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Mauritius, a small developing country located in the Indian

Ocean east of Madagascar, has provided older residents with

non-contributory age pensions since 1950. The scheme

became universal in 1958. Mild income tests were

reintroduced in 1965 and again in 2004. Targeting proved

to be unpopular, and universality each time was restored.

Government added a mandatory, contributory tier in 1978

that does not replace the flat, non-contributory pension.

Instead, it promises participants (approximately half

the labour force) an income-related benefit to top up the

universal pension. The author examines Mauritius’s long

experience, drawing lessons from it for other developing

countries.

The Brit ish col ony of Mau ri tius was in creas ingly self-gov ern ing from

1947, but de moc racy and uni ver sal suf frage did not bring pros per ity. At

the time of its in de pend ence in 1968, Mau ri tius was very poor. The young

coun try suf fered from ex cess pop u la tion, high un em ploy ment and an

 extremely low stan dard of liv ing. A sin gle crop — sugar — ac counted for

90 per cent of ex port earnings. Sugar con tin ues to dom i nate the econ omy

but its im por tance dropped mark edly af ter 1980 be cause of an in flow of for -

eign ex change from ex ports of light man u fac tures (pri mar ily gar ments) and 

from tourism. 

Growth since 1980 has been per sis tent and strong, so strong that some la -

bel it a “Mau ri tian miracle” (Subramanian and Roy, 2001). Life expectancy

at birth has reached 72 years; 84 per cent of the adult pop u la tion is lit er ate;

in come per ca pita, mea sured on a purchasing power par ity (PPP) ba sis, is
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30 per cent of that of the United States. Mau ri tius’s 1.2 mil lion res i dents

have at tained the stan dard of liv ing of a mid dle-in come de vel op ing coun -

try, rank ing 65th (just af ter Brazil and Ro ma nia) out of 177 coun tries in the

Hu man De vel op ment Re port of the UNDP (2005). A con se quence of this suc -

cess ful de vel op ment has been a de crease in the birth rate and an in crease

in the num ber of older per sons in the population: on reach ing age 60, each

Mau ri tian male can now ex pect to live an other 16 years, each fe male an

 additional 20 years (United Na tions, 2005, Ta ble 3a).

The real mir a cle of Mau ri tius is that the coun try did not wait for per ca -

pita in come to grow be fore at tend ing to the ba sic needs of the el derly pop u -

la tion; nor did uni ver sal age pen sions pre vent the econ omy from grow ing.

Each older res i dent of Mau ri tius re ceives a non-con trib u tory pen sion from

a scheme that be gan in 1950 and be came uni ver sal in 1958.1 The trans fer

pay ment is known as a Ba sic Re tire ment Pen sion, but the term is a mis no -

mer since pensioners are not re quired to re tire from work. “Ba sic age pen -

sion” is a better de scrip tion. 

Sub ject only to some min i mum res i dence re quire ments (12 years from

age 18 for cit i zens, 15 years from age 40 for non-cit i zens), each res i dent of

Mau ri tius aged 60 or over is el i gi ble for a monthly pen sion that amounts in

2005/06 to the fol low ing:2

• age 60-74: Rs  2,200 (US$ 72) 

• age 75-89: Rs  2,259 (US$ 73)

• age 90-99: Rs 6,900 (US$ 225) 

• age 100 plus: Rs 7,850 (US$ 256) 

Nearly three-quar ters of pen sion ers are youn ger than 75; fewer than

2 per cent are 90 years of age or older. Pensioners with se vere dis abil i ties  re -

ceive an ad di tional al low ance of Rs 1,415 a month.3 There is an al low ance

for de pend ent chil dren as well, but few pen sion ers qual ify.4 At the

government’s dis cre tion, each pen sioner is typ i cally given a 13th month

 bonus at the end of the year. The av er age age pen sion, in clud ing all al low -

ances and bo nuses, is about 20 per cent of per ca pita GDP.
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1.  Willmore (2001) was unaware of this long his tory, so erro ne ously reported that the  uni -

versal pen sion scheme of Mau ri tius began with pas sage of the National Pen sions Act of 1976.

2.  The US dol lar equiv a lents shown are cal cu lated at the mar ket exchange rate. The US dol lar
of course has more pur chas ing power in Mau ri tius than in the United States or other high-

income coun tries. In May 2006, US$ 1 = Mau Rs 32; €1 = Mau Rs 41 approx.

3.  In June 2004, 14 per cent of all pen sion ers (8 per cent of those aged 60-74, 26 per cent of those
aged 75-89 and 68 per cent of those older than 90 years) qual i fied for an enhanced basic retire -

ment pen sion because of severe dis abil ity.

4.  The child’s allow ance is Rs 655 a month for chil dren under the age of 10, and Rs 705 for those 

aged 10 or more, up to a max i mum of three chil dren. A total of 178 pen sion ers, with 219 qual i -
fy ing chil dren, received the allow ance in June 2004.



Widows, or phaned chil dren and peo ple with dis abil i ties also re ceive

monthly pen sions, with out an in come test, sub ject to res i dency re quire -

ments. This sys tem of uni ver sal pay ments to non-aged res i dents seems to

be unique to Mau ri tius and mer its study. The pres ent pa per ig nores these

pay ments in or der to con cen trate on age pen sions, which ac count for more

than two-thirds of all ex pen di ture on non-con trib u tory pen sions. As of June 

2004, 119,448 res i dents were re ceiv ing an age pen sion, 22,757 a widow’s

pen sion, 25,035 a dis abil ity pen sion and 529 an or phan’s pen sion. Upon

reach ing age 60, wid ows and peo ple with dis abil i ties au to mat i cally be come

el i gi ble for the age pension.

Non-contributory, basic pensions (from 1950)

The Brit ish Gov er nor of Mau ri tius, con cerned that work ers in the col ony

were re ly ing on government for re lief in their old age, in Jan u ary 1940 ap -

pointed a So cial In sur ance Com mit tee to look into the pos si bil ity of im ple -

ment ing a sys tem of old age pen sions. In Jan u ary 1941, the Com mit tee con -

cluded that it was “in eq ui ta ble that the full re spon si bil ity of pro vid ing for

the aged should be trans ferred en tirely from the fam ily to the tax payer. The

break down of the old sys tem de mands that it should be re placed by a new

one based on the principle of ‘self-help’ and the most prac ti ca ble means of

en sur ing this is a con trib u tory pen sion scheme” (un pub lished report of

the So cial In sur ance Com mit tee, quoted in Titmuss and  Abel-Smith, 1961,

p. 85).

