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Executive summary

This following technical note discusses options #&@wlies relevant for the extension of
social security coverage to the self-employed inidlad and Tobago. It provides guidance
to the Government for adopting appropriate policgcisions for the design and
implementation of a social security scheme for -saiployed in order to guarantee
effective social security coverage to this categdnyworkers.

The note makes an overview of problems and diffieslin reaching full-coverage of self-
employed and analyzes the potential strategiethéoGovernment of Trinidad and Tobago
to achieve its objective.

A detailed analysis of many aspects of the probladentifies areas for further
investigation and leads to specific recommendatibleggor recommendations include:

» the need to strengthen the policy design within ¢herent system for salaried
workers and ensure its proper implementation,

* the necessity to enhance close coordination betvteencontributory social
insurance system and the Old-Age Pension program,

» linking social security affiliation with registram and licensing of economic
activity and other similar measures,

» the need to adopt a strategy of a gradual exterdionverage by the contributory
social insurance starting with certain categorfesetf-employed,

» the coverage for long-term benefits (old-age, il and survivors’), maternity
benefits and funeral grants,

» the need for various forms of subsidisation bydtate for the coverage of the low-
income self-employed,

The extension of social security coverage to esglployed is a challenge for any social
security organisation. A thorough strategy has ¢odeveloped and adopted. ILO will
provide actuarial, legal and administrative suppadnen the Government has defined its
position.
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Introduction

Within the framework of the Seventh Actuarial Revief the National Insurance System
(NIS), the International Labour Office (ILO) has dpe appointed to provide
recommendations for the development of strategiegextend the coverage of social
security to the self-employed. During the missidthe ILO staff in Trinidad and Tobago

in June 2006, it was decided to draft an orientafiaper in the form of a technical note,
which addresses the major issues as a first paheofequested study on the extension of
social security to the self-employed,

Section 1 of this technical note discusses genssaks concerning the coverage of self-
employed while Section 2 discusses various polyoos. Section 3 presents challenges
but also guidelines for the design of a contribyteocial insurance scheme for self-
employed in the context of Trinidad and Tobago.ti®ac4 outlines the next steps to be
taken in view of developing the policy design amgbiementation strategy.

This note is based on the Terms of Reference aedgipon between the ILO and the
National Insurance Board (NIBTT). It reflects as llwthe main outcomes of the
discussions on the issue of extension held witkesw@lders, officials of the NIBTT,
several ministries and other public institutiontieTmain background references include
the current social security legislation, the sur¥eyal Report on National Insurance
Coveragé and former technical actuarial reports preparedhigylLO for the NIBTT as
well as other studies on the extension of socialiisy coverage to self-employed persons
in different CARICOM countries. Furthermore, thetentakes into account the minimum
standards laid down in the Social Security (Minim8tandards) Convention 1952, (No.
102) and social security principles, such as thadssolidarity and of pooling of risks, of
tripartite supervision, of equity, of equality andn-discrimination, and of the general
responsibility of the State for the provision ohbéts.

Subject to agreement, the ILO will produce a finahceview on the extension of social
security to the self-employed and a separate asses®f the administrative requirements
necessary for the effective implementation of tktemsion. The whole set of technical
notes should thus provide the NIBTT with a sounsi$#or the development of a strategy
for the effective extension of social security étf-®£mployed persons.

! Funds-in-Trust Project: Seventh Actuarial Reviewhsf National Insurance Systeand aFeasibility study on
the extension of social security to the self-engdayoncluded between the International Labour Orgsitn,
which is represented by the International Laboufic@f(ILO), and the Government of Trinidad and Tgba
represented by the National Insurance Board ofidashand Tobago (NIBTT) in 2006.

2 Mr. Gilles Binet, Ms Ursula Kulke and Mr. Charl€sevier, all from the Social Security Departmenttw ILO
Geneva.

% This document was prepared for NIBTT by MarkettEa Opinions (2000) Ltd., August 2005, in orderga@in
information from self-employed persons in Trinidadd Tobago regarding their possible future so@alisty
coverage.
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1.

