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1. INTRODUCTION 

 All modern societies must address the issue of looking after the 

elderly. 

 In traditional Africa, the extended family and the community 

took this responsibility upon themselves to a large extent, but in 

recent times, this has come under extreme pressure due to 

urbanisation, industrialisation and migration. 

 Pension Schemes have now become a necessary substitute as 

an old-age income security system, as well as a modern 

mechanism to provide retirement income to the aged for the 

maintenance of their standard of living, and thus, reduce old-

age poverty. 

 

 



INTRODUCTION (Cont.) 

 Such formal retirement mechanisms can be described as a 

transfer and long-term savings mechanism aimed at securing an 

income for elderly people. 

 

 Formal retirement mechanisms are generally classified into four 

types namely: Social Assistance Schemes, Social Insurance 

Schemes, Occupational Pension Schemes and Voluntary Personal 

Pension Schemes 

 



INTRODUCTION (Cont.) 

 Informal mechanisms also exist for providing income in old-age. 

This refers to mechanisms that are not established through 

legislation or formally regulated. They are normally accessed by 

people outside the formal sector of the economy. 

 Such informal mechanisms are a bit difficult to identify and to 

classify, because of their smaller scale; and also, the absence of 

clear and documented rules for their operation. 

 

The focus of this Presentation is to share Ghana’s 

experience at instituting and administering a three-tier 

Pension provision structure - with a focus on Occupational 

and other Private Pension schemes. 

 



2. GHANA – COUNTRY CHARACTERISTICS 

 The country Ghana is located on the West Coast of Africa, and 

just north of the Equator. The Greenwich Meridian passes close to 

the capital city of Accra. 

 It has an Area of 238, 538 square kilometres, about the same size 

as Great Britain. 

 The Climate is tropical, with typical rainy and dry seasons. 

 Accra is the Capital City, with an estimated population of 3.7 

million 

 Government Type: Democracy - with current Constitution 

promulgated in 1993 to establish the 4th Republic. 



GHANA – COUNTRY CHARACTERISTICS (Cont.) 

 Executive Authority is vested in the President (with a 4-year term) 

with legislative functions vested in a 275-Member Unicameral 

Parliament. 

 The Population (in 2014) is estimated to be 27 million, with a 

growth rate of 2.5% per annum. 

 Active Workforce: 11.1 million, with about 57% in agriculture and 

fishing. 

 Health: Life Expectancy is 68 years for women and 63 years for 

men, infant mortality is 38.5/1000 live births.  

 Official Language is English, with the literacy rate being 71.5%. 



GHANA – COUNTRY CHARACTERISTICS (Cont.) 

 Per Capita GDP (2013): US$ 1,858 

 Inflation Rate (May 2015): 16.3% 

 Natural Resources: Gold, diamonds, bauxite, manganese, timber, 

oil 

 Agriculture: Cocoa, coffee, sheanut, pineapples, wood products. 

 Major Trading Partners: UK, USA, France, China, India, Nigeria, La 

Cote d’Ivoire. 



3. HISTORICAL DEVELOPMENTS ON PENSIONS 

 In Ghana, the public sector pension scheme (often referred to as 
CAP 30) emerged as a colonial legacy, drawing its authority from 

the Pensions Ordinance No. 42 of 1950, which forms Chapter 30 of 

the 1950 British Colonial Ordinances under which the British 

Government administered the then Gold Coast colony – now 

called Ghana. 

  The Pensions Ordinance was promulgated in 1950, but took 

retroactive effect from 1st January 1946.  

  The Scheme was an arrangement for guaranteeing a reasonably 

comfortable and decent life, as well as the economic and social 

security of both pensionable and non-pensionable officers retiring 

from the Colonial Civil Service, through the payment of pensions, 

gratuities or annual allowances. 



HISTORICAL DEVELOPMENTS ON PENSIONS (Cont.) 

 The CAP 30 Pension Scheme was originally non-contributory and 

intended to be a reward from the Colonial Government to Civil 

Servants after a minimum of 10 years unblemished and loyal service at 
the voluntary retirement age of 45 years, or on attainment of the 

compulsory retirement age of 50 years. However, pension and other 

benefits under the Scheme was not a right. 

