at those in need
national provident funds, with social insurance and the means test can in theory be made rigorous
schemes. Improving access to health care througtenough to exclude all but those whose needs are
social health insurance has also attractedgreatest. In practice things tend to be different,
increasingly high priorities in recent years. even in the most sophisticated social assistance
systems. On the one hand, no means test is
It is also true that some countries, notably in foolproof, some people who are not eligible
Latin America, have replaced pension insurancenevertheless succeed in obtaining benefits —
schemes with defined contribution schemes. particularly in countries where there is a thriving
These different trends are discussed in detail ininformal economy. Such errors are serious not
the relevant feasibility studies. only because they cost money, but above all
because they undermine public confidence in the
The adoption of social insurance principles is in system. On the other hand, social assistance
conformity with two of the essential requirements benefits fail to reach many of those in greatest
found in the various ILO standards: need for one or more of the following reasons:

Cash benefits should be in the form of e
periodical payments, not lump sums;

The duration may be limited in respect of
medical care and cash benefits for sickness,e
maternity, and unemployment, but should be
throughout the contingency in principle for

They are unwilling to apply because of
social stigma;

They may be unaware of their rights under
the legislation;

They find it difficult to submit an
application for benefit, as procedures are
often complicated and time-consuming; and

contingencies such as employment injury, «  Social assistance is often subject to
old age, permanent invalidity, and considerable  administrative  discretion,
survivorship. opening the way to favouritism and

discrimination.

2.6 Social assistance

The more rigorous the means test, the greater the
Social assistance is to be found in virtually all |ikelihood that people will be deterred from
industrialized countries, V\_/here it serves as aapplying and that those in real need will fail to
safety net to the other social protection schemespbtain benefit. Self-selection mechanisms are
including social insurance and thus to relieve often more appropriate than means testing,
poverty. In developing countries social assistanceespecially in the context of developing countries.
is much less widespread. Where it exists, it iSThese tend to be used, for example, in the

usually restricted to just one or two categories of provision of paid work in labour-intensive
the population, such as assistance to the elderly i projects and of basic food aid.

the form of universal pension schemes like those

in Kiribati and Samoa or sectoral assistance suchvieans-tested social assistance has another major
as school fee rebates for children of poor families drawback, as it can discourage people from
saving (or encouraggissaving) if they think that
any savings they have will simply be deducted
from the benefit that they would otherwise
receive. Similarly, it may act as a disincentive

® The Marshall Islands, Federated States of Micronesia and
Palau benefit from the social security system of the USA.
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from contributing to other forms of social insurance. It is often also a way of helping poor
protection. Thus it can help to create situatiohs o households with children; in various countries the
need because of the perverse incentives inherenprovision of such benefits is now linked to school
in means testing. attendance where immunization or nutrition
On the other hand, social assistance can be usefyrograms are provided. This is the principle of
for specific vulnerable groups, such as the elderlyconditional transferor requiring beneficiaries to
and children. It may well be the only solution for undertake some form of action in order to receive
widows who have not been able to contribute some assistance. This can be in the form of work
themselves to pension schemes or whosefor benefits (workfare) or bringing children to
husbands were not covered by survivors’ school in return for other assistance.

10



Extension of Social Security Coverage

Chapter 3  Extension of Social Security Coverage

3.1 Introduction most are unable to find other jobs or start

businesses in the formal economy.
Extending social security coverage to excluded
populations is one of the chief priorities of the In sub-Saharan Africa and South Asia it is
ILO in the framework of its global strategy aimed estimated that only 5 to 10 per cent of the active
at ensuring that all men and women have decenpopulation is covered by a statutory social
work. It is estimated that only one in five people security scheme, most of these being old-age
in the world has adequate social security coverageension schemes, in some cases also providing
while half of the world's population is without access to health care, but coverage is tending to
any social security protection. fall. In Latin America coverage ranges from 10 to

80 per cent according to the country, but on the
The International Labour Conference (ILC) in whole it is stagnant. In South East and East Asia,
2001 undertook a general discussion on socialit ranges from 10 per cent in countries such as
security and reached conclusidnghich call for Cambodia to 100 per cent in the Republic of
highest priority to be given to policies and Korea for sickness insurance. In the transition
initiatives which can bring social security to teos countries of Europe, it lies between 50 and 80 per
who are not covered by existing systems. Thecent, and in some of the wealthiest industrialized
International Labour Conference of 2602 countries there are still today increasing gaps in
confirmed the commitment to making decent social security coverage. In general, worldwide it
work a reality for workers in the informal can be taken that only 20 per cent of workers
economy. The commitment to decent work is enjoy adequate social security.
anchored in the Declaration of Philadelphia’s
affirmation of the right of everyone to conditions The progressive extension of social security
of freedom and dignity, of economic security and eligibility is also one of the key elements in any
equal opportunity. The ILC sought to address thenational strategy for poverty reduction which
multitude of workers and enterprises who are aims to enhance social security for the poorest by
often not recognized and protected under legalimproving core social safety nets and accelerating
and regulatory frameworks and who are development in remote areas. ILO studies and
characterized by a high degree of vulnerability experience in developing countries in Africa,
and poverty, and to redress these decent workAsia and Latin America support this concept.
deficits.

The study into the progressive extension of social
The promotion of decent work for all workers, security eligibility to the wider population needs
women and men, irrespective of where they work, to examine the options for extension of eligibility
requires a broad strategy: realizing fundamentalto the excluded formal sector workers, and
principles and rights at work; creating greater andexamine the needs of workers in the informal
better employment and income opportunities; economy and in some cases for overseas migrant
extending social protectiorand promoting social workers. The informal economy by its nature is
dialogue. These dimensions of decent work difficult to quantify and the lack of a standard
reinforce each other and comprise an integrateddefinition and categorization of workers and their
poverty reduction strategy. The challenge of distribution has resulted in a limited availability
reducing decent work deficits is greatest whereof statistical data relating to workers in the
work is performed outside the scope or informal economy. This is particularly true in
application of the Ilegal and institutional most Pacific countries, many of whom have not
frameworks. In the world today, a majority of completed labour market surveys and rely
people work in the informal economy because completely on the limited labour information
from population census conducted in five or ten
year intervals.

* Resolution and conclusions concerning social security,
International Labour Conference, 89" Session, 2001. This ILO projectSubregional Initiative on Social

® Resolution concerning decent work and the informal : i P
economy - The General Conference of the International Secu”ty for the Pacific Island Countriesims to

Labour Organization, meeting in its 90" Session, 2002.
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identify categories of workers in the informal 3.2 The formal employment sector

economy, to define their status in the relevant

country, their priority social security needs and The formal sector represents the more
consider the feasibility of providing them with administratively visible part of the economy and
basic social security eligibility. To assist inghi society, namely the public and private corporate
process a random survey of informal economysector and comprises enterprises and the

workers was undertaken in each country. professional self-employed that have been
accorded legal status and are regarded as legal
General entities.

Social security in Pacific Island countries is This legal status is accorded through registration
generally available only to people in formal by professional associations, the Ministry of
employment and who are obliged or entitled to Labour and the Ministry of Trade and Industry, or
participate in a variety of mostly savings their equivalents in each country. As legal
schemes. These schemes provide cover foentities, the enterprises are subject to labous law
retirement, work accident, health, and death. Theadministered by the Ministry of Labour and to the
schemes are funded by contributions from ILO conventions that have been accepted by the
employers, employees or a combination of respective countries. The formal sector in the
contributions from both and managed by countries in the study ranges from about 25 to 40
provident funds through tripartite boards of percent of the economically active labour force.
management.
The employment sectors in Pacific countries are
The present social security programs in Pacific measured by the national statistics departments in
countries as in most developing countries werea national population census conducted every 5 or
envisaged to capture a finite group of formal 10 years. Modifications through annual statistical
sector workers and ultimately extend the returns from employers or by targeted labour
coverage over a number of years. This wasmarket surveys of selected sectors of the
facilitated by granting exemptions to various economy are not common in Pacific countries. As
employers or employment categories in the initial a result the total dimension of the labour force is
legislation and regulations. However over time it not necessarily complete in most countries. The
is evident that in general, these exemptions haveasic classification of the formal sector is the
not been removed and many of the schemes diffelL,egal Entity, described aslegal status of a
little from their original inception decades ago. company/unit of economic activity based on the
requirement to register with the appropriate
The current social security eligibility extends to government agencies; usually the Ministry of
employees of the military, civil service and Labour and the Provident Fund.
private companies above a prescribed staff size
and total payroll. The remainder of the population In most Pacific countries the bulk of the
employed in smaller enterprises, self-employed inworkforce is still employed in traditional
the informal economy and the unemployed or agricultural occupations and most workers in the
aged, rely on private insurance or support frominformal economy are in rural areas in the
immediate and extended families and the localagricultural sector. The urban informal sector
community. In the short term, it is likely that comprises those individuals and employers who
social security provisions may be extended tohave not been accorded legal status but who have
include more of the people employed in the commenced their operations often without the
formal sector and the self-employed. In the sanction or knowledge of the local authorities
medium  term  additional programs of (e.g. home workers, transport operators and
unemployment benefits and social assistance tdraders). Many enterprises in the informal
selected sectors of the population may beeconomy may be registered with local authorities
possible. The extension of social security and finance regulators such as the Ministry of
entittements to the entire population will be a Finance or the taxation office but have not been
long-term goal in most Pacific countries. accorded legal status under the definition of legal
entity by the Ministry of Labour and have not
been identified by the provident fund.
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It was believed that growth in the formal sector continues to absorb the bulk of the job seekers
workforce and industrial sectors wouldckle who annually enter the labour market. These jobs
down to the traditional sectors of the economy. are created with little capital and without any
Instead, urban industrialisation has tended tosubsidy from the state. These informal enterprises
widen structural inequalities between the handful often rely on indigenous resources, including re-
of leading sectors and the rest of the economy.cycled materials, and produce predominantly for
The ILO concluded in the 1970s that the informal local markets. The entrepreneurs mobilise their
economy was both efficient and profitable and own financial resources via family networks,
there emerged the view that it should be savings clubs and rotating credit systems.
promoted as a strategy to tackle structural Accommodation for newcomers is provided and
inequalities and to meet the basic needs of theraining given on the job. Many workers in the
poor. Continuing rural-urban migration and informal economy also maintain strong ties with
economic shocks caused by environmentaltheir places of origin and often foster plans to
conditions, conflict and poor governance return. Urban to rural remittances, particularly
reaffirmed the importance of the informal from the capital cities in Pacific countries and
economy in terms of work and income from expatriates working overseas, occur on a
generation. very large scale and for many village households
this capital flow has even become the major
While the formal economy has a tendency to source of household income.
produce jobless growth the informal economy
Table 3.1

Table of comparison between formal and in ~ formal economy

FORMAL ECONOMY

INFORMAL ECONOMY

Description

Employees of large firms and in many cases
multinational firms

Covered by labour laws and regulations

Generally capital intensive enterprises with relatively few
workers, mechanised, often use expensive raw materials
A guaranteed standard in the final product

Employment conditions mostly regular hours & low
wages

Fixed prices

Employment mostly in factories

Government and multinationals help to establish and
maintain operations

Legal entities registered with appropriate government
and local agencies

Employs predominantly males

Type of employment

Typically manufacturing sector employment, both local
and in multinational industries, mining, oil

Government employment such as the police, military and
civil service

Service sector in offices, hotels, sales and administration
Self-employed professionals in medicine, law, accounting

Advantages

Generally have access to unions and staff associations
Less susceptible to corruption and stand-over tactics
Uses some skilled and many unskilled workers

Access to compulsory social security

Provides permanent jobs and regular wages

Produces goods (like cars and food) for the emerging
middle classes so that profits may remain within the
country

Waste materials provide raw materials for the informal
economy

Description

¢ Self-employed

« Small scale/family enterprise

« Little capital involved

¢ Labour intensive with use of very few tools

« Using cheap or recycled waste materials

« Often a low standard in quality of goods

¢ Irregular hours and uncertain wages

« Prices rarely fixed and so negotiable (bartering)
« Jobs often done in the home (cottage industry) or on the streets
« Little or no government assistance

« Often outside the law (illegal)

* Employ mostly females and children

Type of employment

« Distributive-street peddlers and small stalls

¢ Local transport

« Small scale manufacturing such as wood, metals, textiles,
carving etc

« Services, selling food, clothes and fruit

« Small scale industries such as food processing, tailoring and
furniture repairs etc

Advantages

* Employs many unskilled workers

« Jobs may provide some training and skills which might lead to
better jobs in the future

« Any profit will be used within the city or remitted to the rural
areas

¢ Uses local and waste materials—the products will be for local
use by the informal sector, the lower paid people

Disadvantages

« Often not protected by local labour laws and regulations

« Little access to loans or grants

¢ Generally no access to unions or associations

« Subject to corruption and coercion by unscrupulous authorities
and individuals
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There is a tendency to associate such informalinadequate because the workers and the
sector activities with poverty. While it is trueath  enterprises in question do not fall within any one
many workers in this sector are poor, it cannot be“sector” in the sense of a specific industry group
assumed that earnings are necessarily lower thaor economic activity, and proposes to use an
formal sector wages. Anecdotal studies suggestlternative term “informal economy” to
that incomes are not always lower than in the encompass the expanding and increasingly
formal economy and whilst this may be true in diverse group of workers and enterprises
urban areas most rural informal economy workersoperating informally in both rural and urban
are poor or near poor. areas. Workers in the informal economy include

own-account workers in survival-type activities,
Apart from generating work and income for a such as street vendors, shoe-shiners, garbage
large proportion of the population in most casescollectors and scrap and rag-pickers; paid
more than 60 per cent, of total employment, thedomestic workers employed by households; home
informal economy is also a major supplier and workers and workers in sweatshops who are
distributor of basic services and needs such asdisguised wage workers” in production chains;
water, food, clothes and shelter. In urban areasand the self-employed in micro-enterprises
the self-built housing sector meets a substantialoperating on their own or with contributing
amount of housing needs. Without the informal family workers or sometimes
sector the majority of the urban population would apprentices/employees.
have difficulty surviving in the city.

Development of effective policy for the extension
The key definition of informal employment in of social security coverage to the informal
Pacific countries is the same as in about 21 othereconomy must be based on a better understanding
countries; that of unregistered enterprises orof the target groups and the assessment of their
enterprises without legal stat@and in rural areas social security needs and existing services.
includes most of the population employed in However, the informal economy by its nature is
traditional sectors as paid or unpaid workers. Thedifficult to quantify and there is a limited
composition of the informal sector in Pacific availability of statistical data.
countries has not been well defined except in one

or two countries. Though the workers in the informal economy
consist of heterogeneous groups, Table 3.2
3.3 The informal economy attempts to classify the workers in the (urban)

informal economy in terms of access to and
The terminformal economyefers to all economic stability of the place of employment and the
activities by workers and economic units that are, resources. This classification could help policy
in law or in practice, not covered or insufficigntl  planners to develop progressive measures to
covered by formal arrangements. Although the extend the social security cover to workers in the
term “informal sector” has gained wide currency informal economy. It may also assist in the
since its popularization by the ILO in the 1970s, identification of the poor and vulnerable groups
more recently the ILO perceives this term in the informal economy.
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Table 3.2 Categories of workers in the informal eco  nomy
Cate Mobility Organisational Labour Capital e i
- Examples Modern
gory | Characteristic Form force Stock
Technology
. : Ambulant vendors : . -
A Highly mobile Sidewalk sales, shoeshine Unregistered Single person Minimal or None
Roadway newspaper and book zero
sales .
Casual cigarette vendors Unlicensed
Car washing
Parking assistants
B Mobile or home Mobile street foo_d vendors Unregistered Single person Small but Very minimal
Home food cooking
based Simple handicrafts Unlicensed visible
g . Street craft stalls . . . .

C Semi-fixed or in Fixed food stalls Unregistered Single person Modest, in Relatively
recognised Minibus drivers and operators Informal licenses or family labour | fixed minor
operating zones or rents location

D Fixed location Small shops Unregistered Mainly family Moderate Some modern

Motor workshops
Small timber and furniture makers labour with technology
Stalls in indoor central markets
Traditional markets Informal and some (e.g. phones,
formal licences additional faxes, power
employment machinery)
E Professional self Acco_untants - Unregistered Usually single Moderate Some specialist
Medical practitioners
employed, fixed Licensed or operation with modern
or home based Members of employees technology
associations

One suggestion derived from this table is that ainformal economy workers unless there was some
realistic strategy could be to extend the scope ofform of subsidy.

the coverage from relatively organised workers

with more regular income (categories D and E) to The social security needs of those in the informal
highly mobile workers who live on a day-to-day economy differ according to their social and

basis (category A). For a more comprehensivefamily status (women, children, youths, the

mapping of the excluded workers in the informal elderly), the degree of hazard in the particular
economy, further research is necessary to lookoccupation (e.g. small farmers, fishermen, drivers
into the dimensions and characteristics of eachof mini buses), the work setting (at home, on the
category of informal economy workers. The street, in a sweat shop), the milieu (communities
survey of the informal economy workers more than establishments), and their ability to
conducted as part of the project extends themake regular contributions to the insurance fund.

knowledge base on the informal economy in

Kiribati. In trying to develop appropriate mechanisms to
cover the risks borne by workers in the informal
3.4 Identification of priority needs and economy, it is important to understand the range

and types of risks that are present and how they
may be prioritized. The strategy on how the
It is evident from the results of the survey of the informal economy workers may adopt to manage
informal economy workers that there is a high these risks must be evaluated. This would allow
need for some form of social protection. The benefit packages and delivery systems to be
results confirm that health insurance is the highes designed that are fully responsive to the needs of
priority, whereas work injury and age benefits workers in the informal economy.

were also high priorities in one survey, but old-

age benefits and education loans were highest irin the case of the Fiji survey, the initial findiag
other surveys. Whilst there is a demonstratedsuggest that there will be very limited capacity
need for old-age benefits it seems that thefor rural and urban informal economy workers to
premiums would be unaffordable to most afford about FID 40.00 per month for the modal

contributory capacity
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provident fund contributions in addition to public initiatives. This includes the interface
premiums for other programs. Whereas formal between the cash based urban service
sector workers and employers contribute 7.5 per providers and the cash poor traditional
cent of gross salary each for the provident fund systems.

contribution, it would be difficult for workers in

the informal economy without an employee- In the project a number of feasibility studies were
employer relationship to contribute the average undertaken to address these options for each of
amount without any form of cost sharing or the five countries. All of these options for
subsidy. This is demonstrated in the Fiji survey extension impinge on a range of national issues
where about 19 percent of respondents indicatedike the economy, social cohesion, community
they could not make any contributions, 72 percentresilience to poverty, individual and groups risks
could pay up to FID 10 per month and about 9of falling into poverty. However, it should be
percent could pay more than FJD 10.00 perstressed that the industrialized countries are not
month. The survey findings for Kiribati are untouched by the problem of social security

contained in chapter 5. coverage and that policies for the extension of
coverage have been applied there over the past

3.5 Strategies  for  extension  of few years. One example is Spain, which with the

coverage introduction of a national health service by the

General Health Act of 1986, in the 1990s
Without the introduction of effective measures to extended access to health care to 99.8 per cent of
extend coverage, the proportion of the populationthe population. Another example is France, which
in Pacific countries that are excluded from all introduced universal health coverage in 2000 for
social protection will increase considerably in the those excluded from health insurance schemes.
coming years. Various European countries also introduced
minimum income programs in the 1980s and
In general, there is no single solution to achieve1990s for those unable to benefit from existing
the goal of universal coverage; each programmencome guarantee schemes.
must be designed to suit the national and local
needs, priorities and resources. It should be note®.6 Promoting micro-insurance
that good governance and sustainability areschemes
prerequisite for any programmes. This ILO
project has drawn on a range of strategies forBasic ideas
improving and extending social security
coverage. Some key elements of the strategiedn the pasttop downgovernment administered
are: models have achieved little penetration into the
informal economy and experienced low

. extension based on existing formal sector sustainability. This suggests that more emphasis

social security mechanism: social insurance, should be placed on the development of
universal benefits and systems and socialdecentralizedbottom up modelthat will drive the

assistance programs which in Pacific design of programmes and services to the workers
countries centred around the provident in the informal economy. Promotion of micro-
funds; insurance schemes based on group contributions
« the promotion of and support for the Would need to be considered as an alternative
development of decentralized systems interim measure for informal economy workers.
deriving from local initiatives, in particular ~The underlying idea is to use the micro-insurance
micro-insurance programs; schemes managed by communities or other

+ introducing universal benefits or services ©rganized groups as a vehicle to provide social

financed from general state revenues such asecurity for the informal economy. It should be
the universal age persons allowance paid innoted that the target groups are those who earn
Kiribati and Samoa: above the poverty line but are outside the formal

R establishing or extending means-tested Social security schemes. In many cases, the

benefits or services (social assistance), alsgnicro-insurance schemes are connected with
financed from general state revenues: and _NCOMe generating or micro-finance activities.

e the design of linkages and bridges or
interfaces between decentralized systems
and other forms of social protection and

There are several advantages that support the
success of this approach. Firstly, such schemes
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are expected to be more accountable with thesustainability, the government is expected to play
commitment by the leader and participation in an important role as a coordinator and as the
management and sense of ownership byguarantor of last resort. In the long run, therefor
members. Secondly, these schemes can havéhe most sustainable arrangement may be to bring
benefits and contributions structures that are morethese  decentralized schemes under the
responsive to the needs of the members. government umbrella in which self help groups
can facilitate registration of members and
Self-help groups supported by trained facilitators collection of contributions.
are seen as the key to successful implementation
of a social security program for informal In addition to micro-insurance, private insurance
economy workers. The benefits of self-help companies could provide the cover for injury and
groups are: health, injury and death independently or in
competition with micro-insurance schemes.
« Able to be developed in geographical, Competitive rates for life insurance and injury
economic or occupational groups in insurance could be achieved for a scheme that
accordance with the best practices. covered informal economy workers given an
(experience from local trials suggest adequate pool of contributors and appropriate re-
geographic groupings may offer the best insurance and risk guarantees.
potential for sustainability);
. Facilitators and group leaders can assist inln general, Pacific Island countries have relagivel

the marketing and explanation of social small populations and in some cases they are
security provisions to members of the subject to severe environmental risks. This

group; combination of small pool sizes and high risk

«  Local access to information and assistanceplaces the micro fund at some degree of threat.
about contributions and claims thereby The solutions of wusing a guarantor (the
minimizing a major complaint about access government), re-insurance or pooling with other
to services: funds either internally or externally, all require

. Mutual support by the facilitator and other intensive consultation, good governance and

scheme  during personal difficulty study produced some principles for social re-
experienced by individual members, and insurance and the Pacific sub-region offers some
. Essential to the efficient collection of ©Of the characteristics identified in the study. An

contributions by field officers visiting the ©xample of the high cost of using private re-

groups on a regular basis thus maintaininginsurers can be seen in Kiribati where the re-
low administrative cost of group insurance cost of the workers’ compensation

contributions to the agency. scheme for a small number of contributors (500 —
600) is almost 40 per cent of the premium. This

An inherent concern about micro-insurance €vel could not be sustained in a small micro-
schemes is fragility. Lack of necessary Insurance scheme.

preconditions has caused many micro-insurance _ , _
schemes to have a short life span before they3-/  Relevant trials and experiences in
become insolvent, usually as a result of impreciseMicroinsurance schemes for the informal
assessment of risk, failure in investment and®&cONoOmMy

inadequate delivery of services. Smaller schemes ] ]

may be less profitable, have higher administrative Nternational experience

overheads, provide lower benefits, increased risk
of insolvency and may in the longer term
jeopardise the development of a future
gs;gir;:n entthsrggzlﬁl |sedsusg§;er{n b)éfleglmgur:gg below the poverty line and the remaining 40-60

arrangements. It is also desirable that the numbeP€' Cent above the poverty line but not

of schemes is kept small and the overall system‘:omribming (or entitled) to social security

does not become fragmented with a proliferation _scthemi:_s. Alnnex 1.pr°V'd¢S a fsummlary of some
of schemes that will become difficult to control. " e_rnla |ona_t expr:erlence In-informal economy
Therefore, to extend the coverage by means ofocial Security schemes.

micro-schemes while ensuring their

In most developing countries about 10-20 per
cent of the workforce is covered by formal social
security programs, another 30-40 per cent live
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There have been a number of international trials3.8 Extending coverage of formal
aimed at extending the existing formal social sector workers
security systems into the informal economy.
These schemes target the vulnerable poor and th#&/henever social insurance schemes have been
informal economy workers and great emphasis ismade compulsory for a limited section of the
placed on developing self-help groups as the basisvorkforce, usually based on the size of the
for the organisational models for these schemesemployer, the ultimate aim was to gradually
In most schemes the government has a supportingxtend coverage at a later date. There is some
role in terms of promotion, guarantor of some evidence of this in some Pacific countries,
funds and contributor of subsidies in other cases.however, most have used voluntary compliance
In almost all of these schemes international rather than legislate extension of compulsory
technical assistance has been provided for policycontribution.
design, governance and in some cases to provide
direct subsidies to promote and maintain the The original purpose of these regulations seems
schemes. The other major stakeholders areto have been to limit the pool of eligible
various NGO'’s, cooperatives, trade unions andemployers to allow the provident fund
private insurers. organisation to develop its capacity to administer
and enforce a manageable base of contributors.
Research on the selected case studies shows thehis process of progressive expansion of
following typical characteristics of social coverage to smaller and smaller enterprises is
protection programs for workers in the informal used elsewhere in the world. The way
economy: membership of provident funds has been
restricted is to use the size of employer (number
«  All of the programs are voluntary and it is of employees), gross monthly salary or number of
very difficult to administer compulsory hours worked. In other schemes the self
membership to the schemes, employed, contractors, family businesses and
«  Benefits and contributions are tailored to the piece rate workers are also exempted from initial
needs of the individual groups who decide schemes. These avenues can encourage the
on their priorities, understatement by employers of the size of their
. Programmes are flexible and offer a range workforce, the total payroll or the number of
of benefits options with contributions that hours worked by employees in order to evade

reflect the affordability range of the target contribution liability, to the disadvantage of many
groups, members of the workforce.

. Organisation of groups is essential to
achieve a critical mass to minimise risk, Compulsory membership of the social security
maximise efficiency in collection of Scheme for alformal sectoremployees where an
contributions and payment of benefits, employer/employer  relationship is clearly
«  In most cases some form of re-insurance oreStablished, ~would  simplify ~administration,
pooling of funds is essential if the schemes compliance and marketing of the scheme and an

are to be covered for unforeseen risks andiMmProvement in contribution compliance rates
be sustainable in the long term could potentially increase the coverage of

. In some instances governments have €mployees. An initial comparison in the five
accepted their responsibility for social countries between the active members of
security by providing contribution subsidies provident funds and estimates of the formal sector
for some elements of insurance and in Workforce generally shows a high correlation.
guaranteeing the funds against high risk This implies that the complia_nce levels are hig_h,
(e.g. natural disasters etc) however the fact that provident fund data is

. Most schemes relied or’1 some form of usually current and employment data is dated by
partnership with private insurers or banks to some years makes a d|r_ect comparison  very
provide the range of services, and difficult. In mqst_F_’ICs public s_ector employees

. Service delivery was usually provided by represent a significant proportion of _the formal
special agencies focused on the articularsector workforce and therefore compliance could
sgheme %r by NGOs su erviseg by a be expected to be high. More direct observations
government ag)(/ency P Y @ are made in the country assessments in chapter 4.

18



Extension of Social Security Coverage

The findings from the surveys and from general Because of the concentration of the population in
observations show that there is a widespread lackural areas in most Pacific countries where up to
of understanding amongst employers and76 per cent of families may be devoted to
employees about social security in general andagriculture for income and or subsistence, then
the contribution requirements to most provident informal sector employment is correlated strongly
funds in particular. to agricultural activities.

3.9 Informal economy studies The definition and classification of the informal
economy is difficult in many countries because
The purpose of the study relating to the informal comprehensive data is often unavailable and
economy as part of this project is based on theinformal economy studies are often limited to
assumptions that any extension of social securityselected employment sections. The broadest
would have to be piloted and implemented in definition for the informal economy includes
phases by areas or provinces. This study willthose workers who do not receive regular income
focus on areas and employment sectors that offeend have no contracted or enforceable
the potential to be easily identified, manageable,employer/employee relationship. This usually
close to administrative centres; occupations thatincludes a predominance of self employed, casual
earn more regular incomes and demonstrate and unpaid workers in family businesses and
need for social security. those not registered or subject to labour laws.

The survey into the informal employment sector, Options for classification can include degree of

conducted as part of this project, is one of manyemployment mobility and assets, geographical

studies aimed at improving the understanding oflocation or broad employment activities. In the

what is a highly complex series of case of most Pacific countries, the broad

interrelationships where individual employment category appears to be an efficient

entrepreneurships override the normal legalclassification parameter because of the limited

constraints and the protective mechanisms ofrange of occupations and the domination of the

formal employment. The survey attempted to agricultural sector in employment of the

confine the scope to the social security issues bypopulation.

supplementing the quantitative measures

available from statistiésand other studies with a In the absence of any formal classification of the

small-scale geographical survey to improve theinformal economy a reasonable occupation based

qualitative understanding of the social security classification is listed below. This classification

needs of selected elements of this vastwas used to design the informal economy survey

employment sector. The surveys also aimed tothat would provide a close correlation with the

supplement the available data about the informalstructure of the informal economy and at the

economy. same time be able to be randomised within that
structure.

The surveys were conducted in each country to

obtain primary indicators of social security needs Predominantly Rural

but also to provide information that may support

the establishment of a future pilot study that 1. Farm and farm related activities comprising

could assist in the design and testing of a socialsubsistence farmers, small Ilandholders in

security program to meet the needs of informal specialised or mixed farming, landless farm

sector workers. The surveys concentrated on thevorkers and unpaid family members.

two major components of the informal

employment sector in urban and rural areas. The2. Fishing/ where this is the major income

surveys were conducted in the geographical areasource. It is recognised that in some households

in proportion to their informal sector work force income and subsistence will be derived by a

and based on an analysis of the composition ofcombination of fishing and farming.

the informal economy.

® These include household income and expenditure surveys
and specialist informal economy studies which have been " this applies to coastal local fishing and not to commercial
conducted in some of the five countries operators who are clearly in the formal economy
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Mostly Rural Some Urban actually still employed. A more in-depth study of
3. Home workers including craft workers, mat compliance with conventions such as this one
weaving, garment making and housemaids. should be included as part of any extension of

social security coverage.
4. Self employed workers including micro-

entrepreneurs, small traders and miscellaneous8.11 Compulsory VS. voluntary
enterprises. membership
Mostly Urban The rights to universal social security coverage

5. Transport industry workers including taxi by all members of society have generally been
drivers, small repairers and other small transportendorsed by the government and people in Pacific
passenger and freight services. countries and this is supported by the
commitments made in the national development
The surveys also provided information about program8 in each of the five countries in this
social security as it may apply in Pacific courdrie project, including Kiribati.
i.e. social insurance for selected life eventsit as
was anticipated that many people would haveVoluntary membership can only be seen as a
little understanding of the concept. The choice of transitional strategy to alleviate temporary
employment category and location was based orngovernment budgetary constraints but in the long
proximity to major cities, earnings capacity, high term the government must accept its
lifestyle risk and potential to create groups of responsibility to provide for a minimum social
workers with similar work and life interests. The security system for all citizens. Inequities
potential to administer and monitor a future pilot between the personal contributions from formal
scheme and a subsequent social security programsector employees and informal sector workers are
was also a key consideration. huge which creates a sustainability problem for
voluntary schemes, the very schemes that are
The survey data collection form was constructeddesigned to protect the most vulnerable informal
in four parts; (i) personal details, (ii) education sector and poorest workers. Voluntary
(i) employment, income details, (iv) social membership carries with it some serious risks of
security needs, priorities and desire to contribute adverse selection, limitations in the pooling
A summary of the key findings are presented principle, drift of formal sector workers away
below and the complete survey is provided asfrom their current schemes into a cheaper
chapter 5. informal scheme and ease of withdrawing from a
voluntary scheme.
3.10 Other legislative considerations
Attempts to extend existing social security to
There are other legislative provisions that relatecover the self employed have met with mixed
to liability for social security contributions that success. Few people join theses schemes
should be examined. An example is social voluntarily and many are either unwilling or
security contributions for employees of unable to pay the combined employer and
diplomatic missions that are contained in the employee contribution. Likewise compulsory
Vienna Convention on Diplomatic Relations, cover is difficult to achieve especially in the ase
1961. Article 33 This convention provides for of identification, registration and collection of
local staff employed by diplomatic missions contributions. Some success has been obtained by
including agencies such as the United Nationscreating special schemes for the self employed
missions, and projects are subject to the localthat can adapt the contribution rate and services
laws on social security contribution. This to the needs of the self employed. These
convention would also apply to all of the programs are more successful when they are
international missions in Pacific Island countries. accompanied by some form of subsidisation.
While most diplomatic missions provide some
social security protection for their regular
national employees during the term of their
contra_lcts, employe-es- on short term contracts may The references to social security in the plans var
benefit from only mmlmal' short term cover or no considerably. However the general thralst is along ’t)he lines O)li
cover at all - Ieaving such workers vulnerable people’s welfare, development and achieving the MDG'’s. The

when their contracts end or even while they areindividual comments are described in the separate country
reports in later parts of the report
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A summary of likely extension proposals could 3.13 Capacity for provident funds to
see priority placed on compulsory schemesextend membership
(formal sector, self employed etc.), capacity
building in the institutions, encouragement of an In all provident funds the primary customer focus
informal economy scheme through self-help, andis on the employers who are responsible for
voluntary schemes supported by the government. registration of their employees in the schemes,
payment of monthly contributions, and
3.12 Social security institutions for representing their employees’ social insurance
extension of social security coverage affairs. The service delivery concept is based on
group collections of contributions and this has
The main national institutions capable of shaped the organisational structure. The focus
delivering expanded social security programs inshould be changed more towards the individual
PICs are the provident funds; however transitionmember in terms of access to services,
from a provident fund to a social security information, marketing and privacy. Whilst some
institution would require substantial changes to provident funds have the option of storing
the provident funds. The major weaknesses inadditional personal data like member addresses,
provident funds are the role, which is closer to most do not do so because of the need to maintain
insurance companies than social securitythe data. The concept of maintaining accurate
organisations, their limited access and outletscontact data has a low priority in provident fund
across most countries, their limited exposure tooperations. The ability to have direct contact with
customer service, and limited personal datamembers, without using the employer as a broker
holdings and capacity to capture and hold data onis considered essential in the longer term. A cost
individual members. The private insurance estimate has not been made to undertake this
companies may also be in a position to administerchange in focus but it is expected at a minimum
private insurance or superannuation schemeghat IT systems will have to be upgraded as well
using their existing group schemes that have beeras changes to organisation wide staffing and
developed on a group risk basis. Whilst extensionproperty models.
of social security coverage is welcome it is also
desirable that the number of schemes is keptit is not proposed that the employer group
small and the overall system does not becomecollection methods be changed as they have
fragmented with a proliferation of schemes that proven to be efficient; however additional
will become difficult to control. Smaller schemes collection methods need to be devised if smaller
may be less profitable, have higher administrativeenterprises and self-employed workers are
overheads, provide lower benefits, increased riskincluded in the membership of provident funds.
of insolvency and may in the longer term This may include the user of field officers
jeopardise the development of a future employed by the funds, as paid agents or NGOs
government subsidised system. paid a commission for servicing informal sector
groups.
An ideal social security system should maximise
the performance of existing institutions within the 3.13.1 Service Delivery Networks
bounds of current legislation by treating all
employer/employee relationships as formal sectorTo support extension of membership the service
workers and subject to compulsory social security delivery networks would need to be expanded in
contributions. This could allow the creation of all PICs to ensure reasonable levels of access and
special cases for the remainder of truly informal equity for all members and to facilitate the
sector workers. In the short term it is most likely smaller contributors. Most provident funds in
that provident funds could coordinate a social PICs have few service outlets and in the case of
security scheme for informal sector workers aloneKiribati there are only two (Bairiki on South
or jointly with private insurance companies by Tarawa and on Kiritimati).
delivering flexible policies to group schemes
through local facilitators. 3.13.2 Process and administrative
considerations

The following considerations on administration
and technology are initial observations made by
the project in the initial visitations program and
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they are general and relate to all provident funds(i) Opportunities for regional cooperation
in the project countries. These considerations on social security
were expanded and developed in detail in the
study on Operations and IT in SINPF contained Given the similarities in many PICs and the range
in Chapter 19: of cooperation that has occurred in organisations
such as USP and PICTA, with immigration
« The membership process needs to beactivities and in a range of economic and trade
enhanced to involve individual members in areas, the opportunities for social security
their social security investment; cooperation should be explored. There are some
obvious opportunities in the administrative and IT
. Provident fund performance needs to areas where sharing of common systems and
improve the returns on investment and policies between provident funds would facilitate
lower the relative administration costs to easier maintenance and reduce costs. An
make the fund more attractive to members association of IT sections may minimise the
by increasing the long term benefits to impact of the loss in skilled staff and recruitment
members; difficulties faced by provident funds for specitlis
staff.

* Improvement of the benefits provided to . o . _
members and to introduce new social Further investigation into social re-insurance,

security benefits in the medium term such asfunds  pooling  and  reciprocal  benefit
unemployment insurance, maternity arrangements should be explored. The biennial
beneﬁtS, regu|ar pensions in lieu of |ump conference of PIC Provident Fund CEOs is an

sum payments, accident insurance andéxample that could be extended.
possible social assistance in the long term; _
3.14 Conclusions
. Improved access to services by distributing _ _ _
access to remote areas by the use of part-hose lacking social protection tend to belong to
time services, authorised agents, telephonethe economically weaker sections of society. The

services and further devolution of branch @m in the long term should be to bring them into
offices: a national system covering the whole population

(or the entire labour force, as the case may be)

. Reviewing the business needs to improveWhere they can benefit from risk-pooling and

targeting of services and needs to customerSolidarity. In the medium term this may be
groups in the currently excluded possible for middle-income developing countries,

employment sectors; but not for th_e'low-income countries: Such

schemes are difficult to enforce, especially for
some sections of the self-employed, but plans
should be drawn up (and included in legislation)
to extend compulsory coverage in a step-by-step
manner, at least to all employees.

. Developing effective marketing programs to
better inform the potential members about
provident fund social security services,
eligibility, benefits and procedures.

. In some provident funds segregation of the _The state may facilitate and support micro-

cancelled memberships and identification of 'Sncshu;ranr;cseasrgh]%rp?ﬁef%rmt:%ﬁnWhuonmabng)er’glrg
active and non active members will assist 9 ’

. although it is clear that many of those in greatest
management and processing; and need will never choose or be able to contribute to
such schemes and will thus never benefit from
any support which the state provides to them.
@Micro-insurance schemes should be encouraged
to develop in a way that will facilitate their
possible integration into the national scheme and
eventually the generalization of compulsory
coverage.

. Development of a new integrated
registration process that uses additional dat
about individuals, includes a stringent proof
of identity process and provides customers
with their rights and obligations of
membership, functions that are all essential
in a social security organisation.
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Apart from contributory schemes, the other main

types of social protection are financed from The net cost to government of providing a
general government revenue and may take thauniversal scheme should be fully investigated and
form of means-tested or universal benefits. the returns via value added taxation, income taxes
Governments in developing countries have been(after a number of financial exchanges) and local
slow to develop either of these, being already economic growth should be included in the
under intense pressure to cut existing public calculation model.

expenditure, within the framework of structural

adjustment programmes. However, such benefitsThe goal of social protection is not mere survival,
need not be very costly: the category of personsbut social inclusion and the preservation of
eligible can be quite narrowly defined, at least athuman dignity. As governments seek to extend
the initial stage, in order to limit the impact thre coverage, they would do well to study the
state budget. Over time, as the benefits proveexperience of countries where social security is
their worth and gain political support, it shoulel b popular and enjoys a high degree of public
possible to devote greater resources to them andupport. The huge task of extending social
to provide them on a less restrictive basis. Bothprotection is one for which they will need all the
types of benefit provided by the state can helppublic support they can get. There are no simple
those who are in greatest need. Universal benefitsolutions, and the prospects of success of the
tend to cost more but they are simple to various strategies will vary according to the
administer and they are a foundation on which national context.

individuals can build better income security for

themselves and their families. They can be aMore research, accompanied by experimentation
powerful tool to promote gender equality and, and innovation, can help to inform policy to
more generally, to enhance individual autonomy, achieve progress towards ensuring that all
since they can free people from destitution working people and their families enjoy decent
without subjecting them to the controls and social protection.

conditions usually associated with poor relief.
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Chapter 4 Country Overview and Social Security Revi  ew

4.1 the Gilbert Islands. Kiribati is one of the most
distributed and isolated countries in the pacific
with direct access to nearest neighbours and
trading partners in the order of 3 to 4 hours loy ai
Kiribati comprises 33 atolls in Micronesia The large distances between the islands is a major
distributed across almost 4,000 kilometres ofcommunication and logistics challenge — from the
Pacific Ocean from East to West and about 2,00Banaba Islands in the West to Kiritimati Island in
kilometres from North to South. The three mainthe East is a distance of 3,870 kilometres; and
island groups are the Gilbert and Ellice, Phoenixfrom the Washington Island in the North to the
and Line Islands (see map in Figure 4.1). Thesland of Flint in the South, a distance of 2,050
capital of Kiribati is Tarawa which is located in kilometres. External air services are only
the most densely populated part of the country oravailable four times per week.

South Tarawa Island in the largest island group,

Background

4.1.1 Demographic summary of Kiribati

Figure 4.1 Kiribati location
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4.1.2 Population Table 4.1 Population density
The population is concentrated in the Gilbert h e :
Islands Group, which includes Tarawa, the GRS Sl
capital. One-third of the population live in the |Tota, land mass | 810 km?
South Tarawa urban centre, with 2,324 persons T
per knf while the Phoenix Group is virtually Extended Economic Zone ' m';!,?]g
uninhabited. Tables 4.1 and 4.2 illustrate the |P ation densit | 116 km?
population in summary and in detail by island. optiation Gensty i
| Densest — S. Tarawa | 2,324 km?
‘ Least dense — Phoenix 12 km2
group
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Table 4.2 Population size, growth, distribution and density by island (1995 and 2000)

) Average Annual | Land Population
I(?)lfggr of Island PEBIETE Growt% Rate area De?]sity
groupings) 1995 | 2000 | 1990-95 | 1995-00 | (km?) | (km?
South Tarawa | 28,350 | 36,717 2.2 5.2 15.8 2,324
North Tarawa 4,004 4,477 1.9 2.2 15.3 312
TARAWA Sub-total | 32,354 | 41,194 2.2 5 31.1 1,334
Abaiang (Northern) 6,020 5,794 2.8 -0.8 17.5 331
Butaritari (Northern) 3,909 3,464 0.7 -2.4 13.5 257
Makin (Northern) 1,830 1691 0.8 -1.6 7.9 216
Marakei (Northern) 2,724 2,544 -1 -1.4 14.1 180
Banaba (Central) 339 276 3.5 -4.1 6.3 44
Nonouti (Central) 3,042 3,176 1.6 0.9 19.9 159
Maiana (Central) 2,184 2,048 0 -1.3 16.7 123
Abemama (Central) 3,442 3,142 1.3 -1.8 27.4 114
Aranuka (Central) 1,015 966 0.3 -1 11.6 83
Kuria (Central) 971 961 -0.4 -0.2 15.5 62
Tamana (Southern) 1,181 962 -3.2 -4.1 4.7 200
Beru (Southern) 2,784 2,732 -0.9 -0.4 17.7 155
N.Tabiteua (Southern) 3,383 3,365 1.1 -0.1 25.8 130
Arorae (Souther) 1,248 1,225 -2.9 -0.4 9.5 129
Onotoa (Southern) 1,918 1,668 -1.8 -2.8 15.6 107
S.Tabiteua (Southern) 1,404 1,217 1.1 -2.9 11.9 102
Nikunau (Southern) 2,009 1,733 0.1 -3 19.1 91
GILBERT GROUP | 71,757 | 78,158 1.2 1.7 285.5 275
Teeraina (Phoenix) 978 1,087 0.9 2.1 9.6 113
Tabuaeran (Phoenix) 1,615 1,757 4.2 1.7 33.7 57
Kanton (Phoenix) 83 61 12.2 -6.2 9.2 7
Kiritimati (Line) 3,225 3,431 4.8 1.2 388.4 9
Uninhabited 0 0 0 0 84.2
PHOENIX & LINE | 5,901 | 6,336 4 1.4 525 12
KIRIBATI TOTAL | 77,658 | 84,494 1.4 1.7 810.5 105

Source: Report on the 2000 Census of Population (Vol 1); Tarawa; Nov. 2001.

Figure 4.2 Kiribati population pyramid 2000

Males Females

60-64
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40-44

| 30-34

| 20-24

| 10-14

Source: Report on the 2000 Census of Population (Vol 1); Tarawa; Nov. 2001
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4.1.3 Fertility to access social services such as education and
health.

The total fertility rate (TFR)indicated by the past

three population census show that there is a slowigure 4.4 Population by sex

decline in the TFR over the past ten years,

however the actual rate is still high given the

current environmental and social stresses faced by

the country. Further investigation of the statstic | ,,,,.

shows that the decline is most noticeable in the

Population by sex

30-34 and more so in the 35 — 39 age groups.| *»%1
These fertility patterns suggest that factors agch | | |
education, family planning practices and more
women in the force may be responsible for the | ssoo
decline.
36000
Figure 4.3 Total fertility rates (Census 34000
2000)
32000
1990 1995 2000
4.8 Source:  Population  Census, Kiribati
o 471 Those women operating in the informal sector and
g 46 engaged in communal artisan and handicraft
2 45 - enterprises would need to relocate their business,
€ 44 or take a break hence lose income and a market.
L 43 Absence and relocation to the urban centre means
g 4:2 | E competition is greater and a greater reliance on
= 41 urban based family members to sustain their stay.
' Remittances form a large part of the essential.
1990 1995 2000 Costs of goods and services are higher in South
Population Census (Year) Tarawa and people are less engaged in traditional
methods of livelihood. Apart from the occasional

fishing, purchasing of other foods is the norm,

If present trends continue, population will double With rice as a staple diet. The access to rest&uran
within 20 years presenting even greater challengel$ influencing dietary and traditional food secyrit
to overcome environmental and health problems!SSU€ES.

particularly on Tarawa. The demographic profile N o

is skewed to the young, placing significant strain The Opportunities to re-train in urban centres are
on the government to provide basic hea”h,hmlted, pressure on existing infrastructure and
education and employment services. The currenf€sources is exacerbated further reducing

high fertility rates suggest this trend is likely t Women's economic power whilst their socio-
continue. cultural status through traditional lenses is

deemed to be enhanced. Public sector

More females reside in rural areas yet are nofmployment is limited and the prospect of
confined there. Their movement to and fromdeveloping enterprises is minimal with the
urban centres, whilst small, is significant. This unavailability of a diverse market.

internal and return movement and migration is . . -

influenced by their traditional socialized roles asThe difficult living conditions and lack of
women, mothers, aunts and sisters “designed’ tgpportunities in the outer |sland_s have_ resulted in
accompany spouse, children and extended familft steady rate of urban population drift. In 1985

members to urban centres, namely South Taraw@Pout 33 per cent of the population lived on South
Tarawa, this proportion increased to 36.5 per cent

in 1995 and to 43.5 per cent in 2000. Since 1978
the population of South Tarawa has increased at

TFR is Kiribati is defined as the number of children an I- an annual average rate of 3.3 per cent compared to
Kiribati woman will give birth to
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a national growth rate of 1.9 per cent per annumfishermen. A recent report (Radio Australia,
In the most recent inter-censal period 1995 — 200®acific Islands broadcast 12 Nov 2004), estimated
the population growth rate on S Tarawa was 5.2hat over the next 10 years the approximate

percent per annum. demand for nurses in the USA, UK, Australia &
New Zealand could be as high as 1 million,
4.1.4 Migration 40,000 and 16,000 respectively. The higher skill,

higher pay and opportunity for higher remittances
In the past migration has been used to limit themay present an opportunity for young I-Kiribati
effects of population growth in Kiribati and in the workers to gain temporary or permanent
latter stages of colonisation, I-Kiribati emigrants immigration to these countries. Returning skilled
were sent to Solomon Islands where considerablenigrants should also assist the depleted health
numbers now live, mostly in the Western system and improve the levels of nursing skills in
Provinces. Given the restrictive and selectiveTarawa and the outer islands.
immigration practices of many countries it may be
difficult for Kiribati to export people in future, 4.2 Government and institutions
especially if they are unskilled.

The traditional system of government in Kiribati
The government has successfully employeds based upon island and clan groupings.
internal migration to relieve population pressure,Traditionally island affairs were controlled by a
through its resettlement program in the Linecouncil of elders ynimane,)or in a few cases,
Islands in the 1980s. Individual migration to hereditary chiefs,. Since Independence in 1979 the
Tabuaeran and Kiritimati is continuing at ratesgovernment has been headed by an elected
that would place around half of the projectedPresident Beretitenti) who is both Head of
national population increment of 15,000 over theGovernment and Head of State. The Constitution
next 10 years in Kiritimati. Crucial questions of is based on the British Westminster system, with a
governance, land allocation, and economicseparate Legislature, Judiciary and an
management are already arising there, and wilAdministration. Members of the unicameral
become increasingly urgent in the next two orParliament (the House of Assembly)Maneaba
three years. Even as substantial internal migratioiNi Maungatabucomprising 42 seats are elected
occurs, an overall land shortage and limitedfor four-year terms by universal adult suffrage
domestic economic opportunities mean that somgaged 18 and older). Only 39 members are elected
skilled and qualified I-Kiribati will want to move and one ex-officio member, the attorney general
to other countries in search of employment andand two appointed members serve four years
eventually to settle. Some have taken this pathterms. The government cabinet comprises 12
mostly in New Zealand, as part of a family members of the House of Parliament appointed by
strategy to increase present income and gaithe president.
access to future employment opportunities. This
trend is likely to increase, albeit at a statidljca Each inhabited island has at least one Island
insignificant level, even without any official Council, which is responsible for local
encouragement. government matters. The government has been

described as “a mix of Westminster principles and
Other Pacific island countries that have universakcustomary values within a structure which still
basic education and produce more skilled andyives considerable influence to the elder male
qualified people than their economies can absorlfunimanag of the traditional realm. Women have
have adopted emigration as a deliberate part o& limited role in policy formulation although
national economic strategy. Samoa, Tonga, andubstantial influence in village societ}.”
Cook Islands have contained their population
growth through emigration, used remittanceThe country is administered in three main
income to support domestic living standards, ancadministrative divisions of Gilbert Islands, Line
now benefit from the capital, skills, and businesslslands and Phoenix Islands. There are 6 districts:
acumen brought back by nationals who have livedBanaba, Central Gilberts, Line Islands, Northern
overseas for many years. Gilberts, Southern Gilberts and Tarawa, and 21

Island councils, one for each of the inhabited
An opportunity may exist for Kiribati to exploit
the international skilled labour needs in addition

to the eXIstIng Supply Of merchant seamen an(%o Source is Stakeholder Participation in Development: Kiribati
World Bank, 1998)
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islands: Abaiang, Abemana, Aranuka, Arorae,s
Banba, Beru, Butaritari, Kanton, Kiritimati,

Kuria, Maiana, Makin, Nikunau, Nonouti, |,
Onotoa, Tabiteuea, Tamana, Tarawa and Teraina.

Democratic values are strong with government
answerable to the people. For example, legislation
is handled by Westminster convention but is’
referred to theuimane for their consideration
before becoming law: it is hard to enact
legislation which the rural communities, or at
least the rural elite, oppose. Members of
Parliament can be recalled, forcing a by-electiony
if a petition is signed by 50 per cent of the
constituency’s registered voters. There has been
no creation of an entrenched political elite; te th
contrary there has been a consistently high

Country Overview and Social Security Review

The expectations about inter-ministry
collaboration have been disappointing;

Government has so far failed to deal with the
basic issues of cash incomes on, and
government services to, outer-islands to the
satisfaction of those who live on them;

The structure of [-Kiribati politics and
weaknesses in public sector management and
administration limit the capacity of the
government to formulate policy, maintain
policy stability and implement projects; and

Bureaucratic requirements of donors, which
may well exceed the capacity of the Kiribati
government, also represent a major delaying
factor in implementation.

turnover of elected members. A list of the ministries and their Operating and

statutory expenditure is shown in Annex 2 titled
The UNDP common Country Assessment hadBudget estimates — statement of operating and
found that the quality of Kiribati's public statutory expenditure.

administration has improved as better-educated
young I-Kiribati have joined the public service in
recent years but a number of weaknesses have
been identified by the government itself for
attention during the current planning period:

e The budgeting and budget control system is
weak, including data collection and
assessment;

» Sectoral planning is not sufficiently strategic,
institutionalised, ongoing or monitored; and

* There is a lack of focus by ministries on their
real core functions.

These weaknesses may be difficult to overcome
and consultations are sometimes more apparent
than real: The Public Service ... explores and
administers aid policy initiatives from above
(ministers) and outside (aid donors) rather than
developing alternatives from within. It operates
hierarchically among departments, divisions and
sections rather than laterally. ... [Also] the
importance of the traditional domain is seen in
cultural expectations which make it difficult for
one individual to ask another to do something
more than once, to check if an instruction has
been carried out or to criticisé' Thus:*?

! Stakeholder Participation in Development, WB, 1998)

2 The first example is from Kiribati Country Cooperation
Framework 1997-2001: Country Assessment Report (UNDP,
July 2000); the others are from Stakeholder Participation in
Development: Kiribati (WB, 1998).
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Table 4.3 Some basic development indicators for Kir  ibati
Indicator Overall Males Females Comments
Population (census of Nov. 2000) ! 84,494 41,646 42,848
Population growth (1995-2000; %fyr) ! 1.69% 1.58% 1.79%  Urban (S Tarawa) = 5.17%; rural = - 0.63%.
Life expectancy  (1995;years)? 60.2 58.5 64.7 WBé6est. overall 61.4 (1999) and 59.4 (‘95); up from 48 (m) & 50
(2000; years) 62.8* 58.2 67.3  (f)in 19752 * weighted aver.; not in Ref 1
Infant mortality rate  (1995)2 62 67.5 56.3  Other pre-census data indicate overall of 53 7 to 57 ¢
(2000 1 43 - -
Child mortality, under 5; excl infants (1995) 2 24 27.8 20.8  Estimated 726 to 88'3for infant + under 5 yrs mortality
Maternal mortality rate (1995-2000) 13 - - 56  Five year average for the period
GDP per capita Aus $ (2000; prelim) ¢ AUD804 - - GNP (2000) = AUD1473; GDP (1999) = AUD860
Aid per capita (US$; 1997-98) 10 US$ 194 - - Thisis 62% of 1991-92 level of US$311
Access to safe drinking water (1995) 4 47% - - Urban (S Tarawa) 82%; rural 25%
Access to sanitation (1995) 2 46% - - Urban 45%; rural 53% (1990) ; overall 63% in 1980
Access to health services (1995)2 95% - - 22 of 23 doctors are reportedly in S Tarawa "
(2000) 15 100% - - There are 84 health ‘service delivery points’ 6
Adult literacy (1998) 5 93% 94% 91%  More-or-less unchanged since early 1980s ?
Human Development Index (1998) s 0.515 0.493 0.517  Higher is better (Kiribati is 11t of 14 PICs ranked)
Human Poverty Index (1998) ¢ 12.7 13.7 11.8  Higher is worse (Kiribati is 10t of 15 PICs ranked)
HIV / AIDS (cases; late 2001) & 49 ? ?  Upfrom2in 1994 and 39 in early 2001
Members of House of Assembly (2001) ®- 41 39 2 37th of 49 Commonwealth members for women
MPs (but best of 7 Commonwealth PICs)
Administrators and  Managers  (%;1990s)'* 100 96 4 Also 10 of 280 police were women in 1998 14
Legislators and senior officials (%, 2000) * 100 73 27

Sources:*Kiribati Govt, Report on the 2000 Census Populatiav; 2001); ? Kiribati Dept. Statistics & WHO (1995JADB, Key Indicators (2001)# Kiribati at a

Glance (WB, 2001);° UNDP Pacific HDR (1999)¢ Kiribati Data Profile, (WB, 2000 Pacific Island Country Profile UNICEF, 200f)World Health Report
(WHO, 2001); ° Pacific News Bulletin (PCRC, October 2001j;Comsec/WB, 2000} Poverty Discussion Papers: Kiribati (ADB, 2003 Kiribati National

Development Strategy (NDS, 2000-2088NFPA Kiribati Country Brief, 2001} Annual Review (NZODA; 1998)* Ministry of Health Report (Kiribati, 2001).

Note that women outscore men in HDI because ofdofifg expectancy and in HPI because of greatesisal to age 40.

4.3 History and cultural issues * andataei-ni-mangboys). The main groupings for
females arainaine (senior married womengine
Most of Kiribati had been a British protectorate (married women), nikiranroro (non-virgin
since 1892 and ultimately annexed by Britain inunmarried  women), ataei-n-aine  (virgin
1915 together with the Ellice islands (Tuvalu) andunmarried women and girls). Old people have
the Line and Phoenix islands, then known as thdigher status than the young and adult males have
Gilbert and Ellice island colony. Following the higher status than adult females.
transfer of Tokelau to NZ in 1925 and the

Lﬂgegglg?‘engzgn:gvﬂg Iir:\ 01|37e6r’1ctjhe$\tre|:\r>galﬂgl?cr ?ﬂn Kiribati there is usually a stronger sense of
y P P village identity but even this is usually weak,

Kiribati in 1976. particularly compared to the stratified Polynesian
village system in Tuvalu. A traditional Gilbertese
.gettlement  consisted of severalkainga
still characterised by a strong sense of faLm")iin.dependent clan hamlets) that were sufficiently
independence and  self-sufficiency, a highlyadjacent to sharermaneaba (meetl_ng plac€lhe

: male elders of each hamlet sat in thaneaba

\éﬁgfde I(;Ctaill h(t:UItrLejtsecria?ignrngllscr:ligle r;gz'rt;St a'tséand as all male elders had equal status, so too did
g€, gntp P Y 898 ch hamletkginga) The only stratification of

and sex, and an emphasis on conformity. Age an§uthority existed within the hamlet (in the person

sex deﬂrye the roles and responS|b|I|t_|es atOf the male elder), not across the whole
different life-stages, as well as the authority and

rivleges that go with each stage. The maincommunity. Themaneabacommunity (village’)
priviieg at g ge. was therefore a loosely knit group. There was
social groupings for males amenimane (male

minimal cooperation between hamlets in daily
elders), rorobuaka (adult men)roronga (youth) social and economic affairs. Even within hamlets

13 - the mwenga(co-habiting group or ‘household’)
Cultural description sourced from Margaret Chung and . ;
UNDP CCA was the primary economic group. Eatlwenga
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was self-sufficient in resources needed for theirThere is considerable frustration at the slow pace
daily existence and independently looked after itsof development.
own affairs®.
A study conducted for the local government for
Other than the male elders, the village containgotential outer island development found that the
other important age/sex groupings. For examplel-Kiribati people on the outer islands usually
development of a community facility, such as astrongly identify themselves as belonging to a
common well, is more in the hands of the adultcertain island. But there was little common
married men. While the male elders may suggespurpose on each island in relation to development
such an idea, the adult married mare more activities. During this study it was found that
likely to decide and act upon it. The adult womenvillagers wished to act independently of each
are also expected to work together on manyother and even within villages, extended families
occasions. In particular, the women arelive somewhat independently of one another.
responsible for implementing the decisions of the
maneabaregarding thebukinibwai (shares from Most islands are divided by church group, usually
each household). As households that fail toProtestant or Catholic, each of which works quite
deliver are heavily penalised, these communakeparately from each other. The legal authority on
responsibilities weigh considerably on women’sthe island and representative of central
time and resources. government is the Island Council. Particularly in
the Northern Gilberts, the community often
While this traditional settlement pattern has beerpoorly identifies with the island council and sees
somewhat modified by the influence of colonial it as an institution quite apart from them. The
government and the churches, importantcouncils are made up of elected representatives
characteristics survive. The ‘village’ remains afrom each ward. Often each councillor's main
loose collective of independent households. Theconcern is his (very rarely her) own ward, not the
non-stratification of settlement pattern expressegjood of the whole island. This is also true of the
the still valued ideals of conformity and humility. Chief Councillor who is elected from among the
Authority over the community is held by the male councillors, not separately as an island leader.
elders but they have little capacity to intervene in Traditional authority lies with the male elders and
the affairs of individual households. The malethe maneabaThe UnimaneCouncil is an island-
elders @nimane) are mainly concerned with wide body but operates quite separately of the
community events such as arrangements foisland council. At an island level, the male etder
visitors ormaneabanaintenance. sometimes organise projects and fund-raising.
While the community supports these activities, as
Traditional I-Kiribati society rewarded conformity they must, they do not necessarily consider them
to these social norms and did not accept deviatiomo be their own or expect to see any direct returns
from them. People who behaved in self-centred ofrom them.
competitive ways or became more affluent than
their fellow islanders were ostracized, shamed, oWWomen’s and youth groups are active on most
otherwise excluded from the community. Theislands but their interests get little attentioanfr
tradition of bubuti (lit.borrowing also required the main powerbrokers. Other than projects run
people to share wealth. by the councils, central government or aid donors,
there have been very few island-level activities in
While this emphasis on economic equity the past. On a few islands, the male elder's
continues today, wealth differences have widenedcouncil had organised island fund-raising for a
The ‘wealthy’ now are often the families that project. On the islands of Marakei, Betio and
early had a cash income (usually throughKiritimati for example the male elder’s council
employment in government or on Nauru), werebuilt themaneab&o be hired out for functions; on
able to educate their children and enable them tthe island of Onotoa the male elders bought an
get good jobs, and so have accumulated morater-island ferry.
assets. Although the material aspirations of most
islanders are often very modest, there isThe impact of the Unimane system on any
considerable desire for economic changepotential social security of micro schemes at local
particularly for new opportunities to earn cash.level will need to be carefully considered in order
to ensure that the traditional system is
strengthened by such proposals and that input

* (Hockings, 1989; Bwenawa lo, pers. comm).
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form the male elders is sought at an early stdage. growth from 1984-1989 (Figure 4.5) Calculations
may be appropriate to ensure that at some levddased on Asian Development Bank,
council members are involved as stakeholders in

all stages of the project. Growth and Change in Asia and the Pacific: Key
Indicators 2001, pp. 190-191. Similar to other
4.3.1 Women in society Pacific Island economies, the pattern of Kiribati's

economic growth has been erratic despite the
Kiribati women face a psychological challenge inimprovement in the 90s due to its dependence on
improving their representation and participation ata few agricultural products for export that are
different levels of decision making. The easily affected by fluctuations in world prices as
psychological challenge presents itself in thewell as its vulnerability to natural disasters. eTh
maneaba (traditional meeting house on which major determinants of Kiribati's economic
culture is centred) system which dictates that gerformance are the inflow of workers’
women’s place is behind/after men, never inremittances especially from seamen working in
front/before. Hence |-Kiribati women are foreign-owned or foreign-registered ships, fishing
expected to follow or walk behind men rather thanlicence income and by investment income from its
ahead or lead. Against this value, women havesizeable trust funds. The economy also does not
and are continuing to make in-roads andhave a vibrant private sector to put in investment
improvements to their participation and for infrastructure development in the country.
representation especially in parliament, island
councils, government statutory bodies, publicThe structure of the Kiribati economy has
service and churches (PACFAW: Status ofchanged little during the past two decades.
Women  Report, 2003). However this Services continue to drive the economy,
psychological mindset over-shadows women’saccounting for three quarters of the total GDP in
advancement and men’s partnership toward2000 (from 61.5 percent in 1980), followed by

elevating them. agriculture (18.2 percent in 2000 from 33.4
percent in 1980) and industry, which contributes
4.4 Economic overview less than 7 percent to domestic output. Fishing
and handicrafts are the major industries in
4.4.1 Recent socio-economic trends Kiribati. Its major trade partners are Australia,

Japan, Fiji, New Zealand, and the USA. For 2000,
The Kiribati economy has been expandingthe GDP of Kiribati declined by 4.0 percent as the
moderately during the past two decades. Grossdustry sector suffered a 34.5 percent drop in
domestic product (GDP) expanded by 6.7 percenproduction at the same time that the agriculture
in the 1990s, an improvement over the 1.3 percenéind services sectors similarly weakened but by a
smaller magnitude (Table 4.4).

Figure 4.5 Real GDP growth, 1984-2000 *
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'* There was a change in base year in 1994. The period prior to 1994 maybe therefore not be comparable with the year after 1994
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Table 4.4 Key macroeconomic indicators for Kiribati for 1995-2003

Item 1999 2000 2001 2002 2003
A. Income And Growth
1. GDP per Capita (US$, current) 645 572 220 611 760
2. GDP Growth ( %, in constant prices) 9.5 1.6 1.8 1.0 2.5
a. Agriculture 21.2 (7.5 0.0 (4.2) -
b. Industry 8.0 1.9 255 (10.1) -
c. Services 4.3 5.4 (0.7) 3.0 -

B. Saving and Investment(Current market prices) (% of GDP)
1. Gross Domestic Investment - - - - -
2. Gross Domestic Saving - - - - -

C. Money and Inflation (annual % change)
1. Retail Price Index (Tarawa) 1.8 0.4 6.0 3.2 2.0
2. Total Liquidity  (M2) 4.0 200 (3.9 29.0 -
D. Government Finance (% of GDP)
1. Total Revenue and Grants 130.2 129.0 1471 1574 1365
2. Total Expenditure on Lending 1114 1026 1395 136.0 149.9
3. Overall Fiscal Surplus (Deficit) 18.9 26.4 7.6 21.4 (13.4)
E. Balance of Payments
1. Merchandise Trade Balance (% of GDP) (58.4) (74.3) (84.3) (88.5) (87.2)
2. Current Account Balances (% of GDP) 12.4 13.2 3.2 7.9 (18.7)
3. Merchandise Export (US$) growth (CIF, annual % 54.2 (60.4) 25.0 15.6 115
change)
1. Merchandise Import (US$) growth (CIF, annual % 24.2 2.7) 12.1 183 231
Change)
F. External Payments Indications
1. Official External Assets ($million, end of period) 4059 399.8 340.7 344.7 3511
-In years of Imports 6.0 6.8 5.6 4.7 4.0
2. External Debt Service (%of exports or goods & 15 6.6 3.9 2.0 1.9
services)
3. External Debt (% of GDP) 15.6 15.7 20.3 17.8 23.3
G. Memorandum Items
1. GDP (current prices, million local currency) 83.5 83.1 91.2 98.0 103.20
2. Exchange Rate (As per US Dollar, annual average) 15 1.7 1.9 1.8 15
3. Population (million) 0.084 0.084 0.086 0.087 0.069

Source: ADB Country Strategy and Programme Update 2004 — 2007, September 2004

GDP per capita reached AUD 804 in 2000, lower4.4.2 Economic assessment *°

than the peak level of AUD 860 in 1998. The
growth of per capita income since 1996 has beeiGDP is estimated to have grown by 2.5 per cent in
weak, at less that 1 percent due to the somewha&003, improving somewhat from the previous 2
stop and go pattern of Kiribati's economic years. This improvement was achieved through
growth. higher consumer spending-triggered by a rise in
government expenditures in the run-up to two
Economic growth in 2003 picked up slightly after national elections (in late 2002 and mid-2003) and
a period of political uncertainty, but tight fiscal employment in large construction projects.
control as well as economic and structural reformsSignificant development projects included the
to promote broader-based domestic private sectatonstruction of secondary schools, a new power
activity are needed to maintain the growthgenerating plant, and improved water and
momentum. sanitation infrastructure, all on South Tarawa.
Although higher than in previous years, GDP

'8 Sourced from ADB Country economic assessment
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growth in 2003 was held back in part by poorbut this arrived in mid-2003 and only started
performance in agriculture, especially a decline incommercial operations in December, causing a

copra and seaweed production. net drain on resources for lease payments and
operating costs. However, central government
Figure 4.6 Kiribati GDP current expenditures are estimated to have
e subsided from AUD 71 million in 2002 to AUD
170 65 million in 2003. This reduction is attributable
o ——p A — partly to election date delays and to expenditure
b . S
i N i b Te cuts made in anticipation of lower revenues.
m e A Combined with a 19.2 percent reduction in current

revenues in 2003 and a 48 percent rise in
development expenditures, the overall impact was

12—

']
T i

.._\__(,d

Vo PR e 1 N0 e WD a budget deficit of A_UD 14 million or _about 13
s bl feteth e it Qrans (lacluchic RERF ncorme) percent of GDP (Flgure 4-6)- Drav_vlng dqwn
e Tl epEnAlituress RERF surplus funds accumulated in previous
FERF = Fraorus Equalization frsore Furd, years, other government funds, and external loans
Somres: Stall cakoulations based on dats fiom the Fidhati : TR : R . e
Bt al Satletics Dffice, Kinking ol Pl Govemanat flnanced the deficit. The tl_ghtemng fIS.C&| positio
Fingnce anisdis, 1H65-2000 Rovermbar 2001, Taravey, Sues did not directly affect disposable incomes on
Pragert, ari ; Interrtimal Brons tiny Fursd, Siribmi . .
';L:".:;;:;I:r:f&l?lﬂuiﬁmmfﬂﬂ. ::J-,']m!t-mff S_OUth Tarawa_’ WhICh_ Were.SUppOI’ted. by aid-
cEmaTT financed capital projects in education and
infrastructure. Incoming foreign investment was
minimal.

Despite the narrow production base, Kiribati's
financial situation is underpinned by large Inflation in 2003 was modest at about 2 percent,
external earnings. GNP is approximately 70 pempartly reflecting Kiribati's use of the Australian
cent higher than GDP due to high external factordollar as its domestic currency. Price indexes in
income from fishing license revenues, investmenthe food, beverage, and transport sub sectors were
income, and seafarer remittances. In 2003, GNP ignchanged in 2003, reflecting both the low rates
estimated to have fallen by 4.8 per cent fromof inflation in countries where most of the imports
AUD 168 million in 2002 mainly due to a further originate (primarily Australia and New Zealand)
drop in fishing license revenues of about 22 perand the degree of price control exercised over
cent (they were down 10.5 per cent from 2001 topetroleum  products and  other  "basic"
2002) and a decline in passport sales tacommodities.
foreigners. As a result, the fiscal position
tightened markedly in 2003 with central The balance of payments remains vulnerable and
government current revenues, including Revenués expected to have been in deficit by an estimated
Equalization Reserve Fund (RERF) income,AUD 3.2 million, or about 3 percent of GDP, in
decreasing from AUD 101.9 million in 2002 to 2003. The strong appreciation of the Australian
AUD 82.3 million in 2003. Growth in remittances dollar against the US currency in 2002-2003 and
from overseas workers kept pace with inflationthe consequent fall in the domestic currency value
while income from overseas investments of theof most of Kiribati's foreign income over this
RERF began to recover some of the value losperiod were areas of major concern. Despite a
during the weak global financial markets in 2001-trade deficit of some USD 58.7 million, official
2002. There was also a fall in tax and other nonexternal assets remained substantial at the
tax revenues, suggesting either a reduction irequivalent of 4 years' imports of goods and
domestic economic activity, weaker compliance,services. The RERF was valued at AUD 576
or a combination of the two. million as of end-2002 and AUD 593 million 12
months later. Public external debt was relatively
Expansionary expenditure decisions in the lead-upow at about 23 percent of GDP in 2003 and had
to the 2003 elections with an increase in bothbeen provided on highly concessional terms.
public sector wages and workforce numbers,Domestic public debt is virtually nonexistent.
higher subsidies to government-owned businesses
and the copra industry, and large contributions tdPolicy Developments
development projects affected the fiscal position
in 2003. The government also leased an ATR-720n taking office, the new government expressed
a medium-range aircraft for the national airline,its priority as enhancing and ensuring the
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equitable distribution of development benefits tosector performance is to be encouraged by a new

the people of Kiribatilt promised to pursue these award system and the revision of the national

aims in accordance with the principles of goodconditions of service. Service agreements are to
governance. The key policy areas were stated as:be introduced for all public enterprises on the
understanding that some may be unsustainable.

e Economic growth through a partnership of public tenders are to be introduced for subsidized
public and private investment in services.
infrastructure and production;

. Equitable distribution of services and In 2003, the government introduced several
economic opportunity, particularly on the financial sector reforms. A draft law on licensing
outer islands: supervision and regulation of financial institutson

«  Public sector performance through improvedand on combating money laundering was
efﬁciency in resource use by ministries andintrOduced, as was a reduced guaranteed rate of
public enterprises; return for Kiribati Provident Fund assets.

«  Equipping people to manage social andContributions to this fund were also increased.
economic change through policies in However, concerns remain over poor standards of
education, health, culture, and governance; Project evaluation, increased levels of government

. Sustainable use of physical resources duarantees for Bank qf Kiribati loans to public
including adaptation to climate change; and €nterprises, the setting up of a proposed

. Protecting and using financial reserves Wh”eGuarant_ee Corporation, an_d the rise in the Non
making use of them to finance development,PrOdUCt'Ve Loans (NPL) ratio at the Development

particularly through the village banks and Bank of Kiribati.
strengthening the governance of the RERF.
4.4.3 Outlook for 2004-2005

The government also developed the third

statement of the National Development Strateg)PDP Is projected to grow by 1.8 percent in 2004
(NDS) covering the years 2004-2007. The NDSand by 1.5 percent in 2005, roughly_ equ_lvalent to
introduces new measures for performancel'€ raté of population growth. This will mean
reporting, not only in terms of statutory reporting coNtiNuIng low levels of job creation, and an

but also of ensuring effective monitoring andmcre?se |n.th|e Inumber th unemployed yohuf‘g
review of planning efforts. Penalties for failing t PEOPI€, particularly on South Tarawa. Growth in

comply with reporting requirements include GNP_ is expecf[ed to track that of GDP, thereby
holding back some of the funds allocated toKE€EPINg real income per head at about 2003

ministries and withholding subsidies to public '€VEIS:
enterprises. The NDS is closely aligned with the ' o
budget through the financial managementShort-term prospects for economic activity and

information system and will be reviewed annually employment are determined by current and

at midyear to shape the following year's budget.planned externally funded public sector projects.

The annual budget is to be set in a 7-yearThe 2004-2005 budgets will also be influenced by

multiyear budget framework Increased the better outlook for RERF earnings, which are
confidence in fiscal sustainability is to be €XPectéd to continue improving alongside a

achieved by effectively implemented budgets,gfem?raI recovery inglobal financial marke@s.
maximizing the sustainable collection of revenues’ 'Shing license revenues are expected to remain at
from existing sources, and preparing for thearound 2003 levels in 2004-2005 with the help of
introduction of a VAT-style consumption tax. a new licensing agreement with the EU, then
return to 2001-2002 levels by 2007. In 2004,

Consultations with representatives of civil socjety °fficial external assets are projected to remain at
the equivalent of about 5 years of imports, and

as well as public acceptance of a population _
policy and climate change adaptation policy, will public external debt at about 30 per cent of GDP

help address sustainability issues. Land uséWith no domestic debt).

planning is to be fostered through public thouah the fiscal situati . ;
consultation in heavily populated areas. Although the fiscal situation remains a source o

Infrastructure, small enterprise development, andtONcern, the 2004 budget deficit is projected to

rural production (which has been declining) are todeclineé to AUD 6 million, largely due to
be reemphasized. Private partners forexpenditure compression. Total expenditures are

government-owned hotels are to be sought. Publifroiected to decline by 11.6 per cent. In
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particular, the recent decision to cancel the lease
of the ATR-72 removes one of the greatest threats
to uncontrolled expenditure.

Critical challenges include the increasing levdls o ¢
unemployment, especially among the young; the
deteriorating urban environment on South
Tarawa; and the apparent declining educational
standards, particularly among young men.

The NDS recognizes the importance both of these
issues and of a comprehensive population policy,
which includes family planning and emigration,
for reducing poverty and sustaining living
standards in the country. The challenge is for the
Government to deliver a consistent and strong
national message, implement modernization
measures, and bring about real structural change
in the economy.

Kiribati's potential for long-term growth is e
constrained by the physical limitations of its many
small islands; widespread geographic distribution;
and fragile, low-lying, and poor land resources.
These factors, as well as the small size of the
domestic market, make it difficult to exploit
locally the marine resources of the country's
extensive exclusive economic zone. »
Notwithstanding these constraints, it is essential
that Kiribati both broaden and deepen the private
sector component of the domestic economy. New
employment and new investment opportunities
are clearly needed.

4.5 Social protection in Kiribati
4.5.1 Disadvantaged groups in Kiribati

The assessment of disadvantage groups is a
subjective view of the relative deprivation of
these groups within Kiribati society and it is also
closely linked to vulnerability to poverty caused
by loss of income. The nature of the environment
in Kiribati in a series of dispersed tropical agoll
with their inherent risks from drought, inundation,
cyclones and poor soils contributes to a high co-
variate risk (or group risk) for most communities.
Disadvantaged groups include:

. Formal economy - The weakness in
compliance as regards formal sector workers
increases vulnerability against poverty in the
event of accident, death, illness or
unemployment. If the group of self
employed and overseas workers are also

employment are covered by only the basic
social security elements provided by the
provident fund scheme.

Workers in the informal economy Social
security provisions are not available to these
workers yet they represent most of workers
and their families in Kiribati and they are
highly vulnerable to adverse life events that
result in temporary or permanent loss of
income which can cause them to quickly
descend into poverty. Whilst there is limited
capacity for workers in the rural informal
economy to practice some degree of
subsistence farming to compensate for some
of the loss of income, this is becoming
increasingly less available to workers in the
urban informal economy, particularly in S.
Tarawa.

People living on outer islands. They are
disadvantaged through their ‘general lack of
everything,” namely their isolation and lack
of resources, and because, despite efforts to
promote outer island development, most
resources are invested in South Tarawa.

Youth, who are not well equipped by the
education system for the opportunities
available to them. They take the brunt of a
lot of the social changes. The National
Youth Policy identifies some critical issues
for young people in Kiribati that included:

Unemployment.Each year, around one
thousand 15-16 year olds join the labour
force out of a total new entrants of about
1,700, but few of them find productive
work, let alone any cash income.
Unemployment is the most pressing
problem facing young people in Kiribati
today?’ Although more young people
are staying at school to senior secondary
level, there are few jobs outside of the
government or, for men, work overseas
as seafarers or fishermen. Most cash
jobs are on South Tarawa. The large
semi-subsistence  village  economy
disguises a high level of unemployment
in the country. It is estimated that only
about 450 — 500 new jobs are created in
the formal economy each year.

included then many workers in formal
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Changing I-Kiribati culture Young
people are particularly affected by the
fast change in cultural practices and the
narrowing range  of  economic
opportunities in  Kiribati. Although
cultural identity and pride in being I-
Kiribati is generally strong, young
people particularly are drawn by the
global ‘western’ culture that reaches
them through videos and music. Youth
organizations promote local culture
through dance and song competitions
and community work. The change in
cultural values is quite insidious, from
the greater individualism and
materialism promoted by the schools
and economy, to the greater sexual
freedom that international media
espouse. The emergence of new ideas,
especially about personal liberty and
sexuality, creates a lot of tension for
young people and is contributing to a
breakdown of traditional householtfs.

