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1. Executive Summary 
 
Mercer Human Resource Consulting (Mercer) was commissioned by the Council of Regional Organisations 
of the Pacific (CROP) to undertake a review of housing and education allowances paid to professional staff 
of the participating agencies.  The purpose of the review was: 
 
• to gain an understanding of best practice relating to the application of housing and education 

allowances; 
• to determine whether the current CROP practice with respect to the provision of housing and 

education allowances to professional staff is appropriate; and 
• to establish whether the levels provided are realistic. 
 
The central issue underlying the review was the Council’s need to establish whether housing and education 
allowances should be restricted to compensation for staff relocating away from their homes in order to take 
up CROP appointments, or whether they should be regarded as a condition of service in the professional 
grades, regardless of the incumbent’s origin or nationality. 
 
Fieldwork was undertaken by Neil Jury, an Associate in Mercer’s Wellington office, in late October 2004.  A 
thorough study was done of the historical context of the Allowances, a wide ranging consultation followed 
with both staff and management in the agencies, and “best practice” information was supplied by the 
International Consultants Centre (ICC), an associate company of Mercer in Melbourne, who are specialists in 
international remuneration. 
 
A range of alternatives and options for each Allowance were developed, and these were circulated to the 
CROP Working Group for comment.  When this feedback had been received, a draft report was prepared and 
circulated.  Further feedback was incorporated, and a final report compiled, and distributed. 
 
•  Recommendations 
 
Mercer makes the following recommendations based on the principle that the CROP agencies are recruiting 
specialist staff in a global “mobility” market and need to attract staff in light of their options for employment 
elsewhere in the world. Our recommendations take a position-based approach to both the allowances. 
 
Term of 
Reference: 

“Specific recommendations regarding the inclusion or otherwise of housing and education 
allowances in the CROP remuneration arrangements” 

 
1. Both housing and education allowances should continue to be paid by the CROP agencies. 
 
2. Both housing and education allowances should in future be regarded as benefits associated with 

appointment to a professional grade (i.e., Grades I to M). 
 
3. Payment of either housing or education allowance should no longer be regarded as compensation for 

staff who relocate in order to take up an appointment at a CROP agency. 
 
Term of 
Reference: 

“Specific recommendations regarding which staff, if any, should be entitled to housing and 
education allowances” 

 
4. Housing allowance should be paid to all staff who hold appointment in a CROP agency in a 

professional grade (i.e., Grades I to M). 
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5. Education allowance should be paid to all staff with school age dependent children who hold 
appointment in a CROP agency in a professional grade (i.e., Grades I to M). 

 
6. Neither housing nor education allowance should be paid to support staff in the CROP agencies (i.e., 

Grades A to H). 
 
Term of 
Reference: “Specific recommendations regarding the level of housing and education allowances”  

 
7. The policy of setting the maximum value of housing allowance at 75% of the monthly rental for a 

standard three bedroom executive house should continue unchanged. 
 
8. A new survey of the rental housing market in Suva should be carried out urgently to ensure that the 

maximum available housing allowance is set at a realistic figure.  The survey should be carried out by 
a reputable local real estate firm, sponsored by Pacific Islands Forum Secretariat (“PIFS”), and 
supervised by a steering group comprising representatives of PIFS management and the Staff 
Association. 

 
9. CROP agencies should be responsible (however its administration is organised) for paying 75% of the 

actual rent on each eligible employee’s accommodation, up to the set maximum Allowance. 
 
10. There should continue to be no explicit linkage between the rental subsidy paid by an agency, and the 

individual employee’s family size or hierarchical position. 
 
11. A new multi-school benchmark should be established as the basis for the maximum education 

allowance to remove the reliance on the single benchmark currently in use.  The benchmark schools 
should be selected from the CROP remuneration “Reference Markets”: Australia, New Zealand, and 
Fiji. 

 
12. The current education allowance structure of a maximum rate per child per annum with a maximum 

rate per family per annum being calculated at three times the per child rate should continue. 
 
13. Employees should in future be asked to contribute 25% towards the cost of their children’s schooling.  

The maximum education allowance should be set at 75% of the benchmark rates (maximum per child, 
maximum per family) once they have been established. 

 
14. Differential rates for education allowance for local staff and expatriates should be abolished.  In 

future, all professional staff (i.e., Grades I to M) should be eligible for the same level of education 
allowance (in the same family circumstances). 

 
Term of 
Reference: “To suggest alternatives or options, if these exist, and their merits” 

 
15. The Fiji Government should be approached to seek tax-free status for all CROP agency employees, in 

recognition of the contribution made by the agencies to Pacific communities. 
 
16. A new “Security Fit Out Allowance” should be established, at least for Suva-based missions, to ensure 

that incoming employees are able to install at least basic security features in their accommodation: 
deadlocks and grilles on doors and windows, and if necessary, an alarm system. 
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17. The Working Group should investigate further the possibility of meeting some costs associated with 
tertiary study by a dependent child of a CROP professional employee, with a view to matching best 
practice. 

 
18. CROP agencies should review their definition and practice regarding “Dependent Children” to ensure 

that payment of education allowance in each case is appropriate. 
 
19. Agency management should be advised that provided the set maximum rates of education allowance 

are not exceeded, there is to be a degree of flexibility in the administration of education allowance, 
provided always that the business purpose of what is proposed (i.e., it must contribute to the core 
education of the child) is maintained. 

 
 
2. Introduction 
 
Mercer Human Resource Consulting (“Mercer”) is pleased to deliver this report on the review of housing 
and education allowances paid to professional staff of participating agencies in the Council of Regional 
Organisations in the Pacific (CROP). 
 
The purpose of the review was: 
 
• to gain an understanding of best practice relating to the application of housing and education 

allowances; 
• to determine whether the current CROP practice with respect to the provision of housing and 

education allowances to professional staff is appropriate; and 
• to establish whether the levels provided are realistic. 
 
Mercer wishes to acknowledge the assistance provided by both management and staff of the CROP agencies 
during the review, and in particular the information supplied by both individuals and the Pacific Islands 
Forum Secretariat Staff Association. 
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3. CROP Agency Requirements 
 
•  Project Terms of Reference 
 
Terms of reference for the review were defined in the Request for Proposal from Stephanie Jones, Director 
Corporate Services in the Pacific Islands Forum Secretariat, dated 17 August 2004: 
 
 
 
The terms of reference for this project are to provide:  
 
• specific recommendations regarding the inclusion or otherwise of housing and education allowances 

in the CROP remuneration arrangements; 
• specific recommendations regarding which staff, if any, should be entitled to housing and education 

allowances; 
• specific recommendations regarding the level of housing and education allowances; 
• to suggest alternatives or options, if these exist, and their merits. 
 
In undertaking the project, the successful consultant should: 
 
• consult with the members of the WG (all of which are based in Suva); 
• consult with the participating CROP agencies (by telephone or mail for the non-Suva based agencies); 
• consider the historical context of the housing and education allowances; 
• consider trends and best practice in the reference markets; 
• consider current practice and trends of similar organizations; 
• make any recommendations in the context of the total remuneration package of the CROP agencies, 

and not in isolation. 
 
 
 
•  Remuneration Principles 
 
The Harmonisation Working Group of the CROP agencies agreed on a set of remuneration principles at their 
meeting on 28 April 2004.  These were also supplied with the Terms of Reference, and are attached as 
Appendix A.  Central to the Working Group’s deliberation was the classification of remuneration items into 
three categories: 
 
• Salary and benefits 
• Relocation provisions 
• Other terms and conditions 
 
The Working Group were however divided as to the category in which to place housing and education 
allowances, with some members favouring relocation, and others committed to the allowances as a condition 
of employment tied to the position. 
 
 



5 

4. Our Approach 
 
In completing the review, our consultants undertook the following process: 
 
Initial Problem Definition. Because of the complexity of housing and education for expatriates and their 
families - they affect individuals in many different ways, depending on personal circumstances and the 
domestic environment in which they are required to live - Mercer asked agencies to invite staff to put 
forward their views by email as a way of gaining understanding of the employees’ perspective on the issues.  
 
Consultation Process. Our consultant visited Suva and undertook an extensive consultation process: 
 
• We were able to meet with representatives of all of the CROP agencies together, and thereby to gain a 

comprehensive understanding of the consensus view of the housing and education allowance issues 
from the CROP management perspective. 

• We also met each of the CROP agency representatives separately, in order to canvass specific agency 
issues that were not relevant to other CROP agencies.  