The So cial In sur ance Com mit tee rec om mended a com pul sory system of

flat daily con tri bu tions, with ben efits strictly pro por tional to con tri bu tions

paid. One mem ber (Dr. E.  Millien, who rep re sented the “col oured com mu -

nity”)5 wrote a lengthy dis sent ing re port, ac cus ing his col leagues of try ing

to shift the cost of old age re lief from the tax payer to work ers, who were

des per ately poor and could not af ford to pay con tri bu tions (Titmuss and

Abel-Smith, 1961, p. 86). The Gov ern ment Ac tu ary of Great Brit ain in 1943

ques tioned many de tails of the Committee’s pro posal, even whether the

colony could af ford so cial in sur ance, but agreed that any scheme adopted

should be “not a scheme of non-con trib u tory pen sions sub ject to a means

test . . . but a scheme of pen sions pay able as of right and  financed . . . by

 insurance con tri bu tions” (Gov ern ment of Mau ri tius, 1948, p. 7).
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5.  “Col oured com mu nity” at the time referred to descen dants of Afri can slaves, the vast
major ity of whom were liv ing in pov erty. The Social Insur ance Com mit tee included also a rep -

re sen ta tive of Indian labour, who did not sup port Dr. Millien. The remain ing six mem bers of

the Com mit tee rep re sented the inter ests of employers, insur ance com pa nies, and government
(Gov ern ment of Mau ri tius, 1948, p. 3).



Targeted benefits (1950-57)

By 1950, there was still no sys tem of contributory pen sions in place, so on

21 March of that year gov ern ment ta bled leg is la tion for a non-con trib u tory

sys tem, in tend ing it as a stop gap mea sure to be used un til a “proper” sys -

tem of so cial in sur ance could be set up. Pay ment of age pen sions be gan in

Sep tem ber, with ar rears paid from 1 July 1950. The qual i fy ing age was set at

65, and the max i mum monthly pen sion of Rs 15 (Rs 5 more than “out door

re lief” pro vided to un em ployed and des ti tute per sons) was re duced by the

full amount of in come from other sources. This strict in come test caused

much re sent ment, so in De cem ber 1950 the in come ceil ing was raised to

Rs 30 a month (the first Rs 15 of in come was dis re garded). 

In 1953 the Old Age Pen sions Bill was amended to re duce the qual i fy ing

age for women from 65 to 60 years, increase the max i mum pen sion to

Rs 20 a month, change the in come test from a monthly to an an nual ba sis,

and raise the in come ceil ing to Rs 35 (Rs 420 a year). Pen sion ers at the end

of 1953 num bered 19,000, with 5,000 of those who would oth er wise qualify

ex cluded be cause of in come (see Fig ure 1).
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Fig ure 1. Age pen sion ers in Mau ri tius (thou sands of per sons, 1950-2004)
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Source: Central Statistical Office and Ministry of Social Security. Data are end-year through to 1971, mid-year 
from 1972. Pension data are missing for the years 1960, 1963 and 1981.



The non-con trib u tory, ba sic pen sions were pop u lar and func tioned

smoothly, yet gov ern ment never aban doned its dream of re plac ing them

with a con trib u tory sys tem. The Gov er nor ap pointed a Com mit tee of Min is -

ters that rec om mended, in Sep tem ber 1957, im ple men ta tion of a sys tem that 

would be flat-rate, con trib u tory and com pul sory. This was a sys tem iden ti -

cal to the one pro posed by the So cial In sur ance Com mit tee in 1941, ex cept

that con tri bu tions would be pay able weekly rather than daily (Titmuss and

Abel-Smith, 1961, pp. 89-90).

Gov ern ment failed to fol low up on these rec om men da tions. In stead, the

Min is ter of Health and So cial Ser vices made a sur pris ing an nounce ment on

13 De cem ber 1957 that gov ern ment had de cided to abol ish the means test

for age pen sions. The Min is ter also an nounced that the monthly pen sion

would in crease from Rs 20 to Rs 22, to be paid ret ro ac tively from July 1957.

Universal benefits (1958)

Abolition of the in come test in 1958 added ap prox i mately 6,000 to the num -

ber of old age pen sion ers, who came to to tal 25,783 at the end of 1958. Uni -

ver sal, ba sic pen sions cost government 1 per cent of GDP in that year. The

Min is ter re spon si ble for ad min is ter ing old age pen sions al leged that a por -

tion of the in creased costs were off set by re duced costs of ad min is tra tion,

but he was un able to quan tify the sav ings. Pen sions were tax able as in come, 

so a por tion was re cov ered, or “clawed back”, from the wealthy. A pen -

sioner in the high est tax bracket re tained, in 1958, only Rs 4 of a pen sion of

Rs 22. Gov ern ment did not quan tify these sav ings, either.

At the his toric mo ment of ex tend ing old age pen sions to ev ery one,

government Min is ters were apol o getic, in sist ing that the mea sure was tem -

po rary, and that it would be dis man tled once a proper sys tem of con trib u -

tory pen sions was in place. The Min is ter of Health and So cial Ser vices con fi -

dently in formed the leg is la ture that “in less than two years’ time, there

would be es tab lished in this coun try a com plete and com pre hen sive so cial

se cu rity scheme, con trib u tory this time, by which the amount of old age

ben efit is go ing to be higher”. He added: “There will be of course no bur den

placed on the com ing gen er a tions as soon as this con trib u tory scheme is in -

tro duced. This pres ent mea sure, I re peat, is but tem po rary so far as it is

non-con trib u tory and also as far as the amount of Rs 22 is con cerned” (re -

corded in Mau ri tius Leg is la tive Coun cil, De bates, 8 April 1958).

Con trib u tory pen sions were in tro duced, not in 1960, but much later, in

1978. To date, they have not re placed uni ver sal, non-con trib u tory pen sions.

I post pone dis cus sion of this par al lel sys tem of pen sions to fo cus first on

non-con trib u tory pen sions.
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In 1965 government low ered the qual i fy ing age to 60 years for everyone

and, at the same time, rein tro duced a mild form of means test ing: older

 persons with suf fi cient in come to be sub ject to pay ment of tax —  ap pro -

ximately 5 per cent of the cov ered pop u la tion — were dis qual i fied. The

 basic pen sion re mained at Rs 22 a month for more than 14 years, un til it was

 increased to Rs 25 in No vem ber 1971. It was in creased again on sev eral oc -

ca sions, be gin ning in 1973, but its value in real terms, ad justed for changes

in con sumer prices, re mained low through to 1975 (see Fig ure 2).

