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Abstract: The period of exiting from once full-time years of daily employment to a period of less time constraint can be a
period of excitement or misery in poverty. It is pathetic that at one period, an individual is on a payroll of an employer but at
another period the individual is not on any pension roll. The objective of the paper is to examine the qualification criteria for a
pension and the effect of a pension type on poverty. Primary data was gathered from residences with at least one person aged
60 years old or older across 24 sampled localities in the country. A logistic regression estimation method was employed for the
data analyses. The findings of the study indicate that different pension systems have different qualifying criteria that the
individual must satisfy to be able to get the monthly pension. The conceptual framework indicates that although some
individuals contributed to the SSNIT pension scheme, they could not qualify for the monthly pension due to the inability to
satisfied the minimum number of months. The findings also show that the SSNIT pension recipients household were less likely
of being poor compared to the CAP30 pensioners. It is recommended that SSNIT should embark on vigorous awareness
creation exercise to educate the general public about the tenets of social security pension.
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Age is not the only criterion for qualifying for pension anyway.
Similar to other countries, Nigeria and Ghana also have both
contributory and non-contributory pension systems. In Ghana,
there are different qualifying conditions for each pension
system [2]. Qualification is the process of satisfying a
predetermined requirement to access a pension benefit. The
problem is many contributors to a pension scheme do not
know these technicalities and are usually confronted with them
only at the time of retirement. The policymaker also has not
taken the pain to evaluate the implications of such
qualifications in relation to poverty alleviation.

The objective of this paper is to examine the qualification
criteria for social security pension and investigate the effect of
a pension type on poverty in Ghana. Few studies exist on
pension and poverty in Ghana but very limited studies exist
concerning the examination of qualifying criteria for a pension
and a pension type effect on absolute poverty. For example,
previous studies on the role of pension on poverty and a
Review of Public Pension Schemes: Perspective of Social
Protection Floor Framework but had no or limited analyses on
pension type [21, 1]. Another study on source of retirement
income among formal sector workers also had nothing on the
type of pension and its impact on poverty [23].

1. Introduction

The qualification for a social security pension in most
countries is not automatic irrespective of which type of
pension system is in place [2]. Several pre-determined
criteria are usually expected for an individual to qualify for a
defined benefit (DB) social security pension. A typical DB
will expect an individual to have met the minimum length of
service, be of a certain age, spend certain number of years in
the country, level of income bracket, and whether contributed
or not to be satisfied [11]. Thus, the receipt of pension is not
automatic even if it is a universal old-age pension.

In a country such as South Africa that has both non-
contributory and contributory pension systems, even the non-
contributory is subject to a mean-test that is some form of
qualification criteria [17]. In other countries such as the United
Kingdom, United States of America, and Malaysia, one must
be a citizen and be of a certain age bracket and must contribute
for a minimum period to be able to qualify for social security
pension. For instance, in the United Kingdom, a person must
be at least 55 years, in the United States of America a
minimum of 62 years and in Malaysia at least 55 years [16].
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The conceptual framework contributes to the literature as it
links the pension system in the country to how an individual
can qualify for old-age pension. The framework illustrates the
various circustances under which an individual can be placed
on, that is as an employee, self-employed or unemployed that
can affect the individual inability to get a pension. The novelty
of the framework is it shows from the onset how to tackle old-
age poverty by having policies to deal with those who are
potentially going to be outside pension benefits. The paper also
serves as a source of reference for further research in
qualification for a pension and poverty as the first scholarly
study with this focus. Finally, this paper contributes by
informing the working population on how to qualify for a
pension to avoid old-age poverty.

The rest of the paper is structured such that section two
examines a conceptual framework for pension tree and section
three discusses the measurement of the type of poverty.
Section four explains the empirical model specification and
type of data and section five presents the results. The sixth
section discusses the conclusion and policy implications.

2. Conceptual Framework of Receipt of
Old-age Pension

The SSNIT pension scheme requires an individual to
purchase annuities (or contribute 5.5% of the basic salary)
while the employer also contributes 13% in the periods before
retirement to qualify for social security pension in the country.
Overall, expenditures of employers in Ghana do include social
security tax for their workers as the contribution to their
retirement is mandatory for formal sector workers.

