ASSIGNMENT 2
Introduction
As was discussed in Assignment 1, the SVG NIS operates in small, open, vulnerable, and resource-challenged economy. Notwithstanding, the NIS is committed to fulfill its Mission of Mission of “contributing to the social and economic development of SVG”. At times, this can be extremely difficult since the social protection system must strive to strike a delicate balance between financial sustainability and social solidarity to achieve income equality and poverty alleviation. In the last Actuarial review, the Actuary adjudged the SVG NIS’ social security system as unsustainable in the medium and long terms if there were no further changes in the benefit provisions and contribution rates. (Osbourne. 2021). The Actuary’s opinion was premised on the dramatic increases in benefits because of population ageing, a maturing pension system and a generously designed pension program. (Osbourne, 2021). In order to counteract the negative effects of the maturing plan and the ageing Vincentian population in the short-term, and to remain sustainable and viable, this assignment will present a roadmap to the Management and Board suggesting efforts that should be taken to remain sustainable. Given the nature of the operations, the approach for building a Sustainable, Agile, Focused, Efficacious and Rights-based (SAFER) NIS, will have to be many sided focusing on operations (financial sustainability), marketing (customer service), HR (Capacity building), and strategy (digital transformation and corporate governance).  The suggested measures, therefore, include revenue mobilization through improving contribution compliance, enhancing coverage, strengthening investment income, improving customer service, human resources strengthening, digital transformation, and corporate governance. Each of these will be discussed in detail.


Financial Sustainability

The subject of financial security remains the most important strategic priority for the NIS. To this end, the Board and Management must prioritize resources to ensure improved financial sustainability of the social security fund. This strategic priority should be broken down into tactical buckets of parametric reform, contribution collection and compliance, coverage, investment management function and cost rationalization.

Parametric Reform

 The key message of the 11th review indicated that the National insurance Fund is maturing and faces severe financial and actuarial sustainability challenges in the medium and long terms if no changes are made to the benefit provisions and contribution rates in the near term. The Actuary opined that the NIS provides adequate income protection to contributors and beneficiaries. However, its financial sustainability is threatened by the demographic situation of a high scheme dependency ratio, where the number of pensioners is growing faster than the contributing workers. Accordingly, parametric reform is urgently needed to improve the financial and actuarial conditions of the Fund (Osbourne, 2011)

The population ageing phenomenon, increasing longevity, declining fertility, and increasing emigration at working ages, is the principal factor in rapidly escalating the long-term cost of the social security fund (Chomik, Piggott & Yan, 2020). In addition, the maturing nature of the Fund- as evidenced by the rapid increases in the pension payments as the number of pensioners and average new pensions rise on an annual basis, creates further solvency challenges to the Fund. These challenges are compounded with the generous design of the Fund (low contribution rate, high replacement rate and front-end loaded benefit formula) and the low economic growth to exacerbate the financial imbalance of the Fund (Osbourne, 2021)
Given this statement by the Actuary, the student is submitting the implementation of parametric reform measures to place the Fund on   more sustainable financial and actuarial footings (Gale, 2019). The reform measures suggested include but are not limited to the following:

 Adjustment to the contribution rate to a more feasible percentage (it is currently 10%). The student is recommending that this should be discussed with all key stakeholders in scheduled marketing and customer service forums. The rationale for this is based on the model undertaken by the Barbados National Insurance (Belgrave, 2022).

The student is also suggesting benefit reforms. Material savings from benefit reforms can only be realized from changes to Age pension provisions. The following represent benefit reform measures for reducing long-term costs, all of which should be considered: 

· Reduce the current maximum Age/Invalidity pension percentage rate from 60% to 55% before 55% is attainable under the current schedule of accrual rates. 

· Do not award Early Age pensions to insureds who have not substantially retired. 

· Gradually increase the age at which reduced Age pensions are awarded from 60 to 62. (Belgrave, 2022)

· Increase the reduction factors that apply to Early Age pensions from ½% per month to as much as ¾% per month to discourage early pensions.

·  Increase in pensionable age from 60 to 65. In Barbados, the pensionable age currently stands at age 67.  The reason for specifying Barbados is the fact that SVG NIS legislation was patterned after the NIS Barbados legislation. (Belgrave, 2022).