Increased benefits (from 1976)

In 1976, as part of the Na tional Pen sions Act (which in tro duced mandatory,

con trib u tory pen sions), government in creased sharply the size of the

non-con trib u tory pen sion and elim i nated the means test. The real,  price-

 adjusted value of the pen sion in creased and, fol low ing a 1979-82 fall, it has

gen er ally fol lowed an up ward trend (again see Fig ure 2). 
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Fig ure 2. Av er age real age pen sion in Mau ri tius, 1964-2004 (in dex, 2000 = 100)
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Source: Author’s calculations from publications of the Central Statistical Office, the Ministry of Social Security and
the IMF (consumer price index only). Calendar years through to 1971; fiscal years ending in June from 1972. Price
data are missing for 1950-62; pension data are missing for the years 1960, 1963 and 1981.



The next ma jor change in non-con trib u tory pen sions was an nounced by

the Min is ter of Fi nance in his bud get speech of 11 Oc to ber 1983, and im ple -

mented the fol low ing month. For the first time, higher pen sions were pro -

vided for the very old, namely Rs 200 for those aged 75-89 and Rs 300 for

those aged 90 and over, com pared with Rs 174 for youn ger pen sion ers.

From a read ing of the par lia men tary de bates of 1983, it is not clear why

government chose to fa vour the very old in this way. What is clear is that in -

creased pen sions for the very old were pop u lar, and eas ier to fi nance than a

sim i lar in crease in gen er os ity to ward old age pen sion ers of all ages. By July

of 1998 (pos si bly sooner) those with se vere dis abil i ties were given a sup ple -

ment. This dis crim i na tion in fa vour of pen sion ers with dis abil i ties and the

“old est old” continues to this day.

Pen sion cov er age in Mau ri tius has been truly uni ver sal since 1977.

In fact, since 1986 cov er age has been more than uni ver sal, reaching 102

to 108 per cent of the ap par ent pop u la tion older than 60 years of age (see

Fig ure 1). 

Some of this ap par ent overcov er age may reflect un deres ti ma tion of the

el derly pop u la tion by the Cen tral Sta tis ti cal Of fice. The pop u la tion cen sus

for the year 2000 did enu mer ate a to tal of 107,462 per sons over the age of 60,

which is more than the 105,234 es ti mated by the Cen tral Sta tis ti cal  Office,

but this still leaves 4,423 of the 111,885 pen sion ers un ac counted for. Un less

the pop u la tion cen sus is wildly in ac cu rate, 4,000 or so old age pen sion ers

are un deraged or de ceased, or no lon ger re side in the coun try. Mau ri tius

has a rep u ta tion for ac cu rate reg is tra tion of births, so, if there is fraud, it

more likely stems from fail ure to re port deaths and em i gra tion than from

false claims of old age. It is worth not ing that mov ing to a means-tested

or con trib u tory sys tem does not re duce this type of fraud, ex cept as a  by-

 product of reducing the number of pensioners.

The Ba sic Re tire ment Pen sion is not in dexed, but is ad justed by gov -

ernment in each year’s bud get. As Fig ure 2 shows, the pur chas ing power of

the old age pen sion in Mau ri tius has in creased steadily since the mid-1980s,

and by 2004 was 2.7 times higher than its pre vi ous peak of 1978. The re cord

of pen sions in re la tion to per ca pita in come, which is a mea sure of the rel a -

tive stan dard of liv ing of those who rely on a ba sic pen sion for in come, is

more mixed. 

It is true that the pen sion has tended over half a cen tury to re tain its value

as a per cent age of per ca pita GDP but, as can be seen in Fig ure 3, there has

been enor mous fluc tu a tion in this sta tis tic. The ra tio of the av er age pen sion

to per ca pita GDP in creased from 12 per cent in 1990 to 20 per cent in re cent

years, but re mains be low the 24 per cent re corded in 1958. The low est ra tio

was 11 per cent, in 1975. 
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The cost of universal pensions in an ageing population
(1970-2040)

Mau ri tius has a pop u la tion that is age ing. Birth rates have fallen and peo ple

are liv ing lon ger, so the ra tio of the pop u la tion of work ing age to the pop u -

la tion of pen sion age — the pen sioner sup port ra tio — is fall ing. With these

de mo graph ics, some ques tion whether the coun try can af ford to re tain its

sys tem of uni ver sal pen sions, at least with the pres ent level of ben efits. The

pur pose of this sec tion is to ar gue that such fears, while un der stand able, are

ex ag ger ated. So long as per ca pita GDP con tin ues to grow (or does not fall),

there is no cause for alarm. The de nom i na tor of per ca pita GDP, af ter all, in -

cludes both work ers and non-work ers. If there is a cri sis be cause of de mo -

graph ics de spite eco nomic growth, it will be a cri sis of pol i tics (dis tri bu -

tion), not a crisis of production.

The sce nario that is al leged to be so alarm ing for Mau ri tius is shown in

the table. All fig ures are ei ther taken di rectly from or cal cu lated from those

re ported on pages 8-9 and 20-24 of Na tional Pen sions Fund, 2001, with

some ex cep tions. The main ex cep tions are the ad di tion of the year 1970 (for
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Fig ure 3. Av er age ba sic age pen sion as a per cent age of per ca pita GDP,

Mau ri tius, 1950-2004 

%

15

20

25

10

5

1950 1960 19801970 1990 20052000

0

Source: Au thor’s cal cu la tions from var i ous pub li ca tions of the Cen tral Sta tis ti cal Of fice and the Min is try of So cial
Se cu rity. Es ti mates are for cal en dar years for 1950-71, and fis cal years end ing in June from 1972, so the “1972”
en try re fers to fis cal 1971/72, “1973” to fis cal 1972/73, etc. Data are miss ing for the years 1960, 1961, 1963 
and 1981.
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The cost of universal age pensions in Mauritius, 1970-2040 

1970 2000 2010 2020 2030 2040

GDP (millions of ru pees, con stant
prices)a

23,369 119,085 152,191 178,151 214,710 258,176

To tal population (thou sands) 829 1,186 1,292 1,379 1,440 1,465

Chil dren (0-14) 351   305   292   285    280   272

Working age (15-59) 430   776   859   879   870   855

Work ing age (15-64)   911   953   948   949

Pen sion age (60 plus)  48   105   140   215   290   338

Pen sion age (65 plus)    88   141   212   244

Pen sioner sup port ra tio (15-59/60 plus)  9.0    7.4    6.1 4.1 3.0 2.5

Pen sioner sup port ra tio (15-64/65 plus)   10.4 6.8 4.5 3.9

GDP per ca pita (thou sands of ru pees) a  28   100   118 129 149 176

Av er age pen sion 
(thousands of ru pees, con stant prices)a

Past years  5   21

Ad justed by per ca pita GDP (fore cast)   25  27  31  37

Ad justed by prices (fore cast)   21  21  21  21

Cost of uni ver sal pen sions from age 60 
(% of GDP)b

Past years  1.1 1.9

Ad justed by per ca pita GDP (fore cast) 2.3 3.3 4.2 4.8

Ad justed by prices (fore cast) 1.9 2.5 2.8 2.8

Cost of uni ver sal pen sions from age 65 
(% of GDP)b

Ad justed by per ca pita GDP (fore cast) 1.4 2.1 3.1 3.5

Ad justed by prices (fore cast)   1.2 1.7 2.1 2.0

a In con stant prices of fis cal year 1999/2000. Pen sions in clude disability and child’s al low ances for pen sion ers.
b As sumes pen sion ers are 100% of pop u la tion of pen sion age. Ac tual pen sion ers were 90% of the age-qual i fied
pop u la tion in 1970 and 106% in the year 2000.