  Later, four other Pension Schemes were established which bore close 

resemblance to the CAP 30 Scheme, namely: 

 The Teachers Pensions Ordinance (1955) for Teachers 

 The Ghana Universities Staff Superannuation Scheme 

 The CRIG Pension Scheme for Research & Senior Staff of the Ghana 

Cocoa Research Institute who joined before 1984 

 The Ghana Armed Forces Pension Scheme of 1962. 



HISTORICAL DEVELOPMENTS ON PENSIONS (Cont.) 

 The first attempt at developing a Social Security Scheme with national 

coverage began with the enactment by Parliament of the Compulsory 

Savings Act of 1961 (Act 70), which was replaced by the Social 
Security Act of 1965 (Act 279) which extended coverage to all 

establishments employing 5 or more workers, except those covered by 

CAP 30, the military, universities, foreign missions and the diplomatic 
corps. 

  The Social Security Act (Act 279) introduced a Provident Fund Scheme 

which was expected to be converted into a Pension Scheme by 1970. 

  A Social Security Decree (NRCD 127) of November 1972 established a 

body corporate, the Social Security & National Insurance Trust (SSNIT) 

as an independent body to administer a Social Security Scheme in 

Ghana. 



HISTORICAL DEVELOPMENTS ON PENSIONS (Cont.) 

 The SSNIT Scheme provided for superannuation (lump sum) 

benefits and other five benefits, namely: 

Sickness 

 Invalidity 

Emigration 

Death & survivors 

Unemployment 

 The passing of the Social Security Law, 1991 (PNDC Law 247) 

converted the Social Security Scheme from the payment of lump 

sum benefits into a pension scheme. 



4. THE PENSIONS REFORM 

 Public workers agitation for their   placement on the Cap 30, (a 

Scheme established by the Colonial Government for pensionable 

staff in the Civil & Public Services), due primarily to the disparity 

between the lump sum benefits paid by the CAP 30 Scheme and 

SSNIT. 

 To address the concerns, a Presidential Commission on Pensions 

was set up in July 2004 with the overall objective of examining the 

existing pension arrangements in the country, and to recommend 

sustainable pension schemes that would ensure retirement 

income security for Ghanaian workers, with special reference to 

the public sector.  



THE PENSIONS REFORM (Cont.) 

 The main recommendation by the Presidential Commission was 

the creation of a new contributory three-tier pension system for 

Ghana, comprising two mandatory Schemes and a voluntary 

Scheme, namely:  

a Basic National Social Security Scheme for the 1st tier,   

an Occupational Pension Scheme for the 2nd tier - both of 

which are mandatory, and a  

Provident Fund Scheme / Group Personal Pension / Personal 

Pension Scheme for the 3rd tier – all of which are voluntary.  

  The 2nd and 3rd tier Schemes are privately managed by approved 

Trustees with the assistance of Pension Fund Managers and 

Pension Fund Custodians. 



THE PENSIONS REFORM (Cont.) 

 Other recommendations included:  

 the review of the then existing Social Security Law (PNDC Law 247),  

 the phasing out of the Cap 30 Scheme,  

 the establishment of the National Pensions Regulatory Authority to regulate 

the mandatory and voluntary pension schemes,  

 the unification of all pension schemes in Ghana,  

and then a Scheme to provide pensions for the informal sector. 

 Subsequently, a new Pensions Act, the National Pensions Act, 2008 (Act 766) 

was promulgated on 12th December 2008, and later the accompanying 

Regulations (L.I. 1990) was passed in 2011. 

 The new Pension Scheme was launched by the President of the Republic on 

16th September 2009, with the date of implementation on 1st January 2010. 



5. THE PENSION REFORM FEATURES 

5.1 FEATURES OF THE BASIC NATIONAL SOCIAL SECURITY 
SCHEME 

 The Scheme is a defined-benefit scheme. 