The Management and Board are duty bound to ensure that the significantly financial and social institution, the NIS, remains solvent and viable to provide adequate and affordable financial protection for the people of St. Vincent and the Grenadines.

Contribution collection and Compliance

The collection of contributions is one of the most important elements of the operations of NIS. Without a high degree of contribution compliance in the payment of contributions, the NIS cannot fully perform its function. (Glasgow, 2005). As such, Management needs to put significant efforts and resources to improve operation around contribution collection and compliance. 

In this regard, management should take steps to enforce the NIS Legislation that mandates legal action to employers who fail to remit contributions (CAP 296 Laws of St. Vincent and the Grenadines). The Compliance Division should also work with the Legal Division to ensure that all employers comply with the NIS Act. The Act also stipulates garnishes, liens, and execution of judgements by the High Court and Magistrates Courts (CAP 296 Laws of St. Vincent and the Grenadines)

Coverage marketing (customer service)
Some key fundamental gaps of the global social security systems include the low level of coverage among the informal and self-employed sectors. From time to time, Practitioners and researchers question the relevance of social security to these sectors.  (de Laiglesia, 2011).  Also, pundits opined that “social security systems failed these categories of workers”. (Ginneken, 2002). Lambert at al (2020) opined that with the labor markets’ trends of high informality and the growing gig economy, this matter of extension of coverage to the informal and self-employed sectors should become policy priorities for most Governments and administrators of global social security systems.

The student is therefore recommending that the NIS should redouble its efforts to provide social security coverage to rural, informal, and self-employed workers. From the NIS’ perspective, the extension of coverage will help the Fund in two fundamental ways, namely:

1. To enhance relevance of the system through providing coverage for all. 
2. To mitigate the financial implication of the growing scheme dependency ratio (the number of pensioners to number of contributors). Extension of coverage would aid in the reduction of the cost of social security and thereby improve its financial sustainability.

Relating to financial sustainability, the degree of coverage directly impacts social security finances through contribution collections. Higher coverage would lead to improved financial viability as the level of coverage influences the contribution base and the contribution participation rate of a social security system. Once coverage improves, contribution income would increase by the upturn in the contribution base and contribution participation rate. Likewise, enhanced coverage   will reduce the system’s dependency ratio and the long-term cost of social security. (Haynes, 2020)

In an attempt to send this message out, the NIS through its Marketing and Customer services Divisions should utilization of social media platforms (twitter, Facebook, Website, WhatsApp, inter alia) to reach the targeted workers. 

The NIS should also coordinate with other key stakeholders such as Government, Government Agencies, Financial Institutions and Self-employed and informal workers interest groups to promote social security coverage among their customers and memberships. The NIS should establish Memoranda of Understanding with key stakeholders for information sharing, contribution collection agents, execution of NIS’ garnishee orders and setting requirements for submission of Good Standing Letters from the NIS as part of doing business with the respective stakeholders. (Haynes, 2020)




Investment Management

In the context of improving the financial sustainability for a partially funded defined benefit program like the NIS, a critical non-parametric reform measure will be to bolster investment income through prudent management of the reserve fund. In this regard, the NIS should place laser focus on its investment governance and investment management in the review period in order to reduce the net long-term social security costs of the Fund, the net cost is measured by total expenses (benefits and administrative expenses) minus investment income.

From an investment governance standpoint, the NIS should revise its current investment policy statement to better align its investment objectives, risk appetite and other investment parameters with its current and projected funding needs. In addition, the NIS should develop a strategic asset allocation plan that considers its current and future funding needs and its historic performance of the investment portfolio. (ISSA Guidelines: Investment of social security funds).

The NIS should also adopt a more defensive investment strategy around capital preservation (safety), income generation (yield) and cashflow matching in short and medium terms (liquidity). These investment actions and decisions will ensure that the core portfolio supplements the contribution income to cover the expenses within the short and medium terms. Also, the portfolio will be positioned to optimize returns within suitable risk limits and to minimize the asset/liability mismatch risks of the portfolio.


