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FOREWORD

The core responsibility of every government is to ensure adequate social protection
for the citizens. Social protection may take various forms but, generally speaking, it
refers to the support provided in the form of income or benefits to the poor,
vulnerable and socially -excluded in society with the aim of enhancing t heir capacity
to protect themselves against social and economic risks such as loss of income,
iliness, death, and other such contingencies. Thus, social protection embraces both
social security and social welfare policies and measures such as social assiance for
the elderly, support for children and the disabled, as well as interventions aimed at
empowering individuals or groups to earn income through employment or
self-employment.

The majority of Africa's nearly one billion people live in poverty, desti tution and
squalor. Africa's poor and destitute are mostly found in the rural areas where they
are engaged in agriculture and other informal economic activities. Many of them
rely on the complex traditional social network for social protection. But the
continued weakening of extended family support in the face of harsh economic
realities as a result of necliberal globalisation and rapid rate of urbanization means
many people including children, the elderly and the disabled, are left to struggle for
survival. Today, after many years of relatively high economic growth in Africa, the
majority of the African people still lack social protection. In most African countries,
social protection exists for only a tiny fraction of the population working in the
formal segment of the economy including those employed in the public sector and a
few others in the private formal sector. Thus, the sections of the population who
desperately need social protection are those who do not have access to it.

Public officials are often ready with answers such as "we do not have enough
resources to provide social protection”. But recent studies have shown that every
government, including those in Africa, can provide social protection for the most
vulnerable people in society - children and the elderly, if they get their priorities
right. It is also well known that governments never get their priorities right if civil
society is apathetic about the public choices made by their governments. In societies
where civil society organizations can pile up pressure on governments public
choices are made according to the needs of the society. This is where the role of
trade unions becomes crucial.

In almost all African countries, the trade union movement is among the most visible
civil society org anizations with some amount of leverage on public policy choices.
Unions must, therefore, ensure that a significant portion of public resources is
committed to the provision of social protection for the most vulnerable in society.
The ILO Convention 102 (1952)- the Social



Security (Minimum Standards) Convention 102 (1952) provides a good guide for the
provision of social protection. Unions must join hands with other civil society
organisations to ensure that social protection becomesa priority for governments
across Africa.

Before trade unions can shift the attention of government to social protection issues,
they should first be adequately informed about the situation on the continent with
respect to social protection. This study, which is based on information from ten
African countries, provides the information and the lessons required to kick -start
trade union campaign to ensure that social protection becomes a priority for
governments in Africa. Through this study, the ALRN is ca lling on all trade unions
to lead the campaign for the adoption of the Social Protection Floor (i.e., access to
essential services such as water, food, health, sanitation, education and basic income
for poor households). It is important to underline the fa ct that the only way to
ensure social protection on a sustainable basis is to create the conditions for decent
work, particularly for the youth and women. Decent jobs guarantee adequate
income for workers and their families and, thus, reduce poverty and vu Inerability.
Therefore, as part of the efforts to ensure the provision of adequate social
protection, unions must work with their social partners to create the conditions for
decent work.

To the researchers in the African Labour Research Network, | say the publication of
this book should not be the end of the process which started almost three years ago.
You have to assist the trade union leaders in your countries to engage their social
partners so that, collectively, we can make social protection a priority issue in
Africa.

Anthony Yaw Baah
Deputy-Secretary of Ghana Trades Union Congress &

Founding Member of the African Labour Research Network (ALRN)

Accra, Ghana
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ABOUT THIS BOOK

From literature review, research and practice, the evolution, meaning and scope of
the concept of social protection could seem varied and wide. However, whether

from different ideological constructs or sheer pragmatism, there seems to be a
convergence in describing social protection as a human right. As this book has ably
elaborated, multi-lateral political platforms s uch as the United Nations and more

specifically the ILO have acknowledged and now locate social protection in a

broader context that underscores the need to reduce poverty and inequalities in

society. Social protection has thus been refined and even proven to actually

generate growth, accelerate human development, and deepen social justice. This
book adopts such a broader conception.

The adoption of the Declaration on Social Justice br a Fair Globalization at the
International labour Conference (ILC) in 2008; the approval of Social Protection
Floor (SPF) by UN Chief Executives Board as one of its joint crisis initiatives (with
the ILO and the WHO as lead agencies) in April 2009; the adoption of the Yaounde
Tripartite Declaration on the implementation of the SPF at the ILO's Second African
Decent Work Symposium in October 2010; the strong support of the SPF at 2
World Congress of the International Trade Union Confederation (ITUC) in
Vancouver, Canada, in June 2010; and the endorsement of the SPF as part of the
ILO's two -dimensional strategy at the 100" ILC in June 2011 are all pointers of
global consensus on social protection. In addition, continental, regional and national
policy frameworks are all embracing social protection as an instrument for
achieving sustainable human development.

In all of these, the challenge to trade unions as key advocates in advancing the cause
for social justice is to remain ideologically resolute in charting a course that would
ensure that beyond multi-lateral continental, regional, and national policy
proclamations, real and sustainable action on social protection is realised.

This book, therefore, is an added contribution to such global efforts. The book is
written not only to provide empirical undertakings on social protection in the
eleven SubSaharan Africa (SSA) countries, but also to deepen social dialogue and
consolidate sustained action on social protection by trade unions working together
with other progressive forces.

The book has four main chapters. Chapter one is a foundation chapter that lays an
overview of the social protection schemes in Africa, focusing on the types, main
features, legal and institutional framework, form of reforms and challenges hitherto,
the role of trade unions and the comparison of the schemes in Anglophone and
Francophone countries. Chapter two is an analysis of the social protection schemes
based on the differences and



similarities of the eleven countries’ case studies in terms of coverage,
administration, number and type of contingencies, financing and benefits. Chapter
three illuminates the best practices on social protection arising out of these case
studies while Chapter four contains the actual eleven individual country case

studies on Benin, Botswana, Ghana, Kenya, Malawi, Namibia, Nigeria, South
Africa, Tanzania, Zambia and Zimbabwe. To retain the originality of the case study

from Benin, the report was published in French.

As has been the practice in the ALRN, the production of the country case studies
was largely consultative and participato ry. In that regard, the proposal to undertake
such a project had the blessings of the African trade union leadership at the ITUC
General Council in September, 2009, in Lome, Togo. The key methods used in data
collection were largely document review and qua litative primary data through
interviews. Much of the research work was done between January and June, 2010.
This was followed with a rigorous validation progress review workshop in August,
2010 in Windhoek, Namibia. This then culminated in a final product in
September/October, 2010. Suffice to mention that the country case studies also
underwent quality assurance through meticulous editing and peer review.

Editorial Team

Trywell Kalusopa - Editor -in-Chief (Gaborone, Botswana)
Rudi Dicks (Johannesburg, Sath Africa)
Clara Osei-Boateng (Accra, Ghana)



BOOK PEER REVIEW

By
Viviene Taylor

The book, Social Protection Schemes in Africa edited by Trywell Kalusopa, Rudi Dicks and
Clara Osei-Boateng is an important contribution to policy discussions on social protection in
Africa. Written in the midst of one of the most severe global economic and financial crises, it
provides an overview and description of social protection in Africa and highlights the
challenges experienced in providing such protection drawing on 11 country case studies (the
eleventh- Benin chapter is published in FrencBach chapter of the book has a specific focus and
together all the chapters leave one with the idea that social protection measures in their current
forms and in a global context of increasing unemployment, poverty and inequality are
inadequate. Reflecting on the significance of social protection in the context of global insecurities
arising from workers exposure to new risks and vulnerabilities, this book reinforces my own
analysis that in Africa we need to promote rigorous discourse on how to shift social protection
paradigms to better respond to histori cal and contemporary challenges on the continent.
Shifting social protection paradigms must form part of a critical agenda for the 21 st century in
Africa.

Tracing the influences of colonialism and the resilience of the Bismarkian heritage on social
protection schemes in Africa, chapter one provides an overview of the types, main features,

legal and institutional framework, form of reforms and challenges experienced in African
contexts. The significance of the role played by trade unions is highlighted. Alt hough the book

does not make explicit the breakdown between the traditional nexus of social security, especially in the
form of contributory social insurance and formal employntkeatsection on the economies of Africa

does reflect the extent to which the past 30 years of neecliberal policies have made decent
employment a rarity on the continent. The insecure context in which most new jobs are being
created in the informal economy where earnings are low and workers are unable to contribute to

social security schemes comes across in all chapters.

Each chapter and all the country case studies indicate the trend of rising informal employment
and the declining social security coverage of workers in this sector as a result. Changes in global
employment patterns and production chains have had significant impacts on workers. Among
these impacts are declining paid work opportunities for new job entrants and significant
declines in labour absorption rates, casualisation of work especially in sectors where females
dominate, declining health and safety measures and the whole arena of work becoming
precarious. Low employment trends in Africa expose huge gaps in social protection coverage
between the formally and informally employed.

Reinforcing patterns of youth, female, spatial and class based forms of exclusion from
mainstream economic activity such trends must point to the need for rethinking of social protection
paradigmsAs pointed out in the book for the whole of Sub -Saharan Africa the average coverage

rate is approximately 6 percent compared to the global average of 25 percent (Forteze et.al,
2010). In this contextit is critical for the policy discourse to emphasize new social protection directions
not just based on reform of existing systems but importantly enntied for national and continent wide
policy consensus on a social protection floor below which no citizen should fall.

Chapters and country cases in the book also highlight the emergence of alternate informal
systems of protection that individuals and g roups are developing to mitigate risks and respond
to acute poverty. The erosion of family and related support systems as societies modernise and
workers become more mobile and migrate within the region weakens informal systems of
solidarity and highlights the need to rethink how we address issues of social provision and put
into place protective guarantees. The scale of insecurity arising from structural fault lines in our
social and economic systems means that risk pooling through mutual funds and other
communal strategies may address crises in the short term but are inadequate for chronic,
intergenerational cycles of poverty. Moreover such informal arrangements are inadequate



without complementary measures to address basic needs and cannot be sustained vithout
significant government and international support. As more workers are pushed into informal
small, medium and micro enterprise development on their own accounts, those who are left out
of such activity will continue to experience multiple deprivation s and will not experience the
benefits of even limited economic growth. Deliberate policy choices need to be put on the
agenda of countries in Africa to address mass based poverty, unemployment, malnutrition and
other livelihood insecurities. Such policy c hoices should focus on both reform of existing
systems as done in this book as well as on the progressive realisation of social protection of all
those currently excluded. Policy options for inclusive social protection can be designed
according to country specific contexts in a developmental manner within a nationally and
regionally agreed agenda that ensures measures are put into place that will mitigate risks,
reduce poverty and provide distributive justice for those in extreme deprivation.

Chapter 3 of the book includes a trend analysis of employment and unemployment in
Sub-Saharan Africa estimated at 8.2% in 2009 (ILO, 2010:24). Significantly the chapter highlights
the extent to which aggregate estimates mask one of the highest rates of underemploymentand
concern that a significant number of workers live in poverty and are categorized as "the working
poor". The trend of increasing numbers of working poor is likely to continue given the ILO's
estimate that vulnerable employment as a share of total employment is likely to increase from
about 75% to approximately 80%.

Typical work based social insurance measures or existing means tested government social
assistance provision for designated vulnerable categories of people such as the elderly, children,
disabled people and orphans are meaningless in contexts in which upwards of 40 percent of
most people live in chronic poverty. In such environments market based systems are only able
to respond to the needs of the minority who have permanent employment. Most co untries on
the continent have a combination of market, state and community based social protection
systems. The number, coverage and sustainability of these systems are determined by a range of
factors including sustained job creating economic growth, social stability, administrative and
bureaucratic accountability, transparency and state capability.

This book puts the plight of the working poor and those who are experiencing multiple
deprivations on the policy agenda. It serves to remind us of the policy choices that are being
made when it comes to addressing the needs and conditions of those who live in destitution and
those at risk of falling into deeper poverty. It also helps to focus attention on how countries in
Africa adopt policy options designed wi thout regard to the historical and political economy
contexts of the region. The question that policy advocates need to engage with is why despite
evidence of increasing poverty, unemployment and inequality countries in Africa are dependent
on following a path that will not redress imbalances.

While social protection measures have an important role to play in promoting the well being of
those who are experiencing the worst forms of poverty, such interventions must be
complemented by wider social policy mea sures designed to address health care, education and
other forms of asset redistribution. Addressing both structural poverty and risks experienced
through a lifecycle approach means that new directions in social protection are needed. Such
new directions, led by progressive labour unions and broader progressive civil society
organisations need to advance an agenda that do not only reform existing systems but addresses
the underlying causes of inequity and poverty.

Shifting the social protection paradigm wi thin an inclusive social policy process requires a focus
on both the working poor as well as those who are excluded from economic activity and who
are vulnerable. It is only through such processes that existing systems designed to reproduce
inequalities and generally reinforce existing power imbalances can be changed. At national and
regional levels it is important to develop frameworks that place at the centre values, principles
and norms that promote equity, ensure the reduction of poverty and social ineq uality and that
make unaccountable systems of administration transparent, accountable and efficient.



As discussed in chapter 3 of the book some countries use a constitutional mandate to ensure
social and economic rights of citizens are 'justiciable’. Souh Africa's Constitution for example
ensures the right to social security. However, even in contexts where rights



are expressed through constitutional and policy mandates it is necessary to clarify what such
rights imply in the form of entitlements. Without clarity on what people have a right to and
how such rights translate into specific entittements or endowments it becomes difficult to push
a social protection agenda that builds the capabilities of workers and those outside of the
workforce.

Countries in the region need to develop society wide consensus on what should constitute a
social minimum or floor below whic h no one should fall. In highlighting the many challenges
facing countries in the region as they attempt to expand social protection the book emphasises
the role of unions and the role of governments as important. Undoubtedly for labour unions,
governments and the private sector a continuing challenge in the 215t century has to be how we
understand the notion of work, whose work has value and under what conditions.

At another level debates on social protection within a transformative agenda must push to the
fore the idea that all workers, those in the formal sector, the informal sector those who are
unpaid and who are eking out an existence in precarious conditions, should be protected. In an
era of great affluence as a result of globalising forces it is unconscionable that theffsaataong policy
choices remain that of setting the need of one group of the poorest workers against anqttsercgras
those in the informal or survivalist sectorhis book adds value by sharing research based
evidence, knowledge and the consequences of certain social protection choices. In its focus on
existing measures it illuminates starkly the needs of the majority who remain outside any forms

of protection.

NPl

Prof Viviene Taylor

Head of Department, Social Development
University of Cape Town, South Afr ica 28
February 2012



CHAPTER 1

FOUNDATION CHAPTER: SOCIAL PROTECTION SCHEMES IN
AFRICA

By
Kwabena Nyarko Otoo & Clara Osei-Boateng

Introduction

Social protection consists of a set of benefits provided by the state, the market or a combination
of both to individuals or households to mitigate possible hardships resulting from reduction or
loss in income. The reduction or loss of income may be the result of sickness, maternity,
employment injury, invalidity, old age or death. Social protection could be a social security or
social assistance. While social security is usually provided through social insurance
programmes, social assistance comes in the drm of state sponsored social benefits to the
citizenry.

Social protection is recognized in several international, regional and sub-regional instruments
as the right of every individual which is crucial in the fight against poverty. Article 22 of the
Univ ersal Declaration of Human Rights and the International Labour Organisation (ILO)
Convention 102 of 1952underscores the importance of social security. Social security is part of
the global ILO strategic policy framework for a decent work. The Regional Str ategic Plan of the
International Trade Union Confederation (ITUC) Africa Region - has also identified social
security and social protection as key areas that labour movements in Africa must focus to
improve the welfare of the labour force.

Social protection is primarily concerned with the prevention of poverty among different
population groups that experience reduction or loss of incomes in their life -cycle. As
individuals grow old, they experience different patterns of income and expenditures. This
results from the fact that individuals vary their economic behaviour with age. Young adults
tend to increase their participation in the labour market. With good human capital and jobs,
they are more likely to earn more than they expend. As they grow older, adult s are more likely
to decrease their participation in the labour market leading them to experience reduction or loss
of income. And children who ought not to work have need for income as well. This means that
at different ages within the life -cycle, individ uals go through different patterns of income and
expenditure. These patterns often lead individuals to go through a life -cycle of surpluses and
deficits. And every society must decide how the deficit is financed.

As in the rest of the world, African societ ies have traditionally relied on the extended family
system that took great responsibility of caring for children, the aged and the infirm. In the era of
globalization and urbanization, the extended family system has weakened considerably and is
no longer capable of shouldering that burden. At the same time, modern forms of social
protection introduced in many African economies have excluded large proportion of the
population in need of such protection. This is explained by the exclusive reliance on
contrib utory social insurance (social security/pensions) as the mechanism for delivering social
protection. On the average, mandatory social security reaches less than oneenth of the
labourforce in Sub-Saharan Africa. And the coverage rate continues to deteriorate particularly
after the 1980s. Noncontributory pensions are only a novelty in Africa. Social safety nets
programmes are implemented on a smaller scale and in ad hoc fashion, usually to address
pressing social problems.



This section reviews the state d social protection in Africa. It looks at both contributory and
non-contributory schemes. It does this by examining the types of social protection systems
available, their financing arrangements and the benefits offered.

The Economies of Africa and Socid Security

In the past three decades, African economies have been subjected to rigorous economic and
social policy experiments. Beginning in the early 1980s, economic and social policies have gone
from the rubrics of structural adjustment to poverty reduct ion strategy and then to the Heavily
Indebted Poor Country (HIPC) initiatives. These programmes share one thing in common: they
are premised on the notion that the market mechanism works better for economic growth and
that growth is good for jobs and for h uman development, including poverty reduction. Specific
policy measures that have been implemented as part of these economic programmes have
included trade liberalisation, financial sector reforms which have included liberalisation of
external payment, wit hdrawal of the state from economic activity and the heavy deployment of
market forces.

The growth response to these set of measures have been anything but spectacular. The
promised high growth that was to accompany these policies has failed to materialize . Overall,
Sub-Saharan Africa (SSA) achieved what can be called modest growth rates. For the period 1997
to 2007, SSA registered average growth rate of 5 percent, only increasing marginally to 6 percent
between 2006 and 2007 (World Bank, 2010). In spite ofthis growth, the hope of a trickle down
did not occur. Large numbers of Africans continue to face dehumanizing poverty. The World
Bank estimates that at the end of 2007, more than half (50.9 %) of the African population
subsisted on less than US$1.25 a da and nearly three-quarters (72.9 %) of people in
Sub-Saharan Africa live on less than US$2.00 in a day. In absolute terms, the number of Africans
in extreme poverty has increased from 297.51 million in 1990 to 388.38 million in 2005 (UN,
2010). Added to these numbers, the recent food crisis (200709) is projected to increase Africa's
poor population by about 4 percent (Ilvanic & Martin, 2008). The Global Financial and Economic
Crisis is also estimated to throw a further 7-10 million Africans into poverty. Figure 1, shows the
poverty headcount ratio at $2 a day as a percentage of the population in selected SubSaharan
countries.

Figure 1: Poverty headcount ratio at $2 a day (as a percentage of population)

Poverty headcount ratio at $2 a day (PPP) (% of
population)
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Source: WDI, various years

Different population groups face different risk -mitigation possibilities and are therefore affected
differently by poverty. The elderly, the population aged 60 and above face greater risk of
poverty than the rest of the population since they are more lik ely to be vulnerable to sickness
and disability. In Sub -Saharan Africa, the evidence is that households with older people tend to
be poorer than the general population. In a study of national poverty rates in 15 African
countries?, Kwakwani and Subbarao (2005) found that in all of the countries poverty rates are
higher in households with elderly people than those without elderly people. In nine of the
countries the difference was statistically significant while in six countries it was not. But there is
also significant poverty among other population groups in Africa. For example, the incidence of
poverty among young people (15-24) is estimated at over 70 percent. In Nigeria the incidence of

1 The countries included in the study were Burkina Faso,Cameroon, Ethiopia, The Gambia, Guinea, Kenya, Malawi, Nigeria and
Zambia.

poverty among young people was estimated at 93 percent in 1996 (WDI,2008/09).

For the elderly, access to pensions can make a big difference in mitigating their vulnerability to
poverty. But globally, access to pensions (contributory) is just around 25 percent and appears to
be falling everywhere (see figure 2). In Africa, however, less than 20 percent of persons aged 60
and above have access to any form of pension. In most countries on the continent, pension
coverage is less than 10 percent; the only exceptions are the countries that implement universal
old pensions that are non-contributory. For young people, the most sustainable way to address
poverty is to build their human capital and facilitate their access to decent employment. With
decent employment, young people can afford to enrol in contributory social security s chemes
and accumulate pension rights.

However, the past 30 years of necliberal policies have made decent employment a rarity on the
continent. Nearly all new jobs are being created in the informal economy where earnings are
low and workers are unable to afford to contribute to social security schemes. With rising
informal employment comes declining coverage of social security schemes. Most countries on
the continent operate contributory defined benefit schemes that are compatible with workers
who have employer-employee relationship (i.e., workers in the formal sector). These schemes
tend to exclude workers in the informal sector due largely to the fact that productivity level in
the informal economy is too low and incomes are irregular making it difficult for workers to
enrol in contributory schemes.



Apart from low coverage, pension schemes in SSA tend to offer very limited benefits to those
who are covered. Out of the 9 benefits stipulated in ILO Convention 102, most schemes in
Africa offer only three ben efits: survivor, disability and old age pension. Most Anglophone
African countries provide only old age pension and related invalidity and survivors' benefits.
Benefits in Francophone African countries expand beyond old age to include work injury,
family and child benefits. Most of the schemes also pay very low pensions, making it difficult
for pensioners to adequately smooth their consumption and protect themselves and their
families from the risk of poverty.

Social security schemes in Africa also face adhinistrative challenges. Oftentimes, political
interference and bureaucracy have rendered schemes inefficient to meet the needs of scheme
members. Improving administrative performance has also been difficult to meet. Meanwhile,
cost reduction and good record keeping are at the core of providing better services and
eliminating the opportunities for corrupt behaviour, but many schemes struggle to meet these
standards (Barbone & Sanchez,1999).

The exclusion of the informal sector from public social security schemes presents issues of
gender inequity and vulnerability. The informal sector in Africa is dominated by women and
young people. The proportion of females in informal employment is estimated at 57 percent in
Ghana, 65 percent in Benin, 58 percent in Malaw and 53 percent in Namibia (Baah, 2007). Thus
the exclusion of the informal sector amounts to denying women and the youth access to social
security. And obviously, inadequate protection for women and the youth expose them to
unmitigated risks that tend to push them into poverty which perpetuates throughout their
working life and retirement.

As most informal operators are excluded from coverage, they have evolved for themselves
informal arrangements for social protection. Traditional African societies have always relied on
kinship support in times of distress. Families, kinship groups and communities have evolved
strategies to meet life contingencies faced by other members. For example, mutual funds and
communal levies are common traditional forms of sharin g risks. Traditional savings
mechanisms (e.g. susu in Ghana and osusu in Sierra Leone savings schemes, commonly used in
other parts of West Africa) provide income which can be used in times of illness,
unemployment or maternity. However, most of these arra ngements focus on specific products
rather than broad coverage schemes. They thus provide very little protection for individuals
and families that face recurring life risks.

Pension reforms are relatively new on the continent. Nevertheless many countries have either
undertaken major reforms or are in the process of doing so. The key goal has been to expand
coverage by introducing tiered schemes that serve different groups (Ghana), changing financing
mechanisms - from contributory to non -contributory schemes (Lesotho), parametric reforms
involving changing the formula for calculating benefits (Kenya, Senegal and Uganda) and
introducing unified schemes for all workers (Zambia and Ghana). It is only in Nigeria where
structural reforms that change benefit calculations, administration and financing mechanisms
all at the same time have been seriously proposed.

Trade unions have played central roles in the administration of formal soc ial security schemes
on the continent. In countries such as Ghana, Sierra Leone, Kenya and Zambia where
administration of formal social schemes are governed by tripartite body made up of
government, organized labour and employers, trade unions continue to play major roles in the
administration of such schemes. Trade unions also feature prominently in the various reform
efforts as they protect the interests of their members and the generality of the workforce.
Through collective bargaining processes, unions in Africa have secured for workers benefits
that are not included in formal social security schemes. For example, workers have access to



severance (income protection in the event of unemployment), maternity benefits and work
injury benefits as a result of the efforts of unions.

Main Features of Social Protection Programmes in Africa

At independence, most countries in Africa established or inherited from the colonial
administration provident fund schemes that were limited to workers in the civil or public
service. These were later (in the 1980s and 90s) transformed into full pension schemes and made
mandatory for workers in the formal private sector as well. Most of the schemes that currently
exist in countries are contributory earnings -related defined benefit schemes. Few countries,
mostly in Anglophone Africa, have maintained provident fund schemes inherited at
independence. These include The Gambia, Kenya, Swaziland, Tanzania and Uganda.

For a majority of countries in Africa, social protection is modelled along Bismarck-type social
protection schemes where beneficiaries are expected to contribute and acquire pension right or
the right to use a given facility as in the case of health insurance. These schemes are the classic
social insurance schemes in which coverage is determined by ability and willingness to
contribute a proportion of one's income while in active service. The typical country in Africa
inherited and continues to operate a defined benefit scheme in which the formula for
calculating benefits is determined upon enrolment.

Social security is mandatory for formal workers (i.e., workers who have employer -employee
relationship) in most countries. Informal workers can enrol or participate voluntarily. The
mandatory nature of social security in Africa reflects the colonial legacy of the schemes. It also
reflects the practical necessity to ensure sufficient insurance against old age poverty.
Individuals faced with myopia (short -termism), liquidity constraints and imperfections in
capital and insurance markets can be expected to save enough for old age and other
contingencies including health, disability and unemployment. Governments then step in to
mandate compulsory savings in the formal social security contributions to prevent mass
poverty in old age w hich would then require fiscal allocations from the state. In the formal
sector, it is relatively easy and less costly to enforce mandatory and contributory social security
since formal sector firms are registered and can easily be identified. In the informal sector, the
situation is different and social security mandates cannot be easily enforced.

There are few countries in Africa mostly in the southern part of the continent that have
established the non-contributory schemes (basic pensions) that pays persion to all residents
who attain a given eligibility age, usually the mandatory pensionable age. There are eight
countries with this kind of basic pension including Botswana, Lesotho, Mauritius, Namibia and
Seychelles. Cape Verde, Liberia, South Africa and Swaziland also operate meanstested
pensions for a section of the elderly that meets the test.

Another important feature of social protection on the continent is that most countries maintain
separate programmes or schemes for civil servants and for workers in the private sector. Just
about 11 countries have integrated schemes for the entire workforce.



The Gambia, Ghana and Cameroon have partially integrated schemes; they maintain separate
schemes for the Armed Forces. For some countes such as Ethiopia and Malawi, the civil

service pension scheme remains the only scheme in the country. On the whole, nearly every
country in Africa has in place one form of social security scheme for employees of national, state
and municipal workers, the military, the police, teachers and workers of local government

authority.

For the most part, social security schemes in Africa maintain retirement age ranging from 55 to
60 years. Some countries have different retirement age for men and women and forworkers in
different occupations. In Togo, workers in state parastatals retire at the age 60 while junior civil
servants do so at the age of 55 years. The average for men in Africa is estimated at 59 while that
for women is 58 years. Nearly all the countri es have provision for early retirement age with the
average being 50 years.

The vesting period (the minimum years of contribution that qualifies one for benefit) differs
considerably among countries. The average is 15 years in Africa compared to the world average
of 16 years. The relatively low vesting period in Africa should be understood in the context of
the generally low life expectancy on the continent as shown in figure 2.

Figure 2: Average statutory retirement age by region
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In some countries, a survivor's pension is paid to the dependents of the deceased, if the
minimum number of contribution was met by the deceased. Depe ndents receive survivors'
settlement if the minimum contribution was not met by the insured deceased. Survivors'
settlement is usually a percentage of the full pension of the deceased depending on number of
years of contribution.

Countries in Africa also h ave different contribution rates. Rwanda and Liberia have the lowest
contribution rates of 8 percent wages. Ghana is among the countries with the highest
contribution rate, 18.5 percent of wages. The accrual rates of national pension schemes fall in
the range of 1to 2 percent. Some countries, about eight(8) in Africa, indexed pension payments
to prices while 2 countries indexed them to wages.

Table 1. Average minimum vesting period, average accrual rates, and earnings
measure by region

Number of
countries that Number of
Number Average Average use lifetime |countries that
of minimum accrual average use best/
Region countries vesting period rate earnings final earnings
East Asia and the Pacific 6 13 1.8% 3 3
Eastern E. and Central Asia 28 17 1.7% 10 2
LAC 24 18 1.2% - 17




MENA 12 13 1.6% 1 10

South Asia 8 16 2.0% - 2
Sub-Saharan Africa 18 15 1.6% - 18
High -income OECD 19 21 1.6% 16 3
|World 115 16 1.7% 24 54

Coverage Rates of Social Protection

Coverage rates can be measured before retirement using the proportion of the labour force
that is contributing to the scheme. It can also be measured using the proportion of the
elderly - those above the retirement- who are actually receiving retirement b enefits. Either
way, Sub-Saharan Africa remains the region with the lowest coverage rates in the world.

Social security in Africa covers only a minority of the workforce. Large segments of the
labour force remain outside the reach of social security and are also not covered by any
other forms of social protection. For the whole of SSA, the average coverage rate is just
about 6 percent compared to the global average of 25 percent (Forteze et.al, 2010). And the
coverage rate continues to fall for many countries as formal employment shrinks and
informality becomes the dominant form of employment. Mauritius has the highest
coverage rate in SSA with about 50 percent of the labour force covered. Cape Verde has a
coverage rate of 27 percent. All other countries have coverage below 20 percent with the
majority falling below 10 percent of the labour force.

Fiaure 3: Social Securitv Coveraae around the World (% labour force)
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The three main social security schemes in Benin cover about 13 percent of the population.
Coverage rate of the elderly follows the same trend; less than 20 percent of the elderly in Africa
have access to any form of pension. For most countries, pension coverage for the elderly is less
than 10 percent. In Ghana, for example, the national pensionscheme covers about 12 percent of
the labour force. In other countries in the SADC region such as South Africa, Lesotho,
Botswana, Namibia, Mauritius and Cape Verde, nearly all elderly people are covered by one
form of pension or another.

The low coverage of social security in Africa reflects the declining trend of formal employment
on the continent. As shown above, most countries in Africa adopted or inherited mandatory
contributory schemes at independence. These schemes (contributory) are based on the
asumption that as economies developed, more of the labour will secure employment in the
formal sector where productivity and earnings would be high enough to afford workers some
saving capacity. This would make it possible for the state to enforce social sewrity
contributions. This assumption was not only limited to countries in Africa. In fact, the ILO
Recommendations of 1944 was based on the idea that contributory social insurance could be
relied upon to expand coverage of social protection to all in need of such protection. The view
was that informal employment was transitory and that as economic growth proceeded informal
employment would diminish. Coverage of social security, it was anticipated, would follow this
trend of rising economic growth and formal sector employment.

On the contrary, the pattern of economic growth and employment over the last 30 years has
failed to follow this benign view. Economic growth has failed to pull the labour force into



formal employment. Informal employment has expanded in nearly all countrie s in Africa and a
significant majority of the workforce is trapped in low -productivity employment in the
agricultural sector. Overall, more than half of the labour force in SSA is in self -employment. In
some countries such as Ghana, Kenya, Burkina Faso, Njeria and Sierra Leone, nearly nine of
ten workers are employed in the informal economy. And far from declining, informality is on
the rise everywhere in SSA as nearly all new jobs are created in the informal sector. These
groups of workers earn very littl e that enforcing mandatory contributions on them appears not
feasible. But there are equally high earning workers in the informal sector who can afford to
enrol and contribute to any social insurance scheme.

The problem is that it is not only difficult b ut also more costly to enforce compliance when
people work essentially off the books. Unlike formal sector workers, informal sector workers
are "usually psychologically engrossed in their problems of immediate survival and thus
ill -motivated to provide for distant eventualities (Singh, 1994). As such, operators prefer to
invest liquidity in business or properties such as housing and land to guarantee continuous
income. For selfemployed persons, the reality that they would pay "double" contribution (i.e.
both employer and employee's shares of contribution) does not make schemes attractive.

Systems design has also failed to incorporate the necessary incentives to induce sel€ompliance.
Social insurance administrators appear uninterested in covering the large swathe of the
workforce who remains uncovered. Pension portability is almost non -existent in Africa. There
may be only one scheme or the legal framework restricts contributors to a particular scheme,
even where multiple schemes exist. Countries do not have the legislative framework permitting
contributors to carry benefits to another scheme. Given that the typical worker in Africa tends
to shuttle between the formal and informal sector, lack of portability and long vesting period
weakens incentives for voluntary enrolment.

Social Security Benefits/Contingencies

ILO Convention 102 defines nine (9) benefits to be provided by every social security system.
These are old age, invalidity, survivor's benefits (commonly referred to as pensions),
unemployment ben efits, maternity benefits, medical care (health insurance), employment
injury, family allowance, and sickness benefits.

Countries have traditionally relied on different mechanisms for providing these benefits. For
the most part, countries do not provide all these benefits at the same time; benefits are added on
as countries grow and become more prosperous. Old-age, invalidity and survivors' pensions are
the common benefits provided across Sub-Saharan African. Few countries mainly francophone
provide benefits such as work injury, maternity and family/child benefits through the social
security system. Middle income countries like Botswana, Mauritius, Namibia and South Africa
provide universal/means -tested pension schemes and other social assistance. Only SottAfrica
provides unemployment insurance for workers who become unemployed. Other countries rely
on employer-financed severance pay to ameliorate income loss associated with unemployment.

Pension/Retirement (Old age, invalidity and survivors' benefits)

As stated earlier, the average retirement age in SSA is 58 years for women and 59 years for men.
The average minimum contribution (vesting) period is 15 years. Workers who meet the vesting
period before reaching retirement have the option to retire early. Workers who retire early
receive nominally reduced pension. Individuals employed in certain hazardous work
environments such as underground miners, seamen and the armed forces are usually offered
early retirement at full pension. Full pension is paid in so me countries to any insured person at
the voluntary retirement age if the minimum contribution has been met. Insured persons who
do not meet the minimum contribution receive a refund of their contribution in lump sum or
monthly settlement.



Pension is paid in countries like Ghana and Nigeria at the statutory age regardless of whether
the beneficiary is still in gainful employment. But in Benin and Togo (and largely in
Francophone countries), complete retirement from employment is mandatory to access pension
benefits. Universal pension schemes often do not require retirement from employment. The
minimum age and contribution to be eligible for invalidity pension is usually shorter than old
age pension. Invalidity pension in some countries is converted to old age pension if the insured
meets the minimum contribution that qualifies one for old -age pension. Some schemes cover
occupational injuries only. For example, in Togo, an insured loses benefits if the injury occurred
outside the performance of the occupational duty.

Certain conditions, like the legal status of a widow(er) or age limits of dependent's children, are
required under most schemes in Francophone Africa. In most countries, the age limit for
children is 18 years. Higher age limit may be set for children in school, apprenticeship or the
disabled. In Benin, dependent children below age 19 (or 22 if still in school) receive survivors'
benefits. Niger social security laws make a distinction between half and full orphan in
determining benefits.

In some countries, a widow(er) must have been married to the deceased (and cared for him/her)
at least one year before the death, or must be pregnant for the deceased or must have been
mother of children of the deceased to be eligible for benefits. In most countries, a widow(er)'s
benefit ceases upon remarriage, usually with a final lump sum. The Kenyan National Social
Security Fund (NSSF), among other conditions, requires the widow(er) to be of "good
character".

The rest of the benefits listed in the ILO Convention 102 are usually mandated through the
labour laws of countries. The labour laws of some countries confer employment -liabilities on
employers mandating them to provide these benefits. For example, the labour Act 651, 2003 in
Ghana mandates employers to provide work injury benefit, paid sick leave and paid maternity
leave as well as severance pay to employees in case of redundancy. Also in Uganda, Zambia
and Zimbabwe, work injury benefits are statutory obligations of employers. Given that the
liability solely lies with the employer, some private enterprises insure these risks with private
insurance companies. We have discussed below how countries have typically dealt with these
other benefits.

Employment injury: The legislative framework on provisi on of employment injury varies from
country to country. In some countries employment injury benefit is an employment liability, but
others provide that under public social security schemes. In Ghana, Uganda and Zambia,
employers are mandated by law (Workma n's Compensation law) to provide compensation to
employees who suffer industrial injury. On the other hand, employment injury benefit in Benin,
Niger and Togo is shared between the employer and the CNSS.

Sickness: Sickness benefit is an employer liability in most African countries. Usually, the labour
laws of countries mandate employers to provide for employees paid sick leave and paid annual
leave.

Maternity leave: Like employment injury, maternity benefit is usually an employer liability or
covered under public schemes in different countries. In Ghana, Sierra Leone and Zimbabwe, for
example, maternity leave is paid by employer to female employees. In Niger, Benin and Togo,
on the other hand, maternity leave benefits split equally between the employer an d the national
social security schemes (e.g. CNSS). Some of these countries provide maternity grant to an
insured male upon the birth of a child, even if the wife is not insured.

Unemployment: Unemployment benefit is provided through social assistance pro grammes in
few countries such as Mauritius and South Africa.

Medical care: Ghana, Gabon, Kenya and Morocco have established comprehensive health
insurance schemes for all residents. The labour laws of some countries (e.g

2 In some of these countries, the employer would not be liable if the employee has not been engaged tor the minimum period prescribed by the law.
The CNSS bears hill responsibility tor payment of employment injur)' it the employee did not meet the minimum engagement period by the
employer.



Benin and Togo) mandate employers to pay some proportion of employees' (and their
dependents') medical bills. Under contributory schemes, certain categories of the vulnerable are
by legislation excluded from payment of premium. For example, in both Kenya and Ghana
children are covered under their guardians' subscription. People aged 70 years and above in
Ghana are also excluded from payment of premium. Health insurance schemes are usually
defined benefits. For example, the Kenyan National Hospital Insuran ce Fund covers every
ailment (within an expenditure ceiling and for a maximum of 180 days cover); but the National
Health Insurance Scheme (NHIS) in Ghana excludes some ailment such as HIV/AIDS, cancer
(except cervical and breast cancer) and dialysis for &ironic renal failure among others.

Malawi, South Africa and Uganda among few others provide free medical care through public
institutions. Community -based mutual health insurance schemes operate on limited basis in
some countries like Benin, Niger and Tanzania. In Rwanda, mutual funds covered over 75
percent of the target population in all provinces by 2008 (ISSA, 2008). Mutual funds or mutual
health insurance schemes are usually the initiative of community associations, cooperatives,
nongovernmental organizations or health care providers. These schemes usually target
operators in the informal sector.

Family Allowance: Family and child benefits are provided usually under limited schemes on
the continent. Benin, Niger and Togo for example provide family be nefits, child benefits and
maternity grants under the CNSS. In Botswana, Namibia and South Africa, family and child
benefits are meanstested social assistance to all citizenry. In some countries, family benefits are
mainly disability allowance to people w ho have in their care a disabled person.

Financing Social Security Schemes in Africa

The mandatory social security schemes in Africa are typically financed from payroll taxes with
joint contributions from employers and workers. As stated earlier, contribution rates range from

8 in Rwanda and Liberia to 18.5 percent in Ghana. The noncontributory pensions are financed
out of general tax revenues. Ghana has instituted 2.5 percent National Health Insurance Levy
(NHIL) on some goods and services to finance the NHIS in addition to premium from SSNIT
members and non-SSNIT members. In 2009, Gabon raised 30 million US dollars for health by
partly imposing a 1.5 per cent tax on companies handling remittances from abroad3. Gabon
health insurance scheme also raises revenue from taxes on mobile pbne companies to cover up
the economically inactive population. Universal schemes funded by employees' contribution

3 The Challenge of Improving Access through Effective Health Care Financing. A presentation by David B. Evans, the Director of
Health Financing Systems, World Health O rganisation at the Swiss TPH Spring Symposium on 5 April

require a highly formalized economy with effective taxation.

In countries where different forms of social security schemes exist, contributions may be
separate for each. South Africans aside occupational pension schemes pay 2 percent to enjoy
social security benefits under the Unemployment Insurance Fund. On the other hand the people
of Niger pay one premium of 17 percent which is shared betw een departments of old
agel/invalidity/death, family benefits and work injury. The SSNIT in Ghana pays to the NHIS on
behalf of its members, a premium of 2.5 percent of members' monthly contributions. NHIS
premiums from non -SSNIT members range between GHC720-GHC48 ($5.16$34.20).

Sub-Saharan Africa has the least expenditure on social security after South Asia. Generally, SSA
spends less than 2 percent of Gross Domestic Product on social security. The ratio of pension
expenditure to GDP stood at 0.1 percent for Ghana (1993), Niger (1992), Nigeria (1993) and
Zambia (1994}. Though the proportion of GDP devoted to pensions remain small, evidence
points to rising expenditure in most countries. The large numbers of individuals employed by
most African countries in the 1960s and 70s are now retiring and this calls for increased
resources to meet the pension promises made in earlier decades. Niger now devotes about 0.7
percent of GDP to pension expenditure even though coverage remains low and largely confines



to the public sector. Social security schemes supported by a few working people are not
sustainable. With the shedding of labour by the public sector and the failure of the formal

private sector to absorb more of the labour force, current contributions are incr easingly falling
short of what is required to meet current payout.

This creates fiscal imbalances that continue to deplete pension reserves in many countries.
Ghana's mandatory scheme has reserves of 9.4 percent, Namibia (0.4%), Ethiopia (1.4%), Chad
(0.5%) and Senegal (1.6%). These compare with 32 percent for Sweden ar2b percent for Japan
- economies with much older population. The provident fund schemes in Kenya and Tanzania
have reserves of 12.1% and 9.4% respectively, while Malaysia and Singapore have reserves of
55.7% and 55.6 percent respectively. The rising pensia expenditure is also explained by weak
administration and the associated high administrative costs (discussed below).

Table 2: Percentage of social security contribution in Selected African
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(%)

Algeria 17 7 10
Benin 10 3.6 6.4
Egypt 30 13 17
Ghana 18.5 5.5 13
Guinea 6.5 2.5 4
Kenya 10 5 5
Niger 17 1.6 154
Mauritania 3 1 2
Zimbabwe 8 4 4

Source,ISSAReport, 2009

Administration and Management of Social Security schemes

In most African countries, a public trust is established to manage public schemes. Examples
include the CNSS in most francophone African countries, the National Social Security and
Social Insurance Trust (NASSIT) in Sierra Leone and Social Security and National Insurance
Trust (SSNIT) in Ghana. The Trusts are usually selfgoverning with tripartite Board of Directors
made up of representatives from government, employers and organized labour. In some
countries like Kenya, an authority (Kenya's Retirement Benefit Authority) is established to
regulate the scheme. Ghana's National Pensions Law 2008 established the National Pensions
Regulatory Authority (NPRA) with supervisory role over the national trust, p  rivate trustees and
fund managers.

Board of Directors or a Regulatory Authority may only play oversight regulatory and
supervisory roles over the management of the schemes. In some countries, the Board of
Regulatory Authority does not take part in decisio ns concerning investment of the scheme
funds. They may only give broad directives. The Board or Authority makes recommendations
to the legislature for approval. They may have the power to periodically adjust values of
benefit.

Social security schemes arealso delivered through private establishments such as financial
institutions and fund managers. In some African countries, public -private partnership manages
social security funds. This may include management of mandatory individual accounts,
mandatory occupational pension and mandatory private insurance. For instance, the three-tier
pension law (2008) in Ghana establishes a mandatory occupational pension scheme (as second
tier) for workers to be managed by private fund managers.



Enterprise-based Provident Funds are usually managed by leaderships of local trade unions or
a team (of both management and employees) nominated by the contributors. Kenya has a
well -developed infrastructure of brokers, fund managers and insurance companies. Private
banking and non-banking financial institutions may provide social security products. These
products target specific contingencies such as death, illness or invalidity. Private mutual funds
are managed by nominated or elected trustees by the membership.

Administrative bottlenecks such as delay in processing claims and poor record keeping
characterizes many schemes on the continent. Poor administrative performance may have
varied explanations. Lack of incentive for the board has in some cases illmotivated
performance. Besides, nationwide coverage has led to extensive employment and considerable
expenditures on building and infrastructure. Public social security schemes are not excluded
from poor service delivery observed in many public institutions. Poor r ecord keeping has
resulted in difficulties for funds to track individual accounts or produce updated valuations of
their assets. The lack of adequate record keeping provides an opportunity for corrupt practices.
In some cases fake employment files have bea created to collect pensions.

High administrative cost remains a major challenge facing many schemes in Africa.
Administrative costs are higher in Africa than elsewhere in the world. In some countries as
much as onethird of contribution revenues are spe nt on administration. In Ghana, SSNIT's
annual expenditure is estimated at over 20 percent of current contributions, implying that for
every dollar of contributions received, 25 cents goes into administration. In 1995, the ratio of
administrative expenditu res to revenues stood at 13 percent for Uganda's National Social
Security Fund (NSSF), 18 percent for Tanzania's Parastatal Pension Fund (PPF), and around 40
percent for Cameroon's Caisse National de Prevoyance Sociale (CNPS). Administrative costs in
managing private schemes have rather been found to be relatively lower. Countries with
relatively low administrative costs spend about 10 percent revenue, more than 10 times higher
than European countries of similar size (World Bank, 2011).

High administrative costs are the results of a combination of factors. Low coverage reduces the
base and prevents economies of scale, making peitapita expenditure higher than usual. But
inefficiency plays a major role in the run -away costs. High administr ative costs in conjunction
with poor investment decisions lower the rate of returns making it difficult for pensions to pay
adequate benefits.

The impact of mismanagement of scheme funds is profound for provident fund or defined
contributions. Since provi dent funds entitlements are dependent on accumulated contribution
plus returns, misappropriation has higher implications for beneficiaries. Misappropriations of
scheme funds have happened due to lack of awareness of contributors. The end result has been
delayed payments of retirement benefits as well as low values of benefits.

In many countries, the key problem has been the interference of the government in the
management of the funds. Important decisions regarding investment of scheme funds and
management of assets have been the prerogative of national parliaments and governments. This
interference has been encouraged by institutional designs that give government control of
governing boards and the social security administrations .

Legal and Institutional Framework

Legislative and institutional harmonization is deemed necessary to eliminate fragmentation,
rationalize contribution rates and benefit entitlements, as well as promote portable benefits
rights (Baruti, 2008). However, most African countries lack comprehensive legal framework on
social security. In most countries social security has evolved as a colonial legacy without
adequate constitutional, legislative and institutional environment. Ratification of the ILO
Convention on rights to Social Security (102) still lags behind. For example, most countries have
not ratified the ILO Convention 102 and their constitutions do not recognize social security as a
fundamental human right.



Most schemes on the continent have fragmented policy environment. Differe nt policies guide

different schemes, leading to a plethora of laws. Kenya, for instance, has the Retirement Benefit
Act, 1997, the Retirement Benefit (Amendments) Act, 1998, the National Social Security Fund
Act, the National Health Insurance Fund Act, the Pension's Act and Pensions (Increase) Act

Also, legislative framework has been subjected to changes in political regimes. Acts have been
passed by different governments in accordance with their development agenda. In effect,
legislative or institutiona | interventions emanate without clear, central and coordinated policy
focus. In some cases, social assistance programmes stalls once there is change in the executive
and the legislative arms of government.