 It is mandatory for all employees in both the public and private 

sectors of the economy, but optional for the self-employed and 

administered by the Social Security & National Insurance Trust 

(SSNIT). 

 The Governing Board of SSNIT is a Board of Trustees with a 

balanced representation of Employers, Employees and 

Government. 

 Minimum age for membership is 15 years, and the maximum age 

is 45 years for new entrants. 



THE PENSIONS REFORM FEATURES (Cont.) 

5.1 FEATURES OF THE BASIC NATIONAL SOCIAL SECURITY SCHEME 

 Contribution rate is 13.5% of workers’ monthly salary, out of which 2.5% is 

levied for healthcare under the National Health Insurance Scheme, leaving 

11% for the Pension Scheme. 

 The minimum contribution salary is based on the National Daily Minimum 

wage, and a maximum salary (currently fixed at GHS 20,000 per month or 

US$ 5,000) to check abuse.   

 The Benefits offered under the SSNIT Scheme are: Old-age Pension which is 

based on the average of the best three years of a Contributor’s salary, and 

paid on monthly basis; a Survivors Benefit, and an Invalidity Benefit. 

 The pensions and related benefits are linked to the average of the best three 

years of salary – providing at the minimum, 37.5% of the average of best 

three (3) years of salary. 



THE PENSIONS REFORM FEATURES (Cont.) 

5.1 FEATURES OF THE BASIC NATIONAL SOCIAL SECURITY 
SCHEME 

 The Old-age Pension Benefit requires a minimum contribution 

period of 15 years (or 180 months) in aggregate;  the Survivors’ 

Benefit is payable on death, whiles the Invalidity benefit comes in 

the form of a pension, and requires a contribution period of not 

less than 12 months within the last 36 months before the 

occurrence of the invalidity. 

 Hazardous employment benefit for Underground Miners who can 

retire at age 55 with full retirement benefits. 

 No lump sum benefits are payable under the old-age benefits 

except when qualifying conditions are not met. 



THE PENSIONS REFORM FEATURES (Cont.) 

5.2 FEATURES OF THE OCCUPATIONAL PENSION 

SCHEME  

 The Scheme is a defined contribution Scheme. 

 It is a mandatory, fully funded and privately managed, work-

based Scheme, designed primarily to give contributors a lump 

sum benefit to replace what was previously available under the 

SSNIT Scheme or the Cap 30 Scheme. 

 The lump sum benefits are dependent on the level of 

contributions, the investment returns and administrative expenses 

incurred in the management of the Scheme.  

 The contribution rate is 5% of salary. 



THE PENSIONS REFORM FEATURES (Cont.) 

5.2 FEATURES OF THE OCCUPATIONAL PENSION SCHEME  

 It is operated under trust by Trustees approved and licensed by the 

NPRA. 

 Accrued benefits are preserved until retirement age, or earlier 

withdrawal under certified condition of physical or mental disability. 

 Accrued benefits can be transferred to another Occupational 

Scheme during change of employment (i.e.: portability is allowed).  

 On retirement or earlier death, the benefits are paid out in a lump 

sum of money. 

 Early withdrawal of benefits is permitted if the contributor is 

unemployed at a minimum age of 50 or on grounds of total and 

permanent disability. 



THE PENSIONS REFORM FEATURES (Cont.) 

5.2 FEATURES OF THE OCCUPATIONAL PENSION SCHEME  

 Accrued lump sum can be used as collateral to secure mortgage 

for primary residence. 

 Contributions to the Scheme are exempt from tax, as well as the 

income accruing from investment of the Scheme Funds. 

 A non-Ghanaian citizen who does not satisfy the qualifying 

conditions but desires to emigrate permanently from the country 

may have access to the entire accrued benefits in a lump sum. 

 On death of a member, the whole of the member’s accrued 

benefits shall be paid as a lump sum to the Member’s nominated 

beneficiaries. 



THE PENSIONS REFORM FEATURES (Cont.) 

5.3 FEATURES OF THE PROVIDENT FUND SCHEME 

 It is a defined-contribution Scheme. 