Current situation

Self-employed workers are expressly included in dieéinition of “employees” under
Section 2 of the Social Insurance Act No. 35 of L9They are, however, explicitly
excluded from provisions regulating contributiom&l denefits under this act. As a result,
the 116,000 self-employed workers (18 per centhef labour force in 2004) and their
families are left without any social insurance acage. Those few who can afford it are
covered by private insurance, while the majoritytloé self-employed have to rely on
means-tested State support in case of disabildyaalvanced age, but have no coverage for
other contingencies. As the number of self-emplogegrowing each year, the extension
of scope and levels of coverage by social sectoithe self-employed is thus a necessity
in order to prevent high levels of poverty.

For several years, the National Insurance Boaifiofdad and Tobago (NIBTT) has been
trying to extend the social security coverage ® shlf-employed.Practical experiences
worldwide, but notably in most of the neighbourioguntries, show the difficulties
inherent in the extension of social security cogerto self-employed workers. In most of
the CARICOM countries, social security is either nai@tory or voluntary for self-
employed workers however, the effective rate of coverage undesaiemes is very low.
The key explanations as set out in the paper “TéleESnployed: A critical gap in the
English speaking Caribbean social security systaras’be summarized as follows:

e The usual seasonal or cyclical fluctuations inlthesls of economic activity of some
groups of the self-employed and the irregularityhafir incomes affect their capacity to
pay contributions regularly.

« The erroneous assumption that “one size fits #l&hould not be assumed that the
needs for social security coverage of the self-eygad are identical of those of
employed persons. Also, the self-employed themsefeem a very heterogeneous
group with respect to types of economic activityiopty needs for social security
coverage and levels and regularity of income.

» Enforcement is much more difficult than in caserefular employees working in
establishments employing a certain number of warkédechanisms to enforce
compliance are often flawed or missing.

* Low participation in the schemes for self-employeises cash flow management
problems.

» Limited scope and levels of coverage often disarating self-employed workers as
compared to regular employees leads to disappoiritmed to the belief that they
would not get benefits worth the money they contieb This affects compliance
negatively.

In addition, in some countries, governance failuresocial security schemes undermine
confidence in public social security and discourpgeicipation.

* See:ILO, Report to the Government on Social Issuest Pa&n Overview.Geneva, Switzerland,
1992 (ILO/TF/Trinidad and Tobago/R.13); ILOrinidad and Tobago: Fifth Actuarial Valuation of
the National Insurance Scheme as of 1 July 1998ject Findings and RecommendatioB&neva,
Switzerland, 1997 (ILO/TF/Trinidad and Tobago/R.15)

5> See Annex |.

® Frank W. Alleyne, Tie self-employed: A critical gap in the English-akiag Caribbean social
security system$aper prepared for the Meeting of Directors of &o8ecurity Organizations in
the English-speaking Caribbean, International Sd&@urity Organization; British Virgin Islands,
July 2005.
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2.

2.1

Preliminary considerations for the
extension of coverage to the self-
employed

It is not possible to look at the extension of cage to self-employed in Trinidad and
Tobago without looking at experiences in other ¢nas and taking into account the
different policies applied in these countries amel actual performance of these policies.
At the same time, social protection structures teagsin Trinidad and Tobago, their
performance, including both achievements and feduhave to be taken into account as
well. A brief overview of options is presented helo

Contributory or non-contributory social security
protection?

Careful analysis of the performance of the existiagtributory National Insurance System
and the means-tested Old-Age Pension Programmehwdicomplementary to the NIS, is
essential in order to assess their ability to mleveffective income security to self-
employed. In analysing possible policy options the protection against different
contingencies, it is necessary to acknowledge atotltset that the earnings of the self-
employed are often low and nearly always irreguldre need to ensure minimum basic
income security, independently from levels of ineomneceived while still working and
thus independently from the amounts of contribigipaid is thus even more obvious. The
two main policy options are therefore shortly sumee below.