• We spoke also with Fiji, Australian and New Zealand representatives to obtain the views of their 
respective Governments on the housing and education allowance issues.  We received a written 
opinion from the representative of Nauru. 

• We met with focus groups of staff in the Forum Secretariat and at the Secretariat for the Pacific 
Community. 

 
File Search. While in Suva, our consultant spent a considerable time reviewing Forum Secretariat files, in 
order to acquire an understanding of the historical context, as required by the Terms of Reference. 
 
Best Pratices. Our associate company, the International Consultants Centre (“ICC”) in Melbourne provided 
detailed information on best practice housing and education arrangements for expatriates.  We acquired 
information from ICC on both typical policies, and levels provided.  We reviewed the implications of our 
findings in the context of the CROP harmonisation policies. 
 
Amendment following Feedback.  Following the working group feedback, we undertook further work to 
complete the picture in our report. 
 
Final Report.  Our final report was emailed to members of the working group, and subsequently forwarded 
in hard copy. 
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5. The Historical Context 
 
The Terms of Reference for the current review required the consultant to “consider the historical context of 
the housing and education allowances”.  In order to do so, the consultant reviewed the objectives and 
findings of several previous reviews. 
 
Detailed findings from the file search and discussions with staff that were undertaken are attached at 
Appendix B. 
 
•  Lessons from the Past 
 
The detailed review of the Forum Secretariat files and Forum Officials Committee (“FOC”) Minutes 
revealed some important background information: 
 
• Both housing and education allowances have been in use among the CROP agencies for many years.  

Original practice was modelled on expatriate conditions for the New Zealand and Australian Public 
Services at that time. 

• The practice of triennial reviews of conditions goes back at least as far as the early 1980’s. 
• A 1988 review by Hay Management Consultants proposed to align conditions more closely with 

commercial organisations, but recommendations were not widely supported. 
• The 1990 AIDAB (Tinning) Review was the first attempt to regulate all the participating organisations 

to a common review cycle, with a common set of remuneration principles. 
• In 1994, Deloitte’s Doug Ruhen made a number of far-reaching recommendations, including linking 

housing allowance to both house size and a percentage of base salary, and instituting a FJD6,000 per 
child education allowance.  The latter specified no maximum number of children, and the allowance 
was to be updated by benchmarking against a number of selected schools. 

• One of Ruhen’s objectives in 1994 was to “Eliminate a remuneration inequity between local and 
expatriate contract officers.”  This 10-year old reference was the first found to one of the major issues 
leading to the current review: the need to resolve inequities between local and expatriate staff. 

• The Mercer Cullen Egan Dell review in 1999 made only general recommendation in relation to 
benefits, but noted that: 

 – Market practice in education allowance is for employers to meet the cost of education in an 
international or private school for school aged dependants. 

 – There is mixed market practice for expatriates.  “Best practice is a ‘balance sheet’ approach where 
housing costs at home and abroad are equalised to ensure the expatriate is no better or worse off in 
regard to housing costs.” 

• The Mercer Human Resource Consulting review in 2003 also made only general recommendations in 
respect of housing and education allowance. 
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Our consultant was unable to find any reference in FOC Minutes authorising the payment of housing or 
education allowances to local professional staff.  This omission may be the consequence of turbulent events 
and subsequent readjustments in 2000, but the extension of education allowance to local nationals in the 
professional grades was first announced in March 2001: 
 
 For local executive/professional staff (Fiji citizens), the allowance is set at F$2,500 per child, per 

annum up to a limit of F$7,500 per family.  This is in line with FOC decision that education allowance 
for local executive/ professional staff be set at local levels.  This is interpreted as being local Form 7 
or equivalent (eg. USP Foundation level) fees. 

 
Forum Secretariat staff subsequently confirmed that they too were unable to trace the FOC decision referred 
to in the announcement. 
 
 
6. Current Allowance Arrangements 
 
The current practice of the participating CROP agencies is shown in the following tables: 
 
•  Current Practice – Housing Allowance 
 
The stated purpose of the CROP housing allowance is: “To ensure that all contract staff have access to a 
reasonable standard of housing appropriate to their position”. 
 
This chart summarises current housing allowance arrangements in the CROP Agencies: 
 

PIFS SPC SOPAC SPREP FFA SPBEA 
Adjusted 
annually to 
75% of 
standard exec 
housing 
market. 
Currently 
$1,500 per 
month i.e. 
$18,000 per 
annum. 

Housing all 
75% of total 
rental. Min 
F$1,170 per 
month and max 
F$1,500.NC 
staff – 
contribution 
25% of 
economic 
rental. 

Adjusted 
annually to 
75% of 
standard exec 
housing 
market. 
Currently 
$1,500 per 
month i.e. 
$18,000 per 
annum. 

Rental 
assistance of 
75% of typical 
rent of 
expatriate 
executive 
furnished 
housing and 
adjusted to 
local market 
rentals 
annually. 

Rental 
assistance of 
75% of rental.  
Director has 
discretion to 
impose 
reasonable 
limits. 

Adjusted annually to 
75% of standard exec 
housing market. 
Currently $1,500 per 
month i.e. $18,000 per 
annum. 

 
Clearly, although there is a consistent policy (75% of a typical executive furnished house) across the 
agencies, there are differences in application.  For example, in the Forum Secretariat, $1,500 per month is 
both a minimum and maximum – every professional staff member receives the same gross amount (though 
local staff pay tax on it).  In SPC Suva on the other hand, the minimum payment is $1,170 per month, and 
$1,500 is a maximum allowance. 
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•  Current Practice – Education Allowance 
 
The agreed purpose for the CROP education allowance is:  “To allow contract staff to have children 
educated to an international standard (i.e. expatriate staff) and to National standards for local staff”. 
 
 

PIFS SPC SOPAC SPREP FFA SPBEA 
Recalculated 
annually to 
cover 100% 
fees F4-7 at 
International 
School – 
Suva. 
For local 
professionals, 
$3,910 per 
child or 
$11,730 per 
family, based 
on F7 /USP 
Foundation 
level. 

Apply to all 
professional 
staff irrespective 
of citizenship. 
For Noumea 
XPF 360,000 pa 
per child with no 
limit on no. of 
children. For 
Suva, up  
to F$7,200 per 
child to a max. 
of F$22,600 per 
family per 
annum. 
DG to consider 
further relief on 
case by case 
basis to max of 
$13,043 per 
child. 

Up to F$13,706 
per child up to a 
maximum of 
F$41,118 per 
family per annum 
claimable against 
receipts 
(expatriate 
professionals).   
Recalculated 
annually to cover 
100% fees F4-7 at 
International 
School – Suva. 
For local 
professionals, 
$3,910 per child 
or $11,730 per 
family, based on 
F7 /USP 
Foundation level. 

Up to 
SAT$15,600 per 
child and up to a 
maximum of 
SAT$46,000 per 
family for actual 
costs of tuition 
and board to 
cover 100% of 
fees for 
expatriate staff, 
For local 
professionals 
SAT$3,200 per 
annum per child 
with max of 
SAT$9,600 p.a. 
per family. 

Primary – Tuition 
up to US$3,100 
pa per child, max 
US$9,300 pa per 
family. 
Secondary – 
Tuition up to 
US$4,800 pa per 
child, max 
US$14,400 pa per 
family. 
Boarding up to 
USD4,400 pa per 
child, max 
US$13,200 pa per 
child.  
Tertiary – 
Boarding only up 
to USD4,400 pa 
per child up to 22 
yrs old, max 
US$13,200 pa per 
family. 

Up to FJD10,000 
per child up to a 
max of 
FJD20,000 per 
family per annum 
on a reimbursable 
basis. 

 
As with housing allowance, there are a number of local variations on the harmonised CROP policy, as might 
be expected given each agency’s unique circumstances and history. 
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7. Relocation Entitlement versus Position Benefit 
 
Throughout the discussions by Governing Committees and CROP agency management over at least the last 
ten years there has been continual reference to two opposing views of the purpose of housing and education 
allowances.  One side sees the allowances justifiable solely by relocation, and consequently available only to 
expatriates.  The other side maintains that the allowances are an integral part of the conditions of every 
professional staff member.  Budgetary considerations complicate the issue for both sides. 
 