 It is a third-tier Scheme, and is voluntary, fully funded and privately 

managed. 

 It is supported by tax incentives up to a  maximum of 16.5% of the 

contributor’s salary, to provide additional income for workers who 

want to make voluntary contributions to enhance their pension 

benefits. 

 The minimum age for membership is 15, and is allowed for a 

contributor who is more than the  statutory retirement age of 60 to 

be a Member. 



THE PENSIONS REFORM FEATURES (Cont.) 

5.3 FEATURES OF THE PROVIDENT FUND SCHEME 

 A Member who has attained the retirement age is entitled to the 

accrued benefits in a lump sum. 

 A Member who has not attained the retirement age may 

withdraw all or part of the accrued benefits after ten years from 

the date of first contribution, or following a medical certification 

that the Member is incapable of any normal gainful employment 

by virtue of a permanent physical or mental disability. 

 The beneficiaries of a deceased contributor may withdraw the 

accrued benefits from the Scheme. 

 Investment income from the investment of Scheme Funds are 

exempt from tax. 



THE PENSIONS REFORM FEATURES (Cont.) 

5.4 FEATURES OF THE PERSONAL/GROUP PERSONAL 

PENSION SCHEME 

 The Scheme applies to individuals in the informal sector who are 

not covered by any pension scheme under the mandatory part 

of the three-tier pension scheme. 

 The Scheme also applies to individuals who want to make 

voluntary contributions to enhance their pension benefits outside 

the mandatory schemes or Provident Fund Schemes. 

 A worker may join the Scheme if the worker is more than 15 years 

of age or more than the statutory retirement age. 



THE PENSIONS REFORM FEATURES (Cont.) 

5.4 FEATURES OF THE PERSONAL/GROUP PERSONAL PENSION SCHEME 

 A contributor who is self-employed in the informal sector who is 

not covered under the mandatory scheme shall have his/her 

contributions credited in agreed proportion, to two separate 

individual sub-accounts, namely:  

a personal savings account, and  

a retirement account. 

 A contributor may withdraw part of the accrued benefits in the 

personal savings account, but the proceeds of the retirement 

account is paid on retirement as monthly or quarterly pensions. 

 A Member in the formal sector who has attained the retirement 

age is entitled to the entire accrued benefits in lump sum. 



THE PENSIONS REFORM FEATURES (Cont.) 

5.4 FEATURES OF THE PERSONAL/GROUP PERSONAL PENSION 
SCHEME 

 A Member who has not attained the retirement age may 

withdraw all or part of the accrued benefits after 10 years from 

the date of first contribution, for contributors in the formal sector; 

but for contributors in the informal sector, 5 years from the date of 

first contribution is what applies. 

 A Member may also withdraw all or part of the accrued benefits 

as a result of permanent physical or mental disability. 

 Beneficiaries of a deceased contributor may withdraw the 

accrued benefits of the deceased.  



THE PENSIONS REFORM FEATURES (Cont.) 

5.4 FEATURES OF THE PERSONAL/GROUP PERSONAL PENSION SCHEME 

 Persons in the informal sector who are not covered by the 

mandatory schemes have 35% of their declared income, exempt 

from tax for contribution purposes; whiles investment income from 

investment of Scheme Funds shall be tax-exempt. 

 A withdrawal of all or part of a contributor’s accrued benefits on 

or after retirement shall be tax-exempt; but shall be subject to the 

appropriate income tax for contributors in the formal sector 

before 10 years of contribution and before retirement, but 5 years 

will apply for contributors in the informal sector and before 

retirement. 

 The tax exemption status for benefits applies for cases of 

incapacity or death.  



6. MANDATE OF THE PENSIONS REGULATOR  (NPRA) 

 Responsible for ensuring compliance with provisions of the 

National Pensions Act. 

 Registration of Occupational and Personal Pension Schemes and 

Provident Fund Schemes. 

 Approval, regulation and monitoring of Trustees and service 

providers that deal with pensions. 

 Establishment of standards, rules and guidelines for the 

management of pension funds. 