1% policy option: Introduction of basic non-contributory and
universal pensions and enhancing voluntary participation of self-
employed in a strengthened social insurance scheme to top-up

benefits

The first policy option would include the conversiof the Old-Age Pension Programme
into a universal pension scheme covering all perdmyond a certain age and based on
residency. The scheme could provide a basic flatypansion irrespective of the means of
the beneficiary and/or the beneficiary’s familyaibthose above certain age and possibly
to those fully disabled. The pension would be foeth from the general revenues and
could be administered by either the NIBTT or thenigliry of Social Affairs. NIS benefits
would thus be topping up the guaranteed univergahmm benefits for all the employees
on a mandatory basis and for self-employed on antaty basis. NIS long-term benefits
would have to become strictly earnings and/or d¢ouation related.

Coverage of self-employed for other social securégefits — like sickness, maternity, and
employment injury benefits — could be graduallyeexted under the contributory social
insurance system.

The first option would guarantee basic minimum agg: (and possibly also disability)
benefits to everybody, including the self-employéthwever, it would entail a major
reform of the country’s entire social protectiost®m. Such reform would change the role
of the State and ways it is guaranteeing and fimgnmcome replacement for different
population groups through contributory social imswe and tax-financed measures. This
option would also require an entire reform of thetitutional framework and delivery
mechanisms. Furthermore, income tax policies woddd to be reconsidered. Proper
monitoring mechanisms would have to be put in placaddition to the regular household
surveys. Significant capacity building would be essary to ensure the Government has
the necessary competencies to meet the obligatiis olicy.

ILO/TF/Trinidad and Tobago/TN 3



This policy option entails further advantages andadvantages. A more elaborate
discussion of this issue is beyond the present atangiven to the ILO in the Terms of
Reference and thus the discussion is limited anlhé above. However, the ILO is ready
to provide a more elaborated study upon request.

2" policy option: Extension of mandatory social insurance
coverage to the self-employed

The second policy option focuses on the extensiacoeerage to self-employed through
the Social Insurance Act No. 35 (1971Yhis option addresses directly concerns of the
Terms of Reference for the Conduct of the Seventtudial Review (Appendix E,
paragraph 1). The provisions 8bcial Insurance Act No. 35 (197&jpuld need to be
amended according to the policy decisions adoplést scheme would be financed
through contributions paid by the self-employed keos, and possibly supported with
subsidies from the Government to enhance the sgilayed participation in and
compliance with the new scheme. The NIS would Ispaesible for the administration of
the scheme and the rules governing the existingalsesecurity legislation would be
applicable to the extent possible.

This policy option would require significant additial administrative capacities to register
the self-employed and collect contributions frorerth It would require that the policy
design of the existing NIS be improved to makdtiaative to contribute for all categories
of self-employed. The functioning of the system with respect to minin pension and
other provisions have also to be harmonised amhgly coordinated with the Old-Age
Pension Programme.

It is understood that the wish of the Governmemo isnplement the second option and the
ILO is prepared to assist the government in thdempntation of the second option that
can be supported by the following arguments:

1. The self-employed are already mentioned in th® Mgislation. Through the
inclusion of the self-employed in the definition employees in the social
insurance Act NO. 35 (1971), the government cleexiyressed its wish to provide
social insurance in case of the occurrence of ogaticies also to the self-
employed. In addition, according to its Social i@swce Policy 2005-20£0the
NIBTT is mandated to provide universal coverage dreprotection of workers
against hazards, which adversely affect individeabnomic self-sufficiency,
through the timely provision of defined long- ad&-term benefits financed via
a system of contribution.

" These provisions are based on the defined bersfitsoach. One may ask whether a defined
contribution approach would not be more approprfateself-employed workers as such schemes
are much easier to administer. However, the lasigproach lacks recourse to redistributive
functions as deemed necessary to satisfactorilyt iee needs of the self-employed. As such
schemes are based on a fixed commitment in termwiibutions, benefits cannot go beyond
what has been paid in by each worker. This appréesles workers very vulnerable to interest and
investment risks over time. It is thus consideneappropriate for the self-employed due to their
limited earnings capacity and the fact that theyldainlikely receive a benefit at a sufficient leve

8 Relevant recommendations are expected to be iedlinithe Seventh Actuarial Review currently
under progress.

® See Terms of Reference for the Conduct of the rBkvéctuarial Review, Appendix F,
paragraph 1.
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Mandatory coverage of the self-employed is «inst with the objectives of
Vision 2020° for the attainment of the status otlaveloped country, as in most
developed countries self-employed workers are @avemder mandatory social
insurance provisions.

