WORKING GROUP 2 SUMMARY

SUSTAINABILITY OF THE PUBLIC
SERVICE PENSIONS FUND




. 1.00 BACKGROUND

. A Public Service Pensions Fund (PSPF) is a defined
benefit scheme for public servants - civil servants,
security and police, defense forces, teachers and
. judiciary.
y A Established by Cap 260 of the Laws of Zambia ( Act
. No. 35 of 1996).
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A Total membership as at 31st March 2009 was 170,000
. members: ( 107,000 active and 63,000 pensioners
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and beneficiaries).

A Financing mechanism : 14.5% (7.25% employer and
. 7.25% employee)
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.2.0 CRITICAL ISSUES IDENTIFIED
4
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%0 Pension is structured in the current constitution (Article 124 which
guarantees the pension benefits and individual rights) and at the same
time ensures that these expenditures are paid from general revenues of
the Repubilic.

%0 Present benefit structure is not sustainable and fails to prevent destitution
of most pensioners, 70% getting less than K100,000 per month. (Payroll
Bill - K10 billion)

%0 67% Gratuities get most resources without lasting effect.
%0 33% remaining (reduced( pensions are poorly indexed.
%0 Benefit formulae has major inequities in relation to paid contributions

%0 Scheme was closed to new entrants in February 2000. Thus, there are no

new contributors to balance the rapidly increasing stock of retirees and
pensioners x(demographic and fiscal burdens magnified).
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