‘At risk’ sexual behaviodf Traditional
I-Kiribati culture puts a high value on
premarital chastity, especially for girls.
It is nevertheless evident that some
young people are at risk of having an
unwanted pregnancy or contracting
sexually transmitted diseases, including
AIDS.  Whilst about 5 per cent of
births in 1998 were to teenage women;
just less than 1 per cent were to girls
under 15 years. Not all of these births
would be unwanted; some teenagers are
married or in stable relationships. The
teenage pregnancy rate, therefore, is not
high, but the issue is of concern in this
culture where premarital chastity is still «
highly valued by older people.

Large familiesthat cannot meet their own
needs, either through high fertility or their
need to absorb relatives from outer
islands. Poor households often suffer poor
nutrition, poor housing and sanitation,
higher mortality and ill-health and their
children may attend school less.

Disabled people Education facilities for
disabled children are poor and under-
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resourced. There is no vocational
assistance or other facilities for disabled
adults. Adult disability is becoming more

common, particularly as diabetes and
other non-communicable diseases have
become prevalent. The main insurance
for a household with a disabled head is
family support, which often is inadequate

in the long-term.

Households that have no land.Many
households on South Tarawa are squatters
and lack proper access to water or sanitation.
There is limited availability of land for non-
Tarawan people. Traditional owners control
the use of their land and resources. Dense,
congested, and haphazard squatter housing
contributes to health and social problems
and inefficient land use. Households that
have moved onto land above the water lens
on South Tarawa, for lack of another place
to live, are polluting the water reserves of
the whole island.

Landlessness may be becoming an issue
throughout Kiribati. Despite legislation to
curb land sales, it is widespread.
Landlessness defines poverty in local
terms? Traditionally, landless people could
often cut copra on the chief's land or get
access to land or sea resources through
social traditions such as adopting of an old
or sick person with landtd kuakua or
offering a qift (inaba). Lack of access to
land may now be an important marker of
disadvantage. A main source of crime now
is land disputes among relatives as people
increasingly turn to land for a cash income.

People without regular income and the
poor — Aged, invalid, widowed, the
unemployed and women make up a
considerable proportion of the most
disadvantaged and vulnerable people and
traditional systems seem to care for these
groups. However with the continued urban —
rural migration (to S. Tarawa), changing in
traditional culture and capacity of the
households and relatives to support these
groups more formal means may be required
to substitute for local support.

8 Based on study conducted by British Overseas Volunteers
VSO, 1999.

! Government of Kiribati, 2000, National Development Strategy
2000-2003 (p.40)

2 \atters et al, 1984:43-4.
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Table 4.5 Kiribati social indicators
Iltem 1990 1995 Latest Year
1. Demographic Indicators
Total Population (000) 72.3 7.7 88.6 2003
Annual Population Growth Rate (% change) 2.7 15 1.6
Dependency Ratio (% of dependents to working 69.0 80.5 68.0 (2002)
Age) (1991)
Total Fertility Rate (Births per woman) 3.8 4.5 4.1 (2002)
Average Household Size 6.5 6.5 5.7 (2002)
2.  Health
Life Expectancy at birth (years) - 60.2 62.8 (2000)
Male 57.7 58.5 58.2 (2000)
Female 62.8 64.7 67.3 (2000)
Population with Access to Health Services (%) - 95.0 100.0 (1999)
Population per Doctor - 7.681 3,700 (2000)
Government Expenditure on Health
As % of Total Government Spending 14.7 14.9 13.7 (2001)
(1991)
As % of GDP 8.5 11.2 12.7 (2001)
(1991)
3. Education
Adult Literacy Rate (%) - 92.0 100.0 (2001)
Male - 94.0 -
Female - 91.0 -
Combined Gross School Enrolment Ratio (1% of 69.8 74.5 121.3 (2000)
Aged 5-19 years) (1985)
Male 69.5 72.5 115.9 (2000)
(1985)
Female 70.2 75.5 127.1 (2000)
(1985)
Gross Primary Enrolment (% of aged 5-14 years) 92.5 84.4 124.2 (2000)
(1985)
Male 91.7 83.5 1211 (2000)
(1985)
Female 93.3 85.4 127.4 (2000)
(1985)
Gross Secondary Enrolment (% of aged 15-19 26.5 47.5 114.0 (2000)
years) (1985)
Male 26.2 42.7 101.7 (2000)
(100%)
Female 27.1 52.5 125.20 (2000)
(1985)
Student — Teacher Ratio (no. of students per teacher)
Primary 28.0 27.0 220  (2002)
Secondary 16.0 14.0 18.0 (2002)
Government Expenditure on Education
As % of Total Government Spending) 17.4 194 20.0 (2001)
(100%)
As % of GDP 10.1 14.7 20.5 (2001)

Source: ADB Country Strategy and Programme Update 2004 — 2007, September 2004

4.6 Kiribati and the ILO of Association and Protection of the Right to
Organise Convention, 1948 (No0.87), the Right to
On 3 February 2000, Kiribati became a memberOrganise and Collective Bargaining Convention,
of the ILO and following confirmation of its 1949 (No. 98), and the Abolition of Forced
membership, Kiribati committed itself to Labour Convention, 1957 (No. 105), are reflected
ratification of all ILO fundamental Conventions. to a certain extent in the labour laws of the
The then Minister for Labour, Teiraoi Tetabea, re-country.
iterated this commitment in his address to the
International Labour Conference in 2001: The abovementioned Conventions were actually
Although Kiribati has not formally ratified any ratified by the Government of the United Kingdom
Conventions yet, Conventions such as the Forceduring its colonial rule over Kiribati, when we
Labour Convention, 1930 (No. 29), the Freedom
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were known as the Gilbert Islands, prior to our » Detailed regulations setting out specific

independence in 1979 health and safety standards for

workplaces, such as minimum noise
In regard to the other core Conventions. . . levels and diving safety procedures; and
positive steps have been taken to ensure that « Codes of practice providing mandatory
Kiribati is well placed to ratify these Conventions advice about controlling health and safety
In the first tripartite meeting of the ILO hazards.

constituents following Kiribati’'s accession to the

ILO, agreement was reached on a plan of actionThe proposed legislation is considered to be

for progressing this matter. This plan includes,compatime with ILO convention 155.

among other things, measures to ratify all

fundamental Conventionfletabea, 2001). There has been a significant delay in presenting
this legislation to the parliament and it would

The decision was taken to initially concentrate onseem that there is concern in the government

ratificatiort* of those 4 conventions previously about the cost implications of the new law

accepted on behalf of the Gilbert Islands by(especially to business) and the perception thet th

Britain. law is overly detailed and not suited to conditions
in Kiribati However the legislation is expected to

In the mid 1990’s ILO continued its commitment pe presented to parliament in the final sitting of

to Kiribati through ILO Support for Pacific 2004 which commences in the last week of

Labour departments (PACLAB) with an objective November 2004.

to enhance the productivity and morale of human

resources in Kiribati. Its main area of focus wasg4.7 Labour market situation

the development of labour legislation. PACLAB

produced an initial draft of a Safety, Health and|t should be noted that employment data in

Welfare act and this was followed by numerousKiribati is limited and the major available sources

revisions, studies, cost of implementation, andgre:

extensive consultation with employers and unions.

This has culminated in 2000 with the Bill titled « The household income and expenditure

An Act to Promote and Improve Standards for survey 1996, and

Occupational Health, Safety and Welfaaed to . pgpuylation census 2000, although this was
Amend the Employment Ordinance (CAP 30). not fully completed on some outer islands
o _ due to funding constraints.
The proposed legislation applies modern
occupational health and safety principles bya jabour market survey has never been completed
focusing on the importance of prevention of iy Kiribati and is one of the urgent statisticaska
acudents and illness before they occur. This is tggentified by the statistics department; however
be achieved by: this is unlikely to be conducted within current
budgetary constraints and other priorities. A
* Setting down general duties which outline population census is scheduled to be conducted in
the obligations of people who have an November 2005 and this may be the only
influence over health and safety opportunity to collect employment data in
conditions in the workplace; adequate detail to assist in labour market analysis
* Encouraging workplace consultation and
communication over health and safety The formal employment sector represents only
issues so that people are informed of the18.63 percent of the working aged population
hazards at work and can share in the(aged 15-64). The formally employed persons

solutions in dealing with the hazards; numbered 9,447 in the latest available data
» Enforcement of standards by health and(population census 2000) of which 6,590 (76.7
safety inspectors; percent) were working for the government while

2,002 were with the private sector. Of the public
The term ‘ratification” is used when referring to the sector employees, 4,050 were with the central

acceptance by Kiribati of ILO Conventions previously applied . .
to it during colonial rule. Strictly speaking, Conventions 29, government and the rest with the pUb“C

87, 98 and 105 were not ratified by Kiribati, as Kiribati advised corporations Other large employers are the South
the Director-General of the ILO that it continues to be bound Pacific Marine Services (SPMS) which currently

by obligations formerly entered into on its behalf by the United
Kingdomm. Y Y has 1,050 merchant seamen on board German

21
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merchant ships, the Kiribati Fishermen’s Serviceemployment figure and the churches, which now
(KFS), which has 325 fishermen on boardemploy more than 700 people.

Japanese Tuna Company fishing boats, howeveifhe data show that of the 9,447 workers in the
the merchant seamen and fishermen are ndbrmal sector, 5,968 were males (63 percent) and

included in the domestic private sector 3,479 were females (27 percent) out of the total of
50,722 in the working age population.
Table 4.6 Kiribati employment summary
Census Gender Nur:fber N::::g;:f Unemployment Ur::p;p:osy_n;int Ll?c;z: pe:'\ls%ns
Year persons unemployed rate ye;r olds Participation employed
employed Rate! (cash)
2000 Male 20,312 31 15 2.0 86.1 5,810
Total | Female 19,600 333 1.7 23 76.1 Total 3,390
Male 8,719 220 25 85.4 3,650
Urban | Female 9,688 337 3.4 84.3 Urban 2,239
Male 11,593 91 08 86.6 2,160
Rural | Female 9,912 162 1.6 82.9 Rural 1,151
1995 Total 38,178 66 02
Male
Female
1990 Total 31,467 899 28 0.0
Male 16,772 531 31 53
Female 14,695 368 2.4 34
1985 Total 26,090 625 2.3
Male
Female

Source: Kiribati Statistics Office Census of Population and Housing

Definition of employed includes both cash work (self employed and employees) and village work (unpaid, predominantly in the rural areas).
Definition of unemployed is a person who did no work in the week before the Census but spent some time looking for cash employment.

1 Excludes those who did not state their main activity, labour force includes those doing village work

Table 4.7 Formal sector employment by sex and occup  ational category
| Occupation ‘ Total ‘ ‘ Female ‘ Male (%)
| Legislator & senior official ‘ 622 ‘ ‘ 165 ‘ 73
| Professional | 2080 | 1013 | 1067 | 49
| Technician/assoc. prof. | 1413 | 929 | 484 | 66
| Clerks R
| Service workers | 1718 | 1138 | 580 | 66
| Agricultural & fisheries | 201 | 181 |20 | 90
| Trade workers 812|601 |21 |74
| Machine / plant operators | 548 I 531 I 17 I 97
| Labourers / elementary | 663 | 589 | 74 | 89
| Total | s2002 | 5810 | 3390 | 63
| Source: Report on the 2000 Census of Population, volume 1 (Nov. 2001)

2 1t should be noted that this table has a discrepancy of 247 when compared to other tables in the census reports identifying 9447
workers in the formal employment sector
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Table 4.8 Economic activity of indigenous populatio n by sex & island (Aged 15+)
Male Female
Island elﬁgls:y- ulllzp H0|_ne emupl:;y- eza:lzy ulllzep H0|_ne emL:JTt-)y-
ment work duties ed ment work duties ed
Gilbert Grp 5,329 13,306 177 280 3210 15,268 2,088 287
Banaba 57 22 0 0 23 16 35 0
Makin 65 345 2 0 32 347 32 0
Butaritari 134 631 5 16 73 448 277 33
Marakei 76 502 1 28 4 466 98 45
Abaian 208 1,115 0 3 114 1,243 11 3
N. Tarawa 245 775 57 0 134 658 305 2
S. Tarawa 3,650 5,069 58 220 2,239 7,449 337 171
Maiana 57 521 0 0 40 533 23 0
Abemama 115 542 25 0 73 430 282 0
Kuria 53 184 0 8 30 226 0 29
Aranuka 46 198 0 0 27 230 1 0
Nonouti 128 587 12 2 75 711 31 1
N. Tabiteuea 115 685 4 0 65 657 94 3
S. Tabiteuea 71 243 2 1 45 276 12 0
Beru 126 511 11 1 59 81 514 0
Nikunau 69 419 0 0 37 425 0 0
Onotoa 48 401 0 0 43 442 2 0
Tamana 36 236 0 0 23 289 17 0
Arorae 30 320 0 1 37 341 17 0
Line &
Phoenix 481 1,196 35 31 180 942 349 46
Teeraina 74 235 - 4 11 177 60 15
Tabuaeran 51 379 2 0 25 180 162 1
Kiritimati 350 573 26 27 142 578 124 30
Kanton 6 9 0 0 2 7 3 0
Kiribati Total 5,810 14,502 212 311 3,390 16,210 2,437 333
Source: Kiribati Statistics office, Population census 2000
Table 4.9 Cash employment by age group, sex and ind  ustry 2000
Male Female
Industry 15- 25- 35- Total
24 34 49 50+ | Total | 15-24 | 25-34 | 3549 50+ Total
Agriculture &
Fishing 31 78 94 14 217 10 14 11 2 37 254
Mining 0 0 0 0 0 0 0 0 0 0 0
Manufacturing 16 33 39 6 94 9 16 25 6 56 150
Electricity & Water 10 41 98 11 160 9 4 14 0 27 187
Construction 53 122 114 36 325 4 6 10 1 21 346
Distributive Trade 95 206 301 95 697 113 179 169 23 484 1,181
Transport &
Communication 108 250 287 73 718 65 94 62 5 226 944
Financial Services 31 46 72 20 169 47 64 33 4 148 317
Public
Administration 329 | 1,022 | 1,564 515 | 3,430 452 963 836 140 | 2,391 5,821
Total 673 | 1,798 | 2,569 770 | 5810 709 | 1,340 | 1,160 181 | 3,390 9,200

Source: Kiribati Statistics Office Census of Population and Housing 2000
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Table 4.10 below provides more details for thewoman’'s place. The husband is regarded as the
top decision-making category. Males are ahead of the family, but the wife is the most
majority in all classifications except primary important figure in the family because she is
school head teachers. Although not shown in theesponsible for their daily concerns (Tentoa et al,
table, there is little improvement among thosel1995).
aged 34 and under (69 percent male).

The traditional system is being challenged where

Table 4.10  Legislators and senior in the recent general elections and the entry of
officials (2000) more women into other decision making bodies
have improved in recent years with more educated

% women joining the workforce at formal level and

Male  Female

N IR women entering the polls. Also, the contribution
(tta) of women in the informal sector is being

Govemment minister 6 0 100 recognized and acknowledged. There is no actual

Member of parliament 29 1 7 affirmative action to guide gender mainstreaming

Permanent secretary 2 77 at all levels but the current government is very

Asst. secretary (gov) 21 7 % supportive in promoting women’s representation

Senior govt. official 60 55 52 . . .

lsland council clerk 1 5 69 at high level decision making. Two women stood

Director / CEO » 18 55 and won as candidates of the March and July

Principal (sec school) 9 3 75 elections 2004.

Head teacher (primary) 8 15 35

Total  (includes  other 457 165 73 4.7.3 Employment trends

categories)

Source:  Report on the 2000 Census of Population Between the 1995 and 2000 censuses, total

(November 2001) reported employment in the formal sector grew by

17 percent or about 3.2 percent per year, close to
4.7.1 Women in the public service the estimated rate of growth of real GDP and

equivalent to 250-300 new jobs a year. In the
There is one woman in parliament, but accordingsame period, the number of persons 15-49 years
to the 2000 census 44 percent of administratoreld grew by about 11 percent. The result is that
and managers and 51 percent of professionalthere were slightly more jobs available per person
were females, mainly teachers and nurses. lin the job-seeking age group in 2000 than in 1995,
2001, 56 percent of overseas scholarship studentsut there were still jobs for only a fraction of
were women. Thus, gender equity appears to béhose looking for them.
improving and demonstrates the impact of
education on raising the status of females inMost of the growth in employment is in Tarawa
society. Overall women comprise 51.5 percent ofand Kiritimati. People in Tarawa have the best
the workforce and 37 percent of those in paidchance of obtaining government employment
employment. There are however important areabecause of the need to apply in person for
where females are still in a significant minority government  jobs through the National
e.g. males comprise 77 percent of PermanenEmployment Register office in Tarawa. Future
Secretaries, 95 percent of secondary schogbublic service opportunities are likely to grow
principals and 73 percent of all legislators andmore slowly than in recent years as fiscal

senior officials. expansion levels off—the public service has
increased by about 3 per cent per year in the last
4.7.2 Women in decision making level five years.

Decision making was culturally a male only
domain while women were expected to
implement, rather than initiate or decide on
village or community affairs. Slight progress is
being made in Kiribati where women are making
a stand in some political matters outside the
home. The maneaba system dictates that a
woman’s place is behind/after a man, never in
front/before. Culturally, this is respectfully the
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Table 4.11  Changes in employment
Industry 1995 2000 Change % change
L]
Agriculture and Fisheries 487 254 -233 478
Manufacturing 104 150 i@ 42
Blectnaity 182 187 5 27
Construction 215 36 131 60.9
Wholesale 222 33 10 455
Retail 627 672 45 12 .
Hotels 177 186 9 5.1
Land/&er Transport 710 a4 234 B0
Financial Senaces 349 317 <32 92
Public Administration 4775 4,989 214 45
Tota 7,848 §,368" 520 f.6

* There is an unexplained discrapancy in the 2000 cansus table from which these data are faken. The total of
this cofumin i3 832 less than the figure of 8,200 gn i cenzus report for fotal employment. The
difference is significant when canzidering emplayment growtn rates. The higher figure is used in the fallowing
dizcussion.
Sources: Kiribati Statrstics Office 1997, and Republic of Kinbati 20010

4.7.4 Employment in fisheries *

One of the key industries and occupations in
Kiribati is the fishing industry most of which is
local in nature and apart from providing a
substantial part of the local diet it also provides
for cash income, particularly in S. Tarawa. .
Because very few fishermen are registered with
the Kiribati Provident Fund, there is little
employment information on the fisheries sector’
(D. Abbott, pers. com.). Most of the indicative
information is from the national census held in
1990 and in 1995. The 1995 census (Statistics
Office 1997) shows that:

Of the 7,848 people who hadsh work 349

people (4.4 percent) had fisheries-related

jobs—seaweed grower, coastal fisherman,”

deep-sea fisherman, or other fisheries

worker.

. Of the 11,920 households in Kiribati, 64
percent practiced fishing in the ocean flat,
64 percent in the lagoon flat, 49 percent in
the ocean, and 59 percent in the lagoon.

e The main source of cash income for 29

percent of the 11,920 households in Kiribati

was fishing.

(i)

Kiribati has a long and successful history of

Country Overview and Social Security Review

1,100
seaweed

subsistence  purposes.  About

household were engaged in

production in 1996.

Mees (1987) states that 40-55 percent of the

weekly South Tarawa fish landings of 128

tons are made by full-time commercial

fishermen.

Tebano, T. and G. Paulay (1995) states that,

in South Tarawa, 500 subsistence gatherers

and 35 commercial divers collect 1,400

metric tonnes of the shellfighnadara.

Preston (2000) estimates  fisheries

employment in Kiribati in 1996 was 1,131

people employed in commercial harvesting

and 20,000 people employed in subsistence
fishing.

Fisheries Division (1998) indicates 12

percent of the households in Kiribati do not

fish. Of those that do fish, 17 percent do so
commercially full time, 22 percent fish
commercially part time, and 61 per cent fish
only for subsistence.

Tinga (2000) states that artisanal fishing is

carried out in South Tarawa by 200-300

motorized skiffs.

Savins (2001) states that:

o there are over 200 boats presently active
on Tarawa which employ 300 fishermen
full time and 300 fishermen part time,
and

0 people engaged in domestic troll fishing
make up 31 percent of private sector
employment in Kiribati.

B. Onorio (pers. com., August 2001) stated

that there are presently no commercially

operating pole-and-line or longline vessels
based in Kiribati. Although purse seirt€ao

is registered in Tarawa and has Kiribati

crew, it fishes mainly in PNG waters.

Merchant seamen and tuna fishing

providing seafarers of international standard. This
success can be attributed to the people’s close
relationship with the sea, the skills and knowledge
they acquire to complement their natural abilities,
. . , .__their natural upper body strength and their
Other employment information related to f'Sher'eScommand of English. Both the Marine Training

includes: Centre (MTC) and the Fisheries Training Centre
. ADB (1998a) states that almost all rural FTC) have close and well-developed
households and about 65 percent of urbang|aiionships with overseas marine companies,
households are engaged in fishing forhich have been in place for almost 30 years. The
standard of training delivered by MTC and FTC is
high and internationally respected.

. The main source of cash income for 9
percent of the 11,920 households in Kiribati
was seaweed cultivation.

2% Extract taken from Internet publication The Contribution of
Fisheries to the Economies of Pacific Island Countries
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The overseas employment of Kiribati merchantUp to and after independence, the completion of 8
seamen and fishermen (currently about 1,050 andr 10 years of formal education meant a very
350, respectively, away at any time) couldgood chance of landing a government job or a
continue to expand gradually, by 200-300 in eactscholarship for further training, after which
case. While there is pressure to increase themployment was virtually guaranteed. Attitudes
supply of merchant seamen, it is important toto education are still coloured by the memories of
maintain the standards of training, which both thethose days, but the reality is now quite different.
South Pacific Marine Services and Kiribati Around 1,700 students—soon to reach 2,000 and
Fishermen’s Service expect. It is essential,growing—leave school every year, and 450-500
therefore, that qualified and competent staff andobs become available in the formal economy.
well-equipped training facilities be available Even the most optimistic (or unsustainable)
before training can be increased. The Kiribatieconomic growth scenarios would yield only an
Seamen’s Union is very aware of the need tcadditional 200— 300 jobs annually in addition to
continue to provide seafarers of good quality andhe present number. It is critically important e t
to maintain their access to the job market, anduture well-being of Kiribati that the solution is
plays an active role in support of seafarers andound to this conundrum: how can the same
their wives. public education system equip young people both

for the practical realities of the lifestyle thabst
Merchant seamen lead a hard life with most ofwill lead and the intellectual demands that a much
their time spent away from home. Tuna fishermensmaller number must confront. Education systems
usually spend 5 to 10 years on the tuna boats developing countries everywhere are facing a
before retiring from their life at sea, while similar problem.
merchant seamen can work into their 50’s. This
separation from family results in inevitable 4.8 Education #*
pressures on relationships and sometimes, family
break-up. Merchant seamen have also beeKiribati is laying a sound foundation for the
involved in the transmission of the HIV/AIDS continued development of a literate population.
virus and now all must be tested for HIV/AIDS Successive governments’ commitment to
before signing on for each new 12-monthproviding more and better education has been
contract. These social and health outcomes areeflected in the consistent allocation to Ministry
addressed through the Ministry of Environmentof Education, Training and Technology (METT)
and Social Development and the Ministry of of around 20 percent of government recurrent
Health. The remittances of around AUD 10,000expenditure. This is one of the highest proportions
per year that merchant seamen send home are afi public funds spent on education in Pacific
important source of income to many householdssland countries.
in Kiribati.

The basic strategy in recent years has been to
Kiribati is currently on thevhite listof countries assume government responsibility for compulsory
accredited to deliver the Standard Trainingeducation to 12 years of age and free education
Certificate of Watch Keeping, which enables for all students to 14 years of age. The result is
merchant seamen to be employed onthat in 2000 around 80 percent of children aged
internationally registered ships. There is a risk6—14 were enrolled in schools, where they
that Kiribati could lose its white list accredi@ati  received education in the Kiribati language to
unless the domestic shipping standards, which argrade 3 and in English from grade 4 up. Table 12
part of the white list accreditation process, arereflects the rise in all school enrolments from
improved. The implications for government and 1982 to 2000. In recent years, the gender balance
private shipping companies are that theirhas been slightly in favour of females. Numbers
standards of safety and service must be upgradeaf girls and boys in primary and junior secondary
and maintained if Kiribati is to retain its were usually equal, but there were 25 percent
accreditation to deliver this training. Effective more girls than boys enrolled at the secondary
Occupational Safety and Health legislations andevel in 2000. This may in part reflect the
compulsory workers’ compensation are steps thatleparture of males to apply for training places at
can be taken to improve part of these accreditatioMTC or the FTC, but the difference of over 600
standards.

4 Based on Kiribati: Monetization in an Atoll Society
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students suggests that girls are more motivated tdhe remittances from seamen and others working
make use of secondary opportunities than boys overseas are an important source of cash income
providing a safety net for many families. About
This public investment in education, particularly 24 per cent of all Kiribati households get receipts
at the primary level, should pay dividends infrom abroad, 20 per cent of outer island
maintaining high literacy rates and providing ahouseholds and 30 per cent of those on South
base for the development of a skilled work forceTarawa.
with potential for productive participation in

economic activity. Outer Island households often receive additional

remittances from, or have school fees etc paid by,

Table 4.12  School enrolments employed relatives on South Tarawa. In return
outer island families will send produce to relasive

19822 19922 20000 on Tarawa who have no access to land. This

M oF T M F T M F T exchange is important within the overall social

framework and extends the social safety net
across all parts of the country.

Primary 7014 B2 8115 15020 5160 7,93 16,03
Communitylss 106 %8 204 1,857 1,B0B 3665
onday 792 BEG 1EE! 1480 1EDI 3069 2350 319 5743
otal TAE 7Y 15497 9470 9814 19293 12367 12937 25305 4.9.1 The Kiribati Provident Fund

30 49 51 43 51

T by Sex 50

F = female; 35 = junior sscondary schoal; M = male; T = total, The Klnbatl PrOVident Fund (KPF) was

* Digestof Edueston Stausics, METT, established prior to independence in 1977 through
IR s the Gilbert Islands Provident Fund Ordinance
Incuses Forme 17 (CAP 78A). With the establishment of the KPF

the pension and gratuity scheme that was
previously operated by the Government was
programs replaced with the current system.

4.9 Existing formal social security

There is no formal social security system inC .

L o : overageis compulsory for all formal employees
K'rélbart]' aop;s(ljrt A}‘rorg ,gllle Kiribati I_Drovu:/?nt gggg of both public and private sectors, and voluntary
ﬁn the ¢ d.ge |K0'Wt?rl(':e (s_lntce' gy d )'coverage is possible for those who have left

owever, traditional Kiriball SOCi€ly 1S based on employment. Recent amendments to the

principles of community—based caring _and sharin egislation have expanded the voluntary
S0 that thos_e with surplus food (eg f's.h catches rovisions to include merchant seamen, together
will share with those without food. Reciprocation with the farmers and fishermen. Government

will generally ensure that over time everyone hasemployees, who comprise more than three

contributed and received in roughly equalquarters of the formally employed, were

measure. There are strong family and Communitxmmediately covered under the scheme at the

bonds which provide safety nets for those Whosame time as those working in the private sector.

might be disadvantaged. Where there are thos ersons who are below 14 years old or earn less

\é\/_ithbls%ecial _dtisadvantaﬁes, ”e.g'.[_ tr|1e old _dan han AUD10 per month, domestic helpers and
ISabled, sociely generally COllECUVely Proviaes,,gse recruited from abroad are exempted from
for them on a non-reciprocal basis. the scheme

This traditional cultural-based social safety net- ntributions were set initially at 10 per cent of

means that there Is Iit_tIe obvious poverty in th.ethe gross wage and the contribution was shared
narrow sense. There is, nevertheless, mcreasmgqually between the employer and employee
hards_hlp and poverty of _opportunity being although the employer had the option of
_?_xperlencedd thromtjrg]:]hogt tsomletly, S)Oth_l_ond.,[SOUtrbontributing more than the employee. The total
arawa and in the uter Isiands. 1raditionaleqnyintion rate has been increased to 15 percent
social systems and structures are coming unqu,[h effect from 1 July 2001. The sharing

inqreasing pressure as gxternal influenc'es Chan%rangement between employer and employee has
attitudes and as education broaden horizons. ThSeen maintained

steady monetization of the economy also

mtroguces Ag[galg?)ogto traditional customs andln the past, payment of contributions was only

practices ( ' )- possible at the main office in Tarawa however
payments are now able to be made through the
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banking system and contributions for employeest.14 shows a summary of the membership and
in remote areas are usually made by centratontribution in KPF.
transfers from the employer's accounts. Table

Table 4.13  Account balances by age group
Age Group Male Female Total Female Balance | Male Balance | Total Balance
(Years) (No) (No) (No) (AUD) (AUD) (AUD)

0-19 80 49 129 4,797.06 17,251.17 22,048.23
20-24 600 505 1,105 287,022.29 294,216.59 581,238.88
25-29 5,614 2,817 8,431 1,886,995.01 2,609,954.56 4,496,949.57
30-34 1,612 1,008 2,620 2,842,480.52 | 3,522,907.87 6,365,388.39
35-39 1,679 973 2,652 4,650,459.61 6,121,534.55 10,771,994.16
40-44 1,539 877 2,416 6,401,222.59 | 8,339,051.90 14,740,274.49
45-49 1,327 606 1,933 5,598,564.06 | 10,404,167.55 16,002,731.61

50 - 54 1,024 360 1,384 1,922,709.19 4,255,222.46 6,177,931.65
55-59 670 196 866 804,114.27 1,183,165.62 1,987,279.89

60— 64 9,473 3519 12,992 4,247,355.96 | 8,488,815.54 12,736,171.50
65-69 280 43 323 35,396.30 260,577.20 295,973.50

70 + 340 42 382 22,096.85 137,872.19 159,969.04

TOTAL | 24,238 10,995 35,233 28,703,213.71 | 45,634,737.20 74,337,950.91

Data as at 31 December 2003, Source KPF 12 Aug 2004

Table 4.14 KPF - contributions and

membership

The previous funds manager was Westpac. About
50 percent of investments are in the form of
Australian and international equity shares, 10

Contributions and Balances Amount percent in properties, and the rest in fixed income
Number of Active Employers 743 investments.

Number of Members with a balance > 0 33,243

Total Balance of these records AUD 72,915,611 :

Average Balance per Member AUD 2 193 Abo_ut 10' percent of the_ investments of KPF are
Members with no contribution in 2 years 15,679 retained in the country in the form of shares of
Number of members whose last contribution was 3,594 stock, commercial building office space that is for
between 12 August 2002 and 12 August 2003 rent, and in term deposits with the Bank of
Number of members whose last contribution was 3,373 . .

between 12 Aug 2003 & 12 Feb 2004 Kiribati.

Number of members who contributed in the last 6 8,890

months (active contributors)

The member’'s fund is guaranteed under the law
with a minimum investment return of 4 percent.

However, KPF has succeeded in declaring higher
As with most provident funds in developing dividends to members and a summary of the
countries, there is a large pool of inactive investment earnings is shown below.

members and in KPF whilst there are 33,243

records with a positive balance, only 8,890 haverigure 4.7
been regular contributors over the 6 month period
prior to August 2004. There were 743 employery %

actively contributing to the fund. 2
15 1

10 4

Note1.These are balances > 0 and do not include the carryover negative
balances - - 2. Source: KPF August 2004

KPF investment returns

Total investments placed with BT Financial
Group in Australia amounted to AUD76.059
million as of August 2004. An additional foreign
investment of AUD 2,825,209 has recently beer
placed with the ESANDA (part of ANZ banking
group). Up to ninety percent of the investments
may be placed abroad; a provision that was in th
ordinance at is inception. The Board formulates
the investment guidelines, including the Source: KPF Finance Report 2004
benchmarks to be followed by its fund manager.

Percent
o

Year
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However, because of current developmentsTable 4.15 KPF member withdrawals
abroad, KPF anticipates that earnings may be

variable in the future and the shocks experienc|  Typeof
in the share market in recent years have givjy Withdrawal
way to significant gains for most of 2003 an@ number of Withdrawals

1999 2000 2001 2002 2003

2004. KPF is looking presently for more againings0 493 684 752 637 586
opportunities to invest domestically and to acquife,, 78 109 136 151 172
more bui_Io_Ii_ngs _for oﬁic_e rental in Sou_th TarawaaIncapacity 7 156 60 13 10
and in Kiritimati and this could be facilitated by~ 0 3 % % 39
. . . L . Migration
developing a site in Bairiki that contains @Rpairement after o o 20 90 o1
concentration of government offices. age 40 (45)
fotal No. 85 112 119 102 100
0] Benefits. Amounts Withdrawn (AUD)
he benefi o Attaining 50 2,217,675 2,546,908(2,559,360| 3,359,310| 3,503,871
The benefit payable to a member on settlement > 312.488| 447743 477.113| 547.667| 610,984

the final balance of the contributions from the :
employee and the employer and the accrupfedy

interest. Benefits may be paid for migration, upg 'ﬁ”ﬁﬂflﬁ;‘m P
death, disability, or reaching the age if 45 if thigge 40 45) 1,161,451) 1,294,57011,306,962| 1,026,476 1,309,087
member has retired permanently. The memi ro amounts | 4,089,78 | 495286 | 64378 | 527286 | 571473
may withdraw at age 50 part of the benefits at

continue contributing, but can no longer

398,172 658,512| 213,296 90,145 35,774
5134| 87,057 249,262 255,019

“Source: KPF August 2004

contribute after age 55 even if employed. Guarantees.
Unclaimed benefits continue to earn income until
such time as they are withdrawn. The Kiribati government guarantees any shortfall

in the payment of obligations of the provident
A special death benefit of AUD 1,000, previously fund.

funded from a deduction of AUD 5 from regular

contributions has now been discontinued and tabléiii) Conversion to pension.
4.15 shows the current full range of benefits
provided by the fund. The option to receive an annuity instead of lump

sum was also originally anticipated. The Minister
Annual statements of provident fund balances ar@f Finance, in consultation with the Board may
provided to the members annually through sealearder the payment in full or part of the benefis a
envelopes distributed to the employers. Presentlyan annuity. The board wishes to explore the
KPF releases all benefit payments on Thursdaysptions of a pension program and as part of the
only. SSPIC project, it is anticipated that a feasibility
study on pensions will be produced for Kiribati.
The KPF, like most provident funds, is focused onThis study will outline the details of pensions
employers and not on the members. Whilst it isprograms in general together with funding
accepted that most interaction occurs withoptions, administrative constraints and other
employers by virtue of the group contributions considerations and conclude with a feasibility
process; direct contact with members is mostlyanalysis and options that may be possible for KPF
not possible because the database contains vergembers.
little personal information about the member. The
most conspicuously absent data element is théV) Management.
residential address of the member. The only
reasonable contact that can be made with thdhe KPF is controlled by a tripartite board, which
member is through the employer. In the event thafomprises 6 members  representing  the
the employer ceases operation and the membétovernment, employers and employees. The

remains unemployed then unless direct contact i§inister of Finance and National Planning
made from the member, no further information @ppoints the members of the board and has chosen

about the membership can be provided. the Ministry’s Permanent Secretary as Chairman.
The KPF has a staff of 30 employees, headed by a
General Manager who is also Secretary to the
Board. The staff are organised into five sections,
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Administration (4), Accounting and Finance (15), The original program prevented the sequestration
Inspection and Compliance (5), and Personnel andf the member’s benefits by any party except the
General Services (6) and 3 staff in the Kritimati government, which required a court order. The
sub-office. The staff at Kritimati carry out a benefits were only able to be withdrawn because
slightly restricted range of functions in that they of permanent departure from the country, death or
only perform contribution collection, compliance disability, and attainment of age 45. The Board
and accept claims for forwarding to S. Tarawa forhas approved the use 70 percent of the member’s
processing and payment. The day-to-daybalance as a pledge against a housing loan,
operations of the KPF follow the National however, these pledges can only be honoured
Conditions of Service, which may be varied by when the member becomes eligible for benefit in

the Board. accordance with the prescribed categories shown
above. The pledges may be honoured in the event
(V) Amendments that the member can no longer make housing loan

repayments due to ill health, unemployment etc
The most significant positive amendment that hasand if approved part of the members withdrawal is
been made to the original program was thedeposited with the holder of the pledge and the
increase of the contribution rate, from 10 to 16 Pe remainder is pa|d as a |ump sum to the member.
cent of the total. Withdrawals have also been approved for medical
reasons in special circumstances.

Table 4.16 KPF member balances on 31 December 2003

(B:llja;)r;ces Male Female | Members Balances (AUD) | Male Female | Members
0-999 [ 18,291 7,599 25,890 26,000-26,999 33 24 57
1,000-1,999 1,841 978 2,819 27,000-27,999 29 22 51
2,000-2,999 819 420 1,239 28,000-28,999 25 16 41
3,000-3,999 509 282 791 29,000-29,999 28 23 51
4,000-4,999 357 221 578 30,000-30,999 21 27 48
5,000-5,999 242 161 403 31,000-31,999 27 28 55
6,000-6,999 222 119 341 32,000-32,999 16 22 38
7,000-7,999 163 124 287 33,000-33,999 18 14 32
8,000-8,999 146 87 233 34,000-34,999 14 13 27
9,000-9,999 92 56 148 35,000-35,999 18 6 24
10,000-10,999 108 68 176 36,000-36,999 16 14 30
11,000-11,999 67 45 112 37,000-37,999 13 9 22
12,000-12,999 57 46 103 38,000-38,999 18 7 25
13,000-13,999 58 34 92 39,000-39,999 6 1 7
14,000-14,999 63 38 101 40,000-40,999 6 1 7
15,000-15,999 53 25 78 41,000-41,999 9 4 13
16,000-16,999 39 39 78 42,000-42,999 4 4 8
17,000-17,999 40 34 74 43,000-43,999 9 2 11
18,000-18,999 40 33 73 44,000-44,999 13 4 17
19,000-19,999 38 31 69 45,000-45,999 9 4 13
20,000-20,999 39 24 63 46,000-46,999 3 3 6
21,000-21,999 46 38 84 47,000-47,999 7 2 9
22,000-22,999 32 32 64 48,000-48,999 3 3 6
23,000-23,999 35 26 61 49,000-49,999 5 5
24,000-24,999 41 36 77 50,000+ 52 13 65
25,000-25,999 30 30 60
26,000-26,999 33 24 57 TOTAL 23,870 10,892 34,762

Note: 1. The total above has excluded the 471 (male 368, Female 103) negative values (debts), most of which were carried over from initial automation data
collection and may be written off. 2. Balances do not include interest credits for 2003
Source: KPF 12 August 2004
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(vi) Compliance although given that about three quarters of
members are public employees the compliance

Table 4.14 shows that there are about 8,890 activeould be expected to be relatively high.

members and the latest labour market data (2000

Census) identified 9,200 employees. Given thevii) Operations and IT

probable loss of some formal sector jobs since

2000 and the addition of some voluntary The figure below provides and overview of the

contributors, there is a fairly close correlation KPF processing contributions processing. This

between formal employees and the activefunction is the most intensive of staff inputs and

membership in the fund. This implies that covers most of the sub-sections in the

compliance of contributors is probably good organisation.

Figure 4.8 KPF contributions collection overview

¢ Collate Contributi
ontribution
Schedule | f(ofr%z Data Entry [—— Data
& Employee: i,
Pavrolﬁ,,..,“..‘.:"' )
e . ' Reconciliation: Contribution|
i Contributions :
Employer jg— Follow-up ___| Compliance > ¢ Statement | Databas
aliey Recovery Not Received
Action L T
Paymem% KPE Office Finance N ]
< Cheaque, : Cashier Summary o~ Compare [€— pga - General
Casl  : Paymentsg/y Ledger
................ \f—\ Receive: !
Local S
Bank L \I/
Branch
Reports

The other major activity in KPF is the claim KPF claim process and the context diagram for
process. This is a relatively straight forward contributions and the key links between the key
process which is simplified by the withdrawal stakeholders and operators in the KPF system and
options available to members which has beerthe major functions or tasks that are performed
maintained at four options since the inception ofbetween each operator

the scheme. The figures shown below show the

Figure 4.9 KPF claim process
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Figure 4.10 Members contribution system — contexto  verview

Employer
Contribution \
Schedule
Employee Application for & Employees ibut
Member Benefits : Contribution
Payroll List Annual Payments
Member
) Statement Employer
Meggfcrshlp Contribution Lette
— & Membership List
Members Contribution
Members Employers & Application
Accounts —  Members —— P '\
Accounts (SSS) Contributior
Payment
/ Datz \
Banks
Reports f k
A/ Reports Reports
Data Acces Programming
,\(/.?eneral ¥ Operation ~a
anager
Other Internal IT
User Section
(viii) Old age allowance on 1 May 2004. Distribution of payments in made

through the island council clerk, a paid
In 2003 the government approved thegovernment official who is the controller of the
establishment of a universal (means test freeptate funds and island funds on each island. The
allowance of AUD 40 per month to people agedOld-age Allowance coordinator in Tarawa
70 years and over. This payment was designed toompiles the monthly lists for all 21 islands and
supplement the extended family support provideddespatches the lists and authority to release state
to older people in traditional I-Kiribati societyn ~ funds for the total amount of the allowance on
the outer islands older citizens spend much ofach island. The island clerk then delivers the
their time in the Maneaba and provide counselcash payment to the beneficiaries and confirms
and advice to members of the community. Thepayment with a signature on the schedule form
allowance is paid in recognition of the serviceswhich is returned to the Old-age allowance
provided by the older citizens and as a token tacoordinator in Tarawa. In cases where the
assist in their special needs. beneficiary is absent from the village, the retdrne

payment is credited to the following months
Payments are due on the first day of each montlentitlement. An overview of the process is shown
and the inaugural payment of AUD 40 was madein figure 4.11.

Figure 4.11 Old-age allowance payment cycle

Ministry of Ministry of
Internal Affairs Finance
& Social affairs

\ 1
State Funds Island Funds

Policy development .y X Ti
-$ “ Schedule of Old Age beneficiaries
v gggfndeur:tesm g Payments signed Village (1)
Old-Age <__/_E|/by beneficiaries !

Authority to releasjiit Island

Allowance "
State Funds

Conrdinatar

\
Schedule of > Tm" is ﬁ“
Completed Schedule of / \E—'Payments signe w L
; o Old Age beneficiaries
Payments signed by by beneficiaries :
S Village (n)
beneficiaries

50



The issue of identity and proof of age has been
resolved by the Ministry by establishing a late
registration court that hears the evidence provided
by the prospective beneficiary to support thee
claim that they have reached 70 years of age. The
court can corroborate and verify various
information sources and other in-depth and
personal questioning technigues to determine the

Country Overview and Social Security Review

Lump sum benefitbor death and disability
related to earnings and subject to financial
limits;

No provision for medical careon the
assumption that a full range of treatment
including surgical operations will be
provided free by public health services; and
No requirement focompulsory insurancef

genuine claimants. The decision of the court is the liability.
final.

o _ The Ordinance has liberal definitions of accidents
The administrative costs are low as there is onlyclearly aiming to compensate employees for all
one administrator in Tarawa (the coordinator) thataccidents which could reasonably be considered
is a new position and all other stakeholders args arising out of the employment. Accidents
existing government officials. The funds transferswhijist travelling to and from work can be
occur through the existing state and island fundsncluded in certain circumstances. However the
processes that are continually replenished througlbrdinance seems to preclude travel in private
the government finance cycle. The allocation foryehicles as the driver presumably would be
2004 was AUD 1,200,000. On 1 May 2004 therecovered by motor vehicle accident policies.
were 1,500 beneficiaries and on 1 October theseamen employed in Kiribati ships are covered in
number of current beneficiaries had increased tQespect of accidents which occur in Kiribati and
1,974. elsewhere or on board or otherwise. There is no

jurisdiction in the case of Kiribati seamen

4.9.2 Kiribati workers’ compensation

The legislation that determines
compensation in Kiribati is thd.aws of the

employed in non-Kiribati ships.

workers’ The most recent amendments were in 1994 and
1998. The former changed the maximum for death

Gilbert Islands Revised Edition 1977 Chaptercompensation to AUD 25,000 from AUD 12 500.

102, Workers’ compensatioh Amendments
were made to the act in 1986, 1994 and 1998 and
the major changes related to upgrading injury,
scales and minimum and maximum lump sum
payments.

0] Overview of legislatiofi
The  Workers’ compensation Ordinance
(originally dating back to 1949), although ,

amended from time to time, embodies the
principles and practices in respect of workers’
compensation of that era. These include the
following:

e The concept of employer liability for
personal injuries sustained by accidents
arising out of and in the course of the
employment by “workmen” defined as
persons performing manual labour or other
employees provided their earnings do not
exceed AUD 10,000 per year;

% The term Workmen's is outdated, reflecting the origins of the
legislation, however the more correct and modern term of
workers’ compensation which includes both sexes will
generally be used in this section except where direct reference
is made to the legislation.

*® Some comments in this section were sourced from the ILO
Review of Social Security in Kiribati, 2002 by Mr. K. Thompson
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The benefits are as follows:

Temporary incapacity is payable after 3
waiting days at the rate of 100 per cent if the
earnings are AUD 40 a month or less, 75
per cent for monthly earnings of over $A 40
but not exceeding AUD 60, and 68 per
cent for earnings higher than AUD 60 per
month

Permanent total incapacityis payable as a
lump sum of 48 months earnings or AUD
25,000 ,whichever is less, and where a
requirement for constant attendance is
certified, another 25 per cent is added for
this purpose

Permanent partial incapacity benefits are
proportionate to the benefits for permanent
total incapacity so that for example
assessments of 50 per cent attract benefit of
50 per cent of the maximum of 48 months
earnings or AUD 25,000 whichever is the
lesser, and

Eligible dependantsreceive death benefits
of a lump sum of 48 months earnings or
AUD 25,000, whichever is less,
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A Schedule is attached to the Ordinance listingTable 4.17  Employees in the formal
the percentage of incapacity for each type ofeconomy 2000
injury. There is no comparable schedule of
occupational diseases. The Ordinance empow§ ..., Totals | 1524 | 25:34 | 3549 | 50+
the Minister to declare diseases as within th

. . Male 5068 | 688 1,841 | 2,633 | 806
operation of the Ordinance but none have been|sg e 3279 | 723 1367 | 1186 | 203
declared. It is assumed that the nature of th&gas 0447 |1411 |3208 |3819 | 1,000
economy leads to few risks in this sphere but Mg =5 aon census 2000,
enquiry has been undertaken into this question.

o o The logic for exemption of the public sector
Although  not explicit in the legislation employees needs to be explained as they represent
government employees including agencies andhe |argest component of the formal sector
government owned enterprises are covered fofyorkforce representing about 7,246 workers or
workplace injury and illness by the government7g 7 percent of the formal workforce. Although
through its general revenue. However, twelveinternal workers' compensation provisions cover
government enterprises in high risk occupationsmost of the public sector employees, the total cost
currently hold premiums with KIC. Employers are of this should be compared with the cost of
not obliged to hold appropriate insurance policiesgquivalent policies provided by the insurer.
that cover their workers although the Workers’ Exempting the public sector from the insured pool
compensation Legislation empowers the Ministerseryes to reduce the size of the insured pool,
of Labour to order any employer or class oOfjncrease the risk and tend towards adverse
employers to hold appropriate insurance coverselection of the blue-collar occupations where
Also exempted from responsibility for workers’ traditionally claims are higher due to the higher
compensation are family members, share croppergsk and nature of the work. Including public
and sub-contractors. Based on the 200Qsector workers in a compulsory workers’
population census, the number of workerscompensation scheme could spread the risk and
employed in the private employment sectorgroup policies from the Kiribati Insurance
represents about 23.3 percent of the formal sectatorporation could provide attractive premiums
labour market (about 2,201 employees). Under theor government workers. The cost of providing
definitions in the legislation most informal cyrrent services including the cost to the health
economy workers would not be covered by thissystem, administration and the effect on workers’

legislation. After exemptions, only a minority of compensation premiums in general needs to be
the workforce have entitlements to workers’ factored into the equation.

compensation. The only consolation for
employees is that free medical care is provided fofrhe penefits to the government of implementing
a” I’eSidentS inCIUding evacuation to neighbouringcompulsory Workers’ Compensation may be
countries where this is deemed essential. considerable, especially as the cost of medical
According to the 2000 Census: care is usually borne by the workers’
compensation fund and not the government
*  Only 21 percent of the workforce was in the medical system. The effect of this would be to
formal cash economy, shift some of the cost away from the public health
e 46.3 percent was located in South Tarawa, system to allow more funds for improvements to
. 18.3 percent of the working age populationcritical health services. Whilst the reasons for

was in formal employment, injuries are recorded at source of treatment t.e. a
. 55.1 percent of formal employment was in medical clinics or the hospital, these data are not

the civil service, encapsulated in the Ministry of Health statistical
+  21.6 percent in public sector enterprises, andrecords. Including the reason for injuries in the
. 23.3 percent in the private sector. health returns and segregating the data by formal

or informal employment would identify the scale

The breakdown by sex and age group is giveﬁ)f workplace injury and its impact on the health
below: system.

There is only one insurer in Kiribati and thaths t

government owned Kiribati Insurance
Corporation that currently provides workers’

52



Country Overview and Social Security Review

compensation premiums for about 25 employerspccupational risks and overcome one of the key
covering about 500 — 600 employees. weaknesses in the current Ordinance. This
underlines the fundamental difference between
The Ministry of Finance is responsible for this Ordinance and the social insurance approach
financial regulation of the insurer in terms of which has the potential to adopt a positive stance
reserves, risk, investment guidelines etc and théowards a role extending beyond compensation.
compliance and workplace safety elements of the
scheme are the responsibility of the Ministry of Insurance of the liability is voluntary which may
Labour and Human Resource Developmentwell mean, judging from experiences in similar
(ML& HRD). In its high level assessment of the countries, that some accidents go unreported in
workers’ compensation scheme for the Ministry enterprises with insufficient resources to pay high
of Labour in 2002 the ILO made the following amounts of compensation, and undisclosed
observations: settlements are made that can only be below legal
requirements. In a voluntary scheme these
The workers’ compensation scheme imposes legabccurrences often hide the true nature of
liabilities on employers to compensate injuredworkplace injury.
workers or their families which has improved the
protection of workers through the principle that A further defect of this type of Ordinance is that
accidents should be compensable on a no-fauhmendments to update compensation in relation to
basis. However, the majority of developing the decline in value through inflation are
countries have replaced themployer liability infrequent because necessary changes wait years
principle with the pooling of risks insocial for enactment. Consequently, the amendment in
insurance fundsin order to provide higher 1994 doubled the maximum sums for death and
standards of medical and income protectiontotal disablement resulting in excessive disparitie
(examples in Asia include, India, Indonesia,in compensation between cases occurring just
Malaysia, Myanmar, Pakistan, Philippines andbefore and just after the date of change. This is
Vietnam). The main objective has been to: likely to recur when the Ordinance is again
amended for this purpose in view of the lapse of
e Provide pension benefits throughout thetime since 1994.
contingency for death and permanent
disability cases, since these cannot bdt is evident that under the current system of
provided by individual employers, and workers’ compensation there are insufficient
. To ensure that a full range of medical care iscontrols and data to guarantee that all workers in
available without charge to injured workers, Kiribati receive adequate compensation for
and workplace injuries. It is also evident that the
. Furthermore, the inhibitions of workers who contribution to national workers’ compensation is

have to claim from their employers are not evenly applied to all employers and those that

removed when the social insurance fund isdo insure their workers may be placed at
responsible for the benefits. comparative disadvantage to those employers who

attempt to cover the risk out of their own

These changes are in accordance with the relevafgSOUrces.

ILO standard$’ _ _ _
It would also be desirable to consider the options

In contrast, the current scheme in Kiribati paysand the business cases for maintaining the current
lump-sum benefits which are usually quickly System with additional controls described above
spent leaving the beneficiaries in need of familyand a single government controlled Workers’
and government support; an outcome thatCompensation  Agency. The comparative
underlines the necessity of change. Moreover, th@dvantages —and  disadvantages and the
Workers' Compensation Ordinance has noramifications would assist in making the best Iong
mandate to support the prevention of occupationalerm decision for Kiribati.

risks or the rehabilitation of disabled workers.

However draft Occupational Health and Safety4.9.3 Overview of the current workers’
legislation has been prepared to minimize thecompensation scheme

The ML & HRD receives claims, calculates the

" The main relevant ILO Convention is the Social Security ; i
compensation due and notifies the employer of
(Minimum Standards) Convention, No. 102 of 1952. P ploy
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the compensation due to the worker. No database

is maintained as yet to produce statistics from th&fhe ML & HRD maintains a manual register of
claim forms nor is any liaison established with theall claims that are reported under the terms of the
inspectors responsible for occupational s&fe  Workers’ compensation legislation i.e. where the
rough estimate by ML & HRD in 2002 suggestedillness or injury caused incapacity for work for
that about 100 claims per year were reportedmore than 3 days. The following table shows the
however a full count of the reports for 2003 reportable cases for 2003.

produced a total of only 14 accident/injury reports

for the year. Due to the absence of OHSTable 4.19  Reported workers’

legislation (draft completed), there is limited compensation injury claims 2003

scope for action by ML & HRD.

The Kiribati Insurance Corporation (KIC) had 25 | ceine ” Male ” Female ” ol |
WORKERS'  COMPENSATION policies [ Goverment 11 8 1l 0 I & |
currently in force in 2003 and their recent claims ~ |—eiete L3 L3 Il 6 |
experience is as follows: I:;ﬂ'ned claims || 1 s "

. Source: Ministry of Labour & Human Resource Development,
Table 4.18  Workers’ compensation Nov 2004

insurance 1998- 2003
The workplace accident and illness claims appear

ltem 1998 | 1999 | 2000 | 2001 | 2002 | 2003 to be unusually low given the nature of much of
Number of a1 20 a1 w| =] | the work in Kiribati, particularly among the
employer policies manual workers and tradesmen. What is also

Total premiums  |31,250 | 54,282 | 67,882 | 87,272 | 76,820 | 67,283 Surprising is the fact that most pe0p|e in Kiribati

(AUD) :

Total claims paid | 3,000 | 3,667 772 il il il do not use substantial footwear and _most g_o
(AUD) barefooted. That there are few reported injuries in
Oltxgstani{n% nil nil nil | 25,000 nil ni ] the workplace, a total of 14 reported injuries in
el 2003 needs to be explained. This is even more
et re-insurance 23,909 | 20,348 L. . I . .

premium (AUD) surprising given that injuries and poisoning are
Source: Kiribati Insurance Corporation, Nov 2004 among the five highest causes of morbidity in

Kiribati with an incidence of 2,392 cases per
From these figures it appears that the accident00,000 of the population (Ministry of Health
incidence is very low (none in 2002 or 2003) andStatistics Unit 2002). This represents at least
that KIC had a large profit margin. Over the 6 2,000 cases per annum, some of which are likely
years to 2003, KIC received a total of AUD to be caused by workplace accidents. Additional
384,791 in premiums and paid out only AUD data from theKiribati Statistical Yearbook 2002
32,440.36 or 8.43 per cent in compensationjdentified in its latest data (1999) that there aver
However, after allowances are made for18,474 wounds and sores and 261 motor vehicle
reinsurance (which is about 31 percent of grossiccidents. That only about 14 of these in 2003
premiums) and the allocations for future were work related seems surprising.
liabilities, the payout against premiums increases
to about 39.43 per cent. Administrative overheadst is possible that the low injury rate is corracid
would reduce this excess slightly, however, thisworkplaces are relatively safe, however given that
still may be seen as excessive for this sector; inhere is no active OSH program and low rates of
fact, KIC has previously stated that some of theworkplace inspection then this is not considered
profits may be paid to the Workers’ compensationto be a likely explanation. Another possibility is
Scheme although no provision exists for operatinghat as a result of the voluntary insurance
such a Fund. provision in the legislation, employers and

employees come to some private settlement and
KIC workers’ compensation premiums vary from thus bypass the minimum benefits requirements in
0.1 percent of salary for low risk occupations suchthe workers’ compensation legislation.
as office workers to 3 percent for the high-risk A more likely explanation is in the cultural
cases. A special rate has been struck for merchasaditions of I-Kiribati where confrontation is not
seaman that is 6 per cent of salary. common, particularly between employers and
employees and the traditional method of

% |LO technical support and supply of a computer for MLEC restitution includes a personal apology and some
statistics is expected to improve the situation.
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offer of recompense to the person deemed to hav/orkers’ compensation provisions, it is unlikely

been wronged. It is not normally acceptable tothat the traditional systems will change. These
rebuke this offer and it is likely workplace injury systems tend to disadvantage workers by under-
compensation falls under these traditionalcompensating them in what is now a high-cash
customs. The other likely reason for the low ratebased society in Tarawa where partially of fully

of claims lodgement is the lack of understandingdisabled workers may not be able to rely on
of the provisions of the legislation by small extended families for complete income support
employers in particular, and by the bulk of and rehabilitation. This will certainly be the case

employees. in the immediate future as the society rapidly

changes.
In the absence of an effective and high profile
OSHS program and marketing of the existing

Figure 4.12 The current workers’ compensation syste  m
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The existing system has a number of weaknesses

and

Injury/Accident W

the responsible authority for workers

occupational health and safety and the workerss
compensation program (ML & HRD) is unable to

carry out its responsibilities due to lack of shiea .
management information. As a result of this the

)

employees to absolve them of their full
responsibilities,

The premiums being charged to employers
by the insurance company,

The benefits being paid for the range of
injuries by the insurance company,

Ministry is cu_rrently unable to advise the . Enterprises with high rates of claims for
government on issues such as: injuries or high injury rates that go
unreported,

The number of workers with reliable .
workers’ compensation cover,

The number of workers without cover, .
The identity of employers who are in breach
of the workers’ compensation legislation .
either by non compliance with the minimum

compensation tables, or collusion with
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Workers who have died or been permanently
disabled in the workplace,

A breakdown of the claims patterns and
types of workplace injuries,

The income, expenditure, cost of
administration and profits made from the
workers’ compensation fund insurance
company.,
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« A national compliance plan to specifically process in Kiribati where four key stakeholders
target those employers in breach of theare involved, an agreed automated management
legislation, and information transfer system needs to be

« A comprehensive safety improvement introduced and for it to be effective it should be
program based on those workplaces withlegislated so that the roles of administrators are
high workplace injury and illness rates. clearly defined and enforceable.

Under these conditions the Ministry would be The workers’ compensations context diagram
forced to conduct 100 per cent compliance andshown in the figure below is an overview of how
safety reviews to all workplaces in Kiribati, thigs ~ the interrelationships between key stakeholders
clearly inefficient and intrusive on employers with may be structured in order to produce an
good safety records. As a random process, it majntegrated solution by using the distributed
not initiate intervention programs on some critical agencies that currently exist in Kiribati. Whilst
employers until later in the review cycle which is this is a simplified overview it shows the context
likely to take an extended period to complete.of the overall system and some of the key
This type of review program has been shown tdunctions that need to be carried out and the
be ineffective and costly. feedback loops that are essential in an effective
The Ministry of Labour must be able to: workers’ compensation system. Improvements in
workplace safety can only come from the
«  Ensure that injured workers receive their bootstrapping effect that provides positive re-
correct entitlements to compensation. Underenforcement and rewards for good workplace
the current voluntary model this is not safety and penalties for poor workplace safety
possible unless workers complain about theiPractices.  The responsible agency as a
treatment. The inhibiting pressures ongovernment department, which has quasi police
employees not to take action or to accept thdowers of entry, search and prosecution, is the
employer offer may explain the low rate of only logical agency to carry out the overall
injury notifications to ML&HRD, improvement and system management functions.
. Be advised by the insurer and employer
immediately of all claims resulting from A fragmented system such as the current system
serious injury or death to enable immediate!n Kiribati also presents some financial problems
investigation and to promote remedial Safe»[yfor the res_ponS|bIe agency when it has no control
actions in that workplace and in some case$Ver the income of the funds. As a result, the
initiate prosecution action, and entire cost of work—safe_ promotions, compliance
«  Monitor the pattern of workplace injuries @nd other related functions are funded from the
through timely and regular information @ge€ncy budget (i.e. government). In an integrated
based on claims and injury reports. system some of these costs would be funded out
of the program contributions, however, in Kiribati

If this information in not obtained from the claims the insurer or the employer who covers the risk
processing sources then the Ministry would havd®r the employees retains all of the financial
to introduce a separate reporting process b);ontrlbufuons. As the insurer (or employers) are
employers so that copies of all claims emanatind®SPonsible for only one part of the program
form major injuries would be sent to the (Claims management), the government is now
department at the same time as to the insurer. Thi€quired to fund the OSH improvement programs.
duplication would be expensive and unnecessary* "€View of the entire program may address this
and from experience in other countries is a taskSSUe: Without effective workplace inspection and

that lapses fairly soon after implementation and ignarketing of the programs it is unlikely that the
ultimately ineffectual. traditional compensation customs will change.

These situations do not arise in typical integrated! "€ figure below shows the context of a generic
workers' compensation systems where onefOmpulsory, - comprehensive insurance based
agency (usually the government) has a substantifichéme and the relationships between the key
role in the processing of claims as well asStakeholders.

developing policy and legislation. However

because of the special nature of the existing
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Figure 4.13 Kiribati workers’ compensation —a gene  ric context overview
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During this review, issues such as medicalKIC compared with 673 contributing to KPF and
assessments, medical boards and associated issuesinformation is available on accidents that have
were not examined in detail partly because muclgone unreported and not subject to directions by
of this is controlled by the insurance company andhe Ministry of Labour. In some countries
the agreement between the employer and theonverting such schemes into social insurance
employee. Detailed information about theseschemes results in higher numbers of claims since
individual agreements was difficult to ascertain inemployers have fewer incentives to obstruct
the short period of this review. These issues willclaims by injured workers.

need to be addressed formally in any subsequent

review that has clearly defined terms of referencdn view of the widespread practice of modernizing

approved by the government. workers’ compensation schemes by adoption of
the social insurance system, and the fact that
0] Recommendations certain types of commuting accidents are covered,

Kiribati may wish to consider at an early stage
The ILO review in 2002 made the following steps such as:
recommendations.
The workers’ compensation scheme is an example  Assessment of the needs for the introduction
of an outdated measure that operates without  of compulsory insurance by employers other
information on the effectiveness of benefits or than the government, or

compliance, and on an assumption that employers  Including the government in the insurance
can be left to decide whether or not to insure pool to maximize coverage, minimize risk

risks. In 2003 only 25 employers (12 public and and standardize the workers’ compensation
13 private) have taken out insurance policies with
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process and benefits for all workers in about 500 — 600 workers. Extending compulsory
Kiribati, workers’ compensation to all of the private sector
Assessing the cost and benefits to theemployers could reduce premiums, improve
government and the offsets to the healthbenefits and services to injured workers and
system of a workers’ compensation schemecreate some savings offsets against the medical
that pays the full cost of medical treatmentsystem. Including the public sector in the
and rehabilitation for injured workers, compulsory program could significantly increase
Conversion of this scheme into an these benefits by maximising the pool and sharing
employment injury insurance scheme similarthe risks over a greater number of premiums.

to those in force in other developing

countries by either retaining the Kiribati The review of workers’ compensation in Kiribati
Insurance Company as the preferred insuregould be included as one of the feasibility studies
or empowering the KPF to administer ato be undertaken as part of the project
separate workers’ compensation scheme an&ubregional initiative on social security in Pacifi
fund, countries. The outcome would be a policy
With a social insurance proposal, premiumsProposal for a compulsory workers’ compensation
could be varied in accordance with risk for sScheme. The subsequent stages of developing
each industry type with discounted legislation and implementation of the scheme
premiums for employers practicing good would appear in the national action plan for social
safety records and premium penalties forsecurity which is the final output for the project.
those with poor safety records, and

Funding some of the occupational health and?-9-3 Health care

safety programs from the enlarged workers’ o o
compensation fund. The Mission statement of the Ministry of Health

and Medical Services statesill provide optimal

It is further recommended that: level of health to the people of Kiribati using

(ii)

The cost of insuring (premiums) for only 2,201

Primary Health Care approach that promotes
A review of the system should be both prevention and curative services to improve

undertaken by an appropriate workers’ Outcomes through  accessible, affordable,
compensation specialist integrated, and quality services at every levels of

Survey of workplaces and individual the health delivery system
workers may be required to obtain a more
qualitative and quantitative understanding of 1
the extent of workplace injury and the
informal and traditional compensation
practices currently applied,

Health trends

With an estimated life expectancy at birth of 59
years for males and 70 years for females in 2003,

The review should determine from all key the I-Kiribati has a shorter life span than most

stakeholders their needs, and to ensure thacfther Pacifig islanders. Th_is 's partly du_e to high
child mortality from respiratory and diarrhoeal

each stakeholder can be focused on”. ; .
maximising the benefits to employers and f:hseases. Nevertheless, contllnuous improvements
workers by improving workplace safety, in standard of health care delivery over the l&st 1

minimising premiums and maximising years have led to a slow but steady improvement

benefits. and in health indicators (e.g. the morbidity rate of

Develooment of options for imoroving the diarrhoeal diseases declined by 8.6 percent
existingp voluntary pinsurance bgsed gystemannually and lower respiratory infections by 7.7
including the necessary legislation and percent annually during the period 1992-2000).
compare it with a compulsory integrated However lifestyle-related diseases such as

L diabetes and hypertension have led to rapid
government based social insurance scheme.. . . . X
increases in adult mortality compare with child

mortality in the last ten years. If current trends
continue, adult mortality may reach 50 percent of
total mortality by 2008.

Conclusions

workers in a comprehensive scheme may be high
but certainly not a high as with only 25 employers
currently in the insured pool representing only
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Table 4.20  Leading causes of morbidity
and mortality The recurrent budget allocation for 2004 is AUD
13,467,780 designated for running 15 of the
Ministry outputs namely policy development,

support services, public health, reproductive

(rate per 100 000 population) | (rate per 100 000 population) health, maternal and child health, immunisation,

Acute respiratory | 79,483 | Symptoms, signs & | 133.76 environmental health, nutrition & community

infections ill defined conditions . .

Diarthoeal 46,305 | Disease of the 80.03 development, non communicable disease,

diseases circulatory system curative, para-medicals, physiotherapy services,

Eye diseases 17,582 ([;I'see:tls\f::fst{‘efn 67.45 pharmacy & procurements, radiology and the

Skin diseases 2609 m?ecﬁousgnd 65.16 laboratory services, communicable diseases,

parasitic systems nursing care and medical training.
Injury and 2,392 | Certain perinatal 61.73
pmsomsnc?urce:MinistryofHealthg?aﬂzt:ggsumt The Ministry has a list of forty Six project
developments. Of these projects 37 have been

(ii) Health services approved with total cost of AUD 5,321,014 and

nine more are in the pipeline with total cost AUD
Basic medical care is provided free by tHed4,214.
government for all I-Kiribati citizens and includes
hospital  confinement, professional  service@ii) Staffing
laboratory examinations, x-rays, and drugs and
medicine. Transportation is also given forhere are 611 established posts of which 525 are
emergency cases, and evacuation to Austrafikgd and 86 vacant. The vacancies are almost
Hawaii and New Zealand is possible if approved Byually distributed among the various professions
a panel of doctors of the Ministry of Health. Th46 per cent of the 525 are for health personnel and
main requirement is for the medical condition to iee remaining for the administration and support
treatable services. Of those in post there are 145 men (27
percent) and 380 women (73 percent). There are
One tertiary hospital, which is located in Tarawtyelve (12) staff who are due to retire by 2004,
provides surgical services. In most islands, peogleven (11) by 2005 and five (5) by 2006. A
go to clinics that may be manned only by a trainedmber of staff hold acting positions, ninety of
nurse. Women still depend at childbirth owhom are on contract for one year. All of these
traditional birth attendants. Major hospital seegccontract appointments have been held for more
such as heart operations and dialysis are Hn three years.
available anywhere in the country. Because of lack
of trained I-Kiribati surgeons, a few foreign dasto There is genuine need to increase the number of
are hired by the Government to augment hospidgictors for the whole country. In relation to the
capability. Drugs and medicines are all importéatal of 24 posts for doctors in the ER that afe al
from abroad, and are purchased by the Ministry fitled, 33 extra new posts are required for efintie
Health only. There are no private hospitaldelivery of good quality and specialist health
practicing physicians and pharmacies in Kiribafiervices. The categories and levels of
The I-Kiribati have no option at the moment but gpecialization of all these proposed new post are
use the government's hospital system or se#tailed in the MHMS human resource plan. The
medication abroad. resource plan takes into considerations increasing
population, Betio Hospital, Kiritimati Island
Government spending on health is about AUD 13Hospital and the Hospital for the Southern
million (7.8 percent) of the government budget of Gilbert. If all these extra posts are approvedeher
AUD 167 million. Per capita total expenditure on would be a total of 57 posts altogether i.e. Total
health in 2003 was AUD 147. Ten new clinics ER (24) + Total Proposed (33) = 57.
were developed in outer islands in Gilbert Islands.
The nurse to population ratio decreased fromrlhe Kiribati School of Nursing at TCH carries out
1:450 to 1:375. The government has approved aurse training to basic level. The school has
Traditional Medicine Research Centre. A Tobaccoplaces for more than 100 students with an
Control Bill has been drafted. Following growing anticipated output of about 30 trained nurses per

concerns about HIV/AIDS, legislation is being year. Midwifery and public health training is
prepared. carried out by respective schools (Midwifery and
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Public Health Schools) with an average intake ofhealth care provisions funded by the government.
six students per year. A Medical Assistant trainingln the past the government has indicated that it
program is also in existence with an output of 6-wishes to control the rate of increase of health
12 graduates. Every year, a number of graduatesxpenditure by imposing some cost recovery for
from these three post-basic schools are sent teervices, although this has not yet occurred.
FSM or other institutions for higher education in Social health insurance has not been considered in

health sciences programs. detail and advice from the Ministry of Health
spokesperson suggested that the concept is not
(iv) National health priorities well understood in Kiribati. Whilst social health

insurance has not been raised as a critical isgsue a
In the new National Health Plan for 2004-2007,this stage, the Ministry of Health would be very
twelve priority areas are identified: receptive to participating in a study of the opsion
and feasibility of introducing social health
. Reproductive health, including sexual insurance in Kiribati.
health, adolescent health and women’s
health, 4.9.6 Kiribati Insurance Corporation
. Population and family planning,
. Maternal and child health (safe The Kiribati Insurance Corporation (KIC) is a
motherhood), government owned insurance  company,
«  Health education, health promotion and Supervised by the Ministry of Finance and is the
community development in the context of Only insurer in Kiribati. Table 4.21 summarises
Healthy Islands, the activities of KIC including the classes of

. Immunization and childhood preventable business, premiums written, claims and recovery.
diseases Full details of KIC activities in workers’

«  Control of acute respiratory infections and corr:_pens?;uhon msutrance Ere discussed t'm the
diarrhoeal diseases. section of the report on workers’ compensation.

. Control of communicable diseases,
including HIV/AIDS, tuberculosis, leprosy,
lymphatic filariasis and emerging health T
problems, including severe acute respiratory _ e e Claims
syndrome (SARS); Class of Business Paid

«  Control of non-communicable diseases, | L 2002 2002
including hypertension, heart diseases, Fie i s perils 332321 ?gi%g 0

diabetes, cancers and tobacco and alcohol, | General accidents & labiity | _ 96,877 | 103,507 5235

. Environmental health, including food safety, | Marine & aviation

Table 4.21  KIC premiums and claims

water and sanitation, N oo i o | ot St
. Nutrition, including vitamin A deficiency Motor vehicle 456,388 | 511,828 239,085
and breastfeeding, Workers’ compensation 67,283 76,820 0
. Traditional medicine, and TOTAL | 1,318,43: | 1,476,91 282,01
. Information technology and evidence-basedsource: KIC November 2004.
public health policies, and Current estimates for the insurance operation for

. Legislation, including the Environment Act. 2005 are provided in Table 4.22 below. In many

classes of insurance the growth in premiums is
In order to support these 12 priority areas, it isnegative and workers’ compensation premiums
proposed that theillage welfare groupgVWG)  have each year with only 25 companies insured in
will be strengthened as part of community 2004 (including government enterprises).
development in outer islands during the period

2004-2007. The returns to KIC seem to be substantial until the
re-insurance factor is taken into account. The
4.9.5 Social health insurance small insured pool in Kiribati in all classes of

insurance requires that they must be re-insured
There is no social health insurance program irand the table provides an estimate of the likely
Kiribati and all residents are covered by universalpremiums.
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Table 4.22 Estimates for 2005
. Estimated Net
. Estimated KIC Quota Surplus Facult- . .
Class of Business Premiums | Retention Share tr ezty ative _ Re- Comm Tax Recoveries Relnsurance
insurance Premium
Aviation 160,000 0 160,000 160,000 24,000 6,800 129,200
Fire and Allied perils 150,000 50,000 20,000 30,000 50,000 100,000 20,000 4,000 1,500 74,500
General accidents & liability 110,000 45,000 20,000 15,000 30,000 65,000 13,125 2,593 1,500 47,781
Marine & aviation 0
Marine cargo 50,000 30,000 15,000 5,000 20,000 5,000 750 7,500 6,750
Marine hull 60,000 60,000 0 0 0
Motor vehicle 450,000 310,000 [ 130,000 10,000 140,000 36,000 5,200 78,000 20,800
Workers’ compensation 65,000 40,000 20,000 5,000 25,000 6,000 950 1,500 16,550
TOTAL | 1,045,000 535,000 | 205,000 65,000 | 240,000 510,000 | 104,125 | 20,293 90,000 295,581

Source: KIC November 2004.

KIC employs about 14 employees, inclusive of part of the comprehensive primary schooling
supporting staff. It has identified staffing aseyk program which is free in Kiribati.

development issue given the expertise needed to

operate an insurance company. It receives regula#.10.2 Outer island development

technical advice from an Australian AESOP

volunteer, an actuary, who visits regularly underThe government of Kiribati wishes to improve the
an arrangement that started in 2001. Datgonditions on outer island and has supported the
organization has also been identified as a top firsgeneral development strategy. This is evidenced
priority and is restricted due to the unavailapilit by the roll out of the solar powered satellite

of local IT expertise. telecommunications system that will eventually
see communications to the government outposts

4.10 Informal social security programs on all 21 outer islands. By mid November 2004
two islands were fully operational Butaritari and

4.10.1 Village Welfare Groups (VWG) Abemama. This process will eventually lead to

the extension of television to the islands.
The aim of the VWG is to improve general
conditions in each village and the program isResponses from individuals on two outer islands
coordinated by the Ministry of Internal Affairs. suggested that most villagers want to see progress
VWGs play a key role in providing health on their islands and they are particularly
education and health data collection at theconcerned about the education and employment
household level under the supervision of a publicprospects for their children. In some instances
health nurse. The core activity of the VWG is thepeople expressed their offers to contribute to the
monthly meeting when the planning and monthlyfurther education of their children. However in
priority issues are reviewed, particularly the many cases the income generating potential is
agricultural issues like planting food crops, limited and in most of the islands there is no
coconut planting and harvesting (copra). central electricity supply and access to freezers
The VWG also has an important role in the healthfor fish is available on very few islands.
monitoring of the village by identifying Electricity is available from small personal
individuals with symptoms of disease and generators or solar lighting units which can be
ailments and these referrals are escalated to tHeased for AUD 50 deposit and AUD 9 per month,
island nurse who can initiate reactive treatments ihowever the output is limited to small appliances.
necessary. The statistical health returns aréMost males go fishing on a daily basis and surplus
provided to the Ministry of Health. On most of the fish is dried for personal use.
outer islands a high proportion of the treatment is
traditional due to its effectiveness and theThe main cash crop is copra which currently
unreliability of supply of modern drugs to the fetches AUD 30 per bag. However land tenure is
villages. an issue for copra production and with increasing

populations on small tenements the income for
In conjunction with the Ministry of Education, families can be small. Diminishing lot sizes and
villages receive Early Childhood Developmentland areas of less than one hectare generally
training (for a small fee) by trained teachers agestrict the amount of income from copra to
subsistence levels. Despite increased plantings of

? Australian Executive Service Overseas Program
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coconut palms, recent yields of copra have beeenterprises on South Taraa(mainly small,
low due to increased temperatures and lowunregulated business activities, including shops,
rainfall over much of Kiribati. The trials to food stalls, and transport related services). These
improve village gardens was not altogethermicro-enterprises are often financed by loans,
successful in some villages due to increased watdrom DBK and BOK, using a family member’s
demands placed on the groundwater suppliepublic sector salary as collateral.
which in some instances turned salty.
0] Village bank
As a result of the importance of access to
adequate plot sizes, land disputes are the majdfollowing successful trials on 3 islands in 1992
causes of dispute on most islands. the Kiribati village bank scheme was
implemented on all 21 outer islands in 1995. The
Whilst most families maintain self sufficiency in scheme was designed to improve quality of life in
food the improvement in incomes is slow, if at all villages in outer islands and for them to improve
and this has placed considerable pressures diving standards realised from the increased
younger people to emigrate to South Tarawa inncome, although some loans are for the purchase
search of jobs. of amenity items and essentials such as education
fees etc. The Kiribati government and the UNDP
Island governance is also of concern where manyrovided the initial funding of AUD 1,000,000
civil servants are unable to take advantage ofind AUD 90,000 respectively. The scheme
postings or transfers because of lack of funds iroperates at village level through a village
the island administrations. Whilst there are somecommittee that endorses loan approvals, collects
improvements like communications, many still repayments and conducts monthly meetings to
lack basic services like lighting in the island facilitate the administration.
hospital in one instance. The loans are allocated to the island but the
village committees set the amount that can be
Limited incomes and access to services havéorrowed. On the island visited by the team the
implications for voluntary social insurance maximum loan available is AUD 200 repayable
schemes but with improved island developmentover one year at an annual interest rate of 10 per
programs social insurance could become part otent. The only administration fee is an AUD 5.00
the income savings strategies that are likely to béodgement fee. All other costs are borne by the

promoted. operators of the scheme, the island council and
the voluntary members of the village bank
4.10.3 Microfinance in Kiribati committees. However, on other islands the range

_ S of loans varies from AUD 300 — 500
There are three major lending institutions:

The scheme appears to have been successful in

*  Bankof Kiribati (BOK), about 4 of the 21 outer islands but not so in the
*  Kiribati Provident fund (KPF), and remaining 17 islands. Some of the reasons
+  Development Bank of Kiribati (DBK), suggested by villagers and officials for the poor

o ) performances were:
These institutions are supported by a “village”

banking System, which prOVideS micro-credit on, Program insufﬁcienﬂy resourced,

some islands. In 'Fh.e 1999 & 2000 budgets, a tota) Village committees not pro-active enough
of AUD 0.835 million was allocated to support and failing to collect repayments regularly
the village banking system. In addition, island and on time,

cooperatives and informal moneylenders offer,
short-term credit. The lack of entrepreneurial
opportunity appears to be the major constraint tq,
credit demand, especially for most outer islanders.