Memorandum: an nual growth of GDP   GDP per ca pita

1970-2000 5.6%   4.3%

2000-2040 2.0%   1.4%

Source: Au thor’s cal cu la tions, based on pro jec tions of Mau ri tius Na tional Pen sions Fund (2001) and pop u la tion
es ti mates of the Cen tral Sta tis ti cal Of fice of Mau ri tius.



com par i son with the past) and the ad di tion of an older pen sion age (to see

how this af fects costs). The ac tu ar ies used the de mo graphic pro jec tions of

the Cen tral Sta tis ti cal Of fice, as does this ta ble, for the pro jec tions of pop u la -

tion. Also, the ac tu ar ies in clude dis abil ity and sur vi vors’ pen sions in their

pro jec tions. The ta ble ig nores these pen sions be cause age ing in creases the

costs only of old age pen sions; in fact, there will be fewer young wid ows and

or phans as peo ple live longer and healthier lives.

As sum ing ev ery one be gins paid work at age 15 and re tires at age 60, the

num ber of work ers per re tiree is pro jected to fall from 7.4 in the year 2000 to

2.5 by the year 2040 (see ta ble). In other words, in less than 40 years there will

be only 2.5 work ers to sup port each pen sioner. Three com ments can be made

re gard ing this pro jec tion. First, the trend is not a new one: the ra tio has fallen

since 1970, yet the pen sion pro gramme is stron ger to day than it was 30 years

ago. Sec ond, it as sumes that the pop u la tion can be di vided by age into two

dis tinct groups: work ers and non-work ers. In re al ity, many non- work ers,

such as stu dents, un paid care givers and un em ployed peo ple, are aged 15 to

59 years, and many of those older than 60 re ceive pen sions but con tinue to

pay taxes and work for pay. Third, 60 as an age for pen sion el i gi bil ity is ar bi -

trary. With in creased life ex pec tancy, it should be pos si ble to phase in a later

re tire ment age, such as 65. If this were done, the pen sioner sup port ra tio

would fall by the year 2040 to only 3.9, in stead of 2.5 (again see ta ble).

A ma jor short com ing of the pen sioner sup port ra tio is that changes in it

do not nec es sar ily cor re late with changes in the affordability of old age pen -

sions. To cal cu late affordability, three sta tis tics are re quired: per ca pita

GDP, the av er age pen sion, and the pro por tion of pen sion ers in the over all

pop u la tion of the coun try. As shown else where (Willmore, 2001), the cost of 

pen sions (as a pro por tion of GDP) is equal to the pro por tion of pen sion ers

in the pop u la tion times the ratio of the pension to per capita GDP.

GDP per ca pita is a cru cial vari able; with larger in comes, many things be -

come af ford able, in clud ing gen er ous pen sions for large num bers of re tir ees. 

The ac tu ar ies (on the ad vice of gov ern ment) as sumed that per ca pita GDP

will in crease more slowly in the fu ture than it did in the past. In the 30 years

from 1970 to 2000, per ca pita GDP in creased more than three fold, from

Rs 28,000 to Rs 100,000, in con stant prices of 1999/2000. In the 30 years to

2030, it is pro jected to in crease by less than 50 per cent. None the less, real in -

comes are pro jected to rise, al beit at a slower pace. Mau ri tians in the year

2040 are likely to en joy a higher stan dard of liv ing than those of the year

2000: 76 per cent higher, on the as sump tions that lie behind the figures in

the table.

For av er age pen sion, the ac tu ar ies worked with two dif fer ent pro jec -

tions: (1) pen sions ad justed by per ca pita GDP, and (2) pen sions ad justed by 
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con sumer prices. In the past, with much fluc tu a tion, ba sic pen sions have

ad justed in line with per ca pita GDP. If we as sume this holds for the fu ture,

pen sions will in crease 76 per cent by the year 2040, to an an nual pen sion of

Rs 37,000 (Rs 2,850 a month)6 in prices of 1999/2000. The pen sion as a pro -

por tion of GDP re mains the same (0.21), but the pro por tion of pen sion ers in

the pop u la tion in creases from (105/1,186 = 0.09) to (338/1,465 = 0.23), so pen -

sion costs as a pro por tion of GDP in crease from (0.21)(0.09) to (0.21)(0.23);

that is, from 1.9 to 4.8 per cent. Is this af ford able? Well, per ca pita GDP will

be 76 per cent higher. Even if work ers sac ri fice 3 per cent of their 2040 in -

come in higher taxes, they will be much better off than work ers are to day,

so can eas ily al low their re tired parents and grandparents to share in this

prosperity.

If, de spite in creased pros per ity, po lit i cal will is lack ing, there are nu mer -

ous ways to re duce the cost of ba sic pen sions. One method, shown by the

ac tu ar ies, is to ad just pen sions by prices rather than per ca pita GDP. This

 results in a con stant pen sion of Rs 21,000 (Rs 1,600 a month), in year 2000

prices, for a cost in 2030 and 2040 of 2.8 per cent of GDP. An other way to re -

duce costs is to in crease from 60 to 65 the qual i fy ing age for a pen sion. This

cal cu la tion was not shown by the ac tu ar ies, but is shown in the ta ble. With

this op tion, pen sion costs in crease to 3.5 per cent of GDP when ad justed by

per ca pita GDP, and to 2 per cent of GDP when ad justed by prices. A third

way to re duce costs is to sub ject ap pli cants to a means test rather than grant

old age pen sions on a uni ver sal ba sis. This type of cost-cut ting mea sure is

ex am ined in some detail in the next section of this paper.