Most social security laws on the continent are discriminatory against operators in the informal

sector. Legislation on scheme contribution, for example, is usually formulated on the
assumption that every citizen has regular income. In Kenya, informal sector operators who do
not submit their health insurance premium on time face penalty. This provision is enforced

regardless of income irregularities in the informal sector.

Parallel Report to Committee on Economic, Social and Cultural Rights, Article 9 of the Covenant
(November 2007,Nairobi, Kenya)



Social Security Reforms in Africa

Most social security schemes in Africa inherited from colonial administration have
undergone reforms post independence, particularly in the last two decades. Many of these
reforms have focused on redesigning pension schemes, introducing health insurance
schemes or expanding coverage of existing schemes to operators in the informal economy.
Institutional and administrative reforms have also taken place in some countries.

In some countries, provident funds have been transformed into pension schemes to provid e
periodic benefits instead of the traditional lump sum. For example, in 1998, Tanzania
transformed its National Provident Fund (NPF) into full social security scheme, i.e. the

National Social Security Fund (NSSF). Earlier in Ghana, in 1991, the SSNIT Proment Fund
was transformed into a full pension scheme by a decree. Others are changing from
pay-asyou-go basis to fully-funded individual savings accounts.

The difficultly of expanding coverage of mandatory and contributory schemes to the
informal sector has also led some countries in Africa to introduce non-contributory social
pensions. Countries have also instituted large-scale cash transfer programs as part of the
poverty reduction measures. Since 2000, 34 African countries have instituted a total of 123
Cash Transfers programs. In 2004, Lesotho adapted a universal norcontributory pension
for all people aged 70 or older. Swaziland in 2005 introduced an old age grant for people
older than age 60. South African Department of Social Development in 2008 exended its
non-contributory old age grant to men aged 60 (from previous 65). Ghana, Mozambique,
Sierra Leone, Uganda and Zambia have initiated pilot programmes to extend cash transfer
to older people. The NASSIT of Sierra Leone is piloting a social assistace scheme which
delivers cash to the poorest elderly, and disabled persons aged 60 and older in selected
chiefdoms®. The Katete district in Zambia is also piloting an old age grant, providing
monthly benefits equivalent to US$15 to people older than 60 years. Uganda provides
monthly benefit to chronically poor older and disabled people

(ISSA, 2008).

Table 4: Number of Cash Transfers identified in the Review

Botswana 6 32
Burkina Faso 4
Burundi Cape and 1
Verde
Central
Republic

32

21
African 1
Namibia Niger
Nigeria
Rwanda S&o

Tomé

Principe

The programme has been running for the past Syears.

Congo 2 Lesotho Sénegal
Congo-Kinshasa (DRC) 2 Liberia Séychell
Céte d'lvoire 1 Malawi esSierra
Eritrea 1 Mali Leone
Ethiopia 7 Mauritius Sémalia
Ghana 1 Mozambique Sduth
Kenya 4 Africa



Sudan Swaziland Tanzania 52

Togo 386136119
Uganda 8

Zambia 123

Zimbabwe

Total

World Bank, 2011

Another area that has seen reforms is the provision of health care. In 2005, Morocco for
instance reformed its health care system by introducing payroll -based mandatory health
insurance plan for both public sector and private sector employees. A public fun d was
created to cover services for the poor. The reform doubled coverage from 16 percent to 33
percent. Other countries also made similar initiatives. In Ghana, for example, the National
Insurance Act of 2003 established a universal health insurance schere for all residents. Cote
DTvoire launched a pilot programme of a Universal Health Insurance scheme in 2004, but
has been stagnated by the civil war. In 2007, Nigeria with financial support from the Dutch
Government established a Health Insurance Fund (HIF) to provide medical cover to
low-income people. In the same year (2007), Gabon launched a health insurance scheme
targeting both formal and informal sector operators. Tunisia has established a uniform
system comprising basic scheme and operational complementary scheme (ISSA, 2008).

In some countries, attempts have been made to extend pension to self employed persons
and people operating in the informal sector. The SSNIT Pension scheme in Ghana
established a subsidiary Informal Sector Fund in 2008 targeting self-employed persons
especially those in the informal sector. A similar provision is made under the tier three of
the new three tier pension law passed in Ghana in 2008. Zambia has also reviewed its social
security laws to make self employed persons and operators in the informal sector eligible to
contribute.

Administrative and institutional reforms have also formed part of the major changes in
social security provisions in Africa. Libya has introduced vertical segmentation with
horizontal integration a t the municipality level, improving service delivery. In 2005, Senegal
and Nigeria established Regulatory Authorities to have oversight responsibilities for
pension provision. Algeria National Health Insurance Fund in

2007 introduced the electronic card to simplify administrative procedures and eliminate
paperwork. This has reduced claims reimbursement time from 30 to 5 days as well as
reduced operational cost. The NASSIT of Sierra Leone introduced a biometric registration in
2007 (ISSA, 2008).

At a conference held in February 2009 by Francophone West African countries in Cotonou
(Inter Africa Conference on Social Security Provisions (CIPRES), member governments were
charged to ensure social security is extended to the majority of workers operating outside
the formal sector. The proposed reform at the meeting has an overall objective to create a
National Health Insurance Fund, which will provide care benefits to indigenous persons
and operators in the informal economy. Through cash transfer, the proposed scheme aims to
mobilize partners and redistribute funds that have been acquired to workers in the informal
sector.

Trade Unions' Role in Social Security Schemes in Africa

Social security has in recent times occupied the agenda of trade unions in an attemptto
ensure social protection for their membership and the general public. In some countries like
Tunisia, trade unions have supported the need for wider social security coverage through
sensitization campaigns and educational roles (van Ginneken, 2002).



Trade union leaders participate in the governance of social security schemes as members of
tripartite Boards and or Regulatory Authority. In few countries as recently in Ghana, the
chairmanship of the Board rotates among tripartite partners such as governm ent, organized
labour and the employers'. Kenyan social security tripartite Board members appoint
management. However, this has not minimized some governments' interference in the
governance of schemes especially where appointment is done by the legislature. In some
countries, governments appoint Board membership.

Trade unions have through collective bargaining widened social security benefits to their
membership beyond the statutory mandates. For example, analysis of the GLSS5 (2005/2006)
data in Ghana shows that unionized workplaces have more benefits than non -unionized
workplaces. Some of these benefits as noted in the case of Ghana included medical care,
free/subsidized meals and transport as well as housing.

Trade unions have expressed concerns abouthe large segment of workers operating in the
informal sector excluded from social security provisions. This partly explains the focus to
organize operators in the informal sector and ensure extension of social security to the
sector. In Benin, workers and trade unions and the National Workers and Employers Union
(UNSTB) have initiated programmes to sensitize the public about the relevance of social
security. Elsewhere in Togo, the CSTT has established a mutual health support for women
in the informal economy (Fond d'Appui aux Femmes de Secteur Informal (FAFSI)). The
scheme provides medical benefits for women and their children.

Informal Arrangements for Social Protection

The large majority of Africans excluded from social security have mainly depended on
informal arrangements for social protection. Traditionally, most Africans have largely relied
on the support of the extended family to meet life contingencies. Parents depend on the
support of their children during retirement. Extended family members provid e for the aged
and the disabled, the sick and the unemployed members of the family, the new born child
and the mother, the orphaned and even the complete stranger (Kumado and Gockel, 2003).
However, growing economic constraints and urbanization have affect ed kinship ties and
ability for family members to provide support. More often, members of the family are either
too poor themselves or have other competing demands for their resources.

Mutual help associations have provided avenue for sharing financial ri sks among operators
in the informal sector. These associations are usually the initiative of community members
or non-governmental organizations. Based on insurance principles, contributors pool
resources together to meet life contingencies. The common beefits shared through mutual
associations among informal sector operators include medical care and funeral cost.

Traditional saving mechanisms have become important social security schemes. Although
these mechanisms are primarily microfinance savings and credit schemes, they serve social
security purposes, since the proceeds are also used to meet health care needs and
unemployment burdens, among others. Microfinance savings schemes are very common
across the continent. The rotating savings scheme termed 'ssu’ in Ghana, 'osusu’ in Sierra
Leone, 'eso dzodzo' in Togo, 'tontine' in Benin and 'upatu’ in Tanzania operates not only
among informal sector operators but also among formal sector workers.

Like formal sector schemes, informal arrangements face many chdlenges. The schemes are
usually founded on mutual understanding among group members without organizational
structure. Often times, contributors lose their saving to unscrupulous people who bolt away
with accumulated savings.

Social Security schemes in Andophone and Francophone Africa: Similarities
and Differences



By their nature as colonial legacies, social security schemes in Africa differ between the two
main colonial blocks, the Francophone and the Anglophone countries. The differences are
found in the design, legislation, benefits offered and administration.

The legislative framework of most francophone schemes excludes completely participation
of self-employed persons and operators in the informal sector. Membership of a scheme is
acquired through re gistration by a registered employer on behalf of employees. On the
other hand, many Anglophone Africa social security provisions allow participation from
self-employed and informal sector workers on voluntary basis. In practice, both
Anglophone and Francop hone schemes have high density in the formal sector due to design
compatibility of people with employment relationship.

Francophone schemes provide broad base benefits beyond the traditional pension (old,
invalidity and survivors) seen among Anglophone co untries. The schemes provide work
injury, maternity, family and child benefits. Payment of work injury and maternity benefits

is a split between the scheme and the employer. In some countries, this provision depends
on the period of engagement of the employee by the employer. Some Francophone countries
pay a lump sum maternity grant to an insured woman or the spouse of an insured person.
There may be different regulations among Francophone countries on requirement for
marital status and polygamous relations hip.

The criteria for eligibility for specific benefits also differ between Francophone and
Anglophone schemes. Unlike Francophone schemes, many Anglophone schemes do not
require complete retirement from work to be eligible for pension. Besides, occupatio nal
injury benefit is largely an employer -liability in Anglophone countries. However, work
injury benefit in francophone countries is covered under the public social security scheme.

Francophone schemes are regulated by a centralized body termed the CIPRES. The CIPRES
is made up of fourteen Francophone African countries including Benin, Burkina Faso,
Cameroon, Central African Republic, the Union of Comoros, Niger, Senegal, Chad and
Togo. The CIPRES serves as a regional regulatory body which makes proposals for reforms
to member countries. For instance, at a conference held in February 2009 by the membership
of the CIPRES, proposals were made to reform existing social security systems inmember
countries. On the contrary, no regulatory body exists to coordinate social security schemes
in Anglophone African.
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CHAPTER 2

ANALYSIS OF SOCIAL PROTECTION SCHEMES IN AFRICA

By

Try well Kalusopa

Introduction

The provision of social protection has become more relevant with the sharp manifestations
of globalization. Thus, as climate change, food and fuel price volatility and growing global
financial crisis threaten progress towards the Millennium Development Goals (MDGS) in
Sub-Saharan Africa (SSA), there are increasing calls for new and expanded social protection
schemes. t is thus evident that most governments in SSA continue to pursue policy
initiatives in providing social protection to impact on poverty reduction and consequently
attainment of the MDGs. However, in the current socio -economic context, the dependency
burdens of the vulnerable, old, and unemployed youth have continued to increase the
pressure on an already weak support system, which is heavily shouldered directly by the
working class. The national revenue bases are continually narrowing and hence the safety
nets capacities are being overstretched.

The case studies reviewed in this book shows that social protection patterns that have
evolved in Africa over time have little comparative distinctions. The countries under study
reveal that social protection schemes have evolved with these countries' socioceconomic
development over the years with clear traces of colonial legacy and practice. This section
thus presents an overview of these contrasts and similarities in terms of coverage,
administration, number and t ypes of contingencies covered, as well as financing and
accrued benefits arising out of the countries studied in Chapter 4.

Coverage of Social Protection Schemes

Across the country case studies, it is evident that the current context of social protection in
Sub-Saharan Africa is one based largely on the social insurance model and limited to the
provision of protection against the loss or reduction of income resulti ng from retirement,
disability and death. Within this context, coverage is restricted to workers in the formal
economy and only partial initiatives exist to extend coverage to informal economy workers
and migrant workers in need of social protection. This exclusion from social protection
affects a significant number of the Africa's population. For example, the case studies show
that despite Botswana being described as a middle income country, the coverage of the
social protection system is reactive, indirect, unsystematic, fragmented and hidden in the
various hidden expenditure of the State. It is tilted toward formal employment related
pension schemes which were said to be restrictive to the formal sector while the private
sector had poor coverage.

The informal sector and particularly domestic workers, as well as agricultural workers are
not well covered in the current social protection system. The government assistance schemes
seem not well designed to empower, educate and reintegrate beneficiaries through the
provision of skills to enable the poor to get out of the poverty trap. In Ghana, a major
challenge to pension schemes is also limited coverage. Pension schemes instituted in the
past have had only compatibility with workers in the formal sector who ha ve higher and
regular income. About 70, 000out of 88, 0760SSNIT active contributors were informal sector
workers by December, 2009.The SSNIT Informal Sector Fund with designed compatibility



with income patterns in the informal sector had 68,000contribu tors by June,2010.The same
can be said of Kenya, where the system privileges employees and employers who can make
periodic contributions to the social security schemes and discriminates against certain
categories of employees such as casual workers and thers in the informal economy where
the majority work.

In Malawi, very little has been done so far to provide social protection to the vulnerable
population. The country does not have any national social security scheme which could
provide coverage to those in need. The few interventions which have been carried out by
both the state and other stakeholders are projectbased and have mainly been targeted,
hence subject to errors of exclusion and inclusion of beneficiaries. Currently, there is no
operational legislation to guide the establishment of a national Social Security fund. The
country has not yet ratified Social Security Convention 102.In Namibia, the first noticeable
aspect when it comes to social protection is the disparity present between male andfemale
registration. There are a proportionally larger amount of males registered with Social
Security Commission (SSC), compared to women. The reason is that there are a higher
proportion of men in formal sector employment than women. Women are often bei ng
relegated to the most vulnerable positions such as cleaning, domestic work etc. Moreover,
urban registration is higher than rural registration. The majority of registration facilities are
sited in urban areas. Urban registration for both males and females is 72.1 percent while
rural registration for both males and females is 27.9percent.

In Nigeria, the current law that provides for old age, disability and survivor's benefit under
the 2004 Pensions reform act with coverage of 100%for all federal publi c-sector employees
(including the military), public -sector employees in the federal capital territory, and
private -sector employees working in firms with five or more workers. Based on this Act, the
coverage excludes public-sector employees in state and Iaal governments, judges,
diplomats, non-citizens, selfemployed persons, the clergy, private-sector employees
working in firms with fewer than five workers, and employees within 3 years of retirement.
Like the other countries, the informal economy which co nstitutes about 60% of the
population is practically excluded together with the unemployed who form more than 20%
of the population from pension, maternity, health and housing. However, students from
tertiary institutions who form about 10% of the total po pulation have access to national
health insurance. By implication, it could be estimated that more than 67.6% of the total
labour force is not covered by the provision of the pension reform act. On the other hand,
the National health insurance policy cover age for students of tertiary institutions could be
as much as 100% medical treatment that does not require surgery or major medication. The
limit of access differs for different institutions, i.e. colleges of education, polytechnics,
universities, state and federal institutions have variable considerations.

In the private sector, there is some form of social security provisions for employees. For
instance, in the banking industry and many corporate organizations, medicals, maternity,
injuries and gratuity are some of the common social security facilities that are provided. The
National health insurance policy currently covers only the formal sector which is about 5
million people including students at tertiary institutions ( 6 -4% of the population). The
remaining population is largely covered through the informal social security scheme of
cooperatives, churches, mosques and community help programmes.

The multi -faceted and multi-sectoral nature of the South African social protection makes it
difficult to ac curately analyse the issue of coverage from a single perspective or standard.
There is not, for example, a national public pension system to analyse but rather a
haphazard private system with a host of measures and even public sector social security
coverage is bifurcated between tax-funded social grants and contributory funds. Lack of



reliable information on private sector coverage also complicates this task. The case study
attempted to illustrate how the South African social protection favours the formal sector.
Thus, using information from the Labour Force Survey, it has been calculated that less than
10 percent of workers in the informal sector were contributing towards a pension in 2008. It
has been observed that the capacity to save for retirement is sibstantially lower in the
informal sector compared to the formal sector and it is safe to conclude that specifically
targeted measures are needed to stimulate retirement saving by those participating in the
informal economy. This is similar to the pattern in Tanzania, Uganda, and Zimbabwe and
Zambia where only about 12% of the population is formally covered by the existing social
protection, mainly in the formal employment sector, with 88% of paid employees having
un-enforced or no social protection entitle ments.

Administration & Governance of Social Protection Schemes

All the countries understud y have some legal and policy framework that guide the
administration of social protection. Public trusts are usually established to manage public
schemes. Examples include Social Security and National Insurance Trust (SSNIT) of Ghana;
Social Security Commission of Namibia. The Trusts are usually self-governing with
tripartite Board of Directors made up of representatives from government, employers and
organized labour. In some countries like Benin, Kenya, Zambia, Nigeria, and Zimbabwe an
authority is established to regulate the scheme.

In most of the countries, Board of Directors or a Regulatory Authority may only play

oversight regulatory and supervisory roles over the management of the scheme. In some
countries the Board of Regulatory Authority does not t ake part in decision concerning
investment of the scheme funds. They may only give broad directives. The Board or
Authority makes recommendations to the legislature for approval. They may have the

power to periodically adjust values of benefit.

Social protection schemes are also delivered through private establishments such as
financial institutions and fund managers. Most of the organisations do not manage their
pension fund investments directly but place these in the hands of professional fund
managers who invest these funds in a variety of ways, using appropriate financial
instruments taking into accounts low risks on the financial markets. In some African
countries, public-private partnership manages social security funds. This may include
management of mandatory individual accounts, mandatory occupational pension and
mandatory private insurance. For instance the three tier pension law (2008) in Ghana
establishes a mandatory occupational pension scheme (as second tier) for workers to be
managed by private fund managers. Kenya, South Africa, Nigeria and Botswana have
well -developed infrastructure of brokers, fund managers and insurance companies. Private
banking and non-banking financial institutions may provide social security products. These
products target specific contingencies such as death, illness or invalidity. Private mutual
funds are managed by nominated or elected trustees by the membership.

In terms of the role of trade unions in the governance structure of social protection schemes,
country case studies show that for the public sector such as in Zambia and Botswana, for
example, trade unions are represented on the board of the Public ServicePensions Fund.
Provident funds may be managed by leadership of local trade unions or a team (of both
management and employees) nominated by the contributors. Through representatives,
trade unions help in monitoring the remittance of contributions from emp loyers and
employees. They encourage scheme fund managers to invest contributions into ventures
that would bring immediate returns. They additionally encourage managers to review the

pension benefits upwards as well as monitor investments to see if they are productive or
not. The trade unions also entreat fund managers to find ways of reducing administrative



cost so that more money is spent on retirees. They also advocate the introduction of loan
facilities, medical and funeral service schemes for retirees.

However, the country case studies show that most of the implementation is fraught with an
assortment of challenges. In Botswana, the gratuity system/severance pay, though
recognized within Employment Act for contract employees, is fraught with complianc e
problem - no investment return is earned on accruing entitlements and recipients do not
save gratuity payments to provide future (pension). In Ghana, the SSNIT scheme is also
confronted with administrative challenges. The case study on Ghana reveals that the lack of
advanced technology at the Trust has resulted in double registration and other
administrative challenges. High administrative cost has raised public concern about
efficiency of the Trust. For example, SSNIT's administrative expenses for 2003,2004 and
2005 were equivalent to 92 percent, 83 percent and 64 percent respectively of total pension
benefits paid. Other challenges include, poor investment returns and low pension benefits
among others. Besides, government interference has in some occaens led to the use of the
pension funds for purposes of no direct benefit to contributors.

The social security protection envisaged under Kenyan laws does not recognise or make any
provision for vulnerable groups such as refugees, asylum seekers, internally displaced
persons etc. The National Social Security Fund and the National Hospital Insurance Fund,
which are the two statutory flagship national social security schemes that ought to be based
on the principles of affordability and solidarity as opposed to profit, have a lot of
operational problems. The legal framework governing social security in Kenya is elaborate.
The framework is based on relevant ILO Conventions, domestic labour laws and national
development policies and programmes. The country's social security interventions are also
anchored on a national legal and institutional framework: National Social Security Act (Cap.
258) and National Social Security Fund (NSSF). Interviews conducted on trade unions
revealed that workers are represented in the governance of the NSSF through representation
in the Board of Trustees. This is also true for employers and the Ministry of Labour. The
trade unions interviewed observed, however, that their interventions in influencing policies
on the provision of social security in the country is hampered by lack of or inadequate
statistical information on the mode of payment of the social security benefits and how the
rates of payment or benefits respond to changes in the economic fundamentals such as
inflation.

In Malawi, currently, there is no clear and comprehensive piece of legislation that guides the
provision of social protection to its citizens. However, the labour legislations do have some
provisions that have an element of social protection. Successful implementation of social
security in Nigeria like many other pro development initiatives has been bedevilled with
institutional weaknesses, paucity of data, poor planning, unstable funding and
maladministration and of course policy inconsistencies.

Uganda's social security and pension schemes face a number of bottlenecks and challenges.
It is evident that the existing arrangements are not responsive to the changing social security
requirement of Ugandans as well as the domestic capital formation challenges of the
economy. Although the NSSF is currently undergoing reforms, it is yet to regain the
confidence of the contributors. The unfunded Public Service Pension Scheme (PSPS) for civil
servants is also not meeting the needs of the pensioners and is bogged down wit arrears.
These problems have been exacerbated by the limited number of social security service
providers, the narrow range of benefits available to contributors and absence of national
regulator, all of which have compromised the efficiency and ability o f the sector to mobilize
and pool long term savings for economic growth and transformation.



In Zimbabwe, the intervention in assisting vulnerable groups with access to medical care
has failed to deliver, especially in the context of cost recovery. Involve ment of the relevant
stakeholders at all levels is also crucial to ensure that delivery reaches the needy, in an
efficient and effective manner. Overall, the whole Social Protection Programme needs to be
reviewed. A good example of synergetic relationships between government and the other
stakeholders in poverty eradication programmes is the example from South Africa where
government provides the policy framework, leaving the implementation to NGOs and other
stakeholders. Uganda, which has been able to susainably reduce overall poverty, is another
outstanding example.

In Tanzania, lack of regulatory authority impacts members of different schemes as there is
no established mechanism that can allow benefit rights of a member to be transferred from
one schemeto another. This has resulted in employees losing some of their benefit rights
when they move from one sector to another. While some schemes treat members' benefits as
privileges rather than rights the reverse is true to other schemes. Due to lack of proper
coordination and regulatory framework, there are instances where a member's right is
determined by the employer. In such circumstances the benefits that a member enjoys
becomes the employer's decision at his own discretion.

In Zambia, the relevant legislation governing social security in comprises the following
pieces of legislation: the Pension Scheme Regulation Act, 1996 (as amended in 2005), the
Draft National Social Security Bill, 2007; the National Pensions Authority Act, 1996, the
Public Service Pension Fund Act, 1996 and the Local Authorities Superannuation Fund Act.
The Pension Scheme Regulation Act, 1996 (as amended in 2005) provides for the regulation
and supervision of all pension schemes except the National Pension Scheme Authority
(NAPSA) and the Workers

Compensation Fund Control Board (WCFCB). As at 31 December2007, 237%ension schemes
were registered. In practice, aslLO writes, "it is difficult to regulate public pension schemes
in Zambia as there are conflicts in the laws" (ILO, 2008:35) Key conflicts are the composition
of the governing boards, submission of returns, period of actuarial valuation, portability of
benefits, investment of funds and penalties for delayed remittance of contributions

Number and types of contingencies covera by Social Protection Schemes
The Social Security (minimum standards) Convention 102 of 1952is the flagship of all ILO
Social Security Conventions as it is the only international instrument, based on basic social
security principles that establish worldw ide agreed minimum standards. This convention is
considered a tool for the extension of social security coverage as it is flexible in its
application and also calls for the participation of employers and workers in the
administration of social security schemes. The contingencies covered in this convention
include all the nine branches of social security which are; medical care, sickness benefit,
unemployment benefit, old -age benefit, employment injury benefit, family benefit,
maternity benefit, invalidity b enefit and survivors benefit. International Labour Convention
No. 102, 19520n social security (minimum standards), envisages that the social security
statistics of a country should cover at least (1) the contingencies and (2) the types of schemes
envisaged in 1952,namely -
(1) Contingencies relating to -

(a)medical care;

(b)sickness benefit;

(c)unemployment benefit;

(d)old-age benefit;

(e)employment injury benefit;



() family benefit;

(g)maternity benefit;
(h)invalidity benefit;
(i) survivors' benefit.

(2) Schemes should be organised or supervised under national law or regulations in
accordance with the following principles:

(a) social insurance, compulsory schemes as well as norcompulsory
schemes; the latterwithin the meaning of Article 6 of Convention No. 102;

(b) public service;

(c) social assistance.

In recent times, the ILO through the International Labour Conferences (ILC) and other UN
and Trade Union forums has asserted its role on social protection. Thus, for example:

3 In 2001, the conclusions of the ILC confirmed the ILO's mandate in social searity
and requested the ILO to launch a global campaign for the extension of social
security for all launched in 2003, and reaffirmed the role of social security as a basic
human right.

3 In 2008, the ILC adopted the Declaration on Social Justice for a Rir Globalization
which recognizes that the ILO has a solemn obligation to further among the nations
of the world programmes which will achieve the objective of the extension of social
security measures to provide a basic income to all in need along with all the other
objectives set out in the Declaration of Philadelphia.

3 In April 2009, the UN Chief Executives Board adopted the Social Protection Floor
(SPF) as one of its Joint Crisis Initiatives, with the ILO and the WHO as lead
agencies.

3 The ILO's Second African Decent Work Symposium in Yaounde in October 2010
adopted the Yaounde Tripartite Declaration on the Implementation of the Social
Protection Floor advising the establishment of a two dimensional strategy to increase
horizontal and vertical cov erage of social security.

3 At the 2nd World Congress of the ITUC in Vancouver in June 2010, trade unionists
gave a strong support to the SPF, instructing the ITUC to 'work with the ILO to
campaign for the extension of social protection to all, for ratification of ILO social
security conventions and for a basic social floor for all, including the adoption of an
ILO Recommendation on the establishment of a social protection floor set at a level
above the poverty line, and sufficient to provide reasonable living standards

3 The 100thInternational Labour Conference in June 2011 provided the opportunity to
discuss and endorse the SPF as part of the ILO's twedimensional strategy for the
extension of social protection on a global level

Over and above this, through the concept of social protection floor, the ILO and the United
Nations as a whole is now advocating the increasing coverage beyond this convention to
other sectors of the economy given the high level of informalisation of most of the
economies in the world including the SSA. Th e Social Protection Floor covers all guarantees
against reduction or loss of income in cases of illness, old age, and unemployment or other
hardships. It even goes beyond these benefits to include family and ethnic solidarity,
collective or individual s avings, private insurance, social insurance, mutual benefit societies,
social security, etc. (Excerpt from ILO Thesaurus, Geneva, 1991.) From the above, it is clear
that the definitions and scope of social protection are varied and wide; however, it is



imp ortant to note that there seems to be a convergence in describing the term as a human
right whiles acknowledging that in a broader context, social security does reduce poverty
and inequalities in society and actually generate and accelerate human development

Analysis of the countries under study shows that despite the fact that not all African
countries have ratified Convention 102, all do provide most of the listed contingencies
covered in the convention above. Most of the countries have, in fact, attempted or are in the
process of embarking on elaborate social protection programmes. South Africa, Botswana,
Namibia, Zambia, and Malawi already have a wide range of social safety nets that are in the
form of government assistance programmes. South Africa does provide employment
benefits. It is important to note, however, that the implementation of these contingencies
still remain a mammoth task. The case studies cited are confronted with problems such as
lack of financial and human resources, absence of an intusive framework that would
facilitate broader coverage of different sections of the population fragmentation of services
uncoordinated work by the different ministries and departments, lack of common and
standard definition of 'social security' ministries and departments formulating policies and
programmes that carry a very narrow understanding of the key components of a social
protection schemes, and lack of a policy and legal framework to enforce, inform and guide
the implementation of the different type s of social protection

Financing & Investment of Social Protection Funds

These various social protection schemes/programmes are financed from and/or by a variety
of sources. The government assistance schemes derive their funding from the taxgenerated
government revenue. The employment/occupational schemes are, on the other hand,
financed through contractual savings (employer and employee contributions). Both
employers and employees make monthly contributions into the fund as contractual savings.
Contribu tions' pension plans are financed both by employers and employees. The informal
social protection arrangements are largely financed through personal members'
contributions without any outside intervention and such contributions are not always
confined to money.

A major source of savings and a key driver of investment in a number of countries are social
security and pension funds. The Zimbabwe case study, for instance alludes to the Economist
(Jan2008)which reported Morgan Stanley to have estimated that pension funds world -wide
hold over US$20 trillion in assets, the largest for any category of investor ahead of mutual
funds, insurance companies, currency reserves, sovereign wealth funds, hedge funds or
private equity.

The role of the State is wellpronounced in Botswana, South Africa, and Namibia with an
elaborate universal social protection schemes financed mainly through tax revenues
complimented by formal employment related schemes which themselves are financed
through contractual pension funds for most organisations and some traces of informal
personal schemes through burial societies, for example. The State provides old age pension
universal coverage at low cost (annual direct cost of approximately P235m (US$ 34m) and
1% of total government spending), and supports the incomes of the elderly - but poverty
rates are still high.

In Zimbabwe pension funds account for more than 75 percent of the total investments on
the Zimbabwean Stock Exchange (ZSE) ad more than 50 percent of the total investments on
the property (real estate) market. Social security and pension funds can play a pivotal role in
economic development in Zimbabwe in a number of ways. These may be done through the
provision of funds as a source of working capital and provision of funds for infrastructural



development (financing of housing projects, construction of commercial properties,
etc.).Under the Public Service Pensions Scheme the employee contributes 7.5 percent of
pensionable emoluments towards the Public Service Pension Scheme while government
contributes 15 percent. The money paid is not invested as it is used to pay pension benefits
to those who retire from service. The other social assistance programmes in place are funded
wholl y by the government.

The NSSA National Pensions Scheme (NPS) is financed through defined benefits. This is
done through a scaled premium method, where equal monthly contributions are made by
both employers and employees. As of 1 May 2010 the new contribution rate by both the
employer and employee was as follows: 3 percent of basic wage/salary by employee and 3
percent of basic wage/salary by employer

Benefits from Social Protection Schemes

Across the case studies, the benefits are multifaceted and multi-sectoral in nature, and this
makes it difficult to accurately analyse the issues of benefits. Basically, the country case
studies indicate that the dominant social protection schemes are of three kinds: social
insurance, income maintenance and social assitance. The social insurance programmes
include provision of retirement pensions, disability insurance and survivor benefits
insurance. The insurance system is defined by statutes and serves a defined segment of the
national population. The income maintenan ce exists to ensure a guarantee of income in the
event of interruption of employment as in retirement, disability and unemployment. Social
assistance programme operates to support the most vulnerable groups in the society and to
enable them access basic neessities such as food, clothing, shelter and medical care.

In South Africa, the right to social security and social assistance (for those unable to provide
for themselves and their dependants) was included as a justifiable socioeconomic right
under Section 27 of the South African Constitution (1996). This right of access is however
limited to progressive realization in accordance with the state's available resources. In
Namibia, the promulgation of the Social Security Act ensures that all Namibians get an
equal share in the provision of social assistance benefits. The act is legally representative of
the fact that its contents are initiated and put into practice to ensure the smooth running of
the systems in place meant to necessitate the assistance of alamibians. The Social Security
Commission was thus put in place after the attainment of independence to fulfil the
missions of the different social assistance schemes as providers of income security in times
of crisis.

As all the case studies have shown, the pattern of social security provision in SSA reflects
historical colonial preferences and considerations. Over the years, new systems of organised
social protection emerged to support economic development. In that regard, there has been
a growing recognition of the need to provide some form of protection to other workers in
the organised sector which in most countries has led to the establishment of national
provident funds. These are compulsory savings schemes, financed from contributions paid
by employers and workers, which accumulates with investment interest, to form an
individual savings account for each worker. They have been seen as simple to operate and
also as consistent with the future needs through the benefit of a lump sum. Thus by
comparison, countries such as Ghana, Zambia, Zimbabwe, Benin, Kenya and Nigeria have
national social security funds. South Africa, Botswana and Malawi do not have national
schemes per se but have a haphazard private system with a host public sector social
protection coverage that supported through tax-funded social grants and contributory
funds.



The challenges facing the schemes are reflective of the fact that the benefits being received
by the recipients are not enough to live on even though in most cases they cder for the basic
needs of the individual. Other issues include concerns of accessibility of information by
disabled persons, their rights as well as complications relating to their access to facilities and
buildings. In addition, the plight of those recei ving child maintenance grants is rife with
issues of corruption and lack of confidentiality concerning client information. The
embezzlement of funds by board members and senior personalities has also managed to
create distrust concerning the reliance on asocial protection mechanism meant to cater for
life after employment. Such an act has been shown to negatively affect the sustainability of
the fund in providing future income security due to the depth of misappropriated funds.



Conclusion

The case studies show that social protection patterns that have evolved in Africa have little
distinctions in terms of coverage, administration, number and types of contingencies
covered, financing and accrued benefits. All the countries under study indicate that the
changes and developments in the social protection schemes have evolved with the countries'
socio-economic growth over the years with clear traces of the colonial legacy. Thus by
comparison, countries such as Ghana, Zambia, Zimbabwe, Benin Kenya and Nigeria have
national social security funds. Some countries such as Malawi and Botswana have not
established either pension schemes or provident funds for private sector workers. In these
countries, this development has delayed giving rise to overreliance on occupational pension
schemes and private provident funds. There are also several countries, which have chosen
to adopt a type of pension scheme, which places greater emphasis on universality.
Entitlement to a basic pension in South Africa depends on a means test and pensions are
financed from taxation. A similar system is to be found in Namibia and Botswana but here
the basic pension is payable from age 60 and is not means tested. Access to adequate health
care has emerged as the most importat of the social security benefits to the majority of the
people in Sub-Saharan Africa and unfortunately it is too often denied to those most in need
people working in the informal economy and in agriculture.

The case studies reviewed acknowledges that one of the main obstacles to accessing social
protection lies in the limited resources available for social spending. Since most African
countries are not homogeneous per se and the state of social security tendgo vary from one
country to the other, trade unions have need to constantly study and share information on
the underlying challenges of social protection to the workers.
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CHAPTER 3

BEST PRACTICES OF SOCIAL PROTECTION SCHEMES IN

AFRICA
By

Rudi Dicks

Overview

Social Protection is a fundamental human right intended not only for setting a minimum
social security floor but also for playing an important role in alleviating poverty and
providing economic security to all (ILO, 2010:7). The development and extension of Social
Protection is one of the key tenets of the International Labour Organisation's (ILO) decent
work agenda. According to the ILO's decent work programme, social protection allows for
the "promotion of both inclusion and productivity by ensuring that women and men enjoy
working conditions that are safe, allow adequate free time and rest, take into account family
and social values, provide for adequate compensation in case of lost or reduced income and
permit access to adequate healthcaré'.

Undoubtedly , the recent global crisis is a good example of why an extensive social security
system is a critical factor in supporting the poor in times of need. The global crisis has had a
devastating impact on jobs as global employment levels declined by 6.6% in 20®. This
meant that the number of unemployed people increased to approximately 212 million
people worldwide (ILO, 2010:9) in 2009. On a social level the impact of the crisis continued
to wreak havoc on meeting basic food needs as well as access to educatiomnd health. For
example, 873 million people between the years 2004 and 2006 suffered from hunger which
significantly increased to 1.02 billion in 20098.

For Africa, the extent of the crisis had literally put the brakes on develop ment. Between the
years 2000 and 2007 the real growth rate in Africa averaged at about 5.6%. However in 2009
this drastically declined to about 1.66% (UNCTAD, 2010; ILO, 2010: 24). On the average,
GDP growth in Sub-Saharan Africa faired better than most other regional economies,
including the world aggregate during the global crisis as illustrated below in Figure 1.
While this may be the case, the ILO correctly argues that Africa had been in a crisis before
the global financial and economic crisis. Apart fr om the GDP trends during the crisis, the
real impact for Africa was more predominantly felt as access to capital significantly dried up

http: //www . ilo.org/global/about -the-ilo/ deceiit-w ork-ageiida/laug| _en/iudex.htm & Presentation on the Global economic Crisis and

its impact on trade and Development, Yaounde, Cameroon, 23 July 2010
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region. Sub-Saharan Africa has one of the highest rates of underemployment, with a
significant number of working poor. Figure 2 below estimates that the aggregate level of
working poor increased to about 25 million in 2009, with 19 million for South A sia and 12
million for Sub -Saharan Africa with the highest growth during the global financial and
economic crisis.



The ILO estimates that vulnerable employment as a share of total employment is likely to
increase from about 75% to approximately 80% should the current trends continue.



Figure 2: Increasein estimates of Vulnerable Employment in 200 9 (Millions)
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Similarly, we find that crisis has pushed up the number of those working and earning less
than $2 a day by an estimate 77 million people globally in 2009, with the highest numbers in
South Asia (33 million) followed by Sub -Saharan Africa (20 million) as illustrated in Figure
3. Extreme working poor estimates are now suggested to be well over 60% of total

employment in Sub-Saharan Africa.

Figure 3: Increase in estimates of Working Poor living under less than $2 a day
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A lack of decent work opportunities, characterized by a high number of underemployed
increases poverty traps, with many households unable to meet basic food and other needs.
Under these conditions social protection provisions play an important role, particular for



many countries in the region. Dicks et al suggests below in figure 4 the importance of social
grants and state support in situations where there are low levels of economic development
and a shift towards full time employment as economic development improves along the
x-axis (Dicks, 2011:16). This however does not suggest that social protection is not important
even when higher levels of employment are achieved. The current global crisis emphasizes
why social protection must continue to play an indispensable role, particularly in the
African context, where extreme working poverty and vulnerable employment is rampant.

Figure 4: Creating employment and reducing poverty
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Ironically, where Social Protection measures are most needed, given the growing decline in
social and economic development in Sub-Saharan Africa, contributions as a percentage of
GDP remains dismal. Social expenditure budget allocation as a percentage of GDP is an
important indicator in measuring state support to vulnerable people. According to the ILO
(ILO, 2010:80) 17.2% of global GDP is allocated to social security. This paints an extremely
skewered picture when it comes to social security spending as a percentage of GDP for
Sub-Saharan Africa. Figure 5 below provides a clear indication that Sub-Saharan Africa
spends the lowest (8.7%) on social security as % of GDR far lower than the global average. If
we exclude South Africa, the Sub-Saharan social expenditure contribution would likely be
far less as a percentage of GDP.



Figure 5: Social Protection as % of GDP

10.0¢9
25.0%
While the global average
250% - for Social Security spend
19.5% as %of GDPis 17.2%, Sub-
Saharan Africa only
20.0% spends 8.7%
15.0%
10.0% 8.7%
5.0%
0.0%

eIy Yoy
sD

=
=
-~
&
s
™
=
>
=

e pue ey

Py IOy
Iy URRS-gns

adong umsanm
SU0INg Sse ] pue ey

MRAILIE ) PUR eI e}

Source: ILO, 2010

Developing Best Practices Models

Adesina (2011) argues that the current narrow social protection paradigm, purported by
International Financial Institutions amongst others, tends to concentrate on social protection
as the "silver bullet” in reducing Africa's crippling poverty. He suggests that the
development of a broad transformative social policy is the best approach when dealing with
the region's social and economic challenges in contrast to an attenuated social protection
approach. While not dispelling the role that social transfers pl ay, the "transformative social
policy" is an important conceptual framework that develops a normative approach (equality
and solidarity) and cuts across production, protection, reproduction, redistribution and
social cohesion functions to get the best pos#le outcomes on economic, social and political

levels (Adesina, 2011:12).

The transformative social policy debate would arguably be an interesting subject to explore.
However it is not the focal area of the chapter. For Taylor (2010) the



recognition that social protection is but one, albeit the most important element of the social
policy spectrum. Ideally, given the mass based poverty and social deficits, Africa will
require "active social protection systems that reduce poverty, contribute to asset
redistribution and that include measures to address the structural basis of poverty and
social exclusion" (Taylor, 2009:43).

Social protection shifts from the social insurance approach that has an inherent bias towards
formal employees belonging to some contributory scheme. This is not very helpful when the
vast majority of Economically Active Population is not in employment or significantly
underemployed (casual or precarious). UNICEF considers a comprehensive social
protection system characterised by four core pillars as depicted in the table below.

Table 1 illustrates a social protection system that is transformative, promotive, preventive
and protective. This provides a useful guide as we explore some of the best practice models
for Africa.



Table 3: Examples of Social Protection programmes using four pillars

Transformative Promotive Preventive Protective
SOC_'al ?rOIGCt'OT] ) Second chance education,| Contributory social Public employment
Legislation. Legislative
and regulatory reform skills training. insurance schemes schemes- public works
meas.u.res.. ) Integrated early -pensions, sickness, programmes.
Sensitisation campaigns.

Social communication to | childhood maternity & disability Feeding programmes - at
promote behavioural development. benefits. schools and clinics for
change
Strengthening the legal ~ |Primary & secondary Universal social pensions |example.
system to protect the schooling. in the form of government |Child and family
vulnerable
Implementation of the Conditional cash social grants. protective services
Convention on the Rights | ansfers, Universal child
of Children. o Cash transfers

Asset building and allowances

livelihood Health insurance in the .

Fee waivers
development. form of contributions by

workers and employers.  [Family support
Savings and credit services

. L Humanitarian relief.
schemes- burial societies

Disaster /crop insurance

Source: Taken from Taylor using UNICEF, 2009
Legal and Regulatory Framework for Social protection

The summary Table 2 below provides a reasonable sense of policy legal and regulatory
provisions in our study. Many countries do not have comprehensive social protection
measures but rather provide limited social insurance benefits (Pension and Provident
Funds) that predominantly cover formal employees, particularly t hose employed in the
public service.

The development of coherent and clear Social Protection Policy is a challenge for many
African countries. Botswana, Namibia and South Africa and partly Zimbabwe have a fairly
extensive Social Protection legislation that meets the needs of those in employment and
those outside of the labour market. Undeniably these are important regulatory provisions to
learn from. However it would be flawed should one simply ignore many of the
implementation constraints faced or the inhe rent shortcomings in meeting a universal social
protection system.

Constitutional

Of the ten countries who participated in the study, only Ghana, Kenya, Nigeria and South
Africa indicated that they have constitutional provisions in relation to social protection

measures. Constitutional grounding, though not exclusively, creates the oppo rtunities for
challenging inadequacy of social protection regulations and policies guided by a country's
constitution. A case in point described in the South African chapter is the successful



challenge in the Constitutional Court on the failure of providin g adequate housing for
homeless people.

Retirement Schemes

Clearly, regulations of retirement schemes are critical and all countries in the study have
indicated that retirement schemes exist, albeit its limitation. . It's worth noting that the

provision of a mandatory retirement scheme plays an important role in reducing poverty
during retirement, however limited the benefits are. Zimbabwe is one of the few countries
that have a mandatory/compulsory retirement scheme provision that extends to both public
and private sector. Very few countries extend retirement legislation towards the informal.

While challenges exist, there are opportunities for exploring these provisions.

Health Care

Most country studies indicate the availability of health care through regul ations, though
largely they are contributory schemes limited to formal sector employees.

Employment Benefits

Countries largely provide standardised basic conditions of employment such as sick leave,
workers' compensation, etc, for workers. However, it is w orth noting that Kenya and
Namibia provide 3 months fully paid maternity leave.

Housing

Nigeria's unique regulation on housing provision would be an interesting best practice to
consider given the massive housing back log in this region.

Rural and Farmin g Support

Botswana has a unique legislation that protects workers in rural employment and remote
area dwellers

Social Security Delivery

One of the glaring features emerging from country reports is lack of regulatory coordination
in delivery of social protection benefits. More than likely, many schemes even including
those that have the same a&rgeted beneficiaries fail to coordinate adequately. To avoid
duplication and fraud and to improve administration efficiency in the delivery of social
protection benefits, South Africa introduced regulations to establish the South African Social
Security Agency (SASSA). SASSA is primarily responsible for the delivery of

Table 4: Summary of Legal and Regulatory Frameworks

Country Constitutional ILO Legal Provisions Description of
Provision Ratification SP Provisions
Botswana None Not Pensions and Social
indicated Provident Fund Act Insurance
Employment Act coverage that
largely covers
Workers formal employed
Compensation Act National Policy on
Income Tax Act Needy and
Motor Vehicle Vulnerable

Accident Fund Act families targets
Universal Old Age families with less
Pension Scheme than

A number of support certain income
and poor asset
ownership

programmes exist

Programme for
destitute
persons

Significant Social
Protection polices
and




non-contributory social protection benefits to beneficiaries.

Orphan Care

Feeding Schemes

- World War
Vets
Labour Based

Drought relief

provisions, in

particular support
for families below
a certain

income

thresholds,
feeding schemes
to

Remote Area children and
dwellers vulnerable
Community persons, wage
Home-Based income support
Care for rural workers
Ipelegeng and support
Programme for home-based
care of the
terminally ill
Ghana Yes Not National Pensions Significant
indicated Act Social
Labour Act Protection that
Workmen covers the labour
Compensation Act market but health
National Health needs of all too.
Insurance Act While there is a
progressive
constitutional
provision there is
no social security
that covers the old
age, long term
unemployed or
vulnerable
households
against poverty
Kenya Yes None Policy Papers that Retirement
ratified promote Social fund

Protection include:
National
development Plan

provisions are
extended to all

employees except

public
Sessional Paper servants.
Ageing Significant
Gender steps to ensure

Social Policy on
Health
National Social

Security Fund Act

National Hospital
Insurance Fund
Act

Employment Act

Pensions Act
Retirement

Benefits Authority Act

Work Injury
Benefits Act

access of
health care for

all through
NHIA

extension, though
the
coverage and

amount is still
contested.

NHIA covers all
employees
as well as self

employed

people and their
dependants
Employment act
provides for 100%
full pay maternity




benefits and some
limited sick leave
benefits

No legal provision
for vulnerable
groups

Malawi

None

Not
indicated

Employment Act
Workers
Compensation Act
The Banking Act
Social Support Policy
Pension Bill (2010)

Employment

Act provides for
those in
employment and
covers sick leave,
maternity,
termination of
employment
benefits and
minimum wages.
Mandatory
pension scheme
being considered
for retired
employees

Malawi has no
comprehensive
legislation
regulating social
protection benefits
although a
National Social
Support policy is
being drafted

Namibia

None

Not
Indicateci

Social Security Act

Predominantly
covers

employees for
maternity
leave, sick
leave, death
benefits,
national
medical
benefit fund
and national
pension fund
to all workers
and even self
employed
Emphasis on
keeping
adequate
records is
critical

Other social
provisions
exist through
the Ministry of
Gender and
Social Welfare
to support
orphaned and

vulnerable




children

War veterans
subvention
continues to
support war

veterans

Nigeria

Yes

None

Nigeria Social

NSIFT

South
Africa

Yes

Indicated

Not All

Insurance Trust
Fund

Pension Reform Act

National Directorate
of Employment Act

National Health
Insurance Scheme
Act

Workmen
Compensation Act

National
Fund

Housing

Employees
Compensation Act
provides
retirement
pension,
retirement
grant, survivor
benefits, death
grant,
invalidity
benefit and
invalidity

grant to the
poor, aged,
disabled and
disadvantaged
people.