Aside, the contributory SSNIT pension, another type of
pension scheme, CAP 30 (i.e. Government pension) exist as
non-contributory government transfer scheme [1]. The
government pension is solely financed by the taxpayer and the
beneficiaries do not make contributions to access the benefits.
Several workers of the public sector and the Security Services
are covered under the CAP30 pension scheme. See Figure 1
the conceptual framework of pension benefit tree and its
linkages of receipt of pension to past behaviour.

The conceptual framework of ‘pension benefit tree’ shows
a backward decision trail of how the past behaviour of the
elderly affects their likelihood to get old-age pension
irrespective of which country they reside in. In this model,
the old-age pension is equivalent to income replacement for
older persons to avoid poverty [24, 9]. The life-cycle
hypothesis theory predicts that a representative individual
will smooth consumption over the lifetime to avoid old-age
poverty (famine) [3]. This the individual will do by
purchasing insurance which is expected to kick-start when
the individual retires at old age [20]. In period one which is
before age 60, for example in Ghana, the individual who is
employed in the formal sector contributes together with the
employer on a monthly percentage of salary to the pension
provider, SSNIT. The employer is under compulsion to
deduct and remit to SSNIT. Other categories of formal sector

employment workers are those on Government pension or
CAP30. For this group, the employer does not deduct from
their salary neither does the employer sets aside funds for
their pension payment. For the self-employed worker, they
must deduct and send 13.5% to SSNIT and 5% to the
occupational pension scheme provider of their choice. The
period two in the conceptual framework is when the
individual gets the benefit of the decision made while in
employment in period one (see Figure 1).

In a developing country such as Ghana, very few individuals
become employees while the vast majority are self-employed
and others unemployed. Usually, the individuals that constitute
employees do work in the formal sector, whereas the self-
employed mostly work in the informal sector of the economy.
The individuals who work as employees or self-employed can
make contributions over a given minimum qualifying years to
get an old-age pension, as shown in (A) and (C) of Figure 1.
To qualify for a pension in the country, it depends on the type
of pension system one is on. For the contributory SSNIT
pension, the individual must contribute for a minimum period
of 180 months. However, for the non-contributory CAP30
pension, the individual must be an employee of Government
and also be fortunate to have legislation that indicates that the
individual shall access pension benefit directly from the
government pension. A qualifying year for the Government
pension is a minimum period of ten years of unblemish record
of service. Whereas CAP 30 beneficiaries who do not
contribute gets old-age pension as in (C), another set of
individuals who might have contributed but do not satisfied the
qualifying years to get a pension get a lump-sum as in (B) and
(D). The concern with the category of workers on CAP30 who
do not contribute but get an old-age pension in (C), is whether
the lack of such individuals to contribute and be rewarded with
a pension, undermines the economic principles of trade-offs?
The rest of the individuals who did worked but did not make
contributions (as short-term contract staffs) or were
unemployed and could not make contribution do not get a
pension as shown in (E), and (F). These categories of
individuals who do not get a pension at old age may be
exposed to poverty [3, 19].

Pension (A)
Contribute
Lump Sum (B)
No
Employee o
Contribution Pension ( C)
Elderly Contribute
Population - Self-employed No Lump Sum (D)
Contribution
. No Pension (E)
Unemployed No
Contribution
3 No Pension (F)
Period 1 60 yrs  Period 2

Source: Author’s construct.

Figure 1. Conceptual framework of pension benefit tree: linkages of receipt
of pension to behaviour.
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3. Measurements of Types of Poverty

The widely used measure of poverty index proposed by
[12] was adopted in various ways to measure absolute
poverty, depth and severity similar to other studies such as
[15, 14, 10, 18]. These three measures are adequate to
capture various aspects of poverty and vulnerability that
confronts the elderly as a subgroup within the entire
population [18]. The choice of a certain definition of poverty
is based on the availability of data [6]. A choice was made to
use households’ consumption expenditure similar to original
data used by [12]. The author’s [12] model of measuring
expenditure absolute poverty is as follow (1):