3. The discussions with stakeholders held durimgJilne 2006 ILO mission noted
the strong public support for the NIBTT, which nsidered to provide the most
relevant framework and institutional capacity fbe textension of coverage to the
self-employed.

4. The surveyinal Report on National Insurance Coveraigelicates that the self-
employed expressed a high level of interest fouanyy social insurance (80.6 per
cent).

5. The NIBTT finds that there is good momentum floe extension through its
organization given that tfeeventh Actuarial Review of the Social Securitye8ys
is now in progress, which will result in legislagichanges.

6. From an administrative point of view, the NIB&@ppears to be the most relevant
institution for the extension of social securitwerage as it has in place already
the necessary infrastructure for the collectioraitributions and the payment of
benefits. In addition, some of the self-employespas, who work as sole traders,
are familiar with NIBTT procedures, as they areeatly registered as employers
and pay contributions on behalf of their employees.

The ILO however believes that implementing chantgeshe rules of the Old-Age
Pension Programme would bring a significant contidn to the success of this policy
option. Such changes would aim at harmonizing benpéid under this Programme
and under the NIS legislation. The means test geavifor in the Old-Age Program
should be changed in a way, which provides effecbasic income but at the same
time does not harm incentives to contribute to NIS.

The ILO is also convinced that the success of thbemme depends on the
implementation of certain changes to the ruleshef NIS. In this regard, the ILO’s
main concern relates to the consequences on thenturenefits of past practices in
indexing the benefits. The minimum pension curgerdpplies to most old-age
pensioners. This is not consistent with usual egsirelated contributory scheme. The
system now behaves in practice as a flat-benefierse. Clarification of future
intentions of the Government through policy disales supported by appropriate
actions is necessary to properly inform the selpleyed about the system that they
will have to join in the future.

19 The Government of Trinidad and Tobago has identifihe achievement of developed nation
status by the year 2020 as the principal developamhgoal of the country.
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3. Implementation of social security
protection to the self-employed

This section presents and discusses the diffessoes relevant for the extension of social
security to self-employed workers.

3.1 Voluntary or mandatory coverage

Even if the mandatory social security coveragehefdelf-employed was already foreseen
when the NIS law was adopted, it is important taseess whether the approach remains
appropriate in the current context.

A key disadvantage to voluntary coverage is theiadtnative costs that are usually very
high due to low participation, necessitating creabsidisation, either from the NIS or
other sources. Experience shows that abuse iy likdbe higher in voluntary schemes as
insured persons have more opportunities to useeligéility provisions to their own
advantage. Alternatively, compulsory coverage Imespotential advantage of providing
pensions to all eligible persons and thus relievihng Government of eventually
subsidizing persons during their retirement throsglial assistance. In addition, only
mandatory coverage would meet the objective of iging comprehensive social security
to all workers - given that it is effectively enfed. For these reasons, the ILO
recommends the implementation of mandatory so@alrsty coverage for the self-
employed.

When analysing the situation in the other CARICOMmtries, it can be observed that
some of them provide for mandatory social insurafazeself-employet, while others
cover the self-employed under a voluntary schén¥he experience in these countries
shows that, under both mandatory and voluntaryreekethere is only limited effective
coverage of the self-employed. The reasons fofdigre of these mandatory schemes are,
as pointed out above (see paragraph 1 of this iealhmote), the following: specific needs
are not sufficiently taken into account, deliveryeeghanisms are not adapted, public
information is missing and mechanisms enforcing mitance are inefficient or
nonexistent.

3.2 Full, limited or gradually increasing coverage?

According to most studies and national experiendess very difficult to cover self-
employed workers with contributory, earnings orame-related social security schemes,
as their income patterns are irregular and limiteedmount compared to those in regular
employment® Thus, it is of utmost importance to set such agthprovisions so that the
self-employed are not only obliged but also motdato join the system and pay the
required contributions. NIBTT would need to takgnsiicant steps so as to promote
innovative means for reaching the self-employedjctwhwould take time and both
financial and human resources.

