The Administration of Pension Reform
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1.
Introduction 

The literature identifies three different types of Pension Reform taking place within national social security schemes :

· Structural Reform- in which the entire system for providing pensions is changed as happened in the Chilean system and followed more recently by some  Latin American and Eastern European systems
· Administrative Reform- in which a complete overhaul or change of the administrative agency has been undertaken for different reasons , for example in the United Kingdom a reconstituted agency administers state pensions

· Parametric Reform- where the primary changes are to the bases or parameters within the existing system usually contributions, retirement age and benefits

In Barbados the Social Security system after much consideration was taken  through a parametric reform process. 

2. Barbados Reform 

All the major parameters will be changed. Contributions, Retirement Age and the Benefit Formula will change as follows :

· Increases in Social Security contributions by 4% of insurable earnings over 4 years from an average of 14% to an average of 18%

· Increase in Retirement Age for National Insurance pension from 65 to 67 in steps of ½ year every four years to 2018

· Completely new accrual rates for pension entitlement to be introduced in steps of 10 years, that is the new basis will apply fully from 2022

· Introduction (gradually) of early and late retirement facility

· Systematic increases in pensions and insurable earnings maximum in line with price and wage inflation

In addition or in tandem a comprehensive overhaul of the Business Functions and the IT system has been carried out. Several business functions will be revised arising from an extensive strategic planning exercise involving the entire management body. 

Part of the process involved the strengthening and reorganization of  critical divisions within the National Insurance Department.

3.
Three Areas for Attention for the Future

Three distinct areas for attention for the future going forward may be identified:

· Public Education

· Consolidation of Business Structure / IT

· Staff Training

4.
Public Education


The appetite of the public has been whetted by the previous campaign and consultative process which was carried out as an intrinsic part of Reform. However the National Insurance Department has to recognize that prior to that campaign there had been virtually no public airing of pension issues whether through State provision or otherwise. Further the subject of pensions is intrinsically complex with the result that the scope for misunderstanding is relatively large. 

5.
Prior Campaign and Consultative Process


An extensive public campaign and consultative process formed the backbone to the Reform Program. The process required a delicate balance be struck between a genuine process of engaging the public in the major decisions for Reform but at the same time avoiding the mistake of providing an indigestible amount of information on all the possible alternatives that existed for Reform.


The major decision issues were simplified and taken to the public who were asked to choose from a shortlist of three major options for Reform. The Campaign and Consultative Process took the following form :

· Information Briefings with the Government and Opposition representatives

· Media expositions and explanations to Interest Groups

· Seminars for groups and workers

· TV and Radio Ads and Panel discussions

· Web Page hosting with facility for questions and Option Choices

· Town Hall Meetings

· Opportunities were given at all times for debate and invitations were issued to all the major interest groups concerned as well as individuals to make written submissions


The more detailed aspects of Reform were also publicized. A critical aspect of such detailed changes was the improvement of equity between potential beneficiaries. The opportunity was taken to introduce flexibility with beneficiaries given options on the age to take retirement benefits.

6.
Issues raised by Public during Campaign

Several issues were raised by the public in the course of the campaign and consultation program. These were dealt with promptly with supporting documentation forthcoming at each stage. The content of the Seminars were revised at each point and no questions were left unanswered. This effort diffused a substantial element of suspicion and concern. In general terms they were concerned with  :

· Whether Compliance was a serious problem
· The effect of a previous government directive for the NIS to administer welfare pensions
· Investment of NIS Funds
· The effect of a less than 100% coverage ratio 
Press releases on each of these queries were issued.Effectively the process of public education was well underway by the time that Reform was complete and a formal Report presented to the social partners and the government in the annual National Consultation on economic plans.  

7.
Post Reform Program of Public Education

With Reform actually going into force the necessity arises for public education in the details of the effects of Reform on the national pension scheme. The public needed to be reminded of the reasons for Reform and how they would benefit from Reform. 

The first task was to deal with misconceptions arising in the mind of several members of the public concerning some of the changes taking place. A program of dispelling the worse cases was embarked upon.

The program was dubbed “Myths and Facts”. The first stage dealt with a misunderstanding of the new facility permitting early and late retirement.

 The process is a slow one. Clarification of one issue can lead to overemphasis on that particular element to the detriment of other aspects of the social security system. The NIS has to maintain a  balance of information on  the different benefits provided for the population. 

8.
Business Structure / IT


Some of the changes brought by Reform could be relatively easily  accommodated within the current system. However other changes, particularly where the phase-in of new benefit formulas were required, presented greater challenges. 

An intrinsic aspect of the new Strategic planning process was the  determination of functionalities to be provided by the IT system to meet the strategic objectives hammered out by the management team. The conclusion was that a new system rather than a simple upgrade was what was necessary.

A provider was shortlisted and a joint team set up to program all the applications and decide on the hardware to be purchased. The entire system is being replaced by a new set of applications. A modular approach was used in light of the increased complexity introduced by the benefit changes. 

Data access is being improved and a program of data clean-up is virtually complete. At the present time intensive training and review of the basic completed sub-systems are being carried out.

9.
Staff Training Issues

The challenges to be faced in this area are becoming well known.

 Existing staff would have established well-worn procedures for administering contribution collection and benefit adjudication. In certain areas changes would not be onerous to apply. However sifting out those which have to change to achieve the desired efficiency within the new IT system is not always a straightforward task.

Resistance would invariably be encountered in some areas if not generally and it requires a determined but sensitive approach to anticipate and dissolve such resistance.

Some of the changes brought by Reform require an understanding of the principles to apply without frequent errors. Staff members would be called upon to be more versed in national insurance benefit administration.

The staff will also have to deal with a public that might need more explanations than was previously the case. The rationale for certain changes  may need to be explained.

In anticipation of the degree of change to take place the NIS has begun a soft skills education program to ease the process of adjustment and the inevitable strains such a process imposes on the human psyche. 

10.
Conclusion


In the final analysis the NIS recognizes that the only resource is the human resource. The National Insurance Department has to keep in mind that it serves the public and is in existence through the needs of that public.

Equally its staff and expert providers of systems must be a part of the care it exercises if the principle is to really work. Recognition of interdependence becomes a critical factor in the successful development of a system which has no real precedents.

The public expects the best and the NIS is determined not to disappoint. The NIS also recognizes the greater reality in the context of the socio-economic framework in which it operates. 

The stated vision of the National Insurance Department of Barbados  is to be no less than the best social security system in the world. This is the way to excellence.

Richard A. Nunez

Consulting Actuary

National Insurance

Barbados

November 2003