_l d yp _yi !
PH—HZ[—] (1)

i=1 Yp

where a is the parameter of the degree of inequality aversion
or the weight assigned to the problem of poverty reflecting the
weight placed on the welfare levels of the poorest among the
poor which ranges between 0 < a < o0; ¢ is the number of the

particular population defined to be poor; y, is the estimated

poverty line in various years;, y; is the expenditure of a

household below the poverty line; i = 1,2,3,..., gth individual
households and # is the size of target population’s expenditure
or the number of the sample individual households. The (1)
estimates the percentage of individual households within a
population of interest that are referred to as poor. This usually
referred to as the headcount poverty or the absolute poverty
and the poverty gap relates to its intensity [13]. The special
case of a can vary between 0 and 2 to signify other types of
poverty measures. For instance, where the o = 0, the index
measures the expenditure of the poor as the proportion of the
target population formally written as follow (2):

B :g )

Most studies use headcount methods in measuring
expenditure poverty status (GSS, 2014; Faye, 2007). The (1)
and (2) ranked individuals from the poorest (i =1) to the
richest (i = n). To take account of the depth (gap) of poverty,
o =1 is used and the model is re-written as:

P = (zj[u] )
n Yy

where (4, is the mean expenditure of the poor. Now, where

the a = 2 or P, index (square of poverty gap) accounts for

the distribution among the poor and not poverty incidence or
depth measured in equation (1) to (3). The authors [12]
model was decomposed in the existing literature to assess the
effect of changes in a subgroup on the larger national
population poverty. The [14, 13, 17] have used similar
models where the population was divided into m subgroups.
Thus, to obtain the effect of the subgroups poverty on the
whole population, the subgroup population shared weights

are summed up as ( £, ; wherej =1, ...m):

P =Y %P, @)
i=1

where xj is the population share of the jth group and F, ; is

the poverty level in the jth group. The (4) implies that national
poverty is the weighted average of the poverty incidence of the
various subgroups with weighted proportional population share
[14]. An increase in poverty in a subgroup jth would increase
national poverty at a rate given by the population share or
contribution [12,14] of subgroup ; as:

_ija’j
A

a

(6))

where /\ j is the contribution of group j to national poverty. In

this study, (5) constitutes the model for the analysis of the
poverty status of households with elderly.

4. Type of Data and Empirical Model
Specification

The study employed a randomly sampled field survey data
with various household settings with elderly persons and
investigated their likelihood of being poor. The data was
obtained directly as a field study from a household with
elderly that was randomly determined through a formula. The
study conducted a face to face interview in households with
elderly from 24 localities across three regions in the country.
The type of data collected centred on general demographic
information about the gender, age, marital status, household
size, education and employment type. The other type of data
collected was on income, pensions, and expenditure of the
sample. The questions about these variables bordered on
amount of income, amount of pension, type of pension, and
households’ expenditure. The model as specified in (6) used
poverty as the dependent variable and predicts that household
poverty could be reduced through receipt of a type of pension
benefit. The empirical model is specified as follows (6):

log [ﬁj = a+ B(Dpryp); + Bo(Dgp); + Bs(Dic)i + By(Dyr); + Bs(Dry);

+ Bs(Dy6e2)i + Br(Dyges)i + Bs(Dprp )i + Bo(Dyyyss )i + Bio(Dsgc); (6)

+ B (Dpsec)i + Bia(Dup); + By (Dgey )i + BaREMI, +e¢;
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where D is a dummy, [—1 P j is the odds ratio and p is a
-p

probability of being poor as the numerator and (1- p) is the

probability of non-poor as the denominator. See table 1 for

the definition of the variables. It suggests that a particular

type of pension recipient will be more or less likely to be
poor if the sign of the coefficient is positive or negative and
about x; times compare to the other, all others things being

equal. The e; represents the error term at 5 per cent.

Table 1. Variables definitions and interpretation of estimated coefficients.