 Sensitisation of the public on matters related to the various 

pension schemes. 



MANDATE OF THE PENSIONS REGULATOR (Cont.) 

 Receipt and investigation of complaints of impropriety in the 

management of pension schemes. 

 Receipt and investigation of grievances from pensioners and 

provision of redress. 

 Advising government on the general welfare of pensioners, and 

on overall policy on pensions in Ghana. 

 Regulation and monitoring of the Basic National Social Security 

Scheme. 

 Promotion and encouragement of the development of the 

pension  industry in Ghana. 



7. ROLE OF TRUSTEES 

 Defined in simple terms, a Trustee is a person or company who 

holds assets for the beneficiaries of a Scheme. 

 A fundamental duty of a Trustee is to administer the Scheme in 

line with the Scheme Rules and Trust Deed of the Scheme. 

 Under the National Pensions Act, Occupational Pension, Personal 

Pension and Provident Fund Schemes are  managed only by 

Trustees, licensed and approved by the NPRA. 



 ROLE OF TRUSTEES (cont.)  

 

 An individual person can be appointed Trustee if he/she satisfies the NPRA 

that he/she is a person of good reputation and character and, in particular, 

has not been convicted by a Court for fraud or dishonesty.  

 An individual Trustee must be ordinarily resident in Ghana, and must have 

appropriate knowledge and understanding of the law relating to pensions 

and investment of Schemes assets, and the Scheme-related documents 

such as Scheme Rules and Trust Deed. 

 A Trustee’s duties include: securing Scheme registration, appointment of Fund 

Managers, Fund Custodians and other service providers, maintenance of 

investment policy statements, keeping of proper accounting records and 

Members’ register, preparation and lodgement of Annual Reports, etc. 



8. ROLE OF THE PENSION FUND CUSTODIAN 

 

 The Pension Fund Custodian (PFC) holds the pension fund assets in 

trust for Members of the various Schemes. 

 The PFC receives contributions remitted by the Employer on 

behalf of the Trustees, and notify the Trustees as such, of 

contributions received. 

 The PFC settles transactions and undertake activities related to 

the administration of pension fund investments. 

 The PFC undertakes statistical analyses on investments and the 

returns on funds in their custody.  



9. ROLE OF THE PENSION FUND MANAGER  

 

 The Pension Fund Managers (PFM) does not have access to 

pension funds, but plays an advisory role to Trustees in the 

investment of the pension funds. 

 The PFM is responsible for achieving the best possible returns on 

funds within the specific investment activities set by the Trustees. 

 The PFM maintains books of accounts on transactions related to 

the pension funds invested. 

 The PFM is independent of the Trustees and the Pension Fund 

Custodians. 



10. IMPLEMENTATION 

10.1 THE REGULATOR’S ADMINISTRATION 

 The Administrative Structure of the Regulator (NPRA) comprises five (5) Divisions, 

namely:  

Regulations,  

Finance & Administration,  

Corporate Affairs,  

Legal, and  

Management Information Systems (MIS) 

 Each Division has various Departments under it which carry out certain routine and 

other functions; for instance, the Regulations Division has the following Departments: 

Compliance (for On-site & Off-site Inspections), Licensing & Registration, Research & 

Risk Management. 

 There are plans to open five (5) Regional Offices of the Regulator across the country 

to bring greater access of pension education and related matters to the doorsteps 

of workers and the general public. 



IMPLEMENTATION (cont.) 

10.2 SAFEGUARDING MEASURES 

 Being a Defined Benefit Scheme, there is a legal requirement for an 

external, independent, periodic actuarial valuation of the Social 

Security Scheme to assess its solvency and sustainability. A minimum 

period of three years is required. 

 There is also an internal actuarial function of the social security 

scheme with responsibility for continuous monitoring of the actuarial 

solvency of the Scheme. 

 For all the three-tier Pension Schemes, there is a legal requirement of 

an independent annual external audit to ensure efficient 

administration and compliance with the Pensions Act, Regulations 

and Guidelines, and consequently an audit of the Schemes’ Annual 

Financial Statements. 