The two views, expressed to our consultant, can be summarised as follows:  
 
•  Relocation Entitlement. The traditional view (put forward to our consultant by New Zealand and 

Australian representatives) is that the allowances are provided to assist (and entice) overseas recruits 
to move themselves and perhaps their dependants to the Pacific Islands.  If they were not provided at 
realistic levels (the argument goes), potential recruits with highly valuable skills would be discouraged 
from moving to Suva or other Pacific Island locations.  Comparison to either the Australian or New 
Zealand Public Service practice (the “reference” markets), supports the relocation argument, as 
housing and education assistance are provided by both Services to staff serving overseas, but (in 
general) not otherwise.  Proponents may be prepared to accept an argument for Fijians moving to Suva 
from (say) Vanua Levu, but say there is otherwise no logic to paying a local person (who may own a 
house in Suva already) because of the job they hold. 

 
•  Position Benefit.  This view holds that a staff member’s origin should be irrelevant.  Professional 

positions are advertised internationally, and, if a Fijian national is chosen as the best candidate and 
consequently appointed, they should not, in consequence of their nationality, be denied the benefits 
granted to an expatriate appointee. This view - linking entitlement to housing and education 
allowances to the professional position – represents the consensus of opinion of CROP agency 
management.   It is also the view of the Fiji Government, as expressed to our consultant. 

 
It is clear to any impartial observer that that each of these views, while opposed, has a clear basis in logic.  It 
would be logical (if there were no history to this issue) to establish housing and education allowances on 
either basis.  Either rationale could be argued and defended successfully. 
 
What is hard to justify in equity, however, is a position between the two extremes.  For example, the present 
Forum Secretariat practice of paying education allowance at one rate for expatriate staff, and a much lower 
rate for local staff is a pragmatic solution to budgetary constraints.  But its logic is flawed: if local staff are 
entitled to receive education allowance at all to support their children’s education, they can legitimately 
expect to qualify for the same rate of allowance as the expatriates they work with. 
 
It may be, however, that the division between the two views is approaching resolution.  At a recent meeting 
(16-19 November 2004) of the SPC Governing Council (CRGA) which includes all 14 members of the 
Pacific Islands Forum (plus 13 others) there was apparent acceptance of the link between housing/education 
allowance and position rather than expatriate status, as is shown by this extract from the minutes: 
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Recommendation 14 (housing and education allowance) 
 
50. With respect to Recommendation 14, the Secretariat feels that the current practice to grant housing 
and education allowances to professional staff who are nationals of host countries, should continue.  
 
51. During the discussion, the following points were made: 
 
• The Harmonisation Working Group were not able to reach a consensus on this issue. 
• SPC should not discriminate on the basis of nationality. 
• The allowances should be tied to the position, not the nationality of the incumbent. 
! • The Secretariat agreed to report to CRGA on the results of the independent advice being sought by the 

Chair of the Working Group on this issue. 
 
 
 
8. What People Said : Housing Allowance 
 
A number of other issues arose during our review of the historical context, and also in discussions with 
CROP managers and staff.  These matters are discussed in the following paragraphs. 
 
Housing Allowance Policy: OK. Most of those we consulted expressed the view that the policy regarding 
housing allowance is satisfactory, and that present practice (including giving the allowance to local 
professional staff) should continue unchanged. 
 
Level of Housing Allowance in Suva.  We received strong representations that the rate of housing 
allowance in Suva has not been increased for six years, despite serious escalation in housing rental rates.  
This message came from various groups of staff, and it was also acknowledged by CROP management.  We 
were also advised that Forum Secretariat staff pay at present between FJD800 and FJD4,000 per month for 
their accommodation.  Other areas (Noumea, Apia, Honiara) do not seem as badly affected, or operate 
different systems. 
 
Shared Responsibility for Housing Cost.  Virtually all the people who were consulted supported the 
continued sharing of the cost of housing between the individual and their employing agency.  We received 
no strong arguments against the current 25% staff/75% agency basis for cost allocation. 
 
Relationship to Family Size.  Somewhat surprisingly, there was widespread agreement among a majority of 
those we consulted (including the Forum Secretariat Staff Association) that the allowance should not be 
related to the number of dependants living with the staff person.  Most would prefer the current mechanism 
to continue unchanged. 
 
Relationship to Position.  There were similar views about hierarchical position – no one we consulted 
favoured varying entitlement to housing allowance according to position in an agency’s professional 
hierarchy.  There were however mixed views about the desirability of extending housing allowance to 
support staff (Grades A to H). 
 
Tax Status of Fijian Nationals.  There was universal agreement among those we consulted that the liability 
for tax of Fijian nationals produces an inequitable situation in relation to those staff.  This is aggravated by 
SPC’s enhanced tax-free status, which allows their Fijian staff to be tax-free also. 
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Home Security.  The difficult security situation in Suva imposes additional costs on householders, and this 
burden appears to be increasing with time.  Employees, particularly those arriving in Suva as strangers, need 
to be sponsored and assisted by the agency to ensure they are properly protected in a cost-effective manner.  
Premises should as a minimum have deadlocks, grilles and an alarm. 
 
 
9. What People Said: Education Allowance 
 
There were also strong views regarding the education allowance: 
 
•  Benchmark to Suva International School.  The relationship that has been maintained between Suva 

International School and the level of education allowance came in for substantial criticism.  The 
Forum practice of taking a seat on the Board of the International School was also strongly criticised, 
and identified by some as creating a conflict of interest.  An alternative benchmark would be preferred. 

 
•  Opposition to Differential Rates.  Considerable dissatisfaction was expressed with the decision of 

some agencies to pay much lower rates of education allowance to local professional staff than to 
expatriates.  These were described as divisive and discriminatory. 

 
•  Who are “Dependent Children”? Several of those consulted raised issues around staff who claim 

education allowance for “dependent” children who are part of the extended rather than the immediate 
family. 

 
•  Tax Status of Fijian Nationals. As for housing allowance, there was widespread concern at the 

anomalous situation under which Fijian nationals in the professional grades (already paid education 
allowance at a much lower rate) pay tax on the allowance. 

 
•  Staff Contribution to educational Costs.  On a number of occasions it was suggested that the current 

situation would be improved by staff sharing the cost of the education fees, perhaps using the 
25%/75% ratio in place for the housing allowance. 

 
 
10. Review of Market Best Practice 
 
In the tables at Appendix C we present the results of a study carried out for the CROP agencies by the 
International Consultants Centre, an associate company of Mercer Human Resource Consulting. 
 
The implications for best practice contained in the tables are summarised here for convenience: 
 
Outline of Best Practice Housing and Education Assistance 
 
The following notes describe normal and/or best practice in relation to the provision of housing and 
education assistance to employees: 
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General 
 
• It is not normal practice for organisations in Australia or New Zealand to provide housing or education 

assistance to employees who are normally local residents in the location in which they work.  Such 
assistance is normally reserved for those required to work beyond commuting distance from their 
normal place of residence (such as remote areas of the Northern Territory in Australia, or Waiouru in 
New Zealand, or overseas).  

 Note: Because of this, the remainder of the discussion of best practice in this chapter relates to the 
terms and conditions of expatriates only. 

 
• The underlying philosophy of many organisations for staff on international assignments is that the 

individual should not be financially disadvantaged in relocating for the organisation.  In other words, 
market practice is strongly supportive of meeting the costs that staff incur that are the consequence of 
a relocation. 

 
Housing Assistance 
 
• Many Government organisations provide free furnished housing to expatriates, often with a 

contribution from the individual. 
 
• Individual contribution is often set as a percentage of salary. 
 
• Rent should be reviewed annually, and increased in line with market movements. 
 
• Provision of housing should be based on family size. 
 
• Rent ceilings should be used, but with flexibility to meet specific needs of the location. 
 
• Assistance with finding housing should be provided for incoming staff by the local agency 

management. 
 
• Utilities should be either covered or included in the cost of living index (if used). 
 
Education Assistance 
 
• Education in host country should be provided for pre-primary, primary and secondary schooling, 

normally for children between age three and age nineteen.  Provision could be made for tertiary 
students studying for their first degree or up to age twenty two. 

 
• Rates should be set by benchmarking against either international or local government school, provided 

the available standard meets the benchmark standard in the home country.  
 
• Level of employment should not be taken into account in setting rates. 
 
• The organisation should pay school accounts directly to reduce cashflow burden on employee. 
 