Control is at village level only and island
councils have little or no role to play,

Most borrowers had no business plan on
which to base the income improvement

" . strategy or output targets,
Although opportunities for private sector 9 P g

development are very limited, there has
nevertheless, been a proliferation of micro-scale

» Apart from Kiritimati island, where the tourism sector is
growing rapidly, the private sector is extremely limited on the
outer islands.
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. The maximum loan was insufficient to fund In recent years, the Bank of Kiribati and the
any decent business proposal. At AUD 200Development Bank of Kiribati have begun an
very few labour saving devices could be outer island visit to advertise their loan schemes.
purchased although fishing nets could beThis activity has enabled public servants on the
replaced for around AUD 20. outer islands who are mostly females holding

teaching and nursing jobs access to loans. In this

From a National perspective the feedback abouway outer island people are able to purchase large

the scheme has been positive and the governmeitems such as household generators, motorboats,

intends to retain the program indefinitely. The solar panels, refrigerator, rainwater tanks,
initial government fund was AUD 1,000,000 and corrugated iron roofing and cement for concrete
the first share (75 percent) and the second sharféooring. Continued rural lending schemes may

(25 percent) have been disbursed leaving a@nable more community members begin some

balance at June 2003 of AUD 284,415.68. Of themicro-enterprises that may help in generating

original AUD 90,000 UNDP grant, AUD means of earning income.

58,293.73 has been paid leaving a balance at June

2003 of AUD 31,699.02. Table 4.23 Development Bank of

Kiribati loans

Loan performance has been typical for micro-

finance schemes with a default rate on loans | year Male Female Group Total

P . | Value lo. Value 0. | falue 0. | Value
about 11 percent although this figure was only g« °
P 9 9 y 1998 [317 | 980,823 | 181 [ 678,919 | 56 [375,686 [554 [2,035428

approximation provided by the village banK—=g99 392 T7674,833 | 333 ) 206,971 | 57 [479.343 782 [3.361.147

coordinator. 2000 |306 1,173,134 | 210 | 755,873 | 21 |136,103 |537 |2,065,110
2001 |223 | 792,040 | 131 | 793,232 | 27 |305,530 |381 |1,890,802
(ii) Access to credit 2002|268 1,198,487 | 203 | 947,896 | 22 |539,011 |493 |2,685,394

Source: Development Bank of Kiribati 2003

Access to credit shows some improvement in

recent years possibly due to more young peopléiii) Other credit schemes (Te Karekare)

becoming employed and serving guarantor roles

to their parents, widowed mothers and relativesAnother credit scheme known locally &

On outer islands women obtain access to loankarekare is widely practiced on the islands by

through the services of the financial institutionsdifferent communities. Credit schemes help to

making rural visits and the Village Banks empower the rural communities and the low

introduced in the mid 1990s. Issues of repaymentncome earners in South Tarawa who have low

by innovatively creating diverse types of rural daily earning capacity, cannot afford expensive

income generating activities and encouragingcash items such as school fees and are unable to

better market infrastructure and outlets remains access the financial institutions due to lack of a

challenge for both councils and the presentguarantor or other security means.

government. Diversity is an issue in an

environment that lacks a market andIn South Tarawa, the women selling products in

infrastructure. the market organized a lottery type credit scheme
where a roster was produced that provides for

Access to credit at the Development Bank ofAUD 5.00 at the end of the day’s marketing. In a

Kiribati (DBK) by women for the 2000 to 2002 similar scheme, women pass on to their group

period showed that women obtain 18 percentmembers’ embroidered women’s tops at the end

fewer loans than men. The amount of loanof every week. The recipient is able to on sell and

borrowed by males for all years except 2001 wasarn higher amounts, which enables them to

also higher than for females. The trend of greatepurchase higher cost consumer items.

lending to males remains the same for the periods

1992 to 1997 but there was an increase in th®©n other islands, items such as strings, thatches

number of female borrowers for the period 2000and other locally produced goods are used in the

to 2002 when compared to the previous six-yeacredit scheme which makes work easier, more

period. The increase in the number of females i®njoyable and produces higher yields without

in indication that more women have higher additional cash requirements and reduces the need

awareness of the credit facilities. Femaleto seek loans.

borrowers range from the low educated to the

well-educated women in urban and rural areas.
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4.11 Gender issues the Ministry of Environment and Social
Development in its Social Welfare Division. The
In general, the social and economic status oUnit is staffed by 2 officers, Women
women is low, although it is improving as female Development Officer and Assistant Women
access to education increases. On the outddevelopment Officer. Other project staff includes
islands, the role of women is generally still a National Gender Officer, Liaison and Services
confined to domestic duties. Land tenure and locaDfficer, Communication Officer and Legal Rights
politics are reserved for men. But women take onTraining Officer.
additional duties (i.e., additional home roles as
providers and caretakers) as men leave home tAt the end of 2002, the 2 posts were upgraded to
work as seamen. Socio-cultural attitudes are &enior Women’'s Development Officer and
constraint to the further improvement of the statusWomen Development Officer. The posts received
of women. Until such issues are addressedan increase in remuneration with little
barriers to access to better education, healthcareonsideration to qualifications that will help
and employment opportunities are likely to strengthen the capacity of the Women’s Unit.
remain.
Table 4.24  Budget for Social Welfare
Government efforts to improve the welfare of Unit 2000-2001
women are coordinated through the Ministry of

Environment and Social Development. The Budget for Social Welfare Unit 2000-2001 ($AU)
Women’s Development Officer in the Social Year | 00! Social Other 5 %
Welfare Division is specifically tasked for the Budget | Welfare Units Allocation
advancement of women’s economic and social | 2000 | 831899 145,268 | 686,631 7
outcomes. The specific budget outline for the [ 2001 | 1029345| 218238 | 218238 21

Department of Women is not provided, howeverSource: Budget Ministry of Finance and Economic Planning

the development budget and expenditure for the

Ministry of Internal and Social Affairs, include 4.11.2 AMAK

provision for women’s conference participation, _ L

attachment of young women in regional educationhi@ Mwaea Ainen Kiribati (AMAK) was
and Training Centres, upgrade and developmerStablished in 1982 as a non-government
of island based development, community andorganization delegated with responsibilities for
women’s centres as well as CEDAW training and@ddressing women's affairs. AMAK signifying a
information workshops. Legal rights’ training has Strong binding of women with rope services as the
also been part of Government budgeting infNational Umbrella Body for all women

collaboration with the Regional Rights and Organizations. It is located within the Women’s
Resource Centre, an initiative of the UNDP. Unit and is funded by Government. AMAK has a

President, Vice President included in the 13

The Ministry of Internal and Social Affairs makes Mmembers Executive Committee.

no mention of the Department of Women or the . ) ]

output targets, yet there is an overall goal toSpecific services offered by AMAK include:
enhance and develop local government through _ o

development assistance of national partnerst  Reduction of domestic violence,

There is no evidence of gender costing and®  Teaching leadership skills,

budgeting within and throughout the development*  Improving the economic status of women,
of national budgets and this was highlighted in the and

recent Regional Women'’s Meeting as a priority to® Improving communication and database
ensure equality of provision of goods and services information.

for people.

AMAK has conducted numerous training
4.11.1 National machinery for Women’s workshops targeting women in the above
Affairs mentioned areas, legal literacy and human rights.

Other on-going activities include: production of a

The Women's Affairs Unit was established in quarterly newsletter, conduct of a radio
1995 following a recommendation for the programme disseminating women’s issues,
Government to play a more direct role in collection of relevant data on men and women in

women’s affairs. The Unit was established within Kiribati, and the gender advocacy programme
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highlighting gender issues of importance towardsevident, convincing or substantial. For example,

sustainable development of Kiribati. women are reported to invest into the education of
children of broken families, yet are denied from

Along with gender education and a vernacularbeing recipients of loans because of the absence

understanding of the principles of the Conventionof a male guarantor. These women are either

on Discrimination of all Forms of Discrimination single or widowed.

Against Women (CEDAW), priority is to develop

a system that ensures gender principles permeatdsl2 Summary of social protection

to all levels, including traditional, householddan programs in Kiribati

decision making. Developing and looking through

gender lenses will help accomplish this. GendefTable 4.28 shows a comprehensive list of many of

sensitive and mainstreaming would be the resulthe major social protection programs that provide

of this. But this is bearing in mind that gender isprotection particularly for disadvantaged members

not a foreign concept, everything that revolves inof society. The responses in theurrently

the traditional governance of island policies andavailable columns of the table generally refers to

households embraces the principles of gendetthose widely available and where there is only

However with advances and the shift towardsvery small isolated instances then the response

modernization and from a subsistence economy thas beemo although these cases are qualified in

a market oriented one, the issue of equity hashe remarks column. It should be noted that this is

become pivotal. a subjective view based on the best available
knowledge at the time of compilation and is

The government’s efforts to address the concernsubject to change, as new programs become

issues and needs of its female population are ndénown.

Table 4.25  Social protection programs in Kiribati

Currently

Sector and Progr REINES

Available

Labour Market
Vocational training No
Income generation programs No Not part of labour but part of microfinance
Labour standards Yes
Apprenticeship training No
Gender equity programs No Mostly fragmented but not in labour
Collective bargaining Yes
Structural adjustment assistance No
Micro enterprise development Yes But only as part of informal microfinance schemes
Anti-exploitative programs No
Affirmative action programs No
Occupational health & safety No However legislation has been prepared — to be presented to parlt.
Social funds No
Job seeker program No
Labour exchanges No
Social Insurance
Old age pensions Yes Provident fund is lump sum, Universal pension to people > 70 years
Disability benefits Yes Part of KPF, formal sector only
Survivor benefits Yes Part of KPF, formal sector only
Work injury insurance Yes Insurance voluntary, employer liability, compliance questionable
Private pensions No Minor mostly expatriate superannuation
Maternity benefits Yes Part of public sector employment conditions, formal sector only
Unemployment insurance No
Sickness insurance No
Social health insurance No
Social Assistance
Cash transfers for aged, widows & No
disabled
Food for work transfers No
Food security programs No
In-kind education incentives No
School feeding programs No
Conflict compensation No
Utility subsidies No
Programs for disabled Yes Only trade union, private and family schemes
Homeless person assistance No
Medical rehabilitation Yes Limited to critical cases evacuated to S. Tarawa or overseas
Assistance to disaster victims Yes Ad-hoc, only ministry to develop local plans is MOH
Subsidised medical treatment Yes Part of national health care policy

65



Introduction and Social Security Review

Currently

Sector and Programs ) Remarks
Available
Micro schemes
Micro loans Yes Village Bank Scheme, minor loans, all islands
Micro insurance No Trade union schemes and NGO's only
Agricultural insurance No
Welfare funds No No central policy or development plans, sectoral only
Assistance for disadvantaged minorities No
Child Protection
Child maintenance No
Family allowance No
Human rights Yes
Scholarships for disadvantaged No
Vaccination programs Yes
Nutrition programs No
Rehabilitation programs No
Assistance for homeless youth No
Anti child labour/trafficking programs No

The Central government accounts up to 200dowest sectoral expenditure after commerce.
shows that government expenditure on welfareHowever, the highest sectoral expenditure was on
continued at a low rate with expenditure onEducation followed by health.

welfare and the environment to be the second

Table 4.26 Central Government accounts

| Revenue (current) FY || 41438 || 63456 || 69,163 | 58747 | 61,295 98515 |
| Expenditure (curent) FY || 44,896 || 45751 || 50463 | 54283 53876 | 76,749 |
| Expenditure by function || || || || || || |
| Generalpublicservices | 9918 | 7946 9712 8o040| 6959 | 8665 |
| Publicorder&safety | 3522 | 3309 4604 4651| 4706 | 5805 |

 Heath 7628 838 7108 9239 8830 10356
~ Educaon 10013 0440 10993 11679 12806 16131
| Welfare&envionment 0 108 1079 985 1071 1364

| community&cuture || 2817 || 3006 3386 | 1458 1524| 1872
| Agriculture & fishing || 2,495 || 2348 2345| 2406 | 2325| 2504 |
| Construction affairs || 2274 || 2367 | 2314 2383 | 1946 | 2,273
| Communications | 2784 7748| 6803| 1819| 1687| 2136
| Commerce I 603 || 811 || 807 || 759 || 711 || 816 |
. Llabouraffars 1710 1592 1627 1739 1,982
| Other | 7598 || 2797 || 4851| 24287 19985 37,894 |
| Total expenditure | 49652 || 50936 || 55594 || 69,333 | 64,28 9| 91818 |

Balance Current Revenue

& Expenditure 3458 || 17,705 || 18,700 4,464 7,419 || 21,766

Source: Central Government Accounts

4.13 Initial observations of social disability through the provisions of the KPF and
security programs the universal old-age allowance. Basic health

cover is provided by the government with a
Thesocial security gaps Kiribati are substantial moderate charge levied on hospital care and
with the formal economy workers protected whilst workers’ compensation is compulsory, the
against some loss of income due to age, death ardkgree of compliance is poor due to the

66



fragmentation and lack of

management

Country Overview and Social Security Review

coordinated assistance components of disaster recovery will be
information available about thedifficult to implement and individual sectoral

system. Motor vehicle third party insurance is alsoprograms are likely to lead to fragmentation of
compulsory being part of the vehicle licence fee.services. In order to alleviate the immediate
Apart from micro schemes through the village effects of a natural disaster, a welfare program of
bank and union schemes the majority of theimmediate cash or benefits in kind can assist the
population have no social security coverage andocal economy to recover more quickly by

workers in the formal economy have access onhallowing purchase and
to selected programs. Limited coverage for loss ofesources.

recovery of local

However these in-kind and cash

income from sickness, unemployment, maternity,assistance programs need to have national and

invalidity and for survivors is unavailable to local components coordinated by tlthsaster
almost all of the population. Only some of the recovery command team.

population have access to retirement, invalidity or
death benefits. Social assistance and welfare
payments only provided only by NGO’s an
donor agencies.

There isno central or coordinating agencyo
promote policy development and provision of
social services. Development and job creation ar
the government’s main priorities with the majority
of the population expected to benefit from the®
trickle down effect from the jobs created by the
development programs. As in many other
developing countries this has not eventuated with
most economic growth being associated with low
employment. This together with low economic
growth has been insufficient to absorb the new
entrants into the workforce resulting in pressure
being placed on the informal economy which
continues to absorb the bulk of the new entrants
into the workforce.

Whilst job creation is one of the surest ways to
increase resilience of the population against
poverty there needs to be sotm#ance between
development and social securitwhich is the
other means of increasing resilience against
poverty. Social Insurance by way of the savings
invested in the funds can moderate fluctuations in
the economy and the effects of economic
downturns can be minimised by social security
payments from the funds. This tends to sustain
individual domestic purchasing power which can
support the local economy. Social security
payments can also defer the time at which
households begin to divest themselves of assets,
mostly at considerable loss, in order to sustain
themselves in times of loss of income.

Assistance tovictims of natural disasterss still
very much reactive and the government's
requirement for all ministries to develop proactive
programs has apparently not yet been completed.
It is evident that without a centralised social
welfare policy unit the welfare and social
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q 4.13.1 Immediate
needs

technical assistance

In the initial visit by the CTA and Gender
specialist the immediate needs that were identified
gnd requested in Kiribati included:

The Ministry of Health and WHO have
conducted preliminary studies on alternative
means of increasing health funding
including some form of partial payment for
services however, Social Health Insurance
does not appear to have been considered.
The reasons for this appear to be lack of
information about SHI in the MOH. As SHI
is a common concern for most of the
countries participating in this project, a
feasibility study on health insurance options
should be expedited. It has been agreed that
the ILO and WHO offices in Manila will
look at top down coordination and
presentation of a common strategy for the
government on Social Health Insurance.

The workers’ compensation programme in
Kiribati is fragmented and lacks central
control and monitoring, the details of which
are discussed earlier in this report. A review
of the existing hybrid system and the
previous recommendation for a government
controlled system should be conducted to
provide the government with viable options
for a comprehensive workable system.

If the government wishes to achieve its
social development goals then some form of
social protection reform task foreghould be
established to coordinate the activities of the
various stakeholders and to direct social
policy at the national level. A subset of the
task force may form part the steering
committee for this project.
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4.14 Conclusion surveys from informal and formal economy
(provident funds members) workers and
This overview report has identified a number of stakeholder inputs to identify the program gaps
gaps in social protection coverage and particularlyand priorities for extension of coverage. These
in the areas of social insurance in the formalrecommendations will be translated into
economy, social assistance and welfare servicefeasibility studies of the major benefit types that
and in micro programs especially outside thewill form part of the inputs to the final phase
major urban areas. Phase 2 of the project willwhich is preparing the national action plans for
culminate in joint stakeholder workshops that will social security extension.
use existing social security overview reports,
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Chapter 5 Survey of workers in the informal economy and formal
employment sector

51 Kiribati Informal Economy survey
2. Fishing®, where this is the major income
5.1.1 Background source. It is recognised that in some households
income and subsistence will be derived by a
The aim of the sample survey of workers in thecombination of fishing and farming.
informal economy was to obtain some indicative
parameters about the workers and their priorityMostly Rural Some Urban
social security needs, who provides or will 3. Home Workers including craft workers, mat
provide for these basic social security needs, gapgeaving, garment making and housemaids.
in coverage and their potential to contribute to
voluntary schemes. The survey also recordedt. Self Employed Workers including micro-
some of the demographic and other details abougntrepreneurs, small traders and miscellaneous
the workers including their income patterns, work enterprises.
category, insurance and micro finance and
membership of organisations. Mostly Urban
5. Transport Industry Workers including taxi
The definition and classification of the informal drivers, small repairers and other small transport
economy is difficult in many countries becausepassenger and freight services
comprehensive data is often unavailable and
informal economy studies are often limited t05.1.2 Survey methodology
selected employment sections. The broadest
definition for the informal economy includes The survey was planned within the constraints of
those workers who do not receive regular incomejata availability and attempted to match the
and have no contracted or enforceablesample to the population distribution across the
employer/employee relationship. This usually geographical zones where the informal
includes a predominance of self employed, casuaémployment sector occupations could be
and unpaid workers in family businesses anddentified. Within the sample zones the
those not registered or subject to labour laws.  participants were selected as randomly as possible
and care was taken to avoid bias in the samples.
Options for classification can include degree ofDetails of the data sources and sample selection
employment mobility and assets, geographicalare discussed below.
location or broad employment activities. In the
case of Kiribati, like most other Pacific countries (i) Sample Selection
broad employment category appears to be an
efficient classification parameter because of then Kiribati in 2000 there were 50,722 in the
limited range of occupations and the dominationworking age population (15 — 64 years). Not all of
of the agricultural sector in employment of the these people would be active members of the
population. workforce. In the absence of a detailed labour
market survey it is difficult to determine a labour
In the absence of any formal classification of theforce participation rate. The labour force
informal economy a reasonable occupation basegarticipation rate is an estimate of the numbers of

classification is listed below. people in the working age population who are
active participants in the work force, being
Predominantly Rural employed or seeking work. The labour force

1. Farm and Farm Related Activities participation rate is expressed as a percentage of
comprising subsistence farmers, small landholdershe total number in working age population. This
in specialised or mixed farming, landless farmmakes allowance for the numbers of people in the
workers and unpaid family members. In many

Pacific countries fishing is also part of traditbn
activities * this applies to coastal local fishing and not to commercial
’ operators who are clearly in the formal economy
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working age population who are not in the percent females and that the two exclusively rural
workforce i.e. students, people not seekingoccupations for non wage earners shown above
employment, home duties and those unable t@re mostly males. Table 3 shows the major
work. A labour force participation rate of 76 per agricultural activities performed by households in
cent would be a fairly generous estimate for2000.

Pacific island countries where subsistence

agriculture is the dominant form of labour. In Table 5.1 Household agricultural

Kiribati this assumption would produce an activities

estimated economically active labour force of

about 38,549. :
Household agriculture Urban Rural Total

Of these, 9,447 were identified in the 2000 [ oo rees and vegetables || I I |
population census as wage and salary earners ”%readfr " T 17ea || soo || 7588 |
that implies there may be about 29,108 = ’ ‘ ’
economically active members in the informal__Baba | g || 661 || s |
economy. | Banana Il set || 1982 || 2343 |

_ Pawpaw |l 1826 || 3474 || 5300 |
By using a rounded total of 30,000 for thg I I I |
informal economy a 0.5 percent sample for survay—<unaa 164 s27 491
would be 150. However to compensate for tHe Other vegetables || 1,241 || 1,830 || 3,071 |

distribution of the population on 21 islands anfl e | 215 || 6725 | 840 |

the limited budget for the survey a sample fFishingacﬁw_ty I I I |

about 0.7 percent was used to improve tire

reliability of the results. Ocean flat L 2067 || same || 760 |
| Lagoon flat ” 2,672 ” 4,998 ” 7,670 |

The 2000 population census, in a table title|d Ocean fishing I 17 || sasa || 5011 |

Economic Activity of Indigenous population b‘,{' T 1o || ao6 || o700 |

Sex and Island (Aged 15-§uggested that therel—t0onfishing

were only 34,005 people in the economically Households with pigs L4060 || 8439 || 12,493 |
active categories cash work, village work, NOM@nousenolds with chickens || 588 || 5712 || 6300 |
work and unemployed. This would translate 'ntoj‘i‘Households with ducks | 150 || 729 || 870 |

labour force participation rate of 48.90 percent
and an informal economy of 24,805 (after the Source: Statistics Office, Census of Population and Housing 2000
9200 formal cash workers were deducted form the
total). Discussion with the statistics officials The home workers are substantially female and
suggest that the reliability of the labour forcethe self employed workers are likely to have a
statistics in the census was not complete as thhigher proportion of males. For the Transport
census was curtailed in some outer islands due tmdustry workers most of the participants are
lack of funds. This could have affected the resultmale.
For the purposes of this survey it was decided to
make a generous estimation and complete @ased on these assumptions and in the absence of
sample of 200 workers in the informal economy.any more detailed information about distribution
This could represent a sample of somewheref occupations in the informal economy, the
between 0.66 and 0.8 percent of the estimateébllowing distribution of the sample was made:
informal workforce.

Table 5.2 Distribution estimates of
The 2000 Census found that 54.43 percent of thevorkers in the informal economy
workforce is employed in rural areas (45.57

percent in urban areas) which are fairly even S— Proportional Sample | Sample
distributed outside the South Tarawa Urban Arg  occupation - Els"ma‘fjsb Ratio 52200
and across the other 20 inhabited islands. A bgg—oe—n ura roan
estimate from the 2000 census suggests that ab ohﬁated Activities 19% 19% 38
50.9 percent of the workforce is males and 49|Tishing 38.5% 5% 43.5% 87
Home workers 7.5% 7.5% 15% 30
Self Employed 7.5% 7.5% 15% 30
. . . . Transport Industry 7.5% 7.5% 15
* There is a discrepancy in the reports as 9200 is mostly
quoted as the size of the formal workforce TOTAL 125% | 21.5% 100 200
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The population distribution throughout
provinces as per the 2000 census was:

e Gilbert group, (see table 2), population
78,158, (92.5 percent)

e Phoenix and line group (see table 2),
population 6,336, (7.5 percent)

« Kiribati , population 84,494.

Table 5.3 Survey sample targets by
location

. Location
Informal Occupation —

Butaritari | Abemama | S.Tarawa | Total

Farm and Farm
Related Activities S 6 27 %8
Fishing 5 12 70 87
Home workers 2 3 25 30
Self Employed 3 3 24 30
Transport Industry 0 0 15 15
TOTAL 15 18 167 200

the contribute. A summary of the key findings are
presented below.

Personal details

(i)

Sample by Sex and Age Group

120
100
80 -
60 -
40 +
20 4

Number

Not
stated

Not
stated

Age Group and Sex

The balance between sexes in the survey was only
slightly biased towards males because of the type
of industries chosen. Many of the traditional
farmers, fishermen and transport workers were

The guide to distribution of surveys by locality males. The predominant work areas for females in
was flexible depending upon the availability of Unpaid family care, market sales, family business
the occupation types but endeavoured to maintai®Nd home workers were accessible to the
random selection in the vicinity of major service Surveyors as most of the sample was taken in

centres.

5.2 Informal economy survey findings

South Tarawa in accordance with its proportion of
the population and
workers. The sample correlates reasonably closely

the informal economy

to the 2000 household Income and Expenditure

5.2.1 Aims and methodology

Survey which identified 50.9 per cent of the

workforce as males and 49.1 percent females.

The scope of the survey was to obtain information

from selected workers in the urban informal
economy about personal details, educatiorn
employment, income social security needs
priorities and their capacity and desire tQ
contribute to a social security scheme. During th
survey, the interviewers provided informants with
basic information about social security
programmes in Indonesia, as it was anticipate
that many people would have little understanding
of the concept. The choice of employment

Survey Sample by Sex

Female
47%
Male
53%

O Female B Male

category and location was based on proximity to
major cities, earnings capacity, high social risk
and potential to create groups of workers with

(i)  Age groupings

similar work and life interests. The potential to
implement a future pilot scheme and a subseque

social security program was also a key

consideration.

5.2.2 Key survey results

The questionnaires of the survey (shown in Anne

6) consist of five parts; (i) personal details) (i

Age Group | Gender Total
15 -59 Female 87
Male 99
Not stated 3
>60 Female 4
Male 5
Not stated 1
TOTAL: 199

education, (iii) employment, (iv) income, and, (v)
social security needs, priorities and desire to
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As expected the bulk of the sample identified (iv) Education
people in the working age group aged between 15
and 60 years. The proportion of males reflected
the overall gender ratio in the sample in both age Education by Sex (Numbers)
groups with the gender proportion almost equal. ig
40

iii Dependents 35
(iii) Dep * —

25 1
20 —

Number

The number of dependents as shown in the

following diagram follows a natural distribution 15 | ||

curve with the mode around four dependents per| 10 —

family although the weighted average would be i B —
closer to 4.5 dependents per family. This does not None  Primary Secondary Terfary  Trade
compare favourably with the last census (2000) Highe st Education Level

where the average household size was 6.7. The mMale O Female

number of single parents in the sample of 300 was
13 which represent about 6.5 per cent of the
sample. Given the approximate gender balance of| _ Education by Sex (% of Sex)
the sample this is likely to represent the true | ,,

situation of single parent families however there | 40% |

is no national data on which to compare this | 35% 1
finding. In the sample married respondents |z 3%/
00 4
represented 83 per cent of the sample. S oo
o 0 7
15% +
Number of Dependents by Marital Satus 10% 1
5% +
Kl 0% | e
25 None Primary  Secondary Tertiary Trade
2 Highest Education Level B Male © Female
15
10 The highest education attainment of the workers
5 in the sample is shown in the above charts. In
0 m terms of absolute numbers in the sample males
L2 3 4 s s 1 s 9 represent the highest numbeis the lower
Deperents 2 varied 0Sige categories of education but fem.ales had hlgher
rates of secondary and tertiary education.

However when considered as a percentage of each

sex in the second chart it can be seen that a lower
percentage of females have only achieved primary
education but they also have more representation
in secondary achievement. These findings reflect
_ the situation in Kiribati where there is a notickab
Married . . . .
3% reduction in the number of students continuing on
to secondary education. The number of
Single respondents who indicated that they had no
17% education is of concern and this is corroborated by
the findings in the 2000 HIES where in 2000
around 80 percent of children aged 6-14 were
enrolled in schools. In some Pacific countries

Marital Status

primary school enrolment rates have reached 100
per cent. Successive governments have
demonstrated their commitment to providing
more and better education which has been
reflected in the consistent allocation to Ministry
of Education, Training and Technology (METT)
of around 20 percent of government recurrent
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expenditure. This is one of the highest proportionsThe last two columns represent employers and the
of public funds spent on education in Pacific number of employees and it is clear that people

island countries.

v)

Land Ownership

didn't equate their status as employers or
employees.

The employment types of the respondents in the

Land ownership posed some problems forsample reflect the nature of the rural areas in
surveyors and respondents alike and given thaKiribati where fishing is the major occupation for

some of the sampling occurred in traditional
villages but most occurred in South Tarawa in
proportion to the population. In S. Tarawa

traditional people. By comparison farming is
relatively small and apart from copra there are
few other major cash crops. The “other” category

ownership of land is not always clear and manyis a significant proportion of the sample reflects

squatters live on leased land. One of the benefit

the home workers and casual sales nature of work

of local traditions is access and rights to land asn Kiribati and is dominated by females.

part of an extended family group. It is generally

accepted that providing support is maintained to

the extended family the ownership link or use of

the land is maintained. However many people in
the sample were part of the urban migration to
South Tarawa and would have no land rights in

the city. This would explain the high “No”

response. The “yes” response demonstrates tha

land ownership is traditionally identified with
males.

Land Ownership
60
50
. 40
[}
£ 30
2 20 {
10
O 4
Yes No No Response
Land Owned ]m\
(vi)  Employment
Employment Status
45
40
35
_ 30
825
E20
z 15 A
10 -
] ol
0 ,_J,
> > & A & & ?
& ¢ E ¢
& K N & N & S
< \\Q, «Q/ \;z} ,56 <& <<§°
%‘2; ®<§\{b 0?’6 \)(\Q
Q~
Category O Female m Male

The employment status of the sample is
dominated by self employment and unpaid
workers. This reflects the traditional rural nature
of the sample where families share the workload
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Employment Type

80
70
60
50
40
30
20
10

Number

0l ——
> N s & N s
({,\\e &\fo «@@ & Q@@ O\‘Q@
& N <& &
< @ S
<<\
Category O Female m Male

Income Patterns

(vii)

Per Centage of Income as Cash
60

50 |
40
30 |
20 |
10 |

Number

il B i

80 60 40 20 <20

Per Cent BFemale @ Male

This question asked respondents to estimate the
percentage of their income that is cash and was
expected to be very difficult for informal rural
workers, however only half of the sample were
able to respond. The results show that about one
third of the sample received over half of their
income as cash. This would tend to magnify the
impact of contributions that might be made as part
of a savings or insurance program as contributions
would be a significant proportion of cash income.

Not
Stated

100

The main source of income for informal workers
in the informal economy in Kiribati is based on
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the sale of produce, typically copra, fish, of secondary income per household and rent

handicrafts and some vegetables from newlyrepresented 16.65 per cent, pension 1.78 per cent,
developing home gardens. The results of thisseamen 15.13 per cent, overseas remittances 5.42
survey suggest that much of the produce is sold iper cent and other sources 9.66 per cent.

markets or by direct sale with almost no sale
through cooperatives. The high proportion of
direct sale and own use also reflects the situatiot

Annual Income - Household
90

in Kiribati where roadside fish sellers are 20 —

prominent, especially in South Tarawa. The 70 —

cooperatives can provide an avenue for| _ 60-

centralised contribution collection at point ofesal é 50

for micro schemes that can simplify | 2 ;‘8 -
administration. The alternatives are group 20

building and maintenance which has proven to be 18#? —

an intensive and costly exercise. ‘ ‘
Not  <$1000 $1001- $3001- $5001- >$7 000

Stated $3000 $5001 $7000
Sale of Goods Income Range
50
40
5 3 _m Respondents were also asked how they made ends
£ 2 meet when they had little or no income and the
=} ] . . . e .
Z | majority identified that they used personal savings
or borrow money. This is a marked contrast to
0L [ = - . .
5 N o N other Pacific countries where remittance was the
A .
6@“ &\‘& @x\*@ \cﬁ (\o”Q Q\@" Q),&@ dominant response. The survey response supports
& 00Q° 0\\6’ o° Q0° the importance the extended family in Kiribati as
© © a source of informal safety net. The low response
Source Iy Not Stated m Female m Male to assistance from government and NGO's
reflects the low level of social assistance prodide
- in Kiribati to the working aged population. This
(viii) Individual and Household Income g aged pop
response may have been higher had the over 60
years population been included and the impact of
Annual Income - Self the universal aged persons allowance may have
120 been reflected in the responses.
100 |
_ 80 How Do You Make Ends Meet when You Have No Income?
[J]
g 60 120
Z 40 100
20 . 80
]
0 A J e -g 60
Not ~ <$1000 $1001- $3001- $5001- >$7 000 Z ]
Stated $3000 $5001 $7000 2|
Income Range 0 .
E> T8 £, 33 30 82
. T £E 0 g 00 2 c c 0 2
The majority of individual respondents earn less £ 5 53 2o 8% gg gg
. TR [’ 0 w2 =S
than AUD 3,000 per year; however the mean 0 Reason 58 §9

income moves up the scale for households and th
majority of respondents received between AUD
1,000 and AUD 5,000 per year. The salary andThe earnings patterns of respondents were
income levels are not able to be compared to theonsidered to identify the degree of fluctuation

formal employment sector incomes because ofvhich may have a bearing on any potential
inability of IT system in KPF to provide the data voluntary schemes. Erratic income or large
on salaries. The last population census in 2000 difluctuations would place considerable pressures
not estimate the average household incomeon regular contribution collection. However this

However it produced details of additional sourcesmay be moderated by the methods of receipt of
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income and the seasonal earnings may be paid ititle on the charts is the translation. The regilt
lump sums although this could not be determinedndividual responses out of a sample of 200)
in this indicative survey. The survey found that confirms the absence of any formal social security
there were two significant periods where programs in the informal economy. While these 4
respondents received low income July/August andesponses have not been validated it is likely they
November/December and these months are

consistent on both charts shown above. Socil Secury s
10
Months With Most Income gg
45 5
40 g0
35 | E Y
T z 2
8 25 10
g 20 - 0
ST I T T S S S
0 @* & ¥ Qé“\‘ ¢ Q&\o ¢ &
) Q \ Y & N
3 Q NI N I S N & v N ¢
(\o'&@o'&@'éo N 00@0\0\@@6@ & ¢ P f
il «© Month (OQ;Q o v\0A Qeo Social Security Program 9 OFemale  mMae
may represent voluntary membership in the
Months With Least Income provident fund.
50 . : . .
Respondents were asked to identify their social
40 security needs in the same colloquial language for
o 30 previous social security questions. In this case
E 20/ multiple needs were accepted and from a sample
Z Lol of 200 people 471 needs were identified. It is
0 m I l interesting to note that Education plans was easily
) < R A the most common need by males and females and
R X . . . .
Q\)@\@*@é\ & @ @\9\? Ff S males also identified Health insurance and life
N4 Qé’ Month V%@Q@ & eo“eoe& insurance as their second and third needs. Females
identified unemployment programs and health

insurance needs highly.
(ix) Social Security Needs and Priorities

Top Priority Social Security Program

35

Member of Social Security Program

12

L 5
g 08 2
2 06 E
5 04 z
Z 02

0 T

. g o & & & O & ¢

& & & &

o 4 N
Q O N\ 4 5 L >
N N S ‘\@@ Q/&o
¢ N
F* Program

¥ Program

In this series of questions respondents were asked _

programs. It must be stressed that the question@eeds in priority order and the following charts

were phrased in colloquial language and in simpleshow the highest priority needs. This chart shows
terms that described the program by its effects anéhat a housing program was the most popular with
not by title. The common social security programretirement and education programs also rated

75



Introduction and Social Security Review

highly. The low response to work injury programs Only about one third of those surveyed responded
probably reflects the poor knowledge of socialto this question and those who did claimed that
security programs and work injury in particular. they were unable to afford contributions. The
The cultural issues of redressing complaintsreasons for not wishing to contribute “no need”
against others and private settlement of claims isnay represent the strength of the family support
also a factor. The relatively high response toin Kiribati. It is obvious from the income levels
retirement programs is most likely due to the shorthat many people could not afford to contribute
period of operation of the universal senior citgen which was the highest response, although less
benefit program and some respondents may not béhan half responded because this question was
aware of its existence or potential. only asked of people who answered “No” or
“Maybe” on the previous question (willingness to
By grouping the top 3 priority needs identified by contribute).
the respondents the priorities are somewhat
moderated but retirement and life insurancelt is interesting to note that there were very few

programs remained high priorities. The responses to the negative options like low
exceptional rating of maternity programs may benefits, trust in administrators etc.
well be related to health insurance where maternal
health is an issue in Kiribati. The survey sample — )
. . Reasons for Not wishing to Contribute
comprised 47 percent females and the maternity 5
program response was about the same percentage| i
. . . = 35
of the sample. Work Injury Insurance maintained |3 s
its low priority in the survey. 5
lg E. — —
Top 3 Priority Programs N N . . o
N =]
1% o°®® & N & & &
80 < (\o\' A\é\' \(\\6 & ()0(\
70 & & S & ©
O > S >
T 60 - & & & <
50 & < & N
< Q o O
S 40 4 < S Reason
30 |
20 |
& B
0 4

In response to who should contribute to your

S O & E S S ol itv “the Individual” h
& e & S & & social security “the Individual” was the most
& \\Q\o X &Q@ "\@\o &@Q &@ common response by over half of the respondents.
& & & N < This concurs with the willingness to contribute of
& Program about 60 per cent of those who patrticipated in the
survey. The various government levels drew only
(X)  Social Security Contribution 20 per cent of the responses.

. - Who Should Contribute for Your Social Security
The response to the question about willingness t( 1

contribute to social security programs produced ¢
surprising result of 60 per cent of respondents j 120
willing to contribute. Whilst there were no details
provided on what level of contribution was |
required or what benefits could be provided for| 20
different contribution levels it is a positive pbin

: ) ; P ¢ & & & N ¢
from which to explore the options for contributory | & & & R
social security schemes. e s ,\(@?} o c}@"’ &
& & @
Q¢ o
Would You Contribute to Social & v Contributor
Security

No
25%

Yes

Maybe 60%

15%
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across the country is probably as low as indicated

determine the quality of benefits provided in any

voluntary scheme. The amount volunteered by
those surveyed is fairly modest and on their own
would not provide for substantial benefits. Only

about 25 per cent of those surveyed could
contribute more than AUD 10.00 per month and
about 59 per cent could only contribute less than
AUD 10 per month.

Possible Monthly Social Security Contribution

70

No
87%

Without Social Security, Who Will Support You? in the chart.
120
100 - Crop Insurance
. 80
3
£ 60
2 40 | Not
o8 &4 B v i
0. B 80% 17%
» 4 » N 3 ¢
o & N e & S
g ¢ & & ¢ Yes
)
QO
© Supporter 3%
The level of contribution will ultimately Other Micro-Insurance

1%

Not
Stated
12%

60

Number

50 1
40 -
30 -
20
10 1

In relation to micro-loans the survey found that

more than 90 per cent of respondents had no
micro loans and the main reason for this was that
micro loans were not available in their location.

The findings of the survey suggest that micro-
loans are not significant in Kiribati despite the

operation of the Village Bank.

0 | =
<$5  $6-8$10 $11-$20 $21-$30 >$30  Could not Do you Have any Micro-loans
Monthly Contribution Py 100
80

The responses as to how people will be supporteq 5 6o
without social security is somewhat inconclusive g 40
in that people see the need to be self supporting| 2
This is probably a statement of reality and what 20 -
happens now. The situation with regard to the 0 e
extended family is reflected in the next highest No Ves
responses of family and savings. It is interesting Resbonse E———e
to note the confidence in Church programs. P @ Femele m Male

(xii) Insurance and Micro Schemes

The two forms of insurance represented in these
charts reflects the general low acceptance of
insurance in Kiribati, however whilst not part of
this survey life insurance endowment policies are
reported to be popular. However micro-insurance
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Why No Micro-Loans

Number
P S
ODOoOOO O
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but old-age benefits and education loans were
highest in other surveys. Whilst there is a
demonstrated need for old-age benefits it seems
that the premiums would be unaffordable to most
informal economy workers unless there was some
form of subsidy The need for age/retirement
programs was relatively low compared to other
countries and this is probably due to the Senior
Citizens Benefit Scheme introduced in 2004. It is
likely that this demand will reduce once the
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0@“ '\é& 0&“ 6,90 @ be&Q benefits of the SCBS becomes entrenched in the
s @ @ & O ¢ society.
50 & ¢ ® o
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Reason ¢ & 0@’ The social security needs of those in the informal

economy differ according to their social and
family status (women, children, youths, the

Membership of organisations can be a useful wayelderly), the degree of hazard in the particular
of identifying established groups with common occupation (e.g. small farmers, fishermen, drivers
interests that may be able to form the nucleus obf mini buses), the work setting (at home, on the
micro loans or insurance schemes. About 55 pestreet, in a sweat shop), the milieu (communities
cent of the sample identified as members ofmore than establishments), and their ability to
organisations. In the 2000 population censugnake regular contributions to the insurance fund.
about three quarters of households identified as

members of religious groups and about half adn trying to develop appropriate mechanisms to
members of women’s groups. Membership incover the risks borne by workers in the informal
rural cooperatives represents almost 20 per cent agfconomy, it is important to understand the range
the sample but this is much less than membershipnd types of risks that are present and how they
in church groups. The extent of church socialmay be prioritized. The strategy on how the
security schemes has not been fully explored nomformal economy workers may adopt to manage
has their capacity to become agents for a microthese risks must be evaluated. This would allow

insurance/loan scheme.
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5.2.3 Identification of priority needs and

contributory capacity in the informal

economy

It is evident from the initial results of the suyge

benefit packages and delivery systems to be
designed that are fully responsive to the needs of
workers in the informal economy.

In the case of the Kiribati survey, the initial
findings are unable to compare the capacity of
rural and urban informal economy workers to
afford the modal provident fund contributions that
are contributed by individual workers due to the
incapacity of the KPF IT system to identify the
modal contributions by salary range. The best
estimates can be obtained by reviewing the
Statistical Yearbook 2000 where the annual
contribution by the government to KPF was AUD
1,303,000 for 5,821 employees in public
administration. This equates to about AUD 18.61
per month per employee or a total of AUD 37.22
for the combined contribution based on
contributionsof 5 + 5 per cent of Salary. The
Contribution rate has since been increased to 7.5
+ 7.5 per cent of salary or an adjusted contrilsutio

of the informal economy workers that there is aof AUD 55.83 per month. It would be difficult for

high need for some form of social protection. Theworkers in the informal economy without an
results confirm that health insurance is one withemployee-employer relationship to contribute the
the highest priority whereas work injury and ageaverage contribution without any form of cost
benefits were also high priorities in one surveysharing or subsidy as this contribution would
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represent between 22 and 66 per cent of moslapanese Tuna Company fishing b¥atand the
informal annual incomes. Obviously a churches, which now employ more than 700
contribution of about 7.5 per cent would be verypeople.
small and may not be sufficient to fund a
reasonable program without subsidies. This isThe data show that of the 9,447 workers in the
demonstrated in the survey where about 2Cformal employment sector, 5,968 were males (63
percent of respondents indicated they could nopercent) and 3,479 were females (27 percent) out
make any contributions, 45.7 percent could payof the total of 50,722 in the working age
up to AUD 5 per month and about 35 percentpopulation and 55.1 per cent of formal
could pay between AUD 6 and 10 per month. employment sector workers were in the civil
service, 21.6 per cent in public sector enterprises
However given the lower cost of living in the and 23.3 per cent in the private sector. In 2004
rural areas and the reduced capacity of informaKPF identified 8,890 active members so the 2000
economy workers to make voluntary figure is probably accurate enough to use for this
contributions, it may be possible to develop microsurvey.
insurance schemes that can cover the
proportionately lower costs with a micro basedThe survey was conducted by delivering the
scheme. The most positive findings from theSurvey form shown in Annex 7 to a random
survey suggest that people make savings, arsample of employers based on the
prepared to contribute to their social securitygovernment/private ratios of the formal
scheme and are aware of there needs. Thismployment sector. A total of 75 forms were
combination offers promise for micro schemes. completed.

5.3 Kiribati Formal Employment Sector 5.3.2 Key survey results
Survey
The questionnaires of the survey consist of four
5.3.1 Background parts; personal details, employment, income, and,
social security needs, priorities and desire to
The aim of the sample survey of workers in thecontribute. A summary of the key findings are
informal economy was to obtain some indicativepresented below.
parameters about the workers and their priority
social security needs, who provides or will (i) Personal details
provide for these basic social security needs, gaps
in coverage and their potential to contribute toThe survey sample was slightly biased towards
voluntary schemes. The survey also recordednales with 79 percent of the sample as compared
some of the demographic and other details abouo the 2000 population census where 63 percent of
the workers including their income patterns, workthe formal employment sector workers were
category, insurance and micro finance andmales. The age range of all members of the
membership of organisations sample was between 15 and 59 years.

The formal employment sector represents only Age - 15 - 59 years
18.63 percent of the working aged population
(aged 15-64). The formally employed persons
numbered 9,447 in the latest available data
(population census 2000) of which 6,590 (76.7 N, 55, 79%
percent) were working for the government while
2,002 were with the private sector. Of the public
sector employees, 4,050 were with the central
government and the rest with the public
corporations Other large employers are the South Female, 15,
Pacific Marine Services (SPMS), which currently 2

has 1,050 merchant seamen on board Germa
merchant ships, the Kiribati Fishermen’s Service

(KFS), which has 325 fishermen on board

* The merchant seamen and fishermen are not
included in the domestic private sector employment
figure
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(i)  Education represented 76.7 per cent of the workers in the
2000 population census they made up more than
The highest education level represented by th®0 per cent of the sample. This may be explained
sample was secondary level followed by tertiaryby the survey location, exclusively on Tarawa, the
level. This contrasts markedly with the informal
survey where the bulk of the respondents had only Employment type
primary level education and there were some 60
cases which had no formal education. This 50
education level may be biased by the high 40
proportion of public sector employees in Kiribati
and the education levels reflects the public servic
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(i)  Employment status 0 .
) ) Female Male Female Male Female Male
The employment status of the sample indicates Not filled Ves No
that all of the employees were full time workers.
This is probably generally true of formal (i) Provident Fund

employment sector workers in Kiribati where part
time and casual work are not common. ThisThe sample shows a high level of membership in
contrasts with the informal survey where a largethe KPF and this is to be expected given the high

proportion of workers were self employed. proportion of the sample in public sector
employment. However KPF data supports a high

Employment Status rate of compliance with membership levels of
60 8900 in 2005 and a formal employment sector
workforce of 9447 in the 2000 census.
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€30
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(v)  Annual income range

The modal annual income range for formal
. employment sector workers based on this sample
_ _ _ is AUD 5,000 — 10,000. This represents 68 per
Not Filled Self Full-time Part-time  Casual worker . . .

Employed  employee  employee cent of the sample. It is also interesting to note

that the proportion of females in each of the two

Stas mFemale mMale main salary groups is about in the same
proportion as in the sample suggesting that there
is little bias against females in the salary ranges
However both of the respondents in the sample

The employment status of the sample was biase§arning over AUD 20,000 were males.
towards public sector workers and whilst they

(iv) Employment type
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Annual Income followed by Accident and death protection. It
40 comes as no surprise that formal employment
> sector workers would rate unemployment
525 protection highly as loss of job would in most
£ fg cases result in them being forced into the informal
€ 10 economy or possibly into subsistence
T m employment.
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(vi)  Social security needs Z 3|
20
The respondents were offered the range of| 1]
lifecycle contingencies to indicate their needs. A A — -
. . A
total of 465 needs were identified by the 70 F &S ST S
. 9 i .
respondents. Unemployment, Accident/Death, | " ¥ & & & & & & ¢
Age and Education were almost equally rated by &é@‘" S R

the respondents.

Social Security Needs

(viii) Social security contribution

Respondents were asked to indicate who should
contribute to their social security and the
responses generally reflected the status quo.
Contributions by the individual, employers (the
government being the major employer could be
regarded as the same as the employer response)
and shared by all. This is essentially what happens

Number

now.
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Respondents were asked it they were prepared to

The respondents were asked to prioritise the rangmake additional contributions to cover for

of social security needs from highest to lowest.extension of social security coverage and to
The chart on the left above shows that theindicate within a range of monthly potential

overwhelming top priority was Age Retirement. contributions. Most male workers were only
However when the top 3 priorites were prepared to commit to a small contribution of
aggregated Unemployment protection and ageAUD 6 — 10 per month and there was a higher
retirement were the highest priority needsproportion of females prepared to commit to the
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higher monthly contribution rate of AUD 11- 20. 5.4 Comparison of formal and Informal

It should be noted that this was an indicativesurvey findings

survey only and that without a firm proposal on

what respondents would be committing to theThe social security needs of those in the formal
responses may have been a little guarded and n@mployment sector differ from those in the
committal. The situation may change when ainformal economy and employment protection,
range of firm benefit and allowances optionsretirement and health are the key priority needs.
could be presented for comment.

In trying to develop appropriate mechanisms to

% Potential contribution to social security cover the risks borne by workers in the formal
33 employment sector, it is important to understand
35 | the range and types of risks that are present and
ggg how they may be prioritized. The strategy on how
Eg the formal employment sector workers may adopt
= to manage these risks must be evaluated. This
5 = - T would allow beqeflt packages and dell\{ery
ToTe ol 2 lolalolololel olel ol @ systems to be designed that are fully responsive to

EIS|E/2E/2 € 2|E|2|E|2|E|2|| theneeds of workers in the informal economy.

NotFiled] > 830 1621.-$30/911.-520 $0-910] <% G| In the case of the Kiribati survey, the initial
findings are unable to compare the capacity of

o o rural and urban informal economy workers to

5.3.3 lIdentification of priority needs and afford the modal provident fund contributions that
contributory  capacity in the formal are contributed by individual workers due to the

employment sector incapacity of the KPF IT system to identify the

_ ) o modal contributions by salary range. The best
It is evident from the initial results of the suyge  estimates can be obtained by reviewing the
of the formal employment sector workers thatstatistical yearbook 2000 where the annual
there is a high need for some form of extendectontribution by the government to KPF was AUD
social protection. The results confirm that health] 303,000 for 5,821 employees in public
insurance is one the highest priority whereas workadministration. This equates to about AUD 18.61
injury and age benefits were also high priorities i per month per employee or a total of AUD 37.22
one survey but old-age benefits and educatiojor the combined contribution based on
loans were highest in other surveys. Whilst thereontributions of 5 + 5 per cent of Salary. The
is a demonstrated need for old-age benefits icontribution rate has since been increased to 7.5
seems that the premiums would need to ber 75 per cent of salary or an adjusted contritsutio
increased to prOVIde for meanlnngI retlrementof AUD 55.83 per month. Extension of social
pensions for most workers. The need forsecurity programs to the formal employment
age/retirement programs was still relatively highsector workers would require  additional
but this may change over time when the impact otontributions to be made for the programs (e.g.
the Universal Age Pension scheme introduced inynemployment  Insurance). However,  as
2005 takes effect. The need for retirementdemonstrated in the survey where most of
programs also may reflect the common practice ofespondents indicated they could only pay
taking lump sum payouts which are mostly petween AUD 6 and 10 per month a smaller

quickly used leaving an income gap in old age.percentage could pay between AUD 11 and 20 per
The most indicative survey of the disposal of month.

lump sum payouts from Provident funds was

conducted in Tonga in 2003. The small scaleqowever given the cost of living in the Kiribati, i

survey found that 13 percent had invested theifmay be possible to develop suitable insurance

fund successfully, 17 per cent had saved some afchemes that can cover the additional programs to

the funds and the remainder (70 per cent) ha@over unemployment and additional health care.

spent their retirement lump sum The most positive findings from the survey
suggest that people make savings, are prepared to
contribute to their social security scheme and are
aware of there needs. This combination offers
promise for extension of social security schemes.
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The table below provides a snapshot of some oformal employment sector survey and the
the common elements from both surveys. Itinformal economy survey:

should be noted that the survey forms contained a
different set of questions for each of the groups
surveyed and some of the issues relating to land
ownership, sale of good etc were not relevant to
the formal employment sector workers. The
purpose of this table is to compare and contrast
the different and similar needs of the two
employment sectors.

Table 5.4 Comparison between .
informal and formal surveys

Formal Informal
Survey Elements Employment Economy
Sector (%) (%)
Sample Size 70 200
Males 79% 53%
Female 21% 47%
Education
None - 25%
Primary 3% 43% °
Secondary 87% 32%
Tertiary 10% 1%
Employment Status
Full time 100% 8%
Self Employed - 37%
Unpaid worker - 22%
Casual worker - 30%
Employment type
Public Sector 98% -
Private Sector 2% 100%
Annual Income o
0-5,000 - 98%
5,001 - 10,000 67% 2%
10,001 — 15,000 30% -
15,001 — 20,000 -
Over 20,000 3%
Top 3 Priority Social Security Needs
Unemployment 33% 11%
Maternity 7% 18%
Workplace Injury/Dearth 1% 6% o
Death/Life Insurance 26% 15%
Age Retirement 33% 15%
Education 2% 14%
Family Health Insurance - 9%
Housing - 12%
Who should contribute to Social Security
Individual 22% 35%
Employer 21% 12% .
National Government 22% 16%
Local government - 18%
Shared by All 36% 8%
Don’t Know - 12%
Potential Monthly Contributions
Could not pay 4% 20%
Less than $5 - 23%
$6- $10 76% 35%
$11-%20 17% 16%
$21 - $30 - 3% o
More than $30 3% 2%

The following observations can be made on the
key differences between the findings from the
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Education levels are much higher in the
formal employment sector and the
significantly lower standard in the informal
economy has been identified by the informal
economy respondents in that they have rated
education support as one of their highest
priorities;

Informal employment sector respondents
rated their loss of income as a much lower
risk relative to other life cycle events than
predominantly urban workers and the
priority need for unemployment insurances
reflected this difference being rated the
highest need among formal employment
sector workers;

The informal economy survey showed more
older people, more were married and the
number of children per family were all

higher than in the formal employment sector
survey. Whilst some of this may be

explained by the random nature of the
survey the findings generally fit trends in the
national statistics;

The employment status in the informal
economy survey indicated that most workers
in the informal economy are self employed
whereas the formal employment sector
survey showed that the majority of workers
were full time regular employees;

Incomes found in the informal economy
survey were generally lower than those in
the formal employment sector survey both in
individual incomes and family incomes, a
trend supported in the national statistics;

Existing social security coverage was almost
non existent in the informal economy with
the coverage provided by the Provident
Fund reflecting the responses in the formal
employment sector survey. Both surveys
reflected the individual and family nature of
existing social protection support;

Social security needs were similar in that
both surveys considered health care as the
number one by the informal workers and
unemployment protection for formal
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employment sector workers. In both surveys5.5 Concluding remarks
age/retirement and education rated highly;
There is a large unmet need for social security in
. A higher proportion of informal economy the informal economy in Indonesia. The extension
workers declared that they could not pay anyof coverage to the urban and rural informal
voluntary social insurance contributions thaneconomy will require the efforts to (i) identifyeth
in the formal employment sector survey andsocial security needs for different groups of
those that indicated they were prepared toworkers, (ii) determine their social risks, (iii)
contribute could only contribute much lower develop programs based on risks, income and
amounts than in the formal employment needs, (iv) identify group collection and support
sector survey; mechanisms, (v) pooling and reinsurance to
promote sustainability, and the appropriate role
o Most formal employment sector workers for the private sector and governments at all
surveyed indicated that the individual and levels.
the employer should contribute to social
insurance whereas the informal economyResults of the rural and urban informal economy
survey strongly supported the government asurveys have demonstrated that a carefully

the prime contributor followed by the structured program may be able to attract
individual. This may reflect the low sufficient contributors be to make a contributory

incidence of regular employment in the rural scheme viable in terms of numbers, however the
survey; and dispersed nature of the contributors, the
variability of their income, their capacity to pay

«  One outcome of these surveys is that peoplénd the administration issues suggest that

both in the formal emp|oyment sector and solutions will not be Simple to develop or to
the informal economy in Kiribati have an maintain. The extension of social security to the

interest in social security and would be informal economy is feasible if one could develop
prepared to contribute to a scheme that suit§ Vviable scheme that is flexible, affordable,
their needs and priorities. This finding sustainable and well marketed and understood.
provides a basis for a possible policy design

in the form of pilot projects although any

future proposed policy design should be

tested with a more detailed and targeted

survey.
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Chapter 6
customs and safety nets

6.1 Executive summary .

The chapter examines the traditional systems and
customs in the Pacific; in particular it focuses on
the existing local social support systems and the
characteristics that impinge on success and
sustainability of potential micro schemes in
Kiribati. This is to assist the local stakeholders,
and governments to ensure that key elements of
traditional systems and customs are taken into
consideration when undertaking feasibility
studies into social security programs, during .
workshops and in the development and
implementation of the national action plans. In
addition to the specific country findings and
recommendations, there were a number of broad
patterns identified across the countries studied
and also some broad recommendations which
need consideration.

6.2 Broad patterns of findings

. The complex inter-relationship between the
traditional and the modern expresses itself
in virtually all aspects of Pacific community
life, including the socio-political system,
The economic system, systems of social
security, gender relations, etc. Over the
years islanders have selectively chosen
aspects of both, which they find most
convenient and workable when dealing with
issues of everyday life. For instance, in the
case of Samoa, traditionahatais (chiefs)
are the only ones mandated by the
constitution to become parliamentarians. In
Fiji and Vanuatu institutionalized systems of
chiefly leadership to complement the
mainstream political system exist. Many
people survive by engaging in “social
dualities” such as subsistence and market
economy, individual entrepreneurship and
communal participation, profit accumulation e
and redistribution etc.

»  Traditional culture and customs are not seen
as belonging to the past but as living and
operational phenomena which serve
contemporary needs. At the same time it can
be used to define identity in a fast changing
and increasingly complex world.
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Traditional social protection systems in

Traditional Social Protection Systems

the Pacific — culture,

Dramatic changes in the Pacific since
independence have re-shaped the way
tradition is conceptualized, operationalized
and adapted. Pacific cultures do change and
these changes have been due to the adaptive
nature of Pacific people to the emerging
challenges of globalization and modernity.
Some aspects of culture such as land rights
have evolved only as far as the needs
dictate.

Traditional Pacific societies are organic and
integrated in the sense that no particular
aspect, whether it is political leadership or
socio-economic exchange, is autonomous.
Instead these aspects are all intrinsically
linked. For instance one’s political status
depends on exchange for sustainability and
legitimacy. Structure of society is linked to
kinship relations and landownership is
linked to status and kinship links etc. To
change one means changing other aspects as
well.

The country studies show that traditional
systems of social protection are closely
linked to systems of political governance,
socio-economic exchange, gender role,
conflict  resolution  mechanisms etc.
Traditionally, there were no institutionalised
systems of social protection as such but each
component of social life (exchange,
governance etc.) had a role in social
protection. The entire kinship system itself,
referred to asveiwekaniin Fiji or fa'a
Samoain Samoa owantokin Vanuatu and
the Solomon Islands, provides the basis or
foundation of social protection which
sustain individuals and groups on a daily or
occasional basis.

Traditional forms of social protection are
still very much practiced today in a variety
of forms as we have seen in the country
studies. They play a number of important
parts by subsidizing the demands of the
market economy and mitigating against the
impact of economic pressures on the
families concerned. They also allow for
circulation and reproduction of certain
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traditional goods which would have

otherwise disappeared. They also help to
maintain social coherence at a time when
families are disintegrating as a result of
economic pressures. Furthermore they

provide a sense of belonging and identity for 6.3

people.

Traditional forms of social protection exist
in various forms such as collective
reciprocity of goods and services,
ceremonial exchange or even at a level of
individual behavioural disposition where
one is expected by custom to be generous. It
can also exist at the level of cultural «
philosophy relating to ideals of altruism,
selflessness, neighbourliness, etc. The levels
of practice and philosophy reinforce each
other.

The study has found that traditional forms of
social organization and norms can be
successfully used to facilitate and promote
micro schemes. One of the pre-requisites of.

the market economy is individual
entrepreneurship. Many Pacific
communities, because of the integrated

communal life, are part of and used to, find
it difficult to adapt. This has been a cause
of failure in many of the income generating
activities.

In all the countries studied there have been
considerable successes in the integration of
traditional values such as collective
participation, sharing of resources and social
integration in  micro schemes. The
integration  between modern women
entrepreneurship and the traditional role of
women as custodians of family welfare has
been a significant factor for success. The
use of the chiefly system as means of
legitimization (as in Samoa) or debt
repayment (as in Vanuatu) is another
example. In situations where it is difficult to
produce assets as collateral the use of social
and cultural collateral has been seen to be
appropriate  and workable. Group
investment based on community trust and
good relations have produced positive
dividends.

It was also observed that some aspects of
tradition tend to undermine the culture of .,
savings. Some of these practices such as
fa’alavelavein Samoa can be adjusted to
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make sure that the burden on the people is
not too heavy. It is possible to strike a

harmonious balance between tradition and
micro schemes.

Some general recommendations

Governments in the Pacific should

recognize the importance of traditional

norms and practices in micro schemes.
Policies relating to development and micro
schemes should have specific references to
this.

Those micro schemes which have been
successfully integrating the two modes must
be given more support and encouragement
and replicated elsewhere in other parts of
the country. There should be an independent
study of the reasons why this model has not
worked in some cases and the mistakes
identified should be rectified.

Like in Samoa (where the government has
discouraged the use of small mats for
ceremonies) there should be some
government guidelines (not rigid ones to
allow for people to still make a choice) to
ensure that certain traditional obligations are
not impediments to poverty reduction.

Because many of the micro scheme
organizations operating within the countries
studied work autonomously, it is important
that there should be a national network set
up by the government to ensure that there is
a uniform national structure and process,
and that these organizations (who in some
cases may be competing against each other)
can share experiences and lessons or success
and failure, and learn from each other. This
could be facilitated by creating a focal point
which collects and disseminates detailed
information about the micro schemes.

Although the economic, cultural and

political circumstances in the individual

countries concerned are different, it is still
possible toimport success models to other

countries. This may need re-adaptation but
by and large there should be minimal
problems.

A training manual on tradition and income
generation/business should be produced as a
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guideline for those involved in group and 6.4.2 Land
collective projects. While peopliéve their
culture, it is important tbeachor provide an  Land remains perhaps one of the most important
analysis of aspects of their own culture sources of social protection in all Pacific
which they have only taken for granted. societies. Most of the land in the countries stddie
Experience shows that this can be reassurings customary and communally owned. The socio-
and empowering the outcomes of the cultural systems are integrated to land in a social
projects and spiritual sense. Thus land is inalienable from
social life and vice-versa. This ensures that
. Families (nuclear or extended, depending ontheoretically at least, everyone has access to land
the circumstances) should be the primary and its resources. In Solomon Islands and
target beneficiaries of the micro scheme Vanuatu some places have matrilineal systems of
projects, although the process may involve landownership and some have patrilineal systems.
larger groups. For instance a project may Fiji, Samoa and Kiribati generally have patrilineal
involve the whole village, the ultimate systems.
beneficiaries would be the families and how

they are able to sustain themselves. Land in all these societies is conceptualized & th
context of three inter-related dimensions. The

6.4 Traditional systems and customs first is land as a physical entity for socio-
in the Pacific: A comparative overview economic sustenance. The second dimension
conceives of land in relation to a complex web of

6.4.1 Socio-political structures social inter-connectivity which binds the land as a

physical entity to socio-cultural relations. The
The socio-political systems of the five countries third dimension links social relations to the
studied had a number of important features somespiritual and cosmological order of the ancestors.
of which were similar to and some of which were Thus land (referred to asanua in Fiji and
different from each other. On the one hand thereVanuatu,fenua,in Samoahanuain many parts
is the hierarchical and largely hereditary Samoanof the Solomon Islandsabana in Kiribati) is
matai system and on the other hand there are theconceived of as more than simply a physical
relatively egalitarian and “achieved” status of the entity and economic commodity as in
Melanesian societies. Fiji is somewhere in the industrialized societies. It is a complex wholettha
middle where both hereditary and achieved embodies the physical and the social, the social
modes of socio-political rule existed side by side and the spiritual in a holistic way. Land defines
during the pre-colonial era until it was re-shaped identity and cultural legitimacy in a dynamic
by British colonialism along the lines of the way. However, as a result of the demand for
hereditary and hierarchal system. One cannotcommercial development conflict over land has
really make generalizations about the “ideal” emerged as a major destabilizing factor.
Melanesian and Polynesian systems because there
are significant variations within these societies 6.4.3 Economic exchange and
themselves. For instance in Solomon Islands,reciprocity
Polynesian as well as Micronesian communities
exist side by side with Melanesians, and the sameReciprocity refers to the exchange of goods and
could be said of Fiji. Some communities in services within the community. This was quite
Vanuatu and Solomon Islands have hereditarycommon in traditional Pacific societies where
modes of traditional leadership while some havethere was no universally used money as medium
egalitarian and achievement oriented political of exchange. It was a way in which goods
systems. In Kiribati traditional leadership circulated and people’s immediate needs were
sometimes takes both the achieved and inheritedsatisfied. Today despite the existence of modern
systems. currency many Pacific communities, especially
those who live in the villages, still practice
The traditional socio-political systems in all the various forms of reciprocity.
societies studied are closely integrated to the
economic, social and cultural processes. InThere are several types of reciprocity:
particular they are very closely linked to
customary systems of social protection. Specialized reciprocity refers to exchange of
specific goods in a simultaneous fashion. Two
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people may exchange goods, say a basket of yamsther, consequently form a new synthesis. Still, in
in return for a mat, at the same time. Someonesome cases there are deliberate moves towards
may need yams to hold a birthday feast for a childreviving and institutionalizing traditional culture
and the other person may need a mat for a newas a means of engaging with the modern world.
kitchen. The exchange satisfies both parties.These complex syncretic processes continue to
Usually the social values of the exchanged goodsshape the trajectory of social and cultural change
are perceived as similar. in the Pacific.

Generalized reciprocity refers to exchange of Nevertheless despite these changes there are

goods without any specific value or time bound in certain customary and traditional modes of

terms of repayment There is a general culture which have survived over the ages and

understanding that the good deeds will soon becontinue to form the basis of contemporary life.

reciprocated when the need aridésrekereas in ~ While there are some general similarities between

Fiji is a form of generalized reciprocity. the Pacific countries studied, there are also a lot
of differences. It is thus not possible to make

Imbalanced reciprocity is when goods generalizations.

exchanged are of different social values and

sometimes, this may lead to conflict. 6.5 Country study: Kiribati

Redistributive reciprocity refers to collective 6.5.1 Brief history
exchange of goods through ceremonial processes

such assolevy (as in Fiji) death ceremonies, wyith a population of about 90,000 and stretching
marriages etc. Kin-groups would collect goods 5000 km across the central Pacific, Kiribati
such as coconut oil, mats, kerosene, pigs, cattleconsists of 33 atolls and reef islands with sandy
taro etc. and eventually redistribute them amongstspil, limited vegetation, low rainfall with the
themselves at the end of the occasion. Reciprocitynighest point no more than five meters. Rainfall
is an important social safety net mechanism inwhich is captured in the catchment provides fresh
these ways: water. Daily diet consist of coconuts, pandanus,
babai (taro-like cyutosperma chamissiofjgfish
e It ensures that various social needs ofand shellfish. The sizes of the atolls differ
families are met without using money to buy considerably. For instance Tabiteuea has an area
things; of 38 square kilometres, Butaritari 13.5 square
kilometres, Abemama 27.5 square kilometres,
* It ensures that resources flow within a and the much smaller atolls of Tamana and
particular kin-group or locality thus helping Arorae with 5 and 9.5 square kilometres
to maintain self-sufficiency. It makes sure respectively.
that perishable and non-perishable goods are
always in circulation; The Kiribati atolls were settled as part of
Austronesian migration into the Pacific some
. It encourages mutuality in socio-cultural 8,000 years ago. The first settlers of the islands
relations as a condition for intra-group probably reached their current location between

support and social coherence. 4-5,000 years ago. Over the years the atoll
communities evolved their particular cultural
6.4.4 Tradition and change systems in response to the demands of the small

and fragile atoll eco-system. The Samoans
Traditional systems in the Pacific have beeninvaded the southern islands around thé" 14
going through various degrees of change over thecentury and changed certain aspects of Kiribati
years as a result of modernization and culture especially the imposition of the
industrialisation. Some communities have beenhierarchical system and the division of most
changing faster than others. These changes havislands into districts. These districts were in a
taken complex dimensions, rather than just a uni-state of rivalry for sometime until the 1gentury
linear path towards modernization as normally when after a series of violent confrontations the
assumed. For instance in some cases one findgotion of manaeba (decision making for the
modern culture, institutions and processeselders) was born. This system had a
dominating traditional modes of life. In other transformational effect on the islands in the north

cases, the modern and the traditional shape each
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The Gilbert Island’s existence had been known to(especially Makin, Butaritari, Abemana, Aranuka
Europeans since the "L&entury but it wasn't and Kuria) a more hierarchical system of chiefs
until the 18" century, as a result of whaling, that (ueg was in existence and land was less evenly
more contact with Europeans took place. Newdistributed. Thenanaebawvas the central decision
European goods were introduced as a result of thenaking arena where each clan had its own sitting
ensuing trade and this significantly changed place bot)) which was represented by a
people’s expectations and demands. In the 1850slesignated male spokesperson. The role of the
during the Pacific labour trade a numberlof manaebawas wide-ranging and included dispute
Kiribati were recruited to work in plantations in resolution over such things as land boundaries
various parts of the Pacific. etc, looking after community assets, providing
hospitality for visitors and acted as a social cent
The missionaries first came to Kiribati in 1857 in and community court. It was the centre of social
the form of the American Board of gravity for I-Kiribati social life. Beyond the
Commissioners for Foreign Missions but later mundane functions, theanaebaalso embodied
withdrew after facing difficulties. The London the collective identity of the community and was
Missionary Society on the other hand made a lotthe encapsulated the link between the social and
of inroads into the local communities and thel-Kiribati cosmological world.
fundamentally changed some of the traditional
institutions and practices. The Catholic Church Today the political structure and process in
established itself in 1888. In 1892 Kiribati, Kiribati strongly reflects the ethos of th@imane
together with Tuvalu (then called Ellice Islands) although in an increasingly transformed manner.
became British protectorates but were formally For instance a political leader of repute must be
annexed in 1916, especially after the discovery ofable to show that he or she still adheres to the
phosphate on Banaba (Ocean Island) in 1900. Thespirit and ways of thete katei Kiribati (the
islands were occupied by the Japanese during th&iribati Way). The leader must show that he/she
World War Il and were later liberated by the cares for the community and does not have
Americans after the Battle of Tarawa. The capital individualistic ambition.
was shifted back to Tarawa after the war.
The political elites are getting more educated and
The decolonization process began after thegetting younger and to be accepted one must
establishment of the Advisory Council in 1960 to continue to respect the ways of theimane In
facilitate the institutional and political evolutio the local councils thenimanesstill more or less
towards eventual independence in 1979. Afterdominate the decision making process.
independence a new national identitKiribati,
was forged and attempts were made to expand.5.3 Gender roles and status
modernization but at the same time retain
traditional systems and norms which sustain theTraditionally women are subordinate to men,

new collective identity. initially to the fathers and then to male elderd an
their husbands. This colonial state was reinforced
6.5.2 Traditional socio-political structure by the missionaries. This gender inequality is

reproduced in various aspects of social life,
It is assumed that the ancient Kiribati society wasincluding decision making, education (where
organized around clans and land tenure hadgirls’ education is not as highly valued as that of
emphasis on individual rights and responsibilities. boys) and employment. Increasingly this is
Dramatic changes took place as a result ofchanging as a result of advocacy groups such as
Samoan invasion around the ™4century. the Kiribati Women's Federation (known as
Kiribati society is part of the greater Micronesian AMAK, the acronym for thel-Kiribati name)
cultural area but has close links with Polynesianestablished by the Ministry of Health and
societies such as Tuvalu and Samoa. It hasCommunity Affairs in 1976 and later on under
relatively egalitarian structures compared to otherPresident Teburoro Tito, a separate Ministry for
Micronesian societies. Women’s Affairs was set up to oversee women’s
Traditionally communities in the southern islands affairs.
were strongly egalitarian and political leadership
operated under thmanaebawhich consisted of Women are generally involved in domestic duties
community elders unimangé who ruled by and are expected to obey their husband’s decision
consensus. But in the northern and central islandsaat home. The changing socio-cultural climate,
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especially with increasing education of women 6.5.5 Conflict resolution

and the demand for income generation has seen

greater social mobility for women over the years. Dispute resolution within thetu is carried out by
Women are now active in income generatingthe members themselves but bigger disputes
micro schemes such as the Kiribati Village Bank, which cannot be handled by the family are
co-operatives and credit unions. In fact almost 60handled by themanaeba The manaebahas a
per cent of members of the credit unions aremulti-purpose role as centre of social relatiorss, a
women. Despite this, projects for the arena for decision making and also as an
empowerment of women are not given high institution for conflict resolution. The consensual

priority. approach in deciding on solutions to disputes and
its association with ancestrahana makes the
6.5.4 Land tenure manaeba’s decision readily accepted and

unquestioned by people.
Land is the most important resource and it formed
the basis on which social links are forged and6.5.6 Traditional forms of  social
maintained. It has multiple roles as a physical protection
means of sustenance as well as having important
social, political and legal aspects. Land represent For small atoll-based societies such as Kiribati
one’s status and wealth and is transferablekinship-based social protection systems are
through new social relationships such asimportant to pull their resources together to
marriage. sustain their daily lives as well as maintain sbcia
cohesion. There are systems of social support
The kainga is the original landowning unit and Wwhich exist both within and outside tbéu. The
this extends to other properties such as theutu represents the centre for social identity,
buakonikai or areas of bush for gathering common obligation, social support and holds
coconuts and other fruitdhywabwai pits (ua), communal relationship together in a dynamic
fishing traps (ma) and fishing areas on the ocearway. Outside theitu are other systems of social
reef (marar) and lagoon mud flaném3g. Kainga  support which takes care of needs for goods and
land is usually divided up into small portions services which thatu may not be able to satisfy.
amongst the member familiestq). Within the
utu, rights to land such as thsvabwaipits were 0] Manaeba
often held by individuals or jointly with siblings.
The manaebabrings people together through
Land rights can be inherited from both parents common social and political bond. Although the
and the best land is usually given to the eldestmanaebaitself is a rectangular meeting house in
son. Land rights are also transferable to thosethe middle of a village, its socio-cultural
outside thekaingaas a token of appreciation for significance pervades the social and the spiritual
service or kindness as in the case of a landin an integrated way. The wombanealiterally
conveyance calledte aba ni kuakua which means to bring together or embrace and the word
literally means “land for caring”. Land rights can aba means land, the people and the cosmology.
also be transferred as a result of “special favours The manaebébrings together differenitusinto a
involving sexual relationships between a woman single collective entity.
and her husband’s uncles and brothers or a man
and her wife’s aunties and sisters. Any transfer ofAs centre for social life thenanaebahas a
land rights needs the consent of the whalimga number of functions including looking after
or utu. community welfare, making decisions, place for
traditional ceremonies, feasts and dancing,
The use of land as compensation for variousdispute resolution, support institution for the
forms of transgression is also common. Foraged, common sanctuarye (bangg for people
instance it can be used as compensation for injurywho need physical protection and a place for
inflicted (Te nenebp or as compensation for forging alliances and common bond. It is
adultery with a womanTe bwai n aing While associated with certain taboos violation of which
most of these traditional practices are still can lead to misfortune.
strongly observed in outer islands, there is
gradual change taking place in Tarawa as a result
of population pressure and social change.
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(i)  The Utu (iv)  Moronron
Moronron (which means circle, round shape) is
The utu is the kinship circle of extended family meant to circulate money amongst the members
through which land rights, exchange, distribution through income generating work. Whkarekare
and production take place. It is seen as the mosts fundamentally subsistence in natmeronron
fundamental institution for social protection by is geared towards generating cash income.
the people as well as by the government. Thelndividuals from neighbouringnwenga would
Government’s Sixth National Development 1987- join together to start business.
92 stated:
(v) Te Bo and Te Katabetabe
Because we still have a strong family and
community ties through out much of our Te bo (coming together) orTe katabetabe
country, we do not yet have the need for (burden) deal with the notion of sharing burden
an extensive social welfare system suchby members of thatu. Relatives are expected to
as is required in many developed contribute to the kinship obligation (such as
countries. The extended family (utu) and feasting during the funeral) to ensure that the
associated social obligations ensures that occasion is successfully carried out to avoid
all of an individual's basic needs are losing reputation. Contribution is usually
met® recorded with the view to reciprocating in the
future.
Attempts to legislate the protection afu has
been opposed on the grounds that it is a strong, (vij Toamau
living and thriving cultural system and there is no
need for government intervention in case it This refers to the relative ease with which the
becomes too institutionalized and politicized. householdfiwenga is able to get labour to carry
out work important for the family. This requires
However, there is a tendency to overestimate thethat there should be a balance adults and children
importance ofutu given that evidence suggest an as well as male and females to efficiently allocate
increase in the number of cases of maintenancefamily division of labour.
child custody and aged maintenance whithis
supposed to take care of. The tendency to give (viij Te Kabeabea
utu a high cultural profile and its effectiveness in
addressingsocial problems continue to be part of If no toamauis available within theutu then

the ongoing debate. request for casual assistankalieabeais made.
This involves asking othemwengato provide

(i) Karekare things like skills in house building or boat-
building.

Karekare (to take turns) is a non-kin economic

grouping outside theutu which provides a (viii)  Bubuti

network of support for people from different

mwengato help make work easieThere are  The practice ofbubuti (comes from the word
basically two types dfarekare The first is thdae butia which means to request) has the same
airiri, consisting of groups of women pooling connotation askerekerein Fijian. It involves
their human resources for production of items or requesting things from othenwengawho are
services for each other such as thatching houseselated by blood or adoption. This usually takes
etc. The second is the aiai (sharing fire) where  place within the utu. It is usually socially
people agree to supply toddy to each other toirresponsible to turn downlkaubuti

produce kamwaiwai (toddy syrup, drink and

traditional sweetener). Individually it is diffittu (ix) Te Kaonono

to producekamwaiwaiso the effort of others is

required. This practice involves sharing of surplus food
with people from outside th&u. This is a way of
expanding networks outside theutu and
strengthening the circle of social solidarity.