Variable Definition Measurement gzgected
Dgp Elderly persons only households A dummy variable that equals 1 for household with only elderly and 0 otherwise. +or-
Dgc Elderly and children households A dummy variable that equals 1 for household with elderly and children and 0 otherwise. +or-
Dy Working age and elderly A dummy variable that equals 1 for working age and elderly and 0 otherwise. +or -
Dpy Rural locality A dummy variable that equals 1 for household in rural areas and 0 otherwise. +or-
Dyce2  Age (Old) A dummy variable that equals 1 for household with elderly age ‘old’ and 0 otherwise. +or-
Dy GE3  Age (Oldest of old) A dummy variable that equals 1 for household with elderly age ‘oldest old’ and 0 otherwise. +or-
Dprr Primary z(i I?;HV:’IIISZ variable that equals 1 for household with elderly up to primary education and 0 )
Dyyss  Middle school/JSS A dummy vaylable that equals 1 for household with elderly up to middle school/JSS education )
and 0 otherwise.
Dsge S ?t }?:rrilvrirslz variable that equals 1 for household with elderly up to secondary education and 0 _
Dpsgc  Postsecondary z(i I?;HV:’IIISZ variable that equals 1 for household with elderly up to postgraduate education and 0 )
. A dummy variable that equals 1 for the household with elderly with that had higher or degree

Dup SR LD education and 0 otherwise. )
DgEN Gender A dummy variable that equals 1 for household with male elderly and 0 otherwise. +or -
REMI; Remittance Remittance amount to households with elderly. +or-
Pty Pension Type A dummy variable that equals 1 for household with SSNIT pension and 0 otherwise. -

Source: Author’s construct.

5. Empirical Results

5.1. Socio-demographic Characteristics of Households with
Elderly

Table 2 highlights the socio-demography characteristics of
the respondents in terms of gender, age group, marital status,
household head and educational attainment. The higher
number of males compared to females is explained through
the selection of pensioners and non-pensioners. Out of the 75
elderly recipients of pension benefits, only 11 (or 14 per cent)
were females. Most of the pensioners were males who
worked and retired from formal sector employment. The
number of respondents reduces as the age increases which
was expected. However, the average age of 73.6 years old
indicated that many of the elderly in the sampled localities
were living longer compare to 64.17 years’ life expectancy
for Ghana in 2020. Approximately, 50 per cent of the elderly
were still married while 43.1 per cent were widow or
widower. The high percentage of the widow or widower
could be expected considering the average age of 73.6 years
old. Close to 70 per cent of the elderly claimed that they were
household heads and approximately 66 per cent indicated that
they take care of their grandchildren. This should be
interpreted carefully because when compared to the total
population it could be lower. The household size of six
persons and the 66 per cent of elderly still taking care of the
grandchildren supports the claim that any extension of

financial assistance to the elderly goes to help their
grandchildren [18]. The average household size also confirms
[19, 7] assertion that the elderly rarely live alone in
developing countries. The 24 per cent of the elderly live in
households where a working person (age 15 — 59) was the
household head described as cohabitation.

Close to about half of the elderly persons live in mixed
households (0-14; 15-59 and 60+) composed of three or four
generations (46.4 per cent). This is consistent with the findings
of [22] that most elderly live in an intergenerational household
and uses cohabitation as a social protection mechanism. An
estimate of 19 per cent of elderly persons lives alone or with
another person of the same generation as elderly only
households. An estimate of 22.6 per cent of elderly persons
lives with other person’s age between 15-59 years referred to
as working age. An estimate of 12 per cent of elderly persons
was living in households with children only (0 -14).

Over 60 per cent of the elderly have either never been to
school or could not read and write informal English language.
As the educational status increases, the number of elderly who
attended these institutions decreases in pursuit of formal
education. This is similar to the national estimates obtained by
GSS with the GLSS 6 report at the national level. The highest
pension recipient elderly was aged 96 years while the non-
pension recipient was aged 116 years old. The oldest pensioner
respondent was a CAP30 recipient who retired as Military
officer in 1974. The highest SSNIT pension recipient was a
90-year-old who retired as a public Health Sector worker. The
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age of pension recipients and non-recipients indicated that the
pension system in the country was still fairly young.
Approximately 23 per cent of the randomly sampled elderly in

the study localities were pension recipients. The non-pension
recipients’ elderly constitute the largest proportion of the
random sample households with elderly.

Table 2. Socio-demography characteristics of households with elderly.