• Where needed, boarding fees at a private school in the home country should be met.  Payment should 

be capped at 90% of the median range of schools. 
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11. Housing Allowance Options 
 
In reviewing the policy and levels of housing allowance, there are several dimensions to explore: 
 

•  Eligibility.  Who gets it? 
•  Formula.  What basis should be used to calculate entitlements? 
•  House Size.  Should family size influence the amount of allowance?  
•  Individual Contribution.  Should individuals make a contribution to their housing? 
•  Hierarchical Position.  Should level in the organisation influence the amount? 
•  Level of Allowance.  How much should they get? 

 
•  Eligibility 
 
There are several options in relation to who becomes eligible for the allowance: 
 

Option Description Pros Cons 
1: Present target group Allowance available to all 

staff in CROP Grades I to 
L, and to Grade M where 
housing is not provided as 
a condition of 
employment.  No 
provision to Grades A to H 
(unless required by local 
legislation). 

• Represents status quo, 
i.e., no change 
implications. 

• Generally accepted by 
staff as appropriate. 

• Consistent with agency 
management view. 

• Costs understood and 
already budgeted. 

• Breaches rule of HA 
provided as relocation 
benefit for expatriate 
staff. 

• Allowance taxed in 
hands of local staff, but 
not for expatriates. 

• Contrary to views of 
some Member 
Countries. 

2A: Abolition of housing 
allowance  

Allowance cancelled for 
new contracts for staff in 
CROP Grades I to L 
(unless required by local 
legislation).  Current 
arrangements continue till 
the end of present 
contracts  

• Substantial saving of 
funds which can be 
redeployed to other 
purposes. 

• Removes perceived 
inequity of providing 
HA for local staff in 
Grades I to L, but not 
for those in Grades A to 
H. 

• May become a 
disincentive to 
recruitment of 
outstanding staff. 

• Likely to cause 
dissatisfaction among 
incoming staff who see 
those on older contracts 
enjoying better 
conditions. 

2B : Replacement of 
Housing Allowance with 
Equivalent Increase in 
Base Salary  

Allowance cancelled for 
new contracts for staff in 
CROP Grades I to L 
(unless required by local 
legislation), and 
replacement with 
equivalent increase in 
Base Salary.  For staff 
unwilling to agree to this 
change, current 
arrangements continue till 
the end of present contract. 

• Simpler administration 
system. 

• Removes perceived 
inequity of providing 
HA for local staff in 
Grades I to L, but not 
for those in Grades A to 
H. 

• May in time become 
inflationary.  
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Option Description Pros Cons 

3: Relocation Allowance 
for Expatriates only  

Allowance available to 
expatriate staff in CROP 
Grades I to L, and to 
Grade M where housing is 
not provided as a condition 
of employment.  Present 
contracts of local staff in 
professional Grades will 
continue unchanged, but 
new contracts for local 
staff will not contain HA.  
No provision to Grades A 
to H (unless required by 
local legislation).  

• Marginal saving on 
budget for most 
agencies. 

• Re-establishes principle 
that HA is provided to 
assist expatriate staff to 
relocate in an unfamiliar 
environment.  

• Consistent with views of 
some Member 
Countries. 

• Contrary to both agency 
and staff views. 

• Likely to cause 
substantial 
dissatisfaction among 
local staff. 

4: Extension of target 
group to include Support 
Staff  

Allowance available to all 
staff in CROP Grades A to 
L, and to Grade M where 
housing is not provided as 
a condition of 
employment.  

• Consistent with views of 
some Member Countries 
and agency managers. 

• Accepted by many 
professional staff as 
appropriate. 

• Breaches rule of HA 
provided as relocation 
benefit for expatriate 
staff. 

• Additional costs to 
agency budgets. 

• Contrary to views of 
some Member Countries 
and agency managers. 

 
 
•  Calculation Basis for Entitlement 
 
Prior to the most recent round of CROP harmonisation, the housing allowance was calculated as a percentage 
(17% in Suva) of base salary.  
 
If (as CROP agencies and staff generally maintain) the housing allowance is seen as a benefit associated with 
a professional position, there is an argument in favour of all staff receiving the same allowance (as at 
present) regardless of their personal circumstances.  If on the other hand, the housing allowance is a form of 
relocation assistance, it should logically recognise the person’s actual needs, rather than use a notional 75% 
of a notional executive three bedroom house. 
 
At present the housing allowance makes no distinction between a staff member who is without dependants, 
and one who has a partner and several children.  Focus groups with the Forum Secretariat and with SPC 
indicated they were happy with this arrangement. 
 
Another alternative factor that was mentioned was hierarchical level in the organisation. 
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Options under this criterion (Calculation Base) are: 
 

Option Description Pros Cons 
5: Present arrangements Allowance adjusted 

annually to 75% of 
standard exec housing 
market. 

• Represents status quo, 
i.e., no change 
implications. 

• Policy generally 
accepted by staff, 
though payment level 
is generally thought 
low. 

• Consistent with 
agency management 
view. 

• Costs understood and 
already budgeted. 

• Fails to recognise 
actual needs. 

6: Return to % of salary Allowance calculated as 
a fixed percentage (e.g., 
17% gross) of salary.  
Variable percentage by 
hierarchical level (as 
FFA) if required.  Also 
may vary percentage in 
different locations. 

• Easy to budget.  
• Easy to administer. 

• Unrelated to either 
rental market or 
individual needs. 

7: Allowance scale related to 
family size  

Allowance set to meet 
individual needs & 
family circumstances.  

• Satisfies individual 
needs. 

• More complex 
administration. 

• May be seen as 
discriminatory against 
staff without familles. 

• More difficult to 
budget for. 

• Not supported by 
focus groups. 

 
 
•  Individual Contribution 
 
At present, because the housing allowance meets no more than 75% of the notional market rental, individual 
staff pay a minimum of 25% of their rent. (More generous arrangements exist in some agencies.) 
 
There was a general consensus among both CROP agency management and staff that however calculated, 
there should continue to be an individual contribution.  Many people felt that the 75%/25% split works well 
– or would if the notional market rental were realistic in the present Suva market. 
 
Under this criterion, then, there are two basic options: 
 
8. The individual makes a defined contribution towards her/his rent, or  
9. The employing agency pays the whole sum. 
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•  Level of Allowance 
 
There is general agreement, given the extraordinary inflation of the Suva rental housing market, that the 
current $1,500 per month is too low.  If a housing allowance is to be maintained, it needs to be set at a 
reasonable level, and with an effective indexation process that facilitates justifiable periodic increases. 
 
•  Discussion of Housing Allowance Options  
 

Who should be eligible for Housing Allowance? 
 
Of the possibilities considered (status quo, total abolition or subsuming into salary, expatriates only, 
extension to support staff),  Mercer’s preferred option would be to retain the present target group, i.e., 
all staff in professional grades I to M, regardless of origin or nationality, for these reasons: 
 
• Abolishing the housing allowance for new employees would be likely to make recruitment of 

suitable staff (especially from outside the Pacific Islands) much more difficult.  Employment by 
CROP agencies would be much less attractive without substantial compensatory increases in the 
salary offered.  

 
• If a higher salary were offered to compensate for the abolition of the housing allowance, it would 

be likely over time to become inflationary, and there would be no substantial cost reduction for the 
agencies.  The fact that housing assistance was being provided as part of the remuneration package 
would probably be forgotten in time by most staff. 

 
• Reverting to the previous practice of paying housing allowance only to relocating expatriates (even 

if current practice were grandparented) could be expected to adversely affect the morale of local 
staff, both professional and support.  Although agencies could “tough it out”, the consequences of 
an iconic action such as this, and the resulting differential conditions of staff working side by side, 
could have far-reaching effects.  The real cost to agencies (not just in dollar terms) could be severe.  

 
• Making housing allowance available to support staff would represent a substantial increase in cost 

to CROP agencies, and by extension to donor countries.  It is difficult to discern a potential return 
on such an investment, and the argument that justifies withholding this benefit from support staff 
because they are recruited in a different market is convincing. 

 
On balance then, Mercer favours retaining the status quo: all professional staff in grades I to M should 
remain eligible for housing allowance, regardless of origin or nationality. 
 
Calculation Basis for Entitlement 
 
Mercer believes the current principle underlying the calculation of housing allowance is correct, and 
accepted by both staff and management in the CROP agencies.  Alternative arrangements such as 
percentage of base salary linkages seem unjustifiable since salary bears no relationship to either what 
is being rented or what is happening in the local rental market. 
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Some issues have arisen in practice, however, in relation to the interpretation of the 25%/75% share of 
the rental and the meaning of the $1,500 per month maximum subsidy.  In the Forum Secretariat, 
housing allowance is capped at $1,500 per month.  In practice, however, because of the way the 
Secretariat has interpreted the principle, this $1,500 is both a minimum and maximum.  Staff receive 
the $1,500 per month allowance regardless of the cost of their accommodation. 
 