% Kiribati Ministry of Finance. 1988. Kiribati
Sixth National Development 1987-1992: 285.
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The major driving force for these traditional The national cultural policy recognizes the
forms of social protection is strengthening social importance of culture in relation to:

support systems for each other’s welfare. There is

also the motive to avoid shame, especially beinge Ensuring a healthy environment for cultural
labelled banaomata (lacking love and creativity towards distinctively Kiribati
compassion). Many of these systems are still culture;

being practiced although various forms of «  Monitoring Kiribati cultural diversity;
changes have re-shaped the manner and contexts Importance  of cultural values to

in which they are being applied. environment and to tourism:
_ S *  Importance of culture in relation to identity;
6.6  Changes in the Kiribati society «  Ensuring a healthy cultural heritage for the

current and future generations; and
It is difficult to find anl-Kiribati who still lives in . Guarding against cultural abuse and

a purely traditional lifestyle. Modification of exploitation.
culture has been going on for a long time since

the introduction of Christianity and various The Cultural Division of the Ministry of Internal
external forces have shaped the trajectory ofand Social Welfare looks after these activities.
change within the Kiribati society in a dramatic The above aims are carried out through a national
way. There are degrees of changes depending oBerforming arts group to develop and promote
where one is. culture through theatre and other forms of arts,
formulation of Kiribati studies in schools, setting
The British colonial rule relocated houses to build up of a national film institute create more

roads and make it easier for patrolling and in the awareness of Kiribati culture and identity.
proceskainga’swere broken up and scattered all
around the island. This weakened the social bondrhe National Cultural Policy makes a distinction
and relationship in a significant way and as apetweentraditional and contemporary Kiribati
result theutu has now become the majOI‘ focus of culture. There is an appreciation of the
social cohesion. The missionaries also introducedre|ationship between these two modes where on
changes in the belief systems and norms. one hand is the realization that the contemporary
culture, based on the a mixture éw and old
The influence of the cash economy, migration systems, is vital for adaptation to the modern
and increased unemployment has led to changegorld and the desire to maintain some form of

in people’s lifestyles. On one hand there is atraditionall-Kiribati (Kiribati person) identity.
desire to modernize, yet on the other hand there is

a strong cultural pull to retain aspects of culture g g Micro-projects and tradition

which keep communities together or which

people can fall back on when the pressures °f6.8.1 Kiribati Village Bank Program

modern life becomes unbearable. In many cases,

people have modified both traditional and modernThe vilage bank program in Kiribati, which

systems in order to serve their socio-economiCqiotad in 1995 is a unique one in the Pacific
interests. Pure subsistence and traditional livingya.ause it is Io,cated within the community and
no longer exists in Kiribati but instead there are has shown resilience and success despite

various degrees of change. Some communitiesar%ompeﬁﬁOrl with commercial banks. For a
more or less “modernized” or “traditional” than country with a low resource base, poor

others. There are differential degrees of bOthinfrastructure and insufficiently developed

existing side by side. economy, the village bank has expanded into a
) significant part of the development process.

6.7 Government policy on culture

o _ ) The Rural Development Unit of the Ministry of
Kiribati has a coherent national cultural policy on Home Affairs and Rural Development (MHARD)
the role of culture in the spiritual, social, poél  has official responsibility over 182 village banks
and economic life of the country. This is distributed around 22 islands in Kiribati. Despite
embodied in the N.atural Cultural POIle draft the fact that a number of p||0t micro |ending
document produced in 2003. schemes were established, the village bank
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scheme is the only one which has beento identifying individuals with symptoms of
successful. disease and ailments and who are referred to
island nurses for treatment. The statistical health
The targeted beneficiaries are those withoutreturns are provided to the Ministry of Health.
regular income and are thus outside the ambit ofMost of the treatments in the outer islands are
formal lending institutions such as the Bank of based on traditional medicine due to the fact that
Kiribati and the Development Bank of Kiribati. they have been proven to be effective. On the
They are also unable to access loans from credibther hand the unreliable supply of modern drugs
unions because of the regular income makes it ineffective.
requirement.
The popularity of traditional medicine in the outer
The success of the village bank has been due to zillages in some ways represents their confidence
number of reasons: in culturally induced healing methods.
Knowledge of traditional medicines, especially
e The banks are located within tkaingaand from plants, is passed down from generation to
are part of the extended family and village generation and usually some individuals become
network. The village bank is not located in a the special repository for this vital knowledge.
separate building of its own but is located Traditional healing involves not only physical
within people’s houses. This is important in cure also psychological and spiritual therapy. In
terms of providing a sense of community this regard it is an important part of social
integration and ownership. A review done in protection.
2000 showed that the village banks which
were relatively under-performing were 6.8.3 Te karekare
located in communities with weakkainga
links. An example was Betio where people This is a widely practiced network of individuals
from different parts of Kiribati resided. beyond theutu who engage in small business
Those island communities which had strong enterprises. Those involved are usually those with
social ties were high performers. low or who have no regular source of income and
cannot afford basic services such as school fees
. The village banks operated through the and do not have access to the financial
participatory approach. Decisions are basedinstitutions due to lack of a security.
on manaebdaype consensus by the
community with minimal bureaucracy and As an example, women in South Tarawa who sell
decision-making structure. in the market would organized a lottery type
credit scheme where they draw up a revolving
. Because it ij{aingaand Vi||age based1 there roster where AUD 5 is made available at the end
is awareness by borrowers that any defaultof the day’s marketing. In the same way, at the
on their part will lead to loss of face and €end of every week, women would pass on to their
social disruption. The social risks are high group members’ products such as embroidered
and that in itself acts as a form of security.  1adies tops. This is then sold at a higher price by
the recipient thus making extra money.

6.8.2 Village Welfare Groups (VWG) o _ _

A similar credit scheme also takes place in other
This programme is coordinated by the Ministry of islands where items such as strings, thatch_es and
Internal Affairs with the aim of improving the other locally produced goods are used. This co-
general conditions in each village. This includes Operative endeavour minimizes on labour cost
provision of health education and health dataeffort and maximizes benefits to the participants.
collection at the household level under the Although it extends beyond theu and mwenga
supervision of a public health nurse. Every month circles, thete karekareembodies the collective
the VWG meets to review planning and priority and co-operative spirit of thee katei Kiribati
issues, especially in relation to agricultural esu  Socio-cultural system of group support. Individual
such as planting food crops, coconut planting andinterests are deemed subordinate to collective
copra production.. Interests.

Health monitoring of the villages is also an
important role of the VWG, especially in relation
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6.9 Kinship as collateral

manaeba, utu, karekare, Moronron, te bo or

katebetabe, toumau, te kabeabea, bubuti te

The three major lending institutions in Kiribati
are Bank of Kiribati (BOK), Kiribati Provident
fund (KPF), and Development Bank of Kiribati

kaonono These are mixtures of processes,
institutions and norms which cannot be ignored
because of the way they are intrinsically linked to

(DBK). Access to these, especially the BOK and I-Kiribati social life. Many of the inherent values

DBK, are based on ability to provide collateral. have been incorporated successfully into micro
Because many individuals on their own do not schemes and could be valuable lessons for the
have steady income, they would fall back on their future. However, one has to be careful that these

working relatives to use their

collateral.

This system allows for the use aiu andmwenga
networks as acceptable cultural assets in the

salaries as traditional
exploited to serve personal ends because this has
the potential to
instability.

elements are not manipulated or

invoke conflict and create

commercial sphere. In a way this encouragesSome recommendations for the use of traditional

income generation while at the same
strengthens traditional family and kinship ties.
6.10 Recommendations for micro
scheme and tradition

The dynamics of social change in Kiribati
necessitates a careful look at some of the ways in
which traditional and modern institutions and
practices interact. It is really that area of
interaction which is important to focus on
because it is where most of the changes are taking
place. Changes towards modernity in the Kiribati
communities are not total nor are there
communities still in a state of unchangipgre
tradition. There are different degrees of
transformation shaped by internal agencies such
as individuals seeking to improve their own lives
do better for themselves or by government.
policies and global economic imperatives.

The important thing to remember is that certain
traditional institutions, practices and particular
forms of social engagements are as relevant today
as they were since the period of first contact with
Europeans, although the degree of significance
may have changed over the years. Becausa
traditional social protection philosophies and
mechanisms in Kiribati are family and
community based their rate of change needs to be
seen in the context of the changing patterns of
family and community needs. Change in Kiribati
is not strictly unilineal but involved a continuing .
process of embracing new systems and a
conscious attempt to hold on to old norms, a
desire to modernize yet a concurrent desire to
maintain traditional identity.

Some forms of traditional social protection

practices which have survived and continue to be
functional in the modern context include the
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it systems of social protection:

There should be an ongoing assessment and
monitoring by government, civil society
organizations and community groups of how
micro schemes and traditional forms of
social protection reinforce or negate each
other over time. This would enable them to
gauge some of the productive and positive
aspects which could be encouraged,
nurtured and replicated within the country.
Likewise there are some negative aspects
such as manipulation of kinship links by
certain members of thatu which tend to
undermine entrepreneurial principles thus
leading to the collapse of some micro
schemes.

The extended familyuu) should be the
focus of the micro schemes because of the
existing social networks which would make
it adaptable. This should be encouraged by
the government, especially in the context of
scarce resources and limited skills in
Kiribati.

People must be empowered to feel that the
projects are for the benefit of théu and
innovative ways such as collective
entrepreneurship must be used to ensure the
success of the projects.

While a comprehensive policy relating to

preservation of traditional culture at the

broad level has been put in place in Kiribati,
there should also be a conscious effort to try
and specifically revive some of the

traditional means of social protection

deemed appropriate in the modern era.



* Aid donors should be conscious of the
significance of traditional forms of social
security and try to facilitate them in any
social security programs they intend to fund.

6.11 Summary of findings and major
recommendations .

The study has shown that traditional culture still
plays a significant role in the daily lives of Haxi
people. There is a complex process taking place
where on one hand there is the influence of
modernity and all its manifestations and on the
other hand is the desire of Pacific people to
maintain aspects of their traditional culture as a
way of reinforcing their group and individual
identity. Traditional forms of social protectiorear
linked to the broader processes of socio-economic
exchange and socio-political stability. This studye
has identified a number of significant aspects of
tradition and social protection from the five
countries studied which deserve attention.

6.12 Key findings

The complex inter-relationship  between
traditional and the modern expresses itself in
virtually all aspects of Pacific community life,
including the socio-political system, economic
system, systems of social security, gender
relations, etc. Over the years islanders have
selectively chosen aspects of both which they find
most convenient and workable when dealing with
issues of everyday life. For instance, in the case
of Samoa, traditionahatais(chiefs) are the only «
ones mandated by the constitution to become
parliamentarians. In  Fiji and Vanuatu
institutionalized systems of chiefly leadership to
complement the mainstream political system
exist. Many people survive by engagingsiocial
dualities such as subsistence and market
economies, individual entrepreneurship and
communal participation, profit maximisation and
redistribution etc.

Traditional culture and customs are not seen
as belonging to the past but as living and
operational phenomena  which  serve
contemporary needs. At the same time it can
be used to define identity in a fast changing
and increasingly complex world.

Dramatic changes in the Pacific since
independence have re-shaped the way
tradition is conceptualized, operationalized
and adapted. Pacific cultures do change and
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these changes have been due to the adaptive
nature of Pacific people to the emerging
challenges of globalization and modernity.
Some aspects of culture such as land rights
have evolved only as far as the needs dictate.

Traditional Pacific societies are organic and
integrated in the sense that no particular
aspect, whether it is political leadership or
socio-economic exchange, is autonomous.
Instead these aspects are all intrinsically
linked. For instance one’s political status

depends on exchange for sustainability and
legitimacy. Structure of society is linked to

kinship relations and landownership is linked
to status and kinship links etc. To change one
means changing other aspects as well.

The country studies show that traditional
systems of social security are closely linked
to systems of political governance, socio-
economic exchange, gender role, conflict
resolution mechanisms etc. Traditionally,
there were no institutionalized systems of
social protection as such but each component
of social life (exchange, governance etc.) had
a role in social protection. The entire kinship
system itself, whether referred to as
veiwekaniin Fiji or fa’a Samoain Samoa or
wantok in Vanuatu and Solomon Islands
provide the foundation of social protection
which sustain individuals and groups on a
daily or occasional basis.

Traditional forms of social protection are still
very much practiced today in a variety of
forms as we have seen in the country studies.
They play a number of important parts by
subsidizing the demands of the market
economy and cushioning the impact of
economic pressures on the families
concerned. They also allow for circulation
and reproduction of certain traditional goods
which would have otherwise disappeared.
They also help to maintain social coherence
at a time when families are disintegrating as a
result of economic pressures. Furthermore,
they provide a sense of belonging and
identity for people.

Traditional forms of social protection exist in
various forms such as collective reciprocity
of goods and services, ceremonial exchange,
or even at a level of individual behavioural
disposition where one is expected by custom
to be generous. It can also exist at the level of
cultural philosophy relating to ideals of
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altruism, selflessness, neighbourliness, eto.
The levels of practice and philosophy
reinforce each other.

The study has found that traditional forms of
social organization and norms can be
successfully used to facilitate and promote
micro schemes. One of the demands of the
market economy is individual
entrepreneurship. Many Pacific communities,
because of the integrated communal life they
are part of and used to, find it difficult to
adapt. This has been a cause of failure in
many of the income generating activities.

In all the countries studied there have beenm
considerable successes in the integration of
traditional values such as collective
participation, sharing of resources and social
integration in micro schemes. The integration
between modern female entrepreneurship and
the traditional role of women as custodians of
family welfare has been a significant factor
for success. The use of the chiefly system as
means of legitimization (as in Samoa) or debt
repayment (as in Vanuatu) is another
example. In situations where it is difficult to «
produce assets as collateral the use of social
and cultural collateral has been seen to be
appropriate and workable. Group investment
based on community trust and good relations
have produced positive dividends.

It was also observed that some aspects of
tradition tend to undermine the culture of

savings. Some of these practices such as
fa’alavelave in Samoa can be adjusted to

make sure that the burden on the people is not
too heavy. It is possible to strike a.
harmonious balance between tradition and
micro schemes.

6.13 General recommendations

Governments in the Pacific should recognize
the importance of traditional norms and

practices in micro schemes. Policies relating
to development and micro schemes should
have specific references to this.
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Those micro schemes which have been
successfully integrating the two modes must
be given more support and encouragement
and replicated elsewhere in other parts of the
country. There should be an in depth study of
the reasons why this model has not worked in
some cases and mistakes rectified.

Like in Samoa (where the government has
discouraged the use of small mats for
ceremonies) there should be some
government guidelines (not rigid ones to
allow for people to still make a choice) to
ensure that certain traditional obligations are
not impediments to poverty reduction.

Because many of the micro scheme
organizations operating within the countries
studied operate autonomously, it is important
that there should be a national network set up
by the government to ensure that there is a
uniform national structure and process and
that these organizations (which in some cases
may be competing against each other) can
share experiences and lessons or success and
failure.

To facilitate the national network there
should be a central database which holds
information about micro schemes.

A training manual on tradition and income
generation/business should be produced as
guideline for those involved in group and
collective projects. While people live their
culture, it is important to teach or provide an
analysis of aspects of their own culture which
they have only taken for granted.

Families (nuclear or extended, depending on
the circumstances) should be the primary
target beneficiaries of the micro scheme
projects, although the process may involve
larger groups. For instance, a project may
involve the whole village, the ultimate

beneficiaries would be the families and how
they are able to sustain themselves.
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Chapter 7

7.1 Introduction

ILO Convention 169 for Indigenous and Tri

bal peoples

health. It also identifies some of the shortcomings
of

the convention and provides some

The ILO Convention 169 provides the framework recommendations for possible future review of

for protection and treatment ofribal and
indigenous peoples. The study looks at the

applicability of the convention to the indigenous 7.2

the convention.

ILO Convention 169 and the

peoples of the ILO Pacific members, namely Fiji, Pacific: An overview

Kiribati, Samoa, Solomon Islands and Vanuatu.

This issue is an important one for a number of Article 1 of the ILO Convention 169 of 1989
reasons. Firstly these countries were at some2Pplies primarily to:

point in their history under colonial rule and
under the colonial system their indigenOL@)
institutions, political rights and economic
development were directly controlled by the
colonial powers. Now that they are independent,
it is important to examine the extent and means
by which the indigenous peoples have control of
their institutions as the convention advocates and
the implications of this on the indigenou
population. Secondly, in all the five countries t )
indigenous population constitutes the
demographic majority — in all cases except Fiji,
over 90 per cent of the total population — and hold
political power. Thirdly, because the governments
in these countries are dominated by indigenous
peoples, it is important to see whether the
provisions of the convention applies to them in
the same way that it applies to other indigenous
groups in other parts of the world who are
marginalized and subjugated.

Given the global

tribal peoples in independent countries whose
social, cultural and economic conditions
distinguish them from other sections of the
national community, and whose status is
regulated wholly or partially by their own

customs or traditions or by special laws or
regulations.

peoples in independent countries who are
regarded as indigenous on account of their
descent from the populations which inhabited

the country, or a geographical region to which

the country belongs, at the time of conquest or
colonisation or the establishment of present state
boundaries and who, irrespective of their legal

status, retain some or all of their own social,

economic, cultural and political institutions.

changes since 1957 the

convention is committed to providing the legal

The Fiji situation is the most complex because the'famework for greater autonomy for these
peoples to exercise control over their own

indigenous population was a minority at one stager=-"": . X
in history and also because the applicability ef th Institutions, ~ways of life —and economic
convention has been a subject of debate betweef€VEIOPMeNt and to maintain and develop their
on one hand nationalists who want to use it to!dentities, languages and religions. This is meant
promote Fijian interests and on the other hangt® remove the assimilationist orientation of the
those who argue that the convention is not earlier stant_iards. ‘Many of these peop'les are
applicable due to the politically dominant unable to enjoy their fundamental human rights to

position of indigenous Fijians. In the other the same degree as the rest of the population of
the States within which they live, and that their

countries where the indigenous population makesI | q : h :
up an overwhelming majority, indigenous rights ;‘;’fg \e/?oléiz, customs and perspectives have often

are taken for granted and debate on the subjec
rarely takes place. It is for this reason thateher
will be a more detailed analysis of the Fiji
situation to help clarify the situation.

Article lof the ILO Convention is based on the
assumption that indigenous and tribal peoples in
independent countries who may also be

This chapter aims to examine the links between™Minorities who have —been — marginalized

the ILO Convention 169 and the situation of €conomically and politically by dominant
indigenous peoples in the Pacific. In particular it institutions and cultures introduced from outside.

dt is assumed that these groups still maintairr thei

makes references to issues of social security an . i : X ]
y inherited cultures which can be differentiated in

97



Introduction and Social Security Review

one way or another from other cultures. Clearl ‘ y
the convention is conscious of the sociof Yanuau NREILE e mzj'grit
economic, political and cultural marginalization y

of certain tribal and indigenous groups in
situations where they have been assimilated intd
dominant cultures and systems and calls for their
self-determination, at least to the extent of
controlling their own cultural inheritance,
institutions and means of livelihood. This applies a >
. o & d @ >

to many tribal and indigenous groups who have N\ S

.. . . N @Ib’ O Q,(‘
been victims of colonial and post-colonial P 3
domination and whose rights have been| countries
undermined.

Proportion of indigenous population
150

100 — —
50 —’—
0 ‘

&

Percentage

‘D Indigenous B Non-indigenous‘

In the Pacific the convention has not really S_O_ubrcesr Derived Ifrom N?tiogal %ensus Reports for Fiji,
provoked any intensive debate because, except iff"°at Samoa, Solomon Islands and Vanuatu.

the case of Fiji, in many cases becaus:_a of the‘l’he minorities are largely non-indigenous
predominance of the indigenous population, themigrants or those of indigenous and non-

situation of the indigenous peoples have always. .
been taken for granted. Although most Pacific indigenous mixed _ blood. Only Fiji has a

L . relatively large non-indigenous population of 48
societies have been under colonial rule at some y larg 9 pop

point in their history, the indigenous populations Fl)gr Csrntcve\;/mlerézee%tt?\% goi?:irl')ii hgve é?sietr?tén
have been the politically dominant, although P P y: ' P '

N . . Samoa, 7 per cent; Solomon Islands 6 per cent;
significant economic power in some parts of the ) .
, , ..~ and Vanuatu, 2 per cent. Figure 2 shows details of
economy maybe in the hands of various minority

groups. Perhaps the most unique situation is Fijithe non-indigenous population.

where the indigenous population was a minority
from 1946 to 1996. Figure 1 (table and bar graph)
shows the proportion of indigenous population in
the five countries. Fiji has a slight majority d 5
per cent while Kiribati, Samoa, Solomon Island

Table 7.2 Proportion of non-
indigenous population for Fiji, Kiribati,
Samoa, Solomon Islands and Vanuatu.

. L Non-indigenous % in relation to
and Vanuatu all have overwhelming majorities of Country groups total population Status
over 90 per cent respectively. The numerica Fij Indo-Fijians, Others 48 Big
superiority of the indigenous groups have alway —— — msinofilfy
H H iribati uvaluan, mal
been a feature of these countries sinc European, Kirbati- ey
independence, except for Fiji which has been Tuvaluan, Kiribati- >
bi-polar society where two major ethnic groups S = dOtEEFS . ——
have always dominated the demographic as we "% e, =tiopean minority
as political landscape. The Indo-Fijian populatior] soclomon Polynesian, Small
overtook the Fijian population in 1946 and thig| Islands Ch_MiCTOTEesian' minority
reversed after 1987 as a result of Indo-Fijiar Mived othor 6
migration out of Fiji following the 1987 | Vanuaw Part-Ni Vanuatu, Small
nationalist military coup. Other Melanesian, minority
Polynesian, 5
) o Micronesian,
Table 7.1 Proportion of indigenous Europeans,
i i if ; Chinese,
population in Pacific countries Viethamese, Others
Sources: Derived from National Census Reports for Fiji,
Country Categories % of pop’'n StatlSribati, Samoa, Solomon Islands and Vanuatu.
Fiji Fijian 52 Slight
ma;‘ﬂbaart from their numerical superiority, the
Kiribati IKiribati 98 Bigndjgenous populations also dominate political

majgower. This has been the trend since
Yindependence, except for Fiji where competition

Samoa Samoan 93 Big .
maj@v€Er political power between Fijians and Indo-

yFjjians has been a dominant feature of the
Solomon Islands Melanesian Solomon 94 Big
Is. majorit
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political system and a fundamental cause ofbackground of the maternal parent. This is also
instability. the case in other countries, except in matrilineal
communities in Vanuatu and Solomon Islands
where maternal influences are very strong.
7.3 Local definitions of indigenous
The application of the convention to the
Ethnic and social identity is usually defined eithe indigenous situation in the Pacific is not as clear
internally by the group itself or externally by cut as maybe assumed. This is partly because in
others. Article 1(2) of the convention emphasizesall the Pacific countries concerned, the
the importance of internal identity thus: Self- indigenous community is the dominant group.
identification as indigenous or tribal shall be The case studies which follow attempts to throw
regarded as a fundamental criterion for some light into the issue.
determining the groups to which the provisions of
this Convention apply. Self-identification of 7.4 Case study: Fiji
indigenousness is reflected in the official
government categorization (such as in the Of all the five Pacific island countries, Fiji has
national census reports) of the respectivethe most mixed population with a bi-polar
countries: Fijian in Fiji; I-Kiribati in Kiribati;  tendency compared to the others which are
Samoan in Samoa; Melanesian in Solomonpredominantly indigenous. The population trend
Islands and Ni-Vanuatu in Vanuatu. since 1881 is shown in the Figure 7.1.

The question of whether those with mixed
indigenous blood are classified as indigenous can
be a problematic one. In Fiji one automatically
becomes a Fijian in a situation where the father is

Fijian
regardless of Population trend in Fiji 1881-1996
the
— 500000
Figure 7.1 % 400000 e Fijian in Fiji, 1881-
Relat 'S 300000 /ﬁ —m Indian 1996
ive size and g8 200000
increase in s 100000 - Others
1 © O 4 I T T T T T T
population =
1 2 3 4 5 6 7 8 9
Number of census 1881-1996:1
(1881),2(1901),3(1921),4(1946),5(19
56),6(1966),7(1976),8(1986),9(1996)

‘thnicity 1881 1901 1921 1946 1956 1966 1976 1986 1996

Fijian 14,748 4,397 4,475 18,070 48,134 02,176 59,932 29,305 93,575

Indian 588 7,105 0,634 20,414 69,403 40,960 092,896 48,702 38,818

Others 12,150 8,622 2,157 21,157 28,200 33,591 35,240 37,366 42,684

Source: 1996 Census of Fiji, Bureau of Statistics: 29

The graph shows the continuing dominance of close to 60 per cent of the population, a relayivel

two ethnic groups (Fijian and Indo-Fijian) in Fiji. large majority.

The Indo-Fijians outnumbered the Fijian

population in 1946 and by 1996 the trend The Others category consists of a number of

reversed. From 1996 onwards Fijians became theminority ethnic groups officially classified as

majority and given the current rate of Chinese, Europeans, Part-Europeans, Rotumans

demographic shift it is projected that by 2010 the and Pacific Islanders. Their respective sizes are

indigenous Fijian population would make up shown in Table 7.3. These groups constitute
about 5 per cent of the total population.
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Table 7.3 Fiji's population by ethnicity, 1881-1996

Ethnicity 1881 1901 1921 1946 1956 1966 1976 1986 1996
Chinese + + 910 2,874 4,155 5,149 4,652 4,784 4,939
Europ. 2,671 2,459 3,878 4,594 6,402 6,590 4,929 4,196 3,103
Fijian 114,748 94,397 84,475 118,070 148,134 202,176 259,932 329,305 393,575
Indian 588 17,105 60,634 120,414 169,403 240,960 292,896 348,702 338,818
P-Europ. 771 1,516 2,781 6,142 7,810 9,687 10,276 10,297 11,685
Rotuman 2,452 2,230 2,235 3,313 4,422 5,797 7,291 8,652 9,727
Pacific Is 6,100 1,950 1,564 3,717 5,320 6,095 6,822 8,627 10,463
Other 156 467 789 514 91 273 1,270 810 2,767

Total

127,486 120,124 157,266 259,638 345,737 476,727 588,068 715,375 775,077

Source: 1996 Census of Fiji, Bureau of Statistics

7.5 The indigenous question gave Fijians a sense of ethno-political

distinctiveness compared to other ethnic
The figures show that the Fijian indigenous groups. This became the basis for future
population was a minority for about 50 years nationalistic mobilization.

(1946-1996). The question remains as to whether
the situation of Fijians within the 50 years of «  The colonial system locked Fijians into

demographic minority status could be said to communal village life, under chiefly tutelage,
constitute a situation of marginalization. This has which marginalised them from mainstream
to be seen in the broader socio-economic and economic development, professional
political dynamics of the colonial and post- development and education and as a result
colonial situation. The British colonial system, they continued to lag behind other ethnic
which was established in 1874, had a number of groups in these areas. Over the years these
significant characteristics outlined below. became the basis for nationalist grievances

and political conflict.
Through the centralized colonial state a
homogeneous collective ethnic identity was  The protective policy of the colonial regime
created. The Fijian administrative structure set gave way to the doctrine garamountcy of
up under the 1876 Native Ordinance became Fijian interest which argued that as
the institutional means of political, social and  indigenous people Fijians had the right to be

cultural collective identification. treated preferentially and later this was
interpreted as the right to assume and
The colonialnative policyacted as arotective maintain political power and dominance.

mechanism to shield Fijians from the excess of

Western influence. For instance Fijiarv.6 Economic situation of indigenous

communal land was declared inalienable andFgjians

number of Fijian institutions such as the Great

Council of Chiefs and Fijian Administrationlt has been argued that Fijian political supremacy

were set up to ensure that Fijians were kepilas a way of balancing their economic

within the bounds of their customary systemsmarginality. While the colonial policies provided
protection for Fijian interests, it also created

The traditional socio-political structure,conditions for economic retardation. However,

specifically the chiefly system wasover the years, especially after independence,

reconfigured to suit the demands of thattempts have been made to redress the

colonial administration. In many ways thigmbalance. A few examples here may suffice.

consolidated the power of chiefs and

institutionalized the chiefly system as part ofAs shown in Table 7.4, the per capita cash income

the state structure. of Europeans and part-Europeans in 1953 was FJD
468, followed by Chinese (FJD 279), who were
The protective colonial systemmostly shopkeepers, and then Indo-Fijians (FJD

institutionalized ethnic separation and also
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113), while indigenous Fijians had the lowest pel5 per cent and Indians 53 per cent in 1986 and 54
capita of only FJD 60. per cent compared to 47 per cent respectively in
1996.
Table 7.4 Estimated per capita
income by ethnicity, 1953 (FJD) Table 7.6 Ethnic distribution of
"middle class" occupational category,

1986 and 1996

Income per

head Income per
Ethnic Group (Cash & head
subsistence) (Cash only) gccupational Fijian Indian

Indigenous Fijians 121 60 ategory

Ind(?—Fijians ’ 128 113 : 1986 1996 1986 1996

Europeans/Part- 468 468 Managerial 487 1,292 1,603 4,548

Europeans (23 %) (22 %) (76 %) (78 %)

Chinese 302 279 Professional % 7,124 13,699 8,450 12,351

Other Categories 147 113 Technical (45%) (53 %) (54 %) (47 %)
Total 7,611 14,981 10,053 16,899

Source: “The Pattern of the Fiji Economy, The National Income, (43%)  (47%) (57 %) (53 %)

1950-53.” Fiji Legislative Council Paper No.44 of 1956. Source: Fiji Bureau of Statistics, 1989; 1998.

Disparity was also visible in professional posiionan area of disparity is in the corporate sector
as shown in Table 7.5. In 1958, of the total numbWhere Fijians constitute a Significanﬂy small
of lawyers, doctors and dentists, there were minority compared to Indo-Fijians. For instance
Fijians, 58 Indo-Fijians, 1 Chinese, 2 Partas Table 7.7 shows, of the various managerial
Europeans and 74 Europeans. By 1966, only fogéitegories surveyed Fijians made up 22 per cent

years before independence, the ethnic proportiondgmpared to 78 per cent for Indo-Fijians.
relation to a number of middle class professions

were as follows: lawyers (0 Fijian to 38 Indo-
Fijians), doctors (1 Fijian to 12 Indo-Fijians) and
dentists (1 Fijian to 8 Indo-Fijians). Table 7.7 Ethnic distribution of

corporate managers by category, 1996
Table 7.5 Numbers qualified in

selected professionals by ethnic group, Man. Category Fijian (No.) (% Indian (No (%)
1958 Directors/Chief 196 18 879 82
Executives
Small business 568 20 2,344 80
Ethnic Group Lawyer. Doctors Dentists | Total managers
Fijians - 1 1 2 Specialist managers 193 40 285 60
Indo-Fijians 38 12 8 58 Other department 335 24 1,040 76
Chinese - 1 - 1 managers
Part-Europeans i il - 2 Total 1202 |22 4548 78
Europeans 17 51 6 74 Source: Fiji, 1998:175
Total 56 66 15 13

Source: Fiji Legislative Council Papers No.1 of 1960: 12. . . . .. .
I -ed P Disparity was also observed in the distribution of

éaxi permits where Indo-Fijians tended to dominate
as shown in the figures from 1988 to 1994. But as a
sult of the government affirmative action polgie

The low number of Fijians in the middle clas
professions was indicated by income distribution.
1967 for instance only 4 per cent of those wit?

income above FJD 5,000 were Fijians compared $§/C€ 1987 and the ministerial order to freeze

16 per cent for Indo-Fijians, 38 per cent Europeaﬂéanting_Of.lndo'Fijian Per.”?“s in 1990 Fijian_taxi
and 24 per cent Chinese. At the same time Fijiaﬁ nership increased significantly from a ratio of

predominated in the low income bracket (FID & out 1:10 ?n 1988 o abc')ut'1:3'in 1994. Table .7'8
1,000). shows details of ethnic distribution of taxi permnit

from 1988 to 1994.

As Table 7.6 shows, the disparity in the managerial
positions in 1986 was obvious with Fijians

constituting only 23 per cent and Indians 77 per
cent. This disparity continued (in fact slightly

worsened) in 1996 with Fijians making up 22 per
cent and Indians 78 per cent respectively. However,
for the professional and technical staff the
proportions are almost equal with Fijians making up
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Table 7.8 Distribution of taxi permits Table 7.10  Civil service appointments,
by ethnicity 1991-1994
Year Fijian Indian Others Total Year Fijian / Per  Indian/ per Total
1988 272 2,265 49 2,586 Rotuman cent  Others cent
1989 272 2,265 49 2,586 1991 594 586 417 414 1011
1990 289 (+17)  2260(5) 37(12) 2586 1992 1182 580 857 42 2039
1991 399 (+110)  2274(+1 87(ni) 2,710 (+12 1993 892 577 657 423 1546
1992 554 (+155) 2279 (+5 46(+9) 2,879 (+16 1994 631 572 472 428 1103
1993 748 (+194) 2,235 (-4« 107 (+61) 3,090 (+21 Source: Fiji PSC, 1995:16
15Jun94 988 (+240) 2,239 (+4 124(+17) 3,351 (+26
16Aug94 1,100 (+112) 2,239 139 (+15) 3,478 (+12 .
11Nov94 1234 (+134) 2239  153(+14) 3,626 (+14 Table 7.11  Total number of staff in the
31Dec94 1,289 (+55) 2,239 155 (+2) 3,683 (+57 civil service by ethnicity
Source: Fiji Dept. of Road and Transport, 1994: 18.
L. . . . . Year Fijian per Indian per Total
The distribution of various occupations in Table Rotuman cent Others cent
7.9 shows that while there are various degrees ]gg; gggg ggg ;328 23421 ]sfﬁ?
disparity between Fijians and Indians in the o3 g 56.8 7317 432 16948
categories shown, by and large there is an equ 1994 9,709 57.2 7,261 428 16,970
share of the respective occupations. Source: PSC, 1995:15
economically active by ethnicity (Indo- wholesale as well as in agriculture, especially
Fijians and Fijians only), 1986 cane and rice farming. Nevertheless Fijians have
in the last few years made tremendous inroads
Occupational Category Fijians _ Indians __ Total into these areas as a result of the affirmative
: : (%) (%) action policies of the government. However, there
Professional, technical and ® ¥ e are still aspects of economic development which
Administrative and managerial 23 76 2,090 are still causes for Fijian grievances which have
Clerical and Related workers 38 62 13,726 in recent times become the basis for political
Sales workers 26 74 13,832 L . .
Service workers 60 40 14479 mobilization and conflict. Because the
Agriculture, animal husbandry, 60 40 102,614 government has always been Fijian dominated,
forestry workers and fishermen int i i
Production, related workers, 56 44 28,268 except for a'short stint in 1999 to 200.0’ it hael th
fransport equipment operators and power to directly address the socio-economic
{;avboll:rers dassifed b " " . situation of indigenous Fijians through
OrKers not classiiied by J . . . )
ST S U e p_r'e_:ferentlal policies. The rea(_:tlon from Ind_o
Total 56 44 203,991 Fijians has usually been negative often labelling
Source: Calculated from Fiji Bureau of Statistics, 1989:52. affirmative action policies as being “racist.”

The occupational category which has a clear Fijigny Political power
dominance is the civil service. There was a

deliberate attempt after the 1987 military coup tgince independence in 1970 political power has
allow for more Fljlan recruitment into the CiVi|a|WayS been in the hands of the indigenous
service and the 1990 Constitution decreed th@jfjians. The first Prime Minister was Ratu Sir
Fijians should constitute at least 51 per centhef tkKamisese Mara, an Oxford educated Fijian
total number of civil servants. Table 7.10 showes ttharamount chief who ruled for 13 years until his
number of appointments made in the civil servicglliance Party lost the election in 1987. The Fiji
from 1991 to 1994 and Table 7.11 shows the totedbour Party-National Federation Party Coalition
number of staff in the civil service from 1991 tqyon the election and Dr Timoci Bavadra a
1994. In both cases Fijians cIearIy dominated. T%mmoner F|J|an became prime minister. The
trend continues to this day. Currently, more th@n &oalition lasted a month when the military, under
per cent of civil servants are Fijians. The imbe&nthe then Lt Colonel Sitiveni Rabuka, staged a
continues as a result of resignations and migratigdllitary coup in support of Fijian nationalist
of Indo-Fijians out of the country. agitation against the largely Indo-Fijian
government. Since then political power remained
in the hands of indigenous Fijian political parties
until 1999 when the Fiji Labour Party once again
achieved victory at the polls prompting another
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nationalist coup a year later in May 2000. Again a institutions. Although there have been acts of
Fijian political party, the Soqosogo Duavata ni injustice done to Fijians in the past such as
Lewe ni Vanua (SDL) in coalition with the alienation of their land, attempts have recently
nationalist Matanitu Vanua Party took over been initiated to address this. A lands claim
political power after the 2001 election. tribunal will be set up to look into land claim
matters. Fijians continue to control their own
Fijian political aspirations have been largely affairs through the Fijian Affairs Board, Ministry
driven by the notion of protection of indigenous of Fijians Affairs, Great Council of Chiefs
values through the dictuaramountcy of Fijian  (GCC), Presidency (who is normally a Fijian
interests which argues that as the indigenous appointed by the GCC), Native Land Trust Board
people the Fijians have the automatic right toand other institutions and socio-cultural
perpetual political power. In addition to this are processes. In fact over the years indigenous
socio-economic grievances and distrust of Indo-Fijians have been able to achieve many of the
Fijians to rule over them fairly. Thus, whenever aims of the convention, through empowering
political control shifted from their hands there policy initiatives, affirmative action and
was a tendency to mobilize politically to reclaim unfortunately through the use of force during
lost power and twice this had led to coups. Thecoups. Thus at one level the provisions of
use of force to overthrow elected governmentsConvention 169 for indigenous empowerment are
has been justified as serving the interests of thealready being carried out within the Fijian

indigenous population. community. At another level, the spirit of the
convention which is geared towards marginalized
7.8 Relevance of ILO Convention 169 tribal and indigenous groups may not strictly

apply to the Fijian situation because of the
A number of factors need to be taken into dominant position.
consideration when assessing the relevance of
Convention 169 to the Fiji situation. The use of the convention in the past to promote

Fijian interest has been largely due to the
Assessment of the socio-economic situation,different interpretations of Article 1(a).
especially in the area of employment and businessAdvocates of Fijian supremacy have identified
shows that while Indo-Fijians are more dominant this section to legitimize not only Fijian
in the corporate sector Fijians generally dominateempowerment, beyond that, Fijian hegemony.
in the public service and are on par with Indo- Article 1 can be interpreted liberally to refer to
Fijlans in various occupational categories. The any indigenous or tribal group, no matter what
affirmative action policies of the government their situation is. The key to contextualizing and
over the years have helped to consolidate a Fijiarspecifying the target groups described in Article
middle class whose professional and (1, 2 and 3) may be found in the second
entrepreneurial skills are quickly matching those paragraph of the preamble which talks about
of other ethnic groups. The 1997 UNDP researchadoptinginternational standardgo remove the
on poverty found that the average income for assimilationist orientationof the earlier era. In
indigenous Fijians was lower than that of Indo- the field of sociology of ethnicity, assimilatios i
Fijians but for about half the Indo-Fijian usually associated with minority ethnic groups or
households the number was higher than that ofsometimes politically weak majorities absorbed
Fijian households in the lower 5 (1-5) deciles. either by force or other means and circumstances
However Indo-Fijians tend to dominate the very to dominant ethnic groups or social systems.
high income bracket. Many minority indigenous and tribal groups have

become both minorities as well as politically
Politically Fijians have always dominated disempowered in their own countries while in
political power. With their numerical superiority some cases the indigenous are still the majority
now assured for the future as a result of continuedbut are significantly powerless in the face of
migration of Indo-Fijians abroad, future political hegemonic economic, political and military
supremacy of Fijians is more or less guaranteeddomination by others.
While Fijians lag behind in various economic
activities, they are not economically oppressed orFurthermore, the preamble refers to the target
forcefully marginalized. They are also far from groups thusThese peoples are unable to enjoy
being politically oppressed given their dominance their fundamental human rights to the same
of politics as well as their own cultural degree as the rest of the population of the State
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within which they live, and that their laws, values indigenous and tribal and some are not. One
customs and perspectives have often been erodedvould assume that there is commonality in
perception and principles within and between the
In Fiji the indigenous Fijians still enjoy politita various UN agencies including the ILO especially
supremacy and full political rights and are not in relation to the common aim of protecting the
assimilated into an oppressive culture, althoughminority and vulnerable groups including the
over the years some extreme nationalists oftenindigenous and tribal groups.
referred to Indo-Fijians as being oppressive. The
Indo-Fijian culture has historically developed However, a significant feature of the minority
separately but does not pose any threatgroups in Fiji is that they are not indigenous to
whatsoever to the marginalization or destruction Fiji nor are they tribal groups with original socio
of Fijian culture, although there has always beencultural roots in the country. They are mostly
a sense of cultural supremacy of Indo-Fijians overdescendants of migrants from various parts of the
Fijians. Indo-Fijians often stereotype Fijians as world such as Britain, Europe, Asia (especially
lazy and stupidungali (bushmen) while Fijians India), Pacific Islands and other places.
stereotype Indo-Fijians as cunning, selfish andInterestingly, many of them have Fijian maternal
greedy. The co-existence of the two cultures,blood and are not officially classified as
despite their differences has had the potential toindigenous Fijian, except if they are formally
strengthen rather than destroy each other. accepted and registered by the motherataqgali
(extended family group) in theola ni kawabula
The indiscriminate use of the ILO Convention the Fijian land and population register kept by the
169 by Fijian nationalists to justify political Native Lands Commission.
supremacy can be attributed to the lack of clarity
of the provisions of the convention leaving much The minority groups in Fiji make up about 43,000
to be assumed. While it identifies thmligenous  or 5 per cent of the population. These groups are
and tribal as target groups it does not clearly listed in Table 7.12
stipulate what sort of indigenous or tribal peoples
are referred to. Thus either people take theThe most economically prosperous and politically
definitions of these terms at face value or powerful of these are the Europeans, part-
carefully search the other clauses of the Europeans, Chinese and Asians (such as Burmese

convention for clarity. and Filipino) while the rest are largely
marginalized groups. These marginalized groups
7.9 Other minorities in Fiji have a number of common characteristics:

Minorities in Fiji are collectively categorized and « They have been in Fiji for periods ranging

referred to a®thersor General ElectorsA from a century or more to a few decades only,

minority group is defined by UN Rapporteur but are numerically inferior to the rest of the
Capotorti as: population.

e Most of them possess ethnic and cultural

a group numerically inferior to the rest of the characteristics, which make them different

population of the state, in a non-dominant  from the rest of the population, despite years
position, whose members — being nationals of  of social interaction.

the state — possess ethnic, religious or. Some of them are slowlgisappearingas a
linguistic characteristics differing from those result of absorption through marriage and
of the rest of the population and show, if only  cultural assimilation into other communities.
implicitly, a sense of solidarity directed . \ost of them have been deprived of political

towards preserving their culture, traditions, recognition as distinctive ethnic groups in
religion or language’ their own right as a result of their inferior
This definition is very similar to the ILO 169 numerical  status and weak political
definition of indigenous and tribal groups. While bargaining position. They have been

one talks of indigenous and tribal groups another ~ collectively labelled simply asOthers or

talks about minorities. Some minorities are Generals Voters
* Most of them have been economically

underprivileged as a result of lack of

34 . . .

United Nations. 1991. Study on the Rights of Person i s
Belonging to Ethnic, Religious and Linguistic Minorities. New development. pOIICIe.S targeted specmcally
York: United Nations. UN Sales No. E.91, XIV, para 568. towards their part|cular needs. Due to
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political and economic neglect, many like the
Melanesians are entangled in the vicious
cycle of poverty.

e Most are landless as a community anc
continue to depend entirely on the generosit
of some Fijian landowners, churches anc
other organizations, who provide them with
land. Lack of land security contributes to
their  socio-economic  marginality and
vulnerability®.

Table 7.12  List of minority
communities and brief historical
background.

Community Brief background

Asian This is a very small minority, which consists
of Filipinos, Burmese and other Asians who
have taken up Fiji citizenship. They are
mostly professionals.

Banabans Mostly live on Rabi Island. Others live in
various urban centres around Fiji. They
were relocated to Rabi in the 1940s after
their homeland, Ocean Island (in Kiribati),
was used for phosphate mining.

Chinese K

The ‘first wave' arrived in the early 20
Century and the ‘second wave’ arrived in
the 1980s and 1990s. They are mostly
businessmen and commercial farmers.
European Some have been in Fiji since the 1800s
and others came later. Europeans are
mostly  involved in  business and
professional occupations.

Small communities of Gilbertese have been
in Fiji for several decades. They have
largely been ‘invisible’ from mainstream
national life.

Gilbertese

Melanesian They are descendants of labourers
forcefully brought to Fiji to work in
plantations during the 1800s ‘blackbirding’
era. They largely live in communities
around the main urban centres and also

some rural areas.

Part-
European

These are those of mixed European and
Fijian descendants, usually of Fijian
matrilineal linkage.

These are those of mixed Chinese and
Fijian descendants, usually of Fijian
matrilineal linkage

Part-Chinese

Rotuman Sometimes classified as ‘Fijians’ and
usually accorded the same privileges as
Fijians.

Samoan Most have been in Fiji since the early

1900s and live in isolated small
communities around Fiji. Samoans who
came to Fiji two centuries ago have been

% See Ratuva, S. 2005. Ethnicity, National Identity and
Church Unity: The Case of Fiji. Suva: World Council of
Churches.
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Community Brief background
absorbed into the Fijian community over
the years.

Tongan Tongans have been in Fiji for a number of
centuries and have been absorbed through
inter-marriage and cultural mix over the
years. However, some of the late- comers
now live in isolated communities.

Tuvaluan Many live on Kioa Island and some live in
isolated communities around Suva.

Wallis and Many of these live in communal

Futuna settlements such as the one in Tamavua.

Many have been gradually absorbed into
the Fijian community through marriage.
Source: Ratuva (2000)

Because the convention focuses on indigenous
peoples, it does not cover the plight of migrants
who were indigenous elsewhere (such as
Solomon Islands) and resettled in Fiji. Their
situation in terms of economic prosperity,
political power and social status is generally
inferior that that of indigenous Fijians. While
some integration has taken place, many still live
in isolated communities around Fiji and maintain
communal identities which have kept them
distinct. It is important that the Convention 169
also address the plight of such people.

7.10 Case study: Kiribati

About 98 per cent of the population of Kiribati is
classified as indigenous I-Kiribati. The other 2
per cent, as Figure 13 shows consists of minority
groups such as Tuvaluans - 0.4 per cent;
European - 0.12 per cent; part-Kiribati-Tuvaluan-
0.9 per cent; part-Kiribati with others - 0.6 per
cent; and other ethnic groups - 0.3 per cent. The
I-Kiribati population shares a common language
with slight variation from locality to locality.

Apart from being the demographic majority the
indigenous |-Kiribati are also politically and
economically dominant. They control most of the
land and resources and there is virtually no
competition over control of these from the other
ethnic groups.
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Table 7.13  Population distribution in
Kiribati in terms of ethnicity, 1995

Chinese, despite their small number control a
sizable portion of the economy. The minorities
such as the Micronesians, Europeans and Chinese

Ethnic group Number Percentage are descendants of migrants. The European
T = o population first established itself in the 1800s

TOvEED 273 04 while the Chinese first arrived in the early 1900s.
European 119 0.2 The Micronesians were resettled in the Solomon
Part Kiribati- ke e Islands after the Second World War.

Tuvaluan

Part Kiribati- 452 0.6 . . .

Others Only the Polynesian community has been in the
gfft‘eftst _ 21431 (?-031 Solomon Islands since time immemorial. They
ot state : : - : . -

Total 77 658 00 still maintain a separate identity, language and

culture in relation to the rest of the population.
Despite their small number they are treated the
The requirements of the convention are alreadysame as all other citizens. In terms of commercial
taking place. The I-Kiribati people have total and professional achievements they are on
control of the state, economic developmentaverage better off than the indigenous
policies and socio-cultural institutions. Thereais Melanesians.

major programme by the government to increase

people’s consciousness and appreciation of theirThe indigenous Melanesians in the Solomon
culture through cultural education in schools and Islands have control of the political, economic
public awareness programs. The social securityand socio-cultural institutions. The social segurit
programmes such as micro-finance and healthand health programmes are largely geared
care are largely targeted towards the I-Kiribati. towards the indigenous communities. However,
These programmes already fulfil the provisions of in the recent past there have been political
the convention and there is no need for furtherconflict between people from different islands (in
compliance. In this sense Convention 169 doesparticular those from Guadalcanal and Malaita) as
not really apply to Kiribati. a result of competition over land, resources and
power. Although there are about 100 languages
and sub-cultural differences there is a general
philosophy of wantokism (one people) which
About 94 per cent of the population of the binds the indigenous Melanesians into a coherent
Solomon Islands is indigenous Melanesian who Social group.

speak about 100 different languages. The rest of

the population consists of Polynesians - 3 perGiven the dominant position of the indigenous
cent; Micronesians (from Kiribati) - 1.2 per cent; peoples and the pro-indigenous orientation of the
Chinese - 0.1 per cent, European - 0.16 per centgovernment, the Solomon Islands already fulfils
mixed blood 0.7 per cent and others 0.1 per centthe underlying requirements of the convention
The population distribution in terms of ethnicity and thus does not need to comply with the
is shown in breakdown is shown in Figure 7.14. existing provisions. The convention therefore
may not apply in this case. It may not even apply
to the minority groups many of whom are

Source: Secretariat of the South Pacific Community, 1995.

7.11 Case study: Solomon Islands

Table 7.14  Solomon Islands population

distribution by ethnicity, 1999 migrants.

5:23:: Number  Percentage 7.12 Case study: Samoa

lelanesians [ 94.4 The total indigenous population of Samoa is
>olynesians 12,257 3 . .

ficronesians 4,906 1.2 162,000 which is about 92 per cent of the total
*hinese 464 0.1 population of 177,000. The other officially
LS o0 05 recorded minorities are part-EuropeafAsakas)

rthers 435 0.1 who make up 7 per cent of the population and
lot stated 696 0.17 Europeans who make up 1 per cent. These are
‘otal 409,402 100

Source: National Census Report, 2000. shown in Flgure 7.15.

The Melanesians have remained politically
dominant since independence, although the
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Table 7.15  Samoan population 7.13 Case study: Vanuatu
distribution by ethnicity, 2001
As shown in Figure 16, 98 per cent of Vanuatu’s

Ethnicity Number Percentage population consists of the indigenous Ni-
gg:\tﬁ_oan 1%238 95 Vanuatu. The small minorities consist of part Ni-
v ’ Vanuatu - 0.22 per cent; other Melanesians (such
European 1,770 1 as Fijians and Solomon Islanders) - 0.11 per cent;
Total 177,000 100 Polynesians-0.06 per cent; Micronesians - 0.03
Source: National Census Report and other sources. per cent; Europeans - 0.77 per cent; Chinese-0.15

per cent; Viethamese-0.04 per cent and others-
0.07 per cent. There is a good mix of minorities
although the numbers are very small.

The indigenous Samoan category includes
various minorities - such as Tongans, Fijians,
Tuvaluans, Solomon Islanders, Chinese and
Niuens - who haye been assimilated intq theTabIe 7.16  Vanuatu population
Sampan community and culture through '_nter'(giistribution by ethnicity, 1999
marriages over the years and have considere

themselves Samoan. The Tongans first came ta

: . . Ethnici Numb Percent
Samoa in the 1700s, intermarried and have settle— nicity Sl
. . Ni-Vanuatu 183,919 98.4
in a number Qf places, the_most_not_ablc_e belng th part Ni-vanuatu 410 0.22
village of Saina. Some still maintain links with Otllﬁer Melanesians i% 8-32
: : Polynesians .
their Tongan relatlveg_,_ although they no longe |, onesians 68 0.03
speak Tongan. The Fijian community was starte Europeans 1,448 0.77
by a sailor who married into the local community Chinese 2177 0.15
and over the years the descendents establish g s e i
24 _ > €5 Others 149 0.07
themselves in a village called Aaiofiti. The Total 186,678 100

Tuvaluans, Niueans, Chinese and SolomonsSources: National Census Report, 2000

Islanders were brought in as labourers in the _ , _

1800s by the German colonial officials to work The Ni-Vanuatu population consists of many
on the copra, cotton and cocoa plantations andfibal groupings which speak more than 100
have since been absorbed into the Samoarfifferent languages. Because o_f the Q|ver3|ty of
community. The descendants still live in villages languages spoken a common pidgin dialect called

such as Solomonafou for Solomon lIslanders,Bislama 'is officially used to facilitate
Naioniue for Niueans and Elisefou for the communication. The indigenous Ni-Vanuatu

Tuvaluans. population is also politically dominant and still
maintains its cultural institutions and traditional

These minority groups were so small that they NOmMs which define its identity in the modern
were easily absorbed through marriage into theworld.

Samoan community. They now consider ] -
themselves Samoans, speak Samoan rather thafl recent years Ni-Vanuatu local communities,
their original languages and also have access td"ith the support of the government, have taken
matai and land titles including the associated the initiatives to revive some traditional means of
privileges. The indigenous Samoan community is SOCi0-economic exchange through the formation
not deliberately marginalized by any more of the traditional banks, establishment of
powerful group nor their human rights abused. customary  educational institutions ~ and
The social security policies including micro consolidation of local governance and leadership
schemes are largely geared towards them. The stitutions. These are aimed at preserving Ni-

are the politically, culturally and economically Yanuatu identity, mobilizing people towards
dominant group and the requirements for rédressing socio-economic problems and ensuring

empowerment and control of cultural institutions Effective adaptation to the modern changes. These
are already in place. For this reason the curren@r® all in line with the ILO aim of moving

provisions of the convention do not really apply towards empowerment and cultural self-
to Samoa. determination.

Because of their dominant demographic and
political position the indigenous Ni-Vanuatu do
not experience any human rights abuse or
marginalization by more powerful ethnic groups.
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The most economically vulnerable Ni-Vanuatu
are usually the rural poor, compared to the
educated Ni-Vanuatu and European urban elites
who often make policies from alistance
Although Europeans and other minorities tend to
have an ethnicist perception of Ni-Vanuatu as
inferior, this isbalanced outby the fact that the
Ni-Vanuatu have total control of the state. In the
light of these factors the ILO convention 169 may
not really apply to the indigenous people of
Vanuatu.

7.14 Summary: ILO and indigenous
peoples in the Pacific

. For the five countries studied the indigenous
communities constitute the demographic
majority. The proportion of indigenous e
population is Fiji 52 per cent, Kiribati 98 per
cent, Samoa 92 per cent, Solomon Islands
94 per cent and Vanuatu 98 per cent. Except
for Fiji all the other countries have
indigenous populations of more than 90 per
cent. Fiji's case is unique because between
1946 and 1996 the indigenous population
was a minority and since the 1990s, there
has been a dramatic decline in the Indo-
Fijian population and a corresponding
increase in the indigenous Fijian population.
The current trend in Fiji shows that Fijian
numerical  superiority is bound to
consolidate and increase more in the future.

e The indigenous communities in the Pacific
control state power and in many cases,
except for Fiji, do not have any political
competition from any of the minority
communities.

«  While the dominant group in all the five
societies is indigenous, the minorities are
largely descendants of migrants. However,
their social, political and economic statuses
in the respective countries differ
considerably. For instance in Samoa, the
minorities have been totally absorbed into
the Samoan community and are now
considered Samoan. In the case of Kiribati
the largest minority are the Tuvaluan and
part-Tuvaluan, a result of the close historical
association between the two communities. o
They were once part of the same country
(Gilbert and Ellice Islands) under British
rule. In Vanuatu and the Solomon Islands
the minorities are still considered different
from the indigenous people but may have
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access to land and other customary
privileges through marriage. The minority
ethnic communities in Fiji have special
political representation through reserved
seats in parliament unlike the other four
island states where communal
representation is not part of the political
system.

Control of state institutions by the Pacific
indigenous peoples have enabled them to
devise policies which would further
reinforce their dominance such as
affirmative action policies in Fiji, cultural
revival initiatives in Vanuatu and Kiribati or
reform of traditional institutions in Samoa.

The social security and social protection
measure in the countries concerned are
largely geared towards the indigenous
population. For instance in Vanuatu the
revival of traditional currencies and
customary means of exchange as well as the
operations of micro-finance are largely
geared towards addressing the socio-
economic needs of the indigenous Ni-
Vanuatu population. In Fiji considerable
government development and social security
initiatives in the forms of affirmative action
and micro-finance schemes have helped the
indigenous Fijian community improve some
of its socio-economic situations. The same
could be said about the situations in
Kiribati, Samoa and Solomon Islands where
the state policies on social security are
generally geared towards the indigenous
people.

In all the countries studied there is a
disparity in socio-economic wealth between
the poor sections of the indigenous
community and the educated urban elites.
The rural poor are usually the most

disadvantaged and are most likely to retain
aspects of traditional customs to cushion the
effects of globalization. Some members of
the minority communities are also

disadvantaged and their problems are often
the responsibility of the state.

The situations in the five countries show
that the conditions of the indigenous peoples
have already been actively addressed by the
largely indigenous states a situation which
already fulfils the spirit of the convention.
Although there are still problems such as
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poverty, these are not direct results of
deliberate policies of ethnic marginalization
but due to other reasons such as the lack of
resources, weak governance mechanisms,
lack of productive capacity, amongst other
things. These are areas which the indigenous
governments will need to look at as part of
their long term development approach. The
provisions of the convention which seek to
protect and empower indigenous groups do
not really apply to the Pacific indigenous
communities studied because they are
overwhelming majorities, control the state
and have firm control of their cultural
institutions.

7.15 Brief analysis and
recommendations

The ILO Convention 169 needs to be much ¢
clearer on the categories of indigenous
peoples it is referring to. There are different
contexts of indigenous peoples which need
to be understood. In some cases, as in the
Pacific, they are the demographic majority
and the politically and culturally dominant
groups, while in some cases the indigenous
population may be the oppressed and
marginalized  minority  struggling to
empower and liberate themselves from the
yoke of neo-colonialism, and domination by
more politically and culturally dominant
groups. In other cases some sections of the
indigenous population may be responsible
for undermining the rights of their own
people as a way of maintaining power and
control of resources. Indigenous elites with
particular political and economic motives e
may use the indigenous discourse,
institutions and name to further their
interests. Abuse of human rights of
vulnerable indigenous peoples by powerful
members of the indigenous elites is common
in many places in the world. Still in other
cases, indigenous groups may be
responsible for acts of human rights
violation against migrant communities.

These different contexts of indigenous
peoples need to be understood and must be
reflected in the convention. There should be
explicit mention of the particular contexts of «
the indigenous peoples being targeted in the
convention rather than making a sweeping
generalization, as is the case now, which can
be interpreted in many different ways. This
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can lead to situations similar to Fiji, where
the convention has been interpreted by
Fijian extremist nationalists to legitimize the
violent overthrow of non-indigenous
democratic governments and subjugation of
non-indigenous populations. The way the
convention is framed can easily be read to
mean that all indigenous peoples suffer the
same fate of being marginalized, forceful
assimilation into a dominant culture and
suffering human rights abuse.

It is recommended that the convention
recognizes the diversity of the indigenous
situations and identifies the specific
conditions to which the convention applies.
This will help avoid the ambiguities and
possible misrepresentations.

A significant issue which the convention
deals with is that of non-discrimination and
equality, especially in relation to political
rights, socio-economic status and gender.
However, this is framed only in terms of the
broader external relationship with other
groups rather than within the indigenous
communities themselves. In the Pacific in
particular many of the cases of gender
discrimination and political domination are
practiced by more powerful indigenous
groups on their own people. This also needs
to be addressed in the convention to ensure
that the interests of the vulnerable members
of the indigenous community are protected
from sections of the indigenous community
who wield greater political power.

The convention is silent on the fate of
indigenous peoples from other places
forcefully resettled as labourers elsewhere.
In Fiji and Samoa the minority Melanesian
population consists of descendants of
labourers who wereecruited during the
blackbirdingperiod of the 1800s to work on
the plantations. Many of these groups are
small and extremely vulnerable. In the case
of Fiji, they are landless and live in very
marginal socio-economic conditions. There
should also be provision in the convention
to protect these groups.

Within many Pacific communities the
notion of indigenousnessontinues to be a
cause for ideological contestation. In Fiji the
attempt to define who is an indigenous
Fijian has became a big political and legal
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issue in the late 1980s and 90s. Those with
matriarchal Fijian links were considered
non-Fijians except if one was listed in the
vola ni kawabuleor Fijian lineage and land
register but this would need the consent of
their mother’s relatives. The conflicts in the
Solomon Islands, Vanuatu, Samoa and
Kiribati manifest the continuing tension
between groups within the indigenous
community competing for resources and
legitimacy and the need to address the
socio-economic and political problems
existing in these communities. The threats to
indigenous interests and rights in the Pacific
consist of both external and internal factors.
It is recommended that both these sources of
threat should be addressed by the
convention rather than just focusing on the
externalthreat.

The social security provisions of the
convention should aim first and foremost at
the weaker and most vulnerable members of
the indigenous community. Some members
of indigenous communities are more
privileged that others and to frame them all
together as a homogenous group has the
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effect of camouflagingthe situation of the
disadvantaged.

The convention tends to focus on the
preservation of indigenous culture and
tradition in a staticmuseum piecesense.
Treating indigenous peoples in a patronizing
way only weakens their position in the
contemporary globalized situation. Instead
of simply focusing on the notion of
preservation the convention should be more
innovative. It should encourage cultural
innovativeness and how indigenous cultures
can be harnessed and utilized creatively and
positively to ensure adaptation and
meaningful survival in the modern world.
This could help the indigenous peoples not
only revive their cultures, it would also
enable them to transform their socio-
economic situations in an empowering way.
The examples of how indigenous Pacific
communities have been able to utilize
aspects of their cultures to generate income
through micro schemes, as shown in the
ILO study on tradition and social security, is
a case in point.
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Chapter 8 Gender Issues and Social Security in Kiri ~ bati

Executive summary between men and women at work is widely
accepted in most countries in the world and in
There is a growing concern about inadequateother sectors, in practice inequalities persiston
social protection for workers in the formal sector, global basis.
and for the Pacific Island countries the need to
extend the protection to those who are notlt is important to underline that the status of
previously covered, particularly women. Current women in the Pacific and the conditions of their
schemes in the five project countries studied dolives have been shaped by a broader range of
not cover the majority of the population and are forces, notably their gender, ethnicity and social
confined to the formal sector. class, and the broader social, political and
economic environment. Similarly, the legal status
Income insecurity is high in the informal sector of women, in particular their position in respect
and is due to the lack of opportunity that exists a of employment legislation, is crucially influenced
a result of the lack of economic growth in the by such factors. It is therefore important to
formal sector. Currently a large section of the understand these factors for a comprehensive
workforce in the Pacific countries is outside the analysis of the status of women in the Pacific.
formal wage sector and is not protected by labourThis includes the institutions, legislation and
or social protection. Due to the specific strudtura programmes in place to support the promotion of
and economic challenges faced by the Pacificgender equality which determines their status and
Island countries increasing number of workers position in society. Education impacts directly on
will continue to be absorbed into the informal the status of women, the types of jobs available to
sector. them and their mobility within the employment
sector.
In the absence of formal systems of social
security, the working poor in the Pacific rely on Equal treatment in social protection, similar to
the informal systems of social protection as well programmes and activities implemented in any
as their own resources such as the use of saving@ther sectors, assumes that men and women are in
Informal systems of social protection include the same employment situations regardless of sex.
support from relatives in the form of remittances Therefore measures for promoting equality in
or social or traditional networks calldagrekere  social security need to be developed based on an
in the Fijian community, the fad Samoa in the accurate assessment of the needs of men and
Samoan society owantok as in the case of women and a thorough assessment of the impact
Solomon Islands, Vanuatu These services areof social protection and social security systems on
usually inadequate and uncertain especially intheir positions.
times of economic crises such as have happened
in the Pacific with the ethnic tensions that have The aim of the project is to improve the coverage
occurred in Fiji, Solomon Islands and Vanuatu. and efficiency of social security systems in five
selected countries in the Pacific sub-region
An integral part of the International Labour including Fiji, Kiribati, Samoa, Solomon Islands
Organisation’s mandate is the promotion of socialand Vanuatu, by developing and implementing
justice. The protection of women workers and the national action plans for the extension and
promotion of equality between men and women improved governance of social security systems
in employment have been areas of longstandingand by conducting joint capacity building
concern. The 1999 Decent Work Agenda, to activities at the sub-regional levaBased on a
which all the project countries are parties, gender analysis and a gender needs assessment of
reaffirms these commitments. Other international, social security, the project will develop social
regional and national instruments adopted by thesecurity policy which is more responsive to
project countries in support of gender equality gender-specific needs and promotes greater
include CEDAW, the Beijing Platform for Action gender equality
and the Pacific Platform for Action. Although the
principle of equality of opportunity and treatment
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This chapter has to a large extent drawn Gender refers to the social construction of the
extensively from the researches undertaken fordifferent roles and responsibilities assigned to
the five project countries for the formal and men and women by all societies around the
informal sectors which also identified, in order of world. These often reflected a division of labour
priorities, the social security needs within each based on economic and biological needs and
country.The chapter provides an overview of the deemed effective at a particular point in time.
current status of women in the workplaces andThey then became embedded in cultures and
discusses to some extent the major contributingtraditions over time. Even though economies and
factors. societies are in continual evolution, some

practices persist and interact with new economic
Based on the findings of informal/formal sector and social events that often lead to a lack of
reports this chapter identifies specific gaps basedsocial cohesion in communities. These result in
on these studies and makes recommendations foincreasing gender inequalities in access to and
further gender analysis to be carried out on thebenefits from resources available to a community.
different work patterns of men and women, the By and large, universally it is women that are
demographic changes and the changes in thaisually the most disadvantaged.
structure of the labour markets.

Recent decades have seen significant efforts by
A number of non-conventional social security all countries, to improve the status of women.
schemes are in place that women have establishetlhis has been achieved patrticularly through their
to meet contingencies. There is a need to researckconomic empowerment with access to education
and document these various schemes and devisend training, paid wage employment and more
ways to support such schemes with thewomen in business. Nevertheless, inequalities
development of policies and legislations and persist and as a result, women receive less income
designing specific training to build the capacities for their labour and acquire less wealth than men.
of women and stakeholders involved in such They tend to be the majority amongst the poorest
schemes. in most societies, especially those solely

responsible for the livelihood of themselves and
The opinions expressed in this paper are those ofheir children. Not all gender inequality is
the author and do not necessarily reflect the viewsnarrowly related to economic issues and there is

of ILO or the Netherlands Government. today the emergence of gender issues of
particular relevance to men, for example
8.1 Introduction HIV/AIDS, fatherhood, men’s health, higher

occupational risks faced by men in mining, for
Social protection and social security provide an example.
agenda primarily for reducing the vulnerability
and risk of low-income households with regard to Social protection systems developed during the
basic consumptions and services. Analyses ofpast decades in many countries tended to reflect
current schemes reveal that they target the poocertain models, based on formal economy
and vulnerable members of a society including structures and occupational structures of the
health status, age, differences between formal andabour market. In terms of gender, they often
informal economy. Except for maternity benefits mirrored a male bread winner family model, with
that benefit women directly, gender analysis haswomen as secondary earners. Women’'s
rarely been used to assess the various impacts afontribution to society through care of families
such schemes. Existing schemes in the Pacifiovas not factored in, resulting in inequalities for
such as the provident fund were introduced whenexample in pension entitlements. In recent times,
the gender issues had not seriously entered théhe labour market structure and family structures
discourse at national or regional levels, resultinghave been changing significantly with women
in minimal attention given to addressing the issueaccessing jobs and occupations previously the
of gender inequality in these schemes. Thedomain of men. Increasingly, the sole male bread
project Subregional Initiative on Social Security winner and nuclear family represent a minority of
in Pacific Island countries provides an family types within the variety of family setups
opportunity to integrate gender equality into the today in many countries. These have also been
various schemes that may be proposed for thanfluenced by rural to urban drifts and migration.
countries of the Pacific region. These changes have significant implications for

social protection systems if they are to be relevan
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for the population as a whole, viable, and not Part three looks at the roles of ILOs social
contribute to perpetuating gender inequalities. partners in social security and makes
recommendations for implementation for social
Furthermore, the issue of extending social protection initiatives that are gender responsive.
protection to both men and women not covered at
all as they work is the major challenge today, 8.2 Overview
especially as the informal economy is very large
in many countries. Social security in the Pacific Island countries is
generally available only to people in formal
Addressing the high levels of poverty amongst employment who are obliged or entitled to
women and children has been recognised by theparticipate in a variety of social security schemes
international community as critical to the These schemes provide cover for retirement,
economic and social progress of nations.work accidents, health and death. The schemes
Therefore, many efforts are currently directed atare funded by contributions from employers,
the economic empowerment of women. Social employees or a combination of contributions
protection systems in the informal economy from both and usually managed by provident
which operate with a gender lens can be powerfulfunds. For most of the Pacific Island countries the
instruments for introducing greater economic provident funds operate as de-facto social
security to the poorest in our societies and security or social assistance systems in the sub-
provide a basis of stability and long term region. There are however, serious limitations
prosperity for nations as a whole. The ILO project because provident funds are in essence individual
Subregional Initiative on Social Security in savings schemes managed by the fund with the
Pacific Island countries(Fiji, Kiribati, Samoa, effect of redistribution or social solidarity lired
Solomon Islands and Vanuatu) is working along as it entails little or no income redistribution or
these lines. social solidarity.

This chapter acknowledges and underlines, basedin the absence of unemployment benefit or any
on existing and other studies that women areorganised form of social assistance, the provident
greatly disadvantaged both in the formal andfunds also function as a social safety net that
informal economy. As a result they are more meets the immediate need for cash for the people
likely to be excluded in greater numbers aswho experience unexpected adversities such as
compared to men from social protection. Theseeconomic crises or social unrest. These
situations are the product of limited economic withdrawals from the fund are, however, at the
growth and the broader social, political and expense of savings for retirement. This resultant
economic environment. limited retirement benefits results in more retired
workers who have to rely on traditional family
The first part of the report deals with the and community support. This family and
overview and briefly discusses the origin of community support is often provided by females
gender equality and the various international who are also expected and responsible for looking
conventions and regional declarations andafter the aged and the family. This places
commitments that exist, with specific reference to additional burdens on the women whether they
social security framework, to advance genderare working in the formal sector or as unpaid
equality within the Pacific. This includes a brief workers in the informal sector. This traditional
gender analysis of the legislation, policies, support is however, fast breaking down as society
programmes and budgets, of two countries, intransforms into a modern society. The continuous
support of gender equality and in the context of rural-urban  migration, together with an
social security. The third part is a brief outlole  increasingly monetised economy, places further
the formal and informal economies and the socialstrain on cultural practices and traditional suppor
security implications this has on gender equality. systems.
An attempt is made, based on the findings of
other specific commissioned reports, preliminary 8.3 Social security project in the
discussions during the country visits and the Pacific
gender workshops undertaken in the project
countries, to analyse from a gender perspectiveThis project aims to improve the coverage and
the social security schemes that currently exist.  efficiency of social security systems in five
selected countries in the Pacific sub-region
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including Fiji, Kiribati, Samoa, Solomon Islands include both pre-harvest and post- harvest such as
and Vanuatu by developing and implementing processing, distribution and marketing and where
national action plans for the extension and women are mostly concentrated but are not seen
improved governance of social security systems,as important and therefore becoimeisible fisher
and by conducting joint capacity building folk. As a result they do not appear in the official
activities at the sub-regional levaBased on a figures and statistics of island countries because
gender analysis and a gender needs assessment tfie emphasis is usually on cash-based fishing
social security, the project will develop social such as outer reef offshore fishing and for export
security policy which is more responsive to or other lucrative commodities such lzeche-de-
gender-specific needs and promotes greatermerwhich are predominantly the domain of men.
gender equality
This is the same for the agricultural sector where
Social security systems in the Pacific sub-regionthe tougher physical jobs of clearing land for
are at different stages of development and areplanting are undertaken by men. Activities such
faced with major challenges both in terms of as looking after gardens as in Fiji, for example,
policies and implementation. where the moulding of yams and tending to
vegetables and harvesting of crops are all done by
Social security is not only a basic need; it is awomen are not taken into account. In many of
basic human right. However, in the countries in these cases because of the patrilineal nature of
the Pacific sub-region, only limited numbers of such societies the fields and plantations are seen
people have access to limited extent of protectionas belonging to men thus farming is their work
by social security systems. The lack of adequateand responsibilities and as such will be reflected
social security represents one of the greatesin the kind of data collected.
challenges facing the countries in the Pacific. In
the absence of comprehensive social securityThis report will draw, to large extent, from the
cover by the national system, the ultimate safetyspecific country reports undertaken for the formal
net is still provided by the traditional social and informal sectors and gender analysis is based
practices and family support, which tend to on the finding of the surveys carried out.
weaken as the society transforms into a modern
one. The absence of well-functioning social 8.3.1 Coverage problems
security systems is one of the major causes of
poverty, ill health and high mortality. Similar to other developing and under-developed
countries, large parts of the population in the
From a gender perspective the project wasPacific Island countries such as those working in
constrained in many respects and had the effect othe rural and urban informal sectors are not at all
limiting a proper gender analysis of the needs ofor not adequately covered by social protection.
men and women, the division of labour between The major constraints to the growth of social
men and women, the constraints and/or protection in these countries include:
opportunities, particularly the discrimination

experienced by women, directly and indirectly. o
The specific country researches on the formal and
informal sectors identified the needs and ranked
in order of priorities the social security schemes

of the samples population. However, as

acknowledged by the specific country reports the

sample surveys were biased towards males and
may have affected the outcome of the surveys.

Similarly there is a need to further analyse the
division of labour especially with regard to .
fisheries and agricultural activities. Surveys show
that most men as compared to women are
engaged in these two sectors. Specific surveys,
however, need to be carried out to determine
other fishing activities, carried out by women, are
captured in these classifications. These activities
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Existing programmes mainly cover workers
in the formal sector with regular jobs, who
account for a fraction of the labour force.
Therefore the pool of potential contributors
and beneficiaries is limited for contribution-
based schemes. Also, due to the absence of
fiscal tradition in many of these countries,
the revenue base which might be used to
finance universal benefits is narrow.

The scope and level of social security
benefits are also inadequabke most Pacific

Island countries, national provident funds
and workers’ compensation are the only
available social security benefits, which
were implemented in the pre-independence
days. Other types of much needed benefits



such as health care, sickness, maternity,
unemployment benefits are not available.
Furthermore, the level of benefits provided
from the existing schemes is not sufficient
to provide adequate protection for the
workers and their families.

A straightforward savings scheme of the
provident fund type fails to provide

guaranteed national minimum benefit, as
there is no pooling of risks. The members of
the provident funds at retirement usually

Gender and Social Security in Solomon Islands

that the scope of the programmes falls far
short of meeting the needs of those entitled.

Another major constraint is largely social
and political. In countries such as the Pacific
it is difficult to promote a greater
commitment to solidarity between the haves
and have-nots and to get the more affluent,
secure workers to push for the extension of
social security to the uncovered and poorer
sections of the population who are unlikely
to be able to pay their own way.

have no option but to receive their benefits
as a lump-sum. Lump-sum benefits are It therefore follows that existing schemes,
vulnerable to pressures for speedy developed and implemented at a time when
consumption by the recipients and their gender equality was not a major focus and of
extended families. concern within the Pacific, did not take into
account the specific gender issues that occur due
Workers’ compensation schemes are still to the different employment conditions and
based on employers’ liability, which does situations of men and women. Under such
not ensure the full compliance particularly situations women experience both direct and
by employers of small sized enterprises indirect discriminations. As in the case of Fiji
Compensation is usually made as one-off direct discrimination is experienced by women
lump sum payment only in the event of under the provident fund withdrawal provisions
accident or disease directly resulted from where there is different treatment of newly
work  (excluding  accidents  during married women and men. It can be argued that
commutating), and benefits for this is based on the idea that a woman is
rehabilitation, prevention and promotion of dependent on her husband, and where it is
occupational safety and health are mostly permissible for women to apply for partial
not provided. withdrawal of her contribution upon marriage.
This facility is not available to newly married
Basic medical care is provided free by the men and it can be assumed that this is based on
government for all nationals and includes the notion that women, because of the newly and
hospital confinement, professional services, increased responsibility that comes with
laboratory examinations and medicine. marriage, the withdrawal is to meet such
However, because of the inability of expenses.
government to allocate enough budgets, the
quality of public health services is poor. In A thorough assessment of the indirect
most remote islands, people go to clinics discriminations experienced by women in the
that may be staffed only by a trained nurse. project countries is also necessary but due to time
Women still depend at childbirth on constraints, and where the visits were largely
midwives or traditional birth attendants. concentrated in conducting the one-day gender
Major hospital services at tertiary level such workshops, this was not possible. Specific
as heart operations and dialysis are onlyexamples were cited during the gender workshops
available in one or two hospitals in the and anecdotal evidence seems to suggest that
capital cities. For emergency cases, such discriminations exist. In Kiribati for
evacuation to Australia, Hawaii and New example a number of complaints were lodged
Zealand is possible under the referral systemwith AMAK * by widows who (together with
only if a panel of doctors approve the case their children) were denied survivors’ benefits
to beurgent and treatable under the provident fund at the death of their
husbands. Benefits were distributed amongst the
Administrative arrangements for existing father and brothers. A major reason cited is the
social security institutions such as the qualifying conditions required to be fulfilled by
provident fund and social welfare ministries
to collect contributions and/or pay benefits
do not function effectively or efficiently so

% AMAK refers to the Aia Mwaea Ainen Kiribati the national
women’s NGOs
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men and women. In a particular case the decisiomeutral approach in such given situations gives
by the provident fund was upheld by the court rise to further inequality because from the outset
based on his nomination before marriage. Thesehe socio-economic situations of men and women
situations call for a thorough analysis of the are often not equal.

qualifying conditions that have the effect of
discriminating against women and men and are8.5
contrary to the statefle jure) provisions of the
schemes.