1 Antigua and Barbuda, Bahamas, Barbados, Domi@iogana, Jamaica and Montserrat.
' Belize, Grenada, St. Kitts and Nevis, St. Lucid 8h Vincent and the Grenadines.

131L0O, Social Security Principles (First Volumé}eneva, Switzerland; 1998. p. 24.
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It is important to define ‘self-employed worker#iccording to the project Terms of
Referenc¥, the self-employed are:.“ persons who are engaged in economic activities on
their own account otherwise than for an employ&uch persons can be, amongst others,
consultants, directors of corporations, independeomntractors, network marketers,
partners in partnerships, religious leaders and pabprietors. On an occupational basis,
self-employed persons include but are not limitedatcountants, artists, consultants,
contractors, doctors, domestic workers, farmeshefimen, hairdressers, lawyers, market
and street vendors, shop keepers, taxi driverstraddsmen.

For the decision making process, it is advisableaxefully analyze, based on currently
available household income and expenditure andutatmwce surveys, the composition of
the self-employed population with respect to thdemographic, family and social
characteristics, income levels, types of econoriiviies, occupational structures etc.

The difficulty of achieving coverage of all self-ployed persons immediately is fully
recognized. Therefore, the legislation should feeesnandatory coverage of all self-
employed and the corresponding regulations shoubdige for the implementation of
social security coverage in phases according peeaified timetable. The first phase would
cover those self-employed who are relatively easyeéntify, particularly those who are
already officially registered or have the obligatio register with their respective agencies
or associations, e.g. doctors, lawyers, ownersnafllsenterprises in receipt of government
loans, sole traders, taxi drivers, and so on. is tbspect, the acquisition of loans and
licenses by this category could be linked by ailiatiibon to the social security scheme.
The coverage of the other categories of self-engaayorkers should be implemented in a
second phase.

3.3 Eligibility criteria for registration

At present, the eligibility criteria for employeés coverage by NIS are earnings of not
less than $100 per week. Eligibility criteria fdifileation by the self-employed to the
social security system should in principle remédia same as those for employees in the
NIS. The reason for this is that, on the one h#mg self-employed should have the same
treatment as employees and, on the other handlIBIET should facilitate the coverage of
workers moving between salaried employment andeseffloyment. The major problem is
of course how to assess the actual level of easrfimgself-employed: on what basis, for
what period and who will be doing it. For thosef-sshployed who are tax-payers, the
assessment could be based on assessed or deeleabte trevenue and done by the tax
office. One of the possible solutions is that sstfployed are declaring to NIBTT their
income levels but they are obliged to contributéeast on the basis of income equivalent
to $100 per week or whatever minimum declared irearould be adopted.

The assessment of income and thus eligibility omveekly basis as stipulated for
employees will probably be impractical for mostloé self-employed as their earnings are
irregular, fluctuate seasonally and may be verfjatilt to define on a weekly basis. When
the self-employed do meet registration criteriaynpant of contributions in each period
could be submitted if earnings are above the mimnievel (see paragraph 3.7 of this
technical note). The periodicity upon which conttitry assessments are levied should be
sufficiently long to take account of irregular gatts of work. Special measures could be
introduced for periods when the self-employed havearnings.

4 Terms of Reference for the Conduct of the Sevectiafal Review The National Insurance
Board of Trinidad and Tobago, p. 14.
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Both questions, the mechanism for the determinaifosarnings and the reference period
of earnings for determination of eligibility neewlie further analysed.

3.4 Coverage of which contingencies for the
self-employed?

According to the survey entitldeéinal Report on National Insurance Coveragebenefit

package, inclusive of short-term and long-term G&néold-age, invalidity and survivors’
benefits, and sickness and maternity benefits) sderbe most desired by self-employed

persons in Trinidad and Tobdgd@56.0 per cent), of whom a significant number seém
opt only for long-term benefits (39,4 per cent).isTltontrasts to other CARICOM
countries where preference often is given to stevrtx benefits only, such as for sickness.

Experience in ILO Member states shows that theeémphtation of short-term benefits for

self-employed workers is usually difficult to adnsiter. Strict control and anti-selection
mechanisms and well functioning medical servicesrcessary to preclude abuse.