By contrast, in SPC and elsewhere, 75% of actual rent is paid up to the $1,500 per month maximum. 
 
Mercer believes that the current principle should be maintained, preferably with more frequent reviews 
and a more realistic level of subsidy, particularly for Suva-based agencies. 
 
Individual Contribution 
 
We received no submission suggesting there should be a change from the current rent sharing 25% 
employee/75% agency. 
 
Level of the Allowance 
 
The overwhelming weight of submissions we received from Suva-based agencies, both management 
and staff, was to the effect that the level of housing allowance is unrealistic in Suva, and needs urgent 
review.  This opinion is supported by even a cursory review of the Suva rental accommodation market. 
 
We also received confirmation from those we spoke to that there should be no variation in the 
allowance based on family size.  This view was strongly reinforced by the Forum Secretariat Staff 
Association. 
 
Mercer believes there should be a relationship between the level of housing assistance provided, and 
the staff member’s needs (i.e., family size).  We think however that basing the subsidy on the actual 
rental, using the 25%/75% rule and establishing to a realistic maximum subsidy will implicitly allow 
for variation according to family size. 
 
Other Factors affecting Housing Allowance 
 
Several other issues need to be considered in making decisions on housing allowance: 
 
Taxation Status of Fiji Nationals. Fijian nationals (other than SPC employees) pay tax on all 
remuneration received from their employer.  This external factor creates a de facto inequity between 
these staff and their expatriate colleagues, whose remuneration is tax-free.  Mercer believes that the 
CROP agencies should approach the Fiji Government and seek tax-free status for all local national 
staff, in recognition of the contribution the agencies are making to Pacific Island communities. 
 
Security. The safety of staff and dependants in their homes was an issue that was frequently discussed 
during consultations.  Our consultant heard anecdotes from staff (and managers) whose homes had 
been burgled in recent months.  Accordingly, Mercer believes that agencies need to increase the level 
of assistance provided to staff in this regard, both on first appointment and throughout their tenure.  

 



18 

12. Education Allowance Options 
 
There are a number of issues to be resolved in relation to the current education allowance, which create 
options that need to be considered by the Working Group: 
 
• Should there be any education allowance at all? 
• If not, should the CROP agencies compensate for it in Base Salary of those with children? 
• Should education allowance be paid solely to compensate additional educational costs incurred by 

CROP staff because they have relocated, or should it be part of a position’s total remuneration? 
• If education allowance is a relocation benefit, what per child rate should be paid, and how should rates 

be set and updated.  How many children should be paid for?  Should individual staff be expected to 
contribute to the cost (e.g., on a 75%/25% basis, as for housing allowance)? 

• If education allowance is part of each professional position’s total remuneration, how can non-
payment to those without children be justified?  

 
These considerations lead to a range of options for the future of the education allowance: 
 
•  Maintain the Status Quo  
 

Option Description Pros Cons 
1. Maintain 
status quo  

Agreed harmonisation policy is 
to pay Tuition/Boarding only. 
 
Fees claimable against receipts. 
 
Reviewed every three years to 
cover 100% fees F4-7 at 
International School for expats 
and Local levels for locals. 
 
Practice differs from agency to 
agency, and usually there is a 
maximum both per child, and 
in total (3 x per child max). 

• Represents status quo, i.e., 
no change implications. 

 
• Generally accepted by staff 

as appropriate. 
 
• Consistent with agency 

management views. 
 
• Costs understood and 

already budgeted. 

• Breaches rule of EA 
provided as relocation 
benefit for expatriate staff. 

 
• Differential rates accord 

with no principle, but are a 
purely pragmatic solution. 

 
• Allowance taxed in hands 

of local staff, but not for 
expatriates. 

 
• Contrary to views of some 

Member Countries. 
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• Abolish Education Allowance 
 

Option possible Description Pros Cons 
2A. Abolish 
education allowance 
completely  

Existing contracts will be 
honoured, but new 
contracts will contain no 
EA provisions. 

Substantial saving of funds 
which can be redeployed to 
other purposes.  
 
Removes perceived inequity of 
providing EA for local staff in 
Grades I to L, but not for those 
in Grades A to H. 

May become a disincentive 
to recruitment of staff with 
children. 
 
Likely to cause 
dissatisfaction among 
incoming staff who see 
those on older contracts 
enjoying better conditions. 

 
•  Replace with Increase in Base Salary or Total Remuneration 
 

Option Description Pros Cons 
2B. Abolish education 
allowance, and replace 
by commensurate 
increase in Base Salary 
or Total Remuneration  

Existing contracts will be 
honoured, but new 
contracts will contain no 
EA provisions.  
Salaries/total remuneration 
for positions will be higher 
to compensate for EA 
removal. 

Simpler administration system. 
Removes perceived inequity of 
providing EA for local staff in 
Grades I to L, but not for those 
in Grades A to H. 

Increases in salary or total 
remuneration will need to 
be paid to all staff, not just 
those with children – hence 
greater cost. 
 
May in time become 
inflationary. 
 
May become a disincentive 
to recruitment of staff with 
children. 

 
•  Restrict to Expatriate Staff Only 
 

Option Description Pros Cons 
3. Education 
allowance available for 
expatriate staff only. 

Present contracts 
honoured.  For new 
expatriate contracts, 
present arrangements 
apply, but provisions for 
local staff removed. 

Accords with views of some 
member countries that EA 
should be on relocation only. 
 
Cost savings. 

Contrary to views of CROP 
management. 
 
Local staff dissatisfaction 
can be expected. 
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• Revised Policy and Rates 
 

Option Description Pros Cons 
4. Education allowance 
similar to present 
arrangements, but with 
more equitable policy and 
revised rates. 

Present contracts to be 
honoured.  For new 
contracts, EA linked for all 
professional staff to F7 at a 
local Suva school or USP 
Foundation level.   
 
Maximum family limit 
removed. 

Consistent approach to all 
professional staff, 
removing inequities 
associated with differential 
rates for expatriate & local 
staff  

Expatriate staff who wish 
to use the Suva 
International School will 
need to supplement the 
allowance. 
 
Renders formal link 
between Forum Secretariat 
and the International 
School unnecessary. 
 
Increase costs. 

 
 
•  Discussion of Education Allowance Options 
 
 Should there be an Education Allowance? 

 
Unlike housing allowance (which applies to all staff), education allowance affects only those who 
have dependent children of school age, but there are enough staff in this circumstance to mean that 
abolishing the Allowance would lead to a considerable cost saving for agency budgets.  However, the 
downside of doing so would be the potential disincentive for recruits from overseas, who would have 
to accept the unquestionably higher education costs that result from working as an expatriate. 
 
Replacing education allowance with an increase in Base Salary would create additional costs, as those 
in the same grade without children could not be refused the same salary increase without serious 
consequences for morale. 
 
On balance, Mercer believes that the education allowance serves a valid purpose in terms of the CROP 
agencies’ business strategies, and accordingly should remain. 
 
Who should get Education Allowance? 
 
Currently all staff in the professional grades receive education allowance if they have dependent 
children of school age, regardless of their origin or nationality. 
 
Many of the general arguments discussed in relation to housing allowance can be applied equally in a 
discussion of education allowance options. This is particularly true in relation to arguments in favour 
of compensation for relocation versus a benefit of position. 
 
As with housing allowance, a traditional approach would pay education allowance only to staff with 
children who were relocating from overseas.  However, given the increasing number of local 
professional staff, CROP agencies have become uncomfortable with the apparent inequities involved 
in the purist approach, and argue strongly for payment to all professional staff on the basis of internal 
equity.  In fact the agencies have for several years paid the Allowance to local staff as well as 
expatriates. 
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As with housing allowance, the consequences of the agencies reverting to a policy of paying education 
allowance only to expatriates could be severe, particularly in terms of the morale of local staff.  There 
is sufficient logic in the “benefit of position” argument to ensure a degree of resentment among staff if 
their current benefits were removed, or even deleted from new contracts. 
 
Mercer believes the current policy of providing education allowance to all professional staff with 
school age children, regardless of origin or nationality, should continue. 
 