International and regional
instruments in support of gender equality
in social security

8.4 Economic and structural

framework of small island states

The Convention on the Elimination of All Forms
of Discrimination against Women (CEDAW),
Beijing Platform for Action (BPA) and the
A key challenge faced by Pacific Island Pacific Platform for Action (PPA) continue to be
countries is thesmall size of the domestic the driving force for the advancement of women’s
market. The diseconomy of scale limits research issues and concerns and gender equality within
and development and technical progress sincethe Pacific region. These platforms contain
small size inhibits the development of local commitments to gender equality in the areas of
technologies. Moreover, small domestic markets employment and social security

prevent the emergence of a competitive market

and therefore can be expected to experiencelt is important to note, that despite commitments
generally higher prices of inputs and of finished by governments to these various international,
goods. Most Pacific Island states also possess aregional and national platforms and with some
small and/or poor domestic resource babat obvious progress identified, overall, gender
results in anarrow range of exports and export equality is far from being achieved in all areas
markets The need for specialization, highlighted including political, social, economic and cultural.

by the above characteristics, tends to limit
export-oriented domestic output to just a few
products and renders it very vulnerable to

The review of the Beijing Platform for Action
undertaken in March 2085 confirms that most
of the goals set out in these platforms have not

external shocks and this vulnerability is likely to been achieved. Barriers to women empowerment
be exacerbated by a dependence on exportremains and the Pacific Island countries are no
markets in just a few countries. In view of the exception; if anything it is far worse for women
above the Pacific Island states are usually because of the structural, economic and fiscal
characterized by digh level of openness to constraints faced by these countries. These
trade, high dependence on foreign aid and are situations combined with growing population,
highly vulnerable to natural disasters political and ethnic conflicts and limited
opportunities for economic growth and income
These factors mitigate against development, andand employment creation are some of the
income generation and employment creation in impediments currently faced by Pacific women
the formal sector is very limited. In Fiji, anngall  and indeed the world over. Women, despite their
only one-half of the 17,000 school leavers are contributions to the economic development,
absorbed into the labour market, with the residue continue to face discriminatory practices in the
either entering the informal sector or joining the areas of employment. Discrimination in hiring,
growing number of unemployed. remuneration, promotion, training as well as
inadequate sharing of family responsibilities and
Consequently the growth of social security inflexible working conditions continue to restrict
coverage in the Pacific Island countries is limited employment, economic and other opportunities
both as a function of limited economic growth for women.
and the lack of technical knowledge and expertise
to develop and design schemes that are relevant
to the Pacific Island countries. This is further
aggravated when assessing the needs of both men
and women from a gender perspective. Gender
equality is often assumed with resultant policies
and programmes designed age size fits aland
have the effect of producing further
discriminatory practices. Applying a gender

" CSW meeting to review the Beijing Platform for Action was
held in March 2005.
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8.5.1 Convention on the elimination of General Recommendation 1§ the convention
all forms of discrimination against women makes special proposals for women in the
informal sector (for example unpaid women
At the international level the recognition and the workers in family business) and the social
articulation of therights of womenas critical to  security benefits that are available, that state
the welfare of any nation, had its origins in the parties take necessary steps to guarantee payment,
adoption of the Nairobi Forward-Looking for social security and social benefits to women
strategy in 1985. Successive conferences weravhere they are without such benefits.
held to further promote gender equality,
culminating in the Beijing Conference in 1995 All project countries of the Pacific, including the
and the subsequent ®9General Assembly project countries, are parties to the convention.
meeting that was held in 2005 to review the However to date efforts to address gaps and
progress made in the implementation of the constraints in relation to women’s positions in the
Beijing Platform for Action endorsed in 1995. workplace have not been consistent within the
Pacific Island countries by National Women
The United Nations General Assembly in Machineries (NWMs), NGOs and donor partners.
recognition of women’s rights as human rights
adopted the Convention on the Eliminations of 8.5.2 Beijing platform for action and the
All Forms of Discrimination (CEDAW in 1979 Pacific platform for action
which came into force in October 1981. The
Convention defines what constitutes The Commission on the Status for Women
discrimination in the areas of social, political, (CSW), mandated by the United Nations General
economic and cultural context. It safeguards theAssembly, organised the Fourth World
reproductive rights of women and obligates the Conference for Women that resulted in the
countries that have ratified the convention to putBeijing Platform for Action (BPAY in 1995.
in place measures, in the form of legislation, Twelve critical areas are identified under the
judicial and administrative, that will contribute t platform calling on governments, international
the elimination of these discriminations and bring organisations, private sectors and NGOs to take
about gender equality for all. specific actions to advance gender equality in the
specific areas.
With specific reference to social securipticle
11, section (e)of the convention deals with Women’s participation in both the formal and
employment that states, amongst other things, thénformal labour markets, over the decades has
State Parties shall take appropriate actions toincreased significantly. Whilst most are still
eliminate discrimination against women in the engaged in agricultural and fishing activities they
area of employment inter althe right to social have at the same time become increasingly
security, particularly in the cases of retirement, involved in micro, small and medium-sized
unemployment, sickness, invalidity and old ageenterprises and in some countries have become
and other incapacity to work and the right to paid dominant in the expanding informal sector. These
leave Section (f) guaranteesthe right to the new employment opportunities are however,
protection of health and to safety in working marked by low wages, little or no labour
conditions, including the safeguarding of the protection and lack of job security and social
function of reproduction security. Very few women have broken thlass
ceiling® syndrome, and even in such
Article 13 states that women are to be accordedcircumstances their mobility is confined to only a
equal rights to benefits that accrue to families, limited range of jobs. In recognition of this, the
either in their own rights or as parents, married o Platform for Action under itsStrategic Objective
unmarried, such as children’s allowances, F.5. “Women and the Economyitlentifies the
housing allowances, public housing, health need to enact, enforce laws and develop
insurance or coverage, or other governmentworkplace policies to address “gender
subsidies or allowances.

% Beijing Platform for Action was endorsed by the five project
countries in 1995
% Glass ceiling is a term used to describe the artificial barriers

% CEDAW as of April 2003 has been ratified by more than based on attitudinal or organizational bias that prevent
two-thirds of the members of the United Nations including Fiji, qualified individuals from advancing upward in their
Kiribati, Samoa, Solomon Islands and Vanuatu. organization into management level positions.
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discrimination in workplaces and extend .... capacities and technical know-how to allow a
employment benefits and social security...” More complete analysis of the employment issues by
specifically Strategic Objective F.6.calls on policy makers, civil societies and non-
governments tgromote harmonisation of work governmental organisations. Very few Pacific
and family responsibilities for women and men  countries, like Fiji, have to date carried out
studies and researches on the legal status of
From the perspective of the ILO, the platform women and with specific reference to the
adequately reflects the mandate and interest oemployment legislation. In countries that have
ILO and due recognition is given to International carried out such studies, these have been
Labour Conventions including Section A on inconsistent due mainly to the lack of specialised
poverty, Section F on gender inequality in expertise in this area. Therefore the extent of
economic structures and Section | on humandiscriminatory practices bottlde jure’ and ‘de
rights. Paragraph 168 makes specific reference tdacto’ experienced in the employment sector by
the safeguarding and promotion of basic workersboth women and men have not been properly
rights, including the prohibition of forced labour analysed and quantified. The lack of strong
and child labour including equal remuneration for national women’s machinery (NWMs) and NGOs
men and women for work of equal value and non-dedicated to the review of such practices
discriminatory employment. facilitates the perpetuation of a condition of
gender inequality in the workplaces.
In preparation for the Beijing Conference, the
Pacific region, made up of 22 Pacific Island Attention to employment issues in the informal
countries and territories (PCITs), endorsed theeconomy poses further challenges due to the lack
Pacific Platform for Action (PPA) which formed of data/information, the unregulated nature of the
the basis of the Pacific region’s contribution and sector and the lack of national indicators to
participation to the Beijing Women'’s Conference. accurately define the sector.

The PPA was endorsed in 1994 by the SecretariaB.5.3 International Labour Organisation

of the Pacific Community (SPC) member and gender equality

countries® It identified 13 critical areas requiring

immediate attention and called on the Integral parts of the International Labour

governments of the region and civil societies to Organisation are the promotion of social justice,

make available the necessary resources, bottthe protection of women workers and the

financial and technical, to advance and addresgpromotion of equality between men and women

these concerns. The thirteen critical areas includein employment which have been areas of

health, education, training, economic longstanding concern. Although the principle of

empowerment, agriculture and fishing, legal and equality of opportunity and treatment between

human rights, shared decision-making, men and women at work is widely accepted in

environment, culture and the family, mechanismsmost countries in the world, in practice

to promote the advancement of women, violenceinequalities persist on a global basis.

against women, peace and justice, poverty and

indigenous peoples’ rights. Central to these issuesThe ILO promotion of equality found its origin in

is the eradication of poverty particularly the the Declaration of Philadelphia. The fundamental

poverty with regard to women. principle of equality of opportunity and treatment
between women and men has been approached by

Although the PPA identifies economic ILO in three ways:

empowerment for women as one of its critical

areas, the platform falls short of providing an 1  As a matter ohuman rights and essential

enabling framework with specific strategic condition for achieving effective

objectives and actions to address social security democracy. The fight against discrimination

issues for women and men in the formal and on the basis of sex is considered a

informal sector. This is attributed to the lack of fundamental issue in protecting human
rights;

“ Secrotariat of the Padiic C ity (SPO) - 2 As a matter ofsocial justice and poverty
ecretariat of the Pacific Community serves - : ; )

Pacific Island countries and territories through technical alleviation, by Improving _W_omen S access t.O

assistance, training and research. Australia, France, New employment and training and their

Zealand, the United Kingdom and the United States as conditions of work and social protection'
founding members are also members. !
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As a matter ofsocial and economic the Convention on Anti-Discrimination in

development, by promoting the  Employment and Occupation (1958, 111), the
participation of women in decision-making Convention on Maternity Protection (2000, 183)
and in shaping development and labour and the Convention on Workers with Family

policies and practices that adequately
respond to equality objectives.

Other ILO policy statements concerning women
workers and promoting women'’s rights include:

. The Declaration on Equality of
Opportunity and Treatment for Women
Workers and the Resolution concerning
the Plan of Action with a view to
Promoting Equality of Opportunity and
Treatment for Women Workers (1975);

. Resolution on Equal Opportunities and
Equal Treatment for Men and Women
in Employment (1985);

. The Plan of Action on Equality of
Opportunity and Treatment of Men and
Women in Employment (1987);

. Resolution Concerning ILO Action for
Women Workers (1991); and

. Resolution concerning the Promotion of
Gender Equality, Pay Equity and

Maternity Protection (2004).

The 1975 Declaration constituted ILOs
contribution to the % World Conference for

Women in Mexico held in the same year. The
1985 Resolution was ILOs contribution to the
Nairobi Conference, and it called for the
intensification of action to be taken to implement
the provisions of existing ILO instruments
concerning equality. The Resolution outlined a

Responsibilities (1981, 156). To-date most of
these conventions have not been signed by the
project countries.

The main purpose of the Plan of Action on
Equality of Opportunities and Treatment of Men
and Women in Employment (1987) is to ensure
that issues relating to equality of opportunity and
treatment are systematically included in each
stage of the policy formulation, planning, and
implementation in all ILO programmes and
projects.

Despite these ILO commitments, globally, gender
inequality continues to persist in workplaces. The
ILO Pacific Regional office directly responsible

for implementing the ILO mandate in the Pacific
region is constrained, in terms of resources
including financial and gender-specific capacity,
to promote gender equality in a number of
programmes undertaken by the office.

(i)

The International Labour Conference in 1999
endorsed the Decent Work agenda and the
overarching objective of the ILO to promote
opportunities for women and men to obtain
decent and productive work, in conditions of
freedom, equity, security and human dignity. The
ILO Decent Work agenda is guided by four

Decent Work agenda

comprehensive set of measures for national astrategic objectives:

well as ILO action to be undertaken in various
areas which included:

1  Equal access to employment and training;

2  Promotion of the full implementation of the
principle of equal treatment for work of
equal value;

3 Improvement of working conditions;

4  Harmonisation of family and job
responsibilities;

5 Equal treatment in social security coverage;
6  Ensuring the full participation of women in
decision making processes at all levels;

7  Establishing and strengthening national
machinery to promote equality of
opportunity and treatment effectively; and

8 Improving the data base on women.

Other key equality conventions include the ILO

Convention on Equal Remuneration (1951, 100),
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Promote and realise standards, fundamental
principles and rights at work;

Create greater opportunities for women and
men to secure decent employment and
income;

Enhance the coverage and effectiveness of
social protection for all; and

Strengthen tripartism and social dialogue.

2.

4.

Gender equality is a cross cutting concern in the
Decent Work Agenda and strong efforts have
been made to accelerate gender mainstreaming
within each of the four strategic objectives with
the development of specific gender indicators and
targets.

ILO member states in the Pacific sub-region have
been active in working with the ILO to develop
and implement National Action Plans for Decent
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Work (NAPDW). The outcomes were presented 6  maternity benefit,

at the Sub-regional Tripartite Forum on Decent7  invalidity benefit,

Work held in Auckland in October 2003, which 8 family benefit, and

provided an opportunity to consolidate the 9  survivors benefit.

significant progress in promoting the Decent

Work Agenda across the sub-region. In their These international regional conventions and
NAPDW, the following problems have been platforms reinforce and acknowledge that

identified by the ILO tripartite constituents as sustainable development, good governance and
major Decent Work deficits in respect of social economic growth, eradication of poverty and

security: democracy cannot be achieved without attention
being given to gender equality particularly in the
1 Limited coverage of social security, in social security sector. This project, as one of its
particular for workers in the informal main goals is to develop a social security policy
economy (Fiji, Kiribati, PNG, Solomon which is more responsive to gender-specific
Islands), needs and promotes greater gender equality,
2 Inadequate scope and level of social securityprovides an opportunity to realise this stated goal
benefits (Fiji, Solomon Islands), and Furthermore, through the project, a number of

3 Problems of governance and sustainability technical experts have been brought into the
of social security system (PNG, Solomon region to work on a number of specific areas,
Islands). which under the existing structure would have not

been possible.

In response to these deficits, the National Action

Plans for Decent work (NAPDW) prescribe the

actions for ILO support to the development of a 8.6 Social security in the Pacific Island

national strategy for extension of social security countries

coverage and to provide technical support for

improvements in  financial  governance, Social security in Pacific Island countries is

investment policy and administration of social generally available only to people in formal

security benefits. employment and who are obliged or entitled to
participate in a variety of contributory social
(i) Minimum social security standards security schemes. These schemes provide cover

for retirement, work accident, health, and death.
Social security is the protection which society The schemes are funded by contributions from
provides through a series of public measuresemployers, employees or a combination of
against the distress that otherwise would becontributions from both and managed by
caused by the stoppage or substantial reduction oprovident funds through tripartite boards of
earnings resulting from: sickness, maternity, management.
unemployment, invalidity, old age, death, widows
and sole-parents. It is composed of: social The present social security programs in Pacific
insurance, social assistance, family benefits,countries, like most developing countries, were
provident funds; and the provisions made by envisaged to capture a finite group of formal
employers such as workers’ compensation andsector workers and ultimately extend the
other complementary programmes. coverage over a number of years. This was

facilitated by granting exemptions to various
The ILO Convention 102: Social Security employers or employment categories in the initial
(Minimum standards), 1952 identifies nine main legislation and regulations. However, over time it
branches of social security which cover most if is evident that in general, these exemptions have
not all principal contingencies faced by workers not been removed and many of the schemes differ
and their families during the course of their lives little from their original inception decades ago.
This includes:

The current social security eligibility extends to

1  medical care, employees of the military, civil service and

2  sickness benefit, private companies above a prescribed staff size
3 unemployment benefit, and total payroll. The remainder of the population
4  old age benefit, employed in smaller enterprises, self-employed in
5 employment injury benefit, the informal economy, and the unemployed or
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aged rely on private insurance or support from of employment legislation, is crucially influenced
immediate and extended families and the localby such factors. While it is an undoubtedly a
community. In the short term, it is likely that useful and instructive exercise to undertake a
social security provisions may be extended tofocussed gender analysis and assessment of social
include more of the people employed in the security, and to develop a social security policy
formal sector and the self-employed. In the which is more responsive to gender-specific
medium term, additional programs of needs and promotes greater gender equality, there
unemployment benefits and social assistance tds however a need to be mindful of women’s
selected sectors of the population may bepolitical and social status along with the cultural
possible. The extension of social security values that underpin this. Understanding the
entittements to the entire population will be a other, non-legal, forces that define the positibn o
long-term goal in most Pacific countries. women in the Pacific Island countries, including
the barriers to their equality and advancement, are
The study into the progressive extension of socialcritical; and in a very practical way, this cancals
security eligibility to the wider population needs help guide measures such as recommendations
to examine the options for extension of eligibility for future actions and legal reforth.
to the excluded formal sector workers, and
examine the needs of workers in the informal It is not the intention here to discuss in any Hept
economy and in some cases for overseas migranthe linkages between the legal and social status of
workers. The informal economy by its nature is women, except for a few of these fundamental
difficult to quantify, and the lack of a standard issues; and the dominant ideologies about women
definition and categorization of workers and their and gender relations. Suffice to state that the
distribution has resulted in a limited availability many anomalies in the Pacific countries current
of statistical data relating to workers in the employment conditions for women reflect
informal economy. This is particularly true in persisting views about the desired gender division
most Pacific countries, many of whom have not of labour and the subordinate status of women
completed labour market surveys and rely within this. A key feature is the expected
completely on the limited labour information domestication of women and the primacy
from population census conducted in five or ten attached to women’s reproductive role as
year intervals. caregivers, nurturers and teachers etc, as well as
their productive role as subsistence food
The growth of the informal sector has provided providers within the family. Both of these roles
much needed job opportunities for women; are undervalued as well as unpaid even though it
however, because of the unregulated nature of thés such activities that women play a critical rivle
sector, the dual role performed by women assafeguarding family living standards. The
workers with family responsibilities, and the lack contribution by women in these areas, such as
of accurate needs analysis of men and womenjooking after the aged and the young, indirectly
women continue to be disadvantaged. For bothcontributes to the productive sector of the
the formal and informal economy women economy and there is a need to quantify and value
continue to face challenges such as the narrowthis for economic computations.
range of occupations and the lower level of jobs
that are available to them as female workers.These dominant ideologies about women and the
Consequently this has not led to improved gender division of labour appear to spill over into
coverage of women workers under the existingthe public domain in such a way as to determine,

social security protection schemes. overall, an inferior and disempowered status for
women within the national economy of the

8.7 Economic and social conditions of countries studied. They directly contribute to the

women limited access women have to employment; the

type of categories of work that are open to them;
It is important to underline that the status of and their higher unemployment levels. Women'’s
women in the Pacific and the conditions of their disadvantaged access to employment can have
lives have been shaped by a broader range o$ignificant consequences; for example in the
forces, notably their gender, ethnicity and social contributions and the consequent benefits that can
class, and the broader social, political and
economic environment. Similarly, the legal status

of women. in particular their position in respect “2 The duration of employment by the current gender specialist
! did not permit this broad analysis to be carried out.
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accrue to them in social security benefits and partly attributed to the unequal number of males
aggravating the poverty levels that they are in.  and females in the population as well as the issue
of accessibility, affordability, and the socio-
Gender based cultural values place limits oncultural factors such as preferences of boys over
women’s occupational mobility particularly their girls to attend school in situations of limited
promotion to positions of authority or seniority. resources. For example in Kiribati, figures reveal
They facilitate the more intensive, relative to that there are 37 junior/senior secondary high
men, exploitation of their labour, and they schools with an enrolment of 10,443 pupils as
underline their generally lower incomes and compared to 90 primary schools totalling 14,023
poorer conditions of work. Indeed ‘female’ jobs students. Tertiary education is provided by only 2
are more often than not, low wages/salaries andmnajor providers, with students pursuing further
low status, and a significant proportion engage specialised tertiary education outside of Kiribati
women in servile capacity: offering some kind of mostly in Fiji, Australia and New Zealand.
community, public or personal service whether
unskilled (domestic work, office cleaning), More females than males have never been to
skilled (clerical work, personal assistants) or school in most Pacific Island countries. The
professional (nursing and teachifg)Even in largest numbers of people without education are
these professional areas such as teachers there afteose living in rural areas. Lack of education is
gender-based income inequalities, as women tendhigh in Solomon Islands, Vanuatu and Kiribati
to be concentrated, relative to men, in primary and low in Fiji and Samoa. In Kiribati, Vanuatu
schools where pay is comparatively lower than and Solomon Islands there is significant gender
secondary and junior secondary schools. Ininequality in educational participation with
Kiribati, for example, the 2000 Cenétisevealed female enrolments tending to decline after the
that in total there were 15 female head teachers irfirst few years of primary school and strong
primary schools as compared to 8 males, and aisparities evident in secondary and tertiary
total of 3 female head teachers in secondaryenrolments.
school as compared to 9 males for the same year.
In respect of unemployment, women experience aOverall at the primary level, figures show a
higher level of unemployment compared to men disparity in female/male enrolment with a higher

in all the Pacific Island countries. female enrolment both in terms of proportion and
absolute numbers. These figures do not reflect
8.8 Education and social security retention and completion rates and therefore are

not true indicators of overall education
Occupational mobility, low status and lower participation rates at the primary level. This is
income experienced by women are generally atrue for all levels of education and there is
direct consequence of education levels attainedtherefore the need for further data collation and
As a result, social security and social protectionanalysis to reflect the accurate situation.
benefits available to women can vary
dramatically if it is not based on the practical Table 8.1 Proportion of the total
assessment of their needs. population with “primary education” as

the highest level of education,
Steady progress has been made on achieving

gender equality in educational participation in Urban Rural
most of the Pacific countries and as a result | UMYYear i ———————
number of women have and are continuing to Fij (1996) 24.0 240 | 355 345
access positions of leadership in both private arjdKiribati (2000) 54.2 540 | 675 65.7
public sectors. There are however, gendgpSdmoa(o0l) | 2521 249 | 340 324
. . . . Solomon Islands 42.2 45.8 51.7 47.8
inequality in enrolments, at all levels in all the| (1999

project countries, with disparities comparatively| vanuatu 55.7| 60.5| 70.0 68.8
much lower in Samoa and Fifi.The disparity is | (1999)

Source: SPC Pacific Youth Database 2003

s Labouring under the Law: A Feminist critique of The review report of the PPA noted that there
employment legislation affecting women in Fiji by Atu does not appear to be significant sex bias in the
Emberson-Bain and Claire Slatter, September 1993.
“4 2000 Kiribati Census, Bureau of Statistics

> Triennial Conference of the Pacific Women and Pacific Papers. Noumea, New Caledonia: Secretariat of the Pacific
Ministerial Meeting on Women 2005, Volume 2. Technical Community
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field of study. This however needs to be further The foregoing reveals that women and young
researched because anecdotal evidence shows thgirls are still greatly disadvantaged when
there is a high concentration of women workers accessing quality education in all the selected
in sectors that are considered traditionally femalePacific Island countries. Consequently with the
areas and are closely related to their reproductiveexisting social protection mostly in the form of
roles such as nursing and teaching. Within eachprovident funds, which is based on fixed rates of
sector figures reveal that women are highly contribution, calculated on the basis of salaries
concentrated at the lower rung of the hierarchy.received, women therefore will continue to be
Women also receive fewer scholarships than mendisadvantaged as most of them are concentrated
particularly in countries where there are fewer in sectors and/or levels that are lowly paid. With
girls than boys completing secondary schools.  figures showing a high proportion of women with
no education and/or literacy it follows that the

Table 8.2 Proportion of the total majority of these women will be employed either

population with tertiary education in the rural and urban informal sectors, or as
unpaid family workers with no form of social
security available to them.

Country/Year Urban Rural y
Male | Female | Male | Female . o .

Fiji (1996) 13.2 10.1 3.8 3.0 There is definite need for increased adult

Kiribati (2000) 17 1.0 0.5 0.3 education and raising awareness in the project

Samoa (2001) 152 | 131| 57 45 countries on gender inequality and the issues that

Solomon Islands 15.9 9.0 3.1 11 . .

(1999) arise as a consequence. Most of the countries

Vanuatu (1999) 4.0 25 0.3 0.2 studied, with the exception of Sanaare

Source: SPC Pacific Youth Database 2003 predominantly patrilineal societies and gender

. o . sensitivity training’ carried out in the region

between females and males in secondarymakers in every sector, and societies as a whole,
education there is however sex disparity in on the issues of gender equality.

tertiary education with fewer female graduates as

compared to males for all countries. The gap isg9  |nstitutional mechanisms, policies,
largest in Solomon Islands, followed closely by |egisiation and programmes in support of
Vanuatu, Fiji and Samoa. The ethnic conflict gender equality *

within the Solomon Islands is likely to be a

contributing factor. A brief discussion on the current status of the
_ institutional mechanismes, policies, legislation and
Table 8.3 Proportion of the total programmes in support of gender equality in Fiji
population with no education and Samoa is necessary to assess the enabling
environment, without which the commitment to
Country/Year Urban Rural gender equality by governme_nts, NGOS and _the
Male | Female | Male | Female major development partners, including ILO, will
Fiji (1996) 2.7 47 3.5 5.5 be difficult to achieve. The project countries
Kiribati (2000) 5.7 6.9 6.9 8.6 . stari . ;
Samoa (2001) 52 57 T2 o share s_lr_nllar historical, socio-economic, cu_IturaI
Solomon Islands 1 123 220 317 135 and po_I|t|caI backgrounds gnd therefore the issues
(1999) faced in these two countries can be extrapolated
Vanuatu (1999) 6.2 7.0 171 | 210 for the five project countries.

Source: SPC Pacific Youth Database 2003

Table 8.3 above shows that the largest number of
people without education live in rural areas and+ the samoa traditional system is based on the Matai
that more females than males have never been tSystem where the heir can either be a son or a daughter of

school. There is considerable variation betweenthe descendants of the title holder. Not all matais however
: have access to pule or authority over family land. Matai are

countries. Lack of education and presumed ranked according to seniority and only those with senior
illiteracy is high in Solomon Islands and Vanuatu authority hold this right.

. .. . . The Pacific Women’'s Bureau undertakes as part of its
and low in Fiji, Kiribati and Samoa, and is so programme gender sensitivity training and training of trainers

much higher for females than males. around the region.
“® Triennial Conference of the Pacific Women and Pacific
Ministerial Meeting on Women 2005, Volume 2. Technical
Papers. Noumea, New Caledonia: Secretariat of the Pacific
Community
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Fiji and Samoa have endorsed the Pacificand women in leadership are notable
Platform for Action (PPA) with one of its achievements. Further efforts are required to
strategic objectivego develop and strengthen maintain linkages and networking of the national
appropriate mechanisms that will continue to women machinery with women’'s NGOs.
enhance the advancement of women at all levels

The platform calls for strengthening of NWMs Although Fiji has made significant legislative
through the allocation of additional financial and strides in comparison to other Pacific countries in
human resources and integrating gender equalitythe areas of criminal, evidence and family law as
in decision-making processes. Institutional well as the employment bill, a lot still needs ® b
mechanisms for the advancement for women isdone. The 1997 constitution recognises equal
one of the 12 critical areas of concern of the rights of citizenship for both men and women and
Beijing Platform for Action. Strategic objective equal status of spouses of Fiji citizens, whether
(H) with regard to this area emphasises the neednale or female. This overturns the former 1990
to integrate gender in the public policies, constitution discriminatory provision against
legislation, programmes and projects, andfemale Fiji citizens. Furthermore the 1997
provision of gender disaggregated statistical dataconstitution contains a comprehensive Bill of
and information for planning and evaluation. The Rights that forbids unfair discrimination on the
2000 MDGs emphasises gender equality basis of gender and allows for any laws or
throughout the document. It is however silent on administrative action based on gendeter alia,

the economic empowerment of women and hasto be challenged or cited as discriminatory. The
been criticised as adopting a minimalist approachconstitution also allows for affirmative action
on the issues of gender and development. programmes of women.

Fiji has consistently made international, regional Political stability and/or instability have had a
and national commitments to gender equality. It profound impact on the performance of the
has an established Ministry for Women and national women’s machineries. Fiji's political
adopted a national plan for action in 1999. Thereevents have proven a setback for the promotion of
are now discussions to review the action plan.gender equality both in terms of resources and
The Ministry has a large number of staff but is being progressive. Domestic violence, as a
considered bottom-heavy with a lack of capacity consequence, as recently reported in the media
to analyse sectoral policies and legislation, has increased substantively as a result of a
including the employment legislation. Since combination of factors. Ethnic issues have been
2000, the office has experienced a high staffthe preoccupations of the day and it is to the
turnover and has to an extent undermined thedetriment of innovative policies on gender
capacity within the Ministry. It has an operating equality or economic growth that would result in
budget but its development budget is very smallincome and employment creation for both men
and is mostly reliant on donor funding to carry and women.
out development activities including research.
To-date most of the programmes undertaken byAs noted the national women’s machinery in Fiji
the Ministry are focused on community service has been able to achieve some results in raising
projects. There is a need to focus on policies andawareness on women’s issues and legislative
legislative reforms, and gender mainstreaming,reforms. The Ministry has been active at the
being core mandates of government. An programme delivery level but has been less
important area that the Ministry can focus on is effective in terms of driving the policy and
the issue of gender equality in the workplaces. mainstreaming gender at the legislative and
This change in focus will however, require a political levels. This is imperative if programmes
change in the structure of the Ministry and such as the social security project supported by
notably an increase in the capacity of staff to ILO are to have a sustainable impact and a strong
carry out policy and legislative reviews. technical national women’s machinery is a pre-
requisite to promoting and achieving gender
Promotion of gender equality in Fiji has benefited equality in all sectors.
from a very strong active role played by the
NGOs which has provided the much neededSamoa has adhered to the international, regional
impetus of placing the gender issues in theand national commitments and it has been highly
national agenda. Their work in the areas of law successful in promoting women to decision
reform and legal literacy, violence against women making levels, demonstrated in the number of
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women that have attained higher tertiary The constitutions of both countries, and the
qualifications, and the high number of women various commitments made at the international,
that are in executive positions as shown in theregional and national levels provide the platforms
researcf? undertaken in Samoa. The Ministry of for promoting and achieving gender equality.
Women has been successful in raising theHowever, there are still wide gaps experienced
awareness on the need for greater gender equalithetween the stated polices and implementation of
in Samoa and has formed a sound network withthese polices. This situation applies to all of
non-government organisations. The Ministry project countries. Despite national women
however, also needs to consider a redirection ofmachineries being established, the governments
its focus, and similar to the Fiji's national have lacked the political will to give it the real
women’s machinery, to focus on the legislative means to influence policies.
and policy reforms particularly with respect to
sectoral policies. There is also a need to buid th The lack of capacities within the Ministries in
capacities of the Ministry to undertake such both countries is shown in the lack of integration
programmes within the Ministry. with  other government departments and
ministries. Both countries have undergone public
It is essential to establish clear policy on women, sector reforms and this has had a detrimental
particularly in the areas of mainstreaming. impact on the efforts of promoting gender
Numerous activities have been undertaken toequality in the two countries. Furthermore this
promote gender equality and raising gender issueslso has had a direct impact of weakening the
such as domestic violence. Other areas that needational women’s machineries in terms of
immediate attention are the review of laws. The resources both financial and human.
Samoa Attorney General in the year 2000 noted
that there was no deliberate discrimination The lack of sex-disaggregated data is a major
against women in Samoa however the gapdrawback in the work to advance gender equality.
identified calls for the review of outdated It is found that no Pacific National Statistics
legislation inherited from its colonial past. This Offices (NSOs) have a gender statistician in place
includes laws for such specific issues as sexualnd there are no dedicated gender sections to
harassment and inequalities in the work place, assess and analyse the official census statistics
e.g. the outdated Labour and Employment Act ofcollated. Comparisons between countries of
1972 It is unlikely that the Ministry is able to gender statistics are limited in several ways.
tackle this on its own due to the lack of in-house Firstly they convey no information about the
technical expertise. This is an area that ILO cansocio-economic or cultural contests, or regional
provide the much needed technical support in thevariation within countries. They tell us ‘what’ but
future to promote the review of the legislation. not ‘why’. More qualitative, as compared to
guantitative data and information is required to
Political stability and continuity in Samoa has understand and analyse the underlying conditions
played a pivotal role in the smooth transition of the gender inequality experienced by both
towards reform and the stable role of the Ministry women and men.
for Women. It can be argued however, that this
has prevented the much-needed change at th8.10 Equality issues in social protection
policy and decision-making level. There is need and social security
to further advocate and implement the key areas
identified in the Department of Women'’s policy. In many developed countries, progress has been
made in eliminating direct and indirect
Similar to Fiji, the Samoan Constitution not only discrimination in the access to social security and
forbids discrimination on the basis of sex but also social protection although much remains to be
states thamothing shall prevent the making of done. For the project countries in the Pacific a
any provision for the protection or advancement number of major challenges exist in the
of women(Article 15, Section 3 (b)). implementation of social security and protection
schemes. This includes extending social security
to those currently not covered under the existing
schemes, the majority of whom are concentrated
in the informal economy. The lack of awareness,

“ Ministry of Women. 2002. Directory of Women of Samoa.
* Triennial Conference of the Pacific Women and Pacific

Ministerial Meeting on Women 2005, Volume 2. Technical of social security and how it functions, at the
Papers. Noumea, New Caledonia: Secretariat of the Pacific policy level and lack of political will has limited
Community
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the introduction of a variety of social security workers in enterprises. Even where some benefits
schemes that would benefit the public at large,are provided such as family allowances and child
and contribute towards the eradication of poverty. care subsidies, these are often less generous than
Equal treatment in social protection, similar to those based on paid employment, due to the lack
programmes and activities implemented in any of financial resources provided by the State. In
other sectors, assumes that men and women are ithe case of Fiji, for example, for a long time the
the same employment situations regardless of sextamily allowance was ‘pegged’ at FID 15.00 per
More often than not this is not the case with month and was only increased to FJD 100.00
conditions of employment different for both men where it has remained since the year 2000. This is
and women. Gender discrimination exists in thealso reflected in the national budgetary
labour market and applying the formal principle allocations provided to the social sectors as
of equality in such situations gives rise to furthe compared to the economic sectors.
inequality when social security benefits and
contributions are based on employment history, Research shows that in all the other Pacific Island
and contributions made. This is demonstrated inproject countries studied, the different work
the formal economy survey undertaken for the patterns that exist between women and men are
five project countries, and with the exception of not recognised and except in the case of Fiji
Samoa, the remaining four countries show afamily allowances or child care subsidies are not
disproportionately much higher proportion of provided for. Even in the case of Fiji the family
males than females employed in the formal allowance is not a deliberate response to the
sector. Furthermore employment histories of different work patterns but as part of the scheme
women are often characterised by broken periodsnherited from its colonial past. There is therefor
of employment having to take time off for the need to review existing social assistance
reproductive responsibilities including looking provisions and the fundamental criteria on which
after the children, the sick and elderly as well asthey were originally designed in view of the
for periods of maternity leave. These periods of changing socio-economic and cultural
unemploymentre taken either with reduced or environment.
without remuneration, with the overall impact of
reduced lump sum payments which is the caseCurrent social security systems are based on the
under the provident fund individual savings traditional notion ohuclear familieswith men as
schemes. Although the sample survey undertakerhead of households and thiereadwinnerin the
was biased in favour of the males, the result, itfamilies. Provident funds within the Pacific
can be argued based on other developed countrgperate on similar assumptions where women are
experiences, is representative of the whole formalseen as the dependents of men and as a
economy. consequence benefits received are assessed on the
premise oderived rightsrather thardirect rights
Therefore, measures for promoting equality in Women accessing funds from the provident funds
social security need to be developed based on affior contingencies often undergo stringent criteria
accurate assessment of the needs of men anduch as requirements  for  additional
women, and a thorough assessment of the impaatiocumentation. In the case of Fiji, women are
of social protection and social security systems onable to partially withdraw their contributions on
their positions. marriage. This facility is not available to men and
it can be assumed that the rationale is based on
While women have increasingly entered the the premise that women on marriage have
labour market this has not led to improved inherited family responsibilities and the
coverage for women. Additionally, their withdrawal is to offset some of these costs.
employment status continues to be characterised
by lower wages, mediocre career prospects andrhere are also an increasing numbersl@facto
precarious forms of employment. At the same or de-jure female-headed households due to
time family situations have become more increase in divorce rates, single-parent families
diversified and continue to change. In the and where male heads of the household are
majority of cases, women continue to be mainly required to work overseas. An example of this is
responsible for looking after the household andthe increasing number of males working on
the family, and producing goods and services forforeign fishing vessels in the case of I-Kiribati
family consumption; for example in subsistence
agriculture or by working as unpaid family
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and Ni-Vanuatt! or those who have migrated to comparison between the rural and urban women
the urban centres or overseas for better jobneeds to be made, the low ranking given to
opportunities. Women having to maintain such maternity schemes is not surprising. As noted the
households are more often very vulnerable tosurveys sample was biased towards males and is
poverty. There is therefore a definite need toreflected in the kind of data collected. There is
assess such situations and for governments to puteed for further surveys to identify the specific
in place measures to help mitigate against theseneeds of women which can only be adequately
factors. addressed with gender technical support of the
sub-regional office and local specialists.
Table 8.4 Life expectancy for the 5

social security project's 5 PICs Maternity protection for example, is available to
public sector workers and to the private sector
_ Population (%) | -'e EXPectancy L_Jnc_ier coIIe_ctive bargainingl.__These are how_ever
Country | Population (yrs) limited as in the case of Fiji where for the first
Male |Female | Male | Female |  three confinements a female civil servant enjoys
Fiji 810,421 51% | 49% | 645 | 687 the 84 days maternity leave with full pay and
thereafter receives an allowance of FJD 5.00 per
Kiribati 84,494 45% | 55% | 59 65 day. This is common in the project countries and
is discriminatory to women. The proposed 2004
Samoa 176,710 | 52% | 48% | 635 65.5 Fiji Employment Bill now under discussion
proposes that for the fourth confinement and
Solomon | 409, 042 (51.70% |48.30% 64 66 thereafter an increase of allowance to FIJD 7.50
Istands per day. This is discriminatory towards women
Vo o7 586 151259 125755 | 656 55 where the benefits are based on contributions and
: length of tenure of employment and there are no
compensations in the form of children or family

allowances. Certain categories of women are
Table 8.4 shows that in all the Pacific countries (implicitly or explicitly) excluded from the
studied women are living longer than men. Thesepenefits of maternity leave including those
demographic  changes are factors for classified as casual workers. The Vanuatu
consideration and when social security schemesEmployment Act provides provision for maternity
are linked to earnings, women who raise childrenprotection for a total of 24 weeks (12 weeks prior
are bound to be worse off economically becauseto and 12 weeks after delivery). Compliance and
of the interruptions in their market work. On conformity to the Employment Act could be a
average, for the five countries studied, women sybject of further study as the extent of adherence
live longer than men by 3.5 years, with women in by private sector employers is unknown.
Kiribati living longer by 6 years. There is
however, little change in the trend in life 811 Survey of workers in the informal

expectancy, (Schoeffel (2004)), and it can beeconomy and the formal employment
assumed that there has not been much change igector 5

the quality and coverage of health services.

Currently available health statistics do not The project aims to improve the coverage and
adequately disaggregate rural and urban ¥ata. efficiency of the social security system in five
Health resources tend to be concentrated orselected countries in the Pacific sub-region by
curative services provided at hospitals, but asdeveloping and implementing national action
people live longer and as the way of life changes,plans for the extension and improved governance
more people are contacting non-infectious of the social security systems and by conducting
diseases such as of the heart, kidneys angoint capacity building activities at the sub-
diabetes. The priority given to health care regional level. Based on a gender analysis and a
insurance in the various country surveys is gender needs assessment of social security, the
reflective of this status quo. In countries such asproject will develop social security policy which

Solomon Islands and Kiribati, which have the is more responsive to gender-specific needs and
highest rates of maternal mortality and the lowestthus promotes gender equality.

proportion of the supervised deliveries, and where

*% For extensive background information, survey and findings
*! Ni-Vanuatu is the name for indigenous people. on the five project countries studied, the specific country
%2 pacific Human Development Report, UNDP 1999 reports are to be read in conjunction with this section.
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At the end of the project, the Governments andequivalents in each country. As legal entities, the
social security organisations will have formulated enterprises are subject to labour laws
a comprehensive country program on socialadministered by Ministry of Labour and to the
security in the form of tripartite national action ILO conventions that have been ratified by the
plans based on the needs assessment survey amespective countries. The formal sector in the
the financial and gender analyses, and taken stepsountries in the study ranges from about 25 to 40
for their implementation. percent of the economically active labour force.
Of this it is estimated that approximately 37
As a first step for the development of the national percent are women. With the exception of Fiji,
action plans on social security, a special needshe public sector is the major employer within the
assessment survey — the coverage mappingountries of study.
survey — was carried out. The survey focused on
men and women who are excluded from the The employment sectors in Pacific countries are
current system, i.e. those who work for small measured by the national statistics departments in
employers, the informal economy and home- a National Population Census conducted every 5
based workers. In addition to basic characteristicsor 10 years. Modifications through annual
(e.g. income level and pattern, family statistical returns from employers or by targeted
composition, health condition etc.) of the labour market surveys of selected sectors of the
excluded people, the respondents were asked te@conomy are not common in Pacific countries. As
prioritise social security needs as well as theira result the total dimension of the labour force is
capacity and willingness to participate in some not necessarily complete in most countries. The
form of risk pooling arrangement, including basic classification of the formal sector is the
micro-insurance schemes. Legal Entity, described as: Legal status of a
company/unit of economic activity based on the
The purpose of the surveys was to provide a basisequirement to register with the appropriate
for the formulation of policy to extend social government agencies; usually the Ministry of
security coverage to the excluded population; inLabour and the provident fund.
particular, workers in the informal economy
where the lack of social security is largely The aim of the sample survey of workers in the
concentrated. formal employment sector was to obtain some
indicative parameters about the workers and their
In the context of globalization, there has beenpriority social security needs, who provides or
increasing informalisation of employment will provide for these basic social security needs,
especially in developing countries. Contrary to gaps in coverage and their potential to contribute
earlier anticipation that the formal employment to voluntary schemes. The survey also recorded
sector would absorb most workers as a result ofsome of the demographic and other details about
economic growth and development, the informal the workers including their income patterns, work
economy has been growing rapidly and this trendcategory, insurance and micro finance and
is likely to continue in the foreseeable future. membership of organisations.
Hence, there is an urgent need for focused
interventions in providing social security for The employment status of the sample was almost

workers in the informal economy. completely composed of full-time employees
which is expected for the formal employment
8.11.1 The formal economy sector and validates one of the key definitions and

characteristics of formal employment sector
The formal employment sector represents theemployment.
more administratively visible part of the economy
and society, namely the public and private 8.11.2 Kiribati formal employment survey
corporate sector, and comprises enterprises and
the professional self-employed that have beenThe formal employment sector represents only
accorded legal status and are regarded as legdl8.63 percent of the working aged population
entities. (aged 15-64). The formally employed persons
numbered 9,447 in the latest available data
This legal status is accorded through registration(population census 2000) of which 6,590 (76.7
by professional associations, Ministry of Labour percent) were working for the government while
and the Ministry of Trade and Industry or their 2,002 were with the private sector. Of the public
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sector employees, 4,050 were with the centralThe highest education level represented by the
government and the rest with the public sample was secondary level followed by tertiary
corporations Other large employers are the Southevel. This contrasts markedly with the informal
Pacific Marine Services (SPMS), which currently survey where the bulk of the respondents had
has 1,050 merchant seamen on board Germainly primary level education and there were some
merchant ships, the Kiribati Fishermen’s Service cases which had no formal education. This
(KFS), which has 325 fishermen on board education level may be biased by the high
Japanese Tuna Company fishing bSatand the  proportion of public sector employees in Kiribati
churches, which now employ more than 700 and the education levels reflect the public service
people. entrance minimum standards. Males represent a

disproportionately higher number as compared to
The data show that of the 9,447 workers in thefemales due to the biased sample surveyed of 79
formal employment sector, 5,968 were males (63per cent males compared to 21 per cent females.
percent) and 3,479 were females (37 percemt) Other studies show however, that for a less biased
of the total of 50,722 in the working age sample the males would still represent a higher
population 55.1 per cent of formal employment primary and tertiary completion rate for males as
sector workers were in the civil service, 21.6 per compared to womén This has consequential
cent in public sector enterprises and 23.3 per ceneffect on their access to employment and restricts
in the private sector. In 2004 KPF identified the types of employment that is available to them
8,890 active members so the 2000 figure isand their prevalence at the lower echelons of
probably accurate enough to use for this survey. formal employment.

The survey sample was slightly biased towards (i) Employment

males with 79 percent of the sample as compared

to the 2000 population census where 63 percent Employment type
of the formal employment sector workers were 60
males. The age range of all members of the 50
sample was between 15 and 59 years. 40 |

30 -
20

Number

0] Education

. 10
Education .
0 = ——
60 Female Male Female Male Female Male
50 1 Not filled Public sector Private sector
40 Sector

30
20

Number

The employment status of the sample was biased

10
0 - D towards public sector workers and whilst they
[} [0} [} [0} [} [0} [} [} Q [} .
glg|g|g|g|g|g|g|¢ ¢ represented 76.7 per cent of the workers in the
b s s s g 2000 population census they made up more than
None Primary | Secondary | Tertiary Trade 90 per cent of the sample. This may be explained

Level by the survey location, exclusively on Tarawa,
the capital and centre of government. Though

males show a more than higher proportion
employed in the public sector as the consequence
of the sample surveyed it is also reflective of the
real situation where there fewer women employed
in the formal sector as compared to men.

* The merchant seamen and fishermen are not
included in the domestic private sector employment
figure % Refer to SPC Pacific Youth Database 2003.
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(i) Annual income range ()] Analysis

Kiribati is a classic case where dominant
Annual Income

40 ideologies about women and the gender division
gg of labour appear to spill over into the public
5 25 domain in such a way as to determine, overall, an
£ 20 inferior and disempowered status for women

515 o :
Z within the employment sector. They directly
51 = ﬂ contribute to the limited access women have to
0 o | oo |olelo| ool oo employment; the type of categories of work that
S|EVE|S|E 2| E 2 8|2 are open to them; and their higher unemployment
W L L w levels as shown in the graphs.
>$20000 | $15001- | $10001- | $5001 - < $5000

$20000 | $15000 | $10000 The willingness of women to contribute more is

reflective of common trend in that whilst
The modal annual income range for formal Women's ability to pay contributions is often
employment sector workers based on this sampldimited due to their employment situation or
is AUD 5,000 — 10,000. This represents 68 perh'Story_' they are usually motivated to contrlbu.te
cent of the sample. It is also interesting to note!0 Social security, because they are responsible
that the proportion of females in each of the two for looking after dependent family members. That

main salary groups is about in the same is Why in many parts of_ the world women have
proportion as in the sample suggesting that there?r9anized themselves into groups and set up
is little bias against females in the salary ranges

saving schemes or other mechanisms to cover
However both of the respondents in the samplecontingencies such as child birth and care,
earning over AUD 20,000 were males.

sickness and death. In many countries this often
represents an important means of guaranteeing of
social and economic security in the informal

(iv) Social security
sector.

Of the sample taken a high proportion are
employed in the public sector with government as
the major employer and are all members of the
Provident Fund.

8.12 The informal economy

The Project undertook specific sample survey of
workers of the informal economy to obtain some

Responses received during the survey identifiegindicative parameters about the workers and their
the three top social security needs as priority social security needs, who provides or
unemployment protection, age/retirement and will provide for these basic social security needs,

accident and death were rated highest. It must b&@P$ in coverage and their potential to contribute

noted that the sample was biased towards male&® voluntary schemes. ,

given the higher number of males (63 per cent) as' "€ ILO concluded in the 1970's that the
compared to females (37 per cent) engaged in thdformal economy was both efficient and
formal sector the identification of unemployment Profitable and there emerged the view that it

protection and accident/death identified as Should be promoted as a strategy to tackle
priority social security needs is not surprising. | structural inequalities and to meet the basic needs

response to the question as to who should®f the poor. Continuing rural-urban migration and

contribute employers and individual employees €°0nomic - shocks caused by environmental
were identified. Respondents when were asked ifconditions,  conflict and ~poor governance
they were prepared to make additional reaffrmed the importance of the informal

contributions to cover for extension of social €cOnomy in terms of work and income

security coverage most males were only willing 9€neration.

to contribute small contribution (AUD 6 — 10) as L L ,
compared to women who were willing to make a The definition and classification of the informal

higher additional contribution (AUD 11 — 20). economy is _difﬁcult in_many countriest because
comprehensive data is often unavailable and

informal economy studies are often limited to
selected employment sectors. The broadest
definition for the informal economy includes
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those workers who do not receive a regularlocation or broad employment activities. In the
income and have no contracted or enforceablecase of most pacific island countries the broad
employer/employee relationship. This usually employment category appears to be an efficient
includes a predominance of self-employed, casualklassification parameter because of the limited
and unpaid workers in family businesses andrange of occupations and the domination of the
those not registered or subject to labour laws.agricultural sector in employment of the
Many enterprises in the informal economy may population.
be registered with local authorities and finance
regulators such as the Ministry of Finance or theln the absence of any formal classification of the
taxation office but have not been accorded legalinformal economy a reasonable occupation based
status under the definition of legal entity by the classification is listed below. This classification
Ministry of Labour and have not been identified was used to design an informal economy survey
by the Provident Fund. that would provide a close correlation with the
structure of the informal economy and at the
In most pacific countries the bulk of the same time be able to be randomised within that
workforce is still employed in traditional structure.
agricultural occupations and most workers in the
informal economy are in rural areas in the 8.12.1 Informal economy classification
agricultural sector.
Predominantly rural
While the formal economy has a tendency tol. Farm and Farm Related Activities
produce jobless growth the informal economy comprising subsistence farmers, small
continues to absorb the bulk of the job seekerslandholders in specialised or mixed farming,
who annually enter the labour market. These jobslandless farm workers and unpaid family
are created with little capital and without any members.
subsidy from the State. These informal 2. Fishing where this is the major income source.
enterprises often rely on indigenous resources|t is recognised that in some households, income
including re-cycled materials, and produce and subsistence will be derived by a combination
predominantly for local markets. The of fishing and farming.
entrepreneurs mobilise their own financial
resources via family networks, savings clubs andMostly rural some urban
rotating credit systems. Accommodation for 3. Home workers including craft workers, mat
newcomers is provided and training given on theweaving, garment making and housemaids.
job. Many workers in the informal economy also 4. Self employed workers including micro-
maintain strong ties with their places of origin entrepreneurs, small traders and miscellaneous
and often foster plans to return. Urban to rural enterprises.
remittances, particularly from the capital cities i
pacific countries and from expatriates working Mostly Urban
overseas, occur on a very large scale and fors. Transport industry workers including taxi
many village households this capital flow has drivers, small repairers and other small transport
even become the major source of householdpassenger and freight services.
income.
8.12.2 Informal economy priority needs
Apart from generating work and income for a survey
large proportion of the population in most cases
more than 60 per cent, of total employment, the For each of the project countries a sample survey
informal economy is also a major supplier and was undertaken. The aim of the sample survey of
distributor of basic services and needs such aswvorkers in the informal economy was to obtain
water, food, clothes and shelter. In urban areassome indicative parameters about the workers and
the self-built housing sector meets a substantialtheir priority social security needs, who provides
amount of housing needs. Without the informal or will provide for these basic social security
sector the majority of the urban population would needs, gaps in coverage and their potential to
have difficulty surviving in the city. contribute to voluntary schemes. The survey also
recorded some of the demographic and other
Options for classification can include degree of details about the workers including their income
employment mobility and assets, geographical
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patterns, work category, insurance and microeconomy workers. The sample correlates

finance and membership of organisations. reasonably closely to the 2000 household Income
and Expenditure Survey which identified 50.9 per

8.12.3 Kiribati informal economy * cent of the workforce as males and 49.1 percent
females.

Based on an initial research undertaken by the _
project a summary of the social insurance andThe number of dependents as shown in the
social assistance programmes in place are agollowing diagram follows a natural distribution

follows: curve with the mode around four dependents per
family although the weighted average would be
(i)  Social Insurance closer to 4.5 dependents per family. This does not

compare favourably with the last census (2000)
. Old age pensions — available through the Where the average household size was 6.7. The
provident fund but is paid in lump sum, number of single parents in the sample of 300
Universal pension is payable to people over was 13 which represents about 6.5 per cent of the

70 years old. sample.

»  Disability benefits & Survivors benefits - _ _ _
this is partly met through the Provident fund The highest education attainment of the workers

and is only available to the formal sector in the sample in terms of absolute numbers were

only. males and males represent the highest numbers in
e Work injury insurance — Insurance is the lower categories of education but females had
voluntary and based on employer liability higher rates of secon(_jary and tertiary education.
compliance is questionable. However, when considered as a percentage of

each sex it can be seen that a lower percentage of
females have only achieved primary education
but they also have more representation in
secondary achievement. Notable is the trade area
where men dominate as compared to women who
are almost invisible. This can be attributed to the
lack of tertiary institutions in Kiribati with only
sthe training school for fishermen available in
country.

. Maternity benefits — Part of the public sector
employment conditions and are available to
the formal sector only.

(i)  Social Assistance

. Programmes for disabled — Available to
those who are members of the trade union a
well as private and family schemes.

. Medical rehabilitation — Limited to critical
cases evacuated to South Tarawa or
overseas.

. Assistance to disaster victims — available on
an ad hoc basis.

*  Subsidised medical treatment — part of the
national health care policy.

The employment status of the sample is
dominated by self employment and unpaid
workers. The sample survey shows that males
dominate the self employment categories as
compared to females, whilst females dominate the
unpaid workers categories. This is typical and is
reflective of the trend world over. The

The bal bet in th employment types of the respondents in the
€ balance between Sexes In the survey VV‘"‘%‘.ample reflect the nature of the rural areas in

only slightly biased towards males (53 per cent Kiribati where fishing is the major occupation for

[)nales asf(t:r(])mtparedf_tod 47t_per hcent fI‘;“‘;Im‘r"leszlraditional people. The *“other” category is a
ecause of Ine type ol Industries chosen. Many Olgiqphificant proportion of the sample reflects the

the traditional farmers, fishermen and transport, oo \workers and casual sales nature of work in
workers were males. The predominant work areasyiibati and is dominated by females

for females in unpaid family care, market sales,
family business and home workers were i)
accessible to the surveyors as most of the samplé
was taken in South Tarawa in accordance with its
proportion of the population and the informal

Social security needs and priorities

Respondents were asked to identify their social
security needs. Education plans was the most
common need by males and females and males
* For further details refer to the Kiribati — Informal also identified health insurance and life insurance

Economy & Formal Employment Sector Survey Report, as their second and third needs. Females
ILO Social Security in Fiji, Samoa, Kiribati, Solomon

Island and Vanuatu, July 2005

132



Gender and Social Security in Solomon Islands

identified unemployment programs and health well be related to health insurance where
insurance needs highly. maternal health is an issue in Kiribathe survey
sample comprised 47 percent females and the

maternity program response was about the same

0 Social Security Needs percentage of the sample. Work Injury Insurance
8 maintained its low priority in the survey.

" 50

E 40 Top 3 Priority Programs
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Respondents were then asked to nominate these & & 6@0 v <

needs in priority order and the following charts o Program
show the highest priority needs. This chart shows
that a housing program was the most popular with(iv)
retirement and education programs also rated
highly. The low response to work injury

Analysis

Many of the traditional farmers, fishermen and
programs pro_bably reflects the poor knoyv_ledge_ Oftransport workers were males. Similar to Fiji and
soctlgl Isecu_{_l;c]y prolijranrs. and wo][k m(;ury N Samoa there is a need to look further at the job
particuiar. € cullural issues ol redressing categories particularly fishermen as most of the
comp_lamt_s against others and private Semememactivities undertaken by women are overlooked
of claims is also a factor. and not considered by planners and enumerators
so women become the ‘invisible’ fisher folks.

Top Priority Social Security Program The predominant work areas for females in
unpaid family care, market sales, family business
and home workers. This does not correlate to the
highest level of education attained by women in
the sample survey of the informal sector. In
absolute numbers, females highest education
attainment of the workers in the sample in terms
of absolute numbers in the sample males
represent the highest numbers in the lower
categories of education but females had higher
rates of secondary and tertiary education
However when considered as a percentage of
each sex it can be seen that a lower percentage of
females have only achieved primary education

Number

¥ Program

but they also have more representation in
The relatively high response to retirement secondary achievement. This does not correlate to
programs is most likely due to the short period of the status and type of employment that they as
operation of the universal senior citizens benefit women predominate in such as home workers and
program and some respondents may not be awargnpaid workers. This can be attributed to the lack
of its existence or potential. of resources that are available to women or more

specifically to their lack of participation in
By grouping the top 3 priority needs identified by decision-making on how these resources are used.
the respondents the priorities are somewhat
moderated but retirement and life insurance The high rating given to maternity programmes is
programs remained high priorities. The NOt surprising given that Klrlbat|_ (similar to the
exceptional rating of maternity programs may Solomon Islands) has the highest rates of
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maternal mortality and the lowest proportion of membership also produced significantly high
the supervised deliveries and where comparisorresult. In the case of Samoa when asked how they
between the rural and urban women needs to benade ends meet when they had little or no
further researched. As noted in the surveys in theincome, the majority identified gifts and
majority of cases the sample was biased towardgemittances from family. Remittances in some of
males and there is need for further surveys tothese Pacific Island countries including Samoa,
identify other specific needs of women. Fiji, and to some extent Kiribati followed by

Vanuatu have become a major source of foreign
For such informal sectors as in the case ofexchange. Evidence seems to suggest that these
Kiribati there is a need to further explore non- informal social security mechanisms can be
conventional methods of social security schemes efficient in ensuring a minimum level of standard
A number of self-help schemes have been set upf living and survival. These transfers have
by women which in a lot of cases have helped toshown that they serve to act as insurance against
meet contingencies such as education costsrisk mitigation, income shortfalls, help during
funerals and birth costs incurred by the families. sickness and support for the elderly. Whilst
There is a need for Pacific island governmentspeople would still argue that these traditional
and policy makers to examine ways and means okupport systems are intact, evidence shows that
supporting such initiatives through the creation of this is not the case as society becomes more
the enabling environment such as policies andmonetised. Initially, the link to the place of drig

legislations. may be still strong as first generation migrants

move overseas. This however, is unlikely to
8.13 Conclusions and continue with successive generations.
recommendations Furthermore in adverse situations reliance on

such traditional systems are not guaranteed.
It is important to underline that the status of
women in the Pacific and the conditions of their More importantly from a gender perspective,
lives have been shaped by a broader range ofhere is an inherent bias in the reliance on such
forces, notably their gender, ethnicity and social informal systems of social security provisions. In
class, and the broader social, political and all the Pacific Island countries studied, which are
economic environment. Similarly, the legal status similar to other developing countries, the burden
of women, in particular their position in respect of other or social security provisioning by
of employment legislation, is crucially influenced extended families  falls heavily  and
by such factors. disproportionately on women, patrticularly in the
case of care for the elderly and children. This
This report begins with the premise that women requires external intervention to either support or
are greatly disadvantaged both in the formal andreplace these informal mechanisms. Specific
informal economy. As a result they are more research is required to assess the magnitude of
likely to be excluded in greater numbers as such remittances and who is largely responsible
compared to men from social protection or in for such remittances. The research also must
cases where these are available, such as socialisaggregate data by sex and determine the
assistance, these are often very insignificant.impact that remittances have in meeting the
These conditions are the product of limited contingencies that arise within families and
economic growth and the broader social, political society; and to make recommendations for the
and economic environment. Specific gender type of schemes and the support that can be
studies need to be carried out to determine theprovided by government and non-government
linkages between these factors and theorganisations.
marginalised status of women in the Pacific
Island countries. For all the project countries studied the main
social insurance benefits available in the formal
For all five project countries the results of the sector include:
sample surveys conducted confirm the absence of
any formal social security programs in the e Disability and survivors benefits— through

informal economy. Furthermore the almost the national provident fund and are only
universal response afther suggests that people available to workers in the formal sector.
see traditional and family-based systems as social Provisions are limited in that the lump sum
security schemes. Credit unions and church payments do not cover beneficiaries for the
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outside of this network. As noted it is this
e Work injury insurance - available through informal economy that is not usually covered by
employers and private insurance schemes.social security andbecause it is heavily
Currently this is on the basis of employer's dominated by womeithey are excluded from
liability and compliance, and private social protection. The question of financing is
insurance compliance is questionable. beyond the scope of this report but various
«  Maternity benefits - available to the public  options can be explor&d

sector and in certain situations it is part of
the  employment conditions. Under The survey confirmed that home workers and

collective bargaining these are available to casual labour are dominated by women in the five

the private sector. countries and there is a need for governments to
. Old age pensions- through the provident find innovative ways to expand social security to

fund some pensions are paid to those withinformal workers. Measures for consideration,

reasonably large balances. Universal subject to further research, include:

pensions, are paid to people over 65 years in

rest of their lives;

the case of Samoa, and Kiribati for people *  Removing legal restrictions on scheme
over 70 years old. In the case of Fiji a membership,
voluntary pension option is available from e Improving advocacy and information

dissemination about the schemes, and
Promoting voluntary schemes.

the provident fund balance but is utilised
only by those with large retirement e
balances. In Vanuatu and Solomon Islands
old age pensions are not available with lump On the latter a number of these schemes are
sum payments only paid by the provident already in operation in the Pacific Island
fund. countries such as VANWOODS in Vanuatu and
WOSED in Fiji. In such instances the government
Social insurance is social security financed by not only could provide the enabling environment
contributions and is based on the insurancefor such organisations to operate but to provide
principle where there is pooling of risks and specific support that is needed by these groups
spreading of benefits to cater for contingenciessuch as:
that may happen during ones life cycle. Social

insurance includes social solidarity where theree
are transfers of contributions across income
bands, and transfer of benefits in the case of
health insurance where the fit and young

effectively support the sick and aged. .
Contributions may be earnings related or based
on a flatrate. Under statutory schemes
contributions from employees are matched by an
obligatory contribution from employers or the .
state. For most developed countries this is
generally the form of social security

implemented. This is not the case for the five
Pacific countries studied where there is little

Policy and legal support to allow for and
promote the set up of simple insurance
programmes which are attractive to self-help
groups;

Financial support in the form of access to
credit facilities to start or improve economic
activities, and to administer the social
protection scheme; and

Training and support services to enable
women and men to organize and arrange for
a social protection scheme which suits their
specific needs.

social insurance in place. The provident fundsyvarious forms and combinations of social

operate as ae-factosocial security system but

assistance exists in the project countries such as

fall far short of the objectives of a comprehensive family assistance, programmes for the disabled,
social insurance system. Social protection isfamily schemes, universal health care, assistance
limited to the formal sector workers because theto disaster victims and medical rehabilitation.
premium is often beyond the reach of those Some of these schemes such as assistance to
employed in the informal sector. Alternatively the disaster victims exist on an ad-hoc basis. In the
irregularity of wages of those engaged in the case of medical rehabilitation these are limited to
informal economy would make continuous critical situations only from rural to the urban

contribution impossible.  Furthermore, such centres, but not inclusive of overseas treatment.
schemes, as found in the countries studied, are

confined to the urban centres and whilst there is &
growing informal economy they normally fall

Refer Maternity and Health Insurance studies — Social
Security in the Pacific Island Countries.
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Family assistance and assistance to the disablebeing achieved. The ILO however, can play an
are, wherever they are present, are often lessactive role in promoting the ratification of the
generous than those based on paid employmentyarious relevant ILO Conventions for its member
dues to lack of financial resources. countries including the ILO Convention on Equal
Most of these social assistance benefits areRemuneration (1995, 100), the Convention on
premised on the notion of no intra-family Anti-Discrimination in  Employment and
inequalities. However studies have shown thatOccupation (1958, 111), the Convention on
inequalities within families exist including Maternity Protection (2000, 183) and the
unequal access to resources within the families.Convention on  Workers  with  Family
Moreover it is often found that women in such Responsibilities (1981, 156). To date most of
situations, even with meagre resources, are morghese Conventions have not been ratified by the
than likely to spend their financial resources on project countries.
the family needs and children as compared toFurthermore, the ILO Office for the South Pacific
men, who have a tendency to spend these orin Suva can play a proactive role in advocating
social needs. Further studies need to be carrie@dnd assisting the national women’s groups in the
out to determine the extent of such practices. project countries, in the review of legislation and
policies to be consistent with ILO Conventions
There has been a significant growth of female and mandate.
headed households (including single-person
households and single-parent families) due toEvaluations need to be made to provide primary
higher rates of marital breakdown, divorce, data on the effects and success of various social
increased longevity of women, and male protection schemes that exist, and how they
emigration. Households maintained by women impact women and children. This is imperative
alone, whether temporarily or permanently, and before any future schemes are implemented
especially those with young children, are more
vulnerable to poverty. Preliminary finding of the Specific gender analysis and planning is
sample survey of 1,500 for the proposed healthimperative for the implementation of future
insurance scheme undertaken in Fiji showed thatschemes. This should include an analysis of the
female—headed households have risen to 19 peneeds of men and women, the division of labour
cent as compared to 12 per cent recorded in thdetween men and women, the constraints and/or
1996 census. This is confirmed by the opportunities, particularly the discrimination
preliminary report on the 2005 Household and experienced by women, directly and indirectly. It
Income Expenditure Surveys (HIES) prepared byis also important to assess the capacities that exi
the Fiji National Statistics Office. This survey to promote gender equality in the work places
report is included in the publication on Fiji. amongst the major stakeholders if gender equality
in the workplace is to be achieved.
Proposed future social protection schemes also
need to take into account the different work Although outside the scope of this chapter and the
patterns between men and women, theprojectSubregional initiative on social security in
demographic changes, and the changes in thdéacific Island countriesit is however highly
structure of the labour markets. recommended that the ILO Office for the South
Pacific in Suva strengthens its capacity on gender
ILO commitment to gender is based on tleeent  analysis and planning to ensure that gender is
work for all strategy An essential feature of the mainstreamed in all its programmes and projects
agenda is the entitlement to social protection forso as to fulfil one of the basic ILO principles.
everyone, an objective which is still far from
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Chapter 9 Social Health Insurance: Principles

9.1 Introduction source of health care funding is gaining greater
attention in developing countries
This chapter looks at social health insurance in
two parts,Policy Contextin the Pacific, with an  Examples of this policy shift are even occurring
overview to extend health benefits, (a social among the developed world. The Economist has
security contingency), to the populations of the recently published an article on the financing of
region, given their common characteristics suchU.K. National Health Service noting that the idea
as demography, the economy and currentof switching to social health insurance instead of
institutional set up for the delivery and financing relying just on general tax revenue had been
of health care. pronounced by various stakeholders since 2002.
Supplementing social insurance revenue with
The second part contains some specificgeneral tax is also a policy that many
recommendations and outlines an implementationgovernments like France, Germany and Turkey
plan for moving forward in expanding social resorted to in order to overcome the problem of
health insurance in Kiribati. the rising costs of health care.

The aim of this chapter is to assist the In this part of the chapter, the issues specific to
government of Kiribati and key stakeholders to the Pacific Island countries are discussed.
understand the issues relating to social assistanc€inancing of health care in each of the five
schemes and to develop specific proposalscountries under this review is classified as
relative to Kiribati. The outcome responded to the general-tax based. It will be argued in further
specific requests raised by the stakeholders andections that there are potential benefits to ke ha
outputs from social security workshops conductedby introducing social health insurance as a
by this project. secondary source of revenue in addition to
general tax funding. It is not suggested that &ll o
The recent WHO publication titleBocial Health  these countries should replace their general-tax
Insurance - Selected Case Studies from Asia andased health systems with social health insurance.
the Pacifi® provides a general framework to the Given the characteristics of these countries on
policy makers and international development which we elaborate later, there is a need to
partners. This publication answers the key policy investigate all financially feasible means of
considerations for implementing social health raising more revenue. It is our recommendation
insurance, and provides a thorough review ofthat all of these countries should ideally spend
various schemes that are currently operating ormore on health to solve the looming health
have previously been administered in a number ofproblems they will face in the next decades.
countries in the region. A good body of literature
in this publication is highly relevant for the The health funds should also be used more
Pacific Island countries. effectively. Social health insurance based health
systems generally speaking have a better score
Health care financing systems that enable thecard in putting strategic purchasing arrangements
entire population to be covered would, in general,in place; such as buying the best health care for
include two main funding mechanisms: financing the population instead of funding the health
from general tax revenues, and through socialinputs such as hospital beds, doctors and drugs,
health insurance. WHO, in their recent review which most general tax based systems have
stated thaBefore universal coverage is reached institutionalised and found difficult to change,
in most countries, voluntary and social health once they became the status-quo mode of paying
insurance schemes have played an important roleservice providers.
in expanding coverage. Of the main funding
mechanisms, social health insurance as the mainMany transitional economies in Eastern Europe
during the past decade and a half have converted

%8 World Health Organization March 2005 ISBN 92 9022 239 % “Financing health care-Searching for a miracle solution” Aug
5. 18th 2005 from The Economist print edition.
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to social health insurance and experimented withThe ILO review focuses on social security related
signing capitation based contracts with the aspects of health financing reform. In particular,
primary health care physicians to improve it examines whether social health insurance rather
doctors’ earnings and encourage generalthan private forms of pre-payment and savings-
practitioners to open practices in rural areags It based mechanisms can be introduced in the
possible for general tax based systems to enginegproject countries.
purchasing mechanisms, adopting incentive-
based provider payment methods to improvelt is fair to say that such reform in isolationfro
service quality and contain costs. Such reformthe reform on health service delivery may have
policies can be considered in conjunction with limited success. Furthermore, over reliance on
social health insurance implementation where thenational provident fund mechanisms may
two financing methods can borrow from each inadvertently cause an inclination towards
other’s best practice literature. extending benefits to the formal sector (or the
relatively well-off), vis-a-vis the rest of the
The ILO and WHO, as two international population living in the peripheral islands and
development partners, are collaboratively village communities, economically considered as
promoting the concept of social health insurancethe informal sector (or relatively disadvantaged).
in developing countries and this review is The project preparation discussions concluded
consistent with this endeavour. In short, unless anthat starting from one feasible point of social
alternative health financing reform is adopted, the security extension would be considered far
Pacific Island countries face the risk of their superior than excluding the health contingency
health systems deteriorating over time. By taking altogether. The assessment therefore focuses on
the necessary action now, these health systemstarting with the formal sector first and gradually
will avoid the looming funding shortages and expanding health insurance coverage to the rest of
decline in service quality. The conditions exist in the populations.
most of the countries to embark upon alternative
methods of health financing and will be discussed9.3 Common characteristics of the

further in this report. Pacific Island states
9.2 The policy context - readiness to The Pacific Island states have common
implement health insurance characteristics which should be taken into

consideration for the design of the new health
The relevant policy context for the health sector care financing and delivery system that the
common in almost all Pacific Island countries peoples of these nations desire. In summary:
including the five project countries, can be
described as all having amgent need to reform « Health is predominantly provided and
health system delivery and financing to meet the  financed by the state where ministries or
growing demands of their populationsThe Departments of Health fulfil a range of
governments of the four and to a lesser degree responsibilities such as owning and
Kiribati have acknowledged the need for this organizing service delivery units, staffing and

reform in various policy pronouncements as well recruitment and general policy
as in their briefings and discussions with the implementation, which in its core includes
author. public health functions such as infectious

disease control, basic immunisations and
It was also identified in the informal economy maternal care, financing and implementation

survey conducted by this project, how the people  of health budgets provided by the state.
in general perceived the need for improving s The five project countries have national
public health services and thaalth careis one provident funds with a few decades of
of the top priority contingencies for the role bét institutional memory. As the NPF
government to provide and finance as a core  predominantly caters for the formal sector,
government responsibility. It may thus be fair to the reliance of the informal sector for the
state that the national policy climates are ripe  financing of health care will continue to be on
enough to implement change. This can vary in the government.
degree of effect in the delivery and financing of « pyblic health financing is mainly through
health services in each of these countries. supply-side subsidies where the public-owned
health delivery units receive an operating
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budget appropriated through the budgetary e
process and often implemented by the
Ministries of Health.

The public health workforce is paid on a
salaried basis. There are virtually no
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Capital spending during the past decade for
improving facilities has generally been
limited. Primary level facilities and most
hospitals look run-down. A significant
portion of bi-lateral aid from donors is spent
on improving the facilities.

alternative  provider payment methods
implemented in any of the countries under Figure 9.1
this review such as capitation or case-based

payment.

Donor funding for health

External resources for health as %
of total expenditure on health

User fees for health are becoming more
common. While acute care at public in-
patient care facilities is mostly free, many
people in Fiji and Vanuatu consider a
personal payment for health care as a natura
mode of service obtainment. Private
provision of services is thus growing due to
increasing demand.

TrT =

Fiji Kiribati Samoa
Source: WHONational Health Accounts2002. |

Solomon Vanuatu

Islands

All of the five project countries have
traditional and community based forms of

social protection. Mobilising a voluntary fund ponor support is an important source of finance
pooling arrangement for a community for most of these countries such as the Solomon
member at time of serious illness is common. Islands and Vanuatu, and to a lesser degree for
This is mainly through faith based Fijji and Samoa.Rigure 9.. It is also common
organizations, especially if the charitable tg engage overseas trained doctors and surgeons
contribution is considered essential for the o work in tertiary referral hospitals, where sglar
community member to receive care outside payments for them are sourced from the donors.
their village/community, or even outside the \hile donor (external) funded health care of
country. Kiribati looks a paltry 3 per cent compared to the
other countries in this review, the surgical
Overseas referrals for tertiary care are specialists in Kiribati are mostly overseas
common and all of these governments havenationals funded externally. Private provision of
bilateral arrangements with the host countries health services is increasing and all of these
receiving these patients. It is also common governments (except Kiribati where even no

that some people can have financial accessprivate pharmacies exists), are looking into more
through  government funded overseas public private partnership.

treatment programs, albeit the mechanisms

for access to this benefit works less |n further sections of this review, we will make

transparently. references to these common characteristics in
order to demonstrate their relevance to the

Disease patterns have shifted from recommended policy options.

communicable to non-communicable diseases

across the Pacific. While malaria g4

surveillance, disease control and treatmenthealth

are considerably well-managed in most of the

islands, the emergence of diabetes as a resulbemand for health services and demand for
of shifting dietary patterns is a serious health insurance or more specificaffinancial
concern. The long term repercussions of protection for healthfollow different dynamics.
diabetes is to have more acute care beds fofhile the informal sector population surveys
the treatment of advanced stage of diabeteshave revealed a priority for better health care
mellitus ~ treatment  including  surgical access, it may not necessarily be translated that
interventions (for amputations and cardiac the respondents are demanding a contributory
surgery etc), and renal dialysis. type financial protection mechanism. It may well

Demand for financial protection for
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be considered that the population purely countries. The rising costs of health care is often
considers that the government should allocatefar in excess of the level of the increase in gainer
more budgets for health, and that they continue toprice levels which has pushed most governments
receive all, albeit better quality, health care for to cut budgets and introduce cost-recovery in the
free. The policy climate in Kiribati was inclined form of official user fees for some of the health
towards this option rather than creating a new orservices.  Token amounts for medical
additional financial protection mechanism for the consultations or for diagnostic tests (pathology or
provident fund members. This is not surprising radiology) are quite common while most acute in-
given the country is a moderately high spenderpatient care is provided free of charge. The
for health (8.5 per cent of GDP which is on par demand for health insurance is closely correlated
with  OECD averages) and out-of-pocket with the general notion diow much health care
payments constitute less than 3 per cent of totalis free and how much of it is for a pric&he
spending (see Figure 9.2). populations of Fiji and Vanuatu have become

accustomed to a user-pay based health system and
If the governments’ fiscal positions are sound andin Samoa, the preference of even the rural people
health is considered a priority, there is virtually to be admitted to the only private hospital,
no further action to take other than allocating indicates the shift of population perceptions that
sufficiently larger amounts for health. This health is becoming less of a free public good.
unfortunately, is not the case in all five of the

Figure 9.2 Health care financing profile
Health Care Financing Profile of the Pacific Island Countries
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Source: Derived from data for the year 2002 in the WHO World Health Report 2005 Statistical Annex.

Figure 9.2 above reveals some of the healthSolomon Islands is a medium level spender (5 per
system specific issues pertaining to the countriescent of GDP) and out of pocket payments
under this review. The x-axis shows the share ofconstitute less than 5 per cent of total health
national income spent on health and the y-axisspending. Samoa, like Solomon Islands is a
shows the share of total spending on health that isnedium level spender, yet out of pocket

funded out-of-pocket. Systems that are payments constitute some 15 per cent, which is
predominantly funded by out-of-pocket methods much higher than Kiribati and Solomon Islands.

are generally speaking less equitable as theKiribatiis a high level spender yet households are
financial burden falls unfairly on the poor, old least burdened with out-of-pocket payments.

and sicker persons. Fijian households sacrifice a

large portion of their disposable income on health A policy challenge for the introduction of a pre-

care as evidenced from the share of out-of-pocketpaid or contributory type health care financing

funded health care at around 33 per &&nt.

® This comment has to be treated with caution. Fiji is

distinctively a net recipient of foreign patients from the rest of
the Pacific islands so the high out-of-pocket percentage
includes payments made by cross-border patients.
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scheme is merely considered to be an additional
source of income for the government, without
accompanying benefits, such as improvement in
service quality, then most members of the public
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will show reluctance to contribute to a The x-axis shows the percentage of total
prepayment or a tax specifically for health. This government spending committed for health. The
was discussed with the NPF and MOH y-axis shows governments’ share of total health
representatives to gauge the willingness of thespending. In all countries, governments account
fund members in particular and the general publicfor more than 60 per cent of total health spending,
to contribute specifically for health. with Kiribati being almost fully funded by the
government. These shares are generally speaking
The policy environment in Samoa shows a favourable in comparison with other developing
willingness for the provident fund (SNPF) to take nations where most health is funded by out-of-
a lead for including a health contingency, albeit pocket spending due to governments’ failure to
the approach was more of a savings-basedallocate sufficient funds for health,
method rather than a social-pooling based health
insurance mechanism. Nevertheless, the policyHealth is a favoured sector among all
makers have specifically put the option of social governmental portfolios and in Samoa it account
pooling as a special fund allocated out of for 14 per cent of total government spending.

deductions for individual savings. This share is also the highest in comparison with

the rest of the project countries. One reason for
Figure 9.3 Government financing of the high share of health funding is explained by
health care virtually no military spending in Samoa, whereas

both Fiji and Solomon Islands, having recently

experienced political turmoil, have considerably

Government Financing for Health Care 2002 large defence sectors in competition with other
Project Countries in the Pacific governmental portfolios, such as health. Solomon
o Islands has a major anomaly with regards to the
Kiribati government's role of providing finance to
o 100% ¢ Solomon il educational services. In the Solomon Islands the
= W% ¢ SOOMANE, education sector, unlike health, has never been
= 80% . free, and households are accustomed to a user-
= 0% Van’uatu Samoa pay based educational system and a free-
% ¢ Fij entltle_ment based health system. Thls_ may
== explain the low-demand from this community for
= W having financial protection for health.
© = 4%
o 30% Samoa’s health financing reform program aims to
pp shift part of the cost to the employers and formal
§ 10% sector employees as there i_s virtL_JaIIy Ii_t_t_Ie room
= % ‘ ‘ ‘ ‘ left to expand government financing. Fiji, being

General government expenditure

the largest country in population among the five,
500%  T.00% - 900%  1L00% 1300% 1500%  has also embarked on a reform program to have a
General government expenditure on health as%ofto tal national health insurance scheme under the

government expenditure auspices of FNPF. The MOH of Fiji has been

pushing this agenda forward while the FNPF is

inclined towards a membership-based approach.
The policy climate in Kiribati stands at the other MOH of Vanuatu has been considering a national
end of the continuum where virtually no such social health insurance for quite some time,
pressure from the provident fund members existsmainly due to policy advocacy by the WHO.
for including a health contingency to the existing However, their approach is inclined towards
benefits provided. Despite budgetary limitations, excluding the Vanuatu National Provident Fund
all health care has essentially been free forinvolvement in the affairs of the new insurance
decades and changing this status-quo requires aechanism.
lead from more than one pressure group such as
from the members of the Kiribati National In summary, the demand for social health
Provident Fund (KNPF) alone. insurance will be driven by two main factors:

Figure 9.3, shows information about 1. How much of the health care is free or likely
government’s role in financing of health care. to remain free, and
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2.  How much service quality would improve dependents. In many countries, social insurance
with the advent of insurance. schemes are often compulsory for the formal
sector and voluntary for the informal sector.
Reducing the level of free health care will
increase the demand for health insurance and thig\ family-based approach for coverage is
will more likely result in improvements to health recommended. This is especially important when
service quality by the additional spending on the unit of coverage of the social security
health through insurance. People are more likelyschemes during the design phase is defined. Some
to pay for health care that provides a better schemes cover workers only or may impose limits

quality service. on the number of family members to control costs
(i.e. Indonesia). For the Pacific Island countries,
9.5 Insurance coverage issues is recommended not to take the latter approach.