In con clu sion, the uni ver sal age pen sions of Mau ri tius are af ford able,

even with no change in the qual i fy ing age for an old age pen sion, and even

if pen sions in crease with per ca pita GDP to ac com pany changes in the stan -

dard of liv ing of the coun try. If the qual i fy ing age were to in crease from

60 to 65 years, which could be jus ti fied be cause of in creased life ex pec tancy,

the pen sions would be come even more af ford able. It co mes down to po lit i -

cal will, col lec tively de cid ing whether uni ver sal pen sions represent good

value for taxpayers’ money.

The attraction of targeted benefits

Policymakers in Mau ri tius from 1950 to 1958 sought to re duce the fis cal cost 

of old age pen sions by sub ject ing ap pli cants to a test of in di vid ual in come

or, if mar ried, to a test of the com bined in come of the ap pli cant and his or

her spouse. They suc ceeded in re duc ing the num ber of old age pen sion ers
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by about 20 or 25 per cent com pared with what might have been ex pected

with a uni ver sal programme. Some mem bers of the Leg is la tive Coun cil

 favoured a harsher test, one that takes into ac count not only in come of a

spouse, but also po ten tial sup port from sons or daugh ters. Gov ern ment,

they ar gued, should force chil dren to care for their aged par ents; it should

pro vide a pen sion to some one in pov erty only if the per son has no adult

chil dren, or if those chil dren also live in pov erty. A mo tion to tighten the

means test in this way was in tro duced in course of de bate of the Old Age

Pen sions (Amend ment) Bill, and nar rowly de feated by a vote of 13 to 12,

with two ab sten tions (Mau ri tius Leg is la tive Coun cil, De bates, 30 June 1953).

As Mau ri tius gained ex pe ri ence with non-con trib u tory pen sions, calls

to tighten rules of el i gi bil ity sub sided, and dis con tent with means test ing

grew. Hon est cit i zens who re ported their earn ings were shocked to see their 

pen sions re duced by the full amount of other in come. They quickly learned

to hide their true in come. In the words of one mem ber of the Leg is la tive

Coun cil, it be came “dif fi cult to as sess the true po si tion of those poor peo ple

and fur ther more it does not profit the Gov ern ment to such a large amount

of money” (De bates, 4 De cem ber 1951). In 1958, government abol ished the

in come test and be gan to award pen sions to all who qual i fied by age, sub -

ject only to a res i dency re quire ment. Mau ri tian policymakers learned that

even though means tests prom ise great ben efits by tar get ing ben efits, they

have costs that off set their budgetary appeal. 

A ma jor com plaint was the power that an in come test gives bu reau crats,

and the cor rup tion that some times ac com pa nies this power. A gov ern ment

Min is ter ex plained that this was a key rea son that government de cided to

table leg is la tion in 1958 to abol ish the in come test:

We know that if an unfor tu nate per son applies for old age pen sion and does not

have any sup port, it would take months [to] obtain the old age pen sion. I can very 

well under stand why cer tain el ements in the coun try are against the doing away

of the means test. Once this is got rid of, every per son who is enti tled to receive

old age pen sion would be able to apply for it and, as a mat ter of law, as a mat ter of 

right, will be enti tled to it. It will not be a ques tion of whether one Mem ber of the

House or some of his friends hap pen to be per sona grata with cer tain offi cers . . .

This is one way in which up to now polit i cal power has been obtained in cer tain

quar ters in this coun try. This is a fact, . . . and this is one of the things which this

Gov ern ment has decided to stop (Mr. Rault, Debates, 1 April 1958).

When an ap pli cant has right to a pen sion sim ply by sub mit ting proof of age, 

the gov ern ment of fi cial has lit tle power. But an of fi cial who is asked to cer -

tify the in come of an ap pli cant ob tains power, which pro vides op por tu nity

for cor rup tion and abu sive in va sion of pri vacy.

The mild in come test that was in ef fect from around 1965 through to 1976
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avoided these ad min is tra tive and in va sive costs be cause the test was sim -

ple: fil ing and pay ing in come tax dis qual i fies you for an age pen sion. This

rule gave no dis cre tion ary power to bu reau crats, and was not in tru sive.

None the less, the test pro vided cit i zens with yet an other rea son to dis tort in -

for ma tion, to hide their in come, to avoid fil ing an in come tax re turn. Those

who filed a re turn lost their en tire pen sion, equiv a lent to a tax of at least

100 per cent on the pen sion, even higher in the case of in comes that were

only bor der line taxable, since the age pen sion it self was no lon ger taxable.

In Au gust 2004, for the third time in his tory, government im posed an in -

come test on ba sic re tire ment pen sions. Pen sion ers un der 90 years of age,

with an nual in come greater than Rs 208,000 (US$ 7,500, €6,100), found their

monthly pen sions re duced by 50 per cent of one-twelfth of the amount of in -

come ex ceed ing this thresh old. This time the in come test was short-lived,

for the rul ing po lit i cal co ali tion lost the na tional elec tions of July 2005. A

new gov ern ment moved quickly to “end the hu mil i a tion pre vi ously im -

posed on pen sion ers by abol ish ing the tar geted ap proach and re in stat ing

[the] uni ver sal pen sion to all pen sion ers” (Gov ern ment of Mau ri tius, 2005).

Mau ri tius pro vides pen sion ers with ex cep tion ally gen er ous in come tax

breaks. To be gin with, the Ba sic Re tire ment Pension it self is not tax able.

More over, all tax pay ers are al lowed tax re lief on Rs 125,000 or 15 per cent of

gross in come, which ever is smaller, and a per sonal de duc tion of Rs 80,000

and an other of Rs 65,000 for a de pend ent spouse, but pen sion ers are given

an ad di tional de duc tion of up to Rs 75,000 on in come from any oc cu pa tional

or con trib u tory pen sion. Tax rates are 10 per cent of the first Rs 25,000 of

charge able in come, 20 per cent of the next Rs 25,000, 25 per cent of the next

Rs 450,000 and 30 per cent of any re main der.7

The World Bank (2004, p. 72), in a ma jor re port on pen sions in Mau ri tius,

con cludes that “the in come tax treat ment of the el derly should be aligned

with that of the work ing pop u la tion”, but buries this sound ad vice in ap -

pen dix VIII. The body of the re port con cen trates on ex pen di ture and ig -

nores tax re form, con clud ing that “fis cal pres sures from the ba sic pen sion

are likely to rise dra mat i cally”, the so lu tion to which re quires “cur tail ing

ex pen di tures by in creas ing the re tire ment age, cur tail ing el i gi bil ity (by

means test ing or af flu ence test ing), or by re duc ing the ben efit level” (p. 15).