Inequity of Differential Rates 
 
The situation that has developed with education allowance is an unfortunate mixture of the two 
approaches.  Local nationals in the professional grades receive education allowance in respect of 
dependent children (i.e., a benefit of their position), but they receive a far lower rate of allowance than 
expatriates – a de facto acknowledgement, in effect, of the validity of the relocation argument. 
 
Mercer believes that paying differential rates of education allowance on the basis of nationality is 
unjustifiable in principle, and formalises a first class/second class relationship that must be 
counterproductive.  This was also a widely held view that was forcefully expressed to our consultant 
during the consultation process. 
 
Mercer believes that differential rates of education allowance should be removed, and replaced by a 
single rate or scale of rates that takes no account of local or expatriate. 
 
Basis for Calculation of Rate(s) 
 
Several sources we consulted advised that the current maximum education allowance (FJD13,706 per 
child, FJD41,118 per family per annum) is too high, and is being unduly driven by the charges made 
by the single benchmark, 100% of fees for Form 4 – 7 at the International School in Suva.  In 
discussions with staff and managers, there was considerable disquiet at these charges, and it was 
suggested that other benchmarks should be found. 
 
Mercer agrees that reliance on a single benchmark school is undesirable, and may lead to unduly high 
rates of education allowance.  We agree with the 1994 Ruhen Report which suggested there should be 
several benchmark schools.  Nominating specific schools is outside the scope of this study, but we 
believe the chosen benchmarks should include schools from each of the CROP “reference markets”: 
Australia, New Zealand, and Fiji. 
 
Mercer is able to assist further with this issue in a separate project if required. 
 
Individual Contribution 
 
Strong suggestions were made during the consultation process that there should be a similar 
arrangement for a contribution by the staff member towards the costs of educating their children, with 
a similar 25%/75% rule to that applying to housing allowance. 
 
Mercer agrees in principle with this proposal, and recommends it for consideration by the Working 
Group. 
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How many children? 
 
Currently the maximum education allowance is calculated on a family with three school age children, 
although this maximum payment can be spread across more than three dependants, provided the 
maximum is not exceeded. 
 
Mercer believes this approach is flexible enough to allow for individual circumstances, while avoiding 
an “open cheque”. 
 
What can be funded? 
 
During the consultation, our consultant heard arguments asking for greater flexibility in the range of 
items that can be funded by the education allowance.  One suggestion, for example, was that a student 
at a local school should be able to have a computer purchase (for study purposes) funded by the 
education allowance. 
 
Mercer believes that such decisions by CROP agency management would pose no threat to 
harmonisation principles, provided the agreed child/family maxima are not exceeded. 
 
Other Issues 
 
Other relevant issues include: 
 
• Taxation Status of Fiji Nationals.  See comment under housing allowance.  Mercer believes that 

the CROP agencies should approach the Fiji Government and seek tax-free status for all local 
national staff, in recognition of the contribution the agencies are making to Pacific Island 
communities. 

 
• Tertiary Students.  FFA provides assistance to employees to pay for boarding a child up to age 22 

years while they are attending a tertiary institution.  FFA justifies this practice on its unique 
situation, but in fact best practice (as shown in the ICC market survey at Appendix C) recognises 
the needs of families with a student studying for their first degree and/or up to age 22 years.  
Mercer recommends this practice for consideration by the Working Group. 

 
• “Dependent Children”.  It was suggested more than once that some staff have been exploiting the 

education allowance, either through a too-loose definition of “Dependent Children”, or inadequate 
management controls over the use of the Allowance.  Mercer recommends that agencies review 
their situations to determine whether there is actually a problem. 
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13. Conclusions and recommendations 
 
•  Conclusion 
 
The Agencies need to balance a number of issues in considering how to deal with these allowances: 
 
• The remuneration principles, including harmonisation; 
• Recruitment and retention; 
• Cost, in both dollar terms and morale (which could affect the recruitment and retention); 
• Market and best practice. 
 
The guiding principles for the CROP Agencies harmonisation and remuneration note the following: 
 
• The “remuneration system adopted by the agencies will be robust, fair, and competitive and allow for 

the recruitment and retention of talented, skilled and motivated people focused and committed to the 
vision of the Members and delivery of agency goals”. 

• “……….the system must be equitable to both the Members and to staff”. 
• “As a responsible and good employer, the CROP agencies will provide appropriate terms and 

conditions including benefits and allowances in addition to take-home pay.” 
 
Mercer makes the following recommendations based on the principle that the CROP agencies are recruiting 
specialist staff in a global “mobility” market and need to attract staff in light of their options for employment 
elsewhere in the world. Our recommendations therefore take a position-based approach to both the 
allowances, and address a number of the inequities in the existing application, some of which will reduce 
costs while others may increase costs. Cognisance of market and best practice is taken, while bearing in mind 
the impact of potential changes on morale and recruitment and retention. 
 
•  Specific Recommendations 
 
Based on the review we have undertaken, Mercer makes these recommendations for consideration by the 
CROP Working Group: 
 
Term of 
Reference: 

“Specific recommendations regarding the inclusion or otherwise of housing and 
education allowances in the CROP remuneration arrangements”  

 
1. Both housing and education allowances should continue to be paid by the CROP agencies. 
 
2. Both housing and education allowances should in future be regarded as benefits associated with 

appointment to a professional grade (i.e., Grades I to M). 
 
3. Payment of either housing or education allowance should no longer be regarded as compensation for 

staff who relocate in order to take up an appointment at a CROP agency. 
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Term of 
Reference: 

“Specific recommendations regarding which staff, if any, should be entitled to housing 
and education allowances”  

 
4. Housing allowance should be paid to all staff who hold appointment in a CROP agency in a 

professional grade (i.e., Grades I to M). 
 
5. Education allowance should be paid to all staff with school age dependent children who hold 

appointment in a CROP agency in a professional grade (i.e., Grades I to M). 
 
6. Neither housing nor education allowance should be paid to support staff in the CROP agencies (i.e., 

Grades A to H). 
  
Term of 
Reference:: “Specific recommendations regarding the level of housing and education allowances” 

 
7. The policy of setting the maximum value of housing allowance at 75% of the monthly rental for a 

standard three bedroom executive house should continue unchanged. 
 
8. A new survey of the rental housing market in Suva should be carried out urgently to ensure that the 

maximum available housing allowance is set at a realistic figure.  The survey should be carried out by 
a reputable local real estate firm, sponsored by PIFS, and supervised by a steering group comprising 
representatives of PIFS management and the Staff Association. 

 
9. CROP agencies should be responsible (however its administration is organised) for paying 75% of the 

actual rent on each eligible employee’s accommodation, up to the set maximum Allowance. 
 
10. There should continue to be no explicit linkage between the rental subsidy paid by an agency, and the 

individual employee’s family size or hierarchical position. 
 
11. A new multi-school benchmark should be established as the basis for the maximum education 

allowance to remove the reliance on the single benchmark currently in use.  The benchmark schools 
should be selected from the CROP remuneration “Reference Markets”: Australia, New Zealand, and 
Fiji. 

 
12. The current education allowance structure of a maximum rate per child per annum with a maximum 

rate per family per annum being calculated at three times the per child rate should continue. 
 
13. Employees should in future be asked to contribute 25% towards the cost of their children’s schooling.  

The maximum education allowance should be set at 75% of the benchmark rates (maximum per child, 
maximum per family) once they have been established. 

 
14. Differential rates for education allowance for local staff and expatriates should be abolished.  In 

future, all professional staff (i.e., Grades I to M) should be eligible for the same level of education 
allowance (in the same family circumstances). 
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Term of 
Reference:: “To suggest alternatives or options, if these exist, and their merits” 

 
15. The Fiji Government should be approached to seek tax-free status for all CROP agency employees, in 

recognition of the contribution made by the agencies to Pacific communities. 
 
16. A new “Security Fit out Allowance” should be established, at least for Suva-based missions, to ensure 

that incoming employees are able to install at least basic security features in their accommodation: 
deadlocks and grilles on doors and windows, and if necessary, an alarm system. 

 
17. The Working Group should investigate further the possibility of meeting some costs associated with 

tertiary study by a dependent child of a CROP professional employee, with a view to matching best 
practice. 

 
18. CROP agencies should review their definition and practice regarding “Dependent Children” to ensure 

that payment of education allowance in each case is appropriate. 
 