Health insurance is
limited to

businesses that have
more than 10
employees

National Housing
Fund allows for
2.5%contributions
towards a fund
used for mortgage
loans and covers
public and private
sector employees

Employee
Compensation
covers in the event
of death or
disability

Social Assistance
Act

South African
Social Security
Agency Act

Government
Employees
Pension Law
All Social
Protection
provisions are




largely by the Paper on released in 1997. Extensive
guided White Welfare
Pension Funds Act affected by
) disasters,
Compen.satlor.l fqr refugee
Occupation Injuries support
and Diseases Act amongst
Road Accident Fund others
Medical Schemes No mandatory
Act retirement fund
exist for
Unemployment employees in
Insurance Act the private
Children's Act sector and very
limited access to
Refugee Act private
Older Persons Act healthcare
) through
Maintenance Act expensive
Disaster private medical
Management Act aid scheme
arrangements
Expanded Public
Works The
programme establishment of
the South
Community Public African Social
Works Programme Security Agency
coverage for has helped
employees and considerable
beyond the labour administration
market, that consolidation,
includes children, social grant
old age delivery and
pensioners, rooting out
disabled, corruption
households
Tanzania None Not National Social
Indicated Security Fund
Public Services
Tanzania
National Social
Security Policy
recognises the
Pension Fund loose
Local Authorities coordination of
Pensions Fund social security.
Parastatal Pensions Contributory
Fund retirement fund
Government benefits for most
Employees Provident public and private
Fund sector employees.
Community Health Through the
Fund Community
National Health Health Fund,
Insurance Fund accessible and
Non Contributory affordable
Pensions schemes healthcare is made
include: accessible to rural
Political Service and informal
Retirement sector
Benefits
Service Pensions and
Gratuity
Zambia None Not Pensions Schemes Predominantly
Indicated regulation Act Social Insurance

Draft National Social

provisions for




Security Bill regulating

National Pensions retirement
Authority Act provisions for
Public Service public and private
Pensions Act sector employees

Local Authorities
Superannuation Fund

Act
Workmen's
Compensation Act
Zimbabwe None Not National Social Security Mandatory
Indicated Act makes provision for retirement
a contributions
National Pension (50/50)are set
Scheme through the NPS.
Workers Compensation A number of
Insurance Scheme non-contributory
schemes are
State Services Act Disability and
. War Veterans
Pensjlon and provisions.
Provident Funds
Act Social Welfare
) Assistance
SFate _S_erwce makes
Disability Act provision for
Social Weifare destitute, aged
Assistance Act over 65 or those
) with disability.
Disabled Persons Vulnerable
Act elderly people
War Veterans are protected
Pensions Scheme through various
run for civil governments
servants such as grants and
the assistance

Coverage and Benefits of Social Protection Programmes

An extensive summary of the social protection programmes, the coverage of the programmes
and the benefits provided are illustrated in table 3 below. It provides snapshot view of the
extent to which many of the programmes provide support to workers, those o utside of the
labour market and the economically inactive. Apart from each country providing unique
insight into many of the social protection programmes, best practice models are important in
developing cohesive policy response.

Botswana, Namibia and South Africa, as indicated earlier, provide the most comprehensive
social protection programmes. This of course, in no small measure, implies that many of the
social protection programmes implemented in many of the other countries are not important

interventi ons. On the contrary, fairly important practices can be identified in the country

reports and the summary table below.

Botswana and Ghana (Livelihood Empowerment against Poverty) are two of the few countries
that provide a programme for destitute househol ds below an income/asset threshold. Similar
schemes are being implemented in Namibia,

Zambia (selected districts) and Malawi (pilots) but on a limited scale. These are important
non-contributory programmes that target poor households who are not able to me et basic
needs.




Poverty, illiteracy, diseases and famine are some of the challenges facing in children in the
region. Many countries, notably Botswana, Malawi, Namibia, South Africa, have introduced
specific programmes targeting children. ® The programmes vary in form and focus with cash
transfers and allowances in South Africa, Botswana, Namibia and Zimbabwe while Malawi,
Zambia and Botswana additionally provide nutritional support through a school feeding
scheme. Zimbabwe provides a basic education support programme targeting vulnerable
children at school.

Malawi, Zambia and Botswana provide interesting support programmes for rural and small
scale farmers. These are important measures given Africa's largely rural based economy.

With regard to public employment schemes, very few were identified across country reports.
Public employment schemes are an important stepping stone towards formal employment.
Apart from providing limited income, they create a sense of dignity to those participating init.
South Africa has two extensive public employment programmes, namely the Expanded Public
Works Programme (EPWP) and the Community Public Works (CPW). Though not identified
in the report these are important contributions towards providing short term  (in the case of the
EPWP) or guaranteed (in the case of the CWP) employment. Public employment programmes
are prevalent in Botswana, Malawi and Zambia.

As for Health or Medical Insurance Schemes, these are largely contributory employment based
schemes thda operate in Ghana, Kenya, Nigeria, South Africa, Tanzania and Zimbabwe.
Malawi provides 100% free medical care for all citizens. In Botswana and South Africa, the
introduction of Community Home -Based Care for the aged and terminally-ill has been an
import ant contribution towards health care delivery.

Retirement benefits and Old Age Pensions feature prominently as two of the key social
security programmes in all countries. Contributory retirement programmes largely cover
public sector employees with a low coverage of retirement benefits to private sector
employees. Most private sector schemes are voluntary with Zimbabwe being one of the few
countries that provide for mandatory/compulsory retirement fund benefit for all employees. In

addition, not many countries have retirement fund programmes extended to the informal

sector. Ghana provides a good example of extending retirement fund membership to informal
sector workers.

9 In addition to the cash transfer, South Africa has a school feeding scheme programme too.
Non-contributory Universal Old Age Pensions have been introduced to protect the aged
against vulnerability in Botswana (65 years and above); Namibia (60 years and above) and
South Africa (60 years and above).



Informal or community -based social protection schemes ag important contributions towards
complimenting state or private sector programmes. Savings schemes (Ghana and Nigeria),
welfare groups (Kenya) and other informal arrangements will continue to be critical where the
state fails to provide adequate social protection support to households and communities.

Table 5: Social Protection Coverage and Benefits

Country Programme Coverage Benefits
Botswana Universal Old 65 years and above $25 per month
Age Pension
Occupational Private and public sector Retirees can take as
Contributory employees cash benefit a lump
Schemes/Reti sum of one third of
rement Funds total benefits
Programme for Vulnerable families who Food baskets and
destitute people have income and assets other social allowance
less than the set threshold provisions
of $40 a month
Orphan Care Children 18 years and Social Assistance and
Programme younger who have lost one allowance provisions
or both parents
Vulnerable Covers children and Distribution of meals
Group Feeding vulnerable groups and has and nutritional
Scheme an extensive coverageof supplements
approximately 268 000
beneficiaries
World War 2 Not means tests and
Veterans covers all WW2 veterans
Allowance or their spouses and
children under 21 years
old
Labour Based No means test, but extended Social Assistance and
Drought Relief to workers affected by allowance provisions
drought though support of
wage
income
Remote Area Provides social assistance to Social Assistance and
Dwellers dwellers in remote area. allowance provisions
There are current 64
designated settlements
Community Terminally ill can Patience receive
Home-Based register for the medical assistance,
Care programme. food baskets and
supplies
Ipelegeng Temporary employment
Programme targeted programme for
those who have limited or
no income source
Ghana SSNIT All workers, except armed Pension payment
Pension forces under 55 varies between 50
Scheme years old can join the 80% of salary depending
scheme on the
length of contribution to
the
SSNIT scheme. 25% of
total pension is paid in




lump sum with the
remaining paid overl2
years. Invalidity and
survivor benefits are
also paid

SSNIT Informal
Sector Fund

Informal sector and self

employed

Can withdraw from

savings account at
any time but
contributions for
retirement account are
only paid out in lump
sum at retirement

National
Health
Insurance
Scheme

Contributory scheme open
to all however exempt
children under 18, those
aged over 70 and indigent

Covers 95% of
ailments. Contributors
can access out patient
facilities and full cost
of medicines

Susu Savings

Informal micro -finance

Depending on the

Scheme savings scheme contributions by
members
Livelihood Covers households that Registered

Empowermen t
Against Poverty

are extremely poor.
Approximately 23,000
households are covered

beneficiaries receive
between GHc8 and
GHcl5 depending on
household size.
Households can also
access free NHI benefits

Kenya National Social Old aged but low coverage Old age, disability,
Security Fund of the informal sector survivor and funeral
grant
National Covers only 1.9 million Free care at public
Hospital members and some hospitals for certain
Insurance voluntary membership illnesses, with an
Fund element of cross
subsidization
Informal Vulnerable households Food, clothing, shelter
Welfare and medical care
Groups amongst other
(women) supporting measures
Income Unemployed Some income
Maintenance support
policy
Maternity Women Fully paid for three
Benefits months
Sickness Employees 100% of income up to
Benefits seven days
Malawi Government All public servants Full pension with 25%
Public Pension elected to be paid up
Scheme front as lump sum
Private Formal sector Full benefits determined
Pension employees by the contribution. 33%
Schemes on retirement with the
remainder paid monthly
Medical Care Covers all citizens 100% free with an
array of benefits
provided
Sickness Employees Four weeks sick leave
on full pay
and 8 weeks at half pay
pr annum
Occupational Employees Covers temporary,
Injury partial and permanent
benefits
Survivor Family members 42 months of monthly

Benefits

income




Maternity Women 8 weeks maternity on
Benefits full pay
Malawi Free Small Holder Farmers Free fertilizer and
Inputs seeds
Programme
Farm Input Small Holder Farmers Reduces input and
Subsidy infrastructure costs
Programme
Public Works Food for work, Cash for Support the production
Programme Work and Inputs for work of food,

provide steady income
and receive seeds

Cash Transfer
Scheme (Pilot)

Ultra poor, incapacitated
and labour constrained
-approximately 24,000
households

Food transfer,
agricultural inputs,
school feeding and
cash for project work.
Cash values vary
between $3.9 to $11.8
per month depending
on family size

Namibia Maternity, Sick All employees who earn an 3 months fully paid
Leave and Death income maternity benefits,
Benefits Fund Sick leave is paid at 759

for six months
and a once off death
benefit of $714.28
Private
Contributory
Retirement
Schemes (not
indicated)
Government Public Servants Contributory fund with
Institution pension, death, funeral,
Pension Fund ill health and
retrenchment
benefits
Accident Fund Occupational Accidents and Depending on injury
injuries
Disability Disabled $58.44 per person per
Grants month
Old Age Covers aged over60years Non contributory with
Pension a monthly benefit of
$58.44
War Veterans War Veterans Means tested with a
Subvention benefit of $324.68 per
month
Child Children Non-Contributory: $26
Maintenance for the first child with
Grant $13 for every additional
child per month
Foster Care Children Non-Contributory: $26
Grant for the first child with
$13 for every additional
child per month
Place of Safety Children $1.30 per child per
Grant month
Nigeria Pension Act Cover old age, disability 60 years and 65 years in
Reform and survivor benefits for the military. Option to

employed persons in the
private sector

purchase

an annuity or receive
monthly or quarterly
benefits

Permanent Disability

Monthly benefit up to
24 months (100% for 6
months, 50% next 3




months and 25% for the
next 15 months)

Survivor Pension

100% benefits accrued
to spouse, children or
next of kin

National Benefit is accessible to Contributory scheme
Health employees their spouse and with
Insurance four children, with benefits that include
Scheme additional children consultancy,
accruing further hospitalization and
contributions. It also covers medicines
tertiary students,
public workers and
informal sector (more than
5 employees)
Employees Occupational injuries Monthly compensation
Compensation as a result of injury at

work

National Housing
Fund

Contributory Fund:
Employees

Allows beneficiaries to
access funding for
mortgage loans

Maternity
Benefits

Female employees

50%of wage income 6
weeks before childbirth
and 6 weeks after

Financial Aid,
soft loans and tax
relief

Low income or households
that cannot meet basic
needs

Free or low cost
medical

care at
community or
medical facility

All people

Free medical services
for maternity in some
States and for children
up to 6 years old

Welfare Persons in need of
Assistance financial assistance
(provision by

States)

Road Accident
Health

Road users and passengers
registered with the National

Insurance covers
disability, death and

Insurance Union of Road Transport medical treatment
Scheme Workers
Esusu/Adashi Predominantly in the Financial

informal economy and
domestic workers

disbursements based
on savings and
contributions

South Africa

Child Support
Grants

Children under the age of
18 years old

$40per month per
child

Old Age Pension
(State Pension)

60 years and older

$175per month

Disability Adults unable to work due $175per month
to physical or
Grant mental iliness

War Veterans
Grant

Those who served in the 1,
2 and Korean War

Grant-in-Aid

Supplement to support
old persons, war veterans
and incapacity such as
HIV/AIDS

$40per month

Foster Care

Children in foster care

$114per month

Grant
Social Relief or Temporary assistance to Cash, food parcels or
Distress households in dire need vouchers

Unemployme nt
Insurance Fund

Short-term relief for
unemployed workers,
maternity benefits,
adoption, death

Claims and Benefits are
determined by

the level of contribution
to the fund

Compensation

Employees who are

Benefits are paid




for

disabled, ill or died

Occupational resulting from an

Injuries and occupational disease or

Diseases Fund injury

Public Health All Citizens Access to various
Care

services at public
health institutions

Private Medical

Coverage is determined by

Benefits are determined

Aid Schemes membership contributions by the contributions
and available to public and made. Access to private
private sector employees and public health care

facilities
Government Public Servants Contributory Fund
Employees and benefits are

Pension Fund

determined by the level
of contribution and
fund rules

Private Sector

An array of private

Contributory Funds

Pension Fund

formal sector

Retirement retirement funds covering and benefits are
Funds private sector employees determined by the level
of contribution and
fund rules
Private Coverage is dependent on Generally covers
Disability membership to a fund disability and death
Insurance benefits
Public Expanded Public Works Wage Income though
Employment Programme (EPWP) limited, many other
provide for limited
Schemes work opportunities for the minimum basic
unemployed conditions of
employment apply
Community Public Works Guaranteed
(CWP) is largely employment of 100
community based and days per annum
community driven with
limited
Tanzania Social These nontcontributory
Assistance schemes cover social relief,
Schemes people with disabilities,
older persons, unsupported
parents and children
Government 5% of workers in the
Employee formal sector
Pension Fund
Parastatal 5.6%of workers in the Retirement at 55 and

includes invalidity and
survivor's benefit

National Social
Security Fund

Formal Sector

Benefits include
retirement at 60,
survivor benefits,
occupational injuries,
invalidity and
maternity benefits

Public Service
Pension Fund

Formal sector

Local
Authorities
Pensions Fund

Formal Sector

National
Health
Insurance
Fund

Formal Sector

Private
Savings

Voluntary contributions
towards retirement, other
savings and insurance




Zambia National Compulsory Scheme Retirement (55
Pensions covering employees in years), permanent
Scheme private, parastatal, public invalidity and survivor
Authority service and local authorities benefits

Public Service Armed Forces, security and Retirement (55 years)
Pension Fund Teaching Services permanent
invalidity and survivor
benefits
Local Authority Employees in local Retirement (55 years)
Superannuati on Authorities employed permanent
Fund before February 2000 invalidity and survivor
benefits
Workers Protect employees against
Compensation occupational accidents and
Fund Control diseases
Board
Occupational Mainly supplementary with
pension Schemes about 207 schemes existing
(Private)
Public Welfare Extends to over 150 000 Provides benefits on
Assistance beneficiaries better nutrition, health,
Schemes income support, child
protection, education
and occupational
training
Social Cash Households in selected Cash or in-kind
Transfer districts transfers to cover basic
Schemes material needs
Food Security Vulnerable Small Scale Benefits to support
Pack farmers farming inputs,
training and
technology
School School aged children Food, hygiene
Feeding education and school
Scheme gardens
Project Urban Public employment Short term
Self Help schemes to citizens employment with
income
Zimbabwe National Pension Covers Employees Benefits include

Scheme

Retirement Pension and
Grant,

Invalidity Pension

and Grants, Survivors
Pension and Grants and
the Funeral Grant. $200
insurable earning
ceiling making
everyone contribute the
same and earning the
same

State Pension
Benefits and

Public sector employees and
retirees

Benefits include
Funeral Assistance,
State Service disability

Compensation .
benefits, Old age
pensions, War
Pensions, War Victims
Pensions, War Veterans
Pensions

Occupational Non-Mandatory and

Retirement covers workers in the

Schemes private formal sector

Accident prevention

and

workers
Compensation
Insurance Scheme

Employees who have
injured themselves at
work, death or disability

Funeral, Invalidity,
Retirement, Survivors
Grant and rehabilitation
services




Workers
Compensation
Insurance Scheme

Work related accidents

Short-term and long
term benefits

Maternity Benefits

Low paid and
unemployed workers

75% of monthly wages
45 days before
childbirth and 45 days
after

Referral System

Basic Targets vulnerable children Benefits are disbursed
Education at primary, secondary and through the schooling
Assistance special schools from system

Module dropping our out of

schools

Health Targets poor Free targeted health
Assistance households care but no benefit
programme when accessing private
(Hospital hospitals

Children's
Allowances

Financing Social Protection Schemes

Most funding sources for social protection are provided through the National Budget, contributions made by

members and in some instances the donor community as illustrated in table 4 below. A significant amount of

the social security funding and costs are born by the employed and the poor as SubSaharan Africa's

contribution to social protection as a % of GDP (8.7%)remains bleak.

Table 6: Financina Social Protection Proarammes

Country Programme Funding
Source
Botswana Retirement By employer
Fund Scheme and worker
State Supported National
Social Budget
Protection
Schemes
Informal Social Mostly self
Protection funded by
members
Ghana SSNIT Pension 13%of wage
Scheme income by
employee

and 5.5%by

employer
SSNIT Informal Covered my
Sector Fund members
and there is
no minimum

contribution

National
Health

2.5%from
SSNIT, norn+

budget and




donations

Kenya National Social 5%
Security Fund contribution
from
employee
and 5%
contribution
by employer
National Insured
Hospital person pay
Insurance between $1 -
Scheme $4;voluntary
contributors
$2and self
employed
less than$1
to about $4
Malawi Government 100%funded
Public Pension by
Scheme Government
(though this
is expected
to change)
Private Pension Varies but
Schemes contribution
from both
employer
and
employee
Namibia Maternity, Sick Employee
Leave and (0.9%)and
Death Benefits employer
Fund (0.9%)
Old Age National
Pension, War Budget (5.8%
Veterans of GDP)
Subvention,
Child
Maintenance
and Foster Care
and Place of
Safety and
other non-
contributory
grants
Government Contributory
Institution Scheme
Pension Fund
Nigeria Public and Employee




Private 7.5%of
Pensions monthly
income with
the employer
contributing
between 12%
and 15%
National Contribution
Health of 5% from
Insurance employee
Scheme and 10%
from
employer
Informal Membership
Esusu/Adashi
Road Accident Membership

Health contribution
Insurance with varying
Scheme payments
National 2.5%

Housing Fund

contribution

of monthly
income from
employees
South Africa Social National
Assistance Budget (3.5%
Grants of GDP)
Unemployment 1%
Insurance Fund Contribution
by employer
and
employee
Compensation Financed
for through
Occupational employer
Injuries and contributions
Diseases Fund
Public Health National
Care Budget
($11.10f
national
budget)
Private Health Member and
Care Schemes employer
contributions
Retirement Variation in
Funds (public employee
and private) and employer
contributions
Tanzania Government 10%
Employee contribution by
Pension Fund employee

and 15%




contribution by
employer

Parastatal
Pension Fund

5%
contribution by
employees and
15%by
employers but
in the

private sector
each contribute
10%

National Social
Security Fund

An equal
contribution by
workers

and employee
of

10%

Public Service
Pension Fund

5%
contribution by
employees and
15%by
employers

Local Authorities
Pensions Fund

5%
contribution by
employees and
15%by
employers

National Health
Insurance Fund

3%
contribution of
basic salary by
employees and
3% by

employers
Zambia National 5%
Pensions contribution by
Scheme employees and
Authority 5% from
employers
Public Service 7.25%by
Pension Fund workers and
the same
amount by
employers
Local Authority 10%by
Superannuation employees and
Fund 23%by
employer
Non-Contributor These are
y Social funded through
Protection the National
Programmes Budget as well
as a various
donors such as
the GTZ,
World Vision
and the World
Food
Programme
amongst others
Zimbabwe Public Service 7.5%

Pension Scheme

contribution by
employees and
the state
contributes 15%

National

Scaled but




Pensions equally
Scheme contribution of
4% by
employee and
4% by
employer
Accident Contribution
Prevention and made by
Workers employer

Compensation




Scheme

Public Social Funded by the
National
Budget. Social
Expenditure is
at 16% of GDP
or 33%

of total
government
expenditure
State Pensions National

and Budget. 1.68%
Compensations of GDP or
4.13% of
national
expenditure

Expenditure

Figure 6 provides a useful model on funding social protection. Ideally, cross -subsidisation through the tax system is an
important redistributive tool when the tax system works. Tax collection inefficiencies and administration, in many

African countries, is indeed a major challenge if we intend increasing our social protection coverage.



Figure 6: Model of Fundin g Social Protection
Indigent
Income Income Income

Income Level

Social protection provides for the
Pillar 3 cross subsidies through taxation

Private
discretionary

Pillar 2

Social Insurance/
Mandatory Cover

Basic minimum services & provisions: Addressing Income
poverty, Service poverty, Asset poverty and special needs.

niar

Source: Taken from Taylor, 2009

Tabl 7:Role of Trade Unions in Social Protection Programmes
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policy shift. Very few Count”es have W%lr nt support for the Basic Income Grant
Nigeria Yes No overall po licy on Social Protection but Engagement with National
engagement on the Pension Reform Act, Assemble and other stakeholders
NHISA and National Housing Fund. to support progressive reform.
Continued support to improve social Active collective bargaining
protection for workers. Participation on support to improve social
governing structures protection benefits for members
South Africa Yes COSATU has a comprehensive Social Significant campaign and
Security policy position engagement at NEDLAC in
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established and functioning social dialogue institutions and where they exist there are important learning
experiences to gain from.



campaign for a Basic Income Grant
Tanzania Yes No policy on Social Protection but have Continue engage at tripartite body.
made input on the National In addition lobbying
Social Security Policy. Poor campaigning and campaigning is an integral part
in extending social security to the of the Union strategy
informal sector
Zambia Yes, but No social protection policy and Development of a more effective
limited involvement has largely been and strategic role is required
restricted to governing boards
Zimbabwe Yes Three pronged strategy that deals with Continued research policy
research, education and training and proposals, lobbying and
engagement. Participation at and engagement through social
representation on various schemes dialogue structure
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CHAPTER 4: COUNTRY CASE STUDIES

SOCIAL PROTECTION IN BOTSWANA

By

Try well Kalusopa & Lebohang Letsie

Introduction and Background Information

According to the 2005/06 Labour Force Survey (LFS), Botswana had an estimated population

of 1,153,227, out of which 518,733 (45%) were males and 634,495 (55%) were females. The
majority (50.9%) of these were aged betveen 12 and 29 years. The number of senior citizens
who qualify for the old age pension (65 years +) stood at 94,989 or 8.2% of all persons aged
12 years and above. Amongst these (i.e. the 65 years and above) 66.8% were found in rural
areas and females acounted for 57.5%. The number of households was estimated at 515,294
of which 266,331 (51.7%) were maleheaded households while 248,963 (48.3%) were
female-headed (CSO, 2009).

The 2005/06 Labour Force Survey also estimated that 787,962 (68.3%) of the tai
population were economically active while 365,266 (31.7%) were not and that, of the 787,962
that were economically active, 539,150 (68.4%) were currently employed, of which 281,762
(52.3%) were males and 257,388 (47.7%) were females. The major employ®ras Agriculture
(29.9%), followed by Wholesale and Retail Trade (14.4%), Public Administration (11.2%),
Education (8.0%), Manufacturing (6.7%) and Foreign Missions (0.2%) (CSO, 2009). The
majority of persons (44.6%) were employed in rural villages, followe d by cities/towns with
29.5%. Urban villages constituted 25.9% of the employed persons. Agriculture dominated
the rural employment by 56.1% and stood at 30.0% of the total employment. In urban
Villages, most of the persons (19.1%) were employed under Retal Trade industry, followed
by Public Administration with 15.0%. Retail Trade recorded the highest (17.5%) number of
employees in towns/cities, followed by Public Administration with 13.4%.

Labour Force analysis reports over the years, however, show a perennial and increasing rate

of unemployment in Botswana since 1991. The labour reports show the following
unemployment trends: 1991 (13.9%), 1993/94 (21.6%), 2001 (19.6%), 2002/03 (23.8%), 2004
(26.4%), 2005/06 (17.6%).

Employed persons were here are those who did work during the refere nce period either for payment in cash or in kind (paid
employees) or who were engaged in self employment for profit or family gain, and persons temporarily absent from these
activities but definitely going to return . Some works were defined as one hour or more in the reference seven days with
economic work taking priority over all activities.

Botswana is said to have maintained a stable and steady economic growth since 1966; thus,
transforming itself into a middle -income country with a per capita Gross Domestic Products
(GDP) of income at market exchange rate averaging about $3,800 (Ministry of Finance,
2010). The country is also said to have made some remarkable investment and progress in
education and health. Botswana largely depends on the extraction of diamonds for export.
On the average, this accounts for over 70% of its export earnings and contributes 36% of
GDP. Botswana is also a large exporter of beef to the European Union, though this industry
now faces a myriad of problems. Agriculture only contributes about 3% of GDP. Thus, taken
together, agriculture and mining contribute about 39% of the rural GDP to overall GDP.
Currently, the country has placed emphasis on diversification of its economy to other
sectors such as touwism which is showing potential for growth (BIDPA, 2006). The size of
GDP at current market price is approximately P115 billion (approximately US $14 billion)
year ending in 2011 (Ministry of Finance, Budget Speech, 2012).



Despite Botswana's proclaimed emnomic success story, over 20% of Batswana continue to
live below the poverty datum line of less than US $ 1.25 per day. Thus recent reports by the
African Development Fund (2011) confirm that 23% are living below US $1.25 per day,
while the official latest 2009/10 Botswana Core Welfare Indicators (BCWIS) also indicate a
decline in the proportion of persons living below the datum line (PDL) at the national level,
from 30.6 percent in 2002/03 to 20.7% in 2009/10. The BCWIS also indicates that there has
been a change in the distribution of poverty incidence between 2002/03 and 2009/10. The
cities and towns have experienced an increase in poverty incidence whilst the rural areas'
poverty incidence has declined. Thus in the rural areas, the poverty headcount of 44.8% in
2002/03 recorded a decline in persons living PDL to a headcount ratio of 25.5% in 2009/10
while the percentage of persons living below the PDL in the cities and towns registered an
increase of 3.4 percentage points from 10.6% in 2002/03 to 14.0 peent in 2009/10.

However, though these poverty figures may look modest in comparison to other countries
in Africa, the gini -coefficient!! for Botswana still stands at an alarming 0.626, while the
income of the poorest 40% of the population is only 11.7% of the total GDP (Republic of
Botswana (DWCP), 2011:10). This, in itself, does confirm the deep inequalities within the
economy. This is so because several factors identified as the root causes of poverty in
Botswana still persist. These include: harsh climatic conditions, lack of employment
opportunities, lack of vocational and entrepreneurial skills and inappropriate targeting of
developmental programs and assistance policies.

The giiii coefficient measures the extent ot income distribution among individuals or households within an economy. A gini co efficient ot zero
means total equality and that of 1 implies complete inequality.

It is also clear that the dependence on the extraction of the diamonds has not led to
expansion in job creation while other sectors have not shown any significant growth. The
largest formal employer in the economy remains the government and has not been effective
in dealing with the unemployment problem. The quest to privatize so that the private sector
is stimulated to provide employment has not been that successful as yet. The private sector
is still small, fragile and highly government dependent.

Evolution of Social Protection in Botswana

Prior to independence in 1966, Batswana relied on traditional support systems to address
issues of poverty and destitution. The extended family system was seen as a social
protection regime when individuals went through life cycle crisis. The family provided a
window of support during hard times and children w ere seen as a social safety net when
parents became sick, disabled or old. The society during this time was guided by the
principles of solidarity and reciprocity. The principle of solidarity emphasized a sense of
unity, and shared responsibility towards o ther family members. Hence, members within the
family felt obligated to support each other in times of need. On the other hand, generalized
reciprocity was exercised whereby each member of the family or kinship provided
assistance without expecting anything in return.

Besides the family or kinship system, other forms of informal social protection arrangements
existed namely: "mafisa, go tshwara tewand majako".The mafisasystem allowed the destitute
poor to look after the rich people's cattle and in retu rn to have access to these cattle. While
taking good care of the livestock, recipients had free milk and meat for the family, used the
cattle as draught power and also to transport water, firewood or collect harvest. On the
other hand "go tshwara teu"allowed the destitute poor to look after cattle and in return to be
given payment of one or two cows. Finally, "majako" system provided the poor with an
opportunity to work in the fields or sell their labour during the ploughing or harvesting
seasons and in reéurn, get a share of the harvest. (BIDPA, 1997).

12 See Bechuanaland Protectorate Development Plan 1963968 p. 24.



At independence in 1966, the government acknowledged that solutions to social problems
could still be found within the framework of customa ry law and traditional support
systems'2. However, the devastating drought of the mid sixties necessitated government to
intervene as people could no longer rely on subsistence economy. Invariably, with
assistance from the World Food Programme, the first formal social protection program was
launched to counteract the effects of drought in 1965. Vulnerable groups such as lactating
mothers, pregnant women, pre-school children, and children aged 6-10, TB patients,
malnourished children and primary school child ren were the primary beneficiaries of this
drought relief program. The rest of the community benefited from this program through
what was called "food for work" (Ipelegeng). People were provided with food in return for
work on community projects such as destumping of lands, building of teachers' quarters,
school classrooms and small dams, repair and construction of rural roads!3. In addition to
this, the national strategy for development focused on improving medical facilities, housing,
education, water supply and creation of new industries. 14

During the national plan period 1973 -1981, the Social Welfare Unit was established within
the Department of Community Development to address emerging social problems. It had
become clear that due to urbanization and other social change factors, the traditional family
was slowly getting weakened. There was also evidence of the general decline in the
traditional social safety nets as well as community responsibility. The majority of people
migrated from rural villages to settle in towns leaving the elderly alone. Similarly, squatter
areas were equally mushrooming in urban areas breeding serious problems such as crime,
juvenile delinquency and general destitution (Ntseane & Solo, 2007).

Further, the Short Term Plan of Action for Care of Orphans (STPA) was launched in 1999 to
respond to the critical needs of orphans. The STPA emphasized the importance of providing
these children with psychosocial support in addition to food, clothing, education, shelter
and other material p ackages. Other social protection programs such as the Old Age Pension
and the World War Il Veterans were both introduced in the mid 1990s through a
Presidential Directive to further improve the quality of life of the elderly people and to
enhance their income security. Similarly, government intensified the provision of social
services such as education, health, housing, water and sanitation to reduce the intensity,
incidence and prevalence of various social risks (Ntseane & Solo, 2007).

Legal/Regulatory Framework for Social Protection

In Botswana, the delivery of social and economic development is guided by five national
principle s of Democracy, Self Reliance, Development, and Botho. The government
recognises the importance of ensuring that all citizens do lead dignified lives, by providing
support to those who cannot afford the basic necessities of life. This notion captured in
Vision 2016 makes the pronouncement that Botswana will be "a compassionate and caring
society, offering support and opportunity to those who are poor, including all people in the
benefits of growth". The current President's notion of the "4Ds" - "Dignity, Di scipline,
Democracy and Development” has entrenched the original impetus for the programme for
needy and vulnerable persons as aptly captured during NDP 7 (1991-1997) which stated that

13 See Transitional Plan for Social and Economic Development 19661969

14 Bechuanaland Protectorate Development Plan 19631968
every citizen is entitled to a minimum standard of life that is consist ent with human dignity.
It should be noted that dignity requires a clear distinction between those needy and
vulnerable persons that are in chronic, extreme poverty (long term) and those who have
suffered a household level disaster (short term).



There arevarious legal frameworks that guide the deliver of social protection in Botswana.
The formal social protection schemes are governed by several instruments that include:

1. The Pensions and Provident Funds regulated by the Pension and Provident Fund Act
(CAP 27:03) of 1987. This Act provides for the registration, incorporation, regulation and
dissolution of pension and provident funds. There are about 94 pension funds registe red
in the country. Most medium and large organisations -parastatal, private and public
services have established pension funds for their employees. Currently, the Pension and
provident Funds Acts is under review. The structures of such funds as per Pensions and
Provident Fund Acts provide management structures for effective functioning.

2. The Employment Act CAP. 47:01 of 1984 came into force on the 1%- December 1984. It
repealed and replaced the Employment Act of No. 29 of 1982 in order to amend the law
relating to employment and to make comprehensive provisions. Among, the 2004 key
amendments is the protection of employees when their employer becomes insolvent, by
means of privilege on the employer's assets before nonprivileged creditors are paid
their share. The Act provides the central link between the State and the employee in the
form of the so-called "floor of rights”, a set of statutory entitlements purporting to
provide a protection by prescribing labour standards in the employment relationship
The principal functions of the Act are to lay down basic minimums required for contract
of employment e.g. sick leave, maternity leave, notice pay, hours of work, overtime and
severance pay to prevent exploitation of workers. The Act also specifies the need for
payment gratuity to contract employees. Most parastatal, private and even government
do provide for payment gratuity if such an engagement is for more than 24 months.

3. There is a Workmen's Compensation Act which is intended to provide compensation to
workers for injuries suffered or occupational diseases contracted in the course of their
employment or for death resulting from such injuries or diseases. It applies to any
worker employed by the Government, the local authority or statutory corporation in the
same way and to the same extent as if the employer were a private persoi®. The
employer will be found liable if the accident arose out of and in the course of a worker' s
employment and resulting in personal injury 6 An employer whose worker suffers
personal injury or an occupational disease arising out of and in the course of the
worker's employment shall be liable to pay compensation in accordance with the Act 7.

15 Section 3(i) Workmen's Compensation
An employer shall not be liable to pay compensation for any injury or occupational
disease which does not incapacitate the worker to an extent that he is unable to work
and earn full wages for any length of time or that has been deliberately self-inflicted 8.

4. There is also the 1995 Income Tax Act (Superannuation Fund) that regulates the taxation
of contributions, investment income and benefits. Employee contributions are tax
deductible up to 15 per cent of salary and employer contributions are tax deductibl e up
to 20 per cent of salary. There is no ceiling on salary. Investment income is tax exempt.
Up to one-third of the pension may be paid as a tax-free lump sum if the pension
exceeds BWP 5,000, with the total amount payable as a taffree lump sum below this
amount. Pension benefits are taxed in the same way as salary. Cash withdrawals upon
termination of employment before retirement are fully taxable.

5. There is also the Motor Vehicle Accident Fund Act which is intended to provide for
compensation for certain loss or damage caused in vehicle accidents. Section 12 of the
Act provides that:

"subject to the provisions of this Act, and any conditions which may be prescribed relating to
the submission of, investigation of, and processing of claims, the fund shall be obliged to



compensate any person (in this Act referred to as third party) iamaount that reasonably
equates to the value loss or damage which he may suffer as a result of:

a) bodily harm to any person including himself; or
b) the death of any persofMotor Vehicle Act, 1998).

The Act explicitly requires that a third party's claim must arise from the negligent driver of a
motor vehicle. If negligence cannot be proven, then the Motor Vehicle Accident Fund is not
liable.

16 Section2 Workmen's Compensation
17 Section11 (i) Workmen's Compensation

18 Section1l1 (2)Workmen's Compensation Act

Coverage of Social Protection in Botswana

The social protection schemes/programmes can be largely classified as universal old age
pension scheme, employment/occupational contributory schemes, government-assistance
programmes and informal social protection programmes. This section discusses these
schemes/programmes categorized below as:

Universal Old Age Pension

The Old Age Pension scheme was introduced in Botswana in 1996. This is an entitlement
scheme administered by the Commissioner for Social Benefits in the Ministry of Local
Government. Implementation is done by social workers in the Local Authorities.
Beneficiaries receive their allowances from post offices. The major objective of the scheme is
to provide financial security to the elderly citizens who otherwise are without means of
support due to the disintegration of the extended family support system. Eligibility for the
Old Age Pension is currently defined only by age (65 years and above). It has the following
additional features:
3 Only Batswana citizens qualify.
3 Special efforts are made to ensure that the elderly poor who reside in isolated remote
areas have access to this scheme.
3 The allowance is not meanstested and non-contributory.
3 Mental patients, whether hospitalis ed or taken care of by families and friends are
entitled to the scheme.
J Prison inmates are excluded until they complete their sentence as are citizens
residing abroad.

Available records show that the number of beneficiaries has steadily increased from 84,577
in 2003 to 86,859 in 2008 It is estimated that of these recipients of the old age pension,
65-75,000 are retired old age persons. The 2002/2003 Household and Ineoe Survey (HIES)
indicates that over 95% of the elderly are now registered for this program (CSO, 2004).

Employment/Occupational Contributory Schemes

There are about 94 pension funds registered in the country. Most medium and large
organisations in the parastatal, private and public sectors have established pension funds for
their employees. Both employers and employees make monthly contributions into t he fund
as contractual saving. One such contributory scheme, the Botswana Public Offices Pensions
Fund (BPOPFP), was registered in 2001 for public servants and is one of the largest pension
schemes. That is, of the 300,000 workforce in the country (of whic 120,000 are employed by
central and local governments), about 80,000 (66%) are covered by BPOPFP. Of those in

19 Source Social Benefits Division, Department of Social Benefits



the private sector and other organisations (180,000), only 28,000 (or 16%) are covered by
other active pension funds. These are mainly the managerial and skilled workers with an
average salary of P5, 200 ($700) who are covered by other contributory schemes. About
152,000 (84%) are therefore not covered per se (Finmark, 2008)

The other large employment/ occupational pension schemes is the Debswana Pension Fund.
Since its inception in October 1984, Debswana Pension Fund has seen its membership grow
to around 9,000. The Fund was established to provide members with a pension after
retirement, and to offer financial support to members' dependants upon the members' death
(Debswana, 2010).

In addition, there is the employment severance/gratuity. This started purely as a severance
benefit borne by the employer. However, over the years there was evidence of a risk
associated with employers, especially those in the private sector, defaulting to pay such
employment severance or gratuity before they could liquidate. Consequently, in 1992, the
law was amended to make it payable every five y ears, irrespective of whether employment
was terminated or not (Finmark Trust, 2008). The specific coverage figures for beneficiaries
under this scheme could not be established.

Government Social Assistance Programmes

Government provides a wide range of services for families and children as social protection.
These services are aimed at reducing poverty as well as providing a social safety net for
individuals, groups and families and are usually part of the annual budget. This section
briefly reviews the f ollowing programs:

Program for Destitute persons

Orphan Care Program

Supplementary Feeding for Vulnerable Groups

World War Il Veterans

Labour Based Drought Relief Program

Program for Remote Area Dwellers

Community Home -Based Care

Ipelegeng Programme

G e G e e G G G

Program for Destitute Persons

The definition of the destitute person describes clearly who is covered and who is excluded.
Eligibility for destitute benefits is therefore targeted and conditional. For one to register as a
destitute one either has to come forward as an individual or they can be referred or
nominated by family members, individuals or community leaders. The scheme does not
discriminate on the basis of age, gender or ethnicity. Once the individual has been
nominated, professional Social Workers then conduct rigorous assessment to determine
whether the individual qualifies. The National Policy on Needy and Vulnerable Families of
2009 does not depart significantly from the target groups of the pre vious Destitute Policy; it
incorporates several of that Policy's major elements. The major change is that while
assessment and qualification under this policy is based on the family, rehabilitation and
relief benefits are provided to individuals. The defin ition of a needy and vulnerable family
under the current policy under review monetizes the definition of a destitute family of the
earlier 2002 policy. The qualification under this Policy begins by setting a maximum means
test for a household which will in clude the:
3 Families with a monthly income less than P300; or
3 Assets insufficient to generate P300 ($40) per month (Total asset value of P33,000
($4,700) or 9 livestock units); or
3 A combination of asset yield and other income that totals less than P300 ($40) per
month.



Under the current review the definition of the beneficiaries will be within a qualified needy
and vulnerable family, the qualified beneficiaries may include three co ntinuing categories of
chronic extreme poverty:
3 A person who is of an advanced age (65 or older) which renders him incapable of
working or otherwise sustaining themselves.
3 A person who is experiencing physical, emotional or mental incapacity, and has
limited opportunities to engage in an independent and sustainable livelihood.
3 A dependent child who is not catered for under any of the other children's social
safety nets sich as orphan care.
3 Within a qualified needy and vulnerable family, the qualified beneficiaries may
temporarily include able -bodied individuals whose family has experienced a
household economic disaster.

The last available figures show that there are 38,074 registered destitute persons in
Botswana.2° This number has been growing steadily since the program was implemented.

The Orphan Care Program

An orphan is defined as "a child below 18 years who has lost one (single parent) or two
(married couples) biological or adoptive parents" This definition also incorporates children

who are abandoned or dumped by their parents who can no longer be traced (Ministry of
Local Government & Housing, 2003).

The problem of orphans is not a new phenomenon in Botswana. However, in the past, this
problem was not pronounced as relatives and the community at large provided a safety net
for these children. With the advent of social change coupled with the escalating rates of
HIV/ AIDS, the number of orphans continues to increase.

20 Records obtained from the Department of Social Services, Mnistry of Local Government
For example, in 2002 there were 39, 571 registered orphans. In 2004, this number increased
to 47,964. In 2007 there were 51,600 registered throughout the country! This figure is said to
be a serious underestimation as some relatives are reported to be refusing to register
orphans because of the stigma association with the HIV/ AIDS epidemic.

Unlike the destitute program, the orphan care program is a social allowance program;
therefore, it is not means tested. Eligibility is therefore open to all Batswana children under
the age of 18 who do not have parents and therefore lack access to basic hman needs such
as food, clothing, toiletry and shelter. Children over the age of 18 are covered by the
destitute program. Identification of orphans is the responsibility of teachers, social workers,
relatives, community leaders, as well as members of the mmmunity. Registration is finally
done by social workers who conduct a thorough assessment of the situation. Once the status
of the child has been determined and eligibility requirements met, children are then
automatically registered. Currently, 92% of re gistered orphans are receiving assistance and
only 8% are supported by relatives.

Vulnerable Group Feeding Programme

The vulnerable group feeding program is one of the oldest social safety nets for children and
vulnerable groups. Established since independence in 1966, the program aims at
distributing meals and nutritional supplements to people who are vulnerable to
malnutrition, including women of child bearing age from poor or low income households.
The program is implemented by the Ministry of Health an d the Local Authorities.

Beneficiaries of this program are pregnant and lactating mothers, nutritionally at risk
under-fives and TB patients. During drought years, supplementary feeding is provided to
all under-fives while food rations are supplied to lactating mothers. However, in
non-drought years, supplementary feeding is based selectively on the weight p rogression of
the child. Seemingly children who are underweight are given preference. By July 2005, there

21 Official statistics obtained from Department of Social Services, Ministry of Local Government, 2006.
22 See BIDPA Consultancy on Social Safety Net2006

23 See Ministry of Finance and Development Planning National Development Plan 8 page 393

24 See Ministry of Finance and Development Planning National Development Plan 9 page 315.



were 268,000 beneficiaries registered under this schem& Data show that since the
implementation of this program, the prevalence of severe protein e nergy malnutrition has
decreased from 0.5% in 1991 to 0.3% in 1995. Records indicate that there has been
considerable improvement in the nutritional status of children, particularly the under -fives
over the last years. Suffice to mention that, in general, HIV and AIDS pandemic are reported
to have had a negative impact on the health and household food security of the beneficiaries
in Botswana.

World War Il Veterans Allowance (WWII)

The WW Il Veteran allowance is also a universal entittement program whic h is not means
tested. This program is also administered by the Commissioner for Social Benefits, but
unlike the Old Age Pension Scheme, it is implemented under the office of the District
Commissioner/Officer in various districts. Its beneficiaries also re ceive their allowances
from post offices.

The WW 1l is payable specifically to those veterans or their surviving spouses or their
children under 21 years "in recognition of the services they rendered for the security of the
country and not other countries . The allowance is also by "extension” payable to World War
| veterans or their surviving spouses. Those who have emigrated or have been repatriated
do not qualify for such pensions. Where the veteran had more than one spouse or more than
one child, the allowance is divided equally among the recipients. Available data could not
confirm the actual number of veterans covered but interviews with officials indicated that
the number of beneficiaries has declined because most have already died.

Labour Based Drought Relief Program (LBDRP)
The scheme was started in the 1960s as an emergency response to alleviate effects of
drought. Invariably, during the drought intervention in the late 1960's and 1970's, payment
for participating in drought programs was in the form of "food for work". The o  bjectives for
this program have now shifted to concentrate on 2>
a) Provision of temporary supplement to rural incomes through wage employment
for the most affected by drought
b) Maximising employment opportunities under the scheme
c) Creating a socially useful or productive infrastructure
d) Maximising participation of rural communities in the identification of
meaningful projects.

Every year, an Inter-Ministerial team assesses the situation of crop harvest, pastures, water
availability and other related contingencies. Around May/June the President may then
direct that the scheme be implemented countrywide. Once the drought year is d eclared by
His Excellency the President, implementation commences, coordinated by the Ministry of
Local Government, and implemented by the Local Authorities.

Labour Based Drought Relief projects benefit all the able-bodied in the rural areas that have
lost their livelihoods because of drought. No means testing is used to select participants.
However, a rota system is developed to ensure that there is maximum participatio n to the
intended beneficiaries. The cumulative number of people employed under the 2003/04 was

25 See Ministry of Finance and Development Planning National Development 9 2003- 2008

121,599 workers comprising of 98,968 females and 22,631 males against a total of 1362
projects.z

Program for Remote Area Dwellers
The remote area dwellers or Basarwa/Bushmen mainly live in remote and arid parts of
western Botswana where there is very little economic activity. By tradition, most were



nomadic hunter-gatherers and did not engage in arable agriculture.?” The origin of Remote
Area Development Program (RADP) dates back to the 1970s when it was called the
Bushmen Training and Settlement Project. After several reviews, the program has evolved
to focus specifically on ensuring that beneficiaries achieve sustainable social and economic
development and that they benefit equally from rapid economic development of the
country.?® The Ministry of Local Government implements this program in 64 designated
settlements through the Department of Social Services.