Customer Service
Customer service excellence is not only a strategic priority for the NIS, but also one of the corner stones of our ethos. The NIS’ vision (meeting customer needs), Mission (people-centeredness) and Value system (empathy, respect) envelopes customer centricity. 

The NIS must therefore solicit the views of its customers on its products and services through customer service surveys and Customers’ Appreciation Day. In addition, the NIS should award its internal customers (employees) by recognizing staff who demonstrate exceptional customer service, provide support to team members who fall below our service excellence standard, holding staff accountable to quality customer service delivery, conducting reinforcement sessions on customer service and championing customers’ perspective in the reengineering of our business processes.


Also, there is room for improvements in formulating procedures for customers’ feedback and appeals.  (Tiwari, 2021). The NIS should strive to bridge these gaps in its operations through digitization with the view of improving customer service delivery. The thrust towards digital transformation through changing its operational backbone should be flagged as one of the pragmatic approaches to improve customers’ experience in doing business at the NIS. 




Human Resources Strengthening

In the area of capacity building, the NIS should always ensure that its staff keep abreast with modern trends in in Investment Management, Risk Management and Corporate Governance. The training programs should be relevant, timely, practical, and useful in the context of applied knowledge to their day-to-day work.

The NIS should view its Human Resource as its linchpin in delivering its social security mandate to the Government and people of St. Vincent and the Grenadines. Therefore, under its current education policy and procedures, the NIS should provide financial and moral support to all staff members who are not certified at the University level to pursue undergraduate and post graduate studies in various relevant disciplines including Psychology, Human Resource Management, Marketing, Accounting, Business Administration and Computer Science


Digital Transformation 

The gloomy and uncertain macro-economic outlook, the rapid emergence of the digital economy, the consequential labor market primarily developments (composed of ‘gig workers’ and rise in informality (Lambert et al, 2020),  the demographic shifts towards population ageing, and the increasing public expectations present the NIS with many-sided challenges that must be addressed to ensure sustainability.  To this end, the need for a digital arm of the organization extending into the future social security operations should emerge as a necessity.  Organizational ambidexterity is no longer a fad; in reality, it is an immediate necessity for the institution's survival into the next decade and beyond.

 Currently, extant challenges are compounded by manual processes, with limited-service delivery channels leading to unsustainability in its current form.  Therefore, our strategy should be to build a sustainable social security system.  This will entail strengthening the financial sustainability of the NIS through excellence in administration by implementing a modern, adaptable information management system to improve our operations, enhance customer service, provide digital offerings, and enable cost efficiency by eliminating manual and duplicate processes.  NIS has a well-cultured and vibrant human resource capital; which as was suggested above should keep up to date with modern trends to ensure that there is a high-performing and supportive cadre of staff.  By investing in training programs toward digital and data-driven processes, automation, and cloud administration, the NIS will transform and modernize internal processes and policies to make service delivery more effective.









Assessment plan
                                             
	Proposal
	Description 
	Shortfall eliminated

	Coverage of formal employees
	Improve to full coverage of all employees in the formal sector
	About 80% coverage, shortfall realistically eliminated by December 2023 

	Coverage of informal workers
	Low coverage of the informal sector and reflective of compliance initiatives and low education on social security.
	35% coverage-to be eliminated over a 3-year period

	Contribution collection and compliance 
	Needed to sustain pension payments and meet operational expenses, and fund investments 
	Shortfall to be eliminated with increased coverage over a 3-year period, but with a sustained effort

	Human resource Strengthening  
	 Institute training in Investment Management, Risk Management and Corporate Governance
	Do skills gap analysis and initiate training with professional bodies. This should be on an ongoing basis

	Investment management for financial sustainability
	Diversify investment portfolio
	Work with ISSA and ECCB to determine methods that will consider safety, liquidity, and yield by December 2023



 Action Plan 

	Actions
	Time-line
	Resources

	Parametric Reform (all-encompassing including increasing contribution, changing pension payments parametres)
	By December 2023
	Human Resources (Board Directives, Customer services, Marketing, Compliance), social media, consultations with key stakeholders

	Digital Transformation 
	 Begin January 2023
	Software, Hardware, Training, Technical competence, Money 

	Training, Customer service, and marketing
	All year (2023)
	Human, financial, technical
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