When taking the needs of the self-employed int@mant; there seems to be no doubt that:

Long-term benefitgold-age, invalidity and survivors’ pensions) shiblbe provided on
a mandatory basis.

Employment injury benefitsomprising a short-term disability benefit as wad a
long-term invalidity and survivors’ benefit, appéarbe difficult to administer for self-
employed persons due to the possibilities of alamkshould thus not be included in
the package, at least within the first years oflemgntation. The Terms of Reference
given by the NIBTT also exclude this type of benhd&fom the application for self-
employed workers.

However, asAssistance in the event of an accid@.8 per cent) seems to be the main
reason for the self-employed persons willing toehagverage for short-term benefits,
according to thé&inal Report on National Insurance Coverageconsideration of this
approach should be made in the future after caeafalysis of the situation.

Entitlement tosickness benefis difficult to administer in the case of the self
employed, as abuse is difficult to monitor anditifficult to devise entitlement
conditions which would reflect the problem of comtous payment of
contributions. A sickness benefit should thus neticluded in the benefit
package, or at least limited to clearly identif@abltuations.

Maternity benefitavere confirmed by stakeholders as essential ksnefhich
should be included in the benefit package. Althoaghbrt-term, this benefit is
easier to monitor than other short-term benefiisk(®ss, temporary disability
and unemployment) as the abuse is naturally limikedordingly, the maternity
benefit is in line with general developments in mwodsocieties, being essential
for the well being of mothers and childréh.

Funeral grants should be part of the mandatoryregeebenefit package.

5 |dem, p. 29.

16 Maternity Protection Convention, 2000 (No. 183).
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3.5 Financing

The coverage of self-employed workers under the #ti8uld, in general, be financed
through contributions fully paid by the self-empéalyworkers, the self-employed having
to pay a total of both employees’ and employersitabutions calculated from their
assessed/declared income. At present, the fullriboitibn rate amount to 9.9% for all
branches. It would slightly be reduced for self-éoypd as employment injury and
sickness benefits would not be included in the sehef self-employed. Such contribution
rate appears affordable at the present taweording to the survefinal Report on
National Insurance Coverade However, it is well known that the current contrilon
rate financing employees’ social insurance covervafidhave to be increased in the future
in order to ensure financial sustainability of theheme. In this context, it has to be
carefully analysed what would be the upper limithadf contribution that the self-employed
would accept.

In any case, in order to promote self-employediafion to the NIS and to reduce their
burden of payment of high contributions, it is neroended that Government subsidises,
at least for a transitional period, that part o# tontribution which, in an employment
relationship, the employer would be obliged to pHye subsidy should be designed as to
support mainly the low-income self-employed. Itsoamt could be the same for all
covered self-employed and thus would be decreasingercentage of assessed/declared
income. Such Government subsidy would be justiéad an investment for the reduction
of future Old-Age Pension Programme costs. Suchngtment by the Government to
contribute to the scheme may raise an equity conedth NIS insured salaried workers.
Further financial and policy analysis is required.

Regarding the question of accounting and finangiahitoring, the financial statement
could present separately the assets and liabitfisalaried and self-employed. This would
mean that gains and losses from each scheme weuldllip separated from each other.
Then, it would make it possible to define the fungdpolicies according to the objectives.
In some countries, funds for self-employed are ipaform the rest and there is no
possibility of transfers form one scheme to theentin other countries as in Canada and
the United Kingdom to a certain extent, there isseparate accounting, the principle of
solidarity between all categories of workers befully applied. Therefore, the funding
policy should be carefully designed according te thbjectives of the overall social
protection policy of the government. In any case,ifivestment purpose, revenues of both
schemes should be pooled and invested together.

3.6 Determination of contribution rates for self-
employed workers

It is recommended that the rate of contributions tfee self-employed, which would
comprise contributions for employees and employsrsuld be set at the same percentage
as that for employees (employees’ and employersitritutions together) under the
specific branches of NIS Law subject to the consitiens expressed under section 3.5.
Contribution rates recommended in tBeventh Actuarial Reviébwill not include the
impact of the extension. Even though it could kesilele to modify the recommendations
on the basis of the assessment of the financiahdipf the extension, the political

|dem, p. 34-35.
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ILO/TF/Trinidad and Tobago/TN 9



3.7

3.8

3.9

desirability of doing so should be addressed. Téwd actuarial review would, however,
consider the impact of the extension.