All family members should be entitled to the
Assuming the project countries consider same health benefits as the main contributor
insurance financing for health care, it should be (worker or other eligible beneficiary whose
recognised that the reform, will not be a zero-sumecontribution is paid by a third party). It is also
option for displacing all of government financing recommended to make the schemes compulsory
with health insurance. These two funding for the family unit as a whole.
mechanisms will not be mutually exclusive under
the Pacific context of reform where the provident Samoa’s voluntary approach for family members
funds are expected to play a major role, but notwas critiqued and it was recommended to make
necessarily the primary role, of funding health registration of all spouses and dependent children
care. compulsory.

In Samoa, some policy discussions haveAs a transitional step, it may be considered to
unnecessarily ended in a gridlock, where make formal sector coverage compulsory, and
criticisms were made of medical savings (or ainformal sector coverage voluntary. Currently, the
function of it for health insurance) to replace tax policy thinking in the Pacific countries is
funding. None of the Pacific countries can adopting a dual-responsibility approach for
finance all of their health spending by simply financing health care. Accordingly, NPF induced
shifting the total cost burden to the formal sector insurance schemes are specifically designed to
This does not make economic sense as it mayexpand coverage to the formal sector in Samoa,
cause productive capacity to become assuming the informal economy would continue
overburdened and less competitive compared tao be looked after by the government. There are
the other countries’ manufacturing, trade and limitations on the practicality of this approach
service industries. which will be highlighted later in the chapter.

Health insurance is expected to play a top-up9.5.2 Membership registration,

funding role. Therefore as the health insuranceverification and contribution issues

scheme cannot finance all of the funding needs of

the health sector, details about what these fundsA major challenge exists for NPF to register
will be used for in terms of coverage of services dependents of the active contributors when they

and coverage of people must be determined. embark on expanding social security benefits to
include the health contingency. In practice, NPF
9.5.1 Unit of coverage, compulsory and information systems keep data only about the
voluntary mechanisms for expanding main contributor in their databases and
cover sometimes include a separate field for the spouse

to establish survivorship. Family coverage
An important aspect of social health insurance isrequires modification to the NPF information
whether the proposed schemes would coversystems which is well within the capacity of the
members only, or members and their dependentsprovident funds in the project. However, a
Secondly, coverage can be compulsory ornumber of considerations will come to play once
voluntary or both. Samoa’s proposed National the NPF become more than just an administrator
Health Care Financing Scheme has called forfor retirement savings. The following
compulsory membership for the active considerations will constitute part of the business
contributors and voluntary membership for their
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rules which the legislature will need to draft the by taking the health status of the insured people
regulations which accompany them: into account frequently pricing high-risk
individuals and small employers out of the
e Whether health insurance contributions will market.
be levied on combined family income or on
the income of the high income earner in a Samoa’s proposed national health financing
family with double income earners, scheme has legislated for a 6 per cent deduction
e  Whether a health insurance card needs to bérom payroll for MediSave Scheme (an individual
issued to verify the eligibility of the health savings account) and a flat amount per
members at time of contacting health person for the Medinsure scheme (social health
service facilities, insurance) which was using elements of both

«  What length of validity period would the community and risk-rating_. The flat amount
health insurance cards carry; whether theyPremiums were community-rated as far as

would be valid for the length of contributory €arning level of contributor was concerned but
period or have a fixed term which is risk-rated for the average family size, where large

renewed periodically, and households had to pay a higher amount. If FNPF

«  Whether the schemes would allow coveragein Fiii opts to buy private group cover from a
for old age dependents on a compulsory orPrivate health insurance agency, it would be

voluntary basis with their inclusion carrying highly likely that the insurer would impose risk-
a surcharge on premiums. rated premiums on the provident fund members.

It is recommended for the countries to give lesserThese issues will be elaborated on in the
priority for these types of issues which relate to following sections. In general, priority should be

the operational business rules. the main policy design of social health insurance
schemesather than the business rules. The core

9.5.3 Setting premiums and rating design would define whether the scheme would

methods be compulsory or voluntary, with or without

dependent inclusion and whether premiums

Premium is an amount paid to an insuranceWOUlq be commun_ity or risk-rated. As a best
carrier for providing insurance coverage under aPractice approach, it is recommended that formal
contract. It constitutes a monetary payment made€mployment sector schemes be compulsory,
in advance for a defined benefit package.inclusive of dependents, and premiums to be
Contributions are often defined as a percentage ofommunity-rated.
salary (i.e. formal sector employees) or it could o _
be a flat-amount collected periodically (monthly, 9-6  Organizational ~ and  functional
quarterly, semi-annually or annually) from the ISSUES
informal economy and the self-employed.

Generally speaking, social health insurance based
The premiums are set by two methods: either byhealth systems differ from general tax-based
community-rating or risk-rating. Community ~ health systems with regards to the way basic
rating sets insurance rates based on the aVeragfémcnons suc_:h as revenue collection, risk pooling
cost of providing health services to all peoplain and purchasing arrangements operate. Secondly, a
geographical area, without adjusting for each New administrative structure within the NPF or
individual's medical history or likelihood of using Separate from the NPF may need to be set up for
medical services. With community rating, performing _these_functlon's. This must be assisted
premiums do not vary for different groups of Py @ functional information system that has a
subscribers or with such variables as the group's$strong decision-support component for assisting
claims experience based on age, sex or healttfcheme administration, policy development and
status. The intent of community rating is to fraud contro_l. Each _of these issues are considered
spread the cost of illness evenly over all in the following section of the report.
subscribers rather than charging the sick or higher . _ _
users more than the healthy. Social health9.6.1 Administration of health insurance
insurance schemes use community-rating. Risk- o _
rating on the other hand involves setting of Given the institutional presence of an NPF in
premium rates by insurers (often by private each of the five countries, it is feasible to estru

companies) for individuals and small employers
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new responsibilities to NPF for administering JAMSOSTEK and JPKM catering for different
health insurance. population segments; respectively, the civil
servants (ASKES), private industry

Currently NPF performs three primary functions: (JAMSOSTEK) and the informal sector including
the beneficiaries of free health care (JPKM and

. Collecting retirement savings from their Kartu Sehat programs). In Turkey, social security
members (a payroll deduction), is administered by three agencies, Emekli Sandigi

«  Managing and investing the funds, and for civil servants, SSK for private and state
. Paying out a lump sum when members Owned enterprises and Bag-Kur for the self-

become eligible (or in some cases a monthly employed. However, Turkey has embarked on a
pension). reform to merge the three separate entities under

a single umbrella organization like that of the

Health benefit paymentsl unlike |ump sum Vietnam Social Security Agency. Given the two
pension payments are of a recurring nature fromcountries have similar population sizes and
the time health insurance schemes areSufficient corporate memory and institutional
implemented. The schemes require administeringknow-how accumulated over years, it may well
benefits to more than just the main contributor if Pe said that the trend is followingsangle-agency
dependents are also included. NPF need to asse$¥th instead of creating administrative layers and
their administrative capacity to embark upon this fragmenting the risk pools.

new social security contingency. Given the size

of their current membership pools, all the NPFs in For the Pacific Island countries, a single health
the project countries are believed to be capable ofnhsurance administration is considered feasible.
administering health insurance, yet as seen in thedetting up special divisions within NPF or
Fijian case, other considerations may arise whichindependent health insurance boards accountable
may result in reluctance of a member-basedto the MOH may be efficient for the relatively

agency to administer benefits for non- small §ize of the.prOjeCt (_:ountries. Fiji b.eing
contributory members or the rest of the largeris an exception and will be evaluated in the

population. following sections.

The level of public trust in the NPF is also If NPFs are chosen as the agency-responsible for
paramount. The 1998 street demonstrations forhealth insurance, amendments to the NPF Acts
prudential failure of Vanuatu National Provident need to be passed. Setting up new statutory
Fund (VNPF), has resulted in some cynicism by authorities will require new legislation and may
members and the general public about thetake longer.

suitability of the provident fund to manage

members’ contributions. This is reflected in the 9-6.2 Revenue collection

Solomon Islands MOH approach to set up a new

board accountable to MOH for health insurance The capacity of a social insurance based health

administration, if the country launches a national System to raise revenue is not fundamentally
scheme. different from a general tax-based system. If the

country in question has weak tax collection

After FNPFs decision to assess feasibility of mechanisms, then a payroll based social health
purchasing a group-cover private scheme for theirinsurance revenue collection will suffer from the
members, MOH of Fiji is looking into alternative same kind of setbacks as the general fiscal
mechanisms such as setting up a new para-statdnanagement does. Social health insurance should
agency for administering health insurance Not be seen as a panacea for solving the problem
benefits for non-membef$. Setting up separate Of raising all the revenue needed for funding
administrative  bodies for social security health care. Most countries with larger rural
administration is not uncommon in the rest of the Populations in sparsely populated areas such as
world. The population size of Indonesia being the Pacific have weak capacity to collect fiscal
large has been instrumental for setting up separatéevenue. This is also true for raising revenue from

social security agencies like ASKES, those that are engaged in the informal sector,
rural and urban alike. However the importance of

social health insurance revenue grows
5! A recent review by the WHO following the change of policy substantially larger as the country gets more

direction of Fiji after communications with the ILO Consultant urbanised and the formal sector grows bigger
had called for evaluating the feasibility of this option. '
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Another concern is the impact of social insurancethe current benefit outlays are less than the
premiums on government finances. In Pacific premium revenue, health insurance accumulates
Island countries, the government is a substantialreserves and if the opposite is true then the
employer and payroll-based taxes ultimately reserves are drawn down for the benefit of all
require the government as the employer tomembers.
finance the premiums. The impact of Samoa’s
proposed MediSave scheme was estimated to costhe policy makers in Samoa have proposed a
the government about 1per cent of total recurrenttransitional process for readying the members for
public spending. This cost will probably be a social pooling scheme. While a 6 per cent
similar for Fiji but more substantial for Solomon contribution for medical savings is prescribed by
Islands. the legislation, neither is this entire amount
allocated for recurrent health spending as a
Social health insurance revenue from prescribedpooled fund nor considered a saving for future
deductions on payroll can be classified as para-health expenses only. It is currently envisaged
fiscal income as separate from general taxesthat about a third or quarter of total medical
(which is purely fiscal) if the collecting ageney i savings would be socially pooled, and the
different from the office of general revenue. remainder will be invested for future retirement
While some reviewers classify the Australian savings. The proposal was made attractive to the
Medicare Levyas a type of social insurance SNPF members by presentindedisave as a
contribution, this is collected by the same federal cashable amount additional to the retirement
revenue collection agency, the Australian lump sum if not spent during the working life of
Taxation Office and not by a para-statal social contributor.
insurance organization like the Health Insurance
Commission (Medicare Australia). In principal, It is too soon to make conclusive remarks about
collections need to be enforced either by thethe strategy chosen by Samoa. However, it is
agency specifically set up for collecting social recommended that the other project countries
health insurance premiums or by the tax monitor progress in Samoa as well as developing
collection agencies. their own transitional strategies. For instance, th
path favoured by FNPF to purchase group cover
As introduction of any new taxes require public is expected to have limited success due to moral
debate, advocacy and acceptance, it is not an eadyazard issues prominent among private schemes.
undertaking to legislate a new form of tax without However it may also be taken as a transitional
having a justifiable reason for it. To gain strategy to build pre-payment scheme know-how
stakeholder acceptance, transitional strategies cawhich would eventually yield itself to become
be implemented such as the one that wasadministered by the member's own agency
proposed for Samoa. As emphasised before(FNPF) or by a national health insurance
public trust in the agencies which are tasked withauthority.
revenue collection will always remain important.
(1) Risk pooling
9.6.3 Transitional strategies for the
Pacific Island countries The existence of NPF in the project countries has
its advantages and disadvantages. In one regard, it
It may be taken for granted why Samoa chose tois much easier to raise revenue through an
adopt a Singapore-like medical savings schemeinstitutional setting that has established stayutor
instead of atraditional social health insurance presence. NPF can easily collect payroll-based
scheme. A medical savings scheme is memberdeductions specifically for health from members’
based and not risk-pooled. It serves as a stockpay in addition to the retirement savings. On the
amount for the contributor unlike health other hand, these institutions are set-up to protec
insurance premiums which is essentially an and safeguard the interests of their members only.
expense for the member and an inflow (premium Broad-based risk pooling may not necessarily be
income) for the scheme administrator. The in the best interests of the members, if the
unspent component of health insurance moniesmembers are to be risk pooled with the rest of the
serves as a stock amount and kept in reserves fopopulation who have lower capacity to pay.
the benefit of all risk pool members and not just
for the benefit of contributing member (as in the This very phenomenon is considered to be the
case for individual health savings accounts). If root problem for the lack of consensus between
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FNPF and the MOH of Fiji and to a degree

between MOH of Samoa and SNPF. FNPF is not
willing for their members to become part of

broad-based risk-pooling. It can also be

concluded that this agency prefers not to be the
administrator of a national social health insurance
scheme for the non-members.

Given Fiji's population, it may well be
considered to have a fragmented risk pools, one
for the formal sector (administered by FNPF),
and one for the informal sector (administered by a
new agency under the auspices of MOH). As a
best practice approach, it is generally o
recommended for countries to have a single-risk
pool, or simply, a national social health insurance
scheme. However, if the reform program is
hindered by divergence of opinion among various
stakeholders, it may well be suitable to
implement transitional steps where population
risks are pooled separately.

(ii) Benefit package

The benefit package constitutes an important
element of any health system design whether

communiqué to the general public, in simple
non-technical language that everybody can
understand, what the government or a social
insurance scheme warrants paying. As an
example, an essential benefit package can be
defined as all general practitioner
consultations or contacts made at
government owned health stations/clinics
(instead of using the term primary care), all
referred hospital care (instead of acute in-
patient care), and essential drugs (instead of
pharmaceutical benefits).

A detailed schedule of medical and
pharmaceutical benefits is a product
developed for the health administrators from
both provider side (doctors, clinics,

hospitals) and financing side (insurers and
agents like the ministries of health, finance,
social security etc). The schedule contains
an itemised list of medical and surgical
procedures and interventions, treatment
regimens, pharmaceutical products, medical
supplies, prosthetic and orthotic appliances
etc.

social insurance or tax based. In essence thd=or expanding social security benefits in the

benefit package defines the

population Pacific Island countries, the focus should be on
entitlements to health care and provides guidancewhether

the health contingency would be

on inclusions and exclusions. The likely role of included in the scope of work of the NPF, or

health insurance financing is a top-up funding alternatively whether a national health insurance
option to tax, and the two sources not beingadministration should be set up. Irrespective of
mutually exclusive. As a top-up option, policy the option chosen, clear guidance should be
makers need to establish what services (benefits)ssued to what each agency will provide, and for
will be financed by health insurance and what which segments of the population.
will be financed by general taxation, and who will
benefit from these different sources of revenue. The entitlements of the social insurance scheme
members in dual-funded systems should be
During the design of health insurance schemesdefined separately. The key issue here is how to
most policy makers become pre-occupied with separate the financing responsibilities which arise
preparing detailed fee schedules for a couple offrom the existence of two funding sources (social
thousand or more medical and pharmaceuticalhealth insurance and taxes). In established health
benefits with varying degrees of co-payments financing systems where universal health
which may be applietb or waivedfrom various insurance is the norm, such as the National Health
types of beneficiaries. Bosnia and Turkey are Service of U.K. and Medicare of Australia, all of
currently reviewing their existing schedules and the population has a defined health entitlement. If
Malaysia is aiming to develop a whole new the proposed policy changes recommended by the
scheme. This process unnecessarily burdens theroject in the Pacific Island countries occur, then
non-experts and delays the core reform programthe issue ofwho provides and funds whatill
It is highly recommended to separate the two become a policy issue.
issues which relate to benefit package design:
Box 9.1 below presents alternative packages of

. Population entitlements to essential health care that can be funded by general taxes and by

care are not synonymous with a schedule ofsocial insurance taking the system characteristics

medical and pharmaceutical benefits. An of the Pacific Island countries into account.

essential benefit package is a short
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Box 9.1 Alternative benefit package
design for Pacific Island countries by

General Tax funded benefits (from Public Providers
only)
®  Primary Care:
= Rural health
= General Practitioner Consultations
= Basic immunizations
= Maternal care
= Primary Dental and School Dental
®  Essential drugs
®  Chronic Care
= Renal dialysis
= Diabetes patients
= Cancer patients
® Medical Evacuation Overseas

Social Health Insurance funded benefits and benefits
provided to the beneficiaries of government funded Social
Safety Nets for Informal Sector/Poor (from both Public and
Private providers)

®  Acute in-patient care (apart from chronic care)

®  Specialist consultations and hospital outpatient
services

Social Health Insurance: Principles

care like renal dialysis which is already funded by
state and whether these types of benefits would
continue to be funded in the future after the SNPF
scheme starts. For clarity, it is recommended to
establish mutually exclusive funding
responsibilities for the government and the SNPF-.
This recommendation applies to the rest of the
project countries who wish to embark on social
health insurance.

One final consideration with regards to the
benefit package design concerns the private
health insurance industry. In established health
systems where universal cover is the norm,
private health insurance policies mostly provide
cover for the excluded services (such as dental,
optometric etc) and elective procedures which
can be done immediately at any private health
care provider without being on the public
provider waiting list. In such systems, the private
health insurance becomes a supplementary cover

scheme rather than positioning itself as a
competing scheme to the scheme being provided
by the government. Benefits excluded from the

two main financing sources (taxes and social
Supplementary Benefits (Social or Private Insurance health insurance) can be included in

o e o e provided) supplementary insurance policies which can be
®  Optometric offered by the social insurance agency itself by
: Elective surgery applying surcharge on current premiums or by
private insurance companies as shown in the last

® Diagnostic services (pathology and imaging)

®  Ambulatory medical drugs (not covered by the
essential drug list)

®  Overseas referrals (apart from Medical Evacuation)

Elective overseas referrals
source part of Box 9.1.
Generally speaking, tax-funded benefits are bestiii)
suited for those that are provided by public
owned health service delivery units, whereas
social and private insurance can contract with One advantage of social health insurance based
both public and private providers. health systems is the advantage the administering
agencies have vis-a-vis tax based systems to
The dual responsibility issue for funding different purchase best possible health care for the
packages of care has been highlighted in thebeneficiaries. Purchasing is a function which
review of Samoa National Health Financing involves contracting with the health service
Scheme proposal undertaken by this project. Itproviders, public or private alike and agreeing on
was recommended that clear responsibilities forcertain terms including those that relate to qualit
financing packages of care should be establishewf care and the method of payment.
once the SNPF starts collecting health insurance
premiums. The practical examples include Public and private partnerships in provision and
financing of renal dialysis which is already done financing of health care often create controversies
by the government for the whole population between various stakeholders which could well
whether they are members of the SNPF or not.  be ideologically driven (such as social/egalitarian
versus liberal/market competition approaches
The SNPF scheme in essence provides benefitetc). For an objective view on this matter,
only for acute in-patient care services. In otherreliance on evidence rather than siding with a
words all out-patient care either at primary or particular ideology is essential.
secondary level would continue to be funded by
the state in the same way that it is now funded.Health systems which provide more choice are
The problematic issue concerns high cost acutegenerally speaking more efficient than those that

Contracting with providers: balancing
public and private provision
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have only one type of provider. This holds true control of incomes of doctors who practice
for purely private provided (and often funded) privately. The Australian experiences can not be
systems such as that of US which is not as costgeneralised due to differences between rural,
efficient as systems where public sector has aurban and metropolitan practices. It is believed
predominant role. In effect, existence of both that rationing is taking place to some extent
public and private health care providers and where low income earners who have more time to
social and private insurance can be consideredspend at public waiting rooms are opting for
more desirable than having a single choice. Onpublic provision and employed people with
the other hand, dominance of the private sector inmoderate/high incomes and less time to wait at
both provision and financing of care is often a public centres are opting for private insurance and
recipe for a faster increase in health care caosts i private provided care.
comparison with systems where public has a
more dominant role. Social health insurance An important dimension for the Pacific Island
funded systems often serve well for finding the context is consideration of which health insurance
right balance between public and private administrators may opt for contracting with
provision of health care. providers overseas. The options may include
purchasing/financing whole medical teams to
One of the issues raised by the SNPF in Samowisit host countries to perform screening and
was members’ willingness to have access tosurgical operations on scheduled time-frames as
better quality care including private hospital well as having a contract with them for sending
services. In the broad context, the SNPF schemgatients to be treated abroad.
aims to create competition between public and
private providers. One of the arguments that wereThe success of Samoa and Solomon Island policy
put forward was the possibility for the MOH to initiatives can only be evaluated in the long term.
open private wards to tap into revenue from thelt is expected that health insurance will consgitut
SNPF financing (insurance and medical savings).an additional source of income to the public and
This is labelled as public/private partnership. private health service providers alike. It is
recommended that policy makers operationalise
Solomon Islands is also considering whether tosocial health insurance before providing
allow right-of-private  practice for their incentives for the private sector to flourish. This
government employed doctors in order to will create a more balanced public and private
improve their salary levels. Unlike Samoa, this provision of health care.
approach is expected to tap into private revenue
sources (private insurance from Police and (iv) Provider payment methods
Teachers Association schemes and out-of
pocket/user pay funding). While this is well- The design consideration should take provider
intentioned, it is often difficult to establish how payment methods into account. If user fees are
much of the doctor's time should be spent on applied, it may be considered that the formal
public and private patients separately. Right of sector social insurance scheme may pay for these
private practice often results in doctors spendingfees while the excluded populations would have
more time with private patients and could well be to pay them out-of-pocket. A fee-for-service
a perverse incentive as has been evidenced ipayment mechanism is not the only option to be
Turkey and becoming increasingly more common considered. It may well be possible for the
in Australia. After government's deliberate insurance agency to establish a different payment
efforts to increase private insurance membershipmethod with the health care providers on terms
in Australia, specialist doctors who see their that are different to what is applied to the gehera
patients in public out-patient wards are public.
increasingly recommending their patients see
them at their private clinic to reduce waiting Full literature on various provider payment
times. methods and their potential advantages and
disadvantages can be found in published sources
After successive years of public service quality including the latest WHO review of Social Health
decline, Turkey is considering the proposed Insurance Schemes in Asia and the Pacific. The
universal social health insurance scheme tofollowing table {Table 9.} from WHOs draft
become the sole agent for purchasing privatepaper titledStrategy on Health Care Financing
health care. The aim is to have a lever on thefor Countries of Western Pacific and South-East
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Asia 2006-201(rovides an overview of various doctors of internal medicine, paediatrics and
provider payment mechanisms that are currentlygeneral surgery started to provide primary care
applied today. services in addition to specialist services.

Instead of providing a literature review, it is These types of provider payment options can be
desirable to highlight the main policy focus to the engineered by the MOH regardless of whether
project countries in the Pacific. It is highly social health insurance schemes are introduced or
recommended to adopt payment methods thatot. Furthermore, the benefit package design is
provide incentives to health service providers for highly interlinked with the method of payment
improving service quality and establishing each financing agent (MOH, the NPF or the
presence at close-to-client locations. national health insurance authority) may choose.

The exclusion of primary and secondary level
When Bulgarian and Romanian national health out-patient care services in Samoa means the
insurance agencies started to offer capitationSNPF can not offer capitation-based contracts to
based contracts to primary health care physiciangyeneral practitioners. For acute in-patient care
(who were previously paid a salary), a good services provided to SNPF insured members, it
number of general practitioners chose to openwas recommended to adopt a case-based method
rural practices and a sizable number of specialistinstead of fee-for-service.

Table 9.1 An overview of provider payment mechanism s
Payme_nt Unit of payment Economic incentive Foreseeable effects
mechanism
Fee for Medical procedures Maximise number of 1) Limited prevention
service medical procedures 2) High Technology
3) Supplier induced demand generation
4) Rate discrimination
5) Inequalities
Salary Time worked Minimize work effort 1) Importance of salary raises and
promotion
2) Growth planning
3) Circumstantial cooperation and
competition among physicians
Capitation Payment per registered Maximize number 1) Prevention
person, based on affiliation 2) Referrals
mgmpershlp or Minimize costs 3) Risk selection
affiliation, and estimated -
cost of care 4) Under-servicing
Per diem Payment to a hospital Maximise number of 1) Increased average length of stay
per night stayed per stays 2) Reduced cost of stays
patient Minimise average cost 3) Unnecessary hospital admissions
of stays 4) Reduced outpatient and day surgery
Per case Payment to a hospital Maximize number of 1) Increased admissions
per admitted patient admissions 2) Reduced average length of stay
rsfgjlrdless of length of Minimize average cost 3) Readmissions
of each admission 4) Unnecessary hospitalizations
Budgets Payment to a provider Minimize costs 1) Expensive implementation
for an undefined activity Cap total spending 2) Compatible with planning
within a period of time 3) Room for provider to manoeuvre

Source: Adapted from “Paying Health Care Providers in the Caribbean”, Pinto M. Andersson B. WHO Pan American Health
Organization, 2001.
Reprinted from “Strategy on Health Care Financing for Countries of Western Pacific and South-East Asia 2006-2010" WHO
Western Pacific Regional Office, June 2005.

Similar policy reforms need to be considered project countries would welcome introduction of
depending on how the benefit packages arenew provider payments and how well various
designed, how the provider lobby groups such asstakeholders collaborate and participate in health
medical and nursing associations in the ILO sector or health financing reform.
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Another issue relates to accounting and billing (v) Information systems
processes that need to accompany provider
payments. Under a free-of-charge health systemit is highly recommended that an information
funded through a budgetary process with periodicsystem that can cater for dealing with third party
cash or bank remittances to the health servicepayers is developed by the providers in order for
provider, there is little a provider can do with a health insurance to assume a meaningful role as a
third party payer like an insurance agency. Thisfinancing agent in the health sector. This
has been an issue for Samoa’s health system iinformation system does not have to be
general. While user fees are applied per night ofcomplicated and could well be developed on
stay at hospitals, the charges are considerably lownative decision-support platforms or desktop
(token fee) which are not commensurate with productivity software suites like MS-Excel
actual cost of care, nor are they considered to b&€Spreadsheets), MS-Access (database).
the basis of charging SNPF for members’ health
benefits. Both hospitals (providers) and NPF (financing
agent) need to have a functional information
The public health systems in most Pacific Island system which at the least should possess some
countries especially Kiribati, Solomon Islands interface that monitors health service use and
and Samoa have very little experience with expenditure. The active membership sizes of NPF
accounting and billing systems suited to a fee-for-in the project countries except for Fiji are
service type of environment. Even in Samoa manageably small. Therefore they don’t demand
where the health service provider can collecta complicated transaction processing system as
statutory charges from third party payers like most large social insurance agencies elsewhere in
Accident Compensation Corporation and the the world use. All NPFs in the project countries
SNPF for the Senior Citizens Benefits Scheme,possess a transaction processing system for
cost-recovery from them have been very small. managing retirement contributions, investments
Only private providers in Fiji, Vanuatu and one and fund withdrawals. Depending on whether
hospital in Samoa have accounting and billing personal loans are provided to the NPF members,
systems which can be considered as a source afome information systems like Samoa’s possess
information for negotiations between a third party typical credit grant, loan servicing and monitoring
payer (insurance agency) and a provider oncomponents. It is most likely that only minor
contractual terms that are agreeable by bothcapital and software development expenditures
parties. would be sufficient to scale the existing
information systems of the NPF to accommodate
It is not necessary for health insurance to assume health insurance scheme. This may be another
a fee-for-service type provider payment method. consideration for choosing the NPF option for
Regardless of the chosen method, the policyintroducing health insurance instead of setting up
makers may choose to collect co-payments fora new authority or agency specifically for health
some health services from both insured membersnsurance.
and the rest of the population which are not
insured by the insurance scheme, yet eligible for9.7 Extending coverage to the informal
tax-funded benefits. The Samoa proposal forsector — poverty focus
instance called for co-payments for acute in-
patient care which was critiqued by the project 9.7.1 Government-funded social safety
review. While we endorse high cost interventions nets
to be covered by insurance schemes in order thaAn important factor which may impede project
they provide financial protection to the members, countries from taking action on introduction of
it may be considered to collect affordable co- social health insurance is the existence of the
payments from some services in order toinformal economy, often a large segment of the
circumvent excessive consumption or moral population which has very little capacity to pay
hazard? for non-essential services. contributions. Social safety nets, not just for
health but for other contingencies such as old age,
educational access for the poor etc are
considerations which all governments have to
accommodate in social policy design. Without
®2 Moral hazard in insurance parlance refers to abuse of providing a full literature review on definitional

insurance benefit by insured people which yields to an aspects of social safety nets. we would like to
increase in health expenditure. !
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emphasise the importance of designing socialcontribution to the social health insurance
security systems which possess equity andscheme.
solidarity traits in their core design.

If the legislation of NPFs in project countries is
Protecting the poor and vulnerable from ill health modified to administer health benefits, the
and poverty due to illness can be accommodatedlemand-side subsidies can be directed to these
within social health insurance design. As authorities who would then contract with the
previously mentioned, the Pacific Island countries health care providers and channel the funds
already provide funding for health care, often accordingly. The main advantage of a demand
through the supply side subsidies. Social safetyside subsidy is its superiority to makeoney-
nets need to be designed if the current supply siddollow-the-patientrather thanmoney-follow the
subsidies fail to deliver good quality and providerwho may or may not provide care if the
sufficient amount of health care to the population, population that needs the services is unable to
and the policy makers then resort to cost recoveryaccess health care. Demand side subsidies may
by introducing user charges for government bring more transparency and accountability to the
provided care. This manifests itself with the system as some countries have learned over time.
amount of out-of-pocket funding for health care.

Vietnam’s experimentation with free health
The share of out-of-pocket funding for health care insurance cards for the poor in the past decade
in total health spending as demonstrated in Figurehas indicated that even with the demand side
9.2 provides an insight into the workings of subsidies, the poor had difficulty in financial
health financing systems in the countries. In access. More reform was introduced to bring the
general, the five project countries apart from Fiji services to the populations that most need them.
do not have large out-of-pocket payments for The changes included that entire ethnic, rural and
health. Yet the national averages may concearemote communities were funded by the
that rural and poor people often sacrifice more of government by making incentive payments to the
their disposable incomes for health care in health care providers that provide services to the
comparison with the urban and rich. Apart from poor, disadvantaged and ethnic minorities.
official fees, indirect costs of health care sush a
patient transport, expenses of accompanyingWithin the evaluation of the National Health
family members for those who are hospitalised, Financing Scheme of Samoa, the negligence of
and hidden costs such as loss of income duringhe informal sector and the poor was evidenced in
illness all place unfair burdens on disadvantagedthe core design. It was recommended to the
people. Social insurance schemes may helppolicy makers to consider a demand side subsidy
alleviate the negative impact of these factors. which can be paid directly to the SNPF. This

agency has already been administering a
A government funded social safety net can government funded scheme for the senior
change the direction of subsidies in order to citizens, and hence another government funded
improve financial access of those people whoscheme which provides health insurance for the
have low capacity to pay. Turkey, Vietham and poor is not fundamentally different to the former.
Indonesia have all set/up government fundedSNPF as the national administrator of the health
social safety nets for health. Th&reencard insurance scheme can purchase health care for the
scheme in Turkey, thelealth Care Fund for the eligible members on the same contractual terms
Poor in Vietnam andKartu Sehatprogram in  as has been done for the contributory members,
Indonesia provide cover to about one fifth of the shoring up solidarity and improving risk pooling.
populations in Turkey and Vietnam and one tenth This option will most likely receive little atteotn
in Indonesia. Instead of providing bulk funding at the moment but could well be experimented
for all of the citizens in the provider budgets after five to ten years of implementation of the
(hospitals and clinics), the governments may formal sector health insurance scheme.
prescribe a premium amount per beneficiary and
direct the subsidy to a purchasing agency such a3he same policy may be considered by Fiji. In
the national health insurance authority. This essence, if government funding for health care is
option can be achieved in a way that is cost-limited, it is more equitable to prioritise funding
neutral to the government. The same amount thahealth care for those that have no capacity to pay
is currently being spent or should ideally be spentinstead of providing low quality and low amount
on the poor can be set as a governmentof care to the whole population.

153



Feasibility Studies

9.7.2 Community-based financing and premiums (rather than a percentage of earnings).

voluntary health insurance schemes This however has to be considered after
organization and administration of health

Community based financing, sometimes referredinsurance is decided. NPFs can offer voluntary

to as micro insurance does exist in many health insurance schemes to non-members similar

communities in the Pacific yet their level of to voluntary retirement contributions which have

effectiveness in providing financial protection to been experimented with in Kiribati. In summary,

those that are suffering from ill health is it should be well established that voluntary

undocumented. Community financing can be schemes are highly susceptible to adverse

charity based like those provided by faith-basedselection and moral hazard yet many countries

organizations where voluntary contributions are implement them in order to offer some financial

put in a common pool for handing out cash protection for their citizens.

benefits to sick members. More advanced

community based schemes take the form of a9.8 Country reviews

local community organization such as village

administration, rural health clinic or a non- In this part of the chapter the basic health

governmental organization administering the financing profile of Solomon Islands is presented

scheme. In Vanuatu, the Trustees Boartlic, a followed by a description of the policy context.

relatively well-off island community, is paying The profile was prepared by using the latest

monthly cash benefits to their senior citizens andNational Health Accounts (NHA) data available

they were considering an inclusion for a health at the WHO web sit& The policy context is

contingency. based on written information made as well as
through communication with various

For Pacific Island countries, community-based stakeholders.

health insurance would likely be of limited

success. It is recommended that the government

either ensures physical and financial access to

rural and remote island communities through the

supply side subsidies as they currently do, or

through social safety nets as explained above by

changing the direction of the subsidies to the

demand side.

Pacific Island countries have also experimented
with  voluntary health insurance through
professional associations. Teachers
Unions/Associations in Vanuatu and Solomon
Islands and the Police Association in Solomon
Islands have voluntary health insurance schemes
that provide supplementary cover often for
private outpatient medical consultations and
drugs. The schemes cover the workers and their
dependents, yet they all experience the same kind
of problems which any voluntary scheme faces
such as adverse selection and to a limited extent,
moral hazard. However, the existence of such
schemes should be considered an advantage for
these countries. The concept of pre-payment for
health care among the formal sector is well
established and populations in these islands
demand better access and better quality health
care.

% See www.who.int/nha/en for English language web site of

I country profiles and NHA data between 1997-2002. There has
It may thus be SqueSted for the Pacific Island been a restatement of Vanuatu NHA data series from 1997

countries to consider voluntary schemes for thesince they appeared in the Statistical Annex of World Health

informal economy which may use flat-amount Report of 2003. We use the latest available information which
covers 1998 to 2002.

154



S

Ilﬁﬁiﬁiiil

9.10 Kiribati Health Scheme Overview

Figure 9.4
Kiribati: 1998-2002
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Basic profile

Kiribati is a high spender
on health in terms of
share of national income
spent on health (see
Figure 9.4, graph 1) yet a
low level spender in per
capita terms (see Figure
9.5). Share of health
spending has remained
within  7.5-8.5 percent
GDP in the decade or so
which is on par with

most OECD countries.
Government accounts for
virtually all of health

spending  (98-99 per
cent). Health accounts
about one tenth of total
government  spending,
which given the young

age structure of the
country as in most other
parts of the Pacific, is
expected to increase in
the coming decades. All
things being equal,
decreasing educational
budgets can be used to
accommodate rises in
health costs although the
two portfolios will not be

on par in terms of

substitutability.
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Figure 9.5 Per capita funding for
health care in Kiribati: 1998-2002
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While external sources account less than 3

percent of total spending, this is believed torbe i
cash terms only. The in-kind support of other
countries for sending trained health personnel on
payroll of the donor is expectedly not included in
external funding data.

Out-of-pocket funding for health care is

negligibly small. Per capita health spending is
about USD 50. As Kiribati uses Australian dollar

(AUD) as the medium of exchange and

government accounts for most of health spending,
per capita health funding by the government and
the measures of the two figures in purchasing
power parity terms are almost on par with per
capita total expenditure on health at average
exchange rate.

9.10.1 Policy context
(i)

Kiribati government’s continued role in financing
health care out of government revenue and the
remoteness of the islander communities from the
rest of the world renders the country a low
probability candidate to introduce social health
insurance. However, there are emerging issues
which need to be taken into consideration as the
current system may fail if health care costs
increase in excess of government’s revenue
capacity.

Government financing

While the role of government in financing health
care is important, Kiribati is a low-tax country
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and earnings of the islander communities are low (iii) Private health care and overseas

and diversity of economic activity is fairly limde referrals

due to geographical isolation from the rest of the

world. The government budget is heavily Private health care is almost non existent. Drugs

dependent on fishing licence fees collected fromand medical supplies are all purchased by the

foreign fishing companies and the price of fish MOH often with open tender. Like private health

exports. As commodity prices showyclical care, no private pharmacies exist in Kiribati. All

volatility government revenue is affected by drugs throughout the scattered islands are

cyclic economic downturns. The government’'s dispensed through publicly owned drug

specific- purpose equalisation fund is used todispensing units.

smooth out large fluctuations and through the

equalisation process there has been a fairlyThe majority of overseas referrals are made to

consistent pattern for healthudget allocation. Fiji, predominantly to the private hospital in

However the MOH expects the current year's Suva. Roughly 40-50 referrals take place a year

health budget to be slightly lower than last year. but the number could be as low as 10 at times.
Overseas referrals considerably stretch the

(i)  Service provision and supply side government budget. There is no renal dialysis
bottlenecks unit anywhere in the country. As renal failure is

almost synonymous with death, one known case

The main referral hospital in the capital Tarawa has been referred to Australia through migration

has 150 public and 12 private beds. Private bedn humanitarian grounds.

were set up to tap on revenue from user fees from

those that have capacity to pay. Apart from (iv) Public Perceptions

charges for private beds for in-patient care, all

primary health care, out-patient consultations andMOH notes that the general public has very little

acute in-patient care in public wards are providedexposure to the outside world to be informed

free of charge. about how health systems elsewhere operate.
People in general are not prepared to pay for

Charge for a private bed is around AUD 40-50 health care as they are accustomed to getting it

per night. Both public and private patients are free. The demand side pressures while being

entitled to the same level of medical care; privatemoderately low is changing gradually. More

beds offering some fringe comforts like air- people now prefer to be treated in New Zealand

conditioned rooms and better meals. No revenuethan in Kiribati based on referrals and

retention is allowed for the hospital to allocate recommendations from other persons who have

user fee income for operational activities. This been treated outside.

also includes the impracticality of making bonus

or incentive payments to health staff which is all The change in perceptions is also noticeable from

salaried. All proceeds from private beds are everyday observance of changes that are taking

remitted to the state treasury and incorporatedplace. Kiribati population has good access to

into the provider budget in the next fiscal year. | education so overall it has a literate and well

is well established that the government budgetprimary-level educated community. The young

and hence the health budget is far stretched. generation is also more affluent in utilising new
technologies which is noticeable from increased

The Tarawa hospital operates almost at full use of computers. Information exposure through

occupancy with average length of stay aroundInternet is changing the ways young people

five days comparable to Australia or the perceive their comparative social status and

developed world. Most patients are taken toexpectancy levels. These are likely to put more

common housetcated nearby the hospital for pressure on the government to improve health

recovery after acute care period is over. Patientsservice quality in the future.

stay here until they can return to their home

including those that come from outer islands. As (v)  Policy stance of Kiribati NPF

the hospital resources are stretched, there is a

need to expand wards and add new beds. KNPF notes that there is no immediate pressure
from the members to have better access to health
care by adding a health contingency to their range
of benefits. Getting public acceptance for a
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prepayment based scheme is therefore expected
to be difficult.

3.

As it currently stands, a supplementary type
health insurance scheme for formal sector and
high cash-income earners may be used for
covering patients who elect to be admitted to
private beds. Such a scheme would most likely be
voluntary and may include access to overseas
treatment in the benefit package in order to dttrac
participation.
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support to fill the vacant surgical specialist
posts.

MOH and KPF may undertake a feasibility
study on designing a voluntary health
insurance scheme for supplementary
benefits such as private in-patient care and
overseas treatment, including the option of
making it compulsory for provident fund
members (formal sector).

Implementation plan for expanding

cover

(vi)  Availability of data, evidence and studies

In

Neither KPF nor Ministry of Labour has

this  section,
implementation plan for Pacific Island countries

we present a tentative

undertaken a feasibility study on prepaymentunder this review to introduce social health

schemes or social health insurance. A Nationalinsurance and/or

to expand social security

Health Accounts (NHA) study has not yet been benefits to include health.

undertaken apart from some basic estimates

produced by the WHO as shown in the graphs ofFirstly, there are two broad approaches to stage
display 8 and 9. One staff member from MOH an implementation plan for the expansion of
has attended a course on NHA in Auckland insurance coverage:

organized by the WHO and World Bank.

(vi) Role of donors and community based
social protection mechanisms

The country depends more on in-kind donor «
support than cash. Australia has an ongoing five-
year project to regularly send medical teams to
perform operations including specialties like
ophthalmology and dental. The Tarawa hospital
had one general surgeon from Estonia whose post
was funded by the Taiwan government. The
surgeon has recently completed his term and after
his departure there is one orthopaedic surgeon
specialist until a new surgeon is recruited. This

Expanding coverage to various population
segments: formal/informal, rural/urban, and
level of income in population targeting.
(Referred as width of coverage)

Expanding the breadth (scope) of health
benefits: This considers issues like what
benefits would be provided and paid by the
government, what would be paid by the
social health insurance scheme as well what
services at primary, secondary and tertiary
level would be covered by these two main
financing agents. (referred to as depth of
coverage).

describes supply side issues which are likely toThe two approaches are not mutually exclusive. It
get more problematic in the years ahead unlessnay well be considered desirable to expand
locally trained doctors are in the pipeline. health insurance to the formal sector first with a
narrow benefit package of acute hospital in-
Although churches elsewhere in the Pacific havepa_tient care only, assuming that the relatively
been active in provision of medical care little of high cost nature of these events would allow
this type of care exists in Kiribati. Occasionally, sufficient financial protection to the covered
faith based organizations bring volunteer medical persons.
teams for dental and other screening purposes.
Secondly, policies can be engineered in a
coherent way by sequencing of the key
interventions; this would ultimately impact on the
1. The concept of pre-payment needs to beperceptions of the general public about health
advocated to increase awareness amongare and communicate the policy maker's chosen
policy makers on the role of health solutions which address them. The following
insurance. sequence is complementary to the two broad
2. The MOH should work with other arms of approaches described above:
the government to mobilise more resources
for health including more coordinated donor

9.10.2 Recommendations
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1. Introducing compulsory health insurance for complexity and unfair burdens to those that have
the formal sector, no financial protection. Ideally the second

2. Introducing user fees, often commensurate(introduction of user fees) and third (setting up
with the actual cost of care for selected social safety nets) interventions should be done

services, simultaneously in order to protect the population
3. Establishing social safety nets to protect thefrom falling into poverty due to ill health.
poor,
4. Introducing voluntary health insurance to For Pacific Island countries, a similar sequencing
the rest of the population, and pattern of policy initiatives is recommended.

5. Gradually integrating all schemes under a Extending social health insurance can be planned
single risk pool and improving the breadth by starting from the formal sector, or specifically
of coverage. the provident fund members. In the second stage,

the governments may give some price-signals to

Coherent as well as sequenced strategies havthe public by introducing user charges to some

been implemented in many countries. In Vietnam services. This should not be posited with an aim

for instance the government introduced broad-to introduce cost-recovery as an alternative
based user fees simultaneously with social healthfinancing mechanism to that of general taxation.
insurance for the formal sector starting with the Fees can be introduced to low-volume health
civil servants and state owned enterpriseinterventions which do not place unfair burdens
employees. The policy on user fees on the relatively sick and high volume users.
communicates to the general public that healthPrivate consultation rooms, diagnostic services,
care which was previously free is no longer so. private wards and non-essential drugs can be

However, this was not implemented to displace considered under this category in order to

tax-funded health care altogether which datesgenerate demand for better quality health care.

back to the times when the country organized itsThis may pave the way towards more insurance
policies along socialist lines. participation (demand) once they are on offer.

The safety-net policy aims to provide financial Thirdly a government funded social safety net can
protection for some segments of the populationbe developed for the poor and disadvantaged. In
who are not part of the formal sector social healthterms of income distribution classification, this
insurance scheme. Preferably, and oftensafety net should ideally cover the lowest income
deliberately by the legislature, fee exemptions arequintile or the poorest one fifth of the country.
applied to protect the poor and disadvantaged (orAll elderly persons with or without retirement
those with no capacity to pay) from the financial security can be considered next, assuming those
burden of user fees. that have no retirement income would be eligible
to the government funded social safety net
In the fourth phase voluntary health insurance developed during the second phase.
schemes are introduced for the rest of the
population, especially the informal sector for At the end of the third stag, the remaining
them to join pre-payment schemes instead ofpopulation without health insurance cover would
being subjected to high user fees at time ofnormally come from the income distribution
illness. The voluntary farmer scheme of Vietnam classes of quintile 2 (lower-middle), quintile 4
which has originated from the core principles of (upper-middle) and quintile 5 (rich). The formal
community based health insurance is now a full- sector or provident fund members often represent
fledged government run health insurance schemeguintile 3 (middle income) and part of quintile 4
covering more than 600,000 people (2005). (upper middle).
Before this scheme was developed, students had
been voluntarily insured for more than a decadeUsually members of the upper two income
which had generated sufficient know-how to the quintiles who are not part of the formal sector
implementing agencies for expanding coverage. (provident fund members) are the most reluctant
to be part of a social pooling scheme. Given their
It has been evidenced in many supply-side fundedevel of incomes, the members of these groups
systems that user fees, regardless of theimprefer to self-insure, obtain health care mainly
magnitude, play a role in directing the subsidiesfrom private providers and pay out-of-pocket
to the relatively well off who can afford them. In when a need arises. The second phase of
the absence of social safety nets, user fees creafaterventions is in fact developed to tap into
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revenue that can be generated from thisrecommended that the policy makers of the
demographic group. project countries should prioritise the formal
The group from the informal sector, which is sector and the poor and disadvantaged segments
different from subsistence farming and fishing first.
communities is the hardest population segment to
expand social insurance cover. The policies toThe final phase can be callédategration Phase
include them in a national insurance scheme needvhich is expected to be some five to ten years
to take some other considerations into accountaway from the implementation of first phase.
the most important of which is their level of Integration involves gradually moving the three
direct and indirect tax contributions. If they are separate schemes; the formal sector health
considered as being lightly taxed or untaxedinsurance, social safety nets and the voluntary
which often is the case, then the only possiblehealth insurance members under a single risk pool
way to encourage insurance participation isand possibly under a single administration. This
through voluntary means. However, the level of one roofstrategy is what Turkey has embarked on
voluntary participation will depend on the level of after half a century of experimenting with four
user fees imposed by public and private separate schemes with disharmonised health
providers. benefits. If the schemes run under separate
administrations, it is highly likely that they wall
If social safety nets are well established to priote evolve in different ways where some segments
the poor, as has been suggested under the thirchay have more comprehensive or better breadth
phase, it may well be considered to impose highof coverage (i.e. the formal sector) while the
official fees to create demand for voluntary health others are provided with limited health benefits
insurance. The level of user fees on the other(i.e. the social safety net beneficiaries). Thithpa
hand has to be highly commensurate with thewould foster inequalities between people covered
level of service quality. If service quality at under separate schemes and generate inequitable
public owned units is low, then imposing high distribution of health service consumption.
user fees will simply drive high income groups
out into private, including overseas treatment if In order to strengthen solidarity which stands at
the acute care specialty is only available within the core of social health insurance, integration
public hospitals. should be the ultimate goal. Once the schemes are
fully integrated under a single risk pool, it is
It is envisaged that, expanding health insurance toeasier for the policy makers to harmonise the
the relatively well-off populations will probably benefits as well as evaluating the option of
be an issue after ten years of social healthexpanding the breadth of coverage.
insurance experimentation in the Pacific. It is
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Chapter 10 Social Security Pensions: Principles

10.1 Introduction weakening as a result of industrialization,
urbanization and ageing of populations.

This chapter is provided in the context of the ILO « Mandatory retirement provisions protect

project Subregional Initiative on Social Security members of society from having to support

in Pacific Island Countrieslt deals with the main others who have been improvident.

issues which provident fund board members and. Governments seek to meet the needs of

executives, public servants, other stakeholders society, and they no doubt bear in mind the

and the wider public raise concerning statutory increasing numbers of retired persons whom

retirement protection systems set up by they wish to be satisfied voters.

governments. The chapter is in the form of A public pension system based oisk
guestions and answers. Recommendations for pooling (sometimes referred to assacial

further reading are provided. contract between generatiore solidarity)
can be designed to provide for
10.2 Why do governments enact redistribution, for example within a
legislation ~ about  social  security generation, from high to low income earners
retirement benefits? or from healthy persons to those who

_ _ become disabled.
Another way of asking the question &hould . |f the state is responsible for paying civil

people not be left to look after themselves and servants’ pensions, a public scheme
their dependants after they retirdluch attention covering all persons in wage and salaried
is paid to the form, qualification conditions and employment in the public and private
administration of retirement benefits, but the sectors can relieve the state budget from
basic question, why or whether governments (some of) the cost of non-contributory civil
should be involved, is now only raised by those servants’ pensions.

who favour a diminished size and role of the state

or who embrace an anti-statist ideology. It is |t js generally accepted that governments have an

useful to recall why governments enact implicit — and sometimes explicit in the

legislation pertaining to retirement benefits. constitution — obligation to organize systems of
social protection for the persons for whom they

Germanyestablishedocial security pensiongor  gre responsible, and to ensure that the schemes

public pensiong at the end of the ¥9century in are properly governed. At the same time,

o conditions of the social security scheme. If any of
Reasons for government action include: these conditions is unfulfilled, the social seaurit

_ scheme will fail.
e The current consumption needs of workers

in wage and salaried employment often 10.3 How has public  retirement
leave them with little or no funds to save for protection evolved?
their retirement.

«  Even if they have funds which they could The years of recovery and economic growth and
save, workers are often myopic. They fail to the independence of former colonies following
set aside funds for their retirement or World War Il were a time of development and
underestimate the amount which they should expansion of social protection. The landmark ILO
set aside. A scheme with tax-favoured Social  Security  (Minimum  Standards)
worker and employer contributions can Convention 1952 (No. 102) provided a
generate the funds necessary for aframework and guidelines for national social
retirement protection scheme. security schemes. This convention became the

. In societies which have heretofore supportedbasis for ILO advice to policymakers and the
older persons through strong extended establishment of social security schemes in
family and clan links, these links are developing countries.
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In many former British possessions, a form of 10.4 Who is covered by public
defined contribution scheme, g@rovident fund, pensions? Why has coverage not
was set up around the times they becameexpanded?
independent. Often the principal objective was to
create domestic capital and it was thought that aThe contributory retirement benefit schemes
lump sum at retirement was appropriate givenwhich were set up in developing countries in the
national social circumstances. Outside of the 1950s and 1960s were founded on the basis of the
South Pacific most national provident funds have development models which were in vogue at that
been converted into social insurance pensiontime. It was assumed that as wage and salaried
schemes (sometimes with a small retirement lumpand self-employment expanded, the social
sum as well), for example, in the English- security schemes which had been established for
speaking Caribbean, Ghana, India, Nigeria andthese workers would gradually expand to cover
Tanzania. The Singapore Central Provident Fundmost workers, just as had happened (or was
has introduced compulsory annuities. happening) in the industrialized countries. For a
number of reasons (e.g. national macro-economic
In the 1970s, in the industrialized countries mismanagement, high rates of population growth,
economic conditions (e.g. the ‘oil shocks’) led to the effects of structural adjustment measuies)
a period of diminished growth and consequentdeveloping countries the expected expansion of
consolidation of the gains in social protection formal employment beyond civil servants and
which had been made in the previous 25 years. Itworkers in still nascent private sectors has not
became clear that lower rates of economic growthoccurred. Instead, national social security
would not permit unlimited expansion of social schemes providing retirement protection typically
protection — the schemes had to take into accountover around 20 percent of workers. The vast
not only social security needs, but greater majority of workers in self-employment, in
attention had to be paid to the national economiessubsistence agriculture and in the informal
in which they operated. In Chile, the failure of economy remain uncovered.
multiple social security schemes led to the
introduction in 1981 of a new system of In recent years, attention has focused on how to
providing pensions which has had an impact onprovide retirement protection to uncovered
public pension schemes elsewhere in theworkers. Clearly, except perhaps for smallholders
following decades. who sell produce to a central marketing agency, a
contributory social insurance scheme is not

After 1990 the transition countries which had generally applicable. To meet this need, the ILO

followed the Soviet system of state budget and _the World Bank both advocate social
financed social security had to reform their social pPensIons.
security protection schemes. In 1994, a World
Bank publicatiof* promoted the adoption of
public pension systems based on the Chilean
model. Elsewhere, financial and demographic
realities — which have often been breathlessly andn other words, ‘What is wrong with lump-sum
irresponsibly asserted in the media — have ledbenefits'? While evidence is largely anecdotal, it
countries to re-examine their public pension is widely agreed that lump sum payments at
schemes to assess whether they are meeting theretirement are rapidly dissipated due to
objectives and whether they are financially immediate consumption by the recipient and his
sustainable. Are schemes meeting the needs obr her family, extended family and clan. There
workers in the face of current and likely future may also be traditional and religious obligations
labour market conditions — part-time, casual, which the recipient uses the lump sum to fulfil.
teleworking and clandestine employment, There is little evidence that recipients of lump
homework, increasing female participation in the sums (who were in wage and salaried
labour market? employment before retiring) have been able to
use them to set up successful small businesses.

10.5 Why should the main retirement
benefit be a pension?

Lump sums provide very limited retirement
protection, and whatever protection they might

64 Averting the Old Age Crisis: Policies to Protect the Old and provide is further reduced if members can
Promote Growth, World Bank, 1994, Oxford University Press.
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withdraw part of their lump sums before

retirement, for example by taking non-repayable
loans or advances or pledging their providente
fund balances as security for loans. While the
reasons for these withdrawals may be justifiable —
housing, redundancy, education, marriage —e
allowing these payments (or potential payments

Social Security Pensions: Principles

members have made withdrawals from their
accounts before retirement;

Annuities lose their real value when they are
not adjusted to take into account increases in
the cost of living;

Members cannot estimate the amount of the
annuities they will receive in advance;

in the case of pledges) means that the provident Provident funds generally have low
fund becomes aompulsory savings scheme retirement ages which result in small
from which members may draw under certain annuities.

circumstances, not a retirement benefits scheme. |n any event, voluntary social security

_ arrangements are notoriously unsucce<$ful.
In a provident fund, each member bears the

investment risk, the risk that the fund's 10.7 What is adjustment (indexation) of
investments will produce inadequate returns andpensions? Why is it necessary?
his/her savings will lose their real value. The

objective of a retirement benefitis to produce a  |nflation erodes the purchasing power of pensions
continuing,  regular, dependable income which are not adjusted to take inflation into
throughout a person’s retirement years and aftefaccount. For example, if the annual inflation rate
his/her death provides protection to the js 3 per cent, an annuity of $1000 is worth only
immediate survivors. Only a pension which is $863 after 5 years, $744 after 10 years, $63 after
inflation adjusted can achieve this protection. 15 years and $554 after 20 years. Hence, a person
who used $1000 to buy a basket of goods and
This does not mean that a lump sum should notservices at retirement would be able to buy barely
be paid at retirement. Indeed, some of thehalf of the same basket 20 years later. If the
obligations of retiring persons may require a lump annual inflation rate were 5 per cent, after 20
sum, and in any event it would be difficult to years the basket would have been reduced to

change entirely from a lump sum payment to aaimost one-third the size it was at the time of
pension scheme. But, the principal benefit shouldyetirement.

be a pension. Whether and what amount of lump

sum can be provided depends on the totalpensioners can be protected against this loss in
contribution rate. the purchasing power of their pensions by

adjusting pensions to take inflation into account.

In the preceding example, the pension would be
increased annually from $1000 to reach $1159
after 5 years, $1344 after 10 years, $1558 after 15
years and $1806 after 20 years. In this way the

Recognition that lump sums provide inadequateStandard of living of a pensioner is protected
protection has led some provident funds to letSince the pensioner can always buy the same
members voluntarily opt for an annuity, i.e. Pasketof goods and services. Some schemes also
payment of the lump sum in the form of pension €t pensioners participate in workers’ productivity
for the life of the retiring person or the joinedis ~ 9ains by adjusting pensions according to the rate
of the retiring person and his/her spolisarhile  Of wage increase rather than the rate of consumer

this is a positive step, conversion of provident Price inflation.
fund balances into annuities fails to provide

10.6 Does converting provident fund
balances into annuities provide adequate
retirement pensions?

adequate pensions for the following reasons: 10.8  What retirement protection is
possible for workers without regular
incomes?

. Provident fund balances generally produce

inadequate  annuities, especially when Traditional social security schemes are
contributory — workers and employers both
contribute to them. Workers without regular

% pensions and annuities both refer to periodic payments and
are often used interchangeably. Annuities generally refer to
periodic payments which are purchased with a lump sum.

Periodic payments from a social insurance scheme are called
pensions and normally are payable for the life of the
pensioner.

 Even with favourable annuity rates, according to the Fiji
National Provident Fund Annual Report for 2003, the annuity
take-up of retiring members was only 37%.
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incomes include workers in the informal receive an actuarial study of the budgetary

economy’ and in self-employment and implications of any proposed change before the

subsistence agriculture. These workers have nahange is enacted. To help avoid politically

employers, and their capacity to contribute motivated increases in social pensions, automatic

(voluntarily or otherwise) as self-employed adjustments to take into account inflation could

persons is very limited. Inviting self-employed be applied.

persons to voluntarily join a contributory scheme

generally does not attract many of them. 10.9 What retirement protection is
possible for wage and salaried workers?

In recent years, attention has focused on how to

provide social security protection to these

uncovered workers. Clearly, a contributory social

insurance scheme is not generally practical. To

meet this need, the ILO and the World Bank both

advocatesocial pensions(also referred to as

universal pensions or citizens pensionswhen

they cover citizens only¥.

Retirement protection of workers in wage and
salaried employment seeks to replace a portion of
their incomes at the time of their retirement and
to smooth workers’ consumption over their
working and retirement lives. From the ILO
Social Security (Minimum Standards)
Convention No. 102, for an average wage earner
with a spouse of pensionable age, the minimum
income replacement pension after a full working
areer (30 years) is 40 per cent of the worker’'s
‘earnings at retirement. Pensions are also payable
to workers who become disabled and to the
survivors of workers or pensioners who die. To
finance their retirement pensions, workers give up
some of their income while they are working in
order to receive regular incomes after they retire.

Social pensions do not aim at replacing workers’
regular incomes — the persons they are designe
to protect do not have regular incomes. Rather
they seek to alleviate or prevent poverty by
providing a fixed periodic payment related to the
national level of subsistence. Typically, they are
paid to all residents (or citizens) over a reld{ive
high age. They are financed from general
taxation, and generally cost from one to two per
cent of GDP. Means-testing would appear to
reduce the cost of social pensions, but this
requires an extensive assessment system an
creates the potential for abuse and corruption
Social pensions paid to persons who do not nee
them can be ‘clawed back’ through the income
tax system.

_Soc_lal_ pensions can be adm|n|s_tered by .thethe scheme. After 30 years of contributions, this
institution which operates the contributory social

security scheme, or by another branch of formula would produce a repl'acement rate of 45
hi h has the infrastructure re uiredper cent of the worke_r’s pensionable earnings. In
?oovrig]lge?rtew rrlﬁ)nthly payments. In the gouth practice, more complicated formulas are usually
. : L ' . applied. The formula should relate the pension
Pacific region, Kiribati and Samoa have social

: El h i found in Brazil directly to contributions made by a worker and be
pensions. EISewnere, they are found in brazil, designed to avoid abuse. For example, when the
Botswana, Namibia and South Africa.

retirement pension is calculated according to a
formula which applies a worker’'s earnings near

retirement to the period during which the worker

contributed to the scheme, there is a potential
moral hazard since workers can seek to
manipulate the timing of their contributions and

the pensionable earnings used to calculate their
pensions in order to reduce their contributions
and inflate their pensiors.

This sort of retirement protection is provided
through a public social insurance pension scheme.
his is a defined benefit scheme where the
‘pension is defined by a formula. For example, the
cfetirement pension formula could be 1.5 per cent
of a worker's pensionable earnings times the
number of years the worker has participated in

Social pensions can obviously be abused for
political purposes — promising higher pensions or
a lower pension age. A statutory mechanism to
control potential abuse should be set up, for
example, a requirement that the legislature

®" The broadest definition for the informal economy includes
those workers who do not receive regular income and have no
contractual or enforceable employer/employee relationships. 69
This usually includes self-employed, casual and unpaid
workers in family businesses and those not registered or
subject to labour laws.

% Age and security published by HelpAge International has an
excellent explanation of social pensions.

In the mid-1990s an innovative approach to defining and
financing public pension schemes, notional defined

contribution  (NDC) accounts, was developed. During the
accumulation period a NDC scheme operates like a provident
fund except that the notional accounts are not credited with
annual interest, but are re-valued annually in accordance with
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In a defined benefit scheme workers can know in10.10 What is an appropriate retirement
advance the proportion of their pre-retirement age?

earnings that will be replaced by a pension, and

the pension can be adjusted to reflect increases itClearly, the normal retirement age or

the cost of living after retirement. The scheme pensionable agethe earliest age when members
can permit redistribution both within and  who fulfil other qualifying conditions (e.g. years
between generations, for example by providing aof service) can begin receiving full retirement
minimum pension subject to strict qualifying pensions has an important effect on the cost of a
conditions. social insurance pension scheme.

eln a social insurance pension scheme, retirement
means ceasing gainful economic activity. It does
Qot include quitting one job and taking up
another. If a pensioner continues working, his/her
pension may be reduced to take into account the
pensioner's earned income. Members sometimes
have the option to retire before the normal
retirement age (usually up to five years earlier)
and receive reduced pensions, or they can defer
their retirement until after the normal retirement
age and receive increased pensions.

In the past, public social insurance pensions wer
often designed to provide the only retirement
protection, and replacement rates were sometime
70 per cent or more after a full working career.
The current approach is to build retirement
protection from a number of components (called
pillars or tiers) where a modest public social
insurance pension, is Pillar 1. For examffle,

Pillar O Social pension payable to all citizens
or residents fihanced by the state
budge}.

Pillar 1 Public social insurance pension
(financed by  workers’ and
employers’ contributions

Pillar 2 Occupational or personal pension
plans.

Pillar 4 Personal savings.

Normal retirement age in Pacific Island national
provident funds is 50 (Kiribati, Solomon Islands)
or 55 (Fiji, Samoa, Vanuatu). From the point of
view of a provident fund’s finances, the age when
a member can receive his/her provident fund
balance is immaterial. The fund simply pays the
individual member’'s own balance and there are

What are the risks of a public social insurance no financial implications for the fund or other
linembers of the fund.

pension scheme? If the scheme is too generous, i
can become unsustainable. There is also th
political risk that the government will alter the
benefit formula (although governments do this at
their peril). Unlike a provident fund, the
investment risk is borne by the defined benefit
scheme (and ultimately the government as
guarantor of the scheme).

eI'his is not the case in a social insurance pension
scheme where members’ contributions are pooled
and payments are made to a retiring member for
the rest of his/her life and to his/her survivoks.
low retirement age means that the scheme would
be too expensive — the contribution rate would be
too high and/or the public pension scheme could
not be sustained. As a rough guide, a pension
payable from age 55 costs 15 to 20 per cent more
than the same pension payable from age 60, and
if the pension is payable from age 65, it costs 20
to 25 per cent less.

If a provident fund is converted to a pension
scheme, members’ service and contributions
under the provident fund must be taken into
account.

Table 10.1 shows thHde expectancyat birth and
at age 60 for persons in Pacific Island countries.
Life expectancies for selected industrialized
countries are included for comparison. Life
) ) ) ) expectancy at a specific age is the average
e B e O o Paia  Mumber of addiional years males and females at
NDC accumulation is converted into periodic pension that age could expect to live if current mortality

payments. Contributions are used to pay current pensions on levels observed for ages above that age were to
a pay-as-you-go basis; hence members’ accounts are ‘empty’, . L.

and their accumulations are ‘notional’. Members cannot know _con'q_nue for the I’.eS'[ of their lives. For exa.-mple!
the amount of pension they will receive in advance. The NDC in Fiji a newborn is currently expected to live to
%ystem is applied in Sweden, Italy, Poland and Latvia. age 69.8 and a person aged 60 to age 76.3.

These pillars are based on a World Bank definition.
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In setting the retirement age for a social insueanc Table 10.1

South Pacific Island

pension scheme, it is the life expectancy at highercountries — life expectancy at birth and
ages which is important. In OECD countries the age 60

most common normal retirement age is 65, and i

n

developing countries it is 60. In many countrieg

the ratio of average working years to averag
retirement years is approximately two to one. Fo

example, in Table 10.1, in South Pacific Islang

countries the projected 2025/30 life expectancy 4
age 60 is around 20 years. The average workin

years would then be ages 20 to 59 and tt
average retirement years ages 60 to 79. A

appropriate retirement age for a social insuran
pension scheme would be age 60, and the curre

retirement age should be gradually raised to ag

60.

Retirement age must also be set to avoid perso
retiring when their skills are still needed. A low

retirement age is often perceived as a partiz
solution to youth unemployment — retiring

persons are replaced by unemployed youths — b

evidence that this happens in practice is lacking
From World Population Ageing 1950-2050n

2000-2005 the under age 15 population in mog
Pacific Island countries is around 40 percent g

the total population (33 percent in Fiji). By 2045-
50 this youth population is projected to decreas

Country Age | 1950/55 | 2000/05 | 2025/30 | 2045/50
i 0 525 69.8 74.7 778
60 ; 163 19.0 21.0
It 0 34.7 57.7 67.0 73.2
_PNG 60 ; 13.7 166 187

J
eSamoa 0 46.0 70.0 75.5 78.0
h 60 ; 175 20.1 21.4
iolomon 0 454 69.2 752 783
ng. 60 } 16.1 192 214

)
Vanuatu 0 42.0 68.8° 74.2 76.5
60 ; 16.8 19.2 205

S
) <] o0 52.0 73.1 77.4 795
Micronesia”™ —¢ - 186 21.0 224

|

USA 0 68.9 775 81.1 82.6
N 60 ; 21.8 24.0 251

L
UK 0 69.2 78.2 814 83.0
60 ; 215 238 25.0

+

‘ Australia 0 69.6 79.2 81.4 83.0
f 60 ; 22.6 24.0 251
0 63.9 815 85.6 88.0
EJapan 60 244 276 295

to 20-25 percent of the population (18 percent i
Fiji). Under this scenario, the problem of
unemployment will gradually diminish, and then

the issue is apt to be maintaining a work force

which can produce output for the entire

population.

"'Source: World Population Ageing 1950-2050, Population Division,
United Nations Department of Economic and Social Affairs
(ST/ESA/Ser.A/207), New York.

2 From table 2.1 of the Demographic Analysis Report of the 1999
Census of Vanuatu, joint (male and female) life expectancy at birth is
67.3. For urban areas, it is 71.9.

3 Including Kiribati, Guam, Nauru and successor states to the Trust
Territory of the Pacific Islands.

10.11 What is the effect of population
ageing?

Population ageing — the process whereby older
persons become a larger proportion of the total
population — is the result of two decreases, first
fertility rates and then in mortality rates. The
decrease in fertility rates means that on average
fewer children are born per woman over her
reproductive lifetime. The drop in mortality rates
results in increases in life expectancy (see Table
10.1). Population ageing has profound national
social, economic and political implications.

The demographic effect of population ageing can
be illustrated by theupport ratio — the potential
number of persons aged 15 to 59 per person aged
60 and over. Table 10.2 illustrates support ratios
in Pacific Island countries from 1950 to 2050.
Support ratios before 2000 are subject to data
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deficiencies. Those for 2025 and 2050 are basedhereby help to maintain communal support

on population projections. Support ratios for systems.

selected industrialized countries are included for

comparison. 11.12 How are social insurance pension
schemes financed?

Table 10.2  South Pacific Island

countries — support ratios The financial system of a social security pension
(potential number of persons aged 15 to 59 per person scheme refers to the manner whereby funds are
aged 60 or older) made available to pay benefits. Funding refers to
creating a reserve fund, which generates
Country 1950 | 1975 | 2000 | 2025 | 2050 investment income that along with contributions
Fi o5 il 0o a5 o5 is u:_sed_ to pay future pensions. A deflne_d
contribution scheme (e.g. a provident fund) is
PNG [ 91] 142] 136 93] 53 fully funded - the total of individuals’
P s i T8 i i3 accumulations is (or shOL_JId be) eqqal to the
reserve fund. At the opposite extreme is the pay-
Solomon 169 ] 96 121 ] 103] 641 as-you-go financial system, where no reserve
Is. funds are set aside and current benefits are paid
Vanuatr [ 115 ] T4 T 108 80| 46 from current contributions.
Micronesia® | 19.3 | 138 | 80| 55| 4.2 In the industrialized countries, mature public
social insurance pension schemes are often
e P e i e financed on the pay-as-you-go system and there
Australia 2901 271 391 231 19 are low or no reserves. In new social insurance
Japan 74 55| 27| 15[ 11 pension schemes in developing countries, where
Source:_ Baseq on World _Populatio_n Ageing 1950-2050, for many years there will be relatively few
Eomroma ant Sl Afars, (TSRS AB0T, Now pensioners compared to contributors, contribution
York. rates are set to create reserves under a partially
' The year 2000 support ratio for Samoa is affected by funded financial systert.This is necessary in a
substantial out-migration.
2 From table 2.1 of the Demographic Analysis Report of new scheme because for many years the total
the 1999 Census of Vanuatu, the support ratio is 10.3. annual pension payments will increase since:

3 Including Kiribati, Guam, Nauru and successor states to
the Trust Territory of the Pacific Islands. . o
e the number of pensioners will increase as

Taking Fiji for example, in 2000 there are 10.7 new retirees qualify for pensions;
potential workers to support each person aged 60 increasing longevity means that pensions
or more. In 2000 it is projected there will be only will be paid for longer periods;
4.9 potential workers per aged person and in 2050 the average amount of new pensions will
there will be 2.5. The support ratio decreases by increase:
about one-half between 2000 and 2025 and by 0 since new retirees will have more
one-half again in the next 25 years. years of service.

o] since new retirees’ pensionable
In Pacific Island and most developing countries, earnings will increase along with
the pace of the reduction in the support ratios is increases in their earnings;
rapid, much more rapid than it has been in the.  pensioners will receive cost of living
industrialized countries. Hence, developing increases in their pensions.

countries have much less time to adjust to the

ageing of their populations. Decreasing Supportynpder a partially funded financial system, the
ratios place a greater burden on the working contribution rate to pay pensions and produce the
population. In countries such as those in he Southyesired level of reserves is set for an extended
Pacific with strong family, kin and community neriod (e.g. 20 years). The contribution rate must

socialsupport systems these systems will be put e jncreased in the future depending on the actual
under rapidly increasing strain as the supporteyperience of the scheme.

ratios decrease. Social pensions payable to all and
social insurance pensions payable to retired
formal sector workers can mitigate this strain, and

™ The public systems in Canada, Japan and the USA are
partially funded.
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Contributions to social insurance pension pension scheme does not reduce this burden,
schemes are pooled. There are no individualsince it is uncertain whether there will be a
accounts or balances attributable to each membersystemic decline in asset values when pensioners
Rather, each member has an account whichseek to realize their assets by selling them to the
records his/her accrued rights to a pension.same declining relative proportions of active
Consequently, there are no personal accountsvorkers.
from which members can borrow. Any loans by
the scheme to members must be repaid and be o8upport of increasing numbers of retired persons
a commercial basis. is possible only if output grows — only if

economic growth is sufficiently robust to
Provident fund members are used to having theirgenerate the resources to be transferred to retired
personal individual accounts, and are apt to resispersons without unduly depriving active workers.
pooling their contributions to provide pensions The fundamental issue is whether the system of
under a social insurance pension scheme. Even ifinancing pensions causes output to increase. Like
the average period of payment of a pension afterprovident funds, the reserves of a public pension
age 60 is now over 15 years (see Table 10.1)scheme increase output only if they can be
they are concerned that they might die early andproductively invested.
not receive all their contributions back in pension
payments. A pension scheme can be designed t40.14 How do social insurance pension
guarantee that the payments to a pensioner andchemes promote national economic
his/her survivors will be equal to at least thatot development?
amount of his/her contributions to the scheme.

One reason — perhaps the principal one — why

10.13 Is a financial system based on full provident funds were set up was to generate
funding better than a partially funded domestic savings for national development. The
system? proposition that a provident fund or (partially)

funded pension scheme stimulates economic
No matter how they are financed, all pensions aregrowth is intuitively persuasive. A funded scheme
transfers of resources from active workers to should increase saving and the increased saving
inactive retired persons at the time the pensionsshould result in increased investment and thereby
are paid. Amounts paid in pensions, which increased output. Empirical evidence of the
pensioners then convert into goods and servicegunding/savings link has, however, been
that they consume, are equal to consumption (andnconclusive. The second component of the
investment) which workers forego. The goods proposition — increased investment leads to
and services which workers and pensioners shargreater economic growth (and not simply inflated
must be produced by workers at the time pensionsasset values) — depends on the availability of
are paid. Under the pay-as-you-go system theefficient and productive investments. This is
transfer is direct through contributions (or taxes) problematical in countries with underdeveloped
paid by workers. Under the funded system, national capital markets.
pensioners liquidate assets which they have
accumulated by selling their assets to workers. InFunded social security schemes may be seen as
both cases, and in the case of partially fundedinstruments for developing domestic capital
schemes, workers’ disposable income is reducednarkets. A vibrant capital market requires laws
by the amount of resources transferred to retiredgoverning the ownership and transfer of property,
persons? a reliable banking system, a functioning securities

exchange and effective regulation of financial
As the demographic burden increases (i.e. supporinstitutions along with the will and capacity to
ratios decrease) workers must support increasingnforce the regulations. While funded social
numbers of pensioners. In a pay-as-you-gosecurity schemes can help to develop capital
financed scheme it is uncertain whether the markets, the basic financial infrastructure is a
declining relative proportions of active workers prerequisite. Fiscal measures may be a more
have the capacity to pay the pensions ofeffective means of developing national capital
increasing numbers of pensioners. But funding amarkets.

72 Owner occupied housing is an exception to the transfer The principle objective of a public pension

from active workers to pensioners and assets which are sold scheme is retirement protection Other objectives
abroad do not involve a transfer of domestic resources. )
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are subsidiary. National economic growth is governing bodies of most social security schemes
necessary to sustain the scheme, and the schenfas set out in ILO Convention 102), boards’
must be financed and operated in order togovernance has often been inadequate. Governing

promote economic growth. bodies are becoming more representative with the
appointment of other elements of civil society

10.15 What governance is appropriate (e.g. pensioners), and on some boards members

for a social insurance pension scheme? with specific expertise are appointed. Board

members must act as trustees/custodians of
A sound governance structure is essential if anymembers’ contributions to the scheme. They have
social security scheme is to meet its objectives.a fiduciary responsibility and should be held
Sound governance means that persons involved itegally culpable for actions they take which are
the governance and operations of a social securitynot in the best interest of the members of the
pension scheme recognize their responsibilitiessocial security scheme for which they are
and exercise them with integrity, and that they areresponsible.
made responsible and culpable for their actions
(or inactions). They must bear in mind the long- Everywhere, boards of social security institutions
term perspective of pension schemes whichare asserting their independence, especially their
extends for generations. independence from interference or influence by
government or politicians. This does not mean
Thefirst level of governances the political body that the board acts without reference to the
which enacts the scheme. The legislation shouldframework established by the legislation or the
be of an enabling nature so that the normalpolicies of the government. Nor does it preclude
operations of the scheme can be conductedappropriate consultations with parliamentary and
without interference. For example, if a scheme government officials or other government
must seek legislation to implement an increase inagencies. Governments are the ultimate
pensions to take into account inflation, it may guarantors of social security schemes, and
well decide to forego the increase since thegovernments have a legitimate interest and
ensuing debate would result in a review of the responsibility for the schemes.
entire scheme. A public social security scheme
should report annually to the legislature on its While governments appoint board members, they
operations, and at specific intervals (e.g. everyshould not be able to remove a board member on
five-years) the legislature may schedule aa whim or if the member’'s position on an issue is
thorough review of the scheme. contrary to the wishes of the government. The
relationship between social security institutions
The second level of governanég the board of and governments should be more like the
directors of the social security scheme. Therelationship between central banks and
responsibilities of this governing body should be governments.
consistent with the overriding objective of the
social security scheme which is to pay the The third level of governancenvolves the
promised benefits. The board must strive to management and administration of the scheme.
maintain the financial sustainability of the social Clearly, managerial and technical competence is
security scheme by monitoring and managing thecritical, and these attributes must be properly
risks associated with the scheme, including inrewarded in order to attract and retain high
particular the demographic, financial and broadercalibre staff. It is the scheme’s managers and
economic risks. As in a provident fund, internal technicians who provide advice to the board and
and external auditing of the accounts of the ensure that clients of the scheme are properly
scheme is necessary. Periodic (three or fiveserved.
yearly) actuarial valuations of a public pension
scheme should be undertaken to assess whethe§ound governance of a social security scheme
under the financial system adopted, theleads to improved client service, increased
contribution rate and expected investment incometransparency, informed debate, performance
are sufficient to finance future benefits and standards and improved compliance. It creates
sustain the scheme. public confidence in the scheme. Members
appreciate that the scheme’s principal objective is
Despite tripartite representation (with worker, to provide them with social protection, and that it
employer and government representatives) on the
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is seeking to achieve this objective in an openhuman resources. These investments can make

manner. substantial contributions to economic growth,
however their economic rates of return may not

10.16 How can social security funds be be reflected in short-term financial rates of retur

productively invested? By contributing to national economic growth,

these investments can improve the long-term
A sound governance structure is a prerequisite forfinancial status of a social security scheme by
the effective investment of provident fund or ultimately increasing the number of members and
public pension scheme funds. The Internationaltheir earnings and the rate of return on
Social Security Association has developed investments.
Guidelines for the Investment of Social Security
Funds which deal with setting investment There should be well-defined criteria for
objectives and the organization of the investmentdetermining the circumstances and extent the
process (see social and economic utility of an investment will
http://www.issa.int/pdf/GA2004/2guidelines.pdf  be taken into account. Where investment in a

particular venture is considered desirable by the
The board of the social security scheme shouldgovernment and/or the board of the social
appoint arinvestment committeeresponsible for  security scheme but the returns are likely to be
developing an investment policy and investment below market rates, the investment should be
strategy, recommending the policy and strategy tostructured so that a subsidy is provided to the
the board, overseeing implementation andscheme from other government resources in order
evaluating effectiveness. Like the board, theto avoid compromising the fiduciary
investment committee should be independentresponsibilities of the social security schemeso i
from political influence or interference. Since a members. If an investment is insufficiently secure
provident fund or a partially funded pension for the investment of social security funds, a
scheme is often the most important financial government guarantee should be sought.
institution in a country, appropriate consultations
must be held with government officials and The Investment Guidelinegprovide that ‘No
agencies, notably the Ministry of Finance and minimum level of investment should be
central bank. But this does not mean thatprescribed for any given category of investment'.
government should be able to direct or dictate theThis applies in particular togovernment
scheme’s investments, interfere in the scheme’ssecurities Some governments have simply
operations or (in the worst case) plunder theabsorbed the investments of social security
scheme’s assets. While the views of nationalschemes, sometimes at below market rates, and
financial authorities are a legitimate consideratio used the funds to cover deficits. The availability
in setting the investment policy and strategy, theyof social security funds can also encourage
should not be involved in implementation of the governments to be profligate. On the other hand,

strategy. governments have legitimate borrowing needs. If
they cannot borrow social security funds, they
There are twgrimary objectives for the will have to borrow elsewhere, perhaps at higher
investment of social security funds: interest rates. The service of this debt will be th
. security — the investments should assist the responsibility of taxpayers, the same persons who
social security scheme to meet its are contributors to the social security scheme. In
commitments in a cost-effective way; developing countries, limitations of domestic
. profitability — the investments should capital markets generally result in significant
achieve maximum returns subject to investments  in  government  securities.
acceptable risk. Governments should borrow social security

funds, just as they borrow from other lenders, and
A subsidiary objective,social and economic the loans should be at market rates of interest.
utility, may also be taken into account.
Investments with social and economic utility can Abuses by governments of funds they have
include, for example, some private sector borrowed from captive social security institutions
initiatives and state enterprises; low-cost housing have inspired calls to privatize social security in
health, transportation and communications the expectation that private managers would be
infrastructure; old-age facilities; tourism; and less susceptible to specific investment (and other)
projects such as student loans which developdirections from the government and that they
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would invest more aggressively. It is not clear been made subject to ‘financial services
that privatization insulates social security legislation’ and theprudential supervision of
schemes from political interferen€eNor, since  the body which administers the legislation, often
private managers would be investing in the samethe central bank. This can be a positive measure.
market as the public scheme, is it evident thatlt must, however, be recognized that a public
they will be able to perform better than the public social security scheme is very different from a
scheme. Multiple private managers would also becommercial financial institution. A social security
more expensive than a single public schemescheme has an indefinite time horizon; it is not
investor. An alternative is for the public scheme subject to being ‘wound up’. Pension scheme
to define the investment policy, strategy and liabilities are long-term and partially funded
benchmarks, and to allocate funds for investmentsocial insurance pension schemes (and provident
by competing private investment institutions funds) seek to invest for long periods.
whose performance is then monitored by the Consequently, their investment performance
public scheme. In this way, the public scheme should be measured over long periods. They
would continue to be administered as before andshould not be monitored in the same manner as
the investment function would be shared. The private financial institutions which  for
investment performance of the public schemecompetition reasons must seek high short-term
could also be compared to the performance of thereturns. Indeed, a short-term investment horizon
private investment institutions. can be detrimental to both the national interest
and to the interests of members of a social
Whether investment leads to greater economicsecurity scheme.
growth (and not simply inflated asset values)
depends on the availability of efficient and 10.17 Are public pension schemes
productive investments. In developing countries gender neutral?
provident funds and partially funded social
security pension schemes facdiquidity In so far as the pension amount is concerned,
problems: they have funds to invest, but limited males and females are treated identically even
appropriate domestic investment opportunities. though higher female life expectancy means that
The easy solution to this dilemma — countries in females will on average receive their pensions for
this situation should invest abroad — ignores thelonger periods than males. (At one time it was
national development and macroeconomic common to have a female retirement age up to
implications of exporting capital. In this casegth five years lower than the male age, but this
greater security which foreign investment might provision has largely been eliminated.)
provide to persons covered by a pension scheme
is incompatible with the goal of increasing However, pensions received by females are
national output. generally lower than male pensions due to
females’ absence from the labour force to bear
While social security institutions prefer to invest and raise children and the lower wages typically
‘in bulk’ — to be ‘wholesalers’ of funds — excess received by females. Since public pension
liquidity leads them to undertakénancing of schemes pool contributions, females can be
projects. Project finance requires specialized compensated for the time they spend rearing
management expertise which may not be found inchildren by crediting them with service for the
social security institutions. Consequently, there period when they are not contributing to the
can be a significant investment risk, and the pension scheme. (Such a redistributive
effective management of the social security arrangement is not possible in a provident fund or
scheme may be put in jeopardy if its senior staff defined contribution scheme where the benefit
must divert their attention from running the depends on each individual’s own contributions.)
scheme to overseeing projects. The lower wages received by females are a result
of labour market discrimination which is not
In some countries, provident funds and partially susceptible to equitable resolution by a public
funded social insurance pension schemes haveension scheme. A minimum pension guarantee
can provide a ‘floor of protection’ to both males
and females.