Category Volta N = 104 Eastern N= 148 Upper East N= 80
District Akatsi N=53 N.TonguN=51 U.ManyaN=76 L. Manya N=72 Kasena N. WN =47 Bulisa N=33
Gender Male 34 19 44 26 27 26
Female 19 32 32 46 20 7
60 - 69 22 18 28 25 15 16
70-79 15 12 26 26 20 10
Age Group 80 - 89 7 18 14 18 12 3
90+ 9 3 8 2 0 4
Mean age 74.3 75.1 73.6 73.56 72.5 71.58
Oldest age 116 110 105 99 85 99
Married 31 15 40 25 32 23
. Consensual 0 1 0 0 0 0
Marital Status g4 owier 15 24 36 44 15 9
Divorced 7 11 0 3 0 1
Myself 34 36 54 50 28 29
Another Elder 2 3 4 5 4 2
EORAOE RS o g nee 15 12 17 18 15 3
Never 18 31 24 35 34 17
Primary 10 5 19 10 5 4
Education Middle/JSS 16 8 25 20 1 5
Secondary 3 1 4 1 3 4
Post Sec. 2 0 1 3 2 1
Higher 4 6 3 3 2 2
Table 2. Continued.
Category Total N= 332 Total (%) National (%)
District U= 147 R= 185 44.755.3 45.8 54.2
Gender Male 176 53 442
Female 156 47 55.8
60 - 69 124 37.3 46.9
70-79 109 32.8 339
80 - 89 61 18.4 19.2
Age Group 90+ 26 7.8 8.4
Mean age 73.6
Oldest age
Married 166 50 51.9
. Consensual 1 0 1.8
Marital Status Widow/er 143 03 314
Divorced 22 6.6 8.7
Myself 231 69.6
Another Elder 20 6
Household Head Working Age 81 24.4
Never 159 47.9 60.4
Primary 52 15.7 8.6
Education Middle/JSS 75 22.6 20.5
Secondary 16 4.8 34
Post Sec. 9 2.7 5.6
Higher 20 6 1.5

Source: Author’s estimates

5.2. Number of Elderly Engaged in Employment Activities

Table 3 summaries the employment activities that the
elderly persons were engaged after the retirement age.
Approximately, 54 per cent of the respondents were engaged
in some form of employment activities. The type of
employment activities they were engaged in were mainly
informal sector. Thus, approximately, 90 per cent of the
elderly were either working as self-employed persons in

agriculture (68.5 per cent) or self-employed persons in non-
agriculture activities (i.e. 20.8 per cent). Those engaged in
the agricultural activities were involved in the rearing of
livestock especially in the Kasina Nakana and Bulsa Districts;
while those who were growing food crops and other
agriculture produce were in Akatsi and North Tongu Districts
as well as Lower and Upper Manya Districts.

The elderly who were engaged in the farming activities did
indicate that they took it as their full-time jobs. Among those
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who claimed to be working, about 25.3 per cent of them
indicate they were working on the part-time bases. Those
who were working on part-time bases were some of the

elderly who were working in the private or public formal
sector jobs. The main reason cited by the elderly for working
was to earn an additional income.

Table 3. Number of elderly engaged in employment activities after retirement.

Frequency Per cent

Number of elderly that have a job

Yes 178 53.6

No 154 46.4
Total 332 100
Types of jobs

Formal (public/Gov't.) 4 2.2

Formal (private) org. 15 8.4

Informal (Self-employed non-agric) 37 20.8

Informal (Self-employed agric) 122 68.5
Total 178 100
Full-time or part-time jobs

Full -time 133 74.7

Part-time 45 253
Total 178 100

Source: Authors’ estimates.

5.3. Number of Elderly on Pension

The findings in table 4 show that approximately 82 per cent of
the respondents did not contribute to the mandatory social security
scheme during their active working life. Thus, a large proportion
of the elderly was unable to utilise the financial system to prepare
for their life in old age. In table 4, out of the 75 elderly persons
that receive a pension, only 42 persons who contributed to the
SSNIT scheme became pensioners. This finding confirms the
claim that the long-standing economic debate as to whether the
data supports the prediction that people save voluntarily when
they were young and run down their assets when they are old may
depend on whether they were forced or allowed to voluntarily
contribute [7]. Many of the households with elderly sampled did
not purchase annuity hence the lack of pension benefit at
retirement. Most of them might have worked in the informal
sector of the economy. The rest of the pensioners, mostly CAP30
pension which includes Ghana Armed Forces (GAF) pension
recipients did not contribute because it is a non-contributory
scheme. It is not clear whether the inability of recipients of
CAP30 pension to contribute to a pension scheme could be

termed as a lack of preparing or purchasing annuities towards
retirement.