The NIS Law stipulates that contributions are idording to 12 different wage classes
included in the NIS Law but subject to adjustmeatseach actuarial review. It is for
discussion whether, in order to facilitate admiaibn, to apply to self-employed workers
the same wage classes as for salaried employees sed-employed worker would either
select a wage class or be assigned to one, depgeonithe decided approach with respect
to assessing the income subject to contributidnghis context, the question arises as to
the intervals the workers would have to declarb&oassigned to the wage class for the
purpose of contributions, which would have to be shhme as the periodicity of earnings
required for determination of eligibility.

Periodicity of the payment of contributions

The surveyFinal Report on National Insurance Coveragmdicates that most of the self-
employed (79,6 per cent) would prefer to contribmtnthly to the scheme, while 9.5 per
cent of them would prefer to pay quarterly. The thbn collection basis could be,
however, difficult to implement for those with veiryegular or seasonal income patterns.
As the receipt of contribution revenue is crucalthe well functioning of the scheme, the
issue of contribution payment needs to be analyg¥éithin this context, the balance
between the prompt payment of contributions to mad@inthe liquidity of the scheme and
the practicalities of collecting contributions fraime self-employed has to be taken into
account.

Entitlement conditions to benefits

In principle, for reasons of equality of treatmethte same qualifying conditions
should be applied to the self-employed as are egpppp employees covered by the
NIS Law. However, some considerations have to be pointedemarding eligibility to
maternity benefits. At present, employees areledttb maternity benefits under the NIS if
they have ten weeks of contribution in the 13 wdsddore the last six weeks before the
expected date of childbirth. Such period appeardoasshort for self-employed. The
alternative provisions contemplated under the cureetuarial review would be more
appropriate.

Level of benefits

For reasons of equality of treatment between salagmployees and self-employed
workers, it is recommended to apply to self-emptbyeorkers the same provisions
specifying the levels of benefits as are appliedrnployees. As the contribution rate and
entitlement conditions should be the same for Isalaried employees and self-employed
workers, the provisions governing the minimum pensshould be applied in the same
way to both categories of workers. However, it xpexted that far more self-employed
workers will contribute at the minimum income cldegel than is the case for employees.
Therefore, the NIS minimum pension level needseaérefully determined and brought
into alignment with the social policy of the Goverent and in particular with its Old-Age

Pension Programme. This is necessary to guarameesustainability of the fund and the
relevance of the minimum pension.

9 |dem, p. 36.
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3.10 Institutional arrangements for the affiliation and
the collection of contributions of self-employed
workers

Under this point, questions arise as to whetheiakpartners such as associations of self-
employed workers should be involved in the regigiraprocess of their own members,
and which institution would be responsible for tlellection of self-employed
contributions. Where appropriate, associationsiefself-employed could be very useful to
reach certain categories of the self-employed. @otual arrangements could be proposed
to them, which could contribute to reinforcing theole as intermediaries and social
partners.

The institutions, which appear to be best suitedth® collection of social security
contributions, are the tax revenue office and thBTN. The tax revenue office seems to
have the advantage as it has already registeredattmes and incomes of self-employed
persons, while the NIBTT, which already collecte tontributions made under the NIS,
has the advantage of a well-established infrastractor, and long-standing experience
with, the collection of contributions. It appeacsite doubtful that the tax-revenue office
alternative would be practical in the short-ternaegi the currently limited scope of its
client coverage. However, it must be pointed oat there needs to be close collaboration
between the NIBTT and the tax revenue office withieawv to identifying the most cost-
effective long-term collections mechanisms.

In addition, mechanisms enforcing compliance wagdd to be reinforced and adapted to
completely different circumstances when dealindsglf-employed as contributors. The
Government would need to invest additional resaurte provide the necessary

information to self-employed and to enforce the I#wough inspection and other

measures.