Remote area dwellers depend largely on the social protection schemes provided by the state.
The majority if not all of the remote area dwellers receive the destitute rations and
allowance. Eligibility criteria used in these schemes applies in the RADP program. The
scheme provides funds for productive and business-oriented activities including game
ranching, harvesting and utilisation of veldt products and arable agriculture. In terms of
coverage, the Ministry of Local Government implements this program in 64 designated
settlements through the Department of Social Services. The actual number of beneficiaries in
these settlements could not be established.

Community Home -Based Care

This programme was established in 1995 in response to increased illnesses due to
HIV/AIDS. The aim of the programme is to ensure quality care from health facilities to the
home setting. The programme is implemented through joint partnership between the
Ministry of Health and Ministry of Local Government. In 2002, 6,380 patients were
registered by social workers, compared to 1058 in 20012° Patients enrolled in this
programme benefit from the clinical medical assistance as well as a food basket that is aimed
at meeting the nutritional needs of the patients. Therefore, the Pula worth of the food basket
depends on the nutritional needs of patients. For example, currently some patients receive
as much as P397.00 (about $58) worth of food, while others get P276.00 ($40) or less. Other
assistance includes supplies such as gloves, mackintosh bedspreads, bedpans and
disinfectants to protect both patients and care givers. Eligibility for assistance under this
programme is not means tested (Ntseane & Solo, 2007).

26 Republic of Botswana Labour Based Drought Relief Program Monthly Report May 2005
27 See Ministry of Finance and Development Planning 1997page 365

28 See Republic of Botswana Report on Review of the RADP2003
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Ipelegeng Programme

This programme was introduced in July, 2008, not only as a means to create temporary
employment on rotational basis but also as a long term programme to target people with no
or limited sources of income. It is estimated that as at February, 2010, it had cumulatively
employed 234,462 people, of which 172 686 were females and 61,776 males, and government
was estimated to spend Pl.4 billion (US$0.2b) in the National Development Planning
[2010-2016] (NDP 10), at an annual expenditure of P200 million ($28.5m) (Budget Speech,
2010).

Private Health Social Assistance Schemes

Private sector organisations have joined hands with government to develop HIV/AIDS
workplace policies and strategies. The schemes that have been developed are to complement
provisions from government. The private sector initiative is part of a multi -sectoral response
to the HIV/ AIDS scourge and hence the provisions tend to follow the procedures laid down

in the National Policy on HIV/AIDS.

The DEBSWANA mining company was the first company to initiate a private sector
response to HIV/AIDS. By 2002, it had provided ARV treatment to 186 staff with AIDS. It
also implemented care and support programme for the staff and their registered
dependents. Barclays Bank also started providing ARV treatment for staff and their
dependents in 2002. Other private companies, namely, First National Bank, Botswana Power



Corporation, Botswana Federation of Trade Unions and Bank of Botswana are
implementing prevention programmes such as information and awareness campaigns,
condom distribution, counselling and on -going counselling and support for employees. 3°

Informal Social Pr otection Programmes

Despite the advent of social change, the informal networks for providing care and support
are still part and parcel of the Batswana social structure. Members of the family continue to
play a critical role in assisting the sick to get medical care, to provide emotional support and
to collaborate in raising money to meet funerals costs. In some cases, family members have
found the need to create special funding schemes where they periodically contribute to
funeral insurance schemes or to aspecial saving account. Burial societies, on the other hand,
have become a strong informal social protection scheme for the majority of people who
occupy low paying jobs (Ntseane & Solo, 2004). Three main categories of burial societies
exist in Botswana, namely: work -based societies, ethniecum-regional societies and the
communal - oriented burial societies (Ngwenya, 2000).

Financing For Social Protection Schemes

30 See Republic of BotswanaStatus of National Responskd-4.
These various social protection schemes/programmes are financed from and/or by a variety
of sources. The government assistance schemes derive their funding from the tax generated
government revenue. According to the recent 2010 IMF assessment, the Botswanaconomy
though recovering from its worst recession in 40 years, contracted by 3.7 percent from an
average annual growth of over 6% last year due to the collapse in the demand for diamonds
in the wake of the global financial crisis. The prompt easing of fi scal and monetary policies
cushioned the impact of difficulties in the mining sector on the rest of the economy such that
the non-mining sector grew by a healthy 6.2 percent in 2009. The economy will likely see
some rebalancing in 2010 as mining continuesits gradual recovery while the non -mining
sector (such as services, manufacturing, agriculture, etc) decelerates as fiscal stimulus is
withdrawn. Overall GDP growth is projected to reach 8.4 percent and beyond in 2011, led
by a rebound in diamond productio n while the non-mineral GDP growth is expected to
about 5%. The current deficit stands at P32 billion and is projected for over 7 years. This in
itself presents a problem with the financing of government -assistance programme. The
structure of spending for 2009/10 shows that sectors such as food and social welfare
expenditure is 1%; community and social services is 3%; health is 9%; education, 24%; roads,
3%; agriculture, 3%. The current scenario is that social protection expenditure is scattered
among these annual budget expenditures and a reduction due to budget constraints arising
out of social budget cuts owing to huge deficit financing over the coming fiscal years will
have some definite impact. For example, the State provides old age pension universal
coverage at low cost (annual direct cost of approximately P235m (US$ 34m) and 1% of total
government spending), and supports the incomes of the elderly. However, the scope to
increase this government spending remains limited given the large government defic it
arising out of the global recession.

The employment/occupational schemes are, on the other hand, financed through contractual
savings (employer and employee contributions). Both employers and employees make
monthly contributions into the fund as contr actual savings. Contributions pension plans are
financed both by employers and employees. Contributions depend on plan rules. For tax
reasons, they are usually limited to a maximum of 35% of contributory salary. The total
employer and employee contribution rate under an average plan is between 10 per cent and
15 per cent of contributory salary (typically 5% employee contributions, 5 -10% employer
contributions). The contributory salary is defined in the plan rules, with no limits usually set
on its amount. Contributions must be paid within 21 days of the end of the calendar month
for which they are due. Employees may make additional voluntary contributions to the
same and/or another plan in accordance with the plan rules. For the Botswana Public Offices



Pensions Fund (BPOPFP), for instance, employers contribute 17.5% while employees
contribute 2.5%. As for the Debswana

Pension Fund, the money comes from the contributions the employer makes for the
employees as well as the returns earned on the various fund investments. Debswana
contributes a generous 20% of each employee's salary per month, ensuring valueadd for
members at the end of their working lives. The contributing employers are Debswana
Diamond Company, Botswana Diamond Valuing Company, DeBeers Prospecting and
Morupule Colliery. The fund has benefited from exceptional investment growth, especially
in the years 19881998 when the performance of world markets often exceeded expectations.
Although it would have been ideal to benchmark the fund against this performance for the
future, poor global market performance and extreme volatility in the past year has led to a
period of slow growth.

With regard to employment severance/gratuity, termination comprises resignation,
retrenchment or the end of a given employment contract. The cost is borne by the employer.
The calculation is normally 1 day of pay for every month worked in the first five years or
approximately equivalent to 12 x final weekly salary, 3 x final monthly salary or 25% of final
annual. Then every five years thereafter, it could be 2 days for each month (pro-rated)
(Finmark Trust, 2008).

The informal social protection arrangements are largely financed through personal
members' contributions without any outside intervention and such contributions a re not
always confined to money. For the informal social schemes such as the burial society
schemes, members of the family continue to play a critical role in assisting the sick to get
medical care, to provide emotional support and to collaborate in raisin g money to meet
funerals costs. In some cases, family members have found the need to create special funding
schemes where they periodically contribute to funeral insurance schemes or to a special
savings account. The burial societies provide financial as well as logistical support to
members during the time of illness and death. Due to the HIV/AIDS pandemic and its
consequences, burial societies are not able to cope with the increasing number of deaths. The
additional challenge is that Batswana in general prefer to bury the dead after a period of at
least a week, to provide food daily for the mourners plus community members before and
after the funeral, and to purchase expensive coffins. Invariably, funerals have become very
expensive ventures.

The Role of Pension Funds in Investment and Development

Over the years, the pension fund assets in total are said to have grown from about P2, 200
million in 1999 to about P30.4 billion ($5 billion) as at September, 2009 (BIDPA, 1999; Budget
Speech, 2010). Owing to his growth of the pension assets and the insurance industry, the
Non-Bank Financial Institutions Regulatory Authority (NBFIRA) has developed an
appropriate regulatory and supervisory framework.

Most of the organisations, however, do not manage their pension fund investments directly
but place these in the hands of professional fund managers who invest these funds in a
variety of ways, using appropriate financial instruments taking into account low risks on the
financial market (BIDPA, 1999). The objective o the fund management strategies is to
generate as high a level of investment returns as possible, without taking a level of risk that
would jeopardise the fund's assets and its ability to meet its future pension payment
obligations. In this context invest ment strategies are devised within the parameters laid
down by actuarial analysis of pension fund liabilities. The actuary will normally determine
the pension fund's future obligations in terms of the anticipated level and time profile of
pension payments, and ensure that the fund's assets are invested in such a way as to meet
these obligations (BIDPA, 1999). This is usually done by matching this to the liabilities in
terms of maturity, liquidity, and risk - avoiding, for instance, major currency mismatches of
assets and liabilities. There are two essential elements in minimizing risk. The first is
avoiding individual high risk investments, where there is a high level of uncertainty over



the maintenance of the principal value of assets. Hence pension funds ae not well suited to
providing venture capital investments (BIDPA, 1999). The second element is asset
diversification, where a certain amount of risk can be accommodated if funds are invested
across a wide enough range of assets with different characterigics. Hence pension funds are
typically invested in a range of different assets, with blue -chip equities (company shares)
making up the largest single proportion (BIDPA, 1999). Other assets include bonds (both
corporate and government), shorter-term securities such as Treasury Bills, fixed deposits
and property. Each of these assets has a different risk/return profile, with equities having
higher risks (in terms of volatility of returns) but higher average returns than, say, treasury
bills and fixed deposit s, which are safe but not particularly rewarding. By investing in a
portfolio that includes a wide range of such assets, the risk/return combination can be
improved. Risk is also reduced by investing across a range of markets in different countries
and currencies. Because of the very long time horizon of pension fund investments, pension
fund managers can, by investing predominantly in equities, benefit from the generally high
returns on stock market investments without being unduly concerned with the short term
fluctuations that stock markets are often subject to (BIDPA, 1999).

Given the foregoing, although there are over 94 funds, most of the assets are accounted for
by just a few of the largest funds. The total pension fund assets are dominated by the
Debswana Pension Fund (DBF) which is the pension fund manager of Debswana, the joint
venture company between De Beers Diamond Company and the Botswana Government. It
is estimated that Debswana accounts for approximately 40% of the total pension funds
assets (Debswana Pension Fund, 2010). The current DPF's investment is spread across
various investment vehicles including shares, bonds, short term deposits, cash and
property, totalling in value of P2.6 billion (Debswana Pension Fund, 2010). Of this, the
property portfolio consists of directly owned commercial, retail and residential property to
the value of P43.8 million, while the rest of the properties are owned in partnership with
other organisations such as Botswana Development Corporation, Motor Vehicle Accident
Fund, Engen Botswana and Botswana Insurance Fund Management largely in equal
proportions. Together, directly owned and partnership properties make P90, 300, 000 or
3.56% of the total DPF asset base (Debswana Pension Fund, 2010. Khumo Property Asset
Management was awarded the Asset and Property Management contract of the Debswana
Pension Fund property portfolio in January 2007. The value of the portfolio at the time was
P81 000. The next largest are those of the banks and some parastatals (Debswana, 3.

On the other hand, in the public pension domain, the Botswana Public Offices Pensions
Fund (BPOPFP) is administered by Alexander Forbes Financial Services Consultants. The
Board of Trustees comprises 9 employer trustees, 9 employee trustees, 1 pensiter trustee
and one independent trustee, appointed by the Board of Trustees. There are 21 Trustees
including the Principal Officer. Thus, most workers are represented on the Board. This fund
has five main committees, namely. investment, benefits, audit, marketing and
communication, and human resources. The investment committee oversees the functions of
the Board of Trustees' mandate on investment. Like the Debswana Pension Fund, the
investment options range from equities, bonds and property, both locally an d offshore.

Of late there has been emphasis by the government on the need to invest more locally so as
to generate local wealth and employment. Botswana Stock Exchange has, therefore, been
working on introducing Exchange Traded Funds (ETF) in order to provide an inves tment
vehicle to investors (Ministry of Finance, 2010). These are preselected basket of shares that
are structured in a way that they trade as a single entity. Since currently Botswana invests
about 60 to 70% of its savings, especially pension funds in irternational markets, it is
envisaged that this will boost financial trading instruments in the capital markets so that
funds are invested locally (Ministry of Finance, 2010).

Benefits of Social Protection Schemes



Coverage ofILO Convention 102: Condition s and Access of BenefitsConvention 102 of 1952
concerning minimum standards on social security as promulgated by the International
Labour Organization (ILO) requires member states to provide the benefits. The convention
requires member states to provide the benefits in situations where there is a suspension of
earnings as defined by national laws or regulations, due to inability to obtain suitable
employment by able bodied persons who are capable of and available for work. Botswana
has not ratified Convention 102. However, the country tends to cover most of these as
shown in Table

1 below. Table 1 and the description that follows below indicate how Botswana covers social
protection in various ways despite not being party to the ILO Convention 102.

Table 1: Indications Coverage of Social Protection is as perin ILO Convention 102
Benefits Coverage
Yes No

Medical health X
Sickness X

Unemployment X
Old age
Employment injury
Family benefits
Maternity benefits
Invalidity benefits

XX | X|X]|X

Source: Field Data

(a) Medical Health & Sickness

The government of Botswana puts health promotion and care, and disease prevention
among its priorities, the basic objectives of which are the access to essential health care by all
citizens, regardless of their own financial resources or place of domicile, and the assurance
of an equitable distribution of health resources and utilization of health services. Thus, for
example, with regard to access to health services, an estimated 88% of Batswana residents
are within 15kms of health facilities and 81% within a 10km range have access to health.
However, although health care has been made accessible, government decided to introduce
some modest charges as a cost sharing measure with effect from Septembers12007. Most
trade unions and civil society organisations have many a time criticised this move and
urged government to revert to providing free medical care at no cost to the beneficiaries.
There have also been criticisms with regard to the quality of health care provided
country -wide.



(b) Maternity Benefits

Maternity leave and sick leave are well espoused in the Employment Act and are
enforceable. For example, the General Orders governing work conditions in the public
service provide for 84 calendar days (6 weeks before and another 6 weeks after
confinement), on full pay for a maximum of three confinements. The Orders stipulate that
there must be two full years between confinements, ostensibly to protect the health of the
mother and to ensure good family planning practice. For the fourth and subsequent
confinements, female workers are entitled to the same leave period but at half salary. Upon
resumption of duty after maternity leave, mothers are entitled to one hour recess per
working day for a period of one year, to facilitate nursing of the baby. Before and during
maternity leave, the public service contributory medical aid scheme provides coverage. All
pregnant women undergo a mandatory HIV test and those that test positive are enrolled for
'Prevention of Mother to Child Transmission' (PMTCT) and have full access to free ARV
therapy if their CD4 count is below 200. The Employment Act also provides protect ion for
women against unfair treatment or dismissal and lays down penalties for offending
employers. The Act stipulates that women in the private sector receive the same amount of
maternity leave but at 25% of salary. Botswana offers no paternity leave provisions.

(c) Employment Injury & Invalidity Benefits

The issue of employment injury, invalidity and disability of individuals in the formal sector s
is also well stipulated in the Workmen Compensation Act. Employers are required to report
injuries and occupational diseases within seventeen days of the date the injury occurred or
disease was diagnosed3! Proceedings under the Act will not be maintaina ble unless notice
of the injury or disease has been given by or on behalf of the worker as soon as practicable.
This must be before the worker has voluntarily left the employment in which he was injured
or at any rate within twelve months from the date it occurred.®? The Act provides a no-fault
compensation for employees who are injured in accidents that arise out of and in the course
of their employment or who contract occupational diseases (Oliver, 2004:326). Employees
who suffer temporary disablement, em ployees who are permanently disabled and the
dependants of employees who die as a result of injuries sustained in accidents at work or as
a result of occupational diseases are thus compensated for their loss of earning capacity.

(d) Invalidity Benefits

31 Section 9(1) Workers Compensation

32 Section 8(1) Workers Compensation

There is currently no system of financial allowances or social benefits aimed at assisting
people with disabilities in Botswana. However, there is provision under the National Policy
on Destitute Persons for food basket and assistance for needy students who lave some form
of disability. Provision for people with disabilities is also covered under the Workers
Compensation Act. This law provides for compensation for workers for injuries suffered or
occupational diseases contracted in the course of their employment or for death resulting
from such injuries or diseases. The Act prescribes lump sum payment on death, permanent
total incapacity, permanent partial incapacity and periodic payments for temporary
incapacity. The employer is however not required to compens ate the worker where amongst
others: the injury was self-afflicted or was proved to have been caused by the worker's
wilful misconduct such as being under the influence of intoxicating, narcotic drink or drugs.
Further, home-based care programme, the desttute programme, etc. may assist such people
with disabilities.



(e) Family & Saviours Benefits

In Botswana, families are not given allowance for various needs. Instead, government
provides a wide range of social assistance and social allowance schemes asla&borated in
section 3.3 of this report. These services are aimed at reducing poverty as well as providing
a social safety net for individuals, groups and families. These include, among others, the
Program for Destitute persons, Orphan Care Program, Supplementary Feeding for
Vulnerable Groups, World War Il Veterans, Labour Based Drought Relief Program, and
Programme for Remote Area Dwellers.

(/) Old age benefits

As earlier indicated in section 3.1, the Universal Old Age Pension scheme, which was
initiated in Botswana in 1996, extends to all citizens over 65 years of age residing in
Botswana. The costs are borne by the government, with P166 ($25) per month providedin
benefits.

(g) Unemployment Benefits

In Botswana, the current (2010?) unemployment rate stands at 23.5% and is endemic among
the youth (female youth at 31.8; male youth at 23.3%). Unemployment benefits, both in law
and practice, is non-existent in the country although there has been a debate about it.
However, the government introduced the National Internship Programme (NIP) in
February, 2009 to absorb unemployed college and university graduates. It is estimated that
the government will be expected to spend P625m (about$90m) a year. There are currently
over 2000 registered graduates. Each of the volunteers receives P2000 (about US$300)
(Botswana Guardian, 2010:24).



Therefore, in practice, in Botswana various actors such as central government, local
authorities, parastatal and private sector organizations, including civi | society organizations,
provide different types of social protection programmes. The Table 2 below shows the
different actors in the provision of social protection schemes/programmes:
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(h) Employment/Occupational Contributory Schemes Benefits For the other pension
systems, the 1995 income tax laws (Superannuation Funds regulations) governing approved
pension funds in Botswana restrict the maximum that a member may take as cash lump sum
on retirement to a third of the total benefits. On resignation, a me mber receives 25% of the
total benefit or P5, 000 (about $800); which ever is greater, as a cash lump sum, which is
taxed. If the remaining 75% is less than P5, 000. The total benefit may be ewashed in full.
Members who resign start receiving their month ly pension when they reach 50 years and
they are required to purchase a pension annuity from an insurance company. In this context,
the pension is treated as a taxable income and is paid on a monthly basis for the rest of the



members' life. This amount, however, depends on the amount of the two-thirds as well as
the rate used by the registered insurance company.

Challenges of Social Protection Schemes

Botswana, like any other country, faces a lot of challenges in the implementation of social
protection schemes/programmes. The following are some of the general and specific
problems related to the various schemes and programmes earlier discussed:

1. The ability of government to effectively address the different elements of social
protection indicated above, generally besieged by several problems that range from
problems of lack of financial and human resources absence of an inclusive framework
that would facilitate broader coverage of different sections of the population,
fragmentation of services, uncoordinated work by the different ministries and
departments, lack of common and standard definition of 'socials security', ministries and
departments formulating policies and programmes that carry a very narrow
understanding of the key components of a social protection schemes, lack of policies and
legal framework to enforce, inform and guide the implementation of the different types
of social protection (Ntseane and Solo, 2007).

2. The Workman's compensation Act excludes a large number of persons such as @mestic
workers, the informally employed, the self employed and dependants. The Act does not
place much emphasis on prevention. While the aim of such social labour legislation
should have been prevention, reintegration, protection, regulation, inclusivenes s and
compensation, the Act does only focus on basic occupational diseases and accidents
safety nets.

3. The gratuity system/severance pay recognized within Employment Act for contract
employees is fraught with several challenges which include:
3  Problems of compliance such as:
o Termination n of employment prior to entittement date; and o
Liquidation of accounts or disappearance of employers.
3 difficulty in enforcing laws especially in the informal sector where there are:
o No centralized record keeping;
o No accounting obligation to accrue for payment of the benefit;
o Cash flow strain especially for smaller employers;
o No investment returns earned on accruing entitlements;
o No tax relief for the employer other than when payments are made;
0

Recipients who do not save gratuity payments to provide future

(pension) income; ando  regular gratuity payments do not meet needs
that social protection

benefits typically aim to meet.

4. The old age pension experiences several constraints that include:
3 Loss or misplacement of identity Registration Cards that identify beneficiaries;
3 Problems with pensioners who lose out because they do not know their years of
birth;
J Cases of physical abuse of beneficiaries by the members of the public and
relatives wanting to get money from the elderly; and



J Exclusion of potential beneficiaries in remote areas and cattle posts from the
program due to lack of information and access to services.

The lamentations from interviews below indicate some of the current challenges facing the
old pensioners in Botswana.

THE PENSIVE OLD PENSIONERS
It is said that there was delight when the government introduced the old age pension a few years hack, however, yealsdonostiof
the old pensioners have moving lamentations. Below are some of the excerpts of old pensioners of how theygweteacdpimes.
Pensioner 1: Aged 87.
"The money is just enough to buy basics such as maize meal, tea, sugar and bread flour. The authorities should seirdaisly look
increasing it because prices seem to be rising everyday, think P500 ($72) woulthimg&ke bit better, as it would allow one to save
something for rainy days Pensioner2: Aged 76.
"The pension idea is a good idea, but the money is just too little. After buying basic groceries the money is all boit genehd-live at
the cattle pst (traditional rural cattle rearing place) it's worse because we have to spend at least P40 on transport to go and shop in
Ramotlabaki. | am lucky that my kids help me out by buying me clothes and giving me some money once in a while. | leaplesdroe p
solely depend on the pension and things are hard for them, especially if they have children to take care of. Some ohttrebare of
absolute poverty because they are forced to sell their cattle and goats to keep their families goingt #t\WeagpP600 we would be in a
much better situation. | pray that the policy makers hear our cry and act soon, otherwise some of us will starve t&desittmér 3:
Aged 88.
"We understand that the government is doing a good thing, but the money is inadequate. All it can cover is few basis, fond @etwo
toiletries and the burial society instalment. Sometimes it feels like the money is keeping us alive just aootddntp save for our
coffins. If the amount could be increased to at least P500 ($72), then things would improve for us. Another painftidhig is
authorities are reluctant to put us on the destitute programme simply because we hm>e childaes wding. Tliis is not fair because
those children have to take care of their families too. In my case | understand that my children are not making enduggtw@spl
supporting their families and me. Cases of people with working children sholaddKeel at carefully to determine whether those children
are willing or able to support their elderly parents. Assuming that children will take care of their parents is unreaseoabse some
children just don't care or cannot afford toPensioner 4:Aged 81.
"It's a noble gesture, but the money is just too little. It cannot even buy basic groceries for the month. | hcn>e yustl lsome sugar
from a neighbour because the sugar | get with the money seldom lasts the whole time. | also hcn'e boifalysogiety instalment from
the money and pay the water bill. It's hargrices are rising everyday. One needs at least P500 ($ 72) to make ends meet. Were | on the
destitute programme things would be better, but those responsible say they watetiimelbecause my son is on it. It does not make sense
to me, but there is nothing | can do about it. It's a pity that these people don't seem to understand the situation ".

5. The Orphan programme faces the following challenges:

J Data collected from the Department of Social Services shows that its staff faces a case
load of 51,600 registered orphans or 629 orphans for each officer on an annualized
basis®. Given this case load ratio, it is practically impossible for social workers to
assess and registemll orphans.

J Research indicates that orphans in Botswana like in other countries experience
enormous hardships such as psychological distress, economic hardship, lack of
parental nurturing, anxiety about safety, withdrawal from school, increased abuse
and risk of HIV infection, malnutrition and illness, lack of love, attention and
affection, loss of inheritance, and stigma, discrimination and isolation, to name a few
(Ministry of Local Government 1999; 2003; Republic of Botswana, 2003; BIDPA,
2006). Traitionally, most of these problems were being taken care of by the
extended family. However, due to growing poverty and other economic hardships,
coupled with the changing family structure and value systems, the burden of care
and support has shifted to th e state.

6. The challenges and constraints for the destitute programme include:
3 Lack of shelter for eligible destitute persons;
3 Exit from Destitution; and
3 Lack of professional personnel.

7. The challenges and constraints of the Labour Based Drought Relief Program
include, among others, the following:

J Since the scheme is generally extended to H rural areas, it may not be well
targeted.

3 Decision-making, especially at the community level is usually highly politicized
and sometimes sensationalized;

3 Bureaucratic delays at the Ministry of Finance create problems that compromise
efficiency;

33 Official statistics obtained from Department of Social Services, Ministry of Local Government



3 Urban poor (especially those in the big villages) are excluded, yet many of them
also rely on arable crop farming for their livelihoods;

3 The daily pay to participants (intended beneficiaries) is meant be unattractive,
and resorted to when no other normal work is available/ accessible to
beneficiaries, which challenges the intentions of the scheme; and

3 In the past, intended beneficiaries were involved in deciding which projects they
wanted to carry out, at a public meeting, but Government policy has since
changed and now government directs the programmes.

8. A number of challenged have been identified with respect to the delivery of
social protection provisions in remote settlements.3* These include the following:
3 The food basket does not havethe flexibility to allow beneficiaries to select items
that they are culturally accustomed to;
3 Due to remoteness of some of the areas, the amount allocated is often not enough
to cover all the food items prescribed in the package;
3 Many children drop out of school at junior secondary school level and therefore
miss out on getting better employment opportunities; and
3 Due to low levels of literacy and skills amongst remote area dwellers, the
economic promotion fund has not succeeded in getting people out of the poverty
trap.

9. The Ipelegeng Programme has also been criticized by both opposition politicians
and trade unions as unsustainable and populist though they have not offered
any tangible alternative to it. They argue that the programme does not create
sustainable and decent work for the majority of the unemployed.

The Role of Trade Unions in Social Protection

The Botswana Federation of Trade Unions (BFTU) has contributed to the debate about
appropriate social protection for Botswana, at the workplace and in society for a long time.
In 2007, the BFTU authored its groundbreaking position paper on Social Security, whose
objective was to provide a framework for collaborating with stakeholders, to evaluate the
current status of social protection and develop strategies in order to improve social
protection in Botswana.

The SADC Social Charter to which Botswana is signatory also provides for the right of every
worker to social security. There is also the SADC Social Security Code which provides the
same right to any worker or indeed any individual in times of need. The Co de calls for a
comprehensive and inclusive social protection system in which the tripartite organizations
in the form of labour movement, employers and government will develop a sustainable and
inclusive system in keeping with the protocol's aspirations.

In this regards, the BFTU in its policy documents acknowledges that the role of the State in
providing some form of social protection in Botswana is comparatively better in the SADC

region. However, it is argued that the current social protection system in the country is

rather reactive, indirect and unsystematic. They felt that the system is fragmented and
hidden in various indirect social expenditures by the State. Accordingly, the BFTU asserts
that though the majority of the very poor in

34 See Republic of Botswana Report on the Review of the Remote Area Development Progran2003page 110-112.and BIDPA
Consultancy on the Review of Social Safety Nets2006



Botswana are provided with some basic essential services to sustain their livelihoods, these
social schemes are not intended to provide skills to enable the poor to get out of the poverty
trap. What then remains a challenge is finding innovative strategies that would eradicate
poverty in line with Vision 2016. These strategies would have to be preventive and holistic
in nature and therefore target at eliminating risk and vulnerability.

Given the foregoing, the BFTU believes that they will need to engage with all relevant
stakeholders guided by the following principles:

3 The need for conducting a comprehensive review of the social protection system to
assess the impact of these programmes on labour;

3 An advocacy for a comprehensive national social protection policy which is
integrated, inclusive and participatory: There should be integration and coordi nation
of social protection components under one government organ.

3 An advocacy for the establishment of a National Social Protection Commission to
implement the proposed National Social Protection Policy;

3 An advocacy for the strengthening and promotion of social protection arrangements
for the informal economy;

3 The need for labour movements to work with other strategic partners such as the
private sector and civil society to devise strategies that encourage a savings culture
in the nation;

3 A demand for a social system to empower, educate and reintegrate beneficiaries;

3 A demand for collective agreements that have social protection issues infused into
them: Some trade unions have succeeded in obtaning agreements for their members
covering injury and permanent invalidity, medical and maternity expenses, children
education, among others. This needs to be extended to others as well.

3 A demand for ratification of all Social Security Conventions of t he International
Labour Organization including Convention 102 of 1952;

3 A demanding for the signing of all SADC instruments relating to social protection
including the operationalization of Social Charter and Code on Social protection;

J A campaign for the strengthening of the family structure, provision of free education
(formal and vocational), shelter, health care, access to land and credit facilities,
supportive mentoring and counselling of vulnerable children and creation of
employment op portunities;

3 A campaign for the creation of adequate incentives to retain qualified professionals
particularly nurses, social workers, counsellors and community home -based care
volunteers to support social protection programmes;

3 A campaign for appropriate legislation should be put in place to address issues of
co-ordination of programmes on social protection;

3 A demand for the development of labour market responses to deal with the impact
of HIV/AIDS;



3 A campaign for the strengthening of the human resource capacity of key personnel:
Academic institutions should be requested to increase enrolments in key fields and
to offer relevant and appropriate courses to mitigate effects of HIV/AIDS.

3 Advocacy for the National Strategi ¢ Framework on HIV/AIDS that will provide for a
comprehensive response to mitigate the impact of the pandemic: This plan must be
fully implemented to ensure that resources are mobilized to finance social protection
programmes.

3 A campaign for the increase of access to funding sources by NACA and
development partners by simplifying procedures for applying for these funds.

Summary, Conclusions and Recommendations

The summary, conclusions and recommendations of the Botswana study on social
protection schemes are discussed below.

Summary

In summary, the following points can be made:

Jw3ll wElT EOTT UWEOQCEWET YI OOxO01 OUUwPOwUT 1T wUREPEOwWxUOUI EUPOOWU
country's socio-economic growth over the years driven by the boost in diamond
revenues. However, this overreliance on diamond mining as the main source of income
has severely impacted Botswana during the economic crisis and has affected social
spending. This has been further worsened by the breakdown in the once supportive
traditional extended family, deepened by the devastating HIV and AIDS.

The policy framework on innovative strategies that underscore the nexus of poverty, social
protection and development through successive national development plans, the Vision
2016 and current Presidential development pronouncement is evident.

The role of the State is well pronounced with an elaborate universal social protection
schemes financed through tax revenues complimented with formal employment related
schemes financed through contractual pension funds for most organisations and some traces
of infor mal personal schemes through the burial societies, for example. The State provides
Old Age pension universal coverage at low cost (annual direct cost of approximately P235m
(US$ 34m) and 1% of total government spending), and supports the incomes of the elcerly -
but this does very little to reduce overall poverty or the poverty trap.

The coverage of formal employment related pension schemes is good in the public sector
but poor in the private sector

The gratuity system/ severance pay though recognized within Employment Act for contract
employees is fraught with compliance problems. No investment return is earned on
accruing entittements and recipients do not save gratuity payments to provide future
(pension).

The social protection system is reactive, indirect, unsystematic, fragmented and hidden in
the various hidden expenditure of the State on social protection.



The informal sector and particularly domestic and agricultural workers are not covered in
the current social protection system.

The schemes seem not well designed to empower, educate and reintegrate beneficiaries
through the re -design of the schemes and allocation of more resource to enable the poor to
get out of the poverty trap.

There is some trade union involvement through representation on the boards of some

pension schemes, but the challenge remains in terms of technical capacity of these

representatives.

Jwww3T T Ul wPhPEUwWODPUUOT wi YPEI OET wOi wi@pwl I 1T EUDYT wOOUUWUUEET v
bargaining for social protection in their unions.

Conclusion

In conclusion, it is often argued that the role of the State in Botswana can be said to be an
interesting one given its dual nature. The State in Botswana has over the years adopted
liberal/capitalist democracy but has also made some attempts to have
welfare/developmental systems as well. Thus, the government has over the years facilitated
the provision of essential services such as housing, telecommunication, water, electricity and
transportation through government departments and parastatals. The result has been the
dominance of government in the economy, in terms of contribution to national output and
employment. This combination of ideologies has, at times, made it difficult to define the
position of the State on matters of social justice such as social protection and protection.

This country report has provided an overview of the current social protection schemes that
have been and continue to be implemented in Botswana. What is clear from this analysis is
that some of the very poor in Botswana are provided with basic essential services to sustain
their livelihoods. However, these schemes are not intended to enable the poor to get out of
the poverty trap. The only program that has an exit mechanism is the destitute scheme. But
due to various constraints, the rehabilitation component of this program has not been
successfully implemented. What remains a challenge is finding innovative strategies that
would eradicate poverty in line with Visi on 2016. Such strategies would need to be
preventive and holistic in nature and therefore target at eliminating risk and vulnerability.
Creation of an enabling and supportive environment is critical to achieve this goal. This
would begin with the strengthe ning of the family structure, provision of free education
(formal and vocational), shelter, health care, access to land and credit facilities, supportive
mentoring and counselling of vulnerable children and creation of employment
opportunities. The role of trade unions in such an issue of social justice in Botswana cannot
therefore be overemphasized.

Recommendations

The following are some of the recommendations arising from the study:

3 There is need to advocate social protection policy that is integrated, inclusive and
participatory through the creation of a National Social protection Commission.

3 There is a need to conduct a comprehensive review of social protection system and
assesdts impact on labour.



The social protection system strategies would have to be preventive and holistic in
nature, targeted at eliminating risk and vulnerability.

There needs to be advocacy for the replacement of severance/ gratuy scheme with a
national employment pension scheme at modest cost

There is need for collective labour agreements to have social protection issues
infused in them.

There is need to demand for the ratification of all conventions that relate with social
protection with emphasis on ILO Convention 102of 1952.

The informal sector, particularly domestic and agricultural workers need to be
covered in the current social protection system.

The schemes need to be well designed to empower, educate and reintegrate
beneficiaries through the provision of skills and enable the poor to get out of the
poverty
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SOCIAL PROTECTION IN GHANA

By

Clara Osei-Boateng

Introduction and Background

The 2010provisional census results estimated Ghana's population at 24,233,431made up of
11,801,66Imales (48.7 %)and 12, 421,77Females (51.3 %).Ghana's population growth rate
declined from 2.7 percent per annum to 2.4 percent (Ghana Statistical Services, February
2011).

In Gross Domestic Product (GDP) terms, Ghana has achieved a significant economic growth
in the past 25 years. Over this period, GDP growth rate has averaged 5 percent. In the last
three years, average growth has exceeded6 percent. According to the Ghana Statistical
Services®, Ghana's GDP growth in 2008was 8.4 percent; declining to 4 percent in 2009 but
rising again to 7.7 percent in 2010.

A recent rebasing of the economy by the Ghana Statistical Services saw Ghana move from a
developing country to low middle income country with a per capita income of GHc 1,843.00
(US$ 1,289%. The rebasing also sawthe services sector taking over as the largest contributor
to GDP from agriculture. Ghana's traditional export products include cocoa, gold, timber
and manganese. In December2010,Ghana began production of oil in commercial quantities.

The Ghana Living Standard Survey V (GLSSV, 2005/2006) conducted by the Ghana
Statistical Services (GSS) showed that seven out of every ten of the working age population
(15 to 64 years) is economically active. Males recorded a higher activity rate (54.9 %)
compared to females (53.4 %).Economic activity rate is also higher in rural areas (58.6 %)
compared to urban areas (47.3 %).The majority of the employed are concentrated in three
major sectors of the economy, namely: agriculture (55.8 %), trade (15.2 %) and
manufacturin g (10.9%).0ther industry groups employ about 18 percent of the employed.

Employment in Ghana is predominantl y informal. More than 80 percent of the employed
are engaged in the informal sector. Over half of the employed (55.9 %)are own-account
workers (self-employed) 20.4 percent are employed in family enterprises and 17.6 percent
are wage employees. The majority of the employed (80 %) operate in three main

35 Ghana Statistical Service News Brief: Highlights of Rebased Series of GDP, Formal Press Release &November,
2010.
3¢ fbid, 5 November, 2010
occupational categories such as agriculture/fishery (55.1 %), craft and related trades (13.4 %)
and services/ sales (13 %). More urban workers are engaged in noragricultural activities (43
%) whereas their rural counterparts work mainly in agriculture (75 %) (GSS, 2008).

Among the working age population (15 -64) there are more males (25%) in wage
employment compared to females (8.2 %). About one-third of urban workers (33.8 %) are in
wage employment. The corresponding proportion in rural areas is 7.3 percent. Two thirds
(66.7 %) of working people are employed in the private sector and the remaining in the
public service (28.5 %). Apprentices constitute about 2.3 percent of the employed
population.



The GLSS5 (2006) estimated unemployment rate at 3.6 percent for the working ge
population (15 years and above) and underemployment rate of 7.3 percent. Unemployment
rate is about the same for males and females but it is much higher in urban areas (6.3 %)
particularly Accra (8.9 %) compared to rural areas (1.6 %).

In the last two decades, Ghana has made significant progress in reducing poverty. Between
1991/1992 and 2005/2006, the share of the population living in poverty declined from 51.7
percent to 28.5 percent. Poverty in Ghana is a rural phenomenon with majority (85.7%) of
the poor living in rural areas. However, nearly a third of the population of Ghana living in
poverty is a major challenge that must be addressed with appropriate economic and social
interventions.

Evolution of Social Protection in Ghana

The traditional Ghanaian society has depended on the extended family for social protection.
Extended family members provide for the aged and the disabled, the sick and the
unemployed members of the family, the new born child and the mother, the orphaned and
even the complete stranger (Kumado & Gockel, 2003). Strong family cohesion has shielded
many from economic and social hardships which could arise from loss of income.

An institutionalized form of social security was first introduced by the colonial
administr ation in Ghana by the Chapter 30 of the Pensions Ordinance of 1946. The "CAP 30"
scheme as it came to be known was employmentrelated and non-contributory pension
scheme that covered pensionable officers in the Civil Services and the Armed Forces. By
1955the scheme had been extended to cover certified teachers.

A private superannuation scheme was also instituted to provide social security to retired
lecturers at the University College of the Gold Coast (now University of

Ghana). In addition, foreign firms operating in the country also instituted provident fund
schemes which paid benefits to their employees upon retirement.

After independence in 1957, the first Government of Ghana introduced free health care for
all. In 1960, a compulsory savings scheme wth universal coverage was instituted. The
compulsory saving scheme was replaced by a provident fund scheme in 1965 (Act 279,1965),
which extended social security coverage to all establishments that employed five or more
workers. Those covered under the "Cap 30" scheme were however excluded from coverage
by the 1965 Act.

In 1972, the "Cap 30" scheme was closed to new entrants by a decree. All civil servants
employed on or after January 15t 1972, were to be covered by the new social security scheme
which operated as a provident fund. Existing members of the CAP "30" were given the
freedom of choice between the two schemes following the passages of decrees. A public
trustee called the Social Security and National Insurance Trust (SSNIT) was established to
administer the pension scheme.

In 1991, the passage of the Social Security Law 247 (PNDC Law 247, 1991) transformed the
Provident Fund into a full pension scheme. The scheme became known as Social Security
Pension Scheme (SSPS). Although the "CAP 30" continug to close to new entrants, it was
allowed to run concurrently with the SSPS until the passage of the Act 766 in 2008, which
replaced all other forms of formal social security schemes and established a Three Tier
Pension Scheme. The Thredier Pension schane began operation in January 2010.

On health, a free medical care policy introduced in 1960 was replaced by an outof-pocket
system (the "Cash and Carry" system) in the 1980s. In 2004, a National Health Insurance
Scheme was established by Act 650 and hassince been running concurrently with the
out-of-pocket system.



The Government of Ghana has also over the years provided relief to sections of the
population through social assistance programmes. These include subsidies for farmers,
emergency aid to victims of natural disaster and the vulnerable under certain circumstances.
On education, government has introduced free compulsory basic education supported by a
capitation grant. Currently, the government provides free school feeding to selected basic
schoolsand free school uniform and text books to children from deprived communities.

As part of the objectives of the Growth and Poverty Reduction Strategy I, the Government
of Ghana introduced a conditional social grant programme, the Livelihood Empowerment
Against Poverty (LEAP). The LEAP is a social assistance programme providing monthly
cash transfers to the indigent, mainly the disabled, the aged and the orphaned children.

Social Protection Legal Framework in Ghana

Article 37(6a) of the 1992 Constitution states that "the state shall ensure that contributory
schemes are instituted and maintained that will guarantee economic security fempédfyed and
other citizens of Ghana and (b) provide social assistancesetagidd such as will enable them to
maintain a decent standard of livinglh spite of the constitutional provision, Ghana does not
have a universal social assistance programme providing support to the elderly. The ILO
Convention 102 on social security hasnot been ratified by Ghana.

The legislative framework for the provision of social protection in Ghana has largely

focused on formal social security. Based on the social insurance principle, social security
laws in Ghana establish contributory schemes for the provision of benefits against
contingencies such as old age, invalidity, death and medical care.

In 2008, the National Pension Act (766) was passed by parliament to establish a Three Tier
Pension Scheme. The Act 766 mandates the unification of all exgting social security
(pension) schemes by 2014. The National Health Insurance Act (Act 650, 2003) established
the National Health Insurance Scheme in 2004. The LEAP, a social assistance programme
was established by an executive power in 2008.

The provision of social security contingencies such as sick leave, maternity leave and work
injury compensation are established as employers' liability by employment legislations. The
Labour Act (Act 651, 2003) provides for the provision of paid sick leave, paid mate rnity
leave, and severance pay by employers to their employees. The Workmen Compensation
Act (PNDC Law 187, 1987) also mandates employers to compensate employees who suffer
injury in the course of discharging official duties.

In principle, formal social s ecurity schemes in Ghana are open to every person resident in
Ghana. The Pension Act 766 (2008) mandates all employers to make monthly social security
(pension) contribution on behalf of employees. Self-employed persons can voluntarily join
the scheme and make the appropriate contribution based on the declared earnings. The
NHIS is a voluntary scheme based on premium subscription for all class of Ghanaians
except personnel of the Armed Forces and the police. However, access to social security has
practically been limited to formal sector workers.

Regulatory Framework of Social Protection Schemes The

Three Tier Pension Scheme

The 2008 National Pensions Act established a Three Tier Pension Scheme made up of
mandatory two -tier and voluntary third -tier. The first-tier is earnings-related defined
benefits Basic National Pension scheme; the secondier establishes a defined contribution
privately managed as occupational pension's scheme. A voluntary provident fund and
personal schemes supported by tax benefits incentives forms the third -tier.



The Pensions Act established for the first time a National Pensions Regulatory Authority
(NPRA) to regulate registered pension schemes in the country. The Authority has a
Secretariat and a ten member Board composed of represetatives from government,
employers and organised labour.

The SSNIT Pension scheme has transformed into the first tier (Basic National Pension
scheme). The scheme is governed by a tripartite Board of Directors made up of
representatives from government, employers and organized labour. The Chairman of the
Board is appointed by the President upon consultation with Board members. Chairmanship
of the Board rotates among the three social partners: government, employers and organized
labour.

The second and third tiers would be managed by private funds managers, custodian and
trustees. The Act provides for the Authority to approve, regulate and monitor private
pension fund managers, trustees, custodians and any other financial institution
participating in the pension schemes. Trustees, Custodians and Pension Fund managers
must be registered with the Security and Exchange Commission (SEC) before they can be
approved by the Authority. The Authority would set allowable services fees and charges by
private fund manager s.

The third -tier is defined benefits and it is open to all persons including formal sector
workers (as supplementary scheme), the selfemployed and operators in the informal sector.
Informal sector workers can participate as individuals or as organized g roups (e.g.
Tomatoes Sellers Pension Scheme) under the thiretier. Corporate Trustee companies or
insurance companies could establish as individual or group pension schemes to operate
under the third -tier.

The NPRA began registration of existing provident funds under the third tier in 2010. A
temporary license was issued to corporate trustees (e.g. the SSNIT Informal

Sector Fund®) in 2010 while awaiting the passage of the Legislative Instrument. The
pension's legislative instrument was passed by parliament in March 2011 fourteen (14)
months after the implementation of the scheme began. The Legislative Instrument would

guide the implementation of the scheme. The Authority may also develop guidelines and

codes for operation.

The NHIS

The National Health Insurance Act (Act 650) establishes three forms of schemes. They
include a District Mutual Health Schemes, Private Mutual Health schemes and Private

Commercial Health Schemes. The Act requires the establishment of a Mutual Health
Insurance Scheme in every district and this must be facilitated by the District Assembly. A

private mutual health insurance scheme can be established by any group of people resident
in Ghana. The scheme may be for the benefit of the group members only. Private
commercial health insurance schemes are established as business ventures.

The NHIS Council registers and regulates all schemes. A total of 145 District Mutual
schemes, 3 private mutual schemes and 4 private commercial schemes have been registered
by the Council 3. A license to operate a scheme is subject to renewal every two years. The
Council is made up of representatives from government, private mutual schemes, private
commercial schemes, organized labour and beneficiaries. The Chairperson to the Councilis
appointed by the President of Ghana.

Each NHIS scheme is governed by a Board. The size of the governing Board of District
Mutual Health schemes is prescribed by the Act to have a minimum of seven (7) and a
maximum of fifteen (15) members. Private schemes determine the size of their Boards. The
governing body of each scheme appoints the Manager who must have the minimum



gualification prescribed by the Act. The Act also prescribes the hiring of certain
professionals such as a Claims Manager and an Accounant as well as the minimum
gualification required of these office holders.

Social Protection Coverage in Ghana

The Three Tier Pension Scheme

The Basic National Pension scheme (tier one) managed by SSNIT began implementation in
January 2010. By the provisions of the Act, all members under the SSNIT aged 55 years or
below have been transferred unto the new scheme. The Act also provides for the transfe of
members of other schemes such as the security personnel (except the armed forces),
University lecturers and members of CAP 30

37 The SSNIT Informal Sector Fund was established in 2008 to meet the peculiar needs ot informal sector workers. The Fund is bééved
to have informed the design ot the third -tier

38 Source of Data: Interview with NHIS in July 2010 as part of the study.

aged 55 years and below onto the three tier scheme by 2014. Existing members aged over 55
years can vduntarily join the new scheme.

Contributors to the first tier become members of the second tier. Workers who join the
pension scheme after age 55 become members of the second tier but not the first tier.
Contributors to the second tier would join registered fund managers and trustees of their
choices.

Active membership (contributors) of SSNIT Pension Scheme stood at 880,760 by December
2009°. The number had increased to 891,678 by May 2010 (SSNIT, July 2010). Table 1 below
shows the rate of growth in SSNIT membership since 2000.