Also, the finding shows that it is not everyone who
contributed to the social security scheme that qualified for
the monthly pension benefits. This could be seen from the 59
persons (or 17.8 per cent) that ever-made contributions to the
social security scheme. Of the 59 elderly persons, 42 persons
were receiving social security pension benefits at retirement
while the rest of 17 (or 29 per cent) persons did not get a
pension. The data supports the conceptual framework on
pension benefit tree developed in Figure 1 where those who
contribute but did not qualify gets lump sum. Besides, a large
number of non-pension recipients did not contribute to the
public pension scheme. The result confirms the proposition
that in making choices, many people do not purchase
insurance annuities voluntarily to maximise their lifetime
utility [4]. Thus, individuals fail to make a rational choice
due to procrastination, short-term gratification and lack of
understanding of diversification or investment [4].

Table 4. Number of elderly on pension.

Pension access and contributions made Frequency Percent (%)
Pension récipients 75 22.59
Non-pension récipients 257 77.4
Total 332 100%
Pension recipients

SSNIT 42 56
CAP30 33 44
Total 75 100%
Contributed to SSNIT

Yes 59 17.77
No 273 82.2
Total 332 100%
Contributed and receives a pension

Yes 42 71.2
No 17 28.8
Total 59 100%

Source: Author’s estimates.
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Therefore, based on the findings of the study, high rate of
poverty exists among the elderly in the studied localities and
it was about twice higher than the national absolute poverty.
The inability of many of the elderly to purchase annuities to
get social security pension affirms the predictions of the life
cycle hypothesis that they would be poor. Thus, the finding is
consistent with [3,5] who found that household without
annuities had slightly negative wealth in their old age. It is
also supported that households headed by elderly do have a
higher poverty rate of approximately 50 per cent than the
national average in Ghana [18].

5.4. Calculation of Different Types of Household Poverty

Table 5 reports the authors’ estimate of poverty on
pension recipient or not, location and gender of the elderly
persons in the household. Foster, Greer and Thorbecke
framework, especially equations (1) to (5) were used to
estimate different types of poverty as shown in table 5. In
table 5, the estimated headcount poverty for pension
recipients was 9.3 per cent compared to non-pension
recipients that were 53.3 per cent. These figures indicate
that compared to non-pension recipients, there was lesser
number of households with pension recipients below the
poverty line. Thus, at old age, the standard of living among
households with pension recipients is higher. Similarly, the

estimated poverty gap index for pension recipients was 3.8
per cent compared to 21.26 per cent for non-pension
recipients. This shows the extent to which households are
below the poverty line. In other words, how much would a
policymaker need to support the household’s expenditure
on average to bring them closer or above the poverty line?
The finding means that the policymaker would need to
spend far more to address households with non-pension
recipients’ poverty challenge compared to pension
recipients. The overall estimate of poverty among
household with elderly was 43.8 per cent.

Now, among the major types of pension, the SSNIT
pension recipients had a lower poverty rate of 4.65 per cent
compared to CAP30 recipients that had 18.75 per cent. The
finding shows that there is far fewer number of households
with SSNIT pension recipients below the poverty line
compared to CAP30 recipients.

As at the time of the study, the minimum monthly pension
benefits under the SSNIT pension was GHe 246.00 (or GHc
2,952.00 per annum in 2016). In comparison, such an amount
was about twice higher than the national poverty line of GHe
1,314.00 per annum. Poverty among the entire sample
concerning the location such as urban vs. rural, and male vs.
female can be seen in the bottom part of table 5.

Table 5. Calculation of different types of household poverty.

Items HeadCount Poverty (%) Poverty Gap Index (%) Square Poverty Gap Index (%)
Pension recipient 9.3 3.8 1.16

Non-Pension recipient 53.3 21.26 8.48

SSNIT Pension 4.65 1.16 0.29

CAP 30 pension 18.75 10.48 5.86

Urban 31.2 8.14 2.1

Rural 52.97 24.63 11.45

Male 335 13.7 5.6

Female 55.13 22 8.81

Source: Author’s estimates.