19. Agency management should be advised that provided the set maximum rates of education allowance 

are not exceeded, there is to be a degree of flexibility in the administration of education allowance, 
provided always that the business purpose of what is proposed (i.e., it must contribute to the core 
education of the child) is maintained. 
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APPENDIX A 
 

CROP HARMONISATION AND REMUNERATION – GUIDING PRINCIPLES  
AND STRATEGIES 

 
 
Shared Commitment to and Understanding of Harmonisation Principles 
 
1. The Governing Bodies of the CROP agencies reaffirm the usefulness of harmonisation as a means of 

simplifying their oversight of agencies, providing more robust, joint corporate policy development 
processes and allowing cost sharing across the agencies. The Governing Bodies recognise that 
harmonisation can lead to opportunities for on-going integration, increased equity and reduced scope 
for competition between agencies. Harmonisation in the human resources and remuneration context is 
defined as alignment of key principles and philosophies and specifically includes salary structure, 
benefits, review processes and performance management.  

 
2. Harmonisation, to be most effective in practice, should be seen as a flexible guideline for participating 

agencies rather than a set of rules of implementation that must be rigidly applied. Harmonised 
positions should be the starting point for all CROP agencies, and wherever possible they should be 
adhered to. But where harmonisation cannot meet the business needs of agencies, other options may 
be explored.  Each CROP agency will choose its own mode of implementation of the CROP agreed 
harmonised principles based on its needs resulting from its own particular situation and location.  
CEOs will report to their Governing Bodies on deviations from CROP common practice. 

 
Remuneration Principles 
 
3. The Governing Bodies are committed to a remuneration policy that provides for pay for performance 

related to the reference markets and which is affordable.  They agree that the CROP remuneration 
system adopted by the agencies will be robust, fair, and competitive and allow for the recruitment and 
retention of talented, skilled and motivated people focused and committed to the vision of the 
Members and delivery of agency goals.  They further agree that the system must be equitable to both 
the Members and to staff. 

 
4. Each CROP agency’s reward and recognition system will have the active support and commitment of 

staff, management and Members, will be open and transparent, and easy to understand and administer.   
Furthermore, the systems will be consistently applied, flexible, affordable and related to the market 
with pay being directly linked to performance. 

 
Implementation Strategies 
 
5. The guiding strategies the CROP agencies will use to implement the above principles are: 
 
 a) All positions will be sized using a CROP wide job evaluation methodology to determine into which 

of the broad-banded salary ranges the positions will be placed. Regular independent validation of 
job descriptions will be undertaken. 

 
 b) To ensure the salary ranges remain affordable for Members and CROP agencies and equitable to 

staff, external relativity and competitiveness will be maintained through an objective and 
systematic benchmarking process which will annually assess reference markets and recruitment 
and retention statistics together with consideration of the Members and CROP agencies ability to 
pay. This assessment will consider the tax exempt status of some of the agencies’ staff. 
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 c) The mid-point of each range will represent the fair level of remuneration for competent 
performance in any position sized into that range. Therefore: 

 
  i) Remuneration on appointment will normally be in the lower half of the salary range.  In 

exceptional circumstances, the CEO has discretion to apply a market allowance as inducement, 
over and above base salary in order to secure staff with either scarce or highly sought-after 
skills. 

 
  ii) The link between remuneration and performance will be open and transparent; the remuneration 

of staff who have demonstrated competent performance will be progressed towards the mid-
point; only staff who have demonstrated exceptional performance will be progressed beyond the 
mid-point; and staff whose performance is less than satisfactory will not be progressed. 

 
 d) Bonuses, if used, will be provided in recognition of one-off outstanding achievements. 

Improvement in competency and performance will otherwise be rewarded through base pay. 
 
 e) As a responsible and good employer, the CROP agencies will provide appropriate terms and 

conditions including benefits and allowances in addition to take-home pay. 
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Professional Staff Remuneration Arrangements – Summary 

To provide a fair, equitable and competitive remuneration package 
Salary and Benefits  Relocation Provisions  Other Terms and Conditions  

To recruit and retain talented, 
skilled and motivated people. 

To assist with disruption 
arising from relocation. 

To clearly define entitlements and 
provide clarity to the employment 

relationship  

Salary 
Recruitment and 
Repatriation Allowances  Contract Terms  

- Salary on appointment 
- Travel on recruitment and 

repatriation - Duration of contract 
- Salary review on 

performance 
- Freight expenses on 

recruitment and repatriation - Termination of contract 
Benefits - Establishment allowance - Working hours 
- Superannuation/Provident 

fund 
- Accommodation on 

recruitment and repatriation - Class of travel 
- Health insurance - Repatriation allowance  
- Life and disability 

insurance Family Provisions Leave 
 - School holiday travel - Annual leave 
 - Home leave travel - Sick leave 
  - Other leave 
  Location Specific Provisions 
  • Apia 
   - COLDA 
  • Honiara 
   - COLDA 
   - Retention allowance 
   - Location allowance 
   - Annual home leave 
   - Annual leave - five extra days 
   - Sick leave - six extra days 
  • Noumea 
   - COLDA 
   - Child allowance 
   - Adoption allowance 
  •Pohnpei 
   - COLDA 

 
Note: In addition to the above, housing and education allowances are also provided for. 



30 



31 

APPENDIX B 
 

HISTORICAL CONTEXT FOR HOUSING AND EDUCATION ALLOWANCES: 
SUMMARY OF DOCUMENTARY REVIEW 

 
 
From the early 1980’s (and possibly before), terms and conditions for staff in the Forum and other agencies 
were reviewed every three years.  In general, arrangements reflected Public Service policies – for expatriates, 
this meant conditions consistent with those in the Australian or New Zealand Public Service.  
 
A review by Hay Management Consultants in 1988 made recommendations along more commercial lines.  
These recommendations were not readily accepted in their entirety by governing committees.  
 
A further review was undertaking in 1990 by AIDAB (Mr R Tinning).  The focus of this exercise was to 
regulate all organisations in to the same review cycle, and implement a common set of remuneration 
principles.  These principles were applied to the Forum in the first instance, and then extended to other 
agencies. 
 
Deloitte Touche Tomahtsu (1994Ruhen Report)  
 
In 1994, Mr Doug Ruhen, a senior consultant with Deloitte Touche Tomahtsu, was commissioned to 
complete a review of terms and conditions for “contract” staff (now known as “professional” staff).  In his 
report (the “Ruhen Report”), Mr Ruhen made a number of far-reaching recommendations: 
 
Accommodation Assistance 
 
• Accommodation assistance should be implemented for all contract postholders. 
• The assistance provision should be up to a level defined as “the difference between the minimum rent 

and 95% of the Benchmark Market Rental Value established for the class of accommodation that has 
been occupied. 

• The minimum level of rent be set as follows: 
 - 4 BR = 15% of base salary 
 - 3 BR = 12.5% of base salary 
 - 2 BR = 11.5% of base salary  
 - 1 BR = 10% of base salary  
• Contract officers, who occupy accommodation in which they, or their immediate family, have an 

ownership interest, should receive accommodation assistance based upon an independent assessment 
of the fair market rental value.  The level of assistance should not exceed mortgage interest 
repayments. 

• A fair market rental value should be independently determined for accommodation supplied by the 
organisation. 

• Where an officer does not utilise the level of assistance to which he/she is entitled, he/she should 
receive a payment equivalent to 75% of the unused entitlement. 

• In the case of husband/wife appointments, only one of the couple should receive this assistance and 
the payment equivalent to 75% of the unused entitlement will be issued only once. 

• Benchmark accommodation should be selected and agreed with the Governing Committee.  An 
independent assessment should annually determine the Market Rental Value of the benchmark 
accommodation. 

 
Ruhen listed his objectives in making these recommendations.  One of them is especially relevant to the 
current study: “Eliminate a remuneration inequity between local and expatriate contract officers”.  Ruhen 
was well aware of one of the major issues that led to the current review: the need to resolve inequities 
between local and expatriate staff. 



32 

Expatriate Allowances – Education 
 
The Ruhen report also made several recommendations regarding education allowance that are relevant to the 
current review: 
 
• An education allowance up to F$6,000 /child per annum be provided to assist with the actual 

education costs of their dependent children (these costs include tuition fees, boarding fees, and 
compulsory extra-curricula activities organised by school authorities.  In Noumea the dependent 
children should also be able to include the cost of private tuition in French). 