Re form of the in come tax re gime — ap ply ing the same rules to pen sion -

ers and non-pen sion ers alike — would re duce the “fis cal pres sure” of age

pen sions in the same way as in come tests or ben efit re duc tions. It is a pity

that nei ther the World Bank nor government con sid ered this op tion in the

con text of pen sion re form, for policymakers could have ap pealed to the
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elec tor ate on grounds of intergenerational eq uity and fair ness. On eq uity

grounds, there is no jus ti fi ca tion for tax pref er ences for pen sion ers, and

much to jus tify equal treat ment of tax pay ers of all ages. 

With out ac cess to per sonal in come data, it is im pos si ble to de ter mine pre -

cisely whether elim i na tion of tax breaks for older peo ple would have pro -

duced as large a fis cal im pact as the 2004 in come tests did, but it is pos si ble

that its ef fect would have been as large, and per haps larger. Con sider, as an

il lus tra tion, a pen sioner with a de pend ent spouse and at least Rs 75,000

in in come from a per sonal pen sion, but no de duc tions other than per sonal

de duc tions, i.e. no de duc tions for in ter est pay ments, life in sur ance  pre -

miums, med i cal ex penses, etc. As sume as well that this per son is el i gi ble

for an age pen sion of Rs 26,400 (Rs 2,200 a month). With the ex ist ing tax

rules, this pensioner would pay no taxes on the first Rs 259,000 of in come.

Af ter re form of the tax sys tem — re moval of the tax breaks for pen sion ers — 

in comes of Rs 145,000 and higher would in cur taxes. The ef fect of the tax

 reform on gov ern ment rev enue, for each level of re ported in come, is  plot ted 

by the solid line in Figure 4. Taxes go up steadily, reach ing Rs 24,360 at

about Rs 320,000 of in come, then in crease again where re ported in come is

Rs 735,000, lev el ling off once more when they reach Rs 30,420, at  re ported

in come in ex cess of Rs 840,000. Note that this curve mea sures only the ad di -

tional taxes pay able as a re sult of tax re form, not the to tal taxes  payable.

The dot ted line of Fig ure 4 plots the re duced gov ern ment ex pen di ture re -

sult ing from the 2004 income test for a ba sic pen sion to be given to an in di -

vid ual with the same char ac ter is tics. In this case, there is no ef fect (the tax -

payer is en ti tled to the full pen sion) just so long as in come is less than

Rs 208,000. Af ter this point, the ba sic pen sion is re duced by Rs 500 for each

Rs 1,000 of ad di tional in come. When in come reaches Rs 260,800, the ba sic

pen sion is re duced to zero, so, for higher in comes, the re duc tion in gov ern -

ment ex pen di ture is con stant and equal to the value of the flat pen sion

(Rs 26,400).

The two curves of Fig ure 4 are re mark ably sim i lar. This does not prove

that elim i na tion of tax breaks would pro duce re sults com pa ra ble to the

 chosen in come test — ac tual re sults de pend on the re ported in come of tax -

pay ers and al low able de duc tions — but it does show that such a re sult is

pos si ble.

End ing tax breaks for pen sion ers is an ex cel lent way to re duce the “fis cal

pres sure” of age ing, but it may not be suf fi cient if tax pay ers re sist pay ing

the taxes re quired for trans fers to an in creas ing num ber of older res i dents.

Ex pen di ture on age pen sions can be re duced in ways that pre serve the uni -

ver sal ity of ben efits, a prin ci ple that vot ers in Mau ri tius seem to value. One

pos si bil ity is to in crease the age of el i gi bil ity from 60 to, say, 65 years. This is 
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jus ti fi able given the in creases in health and lon gev ity that cur rent gen er a -

tions en joy com pared with those of the re cent past. Any change should be

grad ual, over ten or 20 years, so that res i dents have an op por tu nity to adapt

to new ex pec ta tions re gard ing the age at which they be gin to re ceive a pen -

sion. An other way to ac com plish the same end is to cre ate a cat e gory of pen -

sion for the “youn gest old”, say from 60 to 65 years, and freeze the nom i nal

pen sion at the cur rent level. Grad u ally, over time, the ef fects of price and

wage in fla tion will erode the value of the pen sion for this age group.

Contributory, income-related pensions (from 1978)

Gov ern ment’s long-awaited con trib u tory pen sion scheme was ap proved

by the Na tional Pen sions Act of 1976 and be gan to op er ate in July 1978.

 Contrary to the de sires of pro po nents, the new scheme does not re place

non- con trib u tory pen sions; rather, it adds to the non-con trib u tory, flat pen -

sion a con trib u tory, in come-re lated one. Con tri bu tions are fixed at 9 per

cent of cov ered earn ings (13.5 per cent for work ers in large sugar es tates).

Par tic i pa tion is man da tory for work ers over 18 years of age, with the ex cep -

tion of pub lic sec tor em ploy ees, employees with very low earn ings and
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Figure 4. Tax reform versus the income test: Effect of each on the income 

of a hypothetical pensioner
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self- em ployed per sons. Self-employed work ers and un paid care givers are

of fered in cen tives (two-thirds con tri bu tion for the same ben efit) to par tic i -

pate vol un tarily, but few do. Work ers in the pub lic sec tor are not re quired

to par tic i pate, be cause government meets their re tire ment in come needs

with gen er ous pen sions that are in come-re lated and non-con trib u tory. The

scheme is far from uni ver sal: it cov ers only half the la bour force and no one

out side the la bour force, and not ev ery par tic i pant con trib utes on a reg u lar

ba sis.

The con trib u tory pen sion scheme in Mau ri tius is an early ex am ple of

what has come to be known as a “no tional de fined con tri bu tion” sys tem. It

is “de fined con tri bu tion” be cause ben efits de pend strictly on con tri bu tions,

not on fi nal or even the av er age life time in come of par tic i pants. It is “no -

tional” be cause par tic i pants do not pur chase port fo lios of stocks and bonds, 

or shares in an in vest ment fund; in stead, they pur chase points, the val ues of 

which do not de pend in any way on how, where or whether their con tri bu -

tions are in vested. In stead, the Min is ter of So cial Se cu rity ad justs the value

of the points ev ery year or so at his or her dis cre tion. So far, these ad just -

ments have been suf fi cient only to com pen sate for in creases in con sumer

prices, giv ing par tic i pants a poor re turn on con tri bu tions.8 The prom ised

 replacement of 33.3 per cent of a life time av er age sal ary re quires the value

of points to in crease with the av er age wage level. “With the cur rent poor in -

dex ation prac tices, an in di vid ual [with 40 years of con tri bu tions] that earns

av er age wages re tir ing in 2018/19 would get a re place ment rate of about

12.5 per cent”, or 7.5 per cent if we fac tor in the underindexation of the pen -

sions them selves (World Bank, 2004, p. 18).9

When a prefunded sys tem of pen sions is set up, at first there are many

con tri bu tors and few ben e fi cia ries, so there is a lot of rev enue and lit tle ex -

pen di ture. Pen sion ers steadily in crease in num ber, but the first to reach

pen sion age have a short his tory of con tri bu tions, so are el i gi ble only for

very small pen sions. The sur plus of re ceipts over ex pen di tures con tin ues

un til the scheme ma tures, which might be af ter 40 or 50 years. This cash sur -

plus is one of the great at trac tions of a prefunded, con trib u tory scheme.