5.5. Effect of Pension Type on Poverty

Table 6 presents the results obtained from the regression
estimates of the effect of pension type on absolute poverty. In
table 6, the findings shows that the probability of recipient of
a SSNIT pension being poor was 0.116 times less likely
compared to a recipient of Government pension or CAP 30.
Thus, it is less likely for a household with SSNIT pension
recipient to be poor compared to other types of pension
schemes. The main reason that account for this was because
the SSNIT pension is the widest pension coverage of
beneficiaries in the country and also have a cut-off for a
minimum pension below which anyone whose pension is
lower than it will be automatically placed above the
minimum pension instead. At the time of this study, even the
minimum pension is higher than the monthly daily minimum
wage in the country. The SSNIT pension also uses yearly

indexation tools to adjust the pension benefits at the
beginning of each year. On the whole, once an elderly was a
pensioner, the household was less likely to be poor. The
monthly pension benefits paid to the recipients were based on
their basic salary.

The calculation of the pension benefit is based on a
predetermined formula of the percentage of three best years’
average basic salaries. The issue is if there should be a
reform such that the annuities purchased is based on the gross
monthly salary and the social security pension computations
are based on the gross salary, it should further lower the
poverty level. Similar to the findings of [8] the result
confirms the position that a better pension income for retirees
would lead to more sustainable consumption and would
lower overall poverty level. The results are statistically
significant.
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Table 6. Effects of pension type on poverty.

Independent variable Coefficient Standard error Odds ratio P-values
Constant 23.978 8006.29 25906940359 0.998
SSNIT -2.155 0.826 0.116 0.009
Elderly persons only 2.546 0.437 14.1 0.000
Elderly & Children 2.419 0.503 11.231 0.000
Elderly & Working Age 1.019 0.348 2.77 0.003
Age old 0.042 0.365 1.043 0.909
Oldest old age -0.137 0.403 0.872 0.734
Primary -0.254 0.403 0.776 0.528
Middle School & JSS -1.294 0.408 0.274 0.002
Secondary -2.233 0.82 0.097 0.005
Post-Secondary -1.962 1.225 0.141 0.109
Higher & degree -20.992 8006.296 0.000 0.998
Urban -1.008 0.315 0.334 0.000
Gender -0.092 0.31 0.912 0.767
Remittance 0.134 0.322 1.143 0.678

Source: Author’s estimates.

Estimation method: ML. Logit. Dependent variable = Poverty rate. No. Obs. 332; Overall percentage predicted is 74.9%.

6. Conclusions

The objective of the paper is to examine the qualification
for pension and the effect of pension type on poverty in
Ghana. The investigation of the objective was in two parts.
The first part was about the examination of the qualification
for a pension that was undertaken with the construction of a
conceptual framework to analyse a two-period model. The
finding from the conceptual framework shows that some
category of contributors to the SSNIT pension may not
qualify for a pension simply because they did not meet the
minimum period of contributions. The second part of the
objective was about which type of pension have the highest
impact on poverty. In addressing this part of the objective,
the paper estimated three different types of poverty using the
field data obtained. The calculations with [12] model shows
that a household with elderly as a pension recipient have a
low poverty rate of 9.3 per cent compare to 53% for those
with elderly that do not get a pension. The empirical results
through the regressions analyses also show that household
with elderly that receives SSNIT pension was less likely to
be poor by 0.116 times.

In terms of the findings from the conceptual framework
which was also confirmed by the data, about 17 (or 29%) of
those contributed to SSNIT pension do not get a pension.
This category of contributors could eventually fall below the
poverty line.

Following these findings, the government should institute a
social programme to assist those categories of contributors
who might have contributed at least 2/3™ and over but do not
satisfy the minimum period of 180 months to get a minimum
pension. Thus, the policymaker should be able to project how
many persons among a particular age group will be unable to
qualify for a pension and initiate policies to address such
occurrence. This will help alleviate old-age poverty.
Additionally, the managers of the SSNIT pension should

embark on education activities to sensitise all Ghanaians
about how the pension system functions.

Liitation

The study The study limited it analyses on the two major
types of public pension systems, SSNIT and Government
pension or CAP30, although Ghana Universities Staffs

Superannuation Scheme also exist. The selection was based
on availability of data.
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