™ Events in 2001 in Argentina where private fund managers
under the mandatory defined contribution system were . .
ordered by the Government to transfer deposits to the state- In some schemes, a female’s I’Ight to a widow's

owned bank cast doubt on the conviction that p”VatlZathn penSIOn was derlved from her husband and She
would liberate pension funds from political risk. !
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could lose her right in the event of divorce or mismanagement, inflation and  currency
separation. This discrimination is being replaced devaluation had brought the public pension
by arrangements for splitting acquired benefit schemes (there were several defined benefit
rights in the case of divorce or separation. Inschemes covering different sectors) into
countries where female labour force participation disrepute. The schemes were discredited, their
is substantial, there is a trend to individualizafg  partial funding financing had effectively become
benefits whereby a female’s right to a benefit is pay-as-you-go and they had become

entirely independent of her spouse. unsustainable. In 1981 Chile enacted a structural
(paradigm) reform which replaced the defined

10.18 s there a ‘crisis’ in public pension benefit schemes with a defined contribution

schemes in industrialized countries? scheme based on privately managed individual
accounts.

The issue is ageing of national populations and
‘over-promised’ pensions. Declining support During the accumulation period the individual
ratios and high replacement rates — 70 per cenaccounts are credited with investment income
and above, much higher than a modestannually just like members’ accounts in provident
replacement rate — in some maturing pay-as-youfunds. The difference is that in Chile the
go financed public pension schemes in individual accounts are managed by private
industrialized countries threaten the future managers, not by a public institution. At
sustainability of the schemes. The identification retirement, members convert the balances in their
of population ageing as an impending public accounts into pensions by buying annuities from
pensions crisis which requires immediate action private annuity providers or opt for ‘programmed
spawned articles in the popular press whichwithdrawals’ over a period. The latter provision
exploited the alleged crisis andcreated gives individuals a choice which can result in
uncertainty and doubt about their pensions amongheir outliving the periodic payments and perhaps
members of the public schemes. It was frequentlyresorting to the guaranteed minimum pension
claimed that the social insurance pension modelpaid by the state. The government set up a
was flawed and should be replaced by a definedsophisticated supervisory authority to ensure that
contribution system. A radical structural reform the private managers operate in the best interest
was often advocated, sometimes with the supportof the account holders and annuitants.
of private sector bodies which saw a potential
commercial opportunity. Advocates of a Chilean style reform expected
privatization to avoid the risk of political
Certainly, the schemes in question must beinterference, and competition among private
reformed, but there is time to take a measuredmanagers to produce higher investment returns
approach to reform. Reforms to social insurancefor members and thereby higher pensions. In
schemes typically involve raising the contribution addition, national savings rates were expected to
rate, increasing the number of active contributorsrise, capital to be more efficiently allocated,
relative to pensioners (e.g. by raising the labour markets to become more efficient and
retirement age), and/or decreasing the living national economic growth to increase. The
standard of current and future pensioners (e.g. byChilean reform focuses more on macroeconomic
lowering replacement rates or by lowering cost of than on social policy considerations, and tends to
living adjustments). Reforms are politically be favoured by finance ministries and resisted by
difficult, and in order to avoid a ‘reform labour and social welfare ministries.
deadlock’ and be accepted they must be based on
a broad national consensus. Reforms of theirAs in a provident fund, members in a defined
defined benefit schemes have been adopted ircontribution individual accounts scheme bear the
Canada, Germany and Japan, and are undeinvestment risk, and the risk that their defined

discussion elsewhere. contribution individual account balances at
retirement will be insufficient to provide them
10.19 What is the Chilean reform model? and their dependants with adequate retirement

incomes. They have been empowered to make
The reform of the public pension system in Chile their own choices (e.g. to select and change
has received much attention. In Chile, by the endprivate fund managers), but generally they do not
of the 1970s political manoeuvring, unrealistic have either the information or the knowledge to
and inequitable pension promises, take informed decisions. In their dilemma, there
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is no shortage of professional advisers and10.20 What are the administrative

salespersons to assist them. The resultingprerequisites for a social insurance

switching of fund managers complicates the pension scheme?

administration, increases administration expenses

and can abet evasion of contributions. While This chapter has focused on retirement protection

investment managers are free from direct policy issues. A social insurance pension scheme

government interference and demands to whichrequires an efficient administration and a ‘client

funded publicly managed schemes can be subjectservice’ approach to members, otherwise, no

generally the composition of the investment matter how well-designed the scheme is, it will

portfolios of different managers is remarkably not meet its objectives and it will rapidly be

similar. This may be attributable to regulations discredited by those whom it is designed to

constraining investments, or simply due to the protect.

depth of the domestic capital market which offers

few investments suitable for social security funds. A provident fund already has a management

Consequently, managers’ rates of return are notinformation system, and the administrative

significantly different. infrastructure and system to collect and record
contributions. The contributions system can be

Annuitization at retirement has proved to be adapted to the requirements of a pension scheme.

problematical. All private annuity providers face A system to record and make periodic pension

the same investment and future reinvestmentpayments on time and at remote locations

constraints and uncertain future annuitant throughout the country must be developed.

mortality, as well as marketing and administration

expenses. Since potential annuitants can opt foiThe necessary systems can be developed or

programmed withdrawals, the providers face adapted from existing systems elsewhere. It is

adverse selection as persons who perceivdmportant to allocate sufficient time to systems

themselves to be unhealthy will not opt for development so the pension scheme can be fully

annuities. In order to index annuity payments sooperational from the day it is inaugurated.

they keep up with inflation, private annuity

underwriters must invest in indexed securities 10.21 Pensions in Kiribati

which largely restrict them to inflation indexed

bonds issued by the government. 10.21.1 Kiribati National Provident
Fund (VNPF)

The close link between contributions and benefits (established 1977)

in the individual account schemes has not created

the expected incentive for participants to comply (i) Coverage:

with the statutory contribution conditions.

Myopic behaviour and current consumption needsCompulsory:public and private sector employees
have predominated over prudent saving for between ages 15 and 55.

retirement and levels of compliance are low. In

privately managed individual account schemes,Voluntary:persons who have left employment,
administration expenses (including the high costmerchant seamen, farmers, fishermen.

of advertising and salespersons’ commissions)

reduce the funds members accumulate to buyExemptedemployees earning less that AUD 10
their pensions. This alone is a compelling reasonper month, domestic employees, foreign

for public pension schemes to be administered aemployees.
natural monopolies by government departments

or statutory bodies. (i) Contributions:
Adaptations of the Chilean model have been
implemented in a number of Latin American
countries and some countries in Central and
Eastern Europe and the former Soviet Union.
Experience with the model has considerably
diminished enthusiasm for it. (Se®ld Age
Income Support in the 2Century World Bank,
Washington, 2005.)

15 per cent of gross wages (normally) shared
equally between the employer and employee
(prior to 1 July 2001 the contribution rate was 10
per cent of gross wages)

173



Feasibility Studies

(i) Benefits™

Amount: employee and employer accumulated
contributions with accrued interest. (Provision
exists for the Minister of Finance, in consultation
with the Board, to order the payment in full or
part of the benefits as an annuity.)

Payable in the event of a member’s:

attaining age 50 (members working under
contract can continue to contribute)
premature retirement at age 45 or later
death

disability

migration

The Kiribati government guarantees any shortfall
in the payment of obligations of the Provident
Fund.

(iv)

Tripartite Board of six persons appointed by the
Minister of Finance and National Planning.
Chairperson is the Permanent Secretary of the
Ministry.

v)

Governance:

Loans/Non-refundable advances:

are employed persons (5821 in public
administration). According to the KPF, in the six
months ending in August 2004, 8890 members
contributed to the Fund. The compliance record
of the KPF thus appears to be good, helped no
doubt by the large number of public employees it
covers.

The KPF was designed to protect employed
persons. Thus around 75 per cent of the labour
force of Kiribati which is not in wage and salaried
employment remains uncovered. The KPF is
seeking to expand its coverage beyond employed
persons by encouraging other workers to opt for
voluntary coverage and to commit to regular
periodic contributions of specific amounts. It was
reported that around 1000 persons on two islands
which had been canvassed had voluntarily signed
up. It remains to be seen whether they honour
their contribution commitments. (Voluntary
participation in public social security schemes has
not generally been a great success.)

The OIld Age Allowance provides some
retirement protection to persons not covered by
the KPF.

10.22.2 Interest
members’ accounts

credited to

There is no provision for loans or non-refundable 'he legislation requires that the balances in
advances. Seventy percent of a member’s balancénembers’ accounts be credited with a minimum

may be used as a pledge (security) for a housing mvestr_nent return of 4 per cen_t. Returns on the
loan, however the amount is available only when KPFs invested assets, rates of interest credited to

a member becomes eligible for a benefit. A members’ accounts an_d the real rate of return to
pledge may be honoured in the event a member members (after deducting the rate of mflatlpn) are
can no longer make housing loan repayments dueShown in table K1. Members have consistently
to ill health, unemployment, etc, and part of the benefited from positive real rates of return.
member’s withdrawal may be paid to the holder

of the pledge with the remainder paid as a lump Table 10.3
sum to the member. Withdrawals have also been

KNPF rates of return (%)

a.pproved for medical reasons in special . Re;ﬁm Credited to | Inflation retifnalto
circumstances. Portfolio members (EVE members
, L 1995 18 135 3.6 9.9
10.22 Observations on the Kiribati 1996 m 35 ol 36
National Provident Fund ' ' '
1997 16 135 1.2 12.3
10.22.1 Coverage/compliance 1998 ] 13 11 36 74
1999 7 11 1.7 9.3
According to the Kiribati Statistics Office 2000 | 2000 9 11 0.4 10.6
Census of Population and Housing the totgl 2001 4 7 6.0 1.0
population of Kiribati is 84,494. The labour force| 2002 5 7 3.2 3.8
of Kiribati is about 40,000 persons of whom 920( 593 6 7 18 50
2004 15 v na -
™ A special death benefit of AUD 1000 financed by an annual Sﬁﬁ;f;l Oﬁ)PF data; ILO LABORSTA table 7A (calendar year average rates

deduction of AUD 5 from each member's account operated
until 2001.
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10.22.3 Investments more years of contributions when they reach age
50, interest will have been earned for longer
At the end of 2003, the invested assets of the KPFperiods, salaries on which contributions are paid
were in the order of AUD 65 million. Ninety increase and since the contribution rate was raised
percent of these funds are invested abroad (as i 15 per cent in 2001. One could seek to convert
permitted by the legislation). There is one the lump-sum withdrawal benefit into a pension
principal investment manager located abroad whoby applying an annuity factor. An AUD 10,000
invests in accordance with guidelines establishedwithdrawal would produce an annual pension of
by the KPF Board. The Board may find it useful around AUD 1000 per year from age 55. The
to retain more than one investment manager so apension would not be attractive, nor would it be
it give it the opportunity to compare results adjusted in the future to take into account
between competing managers as well as againsinflation.
established benchmarks. An independent
investment analyst could be retained to assesd0.22.5 Pensions
investment managers’ relative performance.
The KPF is considering the provision of periodic
Capital invested abroad may provide good returnsretirement benefits. In the future demographic
to provident fund members, but unless it is ageind® will strain the system whereby aged
balanced by foreign direct investment, it does members of society are supported. ‘Support
little to develop the national economy (e.g. ratios’ — the number of persons aged 15 to 59
through infrastructure investments in available to support persons age 60 and over
telecommunications, transportation, medical decreases significantly over the next 25 years.
facilities and education). It is these infrastruetu
investments which will generate greater national Table 10.5  Support ratios
output, employment and raise the national

standard of living in the future. As is the case ir Year 2000 2025
most developing countries, the KPF finds if —75

i ' . . Support  ratio
difficult to locate domestic investment| " 8.0 5.5

opportunities which are suitable for social
security funds. At the present time, Projects |n other words, while in 2000 there are eight
involving the constructing and leasing of persons of working age who are available to
commercial office space seem to be the mostsypport persons age 60 or over, in 2025 there will
suitable - domestic investments for the KPF. gnly pe five and one-half persons of working age
Tourism projects could generate employment. per person age 60 or over. In the future, in order

Financing projects requires management of theig systain the system of community support, aged
projects which diverts senior officials from their persons will need more resources of their own

primary task — running the provident fund. than those which can be provided by the Old Age
) Allowance. A social insurance pension scheme
10.22.4 Withdrawals can provide these resources for wage and salary

_ earners presently covered by the provident fund.
According to KPF data from August 2004, table

K2 shows the number and amounts of o gocial insurance pension can provide much

provident fund benefit which is often rapidly

Table 104 Withdrawals from the KPF dissipated! The pension is related to an
Year 1999 | 2000 | 2001 | 2002 | 2003

Number of 8 Demographic ageing is the result of declining fertility rates
withdrawals at 493 684 752 637 586 and increasing life expectancies (especially at the higher
age 50 7aeges),

Total withdrawn From World Population Ageing 1950-2050, Population
(AUD 000s) 2,218 | 2,547 | 2,559 | 3,359 | 3,504 Division, United Nations Department of Economic and Social
Average Affairs (ST/ESA/Ser.A/207), New York. Ratios are for
withdrawal (AUD) 4,498 | 3,723 | 3,403 | 5274 | 5,979 Micronesia which includes Kiribati, Guam, Nauru and

successor states to the Trust Territory of the Pacific Islands.
) ) " All the provident funds in the island states in the Caribbean
The average amount of withdrawal has increasedpave been converted to pension schemes, and with the

and will continue to increase as members haveexception of Swaziland, in Africa provident funds have been
converted or are in the process of being converted to pension
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employee’s earnings history and it is adjustednot members of the KPF) have not had this
periodically to take into account inflation. In a significant benefit from the Government.

social insurance pension scheme it is the scheme

as a whole and the government as the ultimateThe design and financing arrangements for a
guarantor of the scheme that assume thepublic pension scheme are major undertakings
investment risk, not each individual member. The involving wide consultation with stakeholders

15 per cent contribution rate would permit a and an actuarial valuation. A multitude of design

modest pension and lump sum scheme to be sednd financing issues must be decided, including:

up.78

The KPF retirement age is 50, and the providente
fund simply pays a member’'s accrued balance at
that time. But age 50 is too low an age to starte
paying a meaningful pension for the balance of,
retired persons’ lifetimes and survivors’ pensions ,
to their dependants. While according to the 2000,
census, the life expectancy at birth in Kiribati is
58.2 for males and 67.3 for females, what is
important is the life expectancy of persons at the
upper ages — 55 and 60. The United Nations,
estimates the current joint (male and female) life
expectancy at age 60 for Micronesians to be 18.6,
years and that joint life expectancy will increase
to 22.4 years by 2050. In other words, on
average, Micronesians now aged 60 live almost to
age 79. Retirement age should be set with

the lower the retirement age, the more expensiv
the pension scheme will be. The retirement age
would have to be raised gradually to age 55 and
then to age 60.

It would be possible to integrate a pension from
the KPF with the Old Age Allowance of AUD 40
payable from age 70. This would mean that for
KPF members the KPF would pay a higher
pension until age 70 and thereafter a lower
pension which together with the OIld Age
Allowance would result in a level pension
throughout. Alternatively, the KPF pension could
be reduced at age 70 by the amount of the Old
Age Allowance. Justification for this measure
would be that KPF pensioners have benefited
from the taxes which the Government has not
collected on their contributions to the KPF or on
the interest on their KPF balances. Other
recipients of the Old Age Allowance (who were

reference to life expectancies at the upper ages Beform of the KPF .
Jension scheme could proceed in two stages:

Retirement age,

Qualifying period for old-age, invalidity and
survivors pensions,

Pension benefit formula,

financial system to be applied,

Provision of a minimum pension benefit,
Transitional arrangements (including
equitable arrangements to take into account
members’ periods as contributors to the
KPF),

Method of adjustment of pensions to take
into account inflation, and

Amount of lump sum benefit or portion of
total contribution to be allocated to produce
a lump sum.

into a social insurance

1. Public information/awareness
campaign
There must be widespread support for the
conversion of the provident fund to a social
insurance pension scheme. In addition to
support of the Board and management of the
KPF, the active support of the concerned
ministries, KPF members and workers’
organizations, and employers must be sought.
The campaign would usually include public
meetings and extensive use of the media. It is
necessary to generate support for a modest
pension scheme, while not creating
unrealistic expectations.

The campaign is a national effort which must be
directed by
champion the reform of the provident fund. The
ILO can provide documentation and similar

respected national leaders who

support to the campaign, but the impetus for

schemes. In Africa the conversion has usually included a
Eension and a lump sum payment.

® In the ILO Social Security (Minimum Standards) Convention
No. 102, for an average wage earner with a spouse of
pensionable age, the minimum pension after a full working
career (30 years) is 40% of the worker's earnings at
retirement.

" From World Population Ageing 1950-2050, Population
Division, United Nations Department of Economic and Social
Affairs (ST/ESA/Ser.A/207), New York.
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reform must be national.

2a. Technical planning

Support for the conversion leads to the
appointment of a planning committee
consisting of the tripartite partners and other
interested parties. The planning committee
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should set out a target timetable for the be designed. Staff requirements must be
design of the pension scheme and actuarial  ascertained, staff recruited and arrangements
valuation, the drafting and enactment of made for staff training.
legislation establishing the scheme, and
implementation of the scheme. Proposals for Technical and implementation planning must
the design and financing issues mentionedproceed according to a well-defined and realistic
above must be formulated and an actuarialtime frame. International expert advice is likaby t
valuation undertaken. The outputs of these be required. The ILO can help to design a project
activities would be presented to the planningto cover the technical planning and
committee, and once agreed they would beimplementation of the reform. Loans or donor
widely publicized. Once the proposals have assistance to finance the project can be sought,
been accepted, legislation can be drafted.but a provident fund is generally the largest
Widespread support for the pension schemefinancial institution in a country and it is not
should facilitate passage of the legislation. always recognized that the assets of a provident
fund are held in trust for its members, hence
2b. Implementation planning donors are reluctant to allocate scarce technical
At the same time technical planning is cooperation resources to projects involving
underway, an implementation committee provident funds. Since reform of a provident fund
should be set up to deal with pension schemewill benefit the current and future generations of
administration  issues, especially the members, it is not necessary to seek loan or aid
information technology requirements and funds since a provident fund can pay for the
arrangements for making monthly pension project itself and amortize the cost over a long
payments throughout the country. Once anperiod (20 years or more). The ILO has wide
outline of the scheme has been agreed, theexperience implementing such projects which are
forms which will be required and systems can financed by the institution involved.
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Chapter 11 Unemployment Protection: Principles

11.1  Introduction In this context the number of unemployment
benefit schemes has gradually increased in recent
This Chapter has been produced against adecades reaching 68 in 2004. These schemes have
background of worsening global employment a long history in industrialised countries but were
trends, growing concerns about the seriousmore recently developed in Central and Eastern
problem of youth unemployment and slow Europe and in some middle-income developing
progress in achieving gender equality at work. At countries. There are few schemes in developing
the end of 2004 global unemployment was countries. In some of the latter, the main strategy
estimated as 184.7 million which was a slight has been to organise labour intensive projects for
improvement over 2003 but welcomed as the firstinfrastructural development. Such projects and
such decrease in a decade, However, the fact thgirogrammes have directly assisted unemployed
the global growth rate in 2004 was as high a 5 perand under-employed persons by providing work
cent but produced only 1.7 per cent more jobsthat is scheduled for the off-season in rural areas
was highlighted at the International Labour at rates of pay that appeal only to the lower paid
Conference 2005 as a grave concern over theand hence achieve targeting objectives. These are
imbalance between globalisation and growth andpersons who, in the main, are unlikely to be
job creationwhen more than a billion people are covered in contributory social security schemes
either unemployed or are considered as workingwhich mean that this method of assisting the
poor.® unemployed should continue if an unemployment
insurance scheme is developed at a later stage
ILO Global Employment Agenda in regard to primarily for persons in the formal sector.
labour market policies notes that in a globalized
economy where competition has intensified, The term unemployment protectioshould be
labour markets work best when there is anunderstood to mean the full range of measures
institutional environment that allows adjustment through the promotion of employment,
flexibility for firms whilst ensuring income, employment services, vocational training
social and employability protection for workers. programmes, and income support to assist the
A shift is noted towards more flexible forms of unemployed to find suitable employment. There
employment and from employment protection at are two main types of unemployment benefit
the company level towards social protection on aschemes; social insurance systems that pool
more collective level. The implication for contributions and other income in autonomous
developing countries is that they have to funds from which benefits are paid
gradually stabilise and formalise their labour (unemployment insurance schemes), and
markets which calls for the introduction of labour unemployment assistance schemes that apply
standards and labour market institutioliss the social assistance principles of means-testing to
embeddedness of private and public sectordetermine entitlement to cash payments during
employment in a network of labour market unemployment. Some of the longer-established
institutions such as unemployment benefit, re-unemployment insurance schemes in
employment services and training schemes whichindustrialised countries also provide
is a condition for the management of change andunemployment assistance to benefit recipients
a condition for decent work that can hardly be who are still unemployed and qualify under
created by the private sector without the supportmeans test rules when their entitlement to
of labour market institutions. insurance benefits is exhausted, and these
schemes may also ensure financial support to
persons who are ineligible for insurance benefits.

% Quoted in the ILO press release on the speech by the This Chapter COMPIISES:

Director-General Juan Somavia at the ILC 6 June 2005 who
also stated that” We must repair the disconnect between Relevant concepts principles and standards
economic growth and job creation, rebalance priorities, ! . . . !
revalue work and target the right investment policies. We must . Unemployment protection in practice, and

move employment and decent work fully into the mainstream ;
of the international development debate” Development of unemployment protection.
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In addition summary information on selected alia, employment services, vocational training
unemployment insurance schemes in Asia isand vocational guidance

given in section Appendix 11A and an overview

of the unemployment insurance scheme in11.2.3 Definition of the contingency

Thailand, as an example of a scheme in a

developing country, is provided in section The basic concept in the Social Security

Appendix 11B. (Minimum Standards) Convention (No. 102 of
1952) is ofsuspension of earnings due to inability
11.2 Relevant concepts, principles and to obtain suitable employment in the case of a
standards person who is available for and capable of work
A further requirement that the applicant should be
11.2.1 ILO instruments on unemployment actually seeking workis contained in the

Employment Promotion and Protection against
The relevant ILO Conventions define the Unemployment Convention (No.168 of 1988).
contingency of unemployment and prescribe theThis is the definition offull unemployment in
standards of unemployment protection. The first Convention No.168 which is at the core of the
such Convention was approved at the first sessiordefinitions found in national legislation governing
of the International Labour Conference in 1919. unemployment benefit schemes that increasingly
However, some ILO instruments on this subject in recent years have stressed the requirement that
are now outdated and this report focuses on thebenefit applicants are genuine job-seekers for
post-war Conventions numbers 102 and 168 andvhom the cash benefits are for the purpose of
the Recommendation 176 respectively and subsistence whilst they take sufficient time tafin
explains only those aspects that are directlydecent work to use the term and concepts
relevant to this study. The titles of these developed by ILO.
instruments are as follows:

11.2.5 Suitable employment
. Social Security (Minimum Standards) |,

Convention No. 102 of 1952, This is a key concept that has to be understood

o Employment Promotion and Protection and implemented in administering national
against Unemployment, Convention No. schemes. Article 21 of Convention No.168

168 of 1988, and stipulates that benefit may be refused, withdrawn
o Recommendation on Employment suspended or reduced when the claimant refuses
Promotion and Protection against to accept suitable employment. This situation
Unemployment, No. 176 of 1988. may arise in the course of monitoring or
enforcing job search rules and the employment
11.2.2 Employment policy and services officials consider that, all things
unemployment benefits considered, the job available is reasonable and

appropriate for the unemployed person but are

Article 2 of Convention No0.168 makes the unable to convince him or her to apply for it or
stipulation that systems of protection againsttake it, as the case may be. In determining
unemployment, and, in particular the methods of Whether employment isuitable account should
providing unemployment benefits, should be taken of:
contribute to the promotion of full, productive
and freely chosen employment, and are not suctt ~ The age of the unemployed person,
as to discourage employers from offering and.  Their length of service in their former
wo_rkers frt_)m seekin_g productive_ employment. occupation,
Thls_ constitutes an important guideline _for the | Their acquired experience,
design, adaptation and implementation of _
unemployment benefit schemes. . The length of the period of unemployment,

. The labour market situation,
The empha_sis on employment is evident from the, The impact of the employment in question
stipulation in AY“C_'e ! 'ghat_ each m_ember _shaII on their personal and family situation, and
declare as a priority objective a policy designed .
to promote full, productive and freely chosen *  Whether the employment is vacant as a
employment by all appropriate means, including result of an on-going labour dispute.
social security. Such means should include, inter-
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Recommendation No0.176 lists the circumstances
where the concept of suitable employment should11.2.7 Qualifying periods
notapply:
The conventions do not contain specific

*  Such as where the employment concernedprovisions on the duration of qualifying periods

involves a change of occupation which does and stipulate only that the qualifying period

not take account of the abilities, should be such as to preclude or prevent abuse.

qualifications, skills, work experience, and

retraining potential or involves a change of 11.2.8 Cash benefits

residence to a place where suitable

accommodation is not available, Article 15 stipulates that benefit shall be
calculated in such a way as to provide the
beneficiary Wwith partial and transitional wage
replacement and, at the same time, to avoid
creating disincentives either to work or to
employment creatioh

. The conditions and remuneration are
appreciably less favourable than those
generally granted in that occupation and
district,

. The vacancy results directly from a
stoppage of work due to an on-going labour pates  Where the benefit is based on the
dispute, and contributions paid by and on behalf of the

. Reasons other than above make it notunemployed persons or in respect of the previous
unreasonable, taking into account the family earnings, Convention No.102 prescribes a rate of
responsibilities to refuse the job offer. 45 per cent for a man with a wife and 2 children

whilst the Convention No.168 prescribes 50 per

In practice, interpretation of such guidelines may cent. In other types of systems, where benefits are
still differ between unemployed persons and theat standard rates or are based on need, the rates
employment services and may lead to disputesmust be fixed at 50 per cent of the minimum
the application of sanctions in the form of benefit wage or of the wage of an ordinary labourer or at
Suspensions and, in some instanceS, to appea|s @ level that prOVideS the minimum essential for

labour courts or their equivalent to resolve suchbasic living expenses, whichever of the three
disputes. alternatives is the highest.

11.2.6 Partial unemployment Duration As regards duration, a waiting period
of up to 7 days is provided for and the duration of

Convention No0.168 also extends unemploymentPayment is prescribed as throughout the
protection to partial unemployment which is contingency in principle but this can be limited as
defined as: follows:

. Loss of earnings due to a temporary °® Under Convention No.102 where employees
reduction in the normal or statutory hours of are protected up to 13 weeks within a period
work, and of 12 months and, where residents with

. . . insufficient means are protected, to a
. Suspension or reduction of earnings due to a

, . maximum of 26 weeks in a period of 12

temporary suspension of work without any
. . : months, and

break in the employment relationship for _
reasons Of, in particu|ar, economiC, L Under Convention No. 168, UP to 26 weeks
technological , structural or similar nature. in any spell of unemployment or 39 weeks
over a period of 24 months but, if a country
has obtained a temporary exception from
this requirement under Article 5, the
duration may be limited to 13 weeks over
any period of 12 months.

This convention states that each member shall
endeavour to provide the payment of benefit to
part-time workers who are actually seeking full-

time work on the basis that the total of benefits
and earnings from part-time work may be such as
to maintain incentives to take up full-time work. Convention No.168 stipulates in Article 19 that

However members may make a declaration undetthe duration of payment to seasonal workers may
Article 5 in order to defer implementation of be adapted to their occupational circumstances.
provisions on partial unemployment. Some schemes aim to limit the entitlement to the
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normal working period and to exclude the off-
season periods when there is no loss of earnings
to be compensated.

11.2.9 Other benefit rights

Convention N0.168 contains other important
provisions concerning other benefit rights:

. Where the unemployed persons were
entitled to medical care for themselves and

prevented from working as a direct result of
a stoppage of work due to this labour
dispute,

When the claimant has attempted to obtain
or has obtained benefits fraudulently, and

When the person concerned has failed
without just cause to use the facilities
available for placement, vocational
guidance, training, retraining or
redeployment in suitable work.

dependants by virtue of their previous
employment (for example, through a social

health insurance scheme) Article 23 _ .
provides that this entittement may be Convention No. 102 prescribes that the cost of

maintained for persons in receipt of benefits and the administration of the scheme
unemployment benefit, and shall be borne collectively by way of insurance
. The periods of benefit should be taken into cor_ltrlbutlo_ns or taxr_:ttlon or both in a manner
account for rights to pension benefits which avou_nls hardship to persons of sm_aII means
. . -’ and takes into account the economic situation of

medical care and sickness and maternity

benefits after the end of unemployment. the country and the classes of persons protected.

11.2.11 Financing

_ The total of contributions by employees shall not
This means that persons who are members of aRyceed 50 per cent of the total contributions

integrated and comprehensive scheme and ceasgxcluding those for family benefit and
to contribute because of unemployment would employment injury benefit.

not lose all rights during the period of

unemployment and be forced to obtain and pay

for medical care from other sources for 113 Unemployment
themselves and their families. Furthermore, by practice

crediting periods of unemployment benefit the

contribution records of the unemployed would 11 3.1 Objectives and
not depreciate affecting entitlement to short-term ynemployment benefit schemes
benefits when back in work and their rights to

pension protection in future. However, such The main purpose of social insurance and social
provisions may not be applied where a assistance systems for the contingency of
declaration has been made by a country where iunemployment is to provide financial support
is justified by the extent of protection of its &IC  \yhilst the unemployed person obtains re-
security system. employment with the help of organised
employment services and, where necessary, re-
training schemes. Other objectives are:

protection in

roles of

11.2.10
entitlement

Restriction on benefit

. To help maintain aggregate consumer
demand during periods of economic
difficulties that have lead to extensive
unemployment and to prevent or minimise a
downward spiral of further economic
decline that could cause more rounds of job
losses,

Promote better utilisation of labour by
encouraging unemployed workers to find
appropriate jobs and, where necessary,
develop their job skills to meet current
demands of the labour market, and

In addition to the suspensions in relation to
refusal of suitable employment, Article 21 of
Convention No. 168 prescribes other
circumstances where benefit may be refused,
withdrawn, suspended or reduced, including:

. When it has been determined that the person
concerned had deliberately contributed to
his or her own dismissal, or has left
employment voluntarily without just cause,

. During the period of a labour dispute, when
the claimant has stopped work to take part
in a labour dispute or when he or she is
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. Help industries to maintain skilled work relate to the difficulties of predicting or projew
forces as trained workers are not forced tothe extent of unemployment which could arise
seek other jobs, and thus are free to returnfrom one or more of numerous economic factors
when job openings occur. and, furthermore, could be Ilocalised and

temporary at one extreme or widespread and

The introduction of unemployment insurance, or structural in nature at the other. As industries
an unemployment assistance scheme, such agdapt to market forces and introduce new
those in Australia and New Zealand, may have antechnological methods that place new demands
effect on aggregate disposable income,on employees they may be expected to be
consumption and savings. Benefit entitlement increasingly subject to re-training, more mobile
might deter some workers from seeking rapid and adaptable. In  such circumstances,
reintegration into the labour market as it is unemployment benefit schemes have a key role in
intended to provide a breathing space to find adapting labour supply to demand.

suitable jobs. In the case of short-term schemes

that may be implemented in developing countriesIn the context of more open economies in the era

to provide a proportion of the unemployed of globalisation the importance of such schemes

modest levels of income support for limited is enhanced. However, the limited number of

periods, the effect on the overall cost of the unemployment benefit schemes worldwide, and

scheme and the economy as a whole should béotably in developing countries, underlines the

negligible. There are only marginal effects to be difficulties of designing and administering these

expected on average labour costs and onsystems effectively in countries where coverage

consumer price levels. is narrow, job creation is limited and relatively
large informal sectors exist.

On the other hand, there are economic costs of

not having any unemployment benefit system. Information on the experiences of unemployment

They result from: benefit schemes is provided in the following

sections.

. Passive or active resistance by workers to
structural change and unwillingness of the 11.3.2 Overview
workforce to cooperate in the introduction
of new technology due to concerns that Whilst unemployment benefit schemes operate in
some may lose their joB8§ all industrialised countries there is some variatio

. Political tensions and social unrest when in the standards of protection they provide. One

large numbers of workers have to be laid group that includes Austria, Belgium, Denmark,
off: Finland, France, Germany, Iceland, Luxembourg,

] ] _ Netherlands, Norway, Portugal, Spain, Sweden

*  The tendency to claim other social security gng Switzerland is noted for the extensive
benef!ts (invalidity benefits, cgsh sickness coverage and high level and long duration of

benefits) when the contingency of ynemployment insurance benefits, which may be

unemployment is not covered; and backed up by unemployment assistance for

e The temptation to establish other more workers who do not qualify or have exhausted

costly and less effective schemes to providetheir entitlement to insurance benefftsThese

protection in the event of job loss countries generally have high levels of
(employment assistance programs). employment protection. A second group that

includes Australia, Canada, Japan, New Zealand,

The contingency of short-term and frictional the United Kingdom and the United States
unemployment can be considered a risk that carProvide relatively lower levels of income
be protected under social insurance principles ofProtection and more limited ~employment

pooling risks and finances in autonomous funds.Protection.

The special characteristics of unemployment!n Central and Eastern Europe, new schemes
were introduced near the end of the 1980s which

#«The existence of a good unemployment insurance system

creates a feeling of security among the workforce which can 8 The main sources for this section are “Social Security A
greatly facilitate structural change and technological new consensus” ILO Genera 200land the International
innovation that workers might otherwise perceive a threat to Workshop on the Role of Employment/Unemployment
their livelihoods.” Social Security A new consensus” ILO Insurance under the New Economic Environment, Seoul,
Geneva 2001 Korea September 2001.
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have since been subject to reforms, especially tgproviding employment because of concerns that
limit benefit duration; one of the main concerns certain enterprises try to exploit wage subsidies
has been the limited coverage of these systems. lschemes. The programmes included support for
some middle-income developing countries small companies, job creation in regions with

unemployment benefit schemes are in their earlyhigh unemployment, and subsidised jobs for

stages of development facing the need to extendinemployed persons.

coverage and increase the effectiveness of re-

employment strategies. In some Latin American Some of

the main active labour market

countries government finances the schemesprogrammes in Germany are as follows:

(Brazil and Chile) and rates of benefit are in the
range 40 to 80 per cent of previous earnings.s
Barbados pays 60 per cent of average earnings fof
a maximum of 26 weeks. In China the levels of
income protection provided in local jurisdictions
are generally low and the scheme in South Korea,
which has succeeded in extending coverage quite
widely, pays only 50 per cent of average earnings
for periods related to length of insurance and varye
from 3 months to a maximum of 8 months for
persons with disabilities, or are aged over 50 and
have over 10 years insurance.

In many of the long-established schemes, in
addition to the intensive support for job-search
activities at the individual claimant levels the °
basic strategy is to stimulate job creation and re-
employment through active labour market °
programmes. For example, in Japan the
government subsidises selected enterprises that
are experiencing difficulties where it appears that
a financial injection will prevent job losses (rath

Support for further vocational training,

Job creation measures to provide temporary
jobs for long term unemployed persons,

Wage subsidies using resources otherwise
payable as benefit in order to provide
temporary employment,

Integration subsidies, the purpose of which
is to obtain permanent employment for
disadvantaged workers by compensating
employers for lower performance,

Recruitment subsidies for new businesses to
employ up to two unemployed persons,

Subsidies  for  recruiting  long-term
unemployed persons, and

Start-up grants for persons entitled to
benefit but wishing to start businesses may
be entitled to a lump sum of 6 months
benefit.

than merely postpone the inevitable), and also toMost countries keep such policies under review to
encourage the hiring of hard-to-employ older evaluate their effectiveness and adapt them to
workers; furthermore, other measures are broughtthanging requirements.

to bear to avert closures or extensive job losses.

In addition, the scheme, which has the title of 11.3.3 Costs of unemployment benefit
Employment Insurance to signify its principal schemes

objective, pays allowances during vocational

training, transportation, moving and lodging A study carried out under the auspices of the
expenses to trainees and to persons seekingSSA Technical Commission on unemployment
employment outside the immediate commuting insurance and employment maintenance has
area and certain other costs associated with reanalysed the costs of unemployment benefit
location for the purposes of re-employment. schemes, using data from 32 national syst€ms.
As the study indicates, the main factors that
The Swedish system has long accorded a highdetermine such costs in a national scheme are:
value to vocational training and promotes a
widespread training culture to improve .
capabilities of the work force with the emphasis
on regular updating and increasing the relevance
of vocational training for changing labour market
needs. Wage subsidy programmes have been if
operation since the 1930s. One issue was whether
wage subsidised jobs should be at the same pay
rate as other jobs. In practice, wages have been at
benefit or minimum wage levels. Trade unions ® International evidence on unemployment compensation

and others debate the value of wage subsidies fol?’fe‘_"""enceS and costs” Wayne Vroman, Economist, Urban
Institute USA.

The unemployment rate,

Access to the programme as reflected by the
ratio of beneficiaries to the unemployed, and

The level of income support as indicated by
the replacement rate which is measured by
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the ratio of average payments to the averageThe dilemma of the scheme administrators and

earnings amongst the covered worker.

The main findings were that amongst 32 countries
for which data was available for the analysis:

particularly the employment offices, is that whilst
aiming to provide effective and professional
services to all persons on the unemployment
register, they must prevent waste of resources and
fraud and deter persons who aim to exploit the
system. One important point is that many of the

Iggogzsctrsosvget;]ee géggxn\{ggsed during the genuine job-seekers succeed in finding work
' through their own efforts since it is common for
Costs were highest amongst the OECD persons to use personal initiatives to find work
countries reflecting the wide scope of the rather than be provided with job offers at the
schemes and high benefit levels, and employment offices. This limits the possibility of
High costs were most pronounced amongstémployment offices offering suitable work to
countries with combined unemployment such persons and to apply sanctions to those who

insurance and unemployment assistancerefuse without good cause. However, the
schemes. enforcement of suitable job and training offers

and penalising refusals by means of benefit

A simple average of the 32 countries found that'€ductions is one of the most effective
the cost rate as a percentage of payroll was 2_0§dm|n|strat|v_e proceglures "?‘Va"ab'e in  the
per cent for the 1990s but there is some variation'MPlémentation of the job-seeking systems.

for the component regions and groupings due to,
the basic differences in the structure, scope ano(')
standards of income protection, as follows:

Australia

One of the key provisions in the Australian
unemployment assistance scheme, which is based
on the principle of means-testing, is thetivity
testthat demonstrates the eligibility of claimants
to Newstartallowance (NSA which is for persons
aged 21 to pension age) and Youth Allowance or
YA (for young people aged between 16 and 24
who are either studying full-time if between 18-
20 and are unemployed and looking for full-time
work). The main impetus for changes was to
ensure that only genuine job-seekers should
In general, over recent decades as countries havgualify for cash payments and to maintain the
implemented employment polices as a high supply of labour by encouraging the unemployed
priority, the roles of unemployment benefit to actively seek work and to accept suitable
schemes have come under scrutiny and, in som@mployment*

instances, reforms have resulted that are designed

to reduce expenditures and increase the re<The main changes included:

employment rate of the unemployed
beneficiaries. These reforms have taken place.
against a background of rising unemployment and
increasing uncertainty about future employment
growth. Another factor which must be
acknowledged is that, in many countries, systems
of cash benefits for the unemployed have less
public support than for other types of social

OECD -3.20 per cent,

East and South Asia- 0.18 per cent,
Central-Eastern Europe-1.33 per cent,
South America-0.34 per cent, and
Others-0.02 per cent.

11.3.4 Recent reforms

The introduction of a Job-seeker Diary
issued to recipients of NSA and YA to
record details of job-search for checking and
review purposes,

8
security protection. This is because of the belief

that amongst the unemployed there is a
proportion who have no real intention of urgently
seeking another job and are satisfied with the
income from benefits, whether or not this is
supplemented by undeclared earnings from
clandestine work.
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. Enforcement of Employer Contact transformed by legislation enacted in 1971. The
Certificates to be signed by employers as coverage is now extensive amongst employees,
proof of contacts by job-seekers, including federal government employees, with

the self-employed excluded, although persons

engaged in fishing are covered in a separate
scheme. The changes introduced 1971 had
extended coverage, enhanced benefits, reduced
qualifying tests and had prescribed limited
exchange for unemployment allowances, penaities for persons who voluntarily gave up
and work or were dismissed for misconduct. At

. Simplification of activity test breach various times as a reaction set in to the gengrosit
penalties under which claimants who fail the of the new scheme, amendments were enacted
activity test for the first or second time incur that were designed to reduce expenditures and the
a benefit reduction of 18 to 24 per cent scope for abuses, including provisions to tighten
respectively for 26 weeks, whilst a third eligibility rules and to enforce job-search.
breach within a two-year period attracts an 8
week non-payment period; whilst serving After considerable and lengthy research and
these penalties it is still necessary to keep uppublic debate, the El system was adopted which
job search activities. has tightened eligibility and curtailed the duratio

of benefit payments. The purpose of the El

In the administrative sphere, 1997 saw thereform was, in fact, to discourage people from
creation of Centrelink to improve services to dependency on public funds, and, instead, to
social security beneficiaries and job-seekers. Thisencourage employment. This has meant more
Organisation integrates the de”very of income inVEStigationS and control activity and stiffer

support with the functions of registration for re- penalties for both employers and claimants who
employment, assessment and referral for labouhave committed fraud'he changes include:

market assistance. The reforms replaced the

public employment services with Jobs Network *  Stricter qualifying rules that also curtail

. Re-definition ofunsuitable workto expand
the scope of job-seeking activities

. A Work for the Dolanitiative to foster work
habits through work for the community in

which comprises public, community and private entitlement duration,
providers of employment services who are paid. Stronger penalty and repayment provisions
on outcomes that is, when they place an in fraud cases,

unemployed person in a job. The unemployed
persons have the right to choose the providers
they prefer which increases the pressure of )
market forces on these providers to maintain®  Where the unemployment is due to

An improved system for data matching in
fraud cases,

competitiveness through technological and other voluntary ~ leaving  an indefinite
improvements in their systems. disqualification is applied, and

. Refusals of suitable jobs or training, results
As in other countries, these reforms were in benefit disqualification of between 7 and
introduced after careful assessment of the 12 weeks.

strengths and weaknesses of the current systems,

and this process continues to ensure that therne focus has shifted to active measures to
pbjectives of facilitating re-employment are met ¢timulate employment. There are targeted wage
in the most cost-effective manner. subsidies, self-employment assistance to support
. persons starting new businesses, targeted earnings
(i) Canada supplements and job creation partnerships to help

: ) . unemployed persons to acquire work experience.
Canada introduced unemployment insurance INEollowing this comprehensive reform, some

1940 and the scheme has undergone extensivgoncerns have been expressed that this has gone
revisions at various stages in relation to changingiog far and now some categories such as part-time
social and economic conditions in the country. yorkers, who are predominantly female, may
This process of change has culminated in thepaye difficulties in qualifying. It appears thagth

introd5uction of Employment Insurance (El) in gepate in Canada on this important programme is
1997° which replaced the scheme that was
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still on-going and that the process of change isare enhanced. The initial evaluation indicated that

likely to continue. long-term youth unemployment was reduced by
about 40 per cent and that the system is close to
(i) United Kingdom self-financing. One of the success factors is

considered to be employer involvement in the
In the 1990s concerns arose that despitedesign of the scheme.
satisfactory economic growth relatively large
numbers of social security beneficiaries were of New deal for the long-term unemployed. This
working age. The UK Government's approach tofocuses on persons over age 25 who are
maximising the numbers in work is through: unemployed for 18 months or more (initially for

24 months) and consists of personal adviser
e More active personalised labour market services for job search, a wage subsidy and
policies to move more beneficiaries into opportunities for full time education and training.
work, In the first two years over 250,000 had joined the
Measures to ease the transition into work, Schéme and over 45,000 had found jobs. From
April 2002, when the scheme was extended to
persons unemployed for eighteen months or
more, the unemployed have to undertake three
months mandatory activity on similar options to
the new deal for young people.

and

. Measures to ensure that work pays better
than welfaré®

More active labour market policies. Claimants
to job seekers allowance must agree to an actiorNew deal for 50+From April 2000 persons aged
plan for job search and have to report every two50 or more and unemployed for six months or
weeks to the Job Centre for review of progress.more were given personal advisers, training
Failure to comply leads to sanctions that result insupport and employment financial credits of
the reduction or termination of benefit. Although amounts according to whether the aim is full-
generally successful, it was decided that thistime, part-time or self-employment.
system needed more intensive targeting for
particular groups. Special programmes which areThe introduction of Job-Centre Plus was a
termed New Dealswere devised. Summarised noteworthy development after decades of reliance
below is a selection of typical categories that on coordination between the offices of the
present challenges to many unemploymentDepartment of Social Securitgnd employment
benefit schemes. exchanges under the Ministry of Labour. In
October 2001 Job Centre Plus was established by
New deal for young people This offers special merging the Benefits Agency from the
help to 18 to 25 year olds unemployed for six Department of Social Security and Employment
months through intensified support on careersServices from the Ministry of Labour into a
advice and job search for 4 months followed by single operational unit. This comes under the
mandatory full-time activity through one of the newly-created Department of Work and Pensions.
following options: The purpose is to emphasise work rather than
welfare as the major objective of the system.
«  Work experience with an employer or a Personal advisers for clients and enhanced IT
voluntary organisation, systems are key features which aim to provide
efficient services to employers and clients of the

. Training or education directed at particular
system.

occupations, and

*  Practical help in applying for jobs, including QOne of the obstacles to re-employing persons on
Interview practice. social security benefits has been the disincentives
created by gaps in cash flows in the transitional
Subsequent follow-up takes place to ensure thaperiod and the loss of some entitlements accruing
experience is utilised to ensure career prospect$o long-term beneficiaries. This has been
addressed by extending the duration of certain
% The main source of information is a country paper types of cash benefits for persons so that they
presented at the International Workshop on the Role of overlap with initial earnings and ensure that they
Employment/Unemployment Insurance under the New .. . . .
Economic Environment, Seoul, Korea September 2001. have sufficient financial incentives to re-entes th
work force and rely on their earnings.
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schemes were established for categories not
12.3.5 Analysis of unemployment covered by the main scheme. However, the
insurance schemes in Asia scheme is not compulsorily enforced amongst
enterprises with fewer than 5 workers in the
Figure 12.1 in Appendix 12A, contains summary agricultural, forestry, fishing, hunting sectors, o
information on 6 of the unemployment insurance small-scale construction projects or amongst
schemes in Asia, comprising one of the oldest indomestic workers all of whom have the right to
Japan launched in 1947 and the newest that werenembership on a voluntary basis.
introduced in Turkey in 2000 and Thailand in
2004. This description highlights the coverage, (ii) Financing
financing, qualifying  conditions,  benefit
entittement and administration as illustrating Unemployment is a short-term contingency which
some national approaches to the main features ofs difficult to predict with the same degree of

interest for this study. accuracy as for other social security
contingencies. The main determinants of
0] Coverage unemployment benefit costs are the coverage, the

extent and duration of unemployment amongst
is often introduced at a late stage in the the protected groups and the standards of income
development of national systems of social support. A pay-as-you-go system is appropriate
security protection and it is to be expected thatwith a contingency reserve of a minimum of 6
the new scheme will be extended to the samemonths benefit expenditure. This system, which
types of insured persons, with the exception ofis backed up by a government guarantee of
voluntarily insured persons and self-employed solvency, has advantages over holding substantial
contributors who are usually ineligible for this reserves that may be vulnerable to diversion.
form of social insurance. This is the situation in
Turkey and Thailand whilst the delivery of The cost of administration of the fund has to be
unemployment insurance benefits was delayed byestimated and issues may arise about the method
24 months in Mongolia from the date of of financing employment services and training
introduction of the new comprehensive social schemes. There is no standard pattern but
insurance scheme in order to build up the generally the unemployment insurance fund is
finances of the unemployment insurance branch responsible for the costs of administering the fund

but not the employment services and training
The scheme in China that was brought into forceschemes which may be financed mainly or
in 1986 had as its main target the employees inentirely by government budgets. These two types
State owned enterprises which typically of services are available to the population as a
employed 90 per cent or more of urban whole, including new job-seekers who were not
employees and were due for re-structuring, previously insured, and not only the unemployed.
involving the redundancy of many millions of In such situations, the social security organisatio
workers across the country. The scheme has nownay pay for the services provided through a
been extended to wurban enterprises andformula related to numbers and costs of claims
institutions. Japan has achieved very wide work at the employment offices and the costs of
coverage amongst all types of employees,training courses that were provided to the
including separate schemes for civil servants,unemployed. Practices vary in regard to these
seamen and day labourers (or casual workers)different types of administrative costs.
except for enterprises with fewer than 5 regular
workers in the agriculture, forestry and fishing Three of the countries rely on bi-partite financing
sectors. The latter are entitled to join the schemewhilst three countries also make use of
voluntarily but the enterprises and their government subsidies. Consequently, there is
employees opting to join pay higher contribution some variation in the contribution rates charged
rates that are based on past benefit experience. as Mongolia levies a total of 1 per cent shared

equally between employers and employees
The Republic of Korea has made rapid strides tocompared with a total of 4 per cent in Turkey
extend the unemployment insurance scheme thatonsisting of 1 per cent each by employees and
was launched in 1995 that came under severdghe government and 2 per cent by employers. As
pressure when the Asian financial crisis causedalready mentioned, Japan has introduced some
extensive unemployment in the country. Special differential contribution rates for employers and
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employees whilst government provides 25 percontributions in the last 12 months, or 1 year of
cent of benefit costs (33.3 per cent for the speciainsurance in the last 2 years for part-time
scheme for casual workers) and 12.5 per cent ofworkers, Korea stipulates only 6 months coverage
special allowances for new-born children and for in the last 18 months and Thailand 6 months
older workers. contributions in the 15 months preceding the
commencement of the unemployment.
In the Republic of Korea, which operates an
Employment Insurance Scheme (EIS), (iv) Benefit entitlement
employees, pay 0.45 per cent and employers are
charged between 0.7 and 1.3 per cent accordindgn general, benefit rates are set so as to ensure a
to the size and type of enterprise. These variablebasic level of income and adequate incentives to
rates are related to the vocational training system return to full earnings status, and duration atso i
which come within the framework of the Job carefully determined in order to allow a
Skill Development Programme; the latter is seenreasonable but not too lengthy amount of time to
as crucial for economic development on the obtain re-employment. Countries in this selection
premise that the country can obtain a comparativeprovide examples of different approaches such as
advantage through a skilled workforce. The standard systems in some countries and variable
separate fund finances training for employees asentittements according to factors considered
well as the unemployed. Another feature is thatimportant in others.
employers may obtain low-interest loans from
this fund for the purpose of establishing In China, local governments set the benefit rates
vocational training systems and purchasing between the public assistance scales and the local
equipment. The EIS scheme operates three fundsninimum wage and pay for up to one year where
for unemployment benefit, job skills development the unemployed person has less than 5 years
and employment stabilisation respectively. Oneinsurance, 1.5 years for from 5 to less than 10
of the latter's aims is to support enterprisesyears and 2 years for persons who have
financially through difficult periods by means of contributed for 10 years or more. The
loans in order to prevent or minimise lay-offs. replacement rate is relatively low in the context
of low reemployment raté¥.
(i) Qualifying conditions.
The Republic oKorea applies a 7 days waiting
As a short-term benefit, the qualifying conditions period and pays 50 per cent of insurable earnings
relate to recent periods of insurable employmentfor between 90 days, which is for persons with
which in some instances is combined with a from 6 to 12 months coverage, and a maximum of
requirement for a longer basic period of 240 days for those with 10 or more years
unemployment insurance contributions paid atcoverage or are over age 50 or are disabled; the
any time since entry into unemployment benefit rate is protected by a proviso that it @ann
insurance. Another series of conditions are be less than 90 per cent of the minimum daily
applied in relation to employment — that the wage whilst the maximum is prescribed in
claimants are registered at the employment officemonetary terms (currently KRW 35,000). The
and are capable of and available for work andscheme is also able to assist persons who need to
usually that they are actively seeking work. move to other areas for employment purposes by
paying a National Job-Seeking Allowance and
The objective of the insurance conditions is to other expenses; benefit duration can be extended
balance requirements for proof of covered for the purpose of income support during training.
employment with the needs of the unemployed
for a partial replacement income. Mongolia Japan has developed a complex system which
imposes a strict qualifying test of 24 months takes into account several factors in determining
contributions paid at any time and 9 monthly the rates and duration of benefit, including the
contributions in the 9 months preceding the levels of average earnings as the amounts payable
unemployment. The qualifying condition in vary inversely to the benefit of lower-paid
Turkey consists of a minimum of 600 days of workers, the age of the unemployed if between
contributions in the last 3 years including the 120
days before the unemployment commenced. Ine Unemployment Protection System in China: Reforms,
contrast, the rule in China is a minimum of one Progress and Challenges” Vivian Chen, World Bank,
year insurance, Japan calls for 6 months gg%zented at the ISSA General Assembly, Beijing ,September
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age 60 and 64, whilst benefit duration is related t with 600 days of contributions, 240 days where
reasons for the unemployment and may be900 days were paid and for 300 days if 1,080 or
increased for other reasons. The rate is betweemore days were paid into the scheme.

50 and 85 per cent (or 45 to 80 per cent for those

claimants who are between 60 and 64 years old)v) Administration

and this is payable after 7 waiting days for

between 90 and 150 days according to suchAll unemployment insurance schemes have to

factors as: apply both insurance and labour market
conditions and therefore need to establish suitable
. Length of coverage, arrangements to coordinate these functions,

. Age, including compatible computer systems linking
the social security and employment offices
*  Reasons for the unemployment, and respectively for exchanges of information on
. Job prospects. claims. The scheme in China is administered by
local social insurance agencies in municipalities

Additional periods ranging from 30 to 210 days in collaboration with the local networks of

can be paid in case of unemployment caused byemployment offices. ~The  unemployment
an industry in recession which makes re- insurance scheme in Japan comes under the

emp|0yment more d|ff|cu|t, with claimants juriSdiCtion of the Ministry of Health, Labour and

undergoing training or suffering from physical or Welfare and is implemented by the Employment
mental stress. The scheme also provides a serieisurance Sections of the prefecture Labour
of special payments such as an allowance forDepartments and the Public Security Offices
older workers, new-born child allowance and Which collect contributions and pay benefits. In
family care leave benefit, and provides financial the Republic of Korea the Korea Labour Welfare
support for persons who relocate to take up jobSCOrporation collects contributions and the
in other areas. Employment Security Offices pays the benefits.

In Mongolia the State Social Insurance General

Mongolia relates the benefit amount to length of Office (SSIGO) administers an extensive and
insurance. The rate is set at 45 per cent for p to integrated scheme and in the case of
years insurance, 50 per cent for between 5 and 1¢inemployment insurance the SSIGO collaborates
years, 60 per cent for from 10 to less than 15With the” employment services under the Central
years and 70 per cent for 15 years or more. Theemployment  Office. Thailand operates a
maximum benefit duration is 76 working days comprehensive social insurance scheme through

which commences when the period of severancehe Social Security Office (SSO) under the
pay is completed. Ministry of Labour and has launched the

unemployment insurance in collaboration with

Thailand also uses the 7 waiting days rule and two other organisations under the Ministry — the
pays the persons who are involuntarily Departments of Employment and of Skills
unemployed 50 per cent of previous averageDeveIopment respectively. The Social Insurance
earnings for up to 180 days in a period of one Institution in Turkey has added unemployment
year. Claimants who left their jobs voluntarily are insurance to its existing scheme and administers it
entitled to 30 per cent for a maximum of 90 days in conjunction with a national network of
in the period of one year. This is an unusual €mployment service offices.
provision that was included at the request of trade
unions concerned about instances of enterprised1.4 Development of unemployment
that did not formally make workers redundant but Protection
ceased or were unable to pay them leaving them
little option but to leave and seek other jobs 11.4.1 Policy framework and issues
whilst their complaints are investigated. In fact,
this category of claims for voluntary leaving was (i) Employment as the prime objective
the largest in the first year of paying benefits.

Undoubtedly, employment creation is the
Turkey sets the minimum monthly benefit at 50 overarching goal of countries of all types, and
per cent of average earnings over the last 4developing countries are formulating their own
months which is payab|e for Varying periods national pOIiCieS and Strategies in this Sphere Th
related to length of service; 180 days for workers general discussions on social security held at the

190



Unemployment Protection: Principles

International Labour Conference in June 2001 works projects are designed for the unemployed
included the subject of Income Security for the and under-employed persons who are generally
Unemployed and Employment. In the debate, low-skilled and part of thevorking poorin rural
numerous references were made to the particulaand urban areas. This type of action involves the
problems of developing countries and the prime commitment of public funds to carefully-designed
need for measures to assist the unemployedorojects that contribute to the improvement of the
through such measures as labour intensiveinfrastructure, and, as such, constitute a valid
employment projects and by carefully designed strategy to cope with part of the unemployment
unemployment insurance schemes within theproblem. For workers in the formal sector who
framework of active labour market policies to are members of contributory social security
help the unemployed. Some of the main points inschemes there is a choice of methods between
the Conclusions concerning social security wereunemployment insurance and unemployment
as follows.For persons of working age the best assistance schemes, but it is assumed that such a
way to provide a secure income is through decentscheme would be self-financing through
work. The provision of benefits to the unemployedcontributory social insurance and not a form of
should therefore be closely coordinated with unemployment assistance financed by
training and retraining and other assistance they government revenues for which there are many
may require to find employment. Unemploymentcompeting priorities. The extension of coverage
benefits should be designed so that they do nobf national social security schemes is a prime aim
create dependency or barriers to employment.which is important for unemployment insurance
However, benefits must be adequate. Where it isschemes that should protect persons particularly
not deemed feasible to establish a system oWulnerable to unemployment as well as those in
unemployment benefits, efforts should be made t®ecure jobs.

provide employment in labour intensive public

works and other projects as is successfully donePolicies for job creation may encompass the

in a number of developing countri&s. establishment and expansion of effective
networks of employment service offices linked to
(ii) Role of unemployment benefit schemes labour market information technology systems

and vocational training schemes which may use
This study has shown that unemployment benefitprivate as well as public sector providers. The
schemes are part of a system to returndevelopment of such systems would increase the
unemployed persons to suitable employmentfeasibility of, and may be considered as pre-
consisting of policies and strategies for job requisites  for, establishing a  modest
creation, comprehensive employment servicesunemployment insurance scheme that can play a
(comprising as a minimum, assessment,key role in providing adequate levels of income
vocational guidance, advice on job search andsupport for a limited duration to enable the
access to vocational training programmes). Theunemployed to take sufficient time to find decent
issue for many developing countries as theywork with the aid of the employment services, if
implement and adapt employment policies to required. On the other hand, introduction of a
changing economic situations is whether andscheme before the economy has the capacity to
when to introduce an unemployment benefit generate an adequate supply of new jobs on a
scheme. regular basis and when the labour market

institutions are not fully established means that
Unemployment protection can be provided in the system may become liable for cash payments
different ways. It is widely recognised that the for longer durations than estimated raising issues
requirements for establishing an effective of solvency and whether objectives can be
unemployment insurance scheme are difficult to achieved.
meet in the majority of lower-income developing
countries and that a more feasible strategy may béiii) Severance pay
to provide employment through labour-intensive
public works and similar projects. A key step Issues may arise when severance pay is
therefore is to define target groups and theprescribed under labour protection legislation.
appropriate methods of assisting them. PublicThis type of benefit may stipulate payments by
employers to workers who are declared redundant
(and possibly also on retirement) and may consist

8 Conclusions concerning social security in “Social Security A of entitlement to a certain number of weeks or
new consensus” ILO Geneva, 2001
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months pay per year of service within some . Reduce severance pay entitlements to some

limits. Employers may resist proposals for them extent or phase out altogether with the
to pay into unemployment insurance schemes as introduction of the unemployment insurance
well as to provide severance pay. Article 22 of scheme, and

Convention No. 168 provides for the coordination ,
of severance pay and unemployment insurance as
follows:

Adjust entitlements under unemployment
insurance to compensate for the
expenditures on severance pay.

Where protected persons have received directly
from their employer or from any other source . . .
under national laws and regulations or collective grao_lually and it _may well _be appropriate in
agreements, severance pay, the principal purposeoar.tICUIar cquntnes_ fo adjust the. existing
of which is to contribute towards compensating enntlemen_ts_m relat_lon to new benefits for_the
them for loss of earnings suffered in the event of>ame or S|m!lar contingency _aﬁgr careful FEVIeWs
full unemployment: and s_oual dialogue. T_he guidelines for thlsf type

of adjustment should include the preservation of
acquired rights to benefits and rights in the ceurs
of acquisition under the employment contracts
and legislation on labour protection and social

security.

National systems of social protection are built-up

e The unemployment benefit to which the
persons concerned would be entitled may be
suspended for a period corresponding to
that during which the severance pay
compensates for the loss of earnings

suffered: or 11.4.2 Conditions for the introduction of

limited unemployment insurance
*  The severance pay may be reduced by amyrotection

amount corresponding to the value

converted into a Ilump sum of the |5 the majority of developing countries the
unemployment benefit to which the personsparamount objective is to adapt and revitalise the
concerned are entiled for a period economy to raise the living standards of the
corresponding to that during which the popylation and improve employment generation.
severance pay compensates for the loss o\yhen expansion of the economy and
earnings suffered, as each member maydevelopment of the private sector gain more
decide. momentum and economic indictors show
consistent improvement, this situation may in due
This would mean that an employee who receivescourse warrant investments in employment
3 months severance pay could have the followingservices and labour market information as well as
adjustments in unemployment benefit: increases in vocational training programmes to
counter skills shortages that can slow progress in
« A delay of 3 months in entittement to economic development and employment
benefit or a reduction of 3 months in the generation. Such a range of developments could
duration provide a basis for considering the role that a
«  As above but on a partial basis such as gSuitable mo_dest unemployment insurance scheme
delay or reduction of 2 months in respect of could play in adapting labour supply to demand
the 3 months severance pay. and ma_lnt_a_lnlng progress in implementing decent
work priorities

Ve_ry little mforma_tlon IS available on the The analysis conducted by the ISSA Technical
adjustments made, if any, in some countries in the

il N der th w h h Commission on unemployment insurance and
entiiements under these two Schemes ( 0Weveremployment maintenance found that decisions to
the example of Mongolia is given in section 12.3

. : i > introduce unemployment benefit may be linked to
(iv) above), but it appears that in many countries

ioh ﬁ d by th improvements in a country’s income and to its
rights to severance pay are unaftected by t egeographic are¥. The latter refers particularly to
introduction of unemployment insurance. The

) : A : trends that occurred in Eastern Europe when
main alternative possibilities in regard to

. unemployment  insurance  schemes  were
severance pay and unemployment benefits are:

. Treat them as Separate and complementar % International evidence on unemployment corr_lpensation
. prevalence and costs” Wayne Vroman, Economist, Urban
benefits, Institute USA.
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introduced as a political imperative in some
countries to cope with the new phenomenon of
unemployment although all pre-requisites were
not necessarily met. Such trends can develop alsqQ
from the introduction of a number of national
schemes in a patrticular region, such as East Asia.
As regards higher per capita incomes, the study
found that the generally low income levels of the
newly independent countries after 1949
contributed to the generally slow pace of
adoptions of unemployment benefit schemes®
after that date. However, social and political
factors that vary in importance from country to
country may have considerable significance in the
decision-making process on this issue.

The low number of even short-term
unemployment insurance schemes in developing
countries is not surprising considering the
requirements for the introduction  of

Unemployment Protection: Principles

they are familiar since some may expect to
draw heavily on the scheme and others may
envisage never claiming,

A well-functioning national network of
employment service centres operating with
access to suitable vocational training
courses, and a system of active labour
market programmes that can be brought into
force when necessary; and

An efficient social insurance administration
with consistently low contribution arrears
and the capacities to gradually extend
coverage and to collaborate with
employment centres in the implementation
of unemployment insurance, the most
difficult to administer efficiently of all
social insurance schemes.

It is most advisable that social protection pokcie

unemployment insurance. Essential conditionsare developed in conjunction with labour and

include;:

employment polices and this applies particularly

strongly to the contingency of unemployment
« A sound or reasonably sound economic Which underlines the importance of close and

situation generating Consistently h|gher coordinated planning in this sector. In most

demands for labour and

improving developing countries there is a lack of a central o

affordability, as indicated by improved per coordinating body for the formulation of national

capita incomes
population,

. Support for the investment of public funds
in organizing the network of employment
centres and training schemes,

amongst the

insured social security policies and strategies through
extensive social dialogue, although it is of
paramount importance to establish clear priorities
for social security development in every country
considering the
administrative

limited
capacity.

contributory  and
National steering

* A wide consensus on the establishment of committees will therefore undertake this vital
the contributory unemployment insurance function when drawing-up national action plans

scheme, especially the essential sense offor the future development of social protection in
solidarity amongst the insured employees gach country

for a system of pooling risks in contrast to
defined contribution schemes with which
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Appendix to Chapter 11 — International Experience

Appendix 11A Unemployment Insurance Schemes in Sele  cted Asian Countries

Table 11.1  Unemployment insurance schemes in select  ed Asian countries
Country & date of law Contributions Qualifying T
Coverage of the scheme E Conditions
mployee Employer Government
CHINA 1986. Local government 1% gross 2% of gross | Support from | Minimum of 1 year insurance, involuntarily Local governments set rates at levels higher than
administered social insurance scheme earnings payroll municipal unemployed, local public assistance benefit but lower than the
government | not receiving OAP, registered and regularly local minimum wage. Payable for a maximum of 1
Employees of urban enterprises & budgets reporting at employment service agency and year for less than 5 years coverage, 1.5 years for
institutions & state- owned enterprises, actively seeking employment 5 to less than 10, and for 2 years maximum for10
regardless of location. Benefit may cease or be suspended for years or more
refusing suitable job offer
JAPAN 1975 Employment Insurance 0.75% of 1.05% of 25% (33.3% | 6 months insurance in last 12 months (or 1 Between 50 and 80% of claimant’s average daily
earnings: payroll; for daily year of insurance in last 2 years for part-time wage over last 6 months (higher % for lower paid)
Employees under age 65. Voluntary 0.80% for 1.15% for workers) of workers) Registered for employment, capable | or 45 to 80% if between 60 and 64.
coverage for firms with fewer than 5 agricultural, | agricultural, | benefit costs | of, and willing to work. Unemployment not due
regular workers in agricultural, fishing fishing , fishing , & and special to voluntarily leaving, serious misconduct, After a 7 day waiting period benefit is payable for
and forestry industries. Special schemes | forestry & forestry allowance refusal of job offer or non-attendance at between 90 and 150 days according to length of
for casual workers, seamen and civil construction | workers and 12.5% suitable training course (otherwise disqualified | coverage, age, reasons for unemployment and
servants. workers and 1.25% of costs of for from 1 to 3 months) job prospects. Additional 30 to 210 days possible
for new-born in case of unemployment due to an industry in
construction | child and recession, claimant is undergoing training or
workers older suffering from physical or mental iliness. Minimum
workers daily benefit is JPY 1,696 and maximum is JPY
allowances 7,935.
In addition the scheme pays older worker
allowance, new-born child allowance, family care
leave benefit and special daily or monthly
allowances.
REPULIC OF SOUTH KOREA 1993 0.45 % of Between At least 6 months coverage in last 18 months Benefit is equal to 50% of insured ‘s
implemented in 1995 annual 0.7and 1.3 Must be registered for employment, capable average daily earnings during the 3 months prior
wages % of of and available for employment. to unemployment and is payable after a 7 day
All employees below age 65. before tax annual Unemployment must not be due to labour waiting period for 90 days for those with between
payroll dispute, voluntary leaving, misconduct or 6 and 12 months coverage, for 240 days with
Voluntary coverage for agriculture, (depending refusal of suitable job offer more than 10 years coverage or aged 50 or over
forestry, fishing and hunting businesses on type of or is disabled
with fewer than 5 employees and small- business) Minimum rate is 90%of minimum daily wage and
scale construction projects (net costs maximum is KRW 35,000.
below KRW 20m) and domestic
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Country & date of law Contributions Qualifying Benefit Entitlement
Coverage of the scheme Conditions
Employee Employer Government
employees.
Exclusions: Persons newly employed
after age 60, casual workers employed
for less than 80 hours per month, family
labour and the self-employed.
Special schemes for civil servants,
private school employees, military &
employees of the special post office
MONGOLIA 1994 Implemented in 1995. | 0.5 % 0.5% Has paid 24 months contributions at least and | For up to 5 years insurance. benefit is 45 % of
contributed continuously for last 9 months average earnings over last 3 months subject to a
All employees. Self-employed may join before unemployment. Is capable of available | minimum of 75% of the minimum wage and
the main scheme voluntarily but not for for and is actively seeking work. payable for maximum of 76 working days
unemployment insurance. commencing on the day following the expiry of the
period of severance pay provided under the
Labour Law.
For from 5 -10 years insurance 50% is payable,
from 10 to 15 years the rate is 60%, and 70% for
15 years or more
THAILAND 1990 0.5 % of 0.5 % of 0.25% of 6 months contributions in last 15 months For involuntary unemployment, 50% is payable for
Implemented in 2004 gross monthly monthly before unemployment up to 180 days in a period of one year; for
wages payroll wages Registered for employment, ready and able to | voluntary unemployment benefit is 30% for up to
All employees aged 15-60. No voluntary accept a suitable job, unemployment not due 90 days during a period of one year.
coverage for the unemployment to dishonesty or a criminal offence against A 7 day waiting period applies to each claim
insurance scheme employer or neglecting duty for 7 consecutive
days or causing serious damage to the
workplace.
TURKEY 1999 Implemented in 2000 1% of 2% of 1% of 600 days of contributions in last 3 years Minimum monthly benefit is 50% of average
monthly monthly monthly before unemployment, including the last 120 earnings over last 4 months.
Employees aged 18 or more working earnings payroll earnings days before unemployment Duration is 180 days for workers with 600 days of

under a service contract in public or
private sector

Exclusions: civil servants, workers in
agriculture, forestry, domestic service ,
military service students and the self-
employed

contributions, for 240 days if 900 days paid, and
for 300 days if 1,080 or more days were paid .

Source: Main source “Social Security Programs Throughout the World: Asia and the Pacific, 2004, SSA USA.
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Appendix 11B — Unemployment insurance in Thailand

11B.1 Background

11B.1.3

Entitlement

The Social Security Act that was promulgated in The conditions to be satisfied are:

Thailand in 1990 provides for all 9 social security
contingencies but, unlike other branches of thee
scheme, no date was given for the introduction of
unemployment insurance. No particular priority
was accorded to it due to good economic,
development and some uncertainty about the role
and suitability of this type of social security.
Employees in both white and blue collar jobs °
were thrown out of work when the Asian
financial crisis occurred in 1997 and this changed«
the attitudes to unemployment benefits. ,
Discussions and planning exercises took place
and ILO provided technical assistance to the
Social Security Office (SSO) for the design and *
costing of a suitable unemployment insurance
scheme. However, the finalisation of the scheme
and a decision on its introduction took some time
as extensive social dialogue took place in the
course of which changes were made in the
standards of the scheme. It was finally introduced
with effect from January 2004.
The main provisions of the scheme are
summarised below.

11B.1.1 Coverage

The social security scheme covers all enterprises
with one or more workers on a compulsory basis.
The scheme does allow some voluntary coverage
but this does not apply to unemployment .
insurance.
11B.1.2 Financing

The total contribution is 1.25 per cent of insueabl
earnings. This is contributed through the system
of tripartite financing that is in force for other
branches of the scheme. For unemployment®
insurance the shares of contributions are ase
follows:

. Employers and employees each pay 0.5 per,
cent of insurable earnings with a ceiling of
THB 15,000 per month

e The government pays 0.25 per cent of

At least 6 contributions were paid within a
period of 15 months before the
commencement of unemployment,

Registered with the employment office for
further employment,

Being able to work and being ready to take a
suitable job if offered,

No objection to job training,

Must attend at the employment office as
frequently as necessary,

Unemployment is not caused by,

o performing duties dishonestly,

0 intentionally committing a criminal
offence against the employer,

0 intentionally causing damage to the
employer,

0 seriously violating work regulations or
rules or lawful order of the employer,

0 neglecting duty for 7 consecutive days
without reasonable cause,

0 causing serious damage to the employer
as the result of negligence, and

0 being imprisoned by a final decision
except for an offence which has been
committed by negligence or is a petty
offence.

Not being entitled to old-age benefits, and

Not a voluntarily insured person under
article 39 of the Act.