Non-con trib u tory pen sions make de mands on the pub lic purse. Con trib u -
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tory schemes make no fi nan cial de mands on gov ern ment and, if prefunded,

can even help out by lend ing funds to the government treasury.

Policymakers ev ery where face the de ci sion of what to do with sur pluses

that a prefunded pen sion scheme gen er ates. In Mau ri tius, they de cided “to

build up a fund for na tional de vel op ment” (Abel-Smith and Lynes, 1976,

p.1) and named it the Na tional Pen sions Fund. At first the Fund in vested

only in gov ern ment pa per. This drew crit i cism from the po lit i cal op po si -

tion, which com plained that gov ern ment was us ing “work ers’ con tri bu -

tions to guar an tee the wast age and dis si pa tion of pub lic funds by Gov ern -

ment” (De bates, 22 April 1981). Just as beauty is in the eye of the be holder,

one per son’s na tional de vel op ment is an other’s gov ern ment waste. Gov ern -

ment re acted to this crit i cism by in struct ing the Fund to fi nance a low-in ter -

est Hous ing Loan Scheme for the ben efit of con tri bu tors. Even tu ally, the

Fund be gan also to pur chase shares and de ben tures of pri vate com pa nies.

As of 30 June 2002, nearly 10 per cent of the Fund’s to tal port fo lio of

Rs 22,422 mil lion (US$ 747 mil lion, €754 mil lion) was in vested in hous ing

loans and an other 10 per cent in shares and de ben tures of pri vate com pa -

nies. The re main ing 80 per cent was held al most en tirely in gov ern ment

 paper and bank de pos its (Gov ern ment of Mau ri tius, 2002).10

With most of its in vest ments in trea sury bills and gov ern ment bonds, the

main ef fect of the Na tional Pen sions Fund has been to ease the bud get con -

straint of gov ern ment. Gov ern ment has been able to in crease its spend ing,

with out the ne ces sity of col lect ing ad di tional taxes, be cause it has ac cess to

the con tri bu tions of work ers who are forced to save for their own re tire -

ment. Rev enue can be spent in many ways, and we will never know what

the spend ing (or the tax rev enue) of gov ern ment might have been with out

the pen sion fund. But it is not un rea son able to as sume that at least part of

the spend ing was to im prove the lot of pen sion ers. That was, af ter all, the

stated pur pose of the Na tional Pen sions Act of 1976. Was it co in ci dence that

gov ern ment de cided that very year to in crease the gen er os ity of the ba sic,

non-con trib u tory pen sion? If not, then it is pos si ble that the con trib u tory

pen sion scheme, far from re plac ing the non-con trib u tory scheme, gave it

new life by eas ing the bud get con straint of gov ern ment.

The attraction of contributory pensions

Once non-con trib u tory and ba sic pen sions en sure that no older per son suf -

fers ab so lute pov erty, why should gov ern ment com pel cit i zens to save for
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10.  Infor ma tion on the com po si tion of assets of the National Pen sions Fund is no lon ger avail -
able online.



their own re tire ment? Tastes, pref er ences and cir cum stances dif fer from

per son to per son, so why not leave re tire ment sav ings de ci sions to  indiv -

idual choice? Gov ern ments rarely do this. They pre fer to force their cit i zens

to save for their old age, and they are not be hav ing ca pri ciously. They are

 attracted to con trib u tory pen sions as a tool to ad vance any or all of the fol -

low ing goals:

• increase na tional sav ing;

• avoid re dis tri bu tion of in come and wealth;

• ensure that liv ing stan dards of work ers do not fall in re tire ment; 

• build up a fund for gov ern ment use. 

Both the first and es pe cially the sec ond goal are fur thered if con trib u tory

pen sions re place uni ver sal, ba sic pen sions. The other two goals can ac com -

mo date more eas ily a con trib u tory pen sion scheme with out cut ting entitle -

ments to non-con trib u tory, ba sic pen sions.

Increase national saving

At var i ous times in Mau ri tius, pro po nents of prefunded, con trib u tory pen -

sions have stressed the need for each per son to save for his or her own re -

tire ment, in or der to re lieve fu ture gen er a tions from this bur den. As stated,

the ar gu ment is in com plete, for it fails to ex plain how per sonal sav ings are to

be trans formed into na tional sav ings. 

Na tional sav ing can eas ily fall if gov ern ment bor rows from the pen sion

fund to fi nance cur rent con sump tion, and con tri bu tors ad just their own

port fo lios by re duc ing other sav ing. Any thing can hap pen to na tional sav -

ing in the ory; what ac tu ally hap pens must be mea sured, which turns out to

be quite a dif fi cult task. Barr (2002) sum ma rizes “a large, com plex and con -

tro ver sial lit er a ture” in the fol low ing way:

The mag ni tude of the impact of fund ing on growth is con tro ver sial. Though

there is some empir i cal evi dence that fund ing con trib utes to higher sav ings in

the United States, there is no robust evi dence of a sim i lar effect else where.

Avoid redistribution of income and wealth

From the be gin ning, avoidance of in come re dis tri bu tion was a ma jor force

be hind con trib u tory pen sions in Mau ri tius, and cen tral to the re port of the

So cial In sur ance Com mit tee in 1941. The aim is to spare the tax payer by

forc ing each worker to save for his or her own re tire ment, i.e. to sub sti tute

work ers’ con tri bu tions for taxes paid dis pro por tion ately by the wealthy.

To pur sue this goal, a pen sion plan will ide ally ex clude those who are not

poor, since they make no de mands on government in their old age, and will
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man date flat con tri bu tions in re turn for flat ben efits at a sub sis tence level.

Dr. Millien, the only mem ber of the So cial In sur ance Com mit tee to ex press a 

dis sent ing view, saw this clearly. His anal y sis was cor rect. The scheme pro -

posed in 1941, and the sim i lar one pro posed by a Com mit tee of Min is ters in

1957, would have re duced the in come and liv ing stan dards of the work ing

poor in Mau ri tius.