• The allowance should be reviewed triennially, and factored by the relative cost of living adjustment. 
• Adjustment to the allowance amount should be based upon fee movement that has occurred in 

benchmark schools, to be defined by SPOCC.  The weighted average of the fee movement over all 
benchmark schools may be an appropriate statistic. 

 
Mercer Cullen Egan Dell (1999)  
 
In 1999 the Pacific Islands Forum Officials Committee (FOC) sought advice from Mercer HR Consulting 
(then Mercer Cullen Egan Dell) on the development and implementation of transparent market-driven 
remuneration methodology for staff.  The primary objectives of the assignment were to: 
 
1. Develop a systematic approach to remuneration that was transparent and simple to use. 
2. Provide the agencies with an effective and common tool to manage remuneration. 
3. Recommend a system that could integrate all the current remuneration management practices from 

across the agencies. 
4. Provide flexibility to allow management responsiveness to constant changes. 
5. Assist stakeholder understanding of contemporary remuneration management practices. 
 
The reviewers made only a general recommendation in relation to benefits: 
 
The current benefit regime be reviewed and rationalised to ensure consistency across all agencies. 
 
However, they made additional comments on housing and education allowances in the body of their report: 
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Item Secretariat/CROP practice Mercer Cullen Egan Dell comments 

Education 
allowance 

Various levels of assistance  Market practice is for employers to meet the cost 
of education in an international or private school 
for school aged dependants 

Housing 
allowance  

Rental assistance provided to 
contract local staff. No assistance 
provided for local staff except in 
Noumea. 

Mixed market practice for expatriates. Best 
practice is a ‘balance sheet’ approach where 
housing costs at home and abroad are equalised 
to ensure the expatriate is no better or worse off 
in regard to housing costs. However, despite a 
commitment to this approach, provision of 
housing or housing subsidies is common. 

 
 
Mercer Human Resource Consulting (2003) 
 
A further exercise was undertaken by Mercer in 2003, to meet the planned requirement for a triennial review 
of pay and conditions.  However, the aim of the assignment was broadened to include a review the 
implementation of the remuneration structure proposed in 1999, including a review of the job sizing of 
selected positions, and remuneration levels and conditions of service. 
 
No specific recommendations were made in respect of housing or education allowances in this review, other 
than continuing the three-yearly comparison to the Australian Public Service (APS). 
 
Housing and education practice at different levels in the APS were tabulated in the report: 
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Benefit and  
CROP Principle 

Recommended CROP 
Harmonised Conditions Mainstream APS Comparison 

3. Housing 
 To ensure that all 

contract staff have access 
to a reasonable standard 
of housing appropriate to 
their position 

Rental assistance of 75% 
of typical rent of expat. 
executive furnished 
housing and adjusted to 
local market rentals 
annually. 

100% of accommodation is provided by 
organisation in all cases. The standard of 
housing is provided based on different levels 
of staff 
APL 1&2 –standard accommodation( up to 
150 sq. metres) 
APL 3,4,5-intermediate accommodation(up to 
180 square metres) 
APL 6,7,8-executive accommodation(up to 
230 square metres) 
- The rental ceilings are set by reviewing 
expatriate market data by third party source 
i.e. ECA or Mercer 
- By looking at current market rental data 
from overseas offices 
- Accommodation factors specific to Austrade 
employees. 
Employees can choose to occupy a 
lower/higher standard of accommodation, in 
the case of lower standard org. will pay the 
exact rent i.e. employee cannot pocket the 
difference and in the case of adopting a higher 
cost accommodation employee can pay more 
out of own pocket over and above allowance. 

17. Education allowance 
 To allow contract staff to 

have children educated to 
an international standard 
(i.e. expatriate staff) and 
to National standards for 
local staff.  

Tuition/Boarding only 
Fees claimable against 
receipts. 
Reviewed every three 
years to cover 100% fees 
F4-7 at International 
School for expats. and 
Local levels for locals. 

Objective is to provide employee’s children 
with access to a set level of education whilst 
employee is on an overseas assignment. 
Education assistance applies to pre-primary, 
primary and secondary schooling. 
Benchmark schools are determined by HR in 
each host location, or home location if 
children remain at home.  This is done to 
determine the financial limit of education 
assistance. 
If children remain at home boarding assistance 
would be provided. 

 
Forum Officials Committee Decisions 
 
The issues surrounding both housing and education assistance to staff have been controversial for many 
years, evidenced by the number of discussions and decisions recorded by the Forum Officials Committee 
(FOC).  An indicative sample of FOC decisions is included in the following paragraphs: 
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•  Housing Assistance 
 

Date Item Content 

30 Nov 94 FOC Budget Session Approved rental assistance of 17% of base salary with 
minimum assistance of $1,000 per month. 

30 Nov 94 Agreed Record FOC 1994 

Fiji stated that … it believed that housing allowance should 
be provided to all contract officers regardless of nationality.  
It stated that housing allowance was not a relocation issue but 
was part of the overall package. 

30 Nov 94 Agreed Record FOC 1994 

Nauru stated that it did not agree with … housing assistance 
not being provided to nationals of the host country.  It noted 
that when the Forum Secretariat was first established the 
housing allowance was provided to all staff.  This was later 
changed. 

30 Nov 94 Agreed Record FOC 1994 

New Zealand stated that it did not see the issue in the same 
light.  There was an important principle at stake.  housing 
allowance was provided in order to ensure that the 
organisation could attract personnel from outside Fiji.  It did 
note, however, that there might be a case for those who 
moved to Suva from other parts of Fiji.  There was a need to 
prevent distortions and inequities creeping into systems of 
terms and conditions.  The Chairman suggested that the 
Committee leave the consideration of entitlement to housing 
allowance to the Secretary General to determine on the basis 
of equity. 

3 Dec 97 Agreed Record FOC 1997 

The minimum housing allowance be set at $1,100 per month 
w.e.f. 1 Jan 98.  The minimum HA be adjusted annually in 
line with the movement in the housing component of the Fiji 
CPI. 

20 Mar 00 FORSEC Circular 55/01 

The housing allowance has been set at a flat rate of F$1,500 
per month in line with the FOC decision that the housing 
allowance be adjusted annually to align with 75% of rent of 
typical expatriate executive furnished housing in the Suva 
market. The figure is based on survey material provided by 
Rolle Valuers.  It is however proposed for review at the next 
meeting of the Working Group. 

28 Apr 04 CROP Harmonisation 
Working Group  

The WG acknowledged that it was important to clearly define 
what all staff are entitled to irrespective of their positions and 
personal circumstances.  If the principles key principle were 
equity and fairness, then it would mean both support and 
professional staff was entitled to the benefits. 
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• Education Allowance 
 

Date Item Content 

30 Nov 94 FOC Budget Session  

Education allowance up to FJD6,000 per child up to a 
maximum of FJD18,000 per family claimable against receipts 
(non Fiji citizens only).  One org has up to USD6,500 for up 
to three children, and one org has no limitations on number of 
children. 

3 Dec 97 Agreed record FOC 1997 

The Committee decided that … The reimbursable education 
allowance limits be set at $7,905 per child and $23,715 per 
family w.e.f. 1 Jan 98. The EA to be recalculated annually to 
cover 110% of the compulsory costs of Forms 4 - 7  at the 
International School in Suva 

20 Mar 01 FORSEC Circular 

For expatriate executive/professional staff, education 
allowance has been set at F$11,330 per child per annum up to 
a limit of F$33,990 per family.  This is in line with the FOC 
decision that the education allowance be set at 100% of 
compulsory Form 7 fees at the International School in Suva. 

20 Mar 01 FORSEC Circular 

For local executive/professional staff (Fiji citizens), the 
allowance is set at F$2,500 per child, per annum up to a limit 
of F$7,500 per family.  This is in line with FOC decision that 
education allowance for local executive/professional staff be 
set at local levels.  This is interpreted as being local Form 7 or 
equivalent (eg. USP Foundation level) fees. 

 
Despite the reference in this FORSEC Circular to a FOC decision to allow education allowance to local 
executive/professional staff, our consultant was unable to find any empowering decision in the FOC minutes.  
When queried, the Forum Secretariat replied that the staff regulations were presented to the 2001 Budget and 
Work Programme Session of the Forum Officials Committee and these were approved.  However it appears 
that no specific recommendation to grant education allowances to local staff was ever made to the FOC for 
their approval.  
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APPENDIX C 
 

HOUSING AND EDUCATION ASSISTANCE: SUMMARY OF MARKET BEST 
PRACTICE 
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