Table 1: Growth in membership of SSNIT from 2000 to 2010

Year No. of contributions No. of Beneficiaries
2000 Absolute Growth in % in Absolute Growth in % in
Contributors growth Beneficiaries growth
2000 634,724 - - 41,301 - -
2001 661,165 26,441 4 64,693 23,392 57
2002 576,841 -84,324 -13 51,576 13,117 -20
2003 570,131 -6,710 -1 57,447 5,871 11
2004 619,270 49,139 9 63,030 5,583 5
2005 720,529 101,259 16 68,925 5,895 9
2006 784,294 63,765 9 73,311 4,386 6
2007 803,582 19,288 2 80,952 7,681 10
2008 843,676 40,094 5 88,857 7,905 10
2009 880,760 37,084 4 98,658 9801 11
May 891,678 10918 1 -
2010

Source: Computed from Survey Data from SSNIT

The percentage of the total workforce that has access to SSNIT pension is only about 10 to 11
percent, an indication that close to 90 percent of workers in Ghana are not guaranteed
pension and related benefits such as survivors' and invalidity. The total m embership of
SSNIT is also a reflection of the size of the formal sectof®.

Table 1 also shows that growth in SSNIT's membership has been marginal over the ten year
period. In 2002 and 2003, SSNIT suffered a decline in contributors. SSNIT registered a total
of 116, 625 new workers in 2009, a decrease of 2.7 percent over the

'9 Total registered membership ot the scheme was 1,308,086 ill 2009

m SSNIT membership excludes personnel ol the public security apparatus, University lecturers and those covered by the CAP 30. However, these
workers only constitute a minute proportion ot the workforce. University lecturers belong to a superannuation scheme while wo rkers ot the security
apparatus retire on state funded pension benefits



2008 figure of 119,748 (SSNIT Annu& 2009 Report). Given that SSNIT is the main pension scheme for
formal sector workers, the data can be indicative of slow growth in the formal sector employment.

The percentage increase in SSNIT beneficiaries have been above that of contributors with theexception of
2002 which saw a higher decline in beneficiaries (20%) compared to the decline in contributors (-13%) as
shown on Table 1. If the trend continues, we may come to a situation where less people contribute for
more beneficiaries resulting in deficits; and this threatens the sustenance of the scheme.

The old SSNIT pension as noted earlier was in principle open to workers in the informal sector including
self-employed workers on voluntary basis. However, out of the total membership of SSNIT by Dec ember
2009 (880,760) 70,000 representing 8 percent were informal sector operators. The SSNIT Informal sector
by June 2010 had a total membership of about 68,000 of which about 85 percent are informal sector
operators*t. This had increased to 83,448 by thefirst quarter of 2011 as shown in Table 5. Together,
pension coverage in the informal sector is about 2 percent.

Table 2: Growth in Membership of the SSNIT Informal Sector Fund

Period New Member Contributions collected
Registration (GH4)

June to December 2005 6,577 105,597

2007 2,822 414,889

2008 8,442 889,692

2009 32,424 4,488,068

2010 24,046 7,528,758

2011* 4,821 2,335,190

Total 83,448 16,408,889

Source: SSNIT Informal Sector Fund (May2011)

The data confirms that access to pension in Ghana is almost confined to formal sector workers. A
respondent noted that as long as the legislative framework makes it voluntary for informal sector
workers, coverage would remain low. The respondent quickly ad ded that low earnings in the informal
sector, however, present a challenge to expand coverage to operators.

"We cannot force sedmployed persons to contribute to social security. They earn

and manage their own income. It is only persuasion that can get them to contribute.

They need education to understand the importance of pension to every economically

active personthe respondent added.

41 Source: Interview with officials of SSNfT Informal Sector Fund in June 2010 as part of the study
Table 3 shows that over half (54 %) of contributors by December 2009 work for private
establishments, followed by 38 percent government workers as shown on Table 3 below. The
total number of establishments covered by SSNIT in 2009 included 31,946 private and 88
public establishments.

Table 3: Types of Establishments contributors of SSNIT are employed as at Decembe2009

Type of Establishment No. of Contributors Percentage
Private Enterprises 473,523 54
Government 334,127 38
establishments

Subvented 27421 3
Centralized Agencies 45,689 5

Total 880760 100

Source: SurveyData (July, 2010)

The total amount collected as contributions in 2009 was GH<t667.60 million, an increase of 59
percent over the amount of GHC418.75 million for 2008. Total arrears owed by establishments



amounted to GH<t267.19 million (2009), compared to GHT71.54 million in 2008, an increase of
273.5 percent. For this same period, total value of benefits paid amounted to GFK223.24
million, recording an increase of 36.6 percent over that of 2008 of GHC163.43 million (SSNIT
Annual 2009 Report).

The culture of pension arrears common with the SSNIT pension scheme is worrying. This is
particularly important for the second and third tiers which are defined benefits. Any delay in
submitting pension contributions would translate into lost returns for beneficiaries on
retirement. Hig h inflation in Ghana could also derail the value of pension benefits if funds are
not invested on time.

Another important aspect of pension coverage in Ghana is gender disparity. Out of a total of
880,760 contributors as at December 2009, 29 percent weriemales compared to 71 percent
males. For the same period, 85.1 percent of beneficiaries were males compared to the 14.9
percent females. A respondent and women's activist stated that women as majority of
informal sector workers in Ghana have not been adequately catered for by the Pension's Act.
The respondent noted that the new pension scheme like its predecessor is tilted to formal
sector workers. Contribution patterns of the first and second tiers are compatible with income
patterns of formal sector work ers. The third tier though accommodates operators in the
informal sector, public awareness is low, the respondent added. The respondent bemoaned
that:
"It is good to make laws but it is government's duty to create awareness of its existence and
the benefg of the scheme. Most informal sector workers have low education in general and
hence limited appreciation of social security. It is

government's responsibility to embark on extensive public sensitization among operators in the
informal sector on the thirtier and the need for pension in general".

The NHIS
The membership of NHIS is open to all persons resident in Ghana by subscription. However,
the Act 650 exempts some sections of the population from paying premiums to access the
benefits provided by the scheme. They include:
3 Children under 18years: Children are registered under the subscription of their parents
or guardian.
3 Residents aged 70 years and above: They are required to register without paying
premiums to access benefits
3 The indigent (poor): A person is considered indigent if:

0 He/she has no visible source of incomeo He/she

does not have fixed place of abodeo He/she is

unemployed

0 He/she does not have a consistent source of support from another person

In 2008, a free maternal care policy was instituted to provide free ante-natal and post-natal
care to all pregnant women.

The 145 District Mutual Health Insurance schemes have a total membership of 14,282,620
representing 60.1 percent of the population of Ghana (Dec, 2009). Membership data of the 7
private schemes was not accessible. A respondent at the NHIA indicated that the Authority
has failed to provide its supervisory role over the private schemes. The respondent noted that
although the Act prescribes that all schemes submit annual operations report to the Authority,

Table 4: Cateqgories of Reqgistered Members of theNHIS

Membership Type Absolute Percentage of registered
Members (%)

Non-SSNIT members 4,132,783 28.94

Above 70years 960,549 6.73

Under 18years 7,071,270 49.51

SSNIT contributors 876,034 6.13

SSNIT Pensioners 75,444 0.5

Pregnant women 721,943 5.05

Indigent 444 597 3.11

Total 14,282,620 100

Source: Survey Data from the NHIA (July 2010)



private schemes have not complied.

Table 4 indicates that almost half (49.51%) of the membership of the NHIS are children aged
17 and below. Non-SSNIT contributors (28.94%) who are largely informal sector workers are
the second largest group. Thus, in terms of adult subscribers, the nonSSNIT members
(informal sector) constitute the largest group, followed by over the 70 years (6.73%) and
SSNIT contributors (6.13%).

Traditional and Informal Arrangements for Social Protection

The majority of Ghanaians do not have access to institutionalized forms of social protection.
The SSNIT Informal Sector Fund covers about 2 percent of workers in the informal sector.
Medical care coverage through the NHIS among informal sector workers is higher compared
to pension coverage.

For most Ghanaians, traditional forms or informa | arrangements have become the only source
of meeting life contingencies. Extended family members provide for the sick, the orphaned,
the aged and the disabled. Children provide for their elderly parents and family members and
(friends) pull together resources to bury the dead. However, economic globalization and
urbanization together have impacted negatively on the ability of many Ghanaians to meet the
needs of members of the extended family. As gathered by this study, extended family support
under current economic globalization has many competing interests and is thus no longer a
reliable source of social protection.

A common form of social security scheme available to the informal sector is the Susu savings
schemes. Susu is a micrefinance savings scheme that allows contributors to accumulate funds
against future needs. Contributions to Susu schemes can be made daily,weekly or monthly.
The Susu collector can be an individual or employee of a Susu company. Accumulated
savings are returned to members at the end of the agreed period at a fee equal to a regular
amount contributed.

Another type of Susu takes the form of rotating savings. A rotating Susu savings scheme is
where a group of people usually located in close proximity (e.g. market women) contribute an
agreed sum of money for a specified time period for members to benefit in turns. The cycles
can be repeated seveal times. The rotating savings serve as loans for members benefiting at
the beginning of the cycle to be paid over time but savings to those last to benefit. Individual
members who require urgent need of funds can be assisted even when their turn is not due.
Even though the primary objective of these microfinance schemes is savings, funds
accumulated can be used during sickness, unemployment, maternity and invalidity among
others.

The Susu concept has been adopted by institutionalized financial and insurance schemes
targeting the informal sector. The voluntary third tier of the Three Tier Pension scheme (e.g.
the SSNIT Informal Sector Fund) is also based on the Susu concept.

Challenges faced by Informal Arrangements for Social Security Informal sector schemes
provide safety nets for workers in the absence of institutionalized social security schemes.
However, these schemes are confronted with a number of challenges to include theft, no or
low interest on savings, lack of security and pension income to menti on but a few.

More often than not, stories of Susu Collectors absconding with contributors’ money make the
headline of news items. Such acts of thievery among susu collectors are most rampant in the
urban centres. By virtue of urban settlement, most contributors may not know the full identify
of collectors which makes it difficult for the law enforcement agencies to intervene on their
behalf when such incidences occur. Many people in the informal economy have lost huge
savings as a result of the activitiesof unscrupulous 'susu' collectors.

For most informal arrangements, contributors get back the principal amount saved with little
or no interests. Most schemes serve as safe keeping mechanisms for contributors for which
they are sometimes expected to pay afee. For those who earn interest, it is often below the
commercial rate offered by banks and financial institutions. This practice is worrying given



the high rate of inflation. It also means real value of savings depreciate. Monies collected
under these schemes in most cases, are not invested to yield returns.

The essence of social security scheme is to provide safety nets in times of contingencies. Since
most of these schemes run on contributors' loyalty, individuals considered disloyal may not
benefit when desperately in need of assistance. Also, contributors benefit from their
accumulated savings; hence, access depends on one's ability to contribute. In other words,
one's membership ceases if rendered incapable to contribute, whether by job loss, sicknss or
invalidity. In the case of death, survivors may not be able to make claims without
documentary proof of contribution, which is usually difficult to find. Thus, informal
arrangements do not provide adequate security to contributors and their families and
dependants in the event of death.

It stands to reason that the challenges faced with the informal susu arrangement might
provide opportunity for high patronage of institutionalized schemes based on the same
concepts. Undoubtedly, informal sector worke rs have shown commitment to saving against
life contingencies. Equally, they have demonstrated the need for flexibility with such schemes
to enable them draw accumulated savings to boost their businesses as a safeguard against day
to day economic shocks. The concept of the third tier which allows withdrawal of part of the
savings by contributors (5 months under the SSNIT Informal Sector Fund) might therefore
appeal to informal sector workers.

However, operators of the third tier pension scheme would also ha ve challenges to confront.
As hinted by a respondent at the SSNIT Informal Sector Fund, mistrust exists among workers
due to the fact that a plethora of microfinance institutions aggressively mobilizing customers
and the fraught with fraudulent activities.

Financing Social Protection Scheme The

Three-tier Pension Scheme

Section 63 of the National Pensions Act (Act 766, 2008) mandates employers to contribute on
behalf of employees, 18.5 percent of the employees' gross salary. The contribution is borne
between the employer and the employee at 13 percent and 5.5 percent respectively. The
employer is mandated to submit 13.5 percent of the total deduction to the tier -one, the Basic
National Pension scheme (managed by SSNIT) and the remaining 5 percent to the secnd-tier.
The Act directs that where a person does not qualify for the first tier, all 18.5 percent must be
submitted to the second tier.

Contribution to the third tier can be variable. Any amount can be contributed daily, weekly,
or monthly. Contribution to occupational based provident funds may be a fixed percentage of
employees' gross or net salary. In some establishments employers partly contribute
employees' provident fund.

Deducted contributions for tiers one and two must be submitted within 14 days of each month
to the SSNIT and the employee's chosen trustees respectively. Failure to submit deducted
pension contribution attracts a penalty of 3 percent per month of the total amount due. The
SSNIT has since January 2010 been receiving contributions tahe first tier. SSNIT also receives
the contribution for the second tier which is subsequently lodged in a Temporary Pension
Funds Account opened at the Bank of Ghana. Funds in the Temporary Pension Funds
Account would be transferred to approved Fund manag ers and Trustees within 90 days of
commencement of operations.

Pension funds received shall be invested by approved Trustees for returns. This is particularly
important for the second and third tiers which are defined contribution. Contributors would
have the right to choose from the registered trustees under the second and third tiers. Trustees
would choose fund managers and custodians. All custodians shall be banks or financial
institutions approved by the Authority. Custodians shall receive deductions a nd dividends on
investment on behalf of trustees while fund managers invest pension funds and assets.



Currently, contribution to the second tier is being invested in government treasury bills until
trustees, fund managers and custodians begin operation.

The NPRA shall set the maximum limits on fees for service providers such as trustees, fund
managers and custodians. The Authority shall also set permitted expenditures and maximum
administrative charges. The ability of the NPRA to effectively regulate the sc hemes would be
essential to guarantee workers adequate benefits. This is particularly important for the second
and third tiers which are defined contributions and would be managed by private fund
managers. However, if the laxity of the NHIA over private mu tual schemes is anything to go
by, then one may have cause to worry.

The role of social security funds in providing long term funds for investment has been crucial
in the development of many countries. According to a respondent at SSNIT, pension funds
from the Trust have been instrumental in providing long term capital for establishment of
institutions. SSNIT is the largest shareholder on the Ghana Stock Exchange (GSE) with
investment in institutions such banks, and insurance companies, among others. SSNIT has
provided funds for financing real estate projects to provide affo rdable housing, student
hostels and office spaces for families, students of tertiary educational institutions and
corporate entities respectively. SSNIT has continued to be a major lender to the Government
of Ghana in financing major developmental projects such as roads and hospitals. In addition,
SSNIT has been assisting students in the tertiary institutions with loans at concessionary
interest to be repaid when in active employment. In spite of these, SSNIT's investment
portfolio/returns as may be seen later reveal issues of great concerns.

The participation of private fund managers which may include foreign companies perhaps
presents a threat of flight of pension funds to the offshore market. While this may be good for
contributors (if returns are higher), it may deny the country the needed funds for
development. At present, it remains unclear the extent to which the NPRA can intervene in
investment choices of fund managers.

Contribution to a third tier scheme: The Case of the SSNIT Informal Sector Fund

The SSNIT Informal Sector Fund is a voluntary purchase scheme based on the principal of
individual equivalence. Contributions to the scheme are not tied to the income of the member.
Members are allowed to pay any amount as contribution (GHC 0.50+) and may vary from one
period to another. Contributions can be made daily, weekly, bi -weekly, monthly, annually or
seasonally.

The scheme divides each contribution into two equal parts and each half paid into an
occupational account and retirement account respectively opened for the member. Funds are
invested to yield interest.

Contributions are paid at a branch office of the fund through Organized Groups or Trade

Associations, an accredited Marketing agent of the fund, a bank standing order, and payroll
deductions or through money transfers. The scheme employs marketing field officers who
visit clients for their contribution.

The NHIS

The NHIS is financed through the following sources:

2Vi% of SSNIT contributions

Premiums from subscribers (Non-SSNIT contributors)

2V2% National Health Insurance Levy (NHIL -VAT) on goods and services
Funds from Government of Ghana as allocated by Parliament

Returns on Investments and

Donations.

G G e G G G

As noted earlier, 2V2 percent of contributions received by SSNIT from its members are
remitted to the NHIS to provide health insurance cover. Non -SSNIT contributors pay annual
premium subscription ranging from GH47.20 to GHi 48.00 (US$ 5.14 -$34.29).
Parents/guardians pay additional GHi4 (US$2.86) to register each child under their
subscription. SSNIT contributors are also required to pay GH<t4 (US$2.86) annual registration



fee to renew subscription. Donations are received from individuals, corporate bodies or
development partners to support the scheme. For instance, in 208, the British government
signed a memorandum of understanding with the Government of Ghana to provide a grant
facility of £42.5 million to support the free maternal care programme over a five year period
through the NHIS.

A major source of the scheme'sfunds is the 2V2 percent NHIL on goods and services. Figure 1
shows that over half (61.7 %) of the scheme's funds is raised by tax, followed by returns on
investment (17 %) and SSNIT contributors (15 %). A proposed reform to make the scheme a
onetime premium to afford all people resident in Ghana free access to health care was
expected to begin in January 2011. By the onetime premium policy, subscribers would only
pay one premium to access health care benefits until their demise. It is believed that the
introduction of the onetime premium would afford the poor who otherwise cannot afford to
enrol or renew their subscription annually the opportunity to access health care benefits. The
NHIS amendment bill was submitted to parliament in 2010 for consideration and passage. By
May 2011 however, no legislative amendment had taken place nor any attempt made to
implement the policy.

Figure 7: Sourcesof NHIS Funds (Dec, 2009)

Sourcef NHISFunds(%)
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Benefits of protection Schemes

The two main social security schemes (Three tig pension scheme and NHIS) in Ghana
collectively insure against old age, invalidity, survivors' and health care. These fall short of
the nine (9) social security benefits defined under the ILO Convention 102 to include medical
care, sickness, unemployment, old age, employment injury, family benefits, maternity,
invalidity and survivors' benefits.

However, it is important to note that the provisions of some of these benefits are covered as
mandatory employer liability under the Labour Act 651 (2003) and the Workmen's
Compensation Act as mentioned above. The provision of paid sick leave, paid maternity
leave, work injury compensation and severance pay are by these Acts employers' liability.
Section 57 (1) of the Labour Act (2003) states thata woman, on production of medical certificate
issued by a medical practitioner or midwife indicating the argdetate of her confinement, is entitled

to a period of maternity leave of at least twelve weeks in addition to any period of annual leave she is
entitled after her period of confinemenBub-section 2 continues that "a woman on maternity
leave is entitld to be paid full remuneration and other benefits to which she is otherwise entitled".
The Act specifies that absence from work due to sickness which is certified by a medical
practitioner, and pregnancy and confinement shall not affect annual leave entitl ement of a
worker. Again, these benefits are largely limited to workers in the formal sector, who
constitute less than 20 percent of the employed population. Likewise, the Workmen
Compensation Law mandates employers to compensate employees for occupationalinjuries
suffered.

The Threetier Pension Scheme

The first tier, a defined benefit contributory scheme offers monthly pension, invalidity and
survivors benefits to beneficiaries. Pension is earned at a compulsory retirement of 60 years
but one has the doice of voluntary retirement from 55 years. The minimum contribution
eligible for pension is 180 months compared to the 240 months under the old Social Security
Pension Scheme.

The formula for computing benefits under the old scheme has remained unchanged under
the new scheme as provided below:

Full Pension=Average of Best Three Years Salary X Pension Right

A pension right is earned between 50 percent and 80 percent depending on the number of
months contributed at the time of retirement. The minimum con tribution of 180 months (240
months under the old Social Security Pension scheme) gives a 50 percent pensionable right.
Every additional month over 180 months attracts an additional percentage of 0.125 percent
or 1.5 percent for any additional 12 months of contribution.
Reduced pension is earned at early retirement from 55 to 59 years as shown on Table 5
below:

Table 5: Computation of Reduced Pension

Age (Years) 55 56 57 58 59
% of  full 60% 67.5% 75% 82.5% 90%
pension

Under the old Social Security Pension scheme, oneforth (25 %) of total pension earned
is paid in lump sum. The remaining 75 percent is divided equally in a monthly pension
over 12 years? Lump sum payment to beneficiaries in 2009 ranged between GH41.40
and GLW85,278.99. Also in 2009, maximum and minimum monthly pension paid by
SSNIT was GHC 1,504.59 and GLK 26.00 respectively. This gives a ratio of 58:1 of the
relationship between the maximum and minimum monthly pension, confirming a wide
pension income gap. The minimum monthly pension is one -third of the 2010 monthly



minimum wage (GHC 84) and below the international poverty line of US$1.25 per day.
This is an indication that some pensioners are living below the poverty line.

Pension was indexed by an average of 21.6 percent in 2009 (SSNIT 2009 Annual Report)
compared to annual inflation rate of 19.3 percent. According to discussant pensioners,
review of pension benefits is at the discretion of SSNIT. A discussant pensioner stated
that:
"Because we do not have a collective bargaining certificate, we cannot negotiate with
SSNIT. At its own discretion, SSNIT gives an annual increase, usually 5 percent".

Under the new pension law, SSNIT (Basic National Pension Scheme) would only pay
monthly pensions, while the second tier (managed by private fund managers) pays a

lump sum. Beneficiaries under the second tier of the scheme would receive a lump sum

of total contributions plus investment returns. Beneficiaries can also use their benefit

under the second tier as guarantee to secure mortgage before retirement; but the
practicability of this provision remains unknown. As a result of the changes in benef its

paid by the first tier, SSNIT is required to pay into the second tier of member 25 percent

of their total contribution accumulated (past credit) by January 2010. The study

gathered that the payout due is so huge and has the potential to bankrupt SSNIT, if it is

to comply. Thus, an actuarial study has been commissioned to explore a feasible
arrangement..

4215 years under the three tier pensian scheme

A member of SSNIT qualifies for invalidity pension when declared permanently invalid and
incapable of gainful employment by qualified and certified medi cal practitioner. The
claimant must have made a minimum contribution of 12 months within the last 36 months of
the occurrence of the invalidity. Members who have contributed a minimum of 180 months
would qualify for full pension when declared invalid.

A survivor's lump sum is paid to the dependants of a deceased member if he/she died before
attaining age 60 or 75 (72 under the old pension scheme). A lump sum of the full pension of
the deceased would be paid to the survivors if a minimum contribution of 180 months (240
months under the old Social Security Pension scheme) was satisfied prior to the death of the
member. However, if the deceased member died prior to satisfying the minimum condition
of 180 months contribution, a lump sum based on half the average of the best three years
salary would be paid with interest. Survivors of a deceased who died a pensioner but before
age 75 would receive a lump sum based on the unexpired pension. The minimum survivors
benefit paid in 2009 was GHC 2,175.59. Monthly survivors benefit ranged between GH4
26.00 and GH4 10,965.55 in 2009 (SSNIT 2009 Annual Report).

Under the old pension scheme, one exhausts all pension benefits by 72 years. This has been
raised to 75 years by the new pensions Act (Act 766). On exhaustion of gnsion benefits
however, the SSNIT continues to provide for the individual until demise. On the other hand,

if one demises before age 72 or 75, the remaining pension benefit is paid as survivors benefit
to dependants.

Like the second tier, the third tier is also defined contribution and thus requires good
investment choices to yield high returns for beneficiaries. Contributors to the third tier can
access part of the funds before retirement. By the provisions of the Act, contributors under
the third tier would have two accounts, namely: retirement account and savings account.
Accumulated funds in the savings account can be withdrawn before retirement but that of
the retirement account cannot be withdrawn until the contingencies insured occur (i.e.
retirement, death or invalidity). For example, the SSNIT Informal Sector Funds allows
contributors to withdraw all or part of accumulated funds in the savings account after five
months of contribution. Funds in the retirement account can only be accessed upon
attainment of the pension age.



Accumulated fund in the savings account upon attainment of the pension age is paid in
lump sum and that in the retirement account is paid in monthly instalments. Thus, informal
sector workers under the third tier would receive a lump sum and monthly instalments just
as offered to formal sector workers by the first and second tier.

The NHIS
The NHIS covers about 95 percent of all ailments reported in Ghanaian health institutions
and their related drugs for treatment. The exclusions include:
ySCancer except cervical and breast cancer
ySDialysis for chronic renal failure etc.
ySServices coveed under government vertical programs such as immunization,
family planning e. t. c. SHIV/AIDs but covers associated opportunistic illnesses like
diarrhoea,
tuberculosis among others; and yS
Cosmetic surgeries

Contributors under the scheme primarily are entitled to:
YSFull Out -Patient- Department and Admissions treatment (surgery and
medical) cost including feeding S
Full payment for medicines 43
ySPayment for referrals (gatekeeper system) up to teaching hospital provided it is
within inclusive list.

A beneficiary of the NHIS indicated that the scheme has been very helpful in meeting health

care needs.
"Once you have a valid card, every NHIS accredited service provider would attend to you without
hassle. Free doctor's examination, as well as drugallagearanteed under the scheme. Pregnant
women are treated free of charge too. In fact NHIS has been a life saving sah&sgohdent
stated.

Social Assistance Programmes

Livelihood Empowerment Against Poverty (LEAP) Cash Transfer Programme The
Department of Social Welfare administers monthly cash transfer to a person or persons in
households described as extremely poor, vulnerable and excluded under the Livelihood
Empowerment Against Poverty (LEAP) programme. A total of 23,000 households in 83
districts spread over the ten regions were enrolled on the LEAP by June 2010. Additional
2009 households from 13 districts were covered under the emergency LEAP. The emergence
cash transfer covers communities affected by flood in 2008.

The LEAP is wholly funded by government with (technical and logistical) support from
donors and implemented by the Department of Social Welfare. A total of GHT5.8 million
was disbursed to 45,000 households from 81 districts in 2010 (The 2011 Budget Statenmé
and Economic Policy, November 2010). Single beneficiaries within a household receive
GH<t8; GHC10 for 2 people in a household; GH<tl2 and

“There_ - appoved NHIS medications. Contributors are entitled to free medicines on the list.
GHc<tl5 for 3 and 4 respectively. Benefits are paid every other month. In addition, persons
enrolled on the LEAP scheme are eligible to access free health care under the NHIS.

School Feeding Programme

The Ghana School Feeding Programme (GSFP) started on pilot in 2005 in 10 public basic
schools. By October 2009, the programme had reached 656,624 primary school pupils in
1,698 schools across the country. This represents 22 percent of all kindergarten and primary
school pupils in Ghana.

The feeding cost per child was GHiO.40 per day in 2010. The total budget for the programme
in 2010 was estimated at GHT67 million, expected to cover 1040,000 school pupils in 3,500



schools. The Dutch government is the main donor to the programme and in 2009, provided
GHC12.8 million.

Though the implementation of the programme has not been without challenges, it has
shown positive impact on school enrolment. The Ghana Education Service (GES) reports
tremendous increase in enrolment in beneficiary schools since the start of the programme. In
2007, enrolment target of 10 percent was exceeded in 7 out of the ten regions (GSFP Annual
Operating Plan, 2010).

Other social assistance programmes implemented by the government include:
3 Providing fertilizer subsidies to small -scale farmers;
3 Providing capitation grant (financial support for school fees to basic school pupils);
3 Subsidizing electricity tariffs for lifeline consumers; and
3 Supporting of persons with disabilities through the District Assemblies Common
Fund among others.

Challenges of Social Protection SchemesrThe

Three Tier Pension Scheme

The New Pension Act was initiated to provide improvement over the existing Social Security

Pension scheme which had come under criticisms from sections of the public. A respondent
and women's activist mentioned that entrusting the management of the Basic National
Pension scheme fier 1) to SSNIT amounts to maintaining the status quo. The respondent
indicated that:

"Many formal sector employees if offered the option would not contribute to SSNIT. They
would rather find some private competitive retirement schemes such as thesklyffeanks
and insurance companies on specific life contingencies”

The SSNIT scheme is accused of paying very low pensions. In a focus group discussion,
SSNIT pensioners bemoaned that the benefit under the scheme is woefully inadequate. The
pensioners believe the meagre pension benefit is a reflection of salary levels inGhana.

"Salaries in Ghana compared to that of other African countries or theegidn is woefully
inadequate"stated by a pensioner.

This is confirmed by the SSNIT 2009 Annual Report which showed that the average monthly
salary on which contribution w as paid was GH<t333.32 in 2009. The respondents added that
it is inappropriate to deduct pension from the basic salary. They indicated that some
allowances carry more weight and has the potential to increase the value of pension
contribution and resultant effect on pension benefits.

The pensioners hinted that many people die shortly after pension due to inadequate pension
benefit.

"Most people after pension die prematurely due to the meagre pension income. Pension is
seen as the last stage of life. Othewatinue to be in active employment to supplement the
pension income".

The pensioners believe a few people receive adequate pension benefits.

"Some people by virtue of their high salaries while in active employment retire on good
benefits. Some pensiosgeceive monthly pension of over GH$9,000 (US$ 6,382.98). That is
something to be happy to retire on".

The Pensioners bemoaned the formula used in calculating the pension benefits and reported
SSNIT's deviation from the formula in some circumstances. They believe that some workers,
in the last three years to retirement, deliberately contribute huge sums of money besides the



monthly contribution to the social security scheme (SSNIT) to increase the average of the
their last three years best contributions used to compute the pension benefit.

"[A public company“] paid huge sums of three years wage arrears into the social security of
their workers who were near retirement. This increased the average of the last three year best
contribution and hence their final pension benefits. The Pensioners Association hasechut
SSNIT to desist from accepting such huge sums since they are not part of the monthly
contribution but it (SSNIT) has not heeded. Such workers retire on fat pension benefits and
that amounts to cheating.”

44 Name withheld

The pensioners drew a comparison from neighbouring countries such as Togo and Cote
DTvoire. They stated that workers in these two Francophone African countries retire on their
last monthly salaries.

"As pensioner in Togo or Cote DTvoire, you take your last salary home. In addition, the
government hagut billboards around that pensioners do not buy newspapers. They simply
go to a newspaper vendor and read stories of interest free of charge. That is good and
something to make pension life comfortable. We have served this country; we have trained
some pople who took over us. We have contributed to this country to have come this far. Wry
should government take its eyes off [ignore] pensiondrsfiloaned a pensioner.

The pensioners believe the application of the annual increase is also problematic.

"Increase in pension is across board and that is unfair. A pensioner on GHC2000 gets 5%
[GHC100 increase) which is far more than the total sum earned by someone on
GHt40[GH<t42 in total] monthly pension. The association has made several appeal to SSNIT
to graduate the increase but it [SSNIT] has refused"

The pensioners compared their annual rate of increase to the annual inflation rate and
bemoaned the inadequacy of the annual increase.

"How much is kenkey [local corn meal] these days? GHt40 monthly pengansyou can
only eat kenkey without fish§ pensioner complained.

The SSNIT scheme is also confronted with administrative challenges. An official at SSNIT
indicated that lack of advanced technology at the Trust has resulted in double registration
and other administrative challenges. High administrative cost has raised public concern
about efficiency of the Trust. Table 6 indicates that SSNIT's administrative expenses for 2003,
2004 and 2005 were equivalent to 92 percent, 83 percent and 64 percent respectively of total
pension benefits paid.

Table 6: Pension benefits paid and Administrative Expenses of SSNIT from 2003to
200¢

Year Pension Benefits Administrative % of administrative
Paid Expenses expense as Pension Benefits paig

2003 GHC28,900,000 GHC26,600,000 92

2004 GH<t44,700,000 GHi36,900,000 83

2005 GHC63,000.000 GHC40,100,000 64

Source: SSNIT's report to Public Accounts Committee of Parliament on Thursday February

18, 2010 (Also reported in Daily Graphic, Friday 19 February, 2010).

Contrary to SSNIT's assertion that the average processing period of pension benefits is 41
days, discussant pensioners stated tle average processing time as 6 months.



"We all expect that one would receive the pension the very first month of retirement but this
is not so. You have to go up and down. SSNIT has been blaming employers over failure to
submit the details of their workers who are near pension in time butighatacceptable.
SSNIT has all the records of their contributors and as such knows the time each is due for
retirement. A friend of mine died three months after pension. He did not receive even GHCI
pension from SSNIT before passing away'péasioner bemoaned.

The SSNIT Pension scheme has been accused of making poor investment decisions. Between
2004 and 2010, SSNIT earned GH<t820,000 out of a total investment of GH<t51,600,000,
representing 2 percent returns in 6 years. It was further noted that only six out of 40 unlisted
entities of SSNIT were able to declare and pay dividends for that same period“>. In 2009,
SSNIT's investment had a real return of -7.6 percent compared to 2.4 percent in 2008. The
negative real return on investment in 2009 was attribute d to the global economic crises. This
according to SSNIT led to diminution in the values of most listed companies, which affected
dividend payment to stakeholders 4.

Other issues reported include huge sums of unrecovered investments including GFK5.95
mill ion meant to purchase a treasury bill in the 1990s. In addition were reports of SSNIT's
tenants (corporate entities) absconding with rent arrears. SSNIT also faces problems with its
corporate loan recovery. The total outstanding corporate debt to SSNIT stood at
GH<t75,183,578.48 as at Januarys12005. An additional amount of GH<t29,961,107.94 was
advanced, out of which a total of GPR19,328,446.67 was recovered

The interference by government has in some instances occasioned alleged misappropriation

of pension funds for purposes that have no identifiable benefits for the pensionable public.
Government has on a number of occasions used SSNIT's assets for public purposes. For
instance, it was reported that SSNIT paid into government's Consolidated Fund (nat ional
budget) a sum of GHC12,700,000, in 2009, GH<tlO,800,000 in 2008 and GPR6,000.000 in
2007

45 SSNIT's Report to the Public Accounts Committee of Parliament on 19* February, 2010

46 SSNIT 2009 Annual Report
47 SSNIT Report to the Public Accounts Committee of Parliament on 18" February 2010.
48 SSNIT's Report to the Public Accounts Committee ot Parliament on 18* February, 2010.

A respondent trade unionist hinted that:

"The Government of Ghana dips its hand into SSNIT coffers for public use. Government sold
the Social Security Bank wholly owned by SSNIT as part of its financial restructuring policies
and used the funds for purposes unknown to us. Somehow, organized Haldkept mute

over this issue until date. This is unacceptable."

The respondent believes that the role of government to appoint Chairman of the Board of the
Trust has enabled government's manipulation of the scheme through the appointee.

"Governments hve always appointed party loyalists as Chairmen of the Board to have allowed
room for manipulation at the expense of poor contributdh&' respondent added.

The three tier scheme has just taken off and thus too early to predict the challenges that
might come with its implementation. However, one will not be too wrong to predict that of
the first tier if SSNIT's status quo remains. Already, contributors transferred from the old
SSNIT pension scheme are beginning to be anxious about their past credit®. SSNIT on the



other hand has raised concerns about the maintenance of the old formula for calculating
pension benefits in spite of the reduction in contribution it receives.

The patrticipation of private fund managers in management of pension funds may come w ith
its problems. The legislative instrument for the implementation of the pension was passed in
March 2011; fourteen (14) months after implementation of the scheme began. The scheme
has four year transition period, during which the NPRA is expected to ide ntify and solve
challenges that might emanate from implementation of the law. In this regard, one can only
hope for efficiency on the part of NPRA, much of which will also depend on its
independence and capacity.

The NHIS
Like the SSNIT Pension scheme, the NHIS has not been without challenges. In the 2008
Citizens Assessment of the NHIS report3, key challenges noted include: ySPoliticization of
the scheme;
ySAdministrative bottlenecks (delay in processing membership and claims);
ySAffordability issues;
ySLimited health care facilities; and
YSAbuse of scheme by both providers and beneficiaries.

A respondent noted that government's pronouncement to make the scheme a ondime
premium has generated a lot of anxiety among providers and beneficiaries.

49 The pension law provides that SSNIT pays to each contributor (to the 2" tier) 25 % of total contribution as at 1 January 2010.
5 NPDC (May 2009).

"Many people have refused to renew their NHIS subscription because of the confusion
surrounding the scheme. Some people believed the new [NDC] government was going to
scrap the scheme. Some service providers at the beginning of the new administratipn [2009
refused to provide services to card bearers for fear that their expenditure would not be
reimbursed. One and half years down the new administration, we don't know what they are
doing. Every day, all you hear on radio are complains. | think the schern#aissing"”, a
respondent stated.

High poverty level accounts for low patronage of the scheme in some communities. The 2008
Citizens Assessment of the NHIS as part of the GPRS noted that a high proportion of
non-card members attributed their inability to enrol to affordability.

Quality and accessible health care services depend on adequate health infrastructure.
Inadequate health care facilities pose a challenge to enhancing accessibility of the scheme. A
respondent indicated that accredited NHIS health centres are usually congested. In rural
Ghana, patients travel several kilometres to access health services.

Inadequate logistics, staff and low motivation of staff compound accessibility issues.
Negative attitudes of health service workers have been noted as a challenge. Staff blames the
congestion at health centres on NHIS card bearers and behave negatively towards them.
Some health workers are reportedly extorting money from usersSt Other operational
challenges noted by a respondent (an official at the NHIS) included high and sometimes
fraudulent claims by services providers, delay in submitting and processing claims,
untimely and inadequate releases of funds to schemes as well as low monitoring of service
providers by schemes.

Role of Trade Unions in Social protection Scheme

Trade unions in Ghana have assumed positive roles in the provision of social protection. The
TUC's policy on social protection recognizes the widespread poverty in Ghana and notes the
exclusion of informal sector workers by social security schemes. Thus, the objectives of the
policy include achieving a wider coverage, increased number of contingencies and
eradicating poverty among pensioners. These objectives have been pursued through direct



and indirect participation in the provis ion of social security such as participation in
governance and policy advocacy.

Trade unions have been part o governance of social protection schemes in Ghana. The
governance structures of both the SSNIT and the NHIS have representations of organised
labour. Organised labour is also represented on the Board of the National Pensions

51 GPRS Il Participatory M &E: 2008 Citizens Assessment of the National Health Insurance Scheme

Regulatory Authority. The Ghan a Trade Union Congress (TUC) was a member of the
pension implementation committee established to see to smooth implementation of the new
three tier pension scheme.

Organized labour has played a key role in social security reforms in Ghana. For instance, the
(TUC) was a constant critic of the old Social Security Pension Scheme and a stakeholder to
the reform that led to the passage of the new pension law.

A respondent (informal sector desk officer) mentioned that the TUC had been concerned
about the exclusion of informal sector workers from pension schemes.

"We noted that a pension scheme based on fixed and regular contribution was not compatible
with workers in the informal sector who have irregular and low incomes. So the TUC used
every platform to advete for a special scheme for the informal sector. That informed the
establishment of the SSNIT Informal Sector Fund and the inclusion of the third tier in the
new Pension law"

The TUC has shown commitment to promoting access to social protection for all categories
of workers including those in the informal sector, the respondent stated. The TUC's stance
on provision of social security to the informal sector is captured in its policy to organize the
informal sector adopted in 1996 as follows:

To explore the possibility of SSNIT as well as other insurance schemes as the framework for
guarantee against losses during sickness and for workers' compensation and pension”

Subsequent to the implementation of the Three Tier Pension scheme, the TUC has bee
organizing sensitization programmes on the third tier for its associate informal sector
workers.

"We have since the beginning of the year organized four workshops in four regional capitals
to educate our informal sector members on the third tier andntpertance of pension in
general. We also envisaged to recruit more informal sector groups through these sensitization
programmes and facilitate their enrolment onto the third tistgted an informal sector

desk officer at a trade union.

Organised labour has also, through collective bargaining, expanded social security benefits
for its members. Data from the GLSS5 (Ghana Statistical Services, 2005/ 2006) indicate that
workplaces that have trade unions have more benefits than those without them. Some of
these benefits include medical care, paid sick leave and paid annual leave, to mention but a
few.

Trade unions have also, through collective agreements, earned workers the benefit of

occupational-based provident funds partially funded by empl oyers as supplementary

pension scheme. In some private enterprises, collective agreements include payment of End

of Service Benefits (ESB) to some class of workers, usually senior staff and management
upon retirement.

Trade unions are however faced with many challenges in their interventions to ensure
workers have access to social security, in particular for the informal sector workers. Finance
and logistics have remained the key challenges, a respondent noted.



"We approached the SSNIT Informal Sectoresob for collaborative educational programme

on the scheme but they have failed to commit resources to the programme. We depend on
donor funds for such programmes, so once the funds are exhausted the activity stalls. The
organization providing financial suygort to our sensitization programme folds up December,

this year [2010]. We hope to find resources elsewhere to continue the programme; else, we
would also wind up".

Another key challenge encountered with the informal sector is lack of appreciation of
pension by workers, the respondent noted. This is the result of low earnings and low
education. Most workers in the informal sector have low or no education and thus have
limited capacity to comprehend the purpose of social security. Low earnings in the infor mal
sector limit operators' ability to set part of their income against life contingencies. For some
workers in the informal sector, the activity arose as a survival mechanism. A female trade
unionist and gender activist bemoaned that:

"In this country there is high poverty level and so little deductions from people's income make
a big difference. Most informal sector workers do not even consider what they do for income as
employment".

On the other hand, some respondents believe trade unions participation in the governance of
social security schemes does not make any positive difference. They believe that
mismanagement and interferences of the government occur in the presence of trade union
representatives on the governance board of schemes. Some believehe capacity of union

representatives on the board is usually low.

"The capacity of many board members is low. Usually, the selection of board members follows
internal political order and not the competencies of the individuals. Some board members are just
there for sitting allowance Stated by a respondent trade unionist.

Summary, Conclusion and Recommendations

Summary

The provision of institutionalized social protection benefits in Gha na pre-dates

independence. The 'CAP 30' was the first pension scheme established for certain categories
of government workers in 1946. A compulsory savings scheme was instituted in 1960 but

was replaced by a provident fund scheme in 1965. In 1991, the Prowdent Fund scheme was

transformed into full pension scheme called the SSNIT Pension scheme. A pension reform

led to the passage of the National Pensions Act (2008) which established a Three Tier
Pension Scheme. The 2008 Pension law repealed existing lawshat established the CAP 30

and the SSNIT Pension schemes. It also mandates the unification of all existing pension
schemes by 2014. The three tier scheme became operational in January 2010.

The Three Tier Pension scheme is made up of two mandatory first and second tiers for
workers and employers; and a voluntary third tier for self -employed persons, informal
sector workers as well as formal sector workers as supplementary scheme. The first tier is
Basic National Pension scheme that replaced the old SocialSecurity Pension scheme. The
second tier is an occupationatbased pension scheme managed by private trustees and fund
managers; and the third tier made up of provident fund and personal schemes also managed
by private trustees and fund managers.

By December 2009, active SSNIT contributors and beneficiaries stood at 880,760 and 98,658
respectively. In January 2010, contributors of SSNIT aged 55 years and below were
transferred to the first and second tiers of the new pension scheme. Contributors aged above
55 could choose to join the new scheme. Trustees and custodians to manage the second and
third tiers are yet to be approved by the Authority. Existing occupational -based provident
funds have been registered by the NPRA under the third tier.



Over two -third s (71%) of the SSNIT's contributors by December 2009 were males compared
to females (29%). Likewise, there were more male beneficiaries (85.1%) compared to females
(14.9%). Low female access to SSNIT Pension is explained by the dominance of women in the
informal sector, where social security coverage is low. About 57 percent of informal sector
workers in Ghana are females (Baah, 2007). A declining proportion of male contributors
(compared to the proportion of male beneficiaries) may signify a change in the status quo
with more females having access to pension benefits.

Contribution to the first and the second tier is 18.5 percent of employees' gross salary borne
between the employer and employee at 13 percent and 5.5 percent respectively. Personal
pension schemes and provident fund schemes under the third tier do not have fixed
contribution.

Pension schemes in Ghana provide old age, invalidity and survivors' pension benefits. The
Basic National Pension scheme (tier one) provides additional health care benefts by insuring
its contributors and beneficiaries with the NHIS. Other social security benefits such as
sickness, occupational injury and maternity have been instituted as employer -liability

benefits. However, these benefits like pension are largely available to formal sector workers.
Some enterprises (in particular unionized workers) have, through collective bargaining,

expanded their benefits to include free medical care, free/subsidized meals and
free/subsidized housing or rent allowance to mention but a few..

A major challenge to pension schemes in Ghana is limited coverage. Contribution pattern of
pension schemes instituted in the past have had compatibility with workers in the formal
sector who have higher and regular income. About 70,000 out of 880760 SSNIT active
contributors were informal sector workers by December, 2009. The SSNIT Informal Sector
Fund with designed compatibility with income patterns in the informal sector had 83,448 by
the first quarter of 2011. Other challenges confronting socia protection schemes include high
administrative cost, poor investment returns and low pension benefits, among others. The
SSNIT scheme has not been free from government interference, which has in some occasions
led to the use of the pension funds for purp oses of no direct benefit to contributors.

On health care, a universal free health care policy instituted after independence was

replaced by a 'Cash and Carry' scheme in the early 1980s. In 2003, the National Health
Insurance Act (Act 650) was passed to stablish a universal health insurance scheme. The
Act 650 established in 2004 District Mutual Health Insurance schemes, Private Mutual

Health Insurance schemes and Private Commercial Health Insurance schemes.

There are currently 145 District Mutual Health schemes and 7 Private Health Insurance
Schemes. The 145 District Health Insurance Schemes together cover about 60.1 percent of the
Ghanaian population. The District Health Insurance Schemes are financed by a tax income,
premiums from subscribers, budgetary allocation as well returns on investment and
donations.

The NHIS covers about 95 percent of common ailments reported in health centres in Ghana.
The exclusions include rare ailments such as cancer (excluding cervical and breast cancer),
and dialysis for renal failures and cosmetic surgery, to mention but a few. Beneficiaries of
NHIS are offered free Out-patient services (medical and surgical) including feeding and
medicines within the schemes prescribed drug list. The exclusion of HIV/AIDS treatment
under the NHIS however raises concern though its opportunistic illnesses such as
tuberculosis and diarrhoea among others are included.

Trade unions in Ghana have, through their role in governance schemes and collective
bargaining, contributed to expansion in social protection coverage and enhanced benefits.
The Ghana TUC, for example, has embarked on activities to ensure operators in the informal
sector have access to social protection. There, are however, some perceptions that trade
unions' involvement in the governance of schemes does not make any positive difference.



Conclusion

Basic social protection is very instrumental in safeguarding the welfare and future of
workers against life contingencies. Funds from contributory social security schemes
(particularly pension funds) can also provide long term capital needed for developmen tal
projects in a developing country like Ghana.

Although the Government of Ghana has since independence facilitated the establishment of
public contributory social security schemes, coverage have been limited to the formal sector
which constitutes less than 20 percent of the Ghanaian working population. The implication
is that not only are many Ghanaians without social protection cover, but also a great deal of
resources remains untapped in the informal sector.

Low pension benefits have affected the purpose of social security to provide adequate
income for workers after retirement. Many pensioners by virtue of low salary while in active
employment retire on low pension income below the poverty line. The new Pension scheme
was introduced to address the challenges of low pension benefits and low access of people in
the informal sector to pension. It is envisaged that introduction of the second and third tier
would raise pension benefits. However, the real challenges of low salary among formal
sector workers as well as those in the informal sector still remain and this will continue to
affect pension values. It is important that efforts to improve pension benefits are
complemented by attempts to improve income levels in Ghana.

