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Major challenges of the pension system
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Pension system is complex and fragmented
 Pension system is composed by the General Social Security 

System (GSSS), plus four other pension schemes.
 Different institutions result in:

 Inequities in legal requirements, contributions, benefits.
 Weak governance and actuarial capacity, unclear 

investment regulation.

Belizean Pension System Schemes
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The population of Belize is ageing

 In the next 30 years the population over 65 will more than double, 
reaching 18% of the total population.

 With an ageing population, a key challenge for government is to 
assure an adequate income for older citizens.

Proportion of population over 65 and dependency ratio (%)

Source: UN Population Division World Population Prospects
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Too high replacement ratio in the PPPO…

• Benefits from the PPPO are additional to the GSSS.
• Public officers may obtain combined replacement rates of 

more than 100% of their average salary: more than smoothing 
consumption.

Replacement rates in the GSSS and PPPO (as % of pensionable salary)

Source: Rodriguez and Larrain (2011)
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… resulting in financial difficulties in the short-
term
 PPPO shows significant deficits since it has no contributions (total 

public sector labor force has less than 10k employees).
 The implicit debt of the PPPO represents 28% of the GDP (2010).

Expenditures in the PPPO over GDP (%)

Source: Rodriguez and Larrain (2011)
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The GSSS will also need to implement reforms 
to ensure its long-term sustainability
 GSSS does not face an immediate fiscal threat. 
 However, parameters will need to be adjusted in the medium term:

 Total expenditures are growing at a faster rate than total 
contributions (50% in the period 2006-2011, vs. 21%).

 The scheme will run deficits from 2017. 

GSSS balance as a percentage of GDP (%)

Source: Rodriguez and Larrain (2011)

GSSS reserves as a percentage of GDP (%)

Source: Rodriguez and Larrain (2011) - 7 -



Low contribution histories result in future fiscal 
liabilities
 61% of the elderly population is not covered by the GSSS.
 The introduction of the Non Contributory Pension (NCP) has 

increased the coverage of old people significantly. 
 However, NCP is funded with resources from the GSSS, impacting 

negatively on the actuarial situation of the pension scheme.
Pension coverage in 2009 (% of population over 65)

Source: Author’s calculations based on SSB Statistical Abstract 2009 
and SIB,Belize Mid-Year Population by Age-Group and Sex, 2009
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Reform proposals

 A reform must be based on existing strengths and respectful 
of Belizean institutional framework

 A reform should be global, integral, transparent (simple), 
efficient, adapted to institutions (governance), and fiscally 
sustainable 

 The main objectives of the reform proposal should be:
– To improve the sustainability of the Belizean pension 

system, both from a fiscal and an institutional perspective.
– To improve the coverage and level of benefits delivered by 

the Belizean pension system

- 9 -



Short-run recommendations

 Parametric reform in GSSS and PPPO should be carried in order 
to ensure fiscal sustainability
– Contributions parameters (contribution rate, contribution ceiling).
– Benefit parameters (incentive to postpone retirement.
– Eligibility conditions (legal retirement age).

 Transform the NCP into a general government program funded by 
general fiscal revenues, and managed by the SSB 

 Strengthen the institutional framework:
– Clarify the mandate of the Social Security Board and improve supervision.
– Redesign the investment framework.
– Create a fund for the PPPO.
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Long-run recommendations

 Unification of all of the current pension regime in Belize
– Unified pension system that delivers similar pension benefits to similar  

citizens.
– It would be complemented by the creation of a voluntary pension 

scheme.

 Additional reforms that would strengthen the fiscal 
sustainability, and increase adequacy and pension coverage.
– Labor market reforms: intended to reduce unemployment, increase 

labor market participation, and increase formality
– Financial reforms: intended to provide better investment alternatives to 

the social security fund.
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