Provided that the above conditions are satisfied,
entitlement is from the eighth day from the last
day of employment and comprises:

Employment services,
Job training,

For persons who were laid off, cash benefits
of 50 per cent of average insurable earnings
for up to 180 days in a period of one year, or

For persons who resigned from their jobs 30
per cent of average insurable earnings for up
to 90 days in one year.

insurable earnings on the same basis asthe inclusion of voluntary unemployment is

employers and employees
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controversial and was introduced at a late stage
after a period of negotiation amongst the
stakeholders. The contention of the trade
unionists was that in some instances workers
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were left unpaid and found themselves with no e Higher unemployment,
option but to leave for other jobs after lodging ,
complaints with the labour office. This could be
due to serious financial problems, or the collapse®
of the enterprise, but in some instances such
employers were seeking to avoid liabilities for

More persons qualifying, and

Wider dissemination of information about
the scheme amongst the workforce.

severance pay which is payable to workers11B.1.5 Procedure
declared redundant and not those who resign
from the their jobs. The SSO administers the scheme in collaboration

with the Department of Employment which

The final agreement was to include voluntary operates a network of Government Employment
leaving provided that the unemployment Offices. Vocational Training Programmes are
insurance benefit is only 30 per cent of insurableorganised by the Department of Skills
earnings and is payable for a maximum of 90 Development

days. The importance of the provisions on

voluntary leaving is shown by the fact this is by When a worker leaves employment the employer
far the largest category in the claims statistics i submits a form to the local SSO office giving the
Table 12.2 below. Another method of covering date of separation and the reason for the
such situations followed in some other schemes igermination of the employment. The worker
by inclusion of the condition that whilst voluntary should report to the Government Employment
unemployment may be excluded the unemployedOffice (GEO) to register for re-employment as
may be able to claim on the grounds that the first step. If there is no immediate prospéct o
resignation was justified byood cause This  re-employment during the 7 days waiting period
contention may be submitted to an arbitration the worker completes a SSO form at the GEO to

court or labour committee for a ruling. claim unemployment benefit. This information is
passed to SSO so that the entitlement issues can

11B.1.4 Claims  experience and be addressed in the interim period before payment

procedure is due at the end of the month. The GEO will first

interview the claimant on his/her efforts to find
Data on unemployment insurance claims to work and if it certifies that the worker is eligil
unemployment benefit over the period from July SSO checks the insurance conditions, determines

2004 to June 2005 are given in Table 12.2. average earnings and proceeds to make a payment
to the claimant’s bank account for the number of
Table 11.2  Claims Data July 2004 to benefit days.
June2005
(Costs in millions of THB) This procedure is of the one-stop type to assest th
July- January - June unemployed, ensure that the emphasis is on re-
December 2005 TOTALS | t d id SSO offi
Cetpaa 2004 employment and avoids pressures on offices
Cost from claimants who want cash payments, which
No. Costs No. Costs No. .
s was the practice of many persons before the
Lay-off 5432 | 73.07 | 9,499 | 216.27 | 14,931 [289.34 launching of unemployment insurance and
Voluntary | 8,102 | 73.32 | 12,546 | 36.42 | 20,648 |109.74 o .
insistence on provision of bank account numbers.
Bnd of | 5188 | 825| 733| 904| 2921 | 17.29 : : -
Contract ’ : : ’ : The SSO is able to monitor any other benefit
Totals 5722 | 154.64 | 22,778 | 261.73 | 38,500 | 116.37 claims that could be made such as to sickness or

Source: SSO Thailand

maternity benefits which would conflict with the
unemployment insurance claim that the person is

The most notable feature is that 53.63 per cent of2vailable for and capable for work. Subsequent

claims were on the basis of voluntary leavin
whilst redundancies accounted for 38.78 per cen
of benefits
expenditures was on lay-offs due to the higher
benefit entittement for this category. Another
feature was the increase in claims from 15,722 in
the first 6 months to 22,788 in the second perio
of 6 months in 2005. This may be due to a

however,

almost

70 per

combination of factors such as:

cent
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9 payments are made at monthly intervals on the
't.basis of GEO rulings that the claimants meet all

of the labour market conditions. Benefit payments
cease on re-employment, completion of the
maximum duration, or a finding that the claimant
does not satisfy the conditions imposed at the

dCEO regarding willingness to take up work or

training proposed by the GEO.
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11B.1.6 Financing 11B.1.7 Final comments

Over the period from January 2004 to June 2005In June 2005 the Thai Government announced
the total contribution income of the some measures to conserve energy in view of the
unemployment insurance Fund was THB impact of the high oil prices. It is possible that
10,753.98 million. The main expenditure was some economic contraction may occur and that
THB 416.37 million on benefits, as noted above. the role of the unemployment insurance scheme
may come more sharply into focus. The initial
experience may have allayed concerns about the
viability of an unemployment insurance scheme
but careful monitoring and evaluation will be
necessary during different economic situations so
that the scheme can be adapted as necessary to
economic and labour market requirements.
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Appendix 11C Barbados unemployment benefits scheme

11C.1 Background
The following chart shows how the Barbados
Within CARICOM, Barbados, which has a national unemployment rate (top curve on the
population of 267,000, is the only country that chart) changed between 1990 and 2001, how the
has an unemployment insurance programme. Thisinemployment insurance contribution rate has
scheme is administered by the National Insurancebeen adjusted and the actual level of benefit
Board (NIB) and has been in existence since Julyexpenditure. During a recession in the early
1981. The NIB also provides pensions, and 1990's unemployment reached almost 25 per
benefits for sickness, maternity and employmentcent. In response, the combined contribution rate
injury. The total contribution rate is 14.39 per (centre curve on the chart) was increased to 5.5
cent which is distributed into the separate fundsper cent and benefit expenditure (bottom curve on
for each branch of the scheme. chart) approached 3 per cent of insurable wages.
With benefit expenditure of less than 1.38 per
The initial contribution rate for unemployment cent since 1993, there have been two rate
insurance was set at 2 per cent and shared equallgeductions and presently the unemployment
by the employer and employee. Since then thisinsurance contribution rate stands at 1.5 per cent
rate has been adjusted 6 times but the 50/5(mf insurable earnings. Since 1995 benefit
relationship between employer and employee hasxpenditure has increased gradually, surpassing
remain unchanged. There have also been severahcome in 2000 and 2001. However, large annual
changes to the benefit rate and maximumsurpluses in prior years have resulted in the
duration. In 1981, benefits were 40 per cent of unemployment fund being very well funded, with
average insurable wages for a maximum of 13reserves now of 3.5 times annual expenditure.
weeks. Today, 60 per cent of average insurable
earnings is payable for up to 26 weeks. TheFigure 11.1 Barbados unemployment,
following two tables show the main changes contribution & benefit expenditure rates,
made to benefit provisions and the contribution 1990 to 2001
rate since 1981.

. . 124 %
Table 11.3  Major changes to benefit
provisions @
I + 2%
S Pt °
h of < T
Month o A A . b g
Change Benefit Rate & Maximum Duration = 1 19% =
() ()
July 1981 40% of AWIE for up to 13 weeks E SZay E
(=]
April 1984 [ 50% of AWIE for up to 13 weeks ‘g T 1(%%
June 1985| 60% of AWIE for up to 26 weeks S &Y 2
a7 % >
October 1991| 60% of AWIE for first 10 weeks + 40% o = 7970
AWIE for next 16 weeks 5
June 1996| 60% of AWIE for up to 26 weeks ©
1%
AWIE — Average Weekly Insurable Earnings 190 192 194 199 198 20
Table 11.4  Changes to contribution -u— Qutribution Rete —— Berets —— Uenploynat rte
rate
Month of Chanae Combined The Barbados experience confirms that
9 Contribution Rate unemployment expenditure tends to be cyclical
July 1981 2.0% and more volatile than the traditional short-term
May 1987 1.0% social security benefits. As a result, authorities
October 1991 2 75% there have responded on several occasions by
changing the contribution rate when necessary.
December 1991 5.5%
January 1994 3.0% ..
Y ° Some characteristics of the Barbados
September 1998 1.5%

unemployment insurance scheme are:
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The unemployment benefits fund is separate
from the national insurance fund

employed persons do not contribute and are
thus not covered.

The employer and the employee share
contributions equally.

The contribution wage ceiling is the same as
for other national insurance benefits.

To qualify, claimants must have been
insured for at least 52 weeks, and

0 Have 20 weeks weekly contributions in
the three consecutive quarters ending
with the 2nd quarter preceding
unemployment.

o] Seven weekly contributions in the 2nd

quarter preceding the one in which
unemployment began.
Benefits are 60 per cent of average weekly
insurable earnings.

Benefits are payable for a maximum of 26
weeks in any continuous period of
unemployment, or for an aggregate of 26
weeks in the 52 weeks preceding.

If the entitlement to benefit is exhausted, a

new unemployment benefit may not be 1

payable until the expiration of 52
contribution weeks from the last week in
which benefit was paid.

The first 3 days of a period of
unemployment are treated as a waiting
period. If however, unemployment lasts at
least 3 weeks, benefit is payable from the
first day.

Table 11.5  Highlights of recent
unemployment benefit scheme
experience

Scheme Element 2001 2000 1999

Unemployment rate 10.4% 9.3% 9.9%

Contribution Rate 1.5% 1.5% 1.5%

Expenditure as a % of

0,
Ins Wages 1.94%

1.55% 1.49%

Average Duration

(benefit days) 69

67 68

# Claims Approved 15,946 | 10,533 | 10,570

# Claims per thousand

contributors 162

109 106
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Permanent government employees and self-

11C.2 Severance payments scheme

Whilst many countries enact legislation on
entittement to severance pay when workers are
retrenched, it is sometimes difficult for
enterprises that have run into difficulties to pay
all entitlements. In addition, there are problerhs o
compliance with some types of employers who
try to evade such financial commitments.
Barbados has established a Severance Payments
Scheme that ensures that workers are paid either
by their employers or by the Severance Fund on
behalf of the employer. Employers pay 1 per cent
of insurable earnings into the Fund. Entitlement
to severance pay requires completion of 104
continuous weeks of employment with the same
employer. Benefits are:

2.5 weeks of basic pay for each year worked
up to 10 years,

3.0 weeks of basic pay for each year worked
between 10 and 20 years, and

3.5 weeks of basic pay for each year worked
between 20 and 33 years.

Under the scheme,

Employers pay severance pay to their
employees and are entitled to a 25 per cent
refund from the fund, and

If employers refuse or cannot make these
payments to their employees the fund pays
the employee and claims from the employer.

11C.3 Unemployment insurance in the
Republic of South Korea

11C.3.1 Overview of the
employment insurance system

Although the Republic of South Korea began to
develop social security protection only in the
1970s it rapidly extended the scope of coverage
of contingencies and persons, notably in respect
of health care and old-age protection. A lower
priority was given to unemployment protection
due to low levels of unemployment and
disagreements over the need for an
unemployment insurance scheme. It was realised
that active labour market policies were essential
and a comprehensive system was developed over
the long-term called employment insurance
comprising unemployment insurance, job training
and employment maintenance and promotion
subsidies This is coordinated with other elements
of the safety-net system including:
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e The livelihood protection programme for the 11C.3.4 Benefits
poor,
« A life stabilisation fund for the unemployed Eligibility for benefits depends on the normal
whose assets fall below a specific level, and labour marke'g condltlons_ and that contrlbu_tlons
] have been paid for a minimum of 6 months in the
* A public works programme for the 18 months prior to the unemployment. The
unemployed and spouses of low-wage penefit rate is 50 per cent of the worker's

workers. earnings in the month prior to the job loss. The
minimum benefit is 70 per cent of the minimum

11C.3.2 Coverage of unemployment wage. The duration is related to the length of

insurance insurance and to factors such as age and

disabilities which provide in broad terms an
The unemployment insurance scheme, which wasindication of the difficulties of obtaining re-
launched in 1995, initially covered enterprises employment. The maximum benefit periods (in
with 30 or more employees and excluded months) are as follows:
important categories of workers especially part-
timers and daily paid workers employed for less Table 11.6 ~ Maximum benefits period
than 30.8 hours per week. Coverage was rapidlyRepublic of Korea scheme
extended under the impact of the Asian financial

crisis which severely affected the country, Length of insurance (years)

Unemployment reached unprecedented levels af 1-3 3-5 5-10 Over 10
. . years years years years

affected sections of the labour force preVIOUSI) Insured under 3 months 4 months 5 months 6 months

accustomed to secure employment. Theage 30
unemployment insurance scheme was extend‘:(ﬂ\ged 30 to 50 4 months 5 months 6 months 7 months
stage by stage until by October 1998 enterprisasaecos o | oo | ° MM | 7 monte | 8 months
with 1 or more workers were included. Finally,| disabilities
from July 1999 part-time and daily paid workers
employed for a month or more were brought into As an incentive for persons to find jobs quickly,
the scheme. This expansion programme wasthose job-seekers who find a job within half of
coordinated with the progressive extension of the maximum duration for their age group and
active labour market measures, such as subsidiesircumstances, receive a lump-sum payment of
for vocational training programmes, to smaller one-third of the remaining amount of
firms until they applied to those with 1 or more unemployment benefit.

worker from October 1998. In addition small

businesses with less than 5 workers in agriculture In addition to the cash benefits health insurance
hunting and fishing are allowed to join continues to be available for up to 12 months

voluntarily provided that the laid-off worker pays his or her
share of the contribution, in which case the health
11C.3.3 Sources of funds insurance society concerned has to pay the

employers share. Further coverage depends upon
The scheme was originally financed by the worker paying contributions to certain
contributions of 0.6 per cent of the payroll shared subsidised health insurance societies.
equally by employers and workers and the total
contribution for the entire system including 11C.3.5 Issues
labour market measures such as training was
fixed at 1.5 per cent. From March 1998 the total During one review of the scheme it was found
contribution was increased to 3 per cent of that the average numbers of unemployed persons
payroll. Each element in the system has its ownwas about 1.4 million persons of whom only
premium rate. The current contribution rates areabout 0.8 million persons or 56 per cent received
0.5 per cent for workers and between 0.9 and 1.5any form of support as follows:
per cent for employers according to the variations
they pay for the training programmes related toe 0.15 million from unemployment insurance,

size of enterprises. «  0.30 million from public works projects, and

. 0.35 million from the Livelihood Protection
Scheme for the poor.
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The coordination of these programmes is these workers which hamper efforts of inspectors
therefore an essential condition for strengtheningto detect irregularities. Welfare measures have
the protection provided to vulnerable groups. been augmented to meet needs of the low-income
Priority is given to the expansion of coverage, but persons who fail to qualify for unemployment
one of the major concerns is the extent of non-insurance benefits.

compliance especially amongst the smaller

enterprises and in respect of daily paid workers.The scheme maintains regular analyses of claims
In the Korean labour market employees areand has identified both long-term unemployment
classified as regular, temporary and daily and recurrent unemployment as serious problems.
employees. Temporary employees may be onThe latter is concentrated amongst the non-
fixed or indefinite terms and are used by regular workers and underlines the problem that it
enterprises to regulate numbers on the payroll ass precisely the most difficult to cover groups
they can be readily dismissed and without which are the most vulnerable to the risk of
severance pay. Daily paid workers are employedunemployment. Extension of coverage and
for fixed periods and automatically cease to be onstrengthening of enforcement are therefore
the payroll. Certain types of employers tend notimportant elements in strategies for further
to declare these two types of employees for socialdevelopment of unemployment insurance in the
security purposes. The main weakness is the laclcountry.

of adequate rules on employer record-keeping for
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Chapter 12 Unemployment Protection in Kiribati

12.1  Introduction developing countries this has not eventuated with
most economic growth being associated with low
A tripartite stakeholder workshop was conductedemployment. This together with low economic
in Tarawa from 13-19 May 2005 to respond to agrowth has been insufficient to absorb the new
request made by the government for ILO entrants into the workforce resulting in pressure
technical assistance in the field of workers’ being placed on the informal economy which
compensation insurance and unemploymentontinues to absorb the bulk of the new entrants
insurance which had been rated as the top prioritynto the workforce.
social security needs in the formal employment
sector survey conducted earlier by the project.  Whilst job creation is one of the surest ways to
increase resilience of the population against
The principal objective of this study was to assistpoverty, there needs to be solr@ance between
the government and key stakeholders todevelopment and social securityhich is the
understand the issues relating to unemploymentther means of increasing resilience against
insurance schemes and to assess the feasibility poverty. Social insurance by way of the savings
introducing a scheme in Kiribati. invested in the funds can moderate fluctuations in
the economy and the effects of economic
downturns can be minimised by social security
12.2 Initial observations on social payments from the funds. This tends to sustain
protection in Kiribati individual domestic purchasing power which can
support the local economy. Social security
The social security gapsin Kiribati are payments can also defer the time at which
substantial with the formal economy workers households begin to divest themselves of assets,
protected against some loss of income due to agepostly at considerable loss, in order to sustain
death and disability through the provisions of thethemselves in times of loss of income.
KPF and the universal old-age allowance. Basic
health cover is provided by the government with12.3 Provision of information on
a moderate charge levied on hospital care andnemployment insurance
whilst workers’ compensation is compulsory, the
degree of compliance is poor due to theWhen the National Steering Committee (NSC)
fragmentation and lack of coordinated for the project and other key stakeholders have
management information available about thereceived the full range of advice, assistance and
system. Apart from micro schemes through theinformation on all social security branches and
village bank and union schemes the majority ofthe principal issues arising, including cross-
the population have no social security coverageutting gender issues, the process of formulating
and workers in the formal economy have accesand implementing National Action Plans can be
only to selected programs. Limited coverage forfinalised . In respect to unemployment protection
loss of income from sickness, unemployment,an overview and principles paper was produced
maternity, invalidity and for survivors is and distributed to each of the participating
unavailable to almost all of the population. Only countries as the main source of information on
some of the population have access to retirementhis subject. On the occasion of the workshop in
invalidity or death benefits. Social assistance andiribati, the stakeholders had recently
welfare payments only provided only by NGO'’s patrticipated in a project national workshop on the
and donor agencies. development of social security in Kiribati and
were aware of the interest shown in some form of
There isno central or coordinating agencito  unemployment coverage as expressed through
promote policy development and provision of surveys. The Ministry of Labour and Human
social services. Development and job creation ar&kesources Development had requested
the government's main priorities with the information on unemployment insurance and this
majority of the population expected to benefit subject was included in a short session at the
from the trickle down effect from the jobs created national workshop that is described below.
by the development programs. As in many other
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The presentation was made on a Discussion Papdihe main groups covered are private and public
entitted Unemployment Insurance-Concepts, sector employees who are already contributing to
Some Design Considerations and Experiences ahe social security system. In principle, the
Selected Countriewhich is included in chapters coverage in the Kiribati and other Pacific Island
11 and 12 of this sourcebook. The paper focussedountries would be the same as the NPF apart
mainly on the relatively low-cost short-term Ul from any self-employed and voluntary members.
schemes of interest to developing countries ratheHowever, not all of the types of workers who
than the more complex and comprehensivehave insecure employment may be covered and
schemes established in industrialised countriesthis is an issue in many countries aiming to
The structure of the presentation followed theexpand coverage as widely as possible.
sequence of the paper
Few developing countries have established the
institutional framework of employment services
with networks of offices equipped with labour
market information and qualified staff and a
system of vocational training programmes which
would facilitate  the introduction of
unemployment insurance. This has the smallest
number of schemes worldwide of any branch
(68), and some developing countries had adopted
the strategy of targeting the poorer categories of
unemployed and under-employed workers
through public works and similar projects for
infrastructural development often scheduled for
The structure of the presentation followed thethe off-season in rural areas.
sequence section 12.4 of this Chapter entitled
Main Concepts and Principles of unemploymentWhere the economy suffers a downturn leading to
insurance The sequence of the discussion was: extensive lay-offs, unemployment insurance
schemes may help to smooth consumption

12.1.1 Agenda and proceedings
The workshop agenda was as follows:

1. Overview of workers’ compensation
Insurance,

2. Strengthening of workers’ compensation
Insurance in the Kiribati, and

3. Unemployment protection.

12.2.2 Unemployment protection

1. Main concepts and structural features, through the payment of unemployment benefits
2. Objectives of unemployment insurance which strengthen the economy by maintaining
schemes, adequate levels of consumer demand during
3 Designing a scheme, periods of economic difficulties. This temporary
4  Organisation and administration, maintenance of spending power may help in
3. Experiences of Barbados, delaying, minimising or preventing a downward
4. Experiences of South Korea, and spiral of further economic decline with the
5. Conclusions. inevitable  further result of additional

unemployment and consequential reductions in
The discussion in this chapter focuses mainly orconsumer demand.
the relatively low-cost short-term unemployment
insurance schemes of interest to developingAs regards unemployment insurance the essential
countries rather than the more complex andpoints were that:
comprehensive schemes established in
industrialised countries. The main objective ofe
such unemployment insurance schemes is to

The prescribed rate in the social security
(Minimum Standards) Convention N0.102 is

provide financial support to insured workers who

have become involuntarily unemployed, register

for work and are available for, capable of and

actually seeking work so that they can take time

to find decent work, if necessary with the help of

the employment services and training schemes.
This means that the scope does not include new
entrants into the labour market, the voluntarily

unemployed, the persons laid off who wish to

take a break or stay at home for family reasons,
and persons who are sick or going on maternity
leave and are therefore not capable of work.
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45 per cent of previous earnings and 50 per
cent in the Employment Promotion and
Protection Against Unemployment
Convention, 1988 No. 168) and some of the
newer schemes in developing countries paid
these or similar amounts for periods of from
13 to 26 weeks in a period of one year or so
and were financed by means of joint
employer-employee contributions, usually
in the range of from 1.5 to 3 per cent of
insurable earnings,
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. Unemployment insurance schemes mayrelation to changing demands for benefits. The
require only a recent number of paid scheme had adjusted and currently charged a total
contributions such as 6 months out of theof 1.5 per cent of earnings which was shared
last 12 months or both this type of condition equally by employers and workers.
and an overall requirement that the insured
person has paid a minimum of 12 monthly Another example is provided by the Republic of
contributions  together  with  his/her South Korea which had launched a more
employer, elaborate and ambitious Employment Insurance

«  Administration of unemployment insurance Scheme (EIS) in 1995.The structure includes an
is a demanding task because of the need t@mployment stabilising programme and a job
apply both insurance and labour marketskill development programme in addition to the
conditions requiring close coordination system of cash benefits. The EIS scheme aims to
between the social security and employmentoromote employment through subsides and active
offices, labour market policies maintain living standards

. Whilst the social security organisation is of job-seekers through cash benefits and provide

responsible for the scheme and its finances?ki”s training where needed to increase prospects
the employment service offices have theof ere-employment. Employees pay 0.5 per cent
task of organising job search activities andOf insurable earnings and employers from 0.9 to

certifying at regular intervals that claimants 1.5 per cent according to their contributions for
meet the conditions of being available for, vocational training. The benefit rate is 50 pertcen

capable of and actually seeking work in Of insurable earnings and duration is related to
order for benefit payments to be made, and factors considered as indicating the likelihood of
. In general, the job search requirements hade-employment. The maximum benefit periods in
been intensified in a number of countries asmonthsare as follows:
a condition for entitlement to cash benefits.
) Table 12.1 Republic of Korea
There were therefore important pre-requisites inineémployment insurance scheme —
establishing the unemployment insurance systemfnaximum benefits period
and where unemployment insurance schemes are :
introduced prematurely, such as prior ———rendih ot oyrance byeers) ___
economic expansion, progress with employme sured under | 3months | 4months | 5months | 6 months
policies, and the development of properly age30years
functioning networks of employment service ;‘g;‘i 301050 | 4months | Smonths | 6months | 7 months
offices, and vocational training programmes, th YOver 50 years | 5months | 6months | 7months | 8 months
function more as unemployment assistanges persons with
schemes and the issue is whether the resouredbites
would be more effectively used in public works

and similar projects

The Korean scheme has been rapidly expanded
but even so it is also coordinated with assistance

The paper summarises the experiences ofchemes and public works projects to ensure that

Barbados and the Republic of South Korea ad!l types of unemployed persons are protected.

examples of unemployment insurance E schemes _ _
illustrating different approaches. Barbados with al2-2-3 Discussion of Issues.
population of 267,000 introduced unemployment . i . i
insurance in 1981 and it was noteworthy that thel N€ participants discussed the following issues in
scheme had gradually increased benefitd"OUP SESSIONS.

entitlements from the initial 40 per cent payable
for up to 13 weeks to 60 per cent for a maximum=:
of 26 weeks in any continuous period of
unemployment or for an aggregate of 26 weeks in
the 52 weeks preceding. In other words, the
merits of starting cautiously and building-up on
the basis of experience had been recognised. The
volatile nature of this branch of social securgy i
borne out by the fact the contribution rate had
been revised 5 times between 1981 and 1998 in

What  priority _should a  short-term
unemployment _insurance scheme have
compared with other needs for social
security development, such as workers’
compensation and health insurance ?

Pooling risks in a social insurance fund is a
new concept in the Solomon Islands since
workers are used to individual accounts.
Would it be acceptable if some persons
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drew heavily from the unemployment needed to support the process for a limited period
insurance Fund and others never claimed?nly. It was evident that the workshop served the
In other words, is there a strong sense ofpurpose of providing initial information and
solidarity amongst insured employees? documentation on a subject that will call for
further study in future.

3. In the Solomon Islands, what main
preparatory steps would be needed for thel2.2.4 Concluding remarks on
introduction of unemployment insurance? unemployment protection

4.  Would it be possible for an unemployment (i) Policies and strategies on employment
insurance scheme to detect claimants who generation
have undeclared earnings whilst drawing

benefit? Kiribati faces considerable challenges to generate
sufficient new jobs for the annual influx of new
5.  On benefit entitlement, labour market entrants and this remains the major

(@) Should the rate remain the sameproblem with the extent of youth unemployment a
throughout the period of the claim or particular concern.
decrease after 3 months for example,
50 per cent for months 1 to 3 and 40 Against this exceptionally difficult background,
per cent for the next 3 months? the NAPDW addresses the decent work
challenges that confront the country in the key
(b) Should claimants be encouraged toarea of employment. Lack of data is one of the
find jobs quickly? For example, if consequences of the disruption affecting public
he/she is re-employed after 2 monthsadministration in respect of employment surveys
or less, the fund could pay half which were suspended several years ago. The
month’s benefit or a fixed amount as a available data pinpoints the extent of youth
bonus. Is this a good idea or not? unemployment and underemployment throughout
the informal subsistence economy.
The response of the groups to the new topic was
encouraging as they again engaged in extensivEhe main objective of such unemployment
discussions and were ready to question andnsurance schemes is to provide financial support
debate points made by other groups. Thisto insured workers who have become
accelerated the learning process in this new field.involuntarily unemployed, register for work and
are available for, capable of and actually seeking
There were some comments in favour ofwork so that they can take time to find decent
introducing unemployment insurance as longwork ,if necessary  with the help of the
overdue and urgently needed, especially byemployment services and training schemes. Few
workers in insecure employment, when foreigndeveloping countries had introduced
companies set up enterprises that closed downonemployment insurance, which had the smallest
whenever business conditions changed for thewumber of schemes worldwide of any branch
worse. Solidarity was recognized as essential fo(68), and some had adopted the strategy of
the working of this type of social security targeting the poorer categories of unemployed
protection. As regards the problem of detectingand under-employed workers through public
persons abusing the scheme, some participantsorks and similar projects for infrastructural
stated that local knowledge of each individual's development often scheduled for the off-season in
activities and careful checking of reports of newrural areas.
enrolments by employers could be quite effective
controls. Some groups referred to a wide range of he essential points were that:
preparations that would be needed including
research into types and duration of * The prescribed rate in the Social Security

unemployment in various sectors and that some (Minimum  Standards)  Convention
public inputs through seminars would contribute No.102 is 45 per cent of previous
to the planning of an appropriate scheme. earnings and 50 per cent in the
Employment Promotion and Protection
Discussion on these questions helped to increase Against  Unemployment Convention,
the understanding of the concepts and of the 1988 No0.168) and the newer schemes in

emphasis on re-employment with cash benefits
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developing countries paid these or similar 1. In Kiribati, what main preparatory steps

amounts for periods of from 13 to 26 would be needed for the introduction of

weeks in a period of one year or so and unemployment insurance?

were financed by means of joint 2. It was clear that comprehensive preparations

employer-employee contributions usually would be needed in such respects as the

in the range of from 1.5 to 3 per cent of establishment of well-organised employment

insurable earnings service offices and vocational training
* administration of unemployment programmes which call for significant

insurance is a demanding task because of  investment of public funds.

the need to apply both insurance and

labour market conditions requiring close 3. Would it be possible for a unemployment

coordination between the social security insurance scheme to detect claimants who

and employment offices, and have undeclared earnings whilst drawing
+ there were therefore important pre- benefit?

requisites in establishing the

unemployment insurance system andThe general view was that this could not be
where unemployment insurance schemegprevented where unemployed persons had ready
are introduced prematurely, such as prioraccess to informal sector earning opportunities.

to economic expansion and progress with _ _

employment policies and the 5. On benefit entitlement,

development of properly functioning (&) Should the rate remain the same throughout

networks of employment service offices the period of the claim or decrease after 3
and vocational training programmes, months- for example, 50 per cent for months
they function more as unemployment 1 to 3 and 40 per cent for the next 3 months?

assistance schemes and the issue is
whether the resources would be more (b) Should claimants be encouraged to find jobs
effectively used in public works and quickly? For example, if he/she is re-
similar projects employed after 2 months or less the Fund
could pay half a month’s benefit or a fixed
The experiences of Barbados underlined the amount as a bonus. Is this a good idea or
volatile nature of this branch of social security a not?
the contribution rate had been revised 5 times
between 1981 and 1998 in relation to changingPiscussion on these questions was confined to
demands for benefits. The scheme had adjusteth); some persons favoured the principle of
and currently charged a total of 1.5 per cent ofreducing benefit as a means of encouraging
earnings, it was noteworthy that the scheme haglaimants to find work quickly.
gradually increased benefit entitlements from the
initial 40 per cent payable for up to 13 weeks tolt was felt that the workshop served the purpose
60 per cent for a maximum of 26 weeks in anyof  providing initial  information  and
continuous period of unemployment or for an documentation on a subject that will call for
aggregate of 26 weeks in the 52 weeks precedingfurther study in future.

Although it was difficult to establish a common (i) ~ Conditions for the introduction of
view on this concept precisely because of lack of limited unemployment insurance protection
experience of it amongst the participants, one
pointed out that the Special Death Benefit underThe strong focus on developing the economy and
KPF had been discontinued because of th&reating employment is consistent with the
unwillingness of some members to pool approach advocated in the Resolution and
contributions for this contingency. Since in Conclusions concerning social security which
numerous countries Ul was introduced only afterwere adopted at the International Labour
other branches, such as social health insuranc&onference in 200 or persons of working age,
this issue could be resolved prior to the futurethe best way to provide a secure income is
date when a sound basis exists for thethrough decent work. Where it is not deemed
introduction of this scheme. feasible to establish a system of unemployment
benefits, efforts should be made to provide
employment in labour-intensive public works and
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other projects as is successfully done in a number  difficult to administer efficiently of all
of developing countries. social insurance schemes.

In other words, unemployment protection can bel2.4 Main concepts and principles of
provided in different ways. One of the main unemployment insurance
reasons for the relatively low number of
unemployment insurance schemes is that thd2.4.1 Concepts and structural features
requirements for establishing an effective
unemployment insurance scheme are difficult toThe purpose of this section is to elucidate the
meet in the majority of lower-income developing main concepts and principles of unemployment
countries and that a more feasible strategy may bmsurance from the point of view of Pacific Island
to provide employment through labour-intensive developing countries.
public works and similar projects that can be
targeted at lower-income groups in urban andThere are approximately 68 social security
rural areas. schemes of various types for the contingency of
unemployment amongst 175 countries with one
The low number of even short-term or more social security programmes. This is the
unemployment insurance schemes in developindgowest number of schemes per social insurance
countries is not surprising considering thebranch and contrasts with over 170 countries with
requirements  for the introduction of old-age protection schemes and about 175
unemployment insurance. For the introduction ofoperating employment injury or workers’
a modest unemployment insurance schemegompensation schemes. This underlines the fact
essential conditions that when met increase théhat the unemployment insurance schemes are
feasibility of a scheme, if this becomes a futurepredominantly in industrialised countries and
priority in coordinated planning of social security some transition economies and are only slowly
development, include: being introduced in middle-income developing
countries.

1 A sound or reasonably sound economic
situation generating consistently higher
demands for labour and improving
affordability, as indicated by improved per
capita incomes amongst the insured
population,

One of the main means of combating
unemployment and under-employment in
developing countries is through the organisation
of public works projects for infrastructural
development such as feeder roads and irrigation
. . . systems in rural areas. Such strategies have
2 Wide support for the investment of public helped to alleviate poverty and hardship amongst

funds in organizing the network of low-skilled workers especially on a seasonal basis
employment centres and training schemes P Y

and establishing the contributory in rural areas. The introduction of unemplc_)yment

unemployment insurance scheme, especial&nsuran?e schemes' would target different

the essential sense of solidarity amongst thé:ategorles_ of worker_s n the forr_nal sector who are
insured employees for a system of poolingable.to build up sufﬂment contribution records to
risks in contrast to defined contribution quallfy for cash. ben_eflts and ShOU|d. have no
schemes with which they are familiar since'mp_aCt on continuation of the public works
some may expect to draw heavily on theprOJeCtS'
scheme and others may envisage neve
claiming,

3 A well-functioning national
employment service centres operating with
access to suitable vocational training
courses, and a system of active labou
market policies that can be brought into
force when necessary; and

The basic concept in the Social Security
(Minimum Standards) Convention (No. 102 of
network - of 1952) is of suspension of earnings due to inability
to obtain suitable employment in the case of a
person who is available for and capable of work.
A further requirement that the applicant should be
actually seeking workis contained in the
- : : .- . Employment Promotion and Protection Against
4  An efficient social security administration Unemployment Convention (No.168 of 1988).

with consistently low contribution arrears The nature of unemployment insurance schemes
and the capacities to collaborate with . pioy

employment centres in the implementation'rfe ;?Sgg‘:ted tr?gt thfjﬁiciggpd'tlﬁﬂib:gd tgfe
of unemployment insurance, the most 9
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contributions have been paid to qualify for employment provide scope for some claimants to

benefits. obtain earnings without declaring them when
drawing unemployment benefits.
Clearly, the target group consists of persons: The income protection afforded in the form of

unemployment benefit to qualified workers

e Recently in insurable employment and who allows them some time to search for similar jobs,
have paid sufficient contributions to qualify and, if necessary, to upgrade skills through

for unemployment insurance, training courses, in order to maintain their

«  Who have been retrenched incomes and membership of social insurance
’ schemes, instead of opting for the first job

* Areready and able to return to work, and  gyailable in the informal sector. However, a
*  Are actually seeking work. careful balance has to be struck between
providing adequate subsistence levels of benefit

The scope does not include new entrants into th@nd avoiding reductions in incentives to return to
labour market, the V0|untari|y unemp|0yed, work as soon as suitable jObS are available. The
persons laid off who wish to take a break or stayate stipulated in Convention No.102 is 45 per
at home for family reasons, and persons who aréent of average earnings for a man with a wife

sick or going on maternity leave and are thereforéand 2 children, whilst Convention No.168
not capable of work. prescribes 50 per cent for the beneficiary alone.

A fully-fledged scheme is part of a proactive Until recent years few developing countries were
system for returning laid-off workers to interested in unemployment insurance, which was
emp|oyment through JOb matching, training Iargely due tO- misunderstanC‘“ng.S at.)OL.]t its role
schemes and forms of assistance to workers tgnd the possibility of establishing limited low

become self-sufficient by means of self- COst schemes. However, the Asian regional
emp|oyment or other means. Active |ab0urf|nanC|aI crisis on 1997 brought about a general
market measures may be employed in the wellf€alisation amongst countries in the region that
established schemes found in industrialisedunemployment insurance schemes could have

CountrieS, such as, for examp|e: been funCtioning in a few of the affected
countries. Clearly, participation in labour markets
«  Support for further vocational training, exposes all types of workers to the risk of

. Job i ¢ ide t unemployment; the more so with the impacts of
JOb creation measures fo provide emporaryglobalisation, and in many countries the existing
jobs for long term unemployed persons,

- _ ~ mechanisms for absorbing retrenched workers
« Wage subsidies using resources otherwiseind the social protection mechanisms, such as

payable as benefit in order to provide severance pay, are inadequate.
temporary employment,

«  Integration subsidies, the purpose of whichIn South and East Asia, excluding the fully
is to obtain permanent employment for industrialised countries, only the People’s

disadvantaged workers by compensatingRepublic of China, Mongolia, the Republic of
employers for lower performance, South Korea and Thailand have introduced

unemployment insurance schemes. In the
ciEninsh—speaking Caribbean, where countries
have similar population levels to Pacific Island
o N countries, Barbados introduced an unemployment
* Subsidies  for recruiting long-term jnhsyrance scheme in 1981 which has been

unemployed persons, and adapted to changing economic conditions in that
. Start-up grants for persons entitled tocountry.

benefit but wishing to start businesses may

be entitled to a lump sum of 6 months 12.4.2 Objectives of unemployment

benefit. insurance schemes

Unemployment insurance is widely considered to ) o )
be the most difficult to administer of all social While almost all industrialised countries have

insurance schemes because both insurance as@me form of unemployment insurance that
labour market conditions have to be appliedProvides vocational guidance, access to job

against the background that informal sectors of/a@cancies, skills training and cash benefits on a
short or long-term basis, schemes in developing

. Recruitment subsidies for new businesses t
employ a specific number of unemployed
persons,
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countries tend to provide partial income unemployment, as the effects were worsened by
replacement to eligible covered workers for shortthe lack of schemes, and the inability of bankrupt
periods following involuntary unemployment. enterprises to meet obligations for severance pay.
Like other contributory social security benefits, Benefit entittement might deter some workers
unemployment benefits are paid as a matter ofrom seeking rapid reintegration into the labour
right with no demonstration of need required. market as it is intended to provide a breathing
There are also several secondary benefits to thepace to find suitable jobs. But given a rather
general economy of having an unemploymentshort duration and limited level of benefits, the
benefits scheme in place. effect on the overall cost of the scheme and to the
economy as a whole should be negligible. There
Unemployment insurance schemes have severare only marginal effects to be expected on
objectives. The primary objectives involve average labour cost and on consumer price levels.
assisting individual workers during periods of
involuntary unemployment while the secondaryOn the other hand, there are economic costs of
objectives stress the promotion of economicnot having any unemployment benefit system.
efficiency and stability. They result from:

Specific objectives of unemployment insurancee
schemes are:

Passive or active resistance by workers to
structural change, based on the fear that
some may lose their jobs,

. Provide cash payments during involuntary e
unemployment to qualified persons,

. Maintain to a substantial degree the
unemployed worker’s standard of living, .

. Provide time to find employment consistent
with the workers’ skills and experience, and

. Provide extensive employment services to*®

Unwillingness of the workforce to cooperate
in the introduction of new technology, for
similar reasons,

Political tensions and social unrest when
large numbers of workers have to be laid
off,

The tendency to claim other social security

jobs. benefits) when the contingency of
unemployment is not covered, and
Other objectives are: * The temptation to establish other more

costly and less effective schemes to provide
protection in the event of job loss

. Smoothing consumption through _
(employment assistance programs).

unemployment benefits strengthens the
economy by maintaining adequate levels of
consumer demand during periods of Relatively high levels of unemployment should
economic difficulties, not necessarily prevent the introduction of a
- Promote better utilisation of labour by carefully-designed — unemployment  insurance
encouraging unemployed workers to find scheme where the administration is confident it
appropriate jobs and, where necessaryCan organise and operate an effective s_cheme and
helping them to improve their job skills, and Prévent abuse. An unemployment insurance
o . scheme with wide coverage has clear economic
) Help emplo_yers maintain a skilled work advantages in stabilizing the economy on a short-
force as sk!IIed workers are not forced to term basis during periods of recession and in
seek other jobs, and thus are free to retu”bromoting a better utilization of labour. It is
when they are called back. possible to design unemployment insurance
schemes, at least initially, to provide limited
The introduction of an unemployment insuranceincome support and minimise the level of
scheme may have an effect on aggregatexpenditures with the intention of moving
disposable income, consumption and savings. Theowards more generous provisions as the

payment of benefits in areas of high experience develops and the capacities of the
unemployment could help to stabilise consumeradministration improve.

demand, and prevent or limit further economic
decline. That was the view when the Asian
financial crisis occurred, causing widespread
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12.5 Some main design considerations

As a short-term benefit the following guidelines
may apply to the scheme design.

Unemployment Protection in Kiribati

cent for the beneficiary alone prescribed in the

ILO Conventions No0.102 and 168 respectively.

The rate of 50 per cent has been adopted in a
number of schemes as an appropriate balance
between the two requirements outlined above.

12.5.1 Coverage

It can be expected that policy decisions toe
introduce unemployment insurance follow the
successful operation of a social insurance scheme
for other branches such as old-age, employment
injury or social health insurance since these have
had a higher priority in many countries. When
planning unemployment insurance therefore the
process would be facilitated by the fact that
coverage of employees would be identical and the
scheme could utlise the same contribution
collection, recording and enforcement systems,
with the minimum costs. However, any self-
employed and voluntary contributors would be
ineligible since the contingency of involuntary
unemployment does not apply to these groups.
The main groups covered are private sector and
public corporation employees who are already
contributing to the social security system. The
civil service usually has its own social security
system. In principle, the coverage in Pacific
Island countries would be the same as the NPF
apart from the self-employed and voluntary
members.

12.5.2 Contribution conditions

As a short-term benefit, unemployment insurance
requires a period of recent contributions to prove
entittement as an employed person. Schemes
may require only a recent number of paid
contributions such as 6 months out of the last 1%
months or both this type of condition and an
overall requirement that the insured person ha
paid a minimum of 12 monthly contributions
together with his/her employer. This is the mean
by which unemployment Insurance is targestd
regular workers who are subject to frictional

Two other issues should be considered:

Should benefit remain at the same

percentage throughout the duration or

should it be lowered after an initial period to

encourage claimants to return to work as
soon as possible? If this is adopted the
effects should be evaluated in order to

assess whether average benefit duration is
reduced and whether any claimants suffered
financial hardship as a result of the reduced
benefit level.

With a 50 per cent rate low wage earners are
likely to experience coping difficulties and a
minimum benefit rate should be considered;
this should be linked to average earnings of
social security contributors so that is can be
increased from time to time. This feature
would be adopted where the scheme wished
to apply a 50 per cent rate generally but
recognised that the lower paid may need a
reasonable period of time to find “decent
work” and possibly obtain a better paying
job. However, this has to be worked out
very carefully as another objective is to
avoid the welfare trap where the
unemployed workers are better off receiving
benefits than they would be taking low-paid
jobs when non-payment of contributions and
the reduction in expenses for going to work
are taken into account.

n accordance with the concept of limited support
éhe duration of benefit may be in the range from 3
to 6 months in a period of one year. A period of
p to 7 waiting days can be included before
enefit is paid on the grounds that hardship
|should not be caused by a few days without

unemployment.

income, but schemes may decide to pay such days

later if the period of benefit exceeds 14 days or
so. This means that a worker could be re-
employed in a day or two and that such short
eduration claims can be avoided on the grounds
hat there is no hardship involved. On the other
and if the unemployed person remained on the
egister for 20 days he/she would be paid for the

12.5.3 Benefit level

The decision of the percentage of averag
earnings to be paid constitutes a compromis
between providing an adequate level for the
maintenance of the insured persons and thei _ _ :

b {J” period. Where periods of benefit are

d dant d ing that th ffici .
epenaants anc ensuring tat tmere are suticie separated by gaps exceeding 13 weeks that may

incentives for beneficiaries to return to paidb q herwi h
employment rather than remain drawing benefits. € counted as separate, otherwise they count as
ne period of benefit for the application of the

This is the rationale for the rates of 45 per cenfN® q I
for a man and his wife and 2 children and 50 pery"a't'ng ays rules.
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However, issues arise regarding severance pay agery little information is available or published
employers may contend that there is duplicationon the adjustments made, if any, in some
with unemployment insurance and the twocountries in the entitlements under these two
benefits should be coordinated. This may beschemes. It appears that frequently severance pay
resisted on the grounds that they are different irand unemployment insurance are provided as
the sense that severance pay is a reward aeparate benefits. However, in the Republic of
payment for long service and that retirees andSouth Korea an adjustment is made to the
employees may leave receive severance pay whamemployment benefit in respect of large
leaving a company without necessarily claimingseverance payments. Entitlement of KRW 100
unemployment insurance and that this benefitmillion or more results in the postponement of
should continue unabated when unemploymentinemployment benefits for 3 months. If a country
insurance is introduced. decides to reduce severance pay entitlements of
unemployment insurance claimants this change
As regards relevant ILO standards, Conventionshould not affect acquired rights or rights is the
No0.168 of 1988 on Employment Promotion andcourse of acquisition and therefore would only
Protection against Unemployment provides forgradually have any financial effects.
the coordination of severance pay and
unemployment insurance as follows: 12.5.4 Financing

Where protected persons have received directiyffThe costing of an unemployment insurance
from their employer or from any other source scheme depends on many variables some of
under national laws and regulations or collective which are relatively stable such as labour supply
agreements, severance pay, the principal purpos#hilst others are more volatile and cyclical in
of which is to contribute towards compensatingnature, and some may be affected by government
them for loss of earnings suffered in the event ofctions or policy fluctuations in the economic
full unemployment: field. Analysis of unemployment insurance
expenditures in various countries demonstrates
. The unemployment benefit to which thethe more volatile nature of this branch than other
persons concerned would be entitled may beshort-term benefits such as maternity or sickness
suspended for a period corresponding tobenefits. ~ Barbados has  adjusted the
that during which the severance pay unemployment insurance contribution rates at
compensates for the loss of earningsvarious times in relation to higher and lower
suffered: or demand and evidently financing this branch
. The severance pay may be reduced by afequires the maintenance qf a_dequate contin_gency
amount corresponding to the vaiue [€S€rves and 'careful monitoring of expendlf[ure's
converted into a lump sum of the in order to adjust as necessary in order maintain

unemployment benefit to which the persondn€ solvency of the unemployment insurance
concerned are entited for a period fund. In general, this type of unemployment
corresponding to that during which the insurance scheme may require contributions of

severance pay compensates for the loss etween 1 anq 3 per cent of ?nsurable earnings

eamings suffered, as each Member ma .however, Thailand |n'troduced its unemploy'ment

decide. insurance scheme in January 2004 with a
contribution rate of 1.25 per cent).

This would mean that an employee who receivegy it 11 o Conventions do not stipulate the

3 months severance pay could have the followin

) X g %xtent to which social insurance contributions are
adjustments in unemployment benefit:

shared between employers and employees, it is
provided that the cost of benefits and
' _ ) administration is to be borne collectively, in such
benefit or a reduction of 3 months in the 5 \yay that hardship to persons of small means is
duration, and avoided and that employees’ contributions should
* As above but on a partial basis such as aot exceed 50 per cent of the total after the
delay or reduction of 2 months in respect ofexclusion of family benefit and, normally,
the 3 months severance pay. employment injury benefit. There is no uniform
pattern as there are examples of equal sharing of
the unemployment insurance contributions and of
employers paying a larger share.

* A delay of 3 months in entitlement to
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12.6  Organisation and administration of Revenue destined for the unemployment
unemployment insurance schemes insurance scheme has to be accounted for
separately, but this is a straightforward matter of
Administration of unemployment insurance is allocating the relevant percentages of total
described as challenging to administer, in view ofcontribution revenue to the accounts for the
the need to prevent the simultaneous receipt ofarious schemes.
unemployment benefit and earnings from
clandestine work, and also to coordinate theThe social security institution is also in the
social security and employment service functionsposition to check if the claimant for
Countries considering unemployment insuranceunemployment benefits is also claiming sickness
pay close attention to their capacities to organis®r maternity benefits for the same periods. The
and administer schemes that require closeverification of unemployment and continued
working arrangements between the socialeligibility to a benefit, however, calls for
insurance institution and a comprehensivecombined efforts of the social security institution
network of employment offices with information and the separate independent employment
systems on job vacancies throughout the country.services. A key decision is where claims are to be
. lodged at the social security office or the
Benefit claims must be carefully checked andemployment office? Where possible registration
efforts of jobseekers to find employment closelyfor work should be combined with making a
monitored, necessitating a well staffed and wellclaim as the emphasis is on job-seeking and a
organised professional employment service. Theone-stop system is helpful to the unemployed
main administrative tasks involved in running an persons.
unemployment insurance scheme are:
While social security inspectors may play a
. Registering workers and employers, limited role, a separate employment service
. Collecting contributions, should be responsible for verifying the eligibility
_ o ) requirements related to the capacity and
* Recording contributions and insured gy 4ijapility for work, as well as assist in the
earnings, search for suitable re-employment. These include
. Registering benefit claimants as checking that unemployment was in fact
unemployed and receiving their benefit involuntary, and that unemployment continues
claims, with the claimant being available for work and
Checking that claimants are involuntarily S€€king employment, as well as willing to accept
unemployed, available for work and actually What the employment service considers is a
seeking employment; monitoring that this Suitable job. Together with the typical social
continues to be the case as long as benefit i§ecurity functions, these make the administration
payable; offering suitable jobs and training ©f an unemployment benefit more complex and
and applying sanctions if necessary wheredifficult than the other regular tasks performed
claimants refuse suitable jobs or training for other social security benefits.
opportunities, and

. Processing benefit claims, checking
fulflment of contribution conditions,
calculating and paying benefit.

Registering benefit claimants as unemployed
involves extra work. In all countries, it is found
that unemployed workers who are not able to
obtain cash benefits often do not take the trouble
to register as unemployed. Non-registration tends
The first three tasks are Unlikely to involve much to be h|ghest in countries where the emp|0yment
additional work for a social Security institution service is not thought to provide very effective
which is already administering other branches ofassistance to jobseekers in finding new
social insurance, provided that the coverage ofemployment, and where employment service
the unemployment insurance scheme and thegffices are not easily accessible.

definition of insurable earnings are identical to

that of the existing schemes, as there are alreadReceiving benefit claims will also involve extra

efficient contribution collections and claims \ork, especially as most unemployed workers
processing systems. The introduction of will be claiming benefits for the first time. Even
unemployment insurance will lead to an increaseyjith well-designed claim forms, many claimants

in the rates of Contribution, but will not mean any gre ||ke|y to require some staff assistance in
change in the number of contribution payments.completing them.
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Checking that claimants are involuntarily employment service and should be resolves by
unemployed, available for work and actually independent bodies.

seeking employment is undoubtedly the most

complex and demanding aspect of administering®rocessing benefit claims will require ready
an unemployment insurance scheme. A certairaccess to the individual contribution records of
number of workers may deliberately set out tothe workers concerned and information
defraud the scheme by claiming benefits and aexchanges between the social security institution
the same time receiving earnings from work.and the employment services. Information
Some others may, without any dishonest intentfechnology allows this work to be performed
simply fail to make much effort to find quickly and efficiently, which is both in the
employment.  Even if these form a smallinterests of the unemployed worker and of the
percentage of cases, they are not easily monitoresocial security institution. However, this
so long as they are receiving benefits. Whenpresupposes that the database containing the
interviewing claimants, staff will inquire how individual records includes all the information
they lost their job, try to find other suitable gob required to check that the qualifying period has
for them, and inquire about the steps the workerdeen completed and to calculate the benefit that is
themselves have taken and are taking to find othedue:
employment. Another closely related task has to

be performed by social security inspectors, whose
duties must include surprise visits to workplaces

to check that all workers are duly insured and that
none is claiming unemployment benefit at the
same time as working.

Information may be required for

unemployment benefit that was not
previously required for administering other
benefits provided by the social security
scheme, so any such missing data would
have to be collected and entered for all
insured workers, and

Checking the fulfilment of contribution
conditions and calculating benefits require
data on recent earnings and unemployment
insurance contributions paid. In view of the
time lags before contributions reach the
social security office, the contribution and

The concept of short-term unemployment leading
to speedy re-employment has been strengthened
in many countries in recent years. Some of the
main characteristics of this approach are:

. Use of the term job search or similar
phrases,

. Conclusion of formal agreements between

the claimants and the employment service
on how the job search will be conducted,

average earnings test periods should end at
least 2 months before the month in which
unemployment commenced.

*  Appointment of personal advisors to each
claimant with whom the job search is 12.6.1 Co-ordination between the social

organised and assessed at regular intervals, security institution and the employment
«  Use of incentives such as training vouchersS€"VICES

and training courses when applicable, and ) o
, _ . Since some tasks are clearly the responsibility of
* Use of sanctions in the form of benefit \he gocial security institution, and others can be
suspensions against claimants who refusé,e formed only by the employment service, there
suitable jobs or decline suitable training is a4 obvious need for close co-ordination
courses. between these two agencies. Ideally, before the
employment service embarks on the time-
Suitable employment is defined in Conventionconsuming task of checking that claimants are
No. 168 to take into account age of the worker,involuntarily unemployed, available for work and
length of service in last occupation, length of actually seeking employment, it is advisable to
unemployment, the labour market situation,check whether or not the claimant in fact fulfils
personal and family situation and whether a newthe contribution conditions for receiving
job is vacant due to an on-going labour disputeunemployment benefit. This would be feasible
The concept of suitable work and suitable trainingonly if individual staff members in the
is central to this aspect of the administration ofemployment service could consult the social
unemployment insurance and needs to be backesecurity institution’s database or the social
up by labour courts or similar bodies as a numbesecurity body gives a decision in principle on
of disputes arise between claimants and the

214



Unemployment Protection in Kiribati

whether or not the insurance conditions areunemployment and the difficulty of predicting

satisfied. demands for benefits, it is advisable to have
adequate financial reserves and legislation
12.6.2 Other functions allowing changes by regulations in key provisions

on contribution and benefit rates and duration of
A most important additional role for the agency entitlement as a minimum.
certifying that claimants are eligible to an
unemployment benefit is the matching of vacantUnemployment insurance schemes rely on the
positions with suitably skilled workers. This efficiency of the employment services, as the
service could assist employers in finding themain objective is to provide time for the
persons with the right skills and in reducing theunemployed person to seek suitable work rather
time for which employees with special skills may than be forced to take the first opening in the
be without work. While the principal focus of an informal sector. The existence of unemployment
unemployment benefits scheme is to pay benefitsnsurance schemes requiring claimants to register
the scheme may also be used as part of an overdir employment provides both an opportunity and
policy directed at promoting employment or challenge to the employment services provided
facilitating training or retraining. Close that sufficient resources can be provided for
coordination between the employment servicesupgrading of their capacities. In addition, the
the authority responsible for skills developmentsystem requires an appropriate range of training
training and the social security institution wikb courses that are geared to labour market
required to ensure that arrangements for trainingequirements and adapted as these change so that

and re-training work effectively. they may be provided to increase the chances of
re-employment. The unemployment insurance
12.6.3 Summary general remarks. fund would pay for each claimant sent on such

courses but would have no responsibility for the
The number of unemployment insurance schemefnancing of such training schemes. In some
is gradually expanding world-wide as more countries training levies are paid by enterprises
countries recognise the constructive rolefor this purpose.
unemployment insurance schemes can play in
support of employment policies if well-designed, It is well understood that social protection
adapted to labour market requirements, angolicies must be complementarily developed with
effectively implemented. However, there arelabour and employment polices and that this
different types of schemes varying in their scopeapplies with particular force to the contingency of
and objectives. The type of unemploymentunemployment. The point to stress strongly is that
insurance scheme likely to interest Pacific Islandunemployment insurance should be part of a
countries that are considering the needs of theystem geared up to returning the unemployed
unemployed in the process of establishingpersons to suitable employment as soon as
priorities for future action, is designed for possible. It is also clear that unemployment
frictional unemployment and a limited role of insurance alone cannot meet the needs of all of
providing short-term financial support whilst, the unemployed and that complementary social
with the aid of the employment services, theprotection programmes should be in force and
unemployed seek decent work. The costs mainlcoordinated with an unemployment insurance
depend on the benefit structure and may be in thecheme. The unemployment insurance scheme
range of 1.5 to 3 per cent of insurable earninggprovides earnings-related benefits, and usually
with some sharing between employers andcontinued entitlement to health insurance, where
employees, as agreed through social dialoguea social health insurance scheme is in force, for
The benefit rates are set at rates considered dsnited periods during which job search,
adequate for the short-term whilst providing vocational guidance and, if necessary, re-training
incentives for resumption of employment. Inis organised by employment service centres.
practice, benefit is usually around 50 per cent ofTherefore, unemployment insurance should be
recent average earnings which is payable for up tintroduced only when essential conditions are
6 months or so in a period of 12 months. Thismet, including:
approach could establish the scheme and allow
consideration at later stages according toe A sound or reasonably sound economic
experience of enhancement of the benefits and or  situation facilitating labour absorption and
their duration and expansion of coverage. affordability, as indicated by improved per
However, because of the volatile nature of
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capita incomes insuredprospects of re-employment, but through the
population, elaborate structure of a contributory social

. Wide support for the investment of public insurance scheme. Possibly a similar or greater
funds in organizing the network of Impactcould be achieved through other measures

employment centres and training schemeg@ppropriate to the bas_ic soci_al protection tier,_
and establishing the contributory such as targeted social assistance and public
unemployment insurance scheme, especiallyVOrks projects. An advantage of these types of
the essential sense of solidarity amongst throgrammes  over unemployment  insurance,
insured employees for a system of pooIingWh'Ch takes time to build-up benefit rights, isttha

risks, in contrast to defined contribution they can be targeted and organised relatively
schemes with which they are familiar, since Quickly, provided resources are available and
some may expect to draw heavily on theSOme preliminary planning has been conducted.

scheme and others may envisage never
claiming, 12.7 General summary on an

. A well-functioning national network of unemployment insurance benefit scheme

. . .. _for Kiribati?
employment service centres operating with
access to suitable vocational training,,.. _.. o
. Kiribati has an incipient unemployment problem
courses, and a system of active labour

market policies that can be brought into which S likely togrow worse as th_e _Iarge
, oncoming cohorts of school leavers join the
force when necessary; and

labour force over the next few years. A key

. An efficient social insurance administration development issue is the extent to which this
with ConSiStently low contribution arrears pr0b|em could be eased by an unemp|0yment
and the capacities to collaborate with penefit scheme. Two unemployment benefit
employment centres in the implementation options are theoretically possible, unemployment
of unemployment insurance. assistance or unemployment insurance.

amongst the

Countries considering suitable strategies to assist2-7-1 Unemployment assistance

the unemployed may take note of the following
statement contained in the

conclusionsAN unemployment assistance scheme open to all

concerning social security adopted at the@nd paid for by taxes along the lines of the

International Labour Conference in 2001:

Australian and New Zealand schemes is not a

realistic option at the current stage of economic
For persons of working age, the best way todevelopmentin Kiribati.

provide a secure income is through decent work.
The provision of cash benefits to the unemployed
should therefore be closely coordinated with
training and re-training and other assistance they
may require in order to find employment.
Unemployment benefits should be designed so
that they do not create dependency or barriers to
employment. Measures to make work more
financially attractive than being in receipt of
social security have been found effective.*
However, benefits must be adequate. Where it is
not deemed feasible to establish a system of
unemployment benefits, efforts should be made to
provide employment in labour-intensive public
works and other projects as is successfully done
in a number of developing countries

It will be evident that where unemployment )
insurance is introduced prematurely, before the
essential pre-conditions are met, the scheme will
function more as an unemployment assistance
scheme, providing cash benefits with little or no
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The majority of the workforce is currently
employed in the informal economy.
Potentially a high proportion of these could
claim to be formally unemployed in the
sense that they do not have a formal sector
job. The cost of funding benefits for such
large numbers is beyond the fiscal capacity
of Kiribati.

The normal benefit entitlement requirement
that unemployment beneficiaries not be
engaged in full time work would discourage
economic activity in the informal sector.
This conflicts with Kiribati development
policies of reviving and stimulating informal
economy production in agriculture and other
areas

Having very large numbers of people
inactive long term with no realistic formal
sector job prospects would be undesirable
socially
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Accordingly, the unemployment assistancel2.7.3 Other options —special
benefit option can be rejected at this stage okemployment
Kiribati economic development.
The main options for Kiribati in dealing with the
12.7.2 Short term un employment employment needs of its population include
insurance for formal sector workers economic development and employment-linked
training, including training for working on
Somewhat more possible is short-termforeign fishing vessels and merchant marine. For
unemployment insurance for the minority of the a substantial period ahead also employment in the
workforce employed in the formal sector of the informal economy will have to be the mainstay of
economy. These are the people currently coverethost of the population of Kiribati.
by mandatory membership of the Kiribati
Provident Fund. By short term is meant benefitsAn option for those individuals and households
paid for 3 or perhaps 6 months after job loss. facing severe economic problems is a special
employment scheme, focussing on developing
Calculations made for other Pacific Island infrastructure (e.g. roads, water and sewerage
countries indicate that such a scheme could bschemes) and some needed social services.
funded by a levy of between one and three per
cent of payrolls, the exact figure depending onSpecial employment schemes are paid for by
benefit rates paid, duration of unemploymentgovernment revenues or external aid.
benefit cover and job loss rates for those in theCharacteristically they pay only minimum wages,
formal sector. Levies could be collected by thewhich are set below the levels of actual wages
Provident Fund and paid into an Unemploymentpaid elsewhere in the economy. Hence, people
Insurance Fund. Arrangements to pay benefits foemployed on such schemes have an incentive to
a period to those who lose jobs would then neeaxit the schemes if regular or seasonal job
to be made. Benefits would be payable to thosgrospects emerge.
who had been employed in the formal sector and
paid contributions for specified qualifying Well designed and administered special
periods. employment schemes thus tend to be “self
regulating” since only the very poor will take up
Details of how unemployment insurance schemewery low paid jobs, and will exit them again if
operate in some other countries are included irbetter options emerge in the formal sector or the
section 12.8. A potential model in more detail isinformal economy.
also given in the Fiji report.
Key features of successful special employment
However, given the very high proportion of schemes include:
public sector employees in the formal sector of
Kiribati, and the small size of private sectore  Good project selection, so that the special
employment, the unemployment insurance employment schemes produce infrastructure
scheme would probably need to cover public and services of use to the community.
sector employees as well as those in the private Effective supervision to ensure that the
sector for the scheme to be of viable size. It is work is done properly
currently unclear if either the government or. Fiscal affordability

such a scheme. . o which enhances their future employability
It is also unclear about the relative priority of

such a scheme, since unemployment angt s important to include jobs which can
underemployment is likely to be greater amongstyagditionally be done by women as well as men in
those who would not qualify for unemployment gpecial employment schemes. A key mechanism
insurance benefits, since they would not have hag, help achieve this is equal representation of
fprmal sector jobs and a contribution record in theyomen and men on the teams designing and
first place. administering the special employment schemes.

Hence, this option seems to be one for longer
term consideration rather than current active
development
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Chapter 13 Social Assistance: Principles

13.1 Introduction Table 13.2  Selected human
development indicators comparisons
This chapter provides an overview on Social

assistance patterns and options as part of Adult Life Human

wider ILO technical co-operation project| Country Literacy | Expectancy De"fr']‘ég?em
Subregional Initiative on social Security ing; 937 9.2 0.758
Pacific island Countries It provides a [ Kiribati n.a. 61.3 na.
background for considering the possibility of Samoa 99.7 704 0.769
using social assistance approaches for addressjiij.ome" 76.6 2.4 0.624
some of the poverty and social problems whighanuaw 53.0 621 0570

have emerged in these Pacific Island countries. —Sources World Factbook Website and UNDP Report 2004.

Each of the five countries are developing The specific situation in the five countries is
societies in which at present a minority of the extremely different. Hence any overview of social
labour force is employed in the formal economy.assistance options will include many which are
The majority of the labour force is involved in the unrealistic for particular countries in the lighit o
informal economy, which consists of varying their social and economic situation, values, and
degrees of self employment in the moneyfiscal and administrative possibilities. Specific
economy, and subsistence production in the fornoptions which are relevant to the actual situation
of farming, fishing and gathering for household of each of the five countries will be the focus of
use. Some households may also obtain some cashe second part of the social assistance study.
from migrant remittances or land lease rents,

though this incidence varies widely between the 3t should also be noted that while the 5 countries

countries. project focuses on social security, the analysis
used in this report is based on the wider concept
Table 13.1  Country populations of social protection. This wider concept is more

relevant to the situation of Pacific Island

Country Population _countries,_ Where_a large part of the _populqtion is
i 81000 mvolved'ln the _mformal economy, including a
iribah 101.000 substantial subsistence element not based on cash
Samoa 178.000 transactions, and traditional forms of social
Solomon Islands 523.000 protection have been based on resource sharing
Vanuatu 203,000 linked to kinship, local community, and systems
Source World Factbook Website of reciprocity.

In varying degrees each of the countries13.2 Social protection in traditional
concerned has faced new social problems as th&ycieties

impacts of modernisation and globalisation have

affected traditional societies. Only some of theseThe current ILO and other definitions of social
contingences are covered by any form of formalprotection still focus mainly on formal sector
sector social security, and then only for parts ofschemes, with the variety of social protection
the population. In some cases traditional forms ofmechanisms which operate in many traditional

resource sharing and reciprocity have furthersocieties covered only by the terinformal
developed to meet these new needs. In other caseshemes

unmet needs have emerged, or traditional support

mechanisms have eroded. It is this second set qfy the Pacific these informal or traditional
situations for which social assistance approacheschemes are of crucial importance and in most of
may be appropriate, since contributory socialthe 5 countries included in the study are currently
insurance is difficult to organise for the informal more important for the majority of the population

cash economy, and unaffordable for low incomethan existing formal sector social protection
households and subsistence producers. arrangements.
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A fuller description of the traditional systems While each country has somewhat different
operating in the five countries is given in the systems, and within Vanuatu and the Solomon
companion project reportTraditional Social Islands large differences exist between groups,
Protection Systems in the Pacific — culture,there are certain common characteristics which
customs and safety neth. O Suva 2005). This also tend to be found in many other traditional
sets out and describers some of the key traditionadocieties. These include:

arrangements in each of the five countries

studied. « Resource sharing within nuclear families

based on primary family relationships,

. Resource sharing and joint activities
) amongst members of extended families
* In Fiji these systems includ&erekere based both on primary relationships and

(asking for__a}id based on reciprocity), expectations of reciprocity,
solesolevaki(joint communal labour), and

Solevu (large scale mobilisation and °
redistribution of community resourceSoli
vakavanua c¢ommunal collection and

These include:

Resource sharing, joint activities, and risk
pooling amongst wider community groups
linked by common descent, culture, and/or
accumulation of funds) and the concepts of residence, based both on cultural values and

vakaturaga (chiefly behaviour) andyalo expectations of reciprocity, and
solisoli (social generosity). * In some cases, concepts of non-reciprocal
giving, often based on religious concepts.

. In Samoathe traditional mechanisms seen
as part ofFa’a Samoa(the Samoan way). In the Pacific in particular there is a substantial
These includeFa’alavelave (a term which  traditional overlap between family and kinship,
includes willing acceptance socio-cultural land ownership, wider community, and shared
responsibilities),Totoma (asking, based on cultural values. The social protection elements of
expectations of reciprocity)Aula (non-  the system cannot be easily separated from the
reciprocal giving), ands’i, (traditional gifts  cultural and economic matrix within which they
to victims of mishaps or the family of the operate.
deceased).
13.3 Modern extensions of traditional
. In Kiribati traditional arrangements include systems
resource and labour sharing amongstutue
(extended family)karekare(taking turns at Much discussion of the role of traditional social
joint work with non-utu members}e aiai  protection systems in modern society focuses on
(sharing fire, now related to arrangements tothe extent of their erosion in the modern period.
supplying toddy)Bubuti (requests for gifts However, in one important area in the Pacific
based on family relationships), Te they have actually expanded in scope. This is the
Katabetabe (burden sharing, especially at development of cash remittances to extended
funerals), andTekaonono Kood sharing family members by Pacific migrants who move to
with people outside the utu). the towns to take up cash employment, or move
abroad to do the same thing.
. In Vanuatu practices vary and are described
in different languages by different terms. Migrant remittances from abroad are now a major
These include resource sharing amongst thgart of the economies of Samoa and Tonga, and
Wantok (a traditional social-cultural are becoming a major factor in the Fijian
network of people with shared language,economy. In cash terms these are far more
history, and genealogical lines), and important in aggregate terms to these countries
ceremonial gifts at festivalsn¢kowiar or than for example foreign aid. In Kiribati the
toku). earnings of seamen and fishermen employed
abroad on foreign vessels are now an important
. In the Solomon Islands ¥vantok system  source of extended family cash resources.

also exists, and here also this acts as a
vehicle for mutual assistance betweenHowever, some qualifications need to be made

Wantok members. about the role of migrant remittances as an
element of social protection:
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e There is no very clear relationship betweenGrandparents or other family members may look
the level of migrant remittances a family (or after their children while they work. They have
communal group or church) may receive, access to family or communal land to grow food,
and the actual degree of poverty or needand can also use the land to erect a dwelling.
Remittances are received by families with Hence, the arrangements are genuinely reciprocal
members abroad. The needy with no earningand mutually beneficial.
family members abroad do not receive
remittances. For the migrants abroad however a different

. Remittances from individual  family situation applies. If both spouses work they must
member's resident abroad tend to deciingP@ for child care. They must also pay for food,

over time as the date of migration becomesdccommodation, transport, and the raft of nuclear-
more distant. Hence, the continuation o

migrant remittances depends on a continued®/9ely ~absent 0
willingness and ability to send money may erode.

fresh flow of emigrants to richer countries
of settlement destination or temporary
employment. High migrant movements have
been a characteristic of the recent period fo
several of the five countries, but cannot be
relied on to continue at this level for ever.

13.4 Traditional
Ix:ircumstances

¢ family related expenses. The former reciprocity is

or notional. Hence, both

systems in  modern

Migrant remittances aside, several comments

need to be made about the potential ongoing role

of traditional
protection,
based in a subsistence or semi-subsistence rural
economy;

The reasons for the eventual decline in individual
migrant remittances are various. Migrants are
predominantly single or childless adults. At this
stage of their life cycle the wages that can be
earned from even unskilled work in a developed,
country provide a surplus of disposable income to
fund remittances. As the migrants form their own
families and have children, their cost of living
rises and less or nothing is available as a surplus
to send back. A similar phenomenon has been
noted amongst rural Fijians who move to the
Fijian cities to take up employment. °
However, it also seems that there are other factors
which affect migrant willingness to remit, and/or
the range of relatives to whom they will still send
assistance:

. Long absence tends to erode the closeness

of extended family ties,

. The eventual realisation by many of thee
migrants that they will probably not return
to live in their home village erodes the
motive to send back money to keep alive
their rights to family or communal land. .

. The migrants may be affected by the
individualism of the host societies.

. Remittances may be increasingly perceived
by the migrants as a largely non-reciprocal
relationship.

mechanisms to provide social
particularly where they remained

The traditional transfers are largely geared
to meeting subsistence and cultural needs.
They are not well geared to meet modern
additional needs such as school fees,
medical care, and things requiring cash
outlays,

Because access to assistance is heavily
linked to family and communal
relationships, and past reciprocity, people in
need who do not have these appropriate
relationships and behaviour history may get
little,

The system does not effectively
accommodate strangers who migrate into
the area,

If the whole extended family or community
is poor, ability to provide assistance to the
needy is similarly limited. The risk pooling
group may not be large enough, and

Linking of entitlements to rank and social

status in some cultures may not concord
very well with modern ideas of equality,

including in particular gender equality for

women.

When working age adults with children are With these qualifications however, traditional

resident in their original village, the contribut®

systems will need to provide at least part of docia

they make to the extended family in the form of Protection in Pacific Island countries for the
produce or cash are part of a reciprocalforeseeable future. None of the five countries are

arrangement from which they also benefit. Yet at a stage of economic development which
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would allow the funding of the full range of The third concept is that eulnerability. People
formal social security and social protectionin this situation usually have enough to feed,
programs found in the developed industrialclothe, and house themselves, and to pay regular
economies. bills. However, they have no margin or safety net.

lliness, unemployment, or crop failure will
To the extent that traditional systems cannot meetjuickly push them into poverty. This situation is
modern needs, or the systems themselves amdso common in the Pacific, notably where there
eroding, other options need to be considered. As no formal social security for the majority okth
number of these options can be regarded as beingppulation, and traditional social protection
in the nature of social assistance. arrangements have eroded.

13.5 Poverty in Pacific Island countries This range of situations then raises the question
as to what are thdasic needsthat a social
Public social assistance schemes are designed #&ssistance system should provide for. This is a
prevent poverty and destitution, and to meet basiquestion to which there is no absolute answer,
needs. These terms have a variety of meanings, fince it depends on the economy, culture, and
it is useful to begin by summarising what is fiscal possibilities of each country. However, in a
meant by poverty and how this applies toPacific context the needs that a social assistance
situations in Pacific Island countries. system should address at a minimum would seem
to be:
The first concept of poverty is that of primary or
absolute poverty People living in absolute e Preventing absolute poverty or destitution,
poverty cannot feed themselves or their families and
adequately, are dressed in rags, and are homelegs
or have only some type of hovel for a shelter.
This type of poverty, also called destitution, is
found in some parts of Africa and Asia. It is rare

or absent in Pacific Island countries, at least Sd:or the wider social security system the longer

far. This fact often leads people to say thetre terlm a'g.]l. Is to ddevek.)é’ meas_ures Wh'gh offset
is no poverty in the Pacific vulnerability and contribute to income adequacy.

However, the immediate priorites in

However, the second concept extends todevelopmentare more basic than this. The Pacific

secondary or comparative poverty People situation would seem to fit the_ diagnosis of the
affected yby secorllodary pov%rty asually phave‘]une 2001 ILO conference, which concluded that

enough to eat and are adequately clothed, thougwe highest priority is to extend social securdy t

their food intake may not always have all the '0S€ Who have none. Given that many of the

required nutritional components. They have some!jac.iﬁC poor are in a situation where contribut_ory
type of housing, even if it is not very satisfagtor SOC"”!' _Insurance is - not currently a fe_aS|bIe
lacks facilities, or is overcrowded. However, they possibility, this suggests that social assmtan_ce
are faced with a constant struggle to pay bills adyPe measures are likely t_o be one .Of the prlorlty
they do not have enough cash income to pay fo pproaches to extending social — security.

what have become basic needs in modern society.owever’ ;h?{e _"ﬁrz also othe: (()jptlor}stforAslome
Hence they cannot pay school fees, medical bills3rOUPS, Which will be commented on later. AlSo,
n a longer term context thinking about improving

or contribute substantially in the expected mannet . .
to the social and religious activities which are athe soma! security coverage of the formal_sector
part of the Pacific lifestyle. They have erloughneeds to included in the assessment of options.
for subsistence, but not more, or not much more, .

This type of poverty is relatively common in the 13'6 General Issues for social
Pacific, though people are affected by it to2SSiStance systems

varying degrees. It is called comparative poverty
because the people affected by it are poor i
relation to what is normal in their society.
Another term for this is financial hardship. It may
also contribute to what is calledoverty of
opportunity where for example children drop out
of school because their parents cannot afford the
associated costs.

Ensuring access to key services, notably
health and education.

hile social assistance systems included in the
social security systems of developed countries
tend to focus mainly on cash benefits, other forms
of social assistance are also common, more
particularly in developing countries.
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Using social assistance cash benefits as a majaocial reality of resource sharing and reciprocal
vehicle of assistance to the poor andobligations is being ignored. However, assuming
disadvantaged is an approach which requires #at the people concerned are being effectively
number of factors to be in place for the system tasupported by their extended family may also not
work effectively. Most of these factors are alsoreflect the true situation. This is a problem for
required for sector specific forms of social which each country must find its own solution.
assistance. These include:

13.6.3 Identification
*  An adequate source of funding,
« A definition of the unit of assistance Accurate identification of individuals is a

(individual, family, household) which fits problem of varying size. It is most difficult where

the social realities of the society concerned, PoPulations are large, people move around
frequently, and birth registrations and other civil

identifying records are poor. Social assistance systems
usually require claimants to produce identity

*« An effective administrative system which documents (e.g. birth certificates, or identity
can accurately assess the real economicards where these exist), and may issue their own
circumstances of the claimants, identity cards to the beneficiaries. Lack of

«  An effective payment system which can @ccurate personal identification may mean that

reach the claimants who may be located inToney goes to the wrong people, or people who
remote areas, are entitled miss out.

e An accurate system for
individuals claiming benefits,

. Design features which minimise as far as
possible tendencies for benefit claimants to
become benefit dependent, and

13.6.4 Economic situation of claimants

Assessing the real economic situation of
*  Adequate anti-fraud systems. claimants is difficult in countries where thereais
lack of centrally held data on incomes and assets.
By their nature, social assistance systems requirextended family issues make this particularly
a considerable amount of administration, and thisomplicated in Pacific countries. However, unless

needs to be factored into the costings. the administration is set up to do an adequate
assessment, the twin problems of needy people
13.6.1 Funding sources missing out and fraudsters claiming benefits they

are not entitled to will emerge.
The funding sources for social assistance are
usually the general revenues of the government ot3.6.5 Effective payment systems
public authority, though in some cases designated
special taxes may be levied. An issue in countrieEffective payment systems are also needed. This
with two or more tiers of administration is the is a particular problem for remote areas. In many
extent to which costs should be borne by localPacific countries most people do not have bank
governments as distinct from the centralaccounts or even access to banks. Choices need
government. For example in the United States théo be made between cash payment systems,
cost of social assistance (call®delfarein the  vouchers, and the use of payment agents. Each of
U.S.) is split between the Federal and Statdhese systems has both advantages and
Governments. In Fiji the cost of the social drawbacks. After experimenting with a bank-
assistance system scheme known as the Familgased alternative for paying its Senior Citizens
Assistance Scheme is paid for from centralBenefit, Samoa opted for mobile payment teams
government revenues. which delivered the benefit to each village.

13.6.2 Assessment unit 13.6.6 Welfare dependence

The appropriate assessment uioit looking at ~ Designing social assistance systems to minimise
who needs social assistance raises significarthe growth of welfare dependence and the
problems in a Pacific country context, where handout mentality is a problem in all countries.
people are members of extended families andCost may be kept down by cutting assistance
other wider groups. Basing assessment only ogharply as beneficiaries earn some other income,
the individual or nuclear family may mean the but in turn this may discourage work effort. No
country has resolved this problem in a completely
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satisfactory way. Factors which help include13.8 Social assistance in kind by
restricting social assistance to people who cannasectors

help themselves, and using other options such as

special employment for those assessed as beingpart from cash benefits, social assistance

able to work. systems may also apply in individual sectors.
This is also referred to as assistance in kind. In
13.6.7 Anti-fraud virtually all these cases the assistance relates to

basic needplus education and health.
Finally, anti-fraud checks need to be built inte th
system. Whenever money is being given away]13.8.1 Education
some people who are not entitled to it will seek to
find ways to get their hands on it. This included Targeted assistance or scholarships to children
benefit staff as well as benefit claimants, so thefrom low income and disadvantaged backgrounds
anti-fraud measures need to extend to regulais frequently used where free education is not
checks on systems and staff, and on paymerfiscally affordable. To allow poor children to go

agents, as well as on claimants. to school and/or prevent early dropouts they may
receive scholarships or fee concession. An
13.7 The scope of social assistance example of such a scholarship programme was

the Indonesian scholarship programme set up as
Universal payments to specified demographicpart of the Social Safety Net programme
groups such as universal pensions for oldefollowing the 1997-98 Asian crisis.
people or universal family benefits for children
are not normally classified as social assistance iThe Indonesian scholarships, which were
the technical sense of the term. They may balistributed by local school-based allocation
assimilated into the concept if there are groundsommittees, were successful in stopping the large
for believing that virtually the whole school drop out pattern which had accompanied
demographic group is poor or disadvantaged, anéarlier economic crises. However, problems with
hence that making a universal payment is theéhe programme included leakage of scholarship
administratively simplest way to deliver on the grants to children from non-poor families, plus
social assistance objective. However, payments tthe fact that the grants seldom reached children
specified demographic groups may also form parfrom poor families who were not attending school
of a social assistance system in the followingin the first place.
ways:
Targeted assistance of this type may also apply to

. Payments targeted against income and/otertiary study. Also, sometimes extra assistance is

assets, such as the Australian means testeteeded by poor children attending nominally free

pensions for older people, or the New schools to cover the costs of books, uniforms,

Zealand income tested family support travel, and the like. In Fiji remission of school

payments to some families with children, fees is used as a way of targeting education

and assistance to children from low income families.
Samoa also has a similar scheme, though in

» Allowances for children built into the - o
| practice it is seldom accessed.

payment rates for the amount of socia
assistance granted to a poor household. The
way these payment amounts are built up tol3-8-2 Health
reflect family or household composition is

called an Equivalence Scale. Where people seeking heath care are charged

fees, special assistance to the poor may apply.
One option is to give health cards to the poor

Support for children or older people or other hich entitle them to free or concessional

groups in need may also take the form of targete eatment, with the government reimbursing the

assistance with health or education costs, Of)roviders Examples include the Indonesian
provision for other types of social services. Thishealth cérds f