Low social security coverage is also a demonstration that perhaps employment-based
contributing social security schemes are insufficient in the light of the growing
unemployment and informalisation of employment characterised by low and irregular
income patterns.

Recommendations
Based m the findings above, the following are recommended:
Jwww&OYIT UOOT OUwUT OUOGEWPOYI UUwPOwl EVUEEUPOOS W2 UUEDPI Uwi EYIT wi
between high education and informality.



3 Attempts should be made by government to formalize informal activities. This may
include simplifying requirements for business registration and providing support to
micro, small and medium enterprises to grow.

3 Government should strengthen the National Pensions Regulatory Authority (NPRA)
and National Health Insurance Authority (NHIA) to be able to undertake effective
supervisory and regulatory roles over schemes. This is particularly important for the
second and third tiers which would be managed by private trustees, fund managers
and custodians. Past performance records of SSNIT also hints the need for close
supervision to ensure good investment choices are made and administrative cost
reduced drastically.

3 Organized labour should play key oversight role to mitigate government's
interference in the management of pension schemes, particularly SSNIT. They
should appoint competent people to serve as board members to be able to play their
roles effectively.

3 Trade unions should organize informal sector groups and facilitate their enrolment
onto the third voluntary tier.
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SOCIAL PROTECTION IN KENYA

By

Jane Masta & Jacob Omolo

Introduction and background information

Kenya occupies the eastern part of the African continent and covers about 592, 909 square
kilometers. Kenya's population has more than tripled from 10.9 million people in 1969 to
38.6 million people in 2009 (Republic of Kenya, 2010). Kenya has a youthful population with
over 70 % of the population being within the 15 -35 age cohorts. This has resulted in a high
dependency ratio, currently estimated at 84%. The implication of a high dependency ratio is
that Kenya has a big challenge in providing education, healthcare and other services all
dependent on a small proportion of tax -paying or working population.

Between 1990-2005, Kenya's averageannual labour force growth rate was about 3%. In
2007, the labour force stood at about 14.6 million, which was largely youthful, with about 58
% being within the 15-34 years age bracket. The policy implication is that creation of jobs
should expand at the same rate to forestall increase in unemployment. In 2006
unemployment rate was estimated at about 12.7 % being an improvement over the 14.6 %
previously recorded during the 1998/99 labour force survey. Urban unemployment was
higher than the rural unemploy ment at 19.9 % and 9.8 % respectively. With this, Kenya faces
five key employment challenges, namely: high youth unemployment, rapidly growing
labour force, underemployment, the problem of the working poor and gender inequality.

The informal sector remains the major employer, accounting for over 75 % of total
employment. In 2006, informal sector employment grew by 6.5 % creating 418,000 new jobs
compared to formal sector employment that grew by 2.8 % thereby creating a paltry 50,600
new jobs. However, a larger number of those employed are the working poor. The services
sector is the main source of employment and 2007 accounted for approximately 60% of
formal sector employment, while the manufacturing sector accounted for less than 10%. In
terms of gender, formal sector employment is still male dominated with women accounting
for about 30% of the total formal employment. About 56 % of the women are employed in
the community, social and personal services. A significant challenge for employment is that
a majority of the labour force in Kenya do not have basic education and technical skills for
improved labour productivity.

Kenya's poverty levels are estimated to be on the decline, but there are significant
differences within and across provinces. Data available from the Kenya Integrated
Household Survey show that national absolute poverty declined to about 46% in 2006 from
55.5% in 2000. Although the proportion of the population living in poverty has declined the
number of those living below the poverty line is estimated to have increased from 13.4
million to about 16.6 million. The incidence of poverty is higher in rural are as at 49.1 %
compared with 33.7 % in urban areas. There are also regional differentials, with Central
Province having the least prevalence while North Eastern and Coastal Provinces showing



increasing poverty levels. The Kenya Integrated Household Budget Survey (KIHBS)
conducted by the Kenya National Bureau of Statistics in 2005/2006 set the rural poverty line
at Ksh. 1,560 per month and a corresponding line for urban areas at 2, 930 per month. The
latest reports of the Kenya National Health Accounts indicat e overall improvement in health
standards based on government increased expenditure of allocations to the health sectors as
part of the Economic Recovery Strategy policy to enhance equity. Nevertheless, the
country's performance remains below levels recommended by the World health
organization and even the Abuja Declaration. Life expectancy in Kenya is at 53 years, an
increase from 45 years in 2002. In previous years, life expectancy for men was higher than
for women but today this is almost at the same level. Life in Kenya is under constant threat
of numerous contractible diseases including HIV and AIDS, bad living habits and other
hazards of life.

Social Protection Provision

Kenya has a low Human Development Index and to work out its way up the ranks, a b road
based intervention in social policy is required. The government's response to dealing with
this situation has comprised measures of production, reproduction and redistribution of
resources as well as protection of vulnerable members of society. Introduction of modern
day social security system is one such means. Social security can be defined as the sum of all
regulations within a society which aims to guarantee the individual or a group not only
physical survival but also general protection against un foreseeable risks which would entail
deterioration of the situation and consequences which could be borne by the individual or
group without external assistance. The term social security does refer to special category of
public interventions made in respon se to specified risks or needs, which are aimed to ensure
the general welfare of a community. The International Labour Organization (ILO, 2006)
Convention No. 102 on social security (minimum standards) 1952, identifies nine branches
of social security covering most, if not all, of the principal contingencies faced by workers
and their families during the course of their lives. They include medical care, sickness
benefits, unemployment benefit, old age benefit, employment injury benefit, maternity
benefit, invalidity benefit, family benefit and survivors' benefit.

The earliest attempt to put in place a modern day social security system was introduced by
the colonial administration. It mainly targeted the white settler community and those within

its employment service such as in the civil service, railways, ports and harbours, and a few
others. The same structures were inherited by the independent government that came to
power in 1964 and the succeeding regimes have made some changes to further build on
them. This saw establishment and growth of social security system in the country within
three broad categories as follows:

a) public and mandatory schemes;
b) occupational schemes; and
c) private schemes.

Economic globalization and its associated challenges have necessitated the need to broaden
the safety nets to accommodate more people and to also meet the changing economic
demands. In the case of Kenya, the implementation of neoliberal economic policies foisted
on it by the World Bank and the International Monetary Fund (IMF), created more
vulnerable people. Reduction in expenditures in social welfare services by government,
deregulation of markets, removal of trade tariffs, and privatization of state cor porations all
had a net effect of increased vulnerability of the masses (Oyugi, 2000).

Methodology



The study is mainly based on secondary data derived from extensive literature review and
supplemented with interviews of identified persons. The paper is 0 rganized in six sections
as follows: Section one provides a socieeconomic context of social security in the country
and a brief historical account. Section two outlines the existing regulatory framework and
discusses the enabling legislation, eligibility criteria, administration and management of the
schemes. Section three is an analysis of coverage of the existing schemes drawing
comparisons on the basis of region, gender and age, among other factors. Section four looks
into the issue of financing and section five addresses the issue of benefits. Section six
summarizes key points and draws conclusions and lessons learnt, as well as offers
recommendations.

Regulatory Framework for Social Security

The right to social security constitutes a basic human right and is enshrined in various
international conventions, treaties and other instruments. While States may ratify a whole,
there is flexibility of application. A State is allowed to accept parts of the Convention
according to its own needs and stage of sogal and economic development.

As a sovereign State, Kenya has been a member of the United Nations since 1964 and has
made its own endeavors to construct a legal framework which is functional for its situation

in supporting enjoyment of human rights. This has been inspired mainly by guidelines set
out in various key standards adopted by the United Nations (UN) and the ILO.

The first of these standards is the Universal Declaration of Human Right8& JDHR, 1948). It
asserts, in Article 22, that everyone as a nember of society has the right to social security.
Article 25 specifies this need in the event of unemployment, sickness, disability,

widowhood, old age or other lack of livelihood beyond one's control. This right is reiterated

in Article 9 of the International Covenant on Social and Economic Righ&SER, 1966), which
requires States which are party to the covenant to recognize the right of everyone to social
security, including social insurance.

Kenya is yet to ratify any one of the ILO social security conventions, even though it is a
signatory to the UDHR and the ICSER. However, governments' commitment to supporting
social welfare and security can be traced to the Sessional Paper No. 10 of 1965 which sought
to establish African Socialism (Republic of Kenya, 1965). The stated objectives of this
landmark policy has been kept alive through the years, as they have been reiterated in
succeeding social policy documents as could be evidenced, even in the last decadédn the
following:

National Development Plan 2002 - 2008

Sessional Paper No. 1 of 2000 on National Population Policy

Kenya National Policy on Ageing

Ministry of Gender - age policy paper

Ministry of Health - social policy paper

G G G G G

Evidently , Government's response to dealing with the country's social security concerns
does not emanate from an official single policy on social security, social insurance or other
form of social protection. The existing interventions even as directed by governmen t, do not
flow from a central or dominant authority and this sometimes results in duplicative efforts
and conflicts. Its administration is directed through an integrated approach and within the
wider national social policy framework. The Economic Recovery Strategy for Wealth and



Employment Creation, Kenya Vision 2030all recognize social security to be closely linked to
other social services such as education, health, labour and industry, national social security,
shelter, housing and HIV and AIDS (Republi ¢ of Kenya, 2003; 2007).

Legislative Framework

The Constitution of Kenya gives the necessary guarantee for enjoyment of fundamental
rights under Part V and therein social and economic security right is implied. This has a
negative implication on the right to access and enjoyment of social security. Persons who
have no access, or have inadequate access, cannot make any claim or demand for social
security as a matter of right and the State and other actors have no enforceable legal duty to
provide that right. Similarly, persons whose right to social security has been violated cannot
avail themselves of the substantive and procedural protections afforded by the Constitution
such as having an automatic right of audience before the High Court or even obtaining
recitative orders. The legislative regime for social security is spread out in various statutes,
as discussed here below.

National Social Security Fund Act, Cap. 258

This law was enacted in 1965 and remains in force, with amendments. It is under a
management trustee, which comprises representatives of workers, employers and
government. The Act establishes a provident fund system which operates on a defined
contribution basis. An amendment to the Act in 1997 brought the National Social Security
Fund (NSSF) to the regulatory ambit of the Retirement Benefits Authority (RBA). It covers
all employees other than those in public service pension schemes for public sector, though
voluntary coverage is possible. The qualifying conditions are old age, disability and
survivorship. The NSSF is governed by a Board of Trustees appointed by the Minister
responsible for matters relating to labour and social security. The composition of the Board
is on a tripartite basis with representations from the government, employe rs and workers.

National Hospital Insurance Fund Act, Cap. 255

This law was enacted in 1966 to provide for hospital insurance and covers medical benefits
alone. It establishes a national Fund under a Management Board composed of
representatives of workers, employers and government. It covers employed persons who
earn at least Ksh. 1000 a month and includes employees of the public sector, selfemployed
persons and their dependants. The Act provides for in-patient services but under pilot
programme with accredited hospitals and health institutions one may have out -patient
medical care as well upon production of a National Hospital Insurance Fund (NHIF) card at
accredited institutions.

In the latest developments, government's endeavor to provide universal health care through
upward review of the NHIF rates has been contested by the social partners. Under the new
scheme, members are to register with a health service provider of choice and would have an
expanded cover of Ksh. 360,000 for self and family per year. It would also cover out-patient,
maternity services including caesarean section. The scheme would also cover general
consultancy, prescriptions and laboratory test.



Other health care services covered include ultra sound, X-ray services, diagnosis and
treatment of common ailments. It also proposes to have at least one accredited institution in
every constituency. There are currently 500 accredited institutions. The qualification
requirement for every institution is that they must have at least a qualified clinical officer, a
functioning laborator y and a pharmacy stocked with basic essential drugs.

Employment Act 2007

Section 29 of the Employment Act (2007) provides that a female employee shall be entitled
to three months maternity leave with full pay at 100 % earning. A woman shall only be
entitl ed to this if she gives not less than seven days notice in advance or a shorter period as
may be reasonable and also on a production of a medical certificate.

Section 30 (1) of the Act also provides contingency forsicknessfor those in employment but
who have served for two months consecutively. Employers are enjoined to pay earnings at
100 % for up to seven days to an employee who is sick and unable to work. Section 34
requires that an employer ensures sufficient provision of proper medicine for his empl oyees
during illness and if possible, medical attention attendance during illness. Section 34 (2)
further states that an employer shall take all reasonable steps to ensure that he is notified of
the illness of an employee as soon as is reasonably practicale after the first occurrence of
the illness. The duty to meet the medical costs by the employer imposed by Section 34 (1)
and (2) is removed by provision of Section 34 (4) which states that the requirement shall not
apply where:

a) the illness or injury to the employee was contracted during a period when the
employee was absent from his employment without lawful cause;

b) the illness or injury is proved to have been self-inflicted,;

c) medical treatment is provided free of charge by the Government or under any
insurance scheme established under any written law which covers employee.

Section 35 (1) (5) provides for an employee whose contract of service has been terminated to
be entitled to service pay for every year worked. However, Section 35 (1) (6) further
indicates that this is not automatic for those employees who are members of a registered
pension or provident fund scheme under the Retirements Benefits Act, a gratuity service
pay scheme established under collective agreement, any other scheme established and
operated by an employer whose terms are more favourable than those of the service pay
scheme established or a member of the National Social Security Fund.



Pensions Act, Cap. 189

This is the principal law which makes provision for granting and regulating the payment of
pensions of pensioners, gratuities and other allowances in respect of public service for
officers of the Government of Kenya (GOK). Such employees upon attaining the mandatory
age of retirement of 60 years, and having served on a permanent and pensionable service
contract, expect payment of benefits. These benefits are norcontributory and are funded
solely by the government. The benefits payable to public service retirees could be either one
or more of the following: service pension and a commuted pension, service gratuity,
marriage gratuity, injury pension, death gratuity, dependant's pension, compassionate
gratuity and annual allowance.

Retirement Benefits Authority Act

The Retirement Benefits Act establishes the Retirement Benefits Authority which is a
regulatory and supervisory body charged with the responsibility of "regulation, supervision
and promotion of retirement benefits schemes, the development of the retirement benefits
sector and for connected purposes"$2 However, the Authority is not involved in the day to
day administration of the scheme. It only gives broad guidelines as to how scheme funds
are to be invested and does not pay aiy money to the Government. Occupational schemes
are schemes set up by employers for the benefit of their staff. Such schemes are voluntary
and are established under trust. These are regulated by the Retirement Benefits Authority.
There are no minimum requ irements in relation to the levels of contributions by employers
and staff; nor are there any minimum requirements in relation to the types or levels of
benefits other than legislative restrictions in relation to minimum retirement ages, vesting,
portabili ty, preservation and accessibility of benefits. There are however extensive
requirements in relation to the governance and management of such schemes and for the
protection of members' benefits stipulated in the Act and the Regulations made under the
Act.

Work Injury Benefits Act, 2007

Employment injury benefits scheme is available to all employees by provisions of the Work
Injury Benefits Act 2007.The Work Injury Benefits Act (WIBA) avails compensation to
employees upon sustaining any injuries while in th e course of duty, for both cases of
temporary or permanent disablement. All employers are to be insured under the new law
and each is expected to obtain and maintain an insurance policy, with an insurer approved
by the Minister to cover any liability that may be incurred to any of his/her employees in the

52 Preamble to the Retirement Benefits Act, 1997. According to Section 5 of the Act, the objectives of the Authority are to regdate and
supervise the establishment and management of retirement benefits schemes, protect theinterest of members and sponsors of the
schemes; promote the development of the retirement benefits industry; advise the Minister for Finance on the national policy to
be followed with regard to the retirement benefits industry and to implement all governm  ent policies relating thereto.

event of an accident.

Welfare Organizations and assistance Programmes

Support to the most vulnerable groups in the society has long been taken care of by various
social groups and organizations, all directed towards securing their access to certain
necessities such as food, clothing, shelter and medical care. Although there is no direct
legislative regulation for this, indirect control is administered through the Societies Act and
Companies Act which look into operations of corporate bodies' socio-economic activities in
general. Civil society organizations (CSOs) and Faith Based Organizations (FBOs) are
actively involved in providing social assistance to underprivileged members of the society
within differe nt parts of the country. Provision of social assistance by government has been



limited for long only in particular situations of natural disaster or public emergency. This
includes social assistance programme to the elderly or those living in semi-arid areas.

The legal framework governing social security in Kenya is elaborate. The framework is
based on relevant ILO Conventions, domestic labour laws and national development
policies and programmes. The country's social security interventions are also anchored on a
national legal and institutional framework: National Social Security Act (Cap. 258) and the
NSSF. Interviews conducted on trade unions revealed that workers are represented in the
governance of the NSSF through representation in the Board of Trustees. This is also true for
employers and the Ministry of Labour. The trade unions interviewed observed, however,
that their interventions in influencing policies on the provision of social security in the
country is hampered by lack of or inadequate statistical information on the mode of
payment of the social security benefits and how the rates of payment or benefits respond to
changes in the economic fundamentals such as inflation.

Coverage of Social Security Schemes

The ILO defines social security, as 'the protection which society provides for its members
through a series of public measures against the economic and social distress that otherwise
would be caused by the stoppage or substantial reduction of earnings resulting from
sickness, maternity, employment injury, invalidity, old age and death; the provision of
medical care; and the provision of subsidies for families with children". Provision of social
security remains policy priority of the Kenya government (Republic of Kenya 2002). Social
security is an integral part of national development and a fundamental requirement for
improved productivity and industrial competitiveness.

Kenya operates numerous and un-integrated social security interventions, broadly
categorized into state social safety nets, ad community and family safety nets. The
coverage and magnitudes of these interventions are limited to formal sector employees,
thereby exposing the growing majority of informal sector workers and entrepreneurs,
unpaid family workers and the unemployed to great levels of vulnerability and destitution.
The limited coverage of the social security schemes in the country is mainly because of the
manner in which the whole concept of social security was introduced and structured in the
country. This has maintained an outreach of mainly those in formal employment, therefore
inheriting the historical biases and indirectly propagating attendant inequalities within the
labour market on the basis of gender, regions and nationality. The main social security
institutions in Kenya are the NSSF and NHIF. As noted in Kenya's 9" Development Plan
(Republic of Kenya, 2002), the coverage of the social security institutions is still very low.
The systems do not cover all workers particularly those in informal and smallholder far ms.
Furthermore, the unemployed and the self-employed are also not adequately covered.
Below is an overview of the social security system in Kenya.

Contingency for Old Age

In drawing comparison between the nine contingencies on social security, by and lar ge, that
with the greatest extent of coverage is the contingency on old age. In Kenya, the contingency
for old age is provided by the NSSF. The NSSF was established by an Act of Parliament in
1965. It operates under the NSSF Act (Chapter 258 Laws of Kenya)The objective of the
NSSF is to provide security to workers in retirement as well as against other contingencies.
These include circumstances such as death, sickness and disability. The NSSF provides
social security support to registered workers in the formal sector except for those in
government sponsored pension schemes, Local Authority Superannuation schemes and
some organizations such as the public universities which operate similar pension schemes.
The Fund is a provident fund where members make mont hly contributions during their



working lives and receive the accumulated contributions, with interest earned, in a single
lump sum benefit.

The NSSF covers formal sector employees in Kenya other than employees covered under the
public service pension scheme. All employers are required to register with the NSSF but
only employers with five or more employees are required to contribute to the NSS F. The
total cumulated membership of the NSSF as per its records is estimated at 3.4 million, but
the active contributing membership is currently estimated at a little over one million. The
number of registered employers with the NSSF (cumulative) is over 74,000.

The NSSF introduced voluntary membership and contributions in 2006 and embarked on a
marketing campaign to attract voluntary membership, particularly from the informal sector.
The success or otherwise of this campaign to date is difficult to estalish, although the
number of such voluntary members is indicated at 13,000. Table 1 gives a summary of the
coverage of the NSSF for the period 20042009.

Table 1: Coverage of NSSF(20042009)

Details 2004 2005 2006 2007 2008 2009
Registered 55.7 61.3 57.9 58.8 61.4 72.6
Employers

('000s)

Registered Employees ('000s)

Male 2,269.7 2,284.1 2,326.0 2,378.9 2,376.8 2,546.6
Female 756.6 761.4 775.3 793.0 792.3 848.9
Total 3,026.2 3,045.4 3,101.3 3,171.8 3,169.0 3,395.4

Source: Republic of Kenya(2009; 2010)

Table 1 illustrates that the number of employers registered by the NSSF increased by
30.3% from 55.7 thousands in 2004 to 72.6 thousands in 2009. The number of registered
employees also increased from 3 million in 2004 to 3.4 million in 2009. Overall, the
proportion of female employees registered under the Fund remained constant at 25%.
This is reflective of the low levels of employment of female workers in the formal sector
and the low level of membership of females in the NSSF.

Studies conducted by the World Bank indicate that although NSSF is the single largest
provider for this contingency and commands a total of 38 % outreach, it comes second
after occupational retirement benefit schemes which holds 61 %. Some of the big
occupational schemes in Kenya include Local Authority Pension Trust (LAPTRUST),
which covers employees of the local authorities and civic leaders. The LAPTRUST has a
membership of over 24,000 contributors. This is followed by individual retirement
benefits schemes at 1 % ad the remainder under the civil service pension scheme. See
Appendix 1.

Contingency for Medical Care

The Kenya government has, since independence in 1963, continued to formulate and
implement policies aimed at improving the country's health status. This is based on the
recognition that good health satisfies one of the basic human needs and contributes
significantly towards maintaining and enhancing the productive potential of the
population. Improvement in the health status of the society forms part of an investment
in human capital. As reported in IPAR (1999), investment in healthcare is necessary as it
impacts positively on longevity of life, adult productivity, earnings, quality of life and a
country's socio-economic development.



The goverrvment plays a vital role in financing and delivering health services in Kenya. The
Ministries responsible for Health run the majority of the country's facilities, employs a large
proportion of the health personnel, and is responsible for close to half of Kenya's total health
expenditure. The NHIF is one of the social security institutions put in place by the Kenya
government. It is constituted under the NHIF Act, Cap. 255. The NHIF is a contributory
scheme open to employed adults either in the formal or the informal sector, the retired and
the retrenched workers. The monthly premiums of the Fund vary from Ksh. 30 -320.

The current membership of NHIF stands at 1.9 million, with 44,000 employers from the
formal sector with a voluntary membership at 39,000. There are a humber of occupational
and private schemes managed together with insurance companies. The scheme includes an
in-patient cover for a contributor, a spouse and children under the age of 18 year&. Those
dependants, who are over 18 years but have proven evidence of being either handicapped,
adopted, or in school (college) or university, can also benefit under the scheme. The NHIF
members and their dependants can access any ofthe Fund's accredited health providers
countrywide and enjoy a cover of between Ksh. 400-2000 per day, for a maximum of 180
days. The recognized health providers include government, private, mission and
community health providers.

Gender Differentiation i n Coverage

The majority of those with access to the social security are men (75 %) owing to the
discriminatory e ffect of the formal sector employment against women. Again, only 18 % of
the social security contributors or beneficiaries are females. In Kenya, the proportion of
women engaged in the formal sector is low at about 30 %. The need for work for long hours,
requirement for high education and skills training leaves out many women with little
chance of securing decent jobs. Many are known to work in sectors which have high
incidence of violation of fundamental worker rights such as the right to freedom of
assocation, right to equal pay for work of equal value, freedom from forced labour and
right to equal treatment in occupations and employment. These are typical within domestic
jobs; work in export processing zones and other manufacturing industries and also in
agricultural large plantation farms. . The need to meet maternity benefits by employers
alone, is deemed as unnecessary costs to business and a result of which many women are
denied opportunity of employment and in turn possibility to enjoy social securit y. Payment
of maternity benefits to women is at comparatively better levels than men. Arguably, this is
deserves recognition of the practical demands of child care on women compared to men.
Whereas women are granted three months paid leave without loss of benefits or privilege,
men have been granted less number of days to only 10 days.

53 Those aged above 18 years but with proven evidence of being either handicapped, adopted, in school (college) or
university can also benefit.

Alternative Arrangements for Social Security

The other social security strategies operational in Kenya include compensation to those
injured in the course of duty. Such needs are covered under the Work Injury Benefits Act
(2007). The Act is administered by the Ministry of Labour. The Ministry of Health only
provides medical advice through the Medical Board in the event of a dispute regarding the
extent of injury. There are also private sector pension schemes administered by insurance
firms. They take the form of defined benefits/entitlement. Their viability and sustainability
depend on the managerial efficiencies of the Fund administrators or trustees.

Alongside the aforementioned formal arrangements for social security, there exists informal
arrangements, and the dominant and common system is the family and social groups.
Women welfare groups constitute a major informal arrangement for social security in



Kenya. These groups gerate to support the most vulnerable groups in the society, enabling
them to access basic necessities such as food, clothing, shelter, medical care among other
financial needs. The extent of coverage can be estimated by the sheer numbers of
organizations listed as registered for such purpose by the registrar of societies. Also, the
NSSF has worked out an informal arrangement which allows voluntary contributions at a
recommended minimum amount of Ksh. 100 per month. The arrangement is also flexible
enough such that the payments can be made as and when circumstances allow. Equally, the
NSSF scheme has been reformed to allow for contributions from employers with 1-4
employees, which is the core of the informal sector in Kenya.

Interviews conducted on key social security stakeholders, namely: the Central Organization
of Trade Unions (COTU), Ministry of Labour and the Federation of Kenya Employers (FKE)
revealed that all the stakeholders recognize social protection as an integral part of national
development and a fundamental requirement for improved productivity and industrial
competitiveness. The respondents noted that Kenya operates numerous and unintegrated
social protection interventions, broadly categorized into state social safety nets and
community and f amily safety nets. They noted, however, that the coverage and magnitude
of these interventions are limited to formal sector employees, thereby exposing the growing
majority of informal sector workers and entrepreneurs, unpaid family workers and the
unemployed to great levels of vulnerability and destitution. According to the respondents,
to address these challenges, the Government needs to formulate a National Social Protection
Policy to provide the necessary framework for development and implementation of a
comprehensive social protection system in the country.

The sentiments by the stakeholders are reminiscent of the challenges faced by the scheme.
These include high default rates on contribution remittances by employers and employees,
lack of proper awareness on the NSSF and its products, false benefit claims, which add to
the cost of the Fund and corrupt practices by some Fund employees.

Financing for Social Security

Source of Funding to the NSSF

Statutory contributions to the NSSF are set at 10 % of anemployee's pay, half of which is
paid by the employer and half by the employee. There is a monetary ceiling on the
maximum combined contributions to the NSSF of currently KShs 400 per month (or at only
1.3 % of average monthly formal sector earnings in Kenya of KShs 31,579. There have been
only two adjustments to the statutory ceiling on contributions since the inception of the
NSSF (i.e. an increase from KShs 80 to KShs 160 in 1977 and from K Shs 160 to 400 in 2001).

The NSSF also accepts contributions from the unemployed or selfemployed members. In
this case, the contributions are made at a flat rate and there is no matching payment from

Table 2: Membership, Contributions and Benefits of NSSF (20042009)

Details 2004 2005 2006 2007 2008 2009
Registered 55.7 61.3 57.9 58.8 61.4 72.6
Employers

('000s)

Registered Em |ployees (000s)

Male 2,269.7 2,284.1 2,326.0 2,378.9 2,376.8 2,546.6
Female 756.6 761.4 775.3 793.0 792.3 848.9
Total 3,026.2 3,045.4 3,101.3 3,171.8 3,169.0 3,395.4
Annual 3,773.3 4,421.6 4,655.1 5,358.4 5,368.6 5,341.0
Contributions

(Ksh. Mn)

Annual Benefits 2,5135 2,548.8 2,540.2 2,566.8 2,575.6 2,773.4
Paid (Ksh. Mn)




the employer. The NSSF contributions are mostly made on a monthly basis. The payments
are made by either cheque or cash. There is no budgetary allocation by the government to
the social security. Table 2 provides a summary of the membership of the NSSF, the Fund's
contributions and benefits over the period 2004-2009.

Source:Republic of Kenya (2009; 2010)

As illustrated in Table 2, the direct beneficiaries of the NSSF (employees) increased from 3
million in 2004 to 3.4 million in 2009, depicting an increase of 12.2 % over the sixyear
period. The total annual contributions of the Fund , however, increased marginally from
Ksh. 3.8 billion in 2004 to Ksh. 5.3 billion in 2009, representing a growth of 6.9% per year. At
the same time, the annual benefits paid by the Fund increased from Ksh. 2.5 billion in 2004
to Ksh. 2.8 billion in 2009. Overall, the NSSF payouts eased from 66.6 % of the year's
contributions in 2004 to 51.9 % of the year's contributions in 2009, manifesting increased
liquidity of the Fund.

The NSSF Act provides no explicit framework for investment and custody of the NSSF
assets. The investments are currently managed irhouse through an Investment Committee
and an Investment Department. There is no external/separate custody of the assets. Since the
Investment Committee and the Investment Department are functional units of t he Fund,
they do not have representation of the workers or contributors. However, workers' and
employers' representatives influence the decisions of the Committee when their matters are
brought in a Trustees' meeting.

The NSSF has had a major portfolio weghting in land and property assets, though this is
reported to have decreased substantially since 2000. The proportion of the total assets
invested as quoted in domestic equities in 2000 was 47.7 % reflecting a relatively higher
weighting in domestic equi ties compared to other large retirement funds in the country.
Further, the NSSF has had a dominant shareholding in a number of companies listed on the
Nairobi Stock Exchange and a sizeable portion of the assets invested in Government
securities. None is known to be in offshore investment.

Source of Funds at the NHIF

An insured person must make a variable monthly contribution of Ksh. 30 to Ksh. 320 per month. For self
employed persons, a variable monthly contribution of Ksh. 30 to Ksh. 320 is required. Volu ntary contributors
pay a flat rate of Ksh. 160.00 per month. Neither the employer nor government makes contributions to the Fund.
The qualifying condition is sickness and maternity. The medical benefit is that voluntary contributors must have
at least 60 chys of coverage and at least 6 months of coverage for maternity medical care.

Source of Funds for Occupational Schemes

All the schemes are contributory and are funded by both employees and their employers at
specified minimum percentage stipulated under R BA but with variations depending on
individual circumstances. For example, under LAPTRUST, members contribute 12 % while
the sponsor contributes 15 %. In summary, the National Social Security Fund (NSSF) holds
the largest quantum of funds which is estimate d at 67 %; it is followed by Civil Service
Pension Scheme (22 %), then by the Occupational Retirement benefits (11 %) and finally by
Individual Retirement Benefits Schemes (a negligible amount).



The dominant social security programmes are of three kinds: social insurance, income
maintenance and social assistance. This cuts across the different schemes in existence ai
specified under statute.

Social Insurance Benefit

This kind of benefit bestows on members a product or service in recognition of contributions
to particular schemes. The services offered under such arrangement include provision of
retirement pensions, disability insurance and survivor benefits insurance. The insurance
system is defined by statutes and serves- a defined segment of the national population.
They are generally funded through premiums or taxes paid by or on behalf of participants.
Both NSSF and NHIF fall in this category to a large extent.

NSSF Benefits

i. Old age benefit:This is accessible at the age of 60 years or in circumstance
where one has retired from insured employment, though payment may be
paid at age 50 for the latter or at any age if emigrating permanently.

ii. Disability benefit: The fund member must be assessed with a total incapacity
for performing any work. The disability is assessed by the fund's doctor and
the Director of Medical Services in the Ministry of Health.

hi. Survivor benefitThis is paid for the death of a Fund member before retirement. Eligible
survivors are the spouse and orphans. In the absence of a spouse and orphan, othe
dependant relatives may benefit.

iv. Funeral grant: The deceased Fund member must have made at least 3 months c
contributions. The grant is paid to a dependant named by the deceased.

NHIF Benefits

Free care is provided in government hospitals for certain illnesses, including: tuberculosis,
sexually transmitted diseases, HIV and AIDS, among others. The maximum duration of
benefits is 180 daysa year and may only extend in exceptional cases. There is free patien
treatment in government hospitals to all who are members in the accredited institutions.
There is also an element of cost sharing, where there is refund of expenses for hospital anc
medical treatment for insured persons. The maximum reimbursement ranges between Ksh.
200 and Ksh. 650 per day, all depending on the medical facility attended.

Income maintenance policy
This programme exists to ensure a guarantee of income in the event of intaruption of
employment as in retirement, disability and unemployment.

Social Security benefits

Maternity benefits

Both are covered under the Employment Act 2007 and are available to all women in
employment without any distinctions whatsoever. The provision secures to female
employees the right to earn wages when on maternity leave for three months without loss of
earnings, privileges or benefits. This is over and above the entitlement for sick leave, annual
leave and compassionate leave. The cost is currently fully borne by employers and it is a
cause of strain in bi-partite relations.

Sickness benefits



The Employment Act 2007 requires employers to pay 100 % of earnings for up to seven (7)
days as sick leave. The General Wages Order requires employers to pay 100 % earnings for
up to two (2) months of sick leave.

Work Injury benefits

This is yet another form of income maintenance policy system and also guaranteed under
the WIBA in government hospitals for illnesses, diseases and injuries sustained in the course
of work.

Pensions

In this arrangement, an officer may elect to receive 3A of his annual pension, and to receive
in lieu of the other one quarter a lump sum gratuity up to twenty times its annual, and
therefore receive a reduced pension and a gratuity in lieu of full pension.

a) Normal retirement. An employee having served on permanent and
pensionable contract sevice and for a period not less than ten years and
attained the age of retirement which is 55 years is eligible to payment of a
pension. This is calculated by taking 1/ 480 of the pensionable emolument for
each completed year of service subject to the maxnum of the highest
pensionable salary drawn by the officer in the course of service. Below is the
formula:

Payment of pensions to retired public servants is available in different forms, all
provided under the Pensions Act, Cap. 189 as follows: (Total Num ber of years in
service X12 months X Last Salary)

4800

b) Marriage Grant:a female employee who resigns from service or with a view to
marriage or who is required to retire and has completed at least five years
under government and has been confirmed in a pensionable office may be
granted a marriage gratuity on production of satisfactory evidence.



c)

d)

e)

Death Gratuity: This amount is payable to the legal personal representative of an
employee following the death of the officer covered. The amount does not exceed the
officer's annual payable pensionable emolument or his commuted pension gratuity,
whichever is greater. Where an officer who has retired from the service dies
immediately thereafter, a death gratuity equal to the difference between what has
already been paid to him by way of commuted pension gratuity and monthly
pensions on the one hand, and what should have been paid as a death gratuity had
he died on the day of retirement would be come payable to his/her dependant.
Dependant's pensioriWhen an officer who has had ten or more years service dies,
while already in retirement and granted a pension, a dependant's pension is payable
to his widow and children for a period of five year s from the date of his death.
Where there are no dependants, pension ceases on the date of death. Widows
pension is payable to a female spouse while she remains unmarried and of good
character. This is payable at the rate of 10/60 of the officer's pensionble emolument.
The child's pension is payable at the rate of 1/8" of the mother's pension subject to a
maximum of six children.

Abolition of officeThis is payable to an officer notwithstanding his age or period of
service, but who is caused to lose his job as a result of abolition of office or
re-organization of his department or ministry. It is payable at the rate of 1/60 t.
Compassionate Gratuityin officer not eligible for pension because he is a holder of a
non-pensionable office or who is not confirmed in a pensionable office and who
being a male officer was appointed or transferred to the service of the government
before 1st April 1966 or being a female officer was so appointed and transferred
before 1st April, 1977 is eligible for a grant of compassionate gratuity at the rate of
1/12 of a month's pay at the date of retirement for each completed month of service.



Box 1; A Pensioner's Experience

/ am Joshua Dohd. was retrenched from the Kisumu Textile Mills (Kicomi)1B96 having worked for about7

years.| was working as a machine operator. Being unskilled, my salary was generally low and could not support me
with my family of six children and a spouse. The @mghad an occupational pension scheme for management staff
bid for us the lower cadre staff we were memlodrghe NSSFI used to contribute about Ks&80 per month and my
employer was also required to contribute a matching amount of8Qsh.

Whenl left employment, was only40 years of agel tried to pursue for my benefits from the NSSFIlwas told that

| had to wait untill reach the early retirement agef 50 years or mandatory retirement age %6 years before
accessing the benefits. By thehad no other alternative source of income. To make it worse, two of my children had
just completed primary education and had attained good grades to proceed to secondary school. They required school
fees. Besides, my aging parents had started ailing ardfiast born in the familyl had to take caref their upkeep

and medical needs. This was tough!

| pleaded with the NSSF to help buwas told that the Act does not allow for access of benefits by those below the
retirement age like md! even wonderedvhat the savings were meant for when one cannot access them when still
alive, energetic to put them in good economic use and more so when one is still alive. Having hit the briick wall,
convinced myself to persevere and painfully watch as my childrepettaputo f school due to lack of school feés.
however, knew that th&0-15 years remaining would be like decades and at best would reach wdranalready

dead. Every timé went to the NSSF offidewould ask for my statement, ask the same questions as tb dould

access the benefits and pray thaet an affirmative response. But loh! The response remained the same and at times
rude and demoralising. believe that with the high levels of unenmypient in Kenya, the low life expectancies and

high rate at which people lose jobs, one should be allowed to access their benefits immediately they are out of
employment, irrespective of their age. This will alleviate the suffering thatebosewent thragh. At the same time,

the government should develop and implement a comprehensive social protection policy that provides unemployment
benefits and universal healthcare to its citizens

Social Assistance Programmes

This operates to support the most vulnerable groups in the society and to enable them
access basic necessities such as food, clothing, shelter and medical care. Although there is no
direct legislative regulation for this, indirect control is administered through Societies Act
and Companies Act which look into operations of corporate bodies' socio-economic
activities in general. Provision of social assistance by government has been limited for long
only in particular situations of natural disaster or public emergency. Civil society
organizations (CSOs) and Faith Based Organizations (FBOs) are actively involved in
providing social assistance to underprivileged members of the society within different parts

of the country, enabling them get access to basic necessities such as food, clothing, shelter
and medical care.

Challenges facing social security schemes in the Country

The major challenge faced by the country is the inability to secure universal protection for

all. This is rooted in the low status of national economic development and the attendant

problem of high unemployment levels. As such only a small percentage of the population

has access to some form of modern social security benefit. A number of issues hinder the

efforts towards securing universal protection. These include:

a) The lack of a coherent national policy and strategies on promoting social security.

b) The fragmentation and uncoordinated regulatory framework by government. The
Ministry of Finance and Ministry of Labour have competing mandates in regulation.

c) Existing schemes do not include unemployed persons and do not adequately cover the
informal sector

d) Poor governance structure in the administration of the existing public schemes.
Common problems include inordinate delays of payments or total failure t o pay
benefits, mismanagement of funds and weak/poor administration systems.

e) Benefits payable to members are of inadequate sums not able to meet basic needs.

f) Multiple contributions payable by workers and thereby reducing the expendable
incomes.



g) Heavy cost of administration of the schemes against the amounts used to provide
benefits.

h) Weak enforcement mechanisms to ensure compliance by unscrupulous
employers who do not make remissions and good governance in management.

i) Low level of awareness and understanding of existing schemes, entitlement and
benefits by workers and other members of the public.

i) There is significant inequality with regard to incomes distribution and levels, employment
status, regions and gender. The aspects of inequaty are marked in both public and
private systems and various adjustments and improvements have been made by
government over the last few years.

Role of Trade Unions in Social Protection

The principle of tripartism is enshrined in Kenya's industrial rela tions system. The same is
grounded within the provisions of the Industrial Relations Charter and ILO Convention No.
144 on Tripartite Consultations, which the Kenyan government ratified in  1990.
Involvement and participation of workers' representative orga nizations in formulation,
determination and implementation of labour policies in Kenya is specifically provided for in
the country's core labour laws under which a number of tripartite institutions have been set
up. Many tripartite institutions in Kenya ar e established to facilitate the regulation and
efficient operations of the local labour market.

In respect of the trade unions' role in social security, Section4 (1) of the NSSF Act (Cap.258)
require establishment of a tripartite NSSF Board of trustees to regulate and oversee the
operations of the Fund. Equally, Section 4 (1) of the NHIF Act (Cap. 255) provides for
appointment of an oversight board with tripartite setting. The National Council for
Occupational Safety and Health (NACOSH) established under Section 27 of the
Occupational Safety and Health Act (2007) provides for representation of workers and
employers in the Council. Consequently, COTU (K) is represented on the governing bodies
of these social security institutions.

An assessment conducted by Omolo (2007) shows that there were 58 different bodies where
workers' representation was enlisted. According to Omolo (ibid), documentation provided
by COTU (K) showed that the national workers' body made necessary nominations to all the
identified institutions. The number of workers' representatives on the governing bodies of
the institutions ranged between one and six. The representatives are COTU (K) officials,
staff and associate experts, or officials of the affiliate unions.

It is noted, however, that trade unions' participation and involvement in the social security
schemes have not been to the expected levels. Although they sit on the State corporations'
Boards and also negotiate payment of service gratuity, they have not been aggressive in
promoting expansion of coverage to the entire labour force. The trade unions have made
little effort in negotiating better maternity and medical care benefits. Trade unions have also
done little to engage the private social security provi ders on ways to improve benefits for
workers.

Apparently, the new labour laws seem to have taken away the rights from the unions to
negotiate better terms for unemployment coverage, having placed the minimum payable to
15 days pay for every completed year of service. Review of registered Collective Bargaining
Agreements (CBAs) would establish the actual extent to which this has been achieved. This
was aptly captured by a trade union leader interviewed as follows:

"The biggest challenge facing trade unioiss lack or absence of required statistical
information on mode of payment and changes In the rate of benefits with respect to variations



In the economic indicators. Kenyan Trade unions should, through COTU, request the
government to amend the National #&bcSecurity Fund Act to include a provision for a
systematic periodical review at the closest possible intervals taking into account the rise in
cost of living. The government has tried to impose decisions which workers representatives
have resisted".

It is instructive to note that effective representation of the workers in the established bodies
is hinged on both internal and external factors. Internally, the organizational, human and
financial resource capacities of COTU (K) and its affiliates are critical in effective
advancement of workers' agenda during the deliberations of the identified bodies.
Externally, the degree of participation of the workers' representatives in the bodies depends,
among others, on the effectiveness of the hosting organization, as the hosts are the ones to
provide all the required administrative and complementary logistics. Historically, COTU
(K) and the affiliate unions have been known to have inadequate human and financial
resources. The inadequate capacities within the unions have tended to cause a strain on
their operations (Omolo, 2003). It is acknowledged, however, that the new COTU (K)
leadership has embraced professionalism and has, within the organization's financial
limitations, facilitated training for affiliates an d also employed technical staff at the union.
The national trade union centre has also developed a framework for outsourcing experts to
help with some activities within the union or in the bodies that require workers'
representation.

Summary and Conclusions

This study sought to document the status of social security in Kenya. It has highlighted
Kenya's socioc-economic context in terms of its population, employment, poverty dynamics
and social security frameworks. The study established that Kenya's population has
increased over time from 10.9 million people in 1969 to 38.6 million people in 2009. A large
proportion (70 %) of the population is youthful. The country has a relatively high
dependency ratio estimated at 84 percent. With a fairly high labour force growth of 3
percent, Kenya's level of unemployment was 12.7 percent in 2006 with the youth bearing the
greatest brunt of unemployment. The country has also experienced rapid growth in
informal sector employment and subdued growth in formal sector employmen t.

Kenya has several pieces of legislation that govern social security. Social security issues in
Kenya are handled through various government Ministries and Departments, and private
sector institutions. The coverage of social security, particularly the N SSF is low at about 35
percent of total employment. The social security coverage is mostly concentrated on formal
sector employees. The country faces many challenges in promoting universal coverage in
social security. Key among the challenges is the lack ¢ a coherent national policy and
strategy to promote social security in the country, weak framework for participation of
stakeholders in social security system decisions, poor governance structure to promote
effectiveness and efficiency in the sector, honcomprehensive nature of the existing social
security systems.

On the basis of the findings of the study, it can be concluded that the social security system
in Kenya is not a product of a broad-based, participatory, all-inclusive and human
rights-centred policy process. . At the same time, the social security system under Kenyan
laws is 'employment -centred'. Almost all the benefits that are derivable from the various
social security schemes healthcare, unemployment, sickness etc. benefits- can only be
accessed by persons or dependants of persons who were or are in employment. The
implication is that the system of social security in Kenya privileges employees and
employers who can make periodic contributions



to the social security schemes. In the process, it discriminates against certain categories of
employees such as casual workers and others in the informal sector where the majority of
Kenyans work. It is also noted that the social protection in Kenya does not recognise or
make any provision for vulnerable groups such as people living with disability, refugees,
asylum seekers and internally displaced persons. Further, the NSSF and the NHIF, which
are the two statutory flagship national social security schemes that ought to be based on the
principles of affordability and solidarity as opposed to profit, have a lot of operational
problems.

Recommendations

It is thus apparent that the policy and legal framework in Kenya as relates to the right to
social security is fraught with shortco mings and is largely inconsistent with international
human rights standards and principles. In this regard, the following are recommended:

that an integrated and holistic social security arrangement be put in place;

that social protection policy and legislation be harmonized;

that ownership structures be built within the various schemes;

that the long waiting period for payment of benefits be reviewed,;

that regulations that encourage safe working condition s and environment be
adopted so as to reduce risks and need for compensation;

J that governance structures within management of the various schemes be improved.

G G G G
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Appendix 1: Structure of the Pension Sector in Kenya

National Social Occupational Individual Schemes Civil Service
Schemes
Security-Fund
Schemes 1 1,328 12 1
Legal Act of Trust Deed - Trust Deed Act of
Structure Parliament - Legally Parliament -
NSSF Act Binding Document Public
Pensions
Act
Membership All Employees  of the Open to the Only
employees in specific company Public, all employees of the
private sector employees Not Civil Sector
establishment restrictive, anyone
with more can join whether
than 5 employed or not.
persons
Membership 69% 31% Less than 1 % 28%
% of total
Membership % 5.6% 2.1% 2.3%
of labour
force
Assets Shs79 billion Shs114billion Shs 800 million None
(January 2006)* (June2005, 941 (December 2004,
schemes out of 8 schemes)
1328)
Funding Funded Funded by Funded by Yy Unfunde
Through either member d.
Joint employer contributions. y  Benefits
contributions alone, provided by
by Employer and employee alone or In some cases jointly Government
employee joint contributions employers and Budget
of Employer and employees Allocation
Employee
Regulation Retirement Retirement Retirement Act of
Benefits Benefits Benefits Parliament
Authority Authority Authority
Source: RBA and St




SOCIAL PROTECTION IN MALAWI
By

Wezi Galera Shaba

Introduction and Background information

Social Protection is one of the four strategic objectives of the Decent Work Agenda. The
International Labour Organisation (ILO), to which Malawi is a member organisation,
actively promotes social protection policies and provides its member states with tools and
assistance aimed at improving and expanding the coverage of social protection to all. Social
Protection is a human right, an economic stabiliser, a tool for poverty reduction and wealth
redistribution. As of July 2010, the government of Malawi had not ratified the ILO
Convention 102 (Social security minimum standards). It is also the only country in the
Southern African sub-region which does not have any national social protection system,
although there have been some efforts to provide social protection to its citizens. This is
manifested by the inclusion of social protection in the Malawi Growth and Development
Strategy as the second theme. This study therefore aims at exploring some of the
instruments and initiatives that the government has put in place as a way of providing
social protection to its citizens. The study's specific objectives were:

3 Examining and reviewing the available regulatory frameworks for social protection;

3 Assessing the extent of coverage for the available social protection interventions;

J Establishing challenges being faced in the implementation of the available social
protection interventions; and

3 Suggesting possible interventions by trade unions and the government in providing
social protection to the people of Malawi.