3.11 General policy

In order to guarantee equality of treatment betweraployees and self-employed workers
and to in order to facilitate the administratiortiod new scheme, it is recommended to link
the self-employed scheme to the extent possibilea@xisting NIS scheme for employees.
In this respect, where reference is made to qusiveit parameters of the current system,
these parameters should be updated in the samarasemas is done for employees after
the recommendations of th®eventh Actuarial Reviéware enforced (e.g. minimum
income class, minimum pension, and so on). Thesride regular indexation of these
parameters and amounts should also be the sansendidls to be further analysed.

3.12 Further considerations

In order to ensure that the scheme is appropriatethe self-employed will join and

benefit from the scheme in the long run, it is impaot to put monitoring mechanisms in
place. Such mechanisms should be based on infam&tm properly designed and
maintained administrative records and from regalaveys on labour force participation
and household income designed in such a way aketdify self-employed workers’ needs
for social security, their actual social securitwverage and its impact as distinct from
those of salaried workers.

2 1dem.
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4.

Next steps

The immediate next priority should be the adoptgrthe NIBTT of a position regarding
the proposals outlined in this orientation noteth framework of this technical note is
accepted and policy directions selected, then stexts could be undertaken, which are:

1.

An analysis of the different categories of self-eygd workerdefore the gradual
extension of social security coverage to themthisa respect, the NIBTT should
identify the categories of workers who have to stggiin order to exercise their
profession. In addition, the NIBTT should identifyose self-employed workers
who are recipients of government credits or grdstsall businesses, and those
self-employed who are already contributing to tlvhesne on behalf of their
employees). In this regard, it is of utmost impoce that close collaboration be
established with relevant government agencies.

Identification of the institutional partnergublic and non-public, that should be
involved in the implementation.

Completion of an in-depth administrative analysisdevelop a business plan for
the effective implementation inclusive of additibmafrastructure, staff training
and public information. ILO would hire a consultantperform that operation.

Agreement with partners on the timetable fodged implementation.

Collaboration with the central governmeon the design of the Old-Age Pension
Programme. A formula should be proposed for theefisnfrom the Programme
when an applicant receives income from anothercgour

Legal and regulatory frameworkFinalization of the details of provisions
regarding insurable earnings and eligibility to &kts. Design of transitional rules,
including but not limited to allocation of past dits and temporary financial
participation of the central government for finargi

Determination of the financial impaof the coverage of the self-employed, taking
into account different policies. ILO would acconghiithis in collaboration with
NIBTT.

Based on the financial assessménglization of the policy strategihat could
serve as the basis for the drafting of the law/afimenof NIS Law;

Development of strategids order to sensitise the public about the prodose
extension of social security to the self-employed.

12

ILO/TF/Trinidad and Tobago/TN



Annex 1 Coverage of the Self-employed in
CARICOM countries

Country Effective date Status Benefits

Antigua and Barbuda  April 2001 Mandatory All

Bahamas April 1998 Mandatory All — Work injury is available for
certain categories of self-
employed

Barbados January 1978 Mandatory All - Except unemployment and
work injury

Belize January 2003 Voluntary All

Dominica Early 1980s Mandatory Long-term

Grenada June 1988 Voluntary Long term

Guyana April 1971 Mandatory All - Except unemployment and
work injury

Haiti Information not available.

Jamaica Date not available Mandatory All - Except unemployment and
work injury

Montserrat March 1996 Mandatory Al

St. Kitts and Nevis July 1996 Voluntary All - Except unemployment and
work injury

Saint Lucia 2003 Voluntary All - Except unemployment and
work injury

St. Vincent and the 1997 Voluntary All - Except unemployment and

Grenadines

Suriname!

work injury

1 Suriname currently does not have a social security system similar in nature that of other Member states and it has not
started the required legislative process.
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Annex 2 Statistical information

Age distribution

25%

20% -

15% B

10%

5%

0% -
1519 20-24  25-29 30-34  35-39 40-44 4549 50-54 55-59 60-64 65-69

‘ O Salaried workers - NIS data B Self-employed according to survey O Self-employed - Estimation from CSO data ‘

The distribution by age of the self-employed idatiént according to the source, though
average age is comparable, 37 in survey and 3&enestimation from the Central
Statistical Office (CSO) data. However, both sosricelicate that the self-employed tend
to be more concentrated in the ages 30 and ovettileasalaried workers.
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