 There is a ‘Fit-and-Proper’ test requirement for Schemes Trustees’ 



IMPLEMENTATION (cont.) 

10.3 INVESTMENT 
 The private pension funds are only allowed to invest in the 

following investment instruments, with specified asset allocation 

limits: 

INSTRUMENT      MAX. ALLOCATION 

Government Securities     75% 

Corporate Bonds/debt     30 % 

Money Market        30% 

Listed Equities        10% 

Collective Investment Schemes  5% 



IMPLEMENTATION (cont.) 

10.4 SANCTIONS REGIME 

 

 Flouting the provisions of the Pensions Act and the Regulations 

comes with sanctions ranging from:  

 fines  

 imprisonment 

warnings 

 ‘naming and shaming’  

 suspension and revocation of licences. 



IMPLEMENTATION 

10.5  PERFORMANCE 

The following paragraph provides some statistics on the operation 

of the private pension schemes under the Reform as of May 2015: 

 

Pension Scheme            No. Registered 

 Master Trust Occupational Pension Schemes     46 

 Employer Sponsored Occupational Pension Schemes  89 

 Master Trust Provident Fund Scheme        33 

 Employer Sponsored Provident Fund Scheme     55 

 Group Personal Pension Scheme          10 

 Personal Pension Scheme            7 



IMPLEMENTATION (cont.) 

 

 Service Providers 
 

Corporate Trustees     - 25  

 Individual Trustees     - 210 

Pension Fund Managers   - 65 

Pension Fund Custodians   - 16 



IMPLEMENTATION 

 

 Assets Size 
Private Pension Schemes’ Assets (May 2015)   

      - GHC 3,000 million (USD 750 million)                

Social Security Scheme Fund Size (Dec. 2014) 

    -GHC 7,000 million (USD 1,750 million)  

Social Security Scheme Membership (Dec. 2014) 

      - 1.2 million  

 



11. CHALLENGES 

11.1 Informal Sector Coverage 

 It forms the largest proportion of the active labour force. 

 Coverage of the sector under the reforms still quite low for various 

reasons including the following: 

 People in this category are less likely to come to a specific age where 

they can withdraw completely from the labour market. 

 The informality of many jobs in general, and especially of many jobs in the 

agricultural sector. 

 Generally low incomes during their working lives. 

 Regular interruptions of informal sector jobs, affecting contributions to 

formal retirement mechanisms. 



CHALLENGES (cont.) 

11.2 Compliance Issues 
 Delays in the payment of contributions by some employers, to the 

various Schemes. 

 Challenges with Scheme Members accurate record-keeping and 

other disclosure issues such as provision of individual contributors’ 

statement of account. 

 Instances of divergence from prescribed investment instruments 

or asset allocation limits. 

 Delayed submission of annual audited financial statements 



CHALLENGES 

11.3 Trustees’ Training 

 Delayed implementation of the programme of training for 

Trustees. 

 

11.4 The Regulator 

  Regulatory software not available. 

 Lack of financial autonomy. 

 Lack of adequate number of professional and technical staff. 

 Inadequate logistics. 



CHALLENGES (cont.) 

11.5 Public Education 
 Not as widespread and intense as expected. 

 Inadequate financing. 



12. THE WAY FORWARD 

 Adequate provision of financial and logistic support to the 

Regulator. 

 Extensive, intensive and consistent programme of training for all 

stakeholders of the Pension Industry. 

 Consistent public education. 

 Addressing of all the challenges identified and enumerated 

above. 



13. CONCLUSION 

  Pension Schemes are important in the prevention of old-age 

poverty and as such, its performance and financial security must 

be promoted. 

 To realise the needed financial security, management of Pension 

Schemes must be handled in the most responsible manner. 

 Properly managed, pension funds can be a good source of 

funding for rapid socio-economic development as well as the 

development of the capital markets. 

 On the whole, effective regulation and supervision of pension 

funds, and in particular, prudent management of the pension 

fund assets, is critical if it is to serve as a secure source of 

retirement income security. 
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