Methodology

The study targeted key officials in the Ministries of Labour, Finance, Legal practitioners;
NGO's dealing with social security issues, senior trade union officials, pension fund
administrators and pensioners.

The study gathered primary data through face to face interviews. Key informants
interviewed included officials from the Ministry of Gender and Social Welfare, Ministry of
Finance-Pension section, the Commissioner for Workers Compensation Commission, the
Secretary General of MCTU and Civil Service Trade union amongst others. One focus group
discussion for pensioners was also conducted. The lead researcher also attended a lobbying
session for MP's organized by the MCTU and a public talk on social protection organized by
Malawi Economic Justice Network (MEJN) in conjunction with Konrad Adenauer (KAS).

The study also used information from the existing literature and reviewed documents such
as the Country's Constitution, Malawi Growth and Development Strategy do cument, Draft
Social Support policy, Pension Bill 2010, Employment Act of 2000, Employment Act
(amendment 2010), Workers Compensation Act of 2000, Budget statement documents and
several other government reports and policy papers, journals and research papers, amongst
others.

The study was highly qualitative and the data collected was analysed using both descriptive
and quantitative methods.



In carrying out this research, the major limitations encountered included: poor response by
some respondents and theunavailability of the required data.

Socio-economic situation of Malawi

Malawi is a small landlocked country in Sub - Saharan Africa sharing borders with Tanzania
to the north, Mozambique to the east, south and southwest, and Zambia to the west. It
covers a total surface area of 118 484 krhof which 20 % is covered by Lake Malawi. It has a
population of about 13,077,160 of which 6,718,227 (51.4 %) are females (National Statistical
Office, 2008). The country depends on ports of other countries, namely: Nacda and Beira in
Mozambique, Dar es Salam in Tanzania, and Durban in South Africa to have transport
access to the oceans.

Malawi is a Republic and practices a multi -party democracy. The government has three
arms, namely: the Executive headed by the President, the Judiciary headed by the Chief
Justice and the Legislature headed by the Speaker. These arms function independently. The
President and Members of Parliament are elected directly through general elections which
are held every 5 years. The current President is Professor Bingu wa Mutharika who was
re-elected on May 19, 2009 on a Democratic

Progressive Party (DPP) ticket and is serving his final term of office. The constitution of the
Republic of Malawi limits the President to serve for a maximum of two terms of 5 years
each.

Malawi has a relatively small economy, which heavily depends on rain fed agriculture and
limited industrial base. It has a Gross Domestic Product (GDP) of US$ 3.5 billion with an
average per capita income of US$ 250 (World Bank, 209). The agricultural sector provides
livelihoods to 80% of the population, accounts for 90% of export earnings and constitutes
about 35% of GDP. Other major sectors are the services (46%) and the Industry (19%). High
economic growth rates averaging 7.5% have been registered in the past 34 years, compared
to below 3% in previous years. In 2009, Malawi's economy was estimated to have grown by
7.7 %, being among the only 2 nonoil producing countries that grew more than 7%; the
other being Ethiopia®4. This has been influenced by improved macroeconomic management,
favourable weather conditions and a supportive donor environment (Goliati, 2010 quoting
World Bank, 2009). Since 2007, inflation has been in single digits and was 8.1 % in April
2010. Interest rates lave declined from 40% in 2003/2004 to below 15% (Reserve Bank, July
2010).

Despite the registered economic growth, poverty levels in Malawi remain high. About 40 %

of the population lives below the national poverty line (National Statistical Office, 2007).

Income distribution is extremely unequal, with a Gini co efficient of 0.62. (Kwengwere,
2008). Malawi experiences a high level of unemployment due to insufficient number of jobs
available in the formal economy. Hence, there has been a rapid growth in the size of the
informal economy (Ministry of Labour et al, 2009). In 2009, the labour participation rate in

Malawi was at 8 %, of which the majority (78%) was in non paid employment (subsistence
farming).Women comprised 83% of subsistence farmerss. The table below shows
percentage of employment distribution by industry and sex.

54 2010 African Economic Report, reported in the Daily Times of 1/4/10

55 Welfare Monitoring Survey 2009,



Table 8 : Estimated percentage of employment distribution by Industr

2005 2007 2008
T M F T M F T M F
ot ot
al al
73 8 77 7 8 84 7 90
7 1 4 7
4 1 2 2 1 1 2 0
_ 5 1 3 4 1 1 2 0
Construction 9 6 6 7 6 - 8 5
\r/;/tha?ll’esale’ 8 3| 6 9| 4| 2 5 | 1
marketing/hotel 2 0 6 9 4 2 5 1

Source:Study by Mwasikakata (2009)

Evolution of Social Security in Malawi

Social Security arrangements in Malawi for a long time were predominantly based on
traditional solidarity and networks based on social relations. As such, extended family ties,

friends, the community and neighbours we re the main source of social support and security.
Under this arrangement, friends or neighbours in a community provided some sort of

security.

However, with the passage of time, it has become more evident that the traditional family
and its functions have weakened due to various reasons including dependency on cash
economy and migration 5. The dependence on cash influences people to migrate from rural
to urban areas in search of employment or from rural to rural in order to work in the estates.
Other factors for the weakening of social ties include rapid population growth and the
consequent land degradation, rising incidences of HIV and AIDS resulting in many
orphans, modernization and economic crisis.

"People are poor and their own needs go first. They do not want to share anymore but keep
everything for their own duse. They do not work together in the field anymore or eat
together',said one respondent during the focus group discussions.

's Emiliana Tembo; 'Survival Mechanisms of the Poor and Social Security: A Social Welfare Perspective', a paper presented on the Social security
Systems in Southern Africa, September 1995. P.4

Tango (2004) observes that in Malawi, informal safety nets are breaking down and that the
poor are increasingly dependent on form al safety nets provided by the government and
NGO's. It is certainly true that formal social protection is increasing in Malawi.

The forms of social protection measures in Malawi pre -dates the country's independence
during which it took various forms and c ame under different banners. However, in
Independent Malawi (from 1964), Social Protection initiatives could be categorized in four
broad bands as discussed below:

First Phase: 19641981

During the first phase, Social Protection took the form of price controls and subsidies. Prices
of inputs and outputs were controlled by the government and not market forces. There were
universal subsidy for both fertilizers and seed as the government was convinced that



subsidizing production is cheaper than consumption. Input credit facilities mainly through
farmers' clubs were readily available for the smallholder farmers.

This period was characterized by very few formal safety net interventions beyond price
control and subsidies. However, this period offered protection from exposure to effects of
poverty and covariate shocks.

Second Phase: 1981990

The period between 198L and 1990 saw a phasing out of universal subsidies as well as
agricultural input/output price de -controls as they became financially unsustainable. This
period witnessed the removal of price support and subsidies. As part of the implementation
of the Structural Adjustment Programs (SAP) the government was compelled to dismantle
the social protection system with no replacements. During this period, there was no
effective protection of the poor and vulnerable except in serious emergencies where
'targeted' nutrition programs (food relief) to those in emergency situations were
implemented.

Third Phase: 19961994

Between 1990 and 1994, interventions under the social dimension of adjustment were
introduced. These included 'projectised safety net programs'. New programs, many of
which were market oriented were introduced. For example, the Malawi Social Action Fund
(MASAF) was established as a mechanism to support the community-based activities that
would alleviate poverty. This shift corresponded to a change in g overnment which brought
a refined focus on poverty. The policy framework for the poverty alleviation program
specifically provided for the work of an institutionalized social action fund and space for the
civil society organizations to undertake safety net interventions in aid of the poverty
alleviation program. Regrettably, the policy framework did not provide for an effective
institutional framework for coordinating the poverty alleviating safety net activities.

Fourth Phase: 19902006

The 4 phase (194-2006) witnessed the emergence of Micro, Small and Medium Enterprises’
(MSME) credit schemes, public works programs, cash for work, input transfers (starter pack
then targeted input programs), food transfers, school feeding, integrated livelihoods
support, cash transfers (pilot) amongst others dominating the social protection mode. These
programmes have been dominated by the government and donor initiatives. There has also
been a gradual increase from the NGO's offering social security interventions. Most of these
interventions have been in the character of safety nets and hence are partial and selective
protection.

It is worth mentioning that since the late 1990's; government and developing partners -
mainly the World Bank, DFID and EU - have recognized that the safety net interventions
have had little impact on poverty 5. This assertion was also echoed by Smith and Subbarrao
(2003), who recorded 15 distinct donor funded social protection programs in Malawi and
noted 'that the interventions are generally uncoordinated, poorly targeted and projectised
rather that institutionalised’. Thus, despite several social protection programs being
implemented in Malawi, in recent years, there is evidence that vulnerability is rising.

With a background of uncoordinate d and ad hoc implementation of social security
interventions by various players, the government and other stakeholders agreed on the need
to shift from safety nets to social protection, hence the inclusion of Social Protection and
Disaster Risk Reduction as the second theme in the Malawi Growth and Development
Strategy (MGDS)?8. This has led to the formulation of a Social Protection Pdicy (referred to



as a Social Support Policy). Though still in a draft form (by June 2010), it provides a holistic
framework for designing, implementing, coordinating, monitoring and evaluating social
protection interventions.

Legal and Regulatory Framework for Social Protection

Malawi has no clear and comprehensive piece of legislation that guides the provision of
social protection to its citizens. However, the labour legislations do have some provisions
that have an element of social protection. This section will attempt to highlight some

5 World Bank 1999; A Safety Net Strategy for the Poorest Africa region.

58 Malawi Growth Development Strategy (MGDS) is the government's main policy document which is the country's overarching framewo rk for
development for the period between 2006-2011. The MGDS provides that its long term goal for Social Protection is 'to improve the life of the most
vulnerable.'

sections in the Employment Act and Workers Compensation Act which provide some
mandatory frameworks to protect the worker in case of eventualities. The section also
discusses the draft Social Support Policy and Proposed Pension Bill of 2010.

The Employment Act number 6 of 2000

The Employment Act of 2000 is generally aimed at guiding the employment relationship
between employees and their employers. This Act establishes, reinforces and regulates
minimum stand ards of employment. Amongst others, it provides the minimum level of
benefits and conditions which the employer must provide to the employee. For instance, the
Act provides for paid sick leave during sickness (Section 46), paid maternity leave every 3
years to women for up to 8 weeks (Section 47), and severance pay upon termination of
employment by mutual agreement with the employer or unilaterally by the employer
(Section3s). The Act also protects workers through provision of a minimum wage (currently
at MK129.00 (U$ 0.84) per day).

The Employment (amendment bill) of 2010 was passed by parliament in June 2010 to amend
some provisions in the Employment Act of 2000. The amendment has reduced the "take
home" benefits of workers upon termination of service th rough its change in the formulae
for calculating the severance pay as well as circumstances under which it is payable. Trade
Unions are contesting the bill and have since written to the President to nullify it until their
concerns have been addressed.

Trade Unions were also not amused to note that the amendment bill was passed on its own
though the agreement during the tripartite consultative meetings was that the amended bill
would be presented and debated alongside the Pension Bill 2010 and both would be passed
together since the two are complementary.

'Perhaps stakeholders need to know that MCTU is against the Employment (amendment) bill
for a number of reasons namely; the replaced first schedule which is used in calculating
benefits is offering lessbenefits than the ones people used to get....the bill has violated the
agreement signed between the workers and Employers that the two bills will have to be passed
and implemented at the same time....the passed bill talks of a Pension Bill which dxiss not e
hence the law is as invalid as before enactmgointed out by the Secretary General of

MCTU.

In the absence of a mandatory pension scheme, severance allowance has been the only
terminal benefit paid by employers who do not provide pension benefit for their workers.
Thus, with the amendment to the Employment Act, workers may leave the workplace



without any terminal benefit since the bill which seeks to make the provision of pension
mandatory is yet to be passed by parliament.

The Workers Compensation Act number 7 of '2000

The Workers Compensation Act provides for compensation of all injuries suffered or
diseases contracted by workers in the course of their employment or death resulting from
injury o r disease. Work injury benefits are an employer (single) liability paid directly to the

victim through the Workers Compensation Commissioner. Like the Employment Act, the

Workers' Compensation Act mainly covers formal sector workers, leaving out the majori ty
who are in the informal sector and the self employed.

It is worth noting that in the absence of a comprehensive legislation regulating the provision

of social protection benefits in the country, Malawi does not have any state sponsored
national social security scheme. The above notwithstanding, some private companies do
manage social security schemes and these are regulated by the Reserve Bank of Malawi as
discussed below.

The Banking Act of 1989

The Banking Act of 1989 has been the main legal tool beng used by the Reserve Bank of
Malawi in regulating financial institutions that manage social security funds in the country.
Section 10 of the Act empowers the Minister of Finance upon recommendation from the
Reserve Bank to revoke the licence if the licersee supplied false information or fails to
comply with any conditions of the licence as well as any provisions of the Act.

Section 14 mandates the Reserve Bank to supervise the banks and financial institutions with
the aim of protecting the interests of present and potential depositors and creditors with

regard to solvency, liquidity and profitability of financial institutions. Section 18 of the Act
requires every bank and financial institution to periodically submit to the Reserve Bank

statements o assets and liabilities, returns including such information as the Reserve Bank
may from time to time determine. The Act also empowers the Reserve Bank to periodically
or at its discretion examine the business of any financial institution in order to dete rmine
whether it is in sound financial condition and complies with the requirements of the Act.

The Government of Malawi in recent years has started focusing more on social protection

such that it is the second theme of the MGDS which states that"The long term goal of the

MGDS within the sphere of Social Protection is to improve the life of the most vulnerable, while the
medium term expected outcome is to increase assets of the poor to enable them to meaningfully
engage in sustainable growth and conttidbdio poverty reduction"As a result, the government

has started the formulation of the Social Support Policy and the Pension Bill 2010which are
discussed below.

Social Support Policy

Originating from the MGDS, a draft National Social Support Policy is being finalized as a
medium term policy to reduce poverty and vulnerability. The policy has been developed as
a prelude to program development and provides a holistic framework for designing,
implementing, coordinating, monitoring and evaluating social su pport interventions. The
policy has four themes, namely: welfare support, protection of assets, promotion through
productivity enhancement and policy linkages and mainstreaming. This policy also has
linkages to the Malawi Constitution, the Vision 202¢° the MGDS and other sectoral policies
and relevant international conventions. It is envisaged that the implementation of a
comprehensive social protection policy, integrated with other pro -poor development
policies would also contribute significantly to Mala wi's economic growth as lessons learnt



from other countries confirm that social protection, far from being a drain on resources, is a
driver of economic growth.

The Pension Bill of 2010

The bill seeks to introduce new legislation to provide for mandatory pension in Malawi.
This bill was championed by the government with limited input from the tripartite social
partners (employers and trade unions) through consultative meetings. Under this
legislation, every employer in Malawi other than those specifically exempted ¢ by the
Minister in certain circumstances will be obliged to make provision for pension for its
employees.

The objectives of this bill are to:

i.  ensure that every employer to which this Act applies provides pension for
all employees;

ii. ensure that every employee in Malawi receives retirement and
supplementary benefits as and when due;

iii. promote the safety, soundness and prudent management of pension funds
that provide retirement and death benefits to members and beneficiaries;
and

59 Vision 2020 is the government's long term development perspective for Malawi, ft was lau nched in 2000 and envisages Malawi to be a
technologically driven middle economy country by 2020.

% Those to be exempted in the bill include those who have worked for less than a year, those below a certain salary threshold which isat MK
10,000.00 attie moment.

iv. foster agglomeration of national savings in support of economic growth and
development of the country.

The bill introduces a contributory National Pension Scheme for the purpose of ensuring that
every employee in Malawi receives pension and supplementary benefits on retirement. The
bill provides for mandatory pension contributions and requires of employers to register
their employees with the pension fund.

Under the bill, the National Pension Scheme shall comprise a national pension fund to be
established by the Minister or Order published in the Gazette and other pension funds

licensed under this Act. The National Pension Fund Administrator shall be establi shed
which shall act as the Principal administrator for the National Pension Scheme and set up
and manage the national pension fund. There shall also be a Board of Trustees which shall
be responsible for the administrative and management policy of the Pension Administrator.

A person shall not operate a pension scheme unless the scheme is registered as a pension
fund and the trustee of the fund is licensed. A person shall not operate an umbrella fund
unless the fund is registered and the operator is licensed. Those who contravene this are
liable to a fine of MK10, 000, 000 (U$ 65, 789.5) and four years imprisonment.

Subiject to this Act, benefits in respect of a member of a pension fund shall be payable out of
the fund only if, on application, the trustee is satisfied that:

i. the member has reached retirement age;

ii. the member has retired on the advice of a qualified medical practitioner
registered with the Medical Council of Malawi or a legally constituted
medical board certifying that the employee is totally and permanently
disabled from carrying out the functions of his office; or



iii. the member is about to leave or has left Malawi permanently or has died.

Early payment of benefits can only be made if the member has not secured another
employment for a period of more than 12 months. Eligible applicants for early payments of
benefits receive only their part of the contributions paid by them, excluding the employer's
contribution and any investment income on these contributions.

By July 31, 2010, the Pesion Bill had not yet been passed into law. When presented in
parliament, it was observed that there were a lot of gray areas®* which needed further
scrutiny; hence, the bill was withdrawn and referred back to the Finance and Budget
Committee of Parliament to make some clarifications to the observations made by
parliamentarians.

Coverage of Social Protection Systems

By July 31 2010, Malawi had only one social security scheme, which was limited to civil
servants. Apart from that, there is no national state system of assistance that could be
granted to non-civil servants in need when their source of income is interrupted or ceased
due to sickness, unemployment or retirement. There is no universal national state
machinery to provide for the destitute and those in need; hence, the majority of people are
left to fend for themselves. In this section, an attempt has been made to discuss some of the
targeted social protection programmes implemented by the state to promote the livelihoods
of very disadvantaged people.

Before discussing these social interventions targeted at vulnerable Malawians, it is worth
pointing out that government employees (Civil servants) benefit from the Public Pension

Scheme (GPPS) which is norcontributory. The GPPS provides a retirement package in a
form of a regular income on a monthly basis upon retirement. By July 2010, there were at
least 28,000 pensioners on this scheme. Section 4 discusses the GPPS in detail.

Means Tested Schemes

Due to its limited economic capacity to implement national social security programs, the
government has from the recent past implemented a number of 'means tested programs to
benefit those who are very poor. Most of these programs which target the poor, the
unemployed and the rural masses have been supported by donors.

Malawi Free Inputs Program (MFIP)
In order to compensate for the effects of higher prices of inputs following the removal of
subsidies and liberalization of markets and production, the Malawian Government
introduced the MFIP in 1998/99 to provide 'free fertilizer and improved seed' to small holder
farmers who could not afford to buy them. The main objective of MFIP, also referred to as
the Starter Pack Initiative Scheme (SPIS), was to increase household fabsecurity among the
rural smallholder farmers in Malawi. The other objectives were to promote crop
diversification, improve soil fertility and enhance the adoption of improved technologies in maize
production while stabilizing incomes for small holder far mers. The SPIS's objectives were to be achieved by
The Bill makes constant reference to the Financial Sendees Bill of 2010 which was not yet tabled in parliament by the time tle Pension Bill was being
debated. . Thebill also provides for one to access his pension benefits after reaching 55 years while the life expectancy in Malawi is at 4 years,
demands employers and employees to contribute equally towards the pension, and the general observation was that the 'bill seeks to reduce
workers benefits and favoured employers and pension administrators'.
issuing each beneficiary household with a starter pack. Levy and Barahona (2003) report that, these starter packs
each contained 0.1 ha worth of fertilizer, maize seeds and legume seeds. In essence, 5kg diasal fertilizer, 5Kg of
top dressing fertilizer, 2Kg of maize seeds and IKg of legume seeds were provided.

Between 1998 and 2000, the starter pack campaigns covered almost all the small holder households and
provided them with a total of 2.86 million pa cks. Due to high operational costs, the SPIS was scaled down,
renamed the Targeted Inputs Program (TIP) which distributed free agricultural inputs to 1.5 million



targeted households in 2000/01. In order to further minimize the administrative and operationa | costs, the
TIP was further scaled down to target about 1 million households in the 2001/ 02 agriculture season. In the
TIP, the targeted households were those that looked after orphans, the elderly, the disabled, widows and
other vulnerable members of society.

According to an evaluation by Levy and Barahona undertaken in 2002, not all who qualified and were
registered by the Targeted Inputs Program Logistics Unit (TIPLU) received the starter packs as expected as

shown in Table 2.

Table 2: Comparison of numbers registered by TIPLU and TIP recipients

Received TIP On Recipient as a %
TIPLU
Register of registered

(No.
of

households) (No.
of households)
Northern Region

Central Region
Southern Region

Source: Levy and Barahor2901-02 TIP Evaluation

While receipt of a voucher always granted receipt of a pack, not all who were registered received the
voucher. Table 2 above shows that 81 % received the TIP of the total number of households on the TIPLU
register, leaving out 19% of the registered poor. Despite some technical and logistical challenges, the MFIP
still managed to positively contribute to food production in the country as indicated in the Table 3.
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Farm Input Subsidy Program (FISP)

The Farm Inputs Subsidy Program (FISP) is being implemented by Government of Malawi. Introduced during
the 2005/06 growing season, the FISP aims at increasing food security at household and national levels.
Specifically, the program aims at increasing the smallholder farmer's access to improved farm inputs and
adoption of improved technologies in maize production systems. Natural disasters, high input prices due to high
transportation costs, high levels of poverty and low output prices among other factors often times limit the
smallholder farmer's capacity to access inputs for increased production. Before the introduction of FISP in
2005/06, this situation often led to persistent and severe food insecurity in the country.

FISP is a coupon based scheme. Eligible smallholder farmers receive two coupons, one for 50kg basalressing
and another for top dressing, entitling the holder to purchase the fertilizer at MK500.00 (U$ 3.3) per bag in the
2009/10 growing season. The FISP is aimed at raising the small farm agricultural production by the timely use of
improved farm inputs and associated cultivation practices. In this way, vulnerability arising from seasonal
subsistence food gaps at the household level is reduced, overall grain and tobacco production rises and cash
income rises for those farmers who are able to produce a maketed surplus.



It is worth noting that any social cash transfer that requires a minimum payment by its recipient, just as the FISP,
does not reach the most vulnerable groups in society who would be unable to pay even the subsidized price.
Cases are rifewhere targeted beneficiaries sell their coupons in order to raise money for buying food for the day.
However, an indirect beneficial effect occurs due to lower market prices following higher harvests, benefitting
food deficit households while moderating th e income gains or surplus farmers. Moreover, higher cash
circulation in rural areas is expected to have multiplier effects in the local economy.

It is also important though to note that FISP was not formulated by the government as a safety net, but rather, as
a boost to agricultural productivity requiring land, labour and the ability to purchase inputs at the subsidized
price in order to qualify for the coupons.

The FISP oveall cost has not been static since its inception. The general observation is that the overall costs
have been increasing. . Chirwa (2009) reported that the overall cost of the program was MK5.1 billion in
2005/6 (U$ 1=MK 152.00). It rose to the highest leels of around MK40 billion in 2008/ 9 and dropped to
around MK25 billion in 2009/10. These increases have been due to increasing subsidy volumes as a result
of increase in demand for inputs and the increasing prices of fertilizers at the world market. Tab le 4
summarises the number of beneficiaries and cost targeted annually for the program.

Table 4: Targeted Program Beneficiaries and Cost

el cneficiaries(FF) Planned Cost % Overl
Cost(MK) Achieved(MK) Planned

Budget
1.5million 5.1billion 7.2billion 41.2
1.5million 7.5billion 12.729billion 69.7
2 1.5million 11.5hillion 16.346billion 421
2 1.7million 19.48 39.848hillion 104.6
billion
2 1.6million 25billion

Source: Chirwg2009),Farm Inputs Evaluations

The economic rationale for both starter packs and subsidies is that subsidizing food production in Malawi
is up to five times more cost-effective than subsidizing food consumption through food aid. This is
demonstratively true as it is the substantial contribution that starter packs made to the national maize
harvest (see Table3). Conversely, one of the most damaging consequences of scaling down the starter
pack, from the universal distribution to the targeted inputs program was a raise in market dependenc e for
food and a tenfold increase in maize prices’2

The case against subsidized or free fertilizer and seeds is that they distort the markets, undermines the
private sector, and is fiscally not sustainable. They are also retrogressive and Teak' to wealthier farmers,
estates and neighbouring countries;

52 |DS Discussion paper 387,p 88.
they are subject to targeting errors (inclusion and exclusion), politicization and ‘elite capture’; and that a
'projectisised’ approach to inputs delivery is not an institutionalised solution.

Public Works Programs (PWPs)

Public Works Programmes (PWPs) refers to activities which entail the payment of a wage in return for the
provision of labour in order to; i) enhance employment and ii) produce an ass#tihe overall objective
of promoting social protection. In Malawi, PWPs goes back to at least 1995,when the Malawi Social Action Fund
(MASAF) was created. Public works are popular with policy makers because they offer the potential of



simultaneously creating useful assets and transferring food or income to the poor because of the work
requirements.

In Malawi, a wide range of public works programs; food for work, cash for work and inputs for work have been
implemented by the government, donors and NGO's since the 1990's with the objective of providing an
‘'employment based safety néir the households facing chronic or transitory food shortage. In terms of
social protection objectives, well-timed public works employment can smooth incomes and consumption in
contexts where seasonal underemployment is a severe constraint on livelihoods. According to Kambe wa (2005),
recent public works activities in Malawi include:

3 Food-for-work: following the food crises of 2001/03, the Joint Emergency Food Assistance Program Il
(JEFAP 1) and the Consortium for Southern Africa Food Security Emergency Program (C-SAFE)
implemented road rehabilitation projects, cassava planting for hunger mitigation, reforestation, fish
pond construction and manure production with support from the WFP and USAID's Food for Peace
Program.

3 Cashfor-Work: under EU funded Public Works Prog ram, the Government of Malawi implements a
labour intensive food security projects, construction and rehabilitation of rural feeder roads and
transport infrastructure, and planting of community woodlots. Under MASAF Public Works Program,
various cash for work projects were implemented through Local Authority Managed Projects (LAMPS).
Most activities were in road rehabilitation (80%) followed by forestations, flood control and agriculture.
In 2003/4, almost 95,000 workers (equal numbers of men and women) wee employed on MASAF cash
for work project.

3 Inputs-for-work: small scale activities had been initiated in Malawi in which workers received a 50Kg of
Urea and 10Kg of maize seeds after working for 20 days.
During the 2009/10 the Government of Malawi, just as in the preceding year, also implemented cash-for-work in
which people in rural areas were being paid MK 200.00 a day and were allowed to work for 5 days only so that
they would be able to buy 2 bags of fertilizer which was selling at MK 500.00 each to those with a coupon.

Public works often have a gender equity objective. The MASAF PWP's operated in food deficit rural areas of
Malawi, and targeted women and female headed households 'since female-headed households make up a
disproportionate share of the poorest' (MASAF 1996:16). On its food for work projects, WFP purposely selects
projects that either attract a large proportion of women workers or create assets that benefit women directly,
such as woodlots and water points that reduce women's work loads and water collection time (Cammack, 1996).
Critics have questioned the implications for women's work loads of requiring them to undertake heavy manual
labour, and noted that this also excludes several highly vulnerable groups -orphans, the elderly, and PLWHA.

Again, there is little cross-country evidence that PWP's can produce high quality, useful, pro -poor and durable
assets that contribute to sustainable poverty reduction. Few evaluations have attempted to quantify the
economic returns to assets created by public works, but McCord (2005) maintains that the value of public works
assets intended to promote economic growth in Malawi is less apparent than the value of assets created in
response to specific envionmental threats and also finds that in the Malawian context of chronic poverty and
seasonal underemployment, public works programs are a serious mismatch between problem and policy
response.

In comparing the cost-effectiveness of various social protection interventions in Malawi, Smith (2001) calculates a
unit cost of MK13.9 to transfer MK1.00 to the poorest through MASAF public works projects and this was

significantly more than the MK1.73 required to transfer MK1.00 in the form of cash transfers. SALDRU (2005)
makes a similar point, emphasizing the high cost of transferring income through public works (40 -70%) relative
to cash grants (1840%), arguing that public works may be highly inefficient unless the assets created have a high
socio-economic value. He concludes that 'there is no evidence base (in Southern Africa) which endorses public

works as an effective social protection instrument'.

Challenges faced by PWP's

PWPs has a number of welkknown flaws that are not unique to the Malawi experience , which mean that they
are becoming less popular as a means of delivering social protection to the poor and vulnerable populations.
These include:



i) By definition, their re cipients must be capable of hard physical work, which means that they are unable to
target the most significant vulnerable groups such as the aged, the ill, the disabled, or women looking
after orphans and vulnerable children.

i) There is a risk that their occurrence in the hungry season, which is also the cultivation season for the previous
year's crop, diverts labour away from the best cultivation practices.

Hi) PWP's are costly to set up and execute since skilled personnel are needed to design and managthem if they
are going to produce useful infrastructure.

iv) For vulnerable people facing inadequate access to food for a few months in the hungry season, timing is
crucial; yet PWP's are prone to logistical delays and sometimes miss their critical months®3.

Nevertheless, PWP's in Malawi have delivered food, income and agricultural inputs as well as employment
opportunities to underemployed households. Apart from transferring resources to the poor, public works
projects also build or maintain assets such as physical infrastructure. On paper, the achievements of public
works in Malawi look impressive; hundreds of thousands of people have been employed, and humerous assets
have been created (roads, water points, woodlots, school buildings). Concerns about RVPs relate to:

i) whether the assets created have economic value and are sustainable;

i) what level of payment is fair and poverty reducing, while at the same time self
targeting the poor;

hi) whether workers should be paid with cash wages, food rations or agricultural inputs; and

iv) evidence suggesting that public works are not a cost effective measure compared with other social protection
instruments such as unconditional cash transfers (Devereux et al, 2006).

Social Cash Transfer Scheme (CTS)

With technical and financial support from UNICEF and the Global Fund, the Government of Malawi is
implementing a Social Cash Transfer Scheme in selected districts of the country on a pilot basis.The program
was first implemented in one district (Mchinji) and has been scaled up to seven districts, still ran on a pilot basis
as has been the case since its inception in 2005 and it is one of the several social support instruments recognised
in the draft Social Support Policy document. The CTS targets the 'ultra-poor, incapacitated and labour
constrained,'®* who according to the 2007 Welfare Monitoring Survey, constitutes 10 % of the total people living

in poverty in Malawi. By March 2009, a total of 24,051 households had benefitted from this scheme.

"Soon after the transfers started in my area, the lives of beneficiaries have changed.

Those who used to sleep on empty stomachs are now able to go to bed aftesadmeal.”
local leader in Mchiniji.
REBA Case studies brief number 11, Nov 2007, p 6.

Labour constrained defined as; when there is no able -bodied Head of Household member in the group of 19 -64 who is fit for work, has to take care
of more than 3 dependants who are under 19 or over 64 or unfit for work because s/he is chronically ill or handicapped.

As indicated in the Social Support Policy document, 250,000 households nationally would require support
under the program. This translates into about 1,030,000 individuals.

According to the Malawi Social Protection status Report of 2007, between 2003 and 2006, in terms of
outreach, the most extensive programs have been subsidized/free food distribution, subsidized/free
agricultural inputs and public works whereas cash for wor k projects were the commonest, in terms of
number and amount of money spent. However, in terms of number of beneficiaries, the most prominent
projects were targeted input transfers and subsidies as indicated in the Table 5.

Table 5: Project types 20032006

o of 06 06
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8 863,328 All 212.5 168 137 202.2

2 199,550 21 128.0 84 51 125.8
1 2,000,000 All 60.0 12 12 60.0
2 3,701,350 All 49.5 84 51 49.0
3 238,857 10 274 48 48 274
3 610,000 14 31.0 78 66 250
2 64,208 All 111 72 60 8.9
3 92,293 26 10.1 132 66 8.2

1,225 2 0.9 12 12 0.9

5,050 3 0.6 12 12 0.6

7,065 2 0.5 9 9 0.5

Source: Malawi Social Protection Status Reg

Informal arrangement of Social security

The 2007 Welfare Monitoring Survey indicates that only 10% of the Malawian labour force is in formal employment. As
such, 90% is engaged in the informal economy which is largely characterized by the working poor. As a means of social
protection, often time s, people form groups (between 4 to 10 members), pool their resources together, mainly through
periodic contributions and give total contributions of a particular time to a member on a rotational basis.

This arrangement is very popular amongst women and small-scale business owners. This arrangement is not
formalised and does not have structures to manage their operations; hence, accurate data on coverage is not available.

Financing for Social Security

It is worth stressing that Malawi does not have a national pension Scheme. The existing few, which are operated by the
private firms, are contributory, where both the employer and employee contribute to the scheme. Being contributory,
these schemes' coverge is limited to those in formal employment though people in formal employment constitute a
minute segment of the population.



The unavailability of a comprehensive social security system in Malawi has made the pension scheme to be regarded as
the main source of security to those in formal employment upon retirement.

The Public Pension Scheme (GPPS)

The Malawi Government has a non-contributory system that provides a retirement package in a form of a regular

income on a monthly basis upon retirement for civ il servants, (government employees). The government contributes
100% towards the scheme and it operates a PayAs-You-Go (PAYG) pension scheme like most countries in the SADC
region.

The PAYG operates under the principle of solidarity where the young and a ctive in the economy sustain the
retired. Because it is not contributory, the PAYG pension scheme means that benefits paid at any given year comes
out of government revenues (mainly taxes collected in that year). In other words, no funds are set aside in advance

to meet future obligations of the benefits of retired officers. However, this is included as part of statutory
expenditure in each year's national budget under Vote 30 which caters for pensions and gratuities, separation
benefits, exgratia payments and death gratuities. Table 6 shows budget performance for 2008/9 and estimates for
2009/10 for Vote 30.

Table 6: Budget Performance 2008/9and Estimates for 2009/10.

Description 20082009 20082009 20092010
Approved Revised Estimates
Budget Budget
('000)
6, 450, 000 5, 450, 000 7,400,000
Other 6, 450, 000 5,450, 000 7, 400,000

Recurrent
Transactions

Source: Malawi Government; Approved Estimates of Expenditure on Recurrent and Capital
Budget for the Financial Ye&009/10.Budget Document Ndb. The2009/10budget estimate
was MK7,400million, an increase @6% from the2008/9revised budget and wasresult of

the expected pension reform.

Since the money is sourced directly from government income (mainly through tax), it also follows that the
authorities face problems in years where collection of government revenue is low or in the event that the cost of
pension rises drastically, possibly after massive pay hikes, as was the case in October 2004

However, the Pension Bill 2010 proposes that even the government pension scheme be contributory, such that after
a grace period of 2 years from the date it would be passed into an Act of Parliament, civil servants would be
expectad to contribute 7.5% of their salary to the scheme with the government contributing the same percentage.

The Private Sector Pension Scheme

651n 2004, salaries for civil servants were consolidated i.e. basic/core and housing allowance into one clean wage bill, from which retirement package is
calculated.

Few companies and organisations that currently provide pension benefits to their employees do it through Insurance

Companies. In Malawi, the major companies that are involved in pension administration include: Old Mutual, Nico Life

Insurance and Inde Trust Limited.

These companies provide retirement benefits mostly under the 'Defined Contribution' Pension arrangement scheme,
which operates on a 'Deposit Administration Contract Basis'. The benefits under these schemes are usually provided on

retirement to the employee or on the death of the employee to their dependants.

The Defined Contribution Arrangement



Under this arrangement, employees who are under the normal retirement age of 60 are eligible for the scheme. Usually,
the rules governing the fund are made by employers in consultation with employees, clearly stating the conditions
under which the funds can be accessed.

All private insurance providers recommend that employees make contributions of 5.0 % of their salary bill to enhance
the amount payable on withdrawa |, death or retirement which currently is tax free. However, this varies from one
employer to the other, mainly being aligned with the conditions of service. At Teachers Union of Malawi, for example,
employees contribute 4 % while the employer contributes 11 % to the pension scheme.

With the pending Pension Bill 2010, if passed without amendments, the employee is expected to contribute a minimum
of 7.5 % of his/her salary bill.

The employer makes a total contribution rate of between 10-25 % (and more) ofthe salary bill to cover benefits on the
fund either for gratuity funding, or pension and severance allowance. Just like the employee, the Pension Bill 2010 is
expects the employer to contribute a minimum of 7.5% to the pension scheme.

Under the defined contribution arrangement, each member has two accounts: member's account and employer's
account. The member's account comprises an individual's contribution and interest/bonuses declared by the company.
The contributions plus interest/ bonuses accumulate up to the time of withdrawal, retirement or death.

On the other hand, the employer's contributions (less administrative fee) for each member are credited to the
employer's account, together with interest / bonuses which also accumulate up to the time of wit hdrawal, retirement or
death.

Payment for these schemes to the Pension Administrators varies from one organisation to the other, with some paying
monthly while others opting for quarterly or yearly. However, insurance companies demand that payments be made
on a monthly basis and is usually through the check-off system. For the few who deal with the insurance companies
directly, their premiums are mostly paid through bank stop orders.

Group Life Assurance Cover

In addition to the Pension Scheme, Insurance @mpanies also provide a Group Life Assurance Cover. Under this
scheme, a death benefit is paid upon the death of a member. Unlike the pension in which both the employer and
employee contribute to the scheme, it is only the employer who contributes to the Group Life Assurance Cover. The
employer pays an 'opted' multiple; for example, four times the annual salary, upon the death of the employee.

Investment for the Pension Funds

Insurance Companies that administer pension schemes do invest pension funds. Returns from these investments are
used to pay bonuses and interests to their clients. By December 2008, Nico Life Insurance Company, a leading pension
fund administrator in the country had over 140 schemes and was managing a total 'Pension Fund Assets' in excess of
MK22.9 billion (U$1=MK 152.00). Table 7 shows how Nico had credited Deposit Administration Schemes under its

management from 2001-2008.

Table 9 : Bonuses paid by NICO between 2001 and

1 Year ending
31stDecember
31 December 2001 22.5 15.0 375
31 December 2002 20.0 125 325
31 December 2003 17.5 10.0 27.5
31 December 2004 17.5 10.0 275
31 December 2005 15.0 125 27.5
31 December 2006 15.0 125 275

31 December 2007 25.0 15.0 40.0
10.0 15.0 25.0

SourceNico Life Assurance2010



Benefits of the Social Protection

Malawi and ILO Convention 102 (Social Security Minimum Standar ds Convention)

The Social Security (minimum standards) Convention 102 of 1952 is the flagship of all ILO Social Security
Conventions. It is the only international instrument based on basic social security principles that establish
worldwide agreed minimum standards. This convention is considered a tool for the extension of social security
coverage as it is flexible in its application and also calls for the participation of employers and workers in the
administration of social security schemes.

The contingencies covered in this convention include all the nine branches of social security which are: medical
care, sickness benefit, unemployment benefit, oldage benefit, employment injury benefit, family benefit,

maternity benefit, invalidity benefit and surviv ors benefit. Despite not having ratified Convention 102, Malawi

does provide most of the listed contingencies covered in the convention as discussed below;

Medical Care

In Malawi, the provision of basic medical care is free and unconditional for everybody , regardless of
employment status. All government hospitals are accessed free of charge and benefits covered include:
preventive care, specialist care in hospitals, pharmaceutical supplies as prescribed and hospitalization where
necessary. Prenatal, confirement and post natal care by medical practitioners and midwives is also provided
where necessary. Medical care is provided to those in need for as long as they need it. There is no prescribed
duration for one to be benefiting from the government health ser vice.

In the 2010/11 National Budget, the government had allocated a total of MK 45 billion to the Ministry of Health,

of which MK23.8 billion is for health services. However, in the provision of this free medical care, challenges
being encountered include: shortage and continued pilferage of drugs and other essential medical supplies,
critical shortage of health workers, poor access to health care as a result of geographical factors and inadequate
resources to meet the ever increasing demand for referralcases abroad.

Sickness

Through its provisions in the Employment Act number 6 of 2000, workers are covered during sickness. Thus the
Act, Section 46(1) provides for at least 4 weeks sick leave on full pay and 8 weeks sick leave on half pay during
each year. The Act clearly statesthat one only qualifies for this benefit after completing 12 months continuous
service. It is worth noting that this is just a minimum requirement hence there are modifications in its
implementation from one organisation to another.

For instance, civil servants are entitled to up to 6 months sick leave with pay and up to a further 6 months sick
leave with half pay in any one year for absence due to illness, injury or dental treatment not occasioned by the
civil servants' impropriety of conduct or neglect (Malawi Public Service Regulation; 1: 530).

Employment injury

The contingencies which include a morbid condition, incapacity for work, invalidity or a loss of faculty due to an
industrial accident or a prescribed occupational disease are covered under the Workers Compensation Act
number 7 of 2000. By its nature, this only covers those employed in the formal sector, leaving out casual workers,
domestic workers and those in the informal sector.

The Act provides for compensation of all injuries suffered or d isease contracted by workers in the course of their
employment or for death resulting from such injury or disease. The scheme is based on an 'individual employer
liability' in which the employer pays directly to the victim through the Workers Compensation =~ Commissioner
who is under the Ministry of Labour. Most organisations have of late transferred the risk by purchasing a
Workers Compensation Insurance Policy from Insurance Companies on payment of monthly premiums.
Regrettably, civil servants are not yet insured. The benefits under this scheme are payable under the following
circumstances:



)  Temporary disability benefits: percentage of the insured's earning in relation to
the degree of the injury after certification by the medical doctor, and according t o the schedule of the
law is paid.

The Act provides that the benefit be paid after a three day waiting period until full recovery or

certification of permanent disability.

i) Permanent disability (invalidity) benefits:tot ally disabled, a lump sum equal to 54
months of the insured earnings is paid. The minimum benefit is 54 times the insured's monthly
earnings.

Hi) Partial disability: A percentage of the full benefit according to the assessed degree of disability in

accordance the law.

iv) Medical benefitsThe employer pays the cost of reasonable medical expenses for medical, surgical, dental,
and hospital treatment, skilled nursing services, medicines, prostheses, mechanical aids and
transportation.

Table 8 shows cases rported to the Workers Compensation Commissioner for the period January - December
2009.



Table 8: Reported Casesto the Workers Compensation Commissioner (Jan -Dec
Settl ed Priva

128 11 1
8
0
February 212 180 32 8 264 148 116
March 367 30 61 20 44 39 5
6
April 167 161 6 4 46 44 2
May 130 1 4 4 57 27 30
26
177 167 10 1 123 54 69
245 200 45 3 217 84 133
346 2 4 2 134 105 29
97 9
September 161 1 1 4 132 37 95
48 3
October 147 116 31 3 50 37 13
November 345 309 3 136 84 52
6
December 138 126 1 6 35 35
2
Total 2433 224317 56 1036 730 544
6

Source: Workers Compensation Commissionklay



By April 2010,there were 13,419unsettled workers compensation cases. The delay has been
attributed to the low capacity of the Department of Workers Compensation which is partly
due to inadequate funding to enable it carry out its duties.

Survivors benefits

A lump sum equal to 42months of the deceased's monthly earnings, minus any disability
benefit paid before the date of death is usually paid out. Eligible dependants are members

of the insured's family; however, a reduced benefit is paid if the survivor was only
partially dependent. It is also important to note that some organisations buy funeral cover

for their employees so that the insurance company pays death benefits in case an
employee dies in service. Under this arrangement, the employer contributes for  each
member in line with the choice of the multiple to be paid upon the death of the employee

as shown in Table 9.

Table 10: An example of Premiums for a Death Cover Benefit

Death Cover Benefit

1 times annual salary cover 2.10%0f salary bill
2times annual salary cover 4.20%0f salary bill
3 times annual salary cover 6.30%0f salary bill
4 times annual salary cover 8.40%0f salary bill

Source: Old Mutual Malawi Proposal to Teachers Union of Malawi (June 2010).

Maternity benefit

Maternity benefits are also provided for in the Employment Act. Section 47 (1)clearly states
that a female employee shall be entitled, within every  3years, to at least 8 weeks maternity
leave on full pay. During this period, when an employee is on matern ity leave, her normal
benefits and entitlements, including her contractual rights and accumulation of seniority,
shall continue uninterrupted and her period of employment shall not be considered to
have been interrupted, reduced or broken.

Female civil servants enjoy 90consecutive days paid maternity leave (MPSR, 1:541).The Act
stipulates that no maternity leave shall be granted unless 3years have elapsed.

Unemployment, Old age and Family benefits

Currently, there is no national program that provides social protection coverage to either
the unemployed, the elderly or provides family benefits to support disadvantaged families
with adequate food, clothing and housing.



Nevertheless, with the assistance of UNICEF and the Global Fund, the Government of Malawi is carrying out a Cash
Transfer Scheme (CTS) as a means of providing social security to the elderly and the unemployed in selected districts of the
country. Table 10 shows the scope and coverage of CTS by July 2010.

_oe and Coveraae ofCTS

93 41 17 10 211
24051
890 192 4229 268 6 1628
38
4859 1477

Source: CTS March 2009 Monthly Monitoring Report.

From the CTS report (March 2009), it is quite evident that the major beneficiaries are the female headed
households, followed by the elderly headed households and then Child headed households. In terms of
individual beneficiaries, children top the list, followed by orphans, the elderly and the disabled as captured in
the Table 11.

Table 1:Distribution of Households and Beneficiaries of CTS

5543 5911 109 35182 218 20049 6934 929

61

Likoma 132 142 1 773 391 369 162 52

Machin 2427 3110 64 18579 130 9043 2945 268
26

Salima 1035 1487 20 7792 461 3896 1513 133
4

Mango 3153 3670 61 20260 144 10263 3435 336

chi 94

Chitipa 1204 935 8 5753 360 2165 1160 126

Source: CTS March 2009 Monthly Monitoring
The total monetary value of transfers to households varies from one household to another based on the
disbursement criteria that have fixed and variable components as shown in Table 12.

Table 12: Level of Cash Transfers

Malawi U$/Month

KwachafMK

umber of Household

embers )/Month

600 3.9
1000 6.57
1,400 9.2
1,800 118




SourceCTS Monthly Monitoring Report

The value of transfers indicated above was based on the following considerations:

a) thatthe minimum figure should be sufficient to meet the minimum requirements for survival;

b) that the minimum figure should be above the ultra -poverty line computed principally as food

poverty compared to the general poverty which is currently estimated at MK47/head/day; and

c) that the amount paid should not exceed the minimum value of a monthl y pension for a retired

person.

The current exchange rate is U$ 1 to MK 152.00, and cash transfers are not indexed to ensure stability in

the consumption patterns of the beneficiaries.

Conditions for Accessing Retirement Benefits (Pension)

a) The Civil Service (Government) Pension Scheme

Government employees qualify for the pension scheme after retirement under the following conditions:

i)

ii)

That the employee has worked for the public service for not less than 20
years;

That the employee has reached a mandatory retirement age of 60 and has
worked in the civil service for at least 10 vyears, or if on attaining that age,
he has not completed 10 years of service, s/he will retre on compktion of
10 years of service; and

That the employee is suffering from infirmity of mind or body which
interferes with the performance of the duties of his/her office.

Upon retirement, a civil servant receives a non-contributory pension scheme which is calculated as follows:

Full Pension: Final Salaryx Service in yearg 0.022 (Grades Al senior grade).025 (Grades

I-R).

At retirement, one is given a percentage of the full pension (gratuity) ranging from 0 -25%, of which the majority

prefer 25 %, andthe remainder is accessed on a monthly basis till one dies. The Gratuity, also called advance

pension is calculated by:

Gratuity: Full Pensionx 1-25% X 16.351 with a discount rate of 2%.

An additional discount rate of 2% on gratuity is factored in since gratuity is considered an advance. This is

Rox 1: Chanaes in the calatilation of Pension henefits since 2000

i Before 2004:

Pension = Final basic salary X Period of

iv From October 2009 to date

Service X 0.033 FP = Final salary X Service in years X 0.025
Gratuity = FP X 25% X 20 (0.022 for senior grades)
RP =FP X 75 % per annum Gratuity = FP X up to 25% X 16.351
PM =RP/12 (2% discount rate at 20 years)
il July 2005 - August 2006 RP=FPX75%
FP = 5 vyear average salary X PM = RP/12

Service in months X 0.033

Gratuity =FPX25%X20
RP =FPX75%
PM =RP/12

iii From August 2006 - October 2009

FP = 36 months average salary X Service in
years X 0.025 (0.022 for senior grades)

Gratuity = FP X up to 25% X 13.59 (4%
discount rate at 20 years)

RP=FPX75%

PM = RP/12

Where FP = full pension, RP = reduced
pension, PM =pension per month and
0.022 = accrual rates




premised on the fact that the advance pension (gratuity) granted the retiree is money that could have been
invested in any of its programs and the recipient should therefore pay a small interest on the advance.
Pensioners access their pension on the 14 day of each month. For those who receive theirs through the
warrants, they are given 3 vouchers every 3 months. Each voucher has to be used in a moth between the 14"
and 8" of the following month, failing which, they have to wait for the next 14 ™. The vouchers need to be cashed

within 6 months of their issue, otherwise they become invalid.



By June 2010, the Civil service lad up to 28,000 pensioners who access their monthly pension benefit and the
figure is estimated to have been increasing by 1,000 pensioners per year since 2004. From the year 2005, due to
the consolidation of allowances and basic salary into one wage and pension reforms, the wage bill for the
terminal benefits for civil servants increased considerably as indicated in the Table 13.

Table 13:Pension Wage Bill for Civil servants from 19992010

Financial Gratuity +Pension (12 months) Pension
Year months

1,524,000,000 572,000,000
1,499,000,000 580,000,000
1,634,000,000 598,000,000
1,656,000,000 598,000,000
2,106,000,000 500,000,000
2,106,220,000 710,031,000

4,763,000,000
5,500,000,000
6,450,000,000
7,400,000,000

1,180,610,700
1,699,221,697
1,824,488,059
3,304,915,303

Source: Ministry of Finance, Department of Accountant General, Pensions sectiorZQlifhe

Upon the death of a pensioner, his/her survivors are paid a death gratuity of up to 60 times his/her monthly
pension as a lump sum.

b) The Defined Contribution Pension

On the normal retirement age of 60 (for both males and females), a member receives thepension that can be
purchased by the value of his/her two accounts (member and employer) plus the bonuses (interest) attached to
the contributions. The member is allowed to take part of the benefit in cash according to the prevailing
guidelines. This currently means that a member can take cash up to one third of the total of his/her account at
retirement. The retiree is entitled to a monthly pension by way of an annuity purchased by the remaining two
thirds. The pension then becomes payable by monthly installments and continues throughout the remainder of
the member's life time. In cases where the pension of an employee would not exceed MK120, 000.00 per annum,
the employee commutes his/her entire pension for a lump sum cash payment.

In the event of death within 5 years, the balance of the pension that would have been payable is paid as a lump

sum to the beneficiaries of the pensioner. In cases where



the member retires earlytdue to ill health, supported by medical evidence, the pension is treated in the same
way as normal retirement, but of course the accumulated funds in the two accounts becomes somewhat less than
the final amounts if the member had worked to the normal retirement age.

Where a member dies in service, the beneficiares are paid the employee's entire pension benefits accrued to the
date of his/her death.

On the withdrawal from this scheme, the member is entitled to a portion of the employers' account, according to
scale up to a maximum of 100%. Any balance to the acmunt is transferred to a General Reserve Account, which
does not belong to any individual member, but the fund and may be used by the employer to meet expenses
related to the operation of the fund such as administration cost.

Figure 2 shows a proportion which a member may access from the employers' account if s/he leaves the
employers service on good standing.

Figure 8 : Proportion of Employer Contribution in relation to Years of Service
Employer contribution plus
bonus

.

100% 1
[ 1 year but less

than 2 years

80%
B 2 years but less
than 3 years

[J 3 years but less
than 4 years

[J 4 years but less
than 5 years

0%

B 5 years and more

Source: Old Mutual Malawi (June 2010)

It however has to be noted that the above scalecan be restructured or removed completely by the employer's
choice. However, the agreed schedule has to be included in the Special Rule8. Pension is not yet mandatory in
Malawi; as a result, apart from the civil service which is arguably the largest employer, very few private
companies provide pension benefit to their retired employees. By June 2010, Old Mutual Malawi, one of the big
pension fund administrators in the country had 900 pensioners only . The company had 210 pension funds with

a total of 65,000 contributors on the scheme by the same period. In the absence of reliable labour data in the
country, it has proved to be difficult to come up with a proportion of the working people who are currently on

the pension scheme. The other drawback is of course the reluctance of other insurance companies to release such

Early retirement is currently at 55 years for both male and female

Special Rules are rales created by agreement between the employer and fund as being specifically applicable to the employer ad his/her employees,
which may by similar agreement, be amended from time to time.

data related to their clients.

Challenges facing the Social Protection Scheme (s): Case of Malawi
Government Pension Scheme

The non-contributory pay -as you-go public pension scheme is the major single social security arrangement that
is available to retired civil servants in Malawi. Being employment related, its coverage is li mited only to those
who had once worked in the civil service, leaving out the unemployed and those working in the private sector.
The provision of pension is not yet mandatory in Malawi; hence, very few private companies have pension
schemes for their employees.

Minimum wage and the Government Pension benefit
Minimum wage could simply be defined as the lowest amount of money that is legally given to an employee.
Currently, the minimum wage in Malawi is at MK129.00 (U$0.84) per day for workers in both rural and urban



areas. This has been revised upwards to MK 179.00 (U$ 1.18) per day but is not yet operational, pending to be
gazetted (by July 2010). Though revised upwards, the minimum monthly wage in Malawi is inadequate to
enable one afford the basic necesities throughout the month.

The observation that the current minimum wage and the proposed minimum wage in the Pension bill is below
the minimum living wage is heavily supported by the Centre for Social Concern (CfSC), a faith based NGO
which carries out research into the cost of living for people mainly in the four (4) major cities of the country. This
is done every month through gathering information for the '‘Basic Needs Basket' ¢°. Table 14 shows a summary of
its findings on the minimum cost of living for the family of six (father, mother and four children) for the months
of January - April 2010.

8 |Information provided by N. Chikadya; Old Mutual Business Development Officer (employee benefits)

69 Basic Needs Basket; refers to basic food items and cost afion food items (house rent, utilities etc)



Table 14: CfSC Basic Needs Basket for Lilongwe, Zomba, Blantyre and Mzuzu:
Jan-Aoril

Lilongwe

Cities

January MK52,293.00 MK49,360.00 MK54,962.00 MK47,953.00
February MK55,612.00 MK51,334.00 MK58,493.00 MK48,681.00
March MK55,589.00 MK51,689.00 MK55,041.00 MK46,039.00

_ MK45,308.00 MK44,784.00 MK51,846.00 MK44,209.00
Source: CfSC Monthly reports for Jan, Feb, March, April 2010.

From Table 14, it is evident that the majority of Malawians live below the minimum living wage. By June 30,
2010, the entry point salary for the lowest paid worker in the civil service - Grade R Industrial class - was at
MK10, 027.00 (U$ 65.97) per month.This salary though is very low to support a worker for a period of one
month, is ironically above the current minimum wage which is at MK3, 354.00 per month (MK 129.00 X 26 days).

The above notwithstanding, the Malawi Government has in recent years made strides towards improving the
pension benefit for retired civil servants. Since 2004 when the government consolidated the salary to have a
bigger base for calculating the benefits of the retirees, the pension has also been hedged against inflation. In
other words, the government increases the pension by the inflation rate up to a maximum of 10 %. Again, the
pension also increases with the same percentage whenever the government raises civil servants' salaries. This is
a deliberate strategy aimed at increasing the pensioner's monthly wage which was far below the minimum
wage, especially for those who retired prior to 2004. In order to have all pensioners receive adequate income, the
government in October 2009, adjusted the pension of civil servants who retired prior to October 2004 to
commensurate with a rise in the level of minimum wage. Civil servants who retired after October 2004 whose
monthly pension was below the recommended pension also saw upward adjustment in their pension to meet the
new minimum pensi ons (see Table 15).



Table 125: Approved Revisions to Minimum Civil Service Pension (effective October

New Approved
Minimum
Pension Minimum  pension

Head of Public Service 2,163 60,000

Deputy Head of Public 3,598 55,000

Service
C Head of Ministry 2,005 50,000
D (P2/S2) Head of Department 1,600 40,000
E (P3/P4) Deputy Head of Dept 1,600 30,000
F (P5/S6) Assistant Head of Dept 1,600 18,000
G (P7/S7) Principal officer 1,600 13,000
H (P8/S8) Senior Officer 1,600 10,000
| Officer/ Chief Supervisor 1,600 9,000
(PO/AOICTO)
J(SEOQOISTC) Senior Supervisor 1,600 7,500
K (EQO/TO) Supervisor 1,600 5,000
L (SCO/STA) Senior Clerk 1,600 3,500
M (COITA) Clerk/ TA/ Trades man 1,600 2,800
N (SCI) Senior Subordinate 1,600 2,700
O (SC2/SC3) Subordinate 1,600 2,600

Source: Memo from secretary for Human Resource Management and Development to !
for Treasury, dated Januafyd, 2010 RefNo. HRM/P&G/03/3.

From Table 15, the minimum pension being paid to retired civil servants effective 15t October 2009 is MK
2,300.00 (U$ 15.13) per month while the maximum pension paid is MK 60,000.00 (U$394.73) per month.

Though the minimum pension is below the current minimum wage, it is above the national poverty line which is
estimated to be at MK47 /head / day. However, it is below the global poverty line which is at U$ 1.25 a day.

It is important to note that the longer one served in the civil service, the higher the pension benefit upon
retirement. This also corresponds with one's grade at the time of retirement.

Though a replacement ratio of between 40 and 60 % is the recommended internationally, a closer look at the
current salaries of the civil servants and the current minimum pension of the corresponding grade gives a totally
different
picture. The table below shows the current salary against the current minimum pension for retiring civil
servants of the selected grades.

Table 16: Salary and Minimum Pension of selected grades as of June 30,2010

mm

Head of Public Service 426,980 60,000 14.0
Deputy Head of Public Service 330,390 55,000 16.6
Head of Department 230,398 40,000 17.3
Deputy Head of 181,084 30,000 16.5
Department

Officer/ Chief 50,466 9,000 17.8
Supervisor

Supervisor 22,496 5,000 22.2

Industrial class 10,027 2,300 22.9




Source: Ministry of Finance, Pensions section.

Table 16 shows that senior grades receive a small proportion of their salary as compared to those in the
lower grades. However, it is important to note that the number of years served plays a significant role in
determining the terminal benefits; as such, it is possible to find a retiree receiving up to over 60 % of his
salary as a pension benefit, especially if he is from the lower grades and has served for over 30 years.

Box 2 A caseOf a retired civil servant

Kamugholi Zalira, a pensioner worked 4 years, and retired as a SEO (Senior Supervisor)

in the civil service. She is currently receiving MK 7,500.00 (U$ 49.34) as her monthly
pension. Actually, this is a big increase from the MK 4,471.12(11$ 29.42) which she was
receiving before the pensiaras increased in October 2009. It took almost a year before she
was on the pension scheme. She always receives her pension on time and has never
encountered any problem as regards to the receiving of the pension since she was put on the
pension payroll.

Sustainability of the Government Pension Scheme

The non-contribu tory government pension scheme is not sustainable to say the least. This is so because
currently, the benefits being paid to pensioners are drawn from the national budget which heavily relies

on donor funding (at least 30%). The government is aware of this, hence the proposed introduction of a
mandatory defined contributory pension scheme for all workers in Malawi, civil servants inclusive, in the
2010 Pension Bill.

Pension Reforms since 2000 in Malawi

In Malawi, there have been reforms in the government's pension scheme, mainly in line with how benefits are
computed. The major of such reforms took place in 2004, from which time benefits paid to pensioners had a
massive boost to an extent that during the first few months of the implementation of the policy, many people
retired and more others wanted to retire so as to benefit from the huge sums which were being paid as 'advance
pension'.

In October 2004, the Government of Malawi consolidated the basic (core) salary and allowances (especially
housing) into o ne clean wage bill, which also became a basis for the calculation of one's retirement benefits. Prior
to this, you could have, for example, a civil servant receiving MK 3,000 as a basic salary and MK 9,000 as a
housing allowance, taking home a total sum of MK 12,000. But when it came to the calculation of terminal
benefits, only a basic salary would be used, leaving the retiree with peanuts at the end of the day. The
consolidation of basic pay and housing allowance as basis for computation of terminal benefits resulted in an
increased pension benefits.

Prior to the October 2004 pension reform, terminal benefits for civil servants were calculated as:

Full Pension was =Final basic salarx Period of service in months divide by 360.

The Gratuity (lump sum) was =Full pensionX 25 % X 20, where 20 is the number of years a retired person is
expected to live after the civil service while 25% is the maximum lump sum one could get at the time of exit with
the remaining 75% (reduced pension) in monthly receipts.

With a consolidated salary as a basis for calculating the retirement benefits, the government, as an integral part
of the pension reform, decided to further restructure the retirement benefit system to be in line with the
established international standards. Thus, instead of just taking the final basic salary to calculate the pension as
was the case in the past, it would take an average salary of the last 5 years leading to retirement. This 5year
average salary was used from July 2005 to August 2006 whernit was changed to 3 years (used as 36 months) up
until October 2009. It is worth noting that the use of an average salary for computing terminal benefits drew the
wrath of trade unions in the country which engaged the government in protracted negotiations until it was
abolished in 2009. The trade unions observed that using an averaged salary resulted in the worker going home
with less benefit. Thus, effective 15" October 2009, pension for civil servants is calculated as:



Full Pension = Final salaryX Service in yearx an accrual ratg0.022 for grades AH, 0.025 for
grades I-R).

People who retired immediately after the salary was consolidated pock eted extraordinarily high retirement
benefits as the government's accounts personnel wrongly applied the old formulae to the new consolidated
salary without consulting 7°. During this period, some pensioners got almost 99% of their salaries as pensions.
This is unsustainable as an internationally considered replacement ratio ranges between 4060%. Unfortunately,
the benefits which were wrongly paid during this period became a basis for assessing the introduced formulae
as these were being compared with the ones which used the revised formulae taking into account the
consolidated pay.

Procedure for accessing Government Pension

Upon retirement from the civil service, a retiree is immediately included on the list of pensioners. However, to
start accessing themonthly pension wage, the period varies from one to three months, depending on the mode
of payment the pensioner has opted for. For those who have opted to receive the pension through the bank, the
pension can be accessed within the first month of being included on the pension payroll.

However, if the pensioner opts receive it through pension warrants; s’/he may have to wait for up to three
months. This is so because pension warrants are printed every three months, and one has to consider oneself
lucky if one's retirement coincides with the printing of warrants to be included immediately. With a pension
warrant, a pensioner may exchange it for money either at a nearest Post Office or a government's Treasury
Cashier Department.

The major challenge being faed by pensioners is the long distance to the paying points. While those who remain
in urban centres after retirement can easily access a bank, post office or treasury cashier department, the
situation is not the same with the majority of pensioners who go to their home villages after retirement. In rural
Malawi, both banks and post offices are sparsely distributed, making it difficult for some pensioners to access
their benefits. Some pensioners have to travel over 20 kilometres to access a nearest post afe. This makes them
use a great share of their pension for transport, reducing the already little pension.

Again, the government pension system is still being managed manually; as such, record keeping is a big
challenge.

70 Public Relations Consultant for Ministry of Finance quoted in the Nation of May 8, 2008.

"t Replacement ratio-the proportion of one's pension to the final salary

Role of Trade Unions in Social Protection

As a mouth piece for the workers whose main objective is to promote and defend workers' rights, trade unions

have a crucial role in ensuring that every worker is covered by some kind of a social security scheme. As such,
trade unions ought to identify the gaps and needs in the prevailing social security schemes and provide options
that could result in the increased coverage of the workers. For this task to be effectively executed, trade unions
need to have a policy on social security which could act as a gudeline. Regrettably, in Malawi at present, trade

unions do not have any policy on social security.

Due to the absence of a comprehensive legislation as well as a national social protection scheme in the country,
trade unions are not involved in any way i n the governance of social security structures, and the few that are
available are run by private firms. However, even in the proposed Pension Bill of 2010, trade unions are still not
included in the governance structures. Thus, if the bill is passed in its current form, trade unions would be
spectators unless they bargain for their inclusion before it is too late.

Trade Union's initiatives towards Social Protection

Since the rejuvenation of active trade unionism in the country in the mid 1990's, trade unions have been central
in initiatives which have led to the enactment of statutes which have elements of providing security to the
worker. Trade Unions played a crucial role in the consultative process that resulted in the enactment of the
Employment Act o f 2000, which among other things, provided for severance pay to an employee on termination
of employment either by mutual agreement with the employer or unilaterally by the employer.



Trade unions had also been involved in protracted arguments with the gov ernment over the calculation of
terminal benefits for retired civil servants for at least 3 years, resulting in the government heeding to their
demands. It has to be noted that this resulted from the government's unilateral decision to change the formulae
for calculating terminal benefits for civil servants without consulting the trade unions. From the time the
government started using an averaged salary for calculating pension benefits, trade unions had protested with
an initial strike in 2006 which was di srupted by the Police. In the following years, they engaged the government
in negotiations which led to initially changing from the 5 - year to a 3 - year salary average and eventually
dropping the whole averaging method in 2009. This has since resulted in the better retirement packages.

Trade Unions also played an active role in the formulation of the Pension Bill 2010. The main objective of the bill
is to provide for the mandatory requirement for every employer to provide pension for every person in his
employment. They were part and parcel of the tripartite task force. However, it is important to note that most of
the trade union's demands were not incorporated and that some of the agreed clauses were altered as the final
bill was presented to parliament. This was contrary to the agreement reached during the consultative process
because the contents of the final draft were to be taken back to the stakeholders for verification before being
submitted to parliament. Meanwhile, trade unions under the leadersh ip of MCTU have threatened to drag the
government to court if it remains adamant and have the bill passed in parliament in its current state.

"It is suicidal to allow government to table the bill in parliament as the proposed law will rip
off the employse. the only option, if negotiations fail, is to take the matter to court by way of
an injunction. We cannot, and will never, be party to such a bill that oppress employees. Our
argument remains the same that our concerns were not addresseeled the Secretary
General of MCTU.

For the first time in the history of trade unionism in Malawi, the labour movement invited Members of
Parliament (MP) to a meeting where they lobbied for their support in amending some provisions of the Pension
Bill 2010 which was due to be tabled. A total of 15 MPs, from both the government and opposition attended the
meeting which was chaired by MCTU's Secretary General on June 27, 2010. Amongst other things, trade unions
called for the support of MP's to fight for the inclusio n of workers' representatives on the administrative boards
of the proposed pension fund. This meeting proved a success since 2 days later, when the bill was presented in
Parliament on June 29, 2010, most of the issues raised during the lobbying meeting wee brought up and this
compelled the Minister of Finance to withdraw the bill and refer it to the Finance and Budget Committee of
Parliament for further scrutiny and was expected to be re-tabled when parliament reconvened in November,
2010. This was a victay for the labour movement as they were provided an opportunity to drum up more
support from workers and the general public. This way, many people have been made aware of the contents of
the bill. The general public has since joined the debate through the media and the general expectation is that the
contents would be amended to the benefit of workers.

Meanwhile, the labour movement, under the leadership of MCTU has launched an awareness campaign about
the contents of the Pension Bill 2010, highlighting those clauses that aim at victimizing the worker. The support
from the general public has been overwhelming, with some describing the Pension Bill drafters as 'betrayers’,
others describing it as 'modern day slavery' while others are calling for the President of the Republic to
intervene”2 MCTU has so far written to the Budget and Finance Committee of Parliament to have an audience
with them before the bill returned to parliament in November 2010, so that they highlight to them clauses they
believe victimize the workers. In addition, the MCTU wrote to the President not to assent to the Employment
Amendment Bill which was passed in June 2010. Regrettably, the President assented to this bill. Apparently, the

"2 The Daily Times, Thursday, July 15, 2010 pag
amendment greatly reduces terminal benefits for the worker as it has amended the schedule for calculating
severance pay, according to observations by trale unions.

The absence of an enabling law to guide social security schemes is the biggest challenge for trade unions. As a
result, trade unions do not have any legal basis to warrant their inclusion in the administration of the few social
security systems that are curently available in the country.

In addition, often times, trade unions' views are rarely considered at the agenda setting fora. During the
consultative process which resulted in the formulation of the Pension Bill 2010 and the amendment of the



Employment Act, trade union representatives cried foul because much of their inputs, were ignored. A task force
concluded that the consultative process was just a formality in which the trade unions were expected to
rubberstamp what had already been agreed on by the other stakeholders (government and employers), and that
records should indicate that they were part and parcel of the process. The General Secretary of Civil Service
Trade Union, who was a member of the Pension task force, complained that:

....The negaations were not being done in good faith, and that their invitations were just to
ensure that our names are registered, to indicate that trade unions are involved. Government
and Employers would always bulldoze what they want to be done, no matter what...

Another case was also highlighted in which the government and trade unions in 2005 had been negotiating for
the best way of calculating terminal benefits. The government had asked for a recess so that they could consult
further, only to come back a few months later with a ‘circular', imposing what they had decided. With such
scenarios, it is quite evident that trade unions' views are hardly considered whenever crucial decisions that affect
the worker are made.

Summary and Conclusion

Social Security is ahuman right. Article 22 of the Universal Declaration of Human Rights clearly states that
‘everyone as a member of society has the right to Social Security'. However, in Malawi, very little has been done
so far to provide social protection to the vulnerable population. Malawi does not have a comprehensive national
social security scheme to provide benefits to those in need. The few interventions which have been carried out by
both the state and other stakeholders are projectbased and have mainly been targeed and hence subject to
errors of exclusion and inclusion of beneficiaries. Currently, there is no operational legislation to guide the
establishment of a national Social Security fund. The country has not yet ratified Social Security Convention 102.

Howe ver, it is important to note that a basic social protection package is affordable, even to countries with low
economies and that social protection is a powerful tool in preventing and alleviating poverty and inequality
(ILO, 2008). Experience from other cauntries, both in Southern Africa and beyond confirms that social protection,
far from being a drain on resources, is a driver of economic growth. The government of Malawi has recognised
this, and is in the process of developing a Social Support Policy that will provide a holistic framework for
implementing social support interventions. The formulation of the Pension Bill 2010 also signifies government's
initiative towards providing social security for Malawian workers.

Due to the absence of social securitylegislations in the country, the role of trade unions in social security issues
has been very limited, and only confined to negotiations relating to pension and severance allowance
calculations. However, their active patrticipation in the deferred Pension Bill 2010 has put them on the front line
such that they are currently raising awareness to the masses. Trade unions' participation in the formulation of
the Pension Bill 2010 has also helped many Malawians to acquaint themselves with social security therely
creating a more conducive atmosphere for the citizenry to demand the same from the government.

It is undisputable that social security generates growth in a country as transfers made to beneficiaries serve as
cash injections to local economies and theséhave a positive impact on development. By raising the income of the

poor, they increase domestic demand and in return encourage growth by expanding domestic markets.

Unfortunately, very few people in Malawi, mostly from the formal employment are covered, leaving out the

majority who are in the informal sector.

Recommendations:

For a low income country like Malawi, a basic social security system can make the difference between achieving
and not achieving the Millennium Development Goal (MDG) number 1, of h alving poverty by 2015. As such, the
government should consider speeding up in finalizing the Social Support policy, which calls for the extension of
coverage of social protection. In addition, the government should put concerted effort and increased polit ical
will in allocating adequate resources for social protection programs, as most of these being implemented are
donor funded and hence survive on the goodwill of the funders.

On the other hand, trade unions must lobby the government for the establishment of a national social security
scheme and come up with legislations for a comprehensive social protection system, in addition to the Pension
Bill 2010 which mainly focuses on those in formal employment.



Additionally, Trade Unions must intensify their awareness campaigns on social security to the masses and
advocate a universal social protection floor which will extend social security coverage to all; the on e which could
guarantee access to basic social services, shelter and empowerment of the poor and vulnerable. The current
projectisation of social security interventions is discriminatory and often times excludes some of those in need.

Moreover, Trade Unions must partner with other Civil Society Organisations in their call for the provision of
social security and social protection. Social security must therefore be viewed as a matter of national interest, not
just confined to the workplace.

It is high time trade unions in Malawi started organising workers and communities in order to create
institutions, such as workers or solidarity funds which could form alternative sources of financing.

Trade Unions must also consider making social protection an agenda in Collective Bargaining Structures as well
as improve the capacity of their negotiators.
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APPENDIX 1

LIST OF KEY STAKEHOLDERS CONSULTED

NAME ORGANISATION/POSITION CONTACT

Asefa Ministry of Finance -Dept of Accountant +2651 788 533
General

Chikadya N Old Mutual Malawi - Business Development|  + 265 888208 247
Officer, Employee Benefits

Chikadza K Institute for Policy Research and Social Kchikadza@yahoo.com
Empowerment, = Program  Manager -Social
Protection.

Kalichero P General Secretary, Civil Servants Trade Union- +2651 751103
Task Force member for Pension Reforms

Kaluluma R

Program Coordinator for Social Cash Transfer
SchemeMinistry of Gender and Social Welfare

Kapalamula G

NICO Life Insurance Ltd

+265 1 750 987

Masumbu Ministry of Finance- Dept of Accountant +2651 788 127
General, Pensions Section

Mawango J Commissioner for Workers Compensation, +2651753 115
Ministry of Labour

Mbanga | Inde  Trust Ltd-  Senior  Pension§ 2651820455
Administration Officer

Mijoya C Inde Trust +265 1 820 130

Mkandawire V

Business Development ManagerOld Mutual
Malawi

+265 1 888 877 877

Mkwezalamba R

Secretary General, MCTU

+265 888 871 871

Msukwa D

Department of Human Resource

+ 2651 770 786

Mwamlima

Ministry of Finance- Dept of Accountant
General, Pensions Section

+ 265 1 789 355

Mwasikakata M

Deputy Commissioner of Labour, Ministry of

Labour

+2651 770 786

Sakwiya

Ministry of Gender and Social Welfare

Zalira K

Chair lady, MCTU Women's Wing, Pensioner

+265 888 605 369

SOCIAL PROTECTION IN NAMIBIA

By

Introduction and Background

Namibia is classified as an upper middle income country with a gross national income per capita of U$4,200 in
20083. The country is divided into 13 administrative regions with an estimated population of 2,180,000 (Central

Risper Auma Kojwang & Hilma Shindondola -Mote
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Bureau of Statistics, CBS). Fortythree percent (43 %) of the population is under the age of 15 and less than 4
percent of the population is over the age of 6274

With regard to poverty, the Namibia Demographic and Health Survey of 2006/7 reports that 28% 75 of households
in Namibia are either poor or severely poor, spending as much as 60% of their incomes on food. Acute
malnourishment can be identified in about 7% of children and one in five children younger than five years are
regarded as acutely undernourished. This finding was reiterat ed by the 2008 Review of Poverty and Inequality
in Namibia. 76

Life expectancy in Namibia has over the last 10 years drastically declined from 61 in 1991 to an average of 52 in
1998 and 43 years in 2000. This is still high if compared to the average life gpectancy in Sub-Saharan Africa of 40
years for women and 37 years for men. The average birth rate and death rate in Namibia are 34.1 and 19.17 per
1,000 respectively. Similarly, Namibia's infant mortality rate of 49 female and 55 male children deaths per 1,000
remains considerably lower than most sub Saharan African nations with an average infant mortality rate of 99
per 1,000 births.

One of the most daunting development challenges facing Namibia is the high HIV/AIDS prevalence rate. In
2004, the country had an estimated HIV/AIDS prevalence rate of 20% and this has resulted in a large number of
children dying before the age of 5 years while many more are orphaned by the death of one or both parents.
Currently, an estimated 200,000 people are living with HIV and 15,000

3World Bank website: www.web.worldbank.org/wbsite/ _external/datastatistics

742001Population and Housing Census

SGRN. 2008.The Review of Poverty and Inequality in Namibia. Windhoek. GRN.

78Ndilikokule Thomas 'Infant mortality rate still high in Namibia' in Namibian Sun Newspaper of Thursday June 25
2009
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AIDS deaths are recorded annually. About 16.5 % of households in Namibia are headed by dildren 77.

Namibia's labour force is divided into the economically active and the economically inactive population
comprising the employed and the unemployed alike. Economically active refers to the labour force and inactive
refers to those outside the labour force; examples are students, homemakers, the aged, income recipients, retired
and the severely disabled people. The labour force survey of 2008 noted that 678,680 Namibians could be
classified as economically active, of which 331,444 were employed amnl 347,237 were unemployed. The 2008
labour force survey revealed that Namibia's unemployment rate had increased from about 40% by 2004 to 51.2%
by 2008. Unemployment in Namibia has a gender and educational dimension as more women and those with
lower educational attainments dominate the unemployment population.

The agricultural sector is still Namibia's largest employer, accounting for almost 53 000 jobs, followed by
wholesale and retail and repair of motor vehicles sector with a little over 50,000 and private household
employees accounting for almost 36,000. Education is listed as providing more employment than the public
administration, defence and social security sectors but it remains unclear why education is categorised outside
public administration (N amibia labour force survey, 2008).

Namibia's economy can be described as relatively small, open and fairly free market and intricately linked to
South Africa. The Namibian economy is heavily dependent on the economy of its former colonizer, South Africa.
The country relies heavily on revenues derived from the extraction and exportation of its natural resources.
Natural resources including mineral deposits of diamonds, uranium, copper, zinc and gold account for

approximately 25 percent of the Gross Domestic Product (GDP). Namibia is hailed as the fourth largest exporter
of non-fuel minerals and the world's forth largest producer of uranium.

The mining, fishing and manufacturing sectors do not significantly contribute to employment although they do
contribute to GDP. Mining and quarrying only employs about 7,500 people in stark contrast to its huge
contribution to the GDP. Initially, mines were fairly labour -intensive enterprises but this has greatly changed

due to technological advancements.

The manufacturing sector, which could be a significant base for employment creation, is severely under -
developed in terms of employment generation and employs less than 21,000 people. Namibia, like other former

colonies, exports most of its raw materials in unprocessed form and thus denies itself the opportunity to

\Wezi Tjaronda in New Era Newspaper Vol. 14 No. 207 of Tuesday, 16 June 200
contribute to the much - needed employment.

The history and evolution of social protection in Namibia

Namibia attained its political independence in 1990 after 116 years of German and South African colonial rule.
The colonial legacies are still visible today and can be witnessed through inequalities based on race, class and
gender. The first social protection scheme introduced was the old age pension. This scheme was introduced to
Namibia by th e South African colonial administration in 1949. However, up until 1973, black Namibians did not
benefit from this scheme. Throughout the apartheid period, Namibia's social security system continued to serve
only the interest of white Namibians.

In 1965the Social Pensions Ordinance extended eligibility of the old age pension to Namibians of mixed race (or
the so-called coloureds™). This change was effected after an extensive debate in parliament as to whether
indigenous Namibians should also receive the social pensiorf. Later on, an agreement was reached that all
Namibian pensioners should receive the old age grant irrespective of race, gender or ethnic background. The
difference was however with regard to how much they were going to receive. The white Namibians continu ed to
receive more than other ethnic groups and there were further divisions within the African ethnic groups as
reflected in Table 1.



Ten distinct non-white groups were identified, each receiving a different amount of payment based, ap parently,

on differences in costs (i.e. standards) of living®.. White Namibians received R3822 while the lowest paid

Namibians were Kavango speaking Namibians who were receiving R55).

Table 1: A pension payment schedule in Namibia in 1990

_ "8 1bid
79 HEHHIE 8fPbiRed race ancestry withRighiEmandhSuiSahapsn wivictn Descertoverage based on
Basters: Descendant®f liaisons pveen the Cape Colony Dutch and Indigenoughfiieaj dMpmen.
White R382 100%
* IRilored R192 50%
T DRYAEIEth BAEEEL) Social Pensiops g Namibia and South Afridagtitute; g, Development Studies, Brighton,
_:ng@f%qﬁde endence thetegat LenLRlQ((,)unenL i Namibia was the-Syuth "2|'6'0/0 T
fﬁ%ygr@:rm?s is-pegged cncg ; uncﬁz the Nﬁrr%.l:)bian Betlar 20%° ,
Herero 65 17%
Nama R55 17%
Owambo R55 14%
Kavango R55 14%
Caprivi R55 14%

Source: D eveeux, 2001

The end of apartheid signaled the beginning of the transformation of social security system in Namibia. The next
section will therefore provide information regarding social pensions after independence.

The social pension system after independece

After coming into power in  1990,the SWAPO government committed itself to specific goals in the area of social
policy which included the fight against poverty, achieving an acceptable standard of living for all Namibians
and increasing social assigance programmes. In fact, the government even went as far as entrenching the right to
social assistance in the Constitution. To that effect, several laws were introduced to confirm government's
commitment to social security. For instance, the National Pensions Act of 1992confirmed independent Namibia's
determination to continue with the pension policy introduced by the colonial administration, but also to
introduce some reforms to ensure that all aged Namibians benefit in equal terms from the benefitss3.

In this regard the government first tackled issues around eligibility with regard to age.The National Pensions
Act entitled every 'aged person'- defined as 'any person who has attained the age of60years-who was ordinarily
resident in Namibia and either a Namibian citizen or permanent resident to receive a 'basic state pensions.
Under apartheid, women qualified for pension at age 60whilst men were eligible at age 65.

Secondly, at the beginning of 1994, all racial disparities in payments were eliminat ed through the

implementation of the standard rate of N$120o0n all social pensioners. This was against the vehement protests of
Whites whose social pension income was reduced to onethird of its previous nominal value. In May 1994, the

standard rate was then raised to N$135.In 1996it was raised to N$160°.

In March 1999, the government once again increased the old age pension benefits fromN$160 to N$450 per
month 8. By August 2010,the old age pension had risen from N$450 to N$500 per month (Smith, 201Q 6). To
date, the old age pension could be termed as the largest formal safety net in Namibia and also has the oldest and
best organised payout structures. This is because overtime, payout methods were improved in favour of the
pensioners. Many pensioners have now entered the formal banking system into which their benefits are



deposited. They no longer have to stand in long queues to collect their money physically or wait until the
following month if they have a bank account.

Legal and Institutional fram ework for social protection in Namibia

Namibia is one the few countries in Africa which makes provisions in its constitution for public funded social
welfare programmes. The country has also enacted several legislations to regulate the administration of the
different social welfare programs. The social welfare programs are administered through different public and
state-owned enterprises. The section below outlines the different legal and institutional framework for social
protection in Namibia.

The Consiitution of the Republic of Namibia

Article 95 of the Constitution urges the State to actively promote and maintain the welfare of the people by
adopting appropriate measures, such as various policies aimed at ensuring that '‘every Namibian has a right
to fair and reasonable access to public facilities and services in accordance with the law'

The constitution further urges the State to institute measures for ensuring '...that

senior citizens are entitled to and do receivegalar pension adequate for the maintenance of decent
standard of living and the enjoyment of social and cultural opportuniti&saiso calls for the
"enactment of legislation to ensure that the unemployed, the incapacitated, the indigent and the
disadantaged are accorded such social benefits and amenities as are determined by Parliament to be
just and affordable with due regard to the resources of the .State'

The National Pensions Act, (Act 10 of 1992)

The National Pensions Act provides for national pensions to be paid to the aged, the blind and disabled persons;
and to provide for matters incidental thereto. The Ministry of Labour and Social Welfare administers the Basic

State Grant which is a universal pension, provided by the state to citizens or permanent residents who are 60
years of age and above. The Ministry of health and Social Welfare on the other hand administers the disability
grant. The latter is grant paid to Namibian citizens who are declar ed disabled by a medical doctor, including

those who are declared medically unfit due to the AIDS pandemic.

The Social Security Act (Act no 34) of 1994

This provides for the establishment of the Social Security Commission (SSC). The Act empowered the SSGo
establish the Maternity, Sick and Death (MSD) benefit Fund to provide for payment of maternity, sick leave and
death benefits to employees. The Act also makes provisions for the establishment of the National Medical Benefit
Fund to administer medical be nefits to employees. The Act further makes provision for the establishment of the
National Pension Fund to provide pension benefits to retired employees. Finally, the Act provides for the
establishment of a development fund for training schemes for the dis advantaged, unemployed persons and to
provide for incidental matters.

Child Status Act (Act no.6 of 2006).

This act replaced the children's Act of 1960.The latter was a South African law which was applied in Namibia
before independence. The child status act provides for children born outside marriage to be treated equally
regardless of whether they are born inside marriage or outside marriage; to provide for matters relating to
custody, access, guardianship and inheritance in relation to children born out side marriage; to provide for
matters which are in the best interest of all children; and to provide for matters connected thereto. The Ministry
of Gender and Child Welfare is responsible for addressing the plight of orphans and vulnerable children. An
orphan or vulnerable child (OVC) is a child under the age of 18 whose mother, father, either parents, or a
primary caregiver has died, and who is in need of care or protection (Namibian Governmen2002).Benefits
extended to OVCs are administered under the category of child and family allowances.

Veterans Act, (Act no 2) of 2008

This provides for the establishment of a Veterans Fund for the provision of assistance to veterans and defendants
of veterans; to provide for the registration of veterans and dependants of living or deceased veterans; to provide
for the establishment of projects for the benefit of assistance to veterans and dependants of veterans; to provide
for the integration of pension benefits for veterans; to provide for the constitution and funct ions of the Veterans
Board and Veterans Appeal Board; and to provide for matters incidental to or connected with the foregoing. The



Ministry of War Veterans Affairs is the custodian Ministry responsible for the War Veterans Subvention
Grant provided on a m onthly basis to those Namibians who are recognised as having contributed towards the
struggle for independence.

Maintenance Act, (act no 9) of 2003

The Act provides for the payment of maintenance to provide for the holding of maintenance enquiries and th e
enforcement of maintenance orders. The basic principle of child maintenance has always been that both parents
should contribute to the maintenance of their children in accordance with their means. The child maintenance
grant is enforced through the Minis try of Justice.

Motor Vehicle Accident Fund Act, (act no 4) 2001

This provides for the establishment, management and administration of the Fund, payment of compensation to
victims of motor vehicle accidents and incidental matters. The Motor Vehicle Accide nt Fund of
Namibia is the institution mandated to design, promote and implement crash and injury prevention measures.
It provides assistance and benefits to all people injured and the dependants of those killed in motor vehicle
crashes in accordance with he MVA Fund Act No. 10 of 2007.The Fund operates on a 'nefault’ based system
where all people injured in motor vehicle crashes, regardless of who caused the crash, receive fair and
reasonable benefits (subject to some limitations and exclusions). Paymentsare done in accordance with
administrative law principles.

The Government Institutions Pensions Fund (GIPF)

The Government Institution Pension Fund (GIPF) was established on October 11989as a statutory body created
by the Namibian Government to provide retirement and other benefits to civil servants in the service of the

Namibian Government as well as employees of some institutions established by Acts of Parliament. It is a
defined benefit pension fund and its operations are guided by the provisions of the Pension Fund Act and the
Income Tax Act.

A defined benefit pension fund provides guaranteed benefits to its members. This means that should the Fund

be unable to fulfil its promise to it s members, the employer (Government) undertakes to provide the benefits as
promised. The benefits are defined in terms of the rules of the fund. The calculations of most benefits are based
on final average salary and the number of years that the member was employed by the Government / statutory

institution and contributed to the Fund.

The GIPF is controlled by a nine - member Board of Trustees whose members have been drawn from the
employer, (which is the Government), Public Service Commission including pe nsioners and organized labour.

The Board of Trustees is made up of committees that deal with investments, rules and benefits. To fulfil their
responsibilities, the committees investigate and monitor fund matters in details to ensure that the Fund achieves
unqualified audit reports and promote professional and efficient service to the members. GIPF employs staff
members who administer the fund. The operations are headed by a CEO who is the Principal Officer of the
Fund. Besides its head office in Windhoek, GIPF has regional Offices in Keetmanshoop, Oshakati, Ondangwa,
Katima Mulilo, Rundu and Swakopmund. Membership to GIPF is compulsory and is a condition of employment
for all public servants.

Coverage of social security schemes

Namibia has a range of social protection programs in place. However, reliable figures on the nature and extent of
coverage have always been missing. Information on coverage of social security programs in Namibia has not
always been available or reliable. It is only since 2003, that statistics on how many people are receiving social
grants have become readily available. In this section, we will provide some information on the number of
recipients or beneficiaries based on available data.

Number of Social Grant Beneficiaries



It is noted that about 12% (+250 000) Namibians are beneficiaries of various social grants. The number of

beneficiaries receiving the old age grant is estimated at 150,893, the war veterans is estimated at 1767, while the

child maintenance and the child f oster care grant is estimated at 99,493. Social security schemes in Namibia have

been able to reach a large majority of recipients. The funeral benefit covers on average about 500 persons a

month (Third National Development Plan, 2008). Nationally, over 11 % of children receive the child maintenance

grant (Ministry of Finance, Namibia).
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Caprivi 4716 299 5015 38958 12.9
Erongo 2230 799 3029 66974 4.5
Hardap 2358 1050 3408 37050 9.2
Karas 1787 676 2463 39978 6.2
Kavango 6301 1356 7657 111240 6.9
Khomas 5917 1348 7265 156819 4.6

In December 2008, 99,490recipients were registered as beneficiaries of this scheme. Table5 shows the

number of child grants received per region in Namibia. It also shows the percentage of recipients under the

age of 18 receiving Child Maintenance Grants and Foster Care Grants as well as the Total Grant Recipients

as percentages of the total popuation of recipients under the age of 18.

Table 3. Recipients of social pension by region (December, 2008)
Region old Age Population >59 Coverage
Pension ('000)
Caprivi 5060 4,508 112.2
Erongo 6525 9198 70.9
Hardap 6063 6522 93
Karas 4396 4623 95.1
Kavango 10777 10926 98.6
Khomas 9722 12287 79.1
Kunene 5725 5917 96.8
Ohangwena 18950 21763 87.1
Omaheke 4573 6254 73.1
Omusati 23791 20311 117.1
Oshana 13943 11464 121.6
Oshikoto 13712 14694 93.3
Otjozondjupa 7218 9750 74
Namibia 130,455 114,568 113.9

Source: (Levineet al,

2009:20).

Social Security Commission Coverage
In total, 154,665workers are registered with the Social Security Commission, of which 68,461are women

and 86,204are men. There are more men employed in the formal sector and hence higher number of men

registered with the social security commission. Conversely, women are often relegated to the most

vulnerable sectors of the economy such as the informal economy.

With regard to regional variations, the urban areas boast of the highest number of registration, whilst rural

areas lag behind. Membership in urban areas stands at 72.1 % whilst in rural areas it stands at 27.9 %. For

instance, 37% of all registered members wee in the Khomas region, followed by Erongo (12.2%) and

Otjozondjupa (8.3%). The region with the least number of registered employees is Caprivi (2.3 %) & as

shown in Table 2. This variation is also explained by the fact that many formal sector jobs are cancentrated

in urban areas.




Table 4: Employed persons registered with SSC by gender and region

Region/Area Female Male Total
Caprivi 1,665 (2.4%) 1,948 (2.3%) 3,612 (2.3%)
Erongo 7,918 10,880 18,798
(11.6%) (12.6%) (12.2%)
Hardap 2,537 (3.7%) 3,100 (3.6%) 5,637 (3.6%)
Karas 4,968 (7.3%) 6,289 (7.3%) 11,258
(7.3%)
Kavango 1,821 (2.7%) 3,307 (3.8%) 5,128 (3.3%)
Khomas 25,725 31,513 57,237
(37.6%) (36.6%) (37.0%)
Kunene 2,455 (3.6%) 3,368 (3.9%) 5,823 (3.8%)
Ohangwena 4,167 (6.1%) 2,635 (3.1%) 6,802 (4.4%)
Omaheke 2,945 (4.3%) 3,523 (4.1%) 6,468 (4.2%)
Omusati 2,235 (3.3%) 2,011 (2.3%) 4,246 (2.7%)
Oshana 6,203 (9.1%) 4,533 (5.3%) 10,736
(6.9%)
Oshikoto 2,752 (4.0%) 3,320 (3.9%) 6,072 (3.9%)
Otjozondjupa 3,070 (4.5%) 9,779 12,848
(11.3%) (8.3%)
Rural 19,079 24,035 43,113
(27.9%) (27.9%) (27.9%)
Urban 49,382 62,169 111,552
(72.1%) (72.1%) (72.1%)
Namibia 68,461 86,204 154,665
(100%) (100%) (100%)

Source: Ministry of Labour and Social Welfare, 2008

It is also clear that in sectors where jobs are more secure, social security membership is also higher. For

instance, the top three workplaces with the highest number of registered employees are: government

(33.5%); stateowned enterprises (12.4%)

’Source Ministry of Labour and Social Welfare (2008) Namibia Labour Force Survey: Report ot Analysis, Windhoek, Namibia.

private sector (44.7%¥8 cooperatives (3.7%), private households (4%) and non profit making organisations
(1.5%) in that order.

Table 5: Employed persons registered with SCC by type of workplace, area and sex

Type of Female Male Urban Rural Total
Work
Government 28,919 22,348 30,857 20,409 51,266
(33.5%)
State-owned 5,698 13,322 16,012 3,007 19,019
enterprises (12.4%)
Private 24,113 44,353 52,741 15,725 68,466
Enterprises (44.7%)
A private 5,090 977 4,655 1,412 6,067
Household (4.0%)
Cooperatives 2,561 3,138 4,556 1,143 5,699 (3.7%)
Non -Profit 1,197 1,132 1,662 667 2,330
making (1.5%)
organisations
Not recorded 74 33 107 0 107 (0.1%)
Don't know 26 129 26 129 155 (0.1%)

Source: Ministry of Labour and Social We

fare, 2008

88 The private sector employs more people in Namibia ill comparison to the public sector; however, job security is more prevalen t in die public sector.