Ensure that living standards of workers do not fall
in retirement

The third goal is pa ter nal is tic be cause it rep re sents an at tempt to pro tect not

tax pay ers, but work ers them selves. The be lief is that at least some work ers

are so short-sighted that they would con sume too much of their wages and

save too lit tle for re tire ment if they were al lowed to choose their own pat -

tern of life time con sump tion. The im plicit as sump tion is that gov ern ment

knows best: with out com pul sion, in di vid u als make mis takes that they later

come to re gret. So gov ern ment forces each worker to save enough to avoid a 

dras tic fall in his or her stan dard of liv ing in re tire ment.

Pa ter nal ism un der lies the Titmuss Re port (Titmuss and Abel-Smith,

1961, pp. 107-111) and, to a lesser ex tent, the rec om men da tions of Abel-

 Smith and Lynes (1976). With pa ter nal ism as the un der ly ing mo ti va tion, it

is im por tant that pen sions be ad equate to al low a re tiree to main tain the

stan dard of liv ing to which he or she has be come ac cus tomed, even if this

stan dard is higher than min i mum stan dards of the com mu nity. Prefunding

is of no con se quence; the scheme might be fi nanced on a pay-as-you-go ba -

sis, with each gen er a tion of work ers pay ing for the pen sions of the pre vi ous

gen er a tion. 

In es sence, the so cial plan ner ob serves that cit i zens face a drop in their

 income on re tire ment, so forces them to save more (re duce con sump tion)

dur ing their work ing years in or der to en joy more con sump tion in re tire -

ment.

The pa ter nal is tic mo tive for con trib u tory pen sions is strik ingly ev i dent

in the fol low ing pas sage of the Titmuss Re port (Titmuss and Abel-Smith,

1961, p. 108):

There are var i ous groups of employed per sons who have become accus tomed to

a some what better stan dard of liv ing but who, in their old age, have to rely on the

pres ent basic pen sion. Many no doubt get gen er ous help from their fam i lies but

this pen sion alone is inad e quate to main tain a rea son able stan dard . . . These

work ers are among the most deserv ing sec tions of the com mu nity; teach ers in

pri vate schools, clerks, skilled work ers, and cer tain cat e go ries of employ ees of

hotels, shops, and var i ous indus tries.
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The Re port clearly states (p. 111) that the ob jec tive should be “to main tain

the whole so cial in sur ance scheme broadly on a ‘pay-as-you-go’ ba sis, bear -

ing in mind the need to build up . . . a mod er ate work ing bal ance in the

Fund”. Titmuss and Abel-Smith wanted to use cur rent con tri bu tions to aid

cur rent pen sion ers rather than build up na tional sav ings or fi nance other

gov ern ment ex pen di ture.

Build up a fund for government use

The fourth and fi nal ra tio nale for com pel ling work ers to par tic i pate in a

con trib u tory scheme is to build up a fund that can be used for pur poses to

be de cided by gov ern ment. Abel-Smith and Lynes (1976, p. 22), in a re port

com mis sioned by the Gov ern ment of Mau ri tius, ex plic itly state that it is

“Gov ern ment’s wish to build up a fund to pro mote national de vel op ment”.

The term “national de vel op ment” es sen tially means pur chase by the pen -

sion fund of gov ern ment bonds, al low ing gov ern ment to de crease taxes or

in crease spend ing. In Mau ri tius, this loos en ing of the bud get con straint

 allowed government af ter 1976 to in crease spend ing on non-con trib u tory,

ba sic pen sions. It is in ter est ing to note that in 1958, another year in which

the generosity of the ba sic pen sion in creased sharply, government also an -

nounced its in ten tion of in tro duc ing a con trib u tory pen sion scheme within

two years. The ex pected in flow of cash from con tri bu tions may have played 

a role in 1958 and in 1976, even though ex pec ta tions were never ful filled

in 1958.

Conclusion

The World Bank, in its 1994 report, Avert ing the old age cri sis, praised

schemes that pro vide ben efits

to every one of pen sion able age, regard less of income, wealth or employ ment his -

tory, as in New Zea land and the basic pen sions paid by the Nordic coun tries.

Admin is tra tively, this is the sim plest struc ture, with the low est trans ac tion costs,

for the pub lic pil lar — an impor tant advan tage in devel op ing coun tries with lim -

ited insti tu tional capac i ties and incom plete record-keep ing sys tems. It avoids the 

dis in cen tive to work and save inher ent in means-tested plans. Its uni ver sal cov -

er age helps ensure that the pov erty reduc tion objec tives are met, [and] pro vides

a basic income for all old peo ple (p. 240).

A re cent World Bank re port re it er ates that a uni ver sal age pen sion “is prob -

a bly the best way to pro vide pov erty re lief to the el derly. Con sid er ing the

dif fi culty of iden ti fy ing who among the el derly is poor, the prin ci pal merit

of the pro gram is that its uni ver sal ity avoids the tar get ing is sue”. The au -
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thors warn, though, that “its prin ci pal merit is also the prin ci pal prob lem:

fis cal affordability, es pe cially in low-in come coun tries” (Holzmann et al.,

2005, pp. 95, 96). The two re ports briefly men tion the ex is tence of a  non-

 contributory pen sion scheme in Mau ri tius,11 but pro vide few de tails and

fail to analyse its fis cal affordability. This is a pity, for Mau ri tius pro vides

clear ev i dence that uni ver sal ba sic pen sions can be af ford able in a  low-

 income coun try.

Mau ri tius ended up with a sys tem of uni ver sal age pen sions by ac ci dent,

not by de sign. Ba sic, flat pen sions from the very be gin ning in 1950 were re -

garded as tem po rary, some thing to take care of the needs of the el derly pop -

u la tion un til the day a con trib u tory, in come-re lated sys tem of pen sions

could be put into place. None the less, once the non-con trib u tory sys tem was

in place, it proved to be both pop u lar and du ra ble. The long-awaited ar rival

of con trib u tory pen sions in 1978 was fol lowed not by such re place ment, but

rather by the strength en ing of a sys tem of ba sic, flat pen sions for all older

res i dents.

De spite their ob vi ous advantages for low-in come coun tries, there are few 

ex am ples of uni ver sal pen sions in the world to day. They are known to ex ist

only in six other de vel op ing countries: Namibia, Bot swana, Bolivia, Ne pal,

Sa moa and Brunei (Willmore, 2006). Mau ri tius is nowadays a pros per ous

 middle-income coun try, but it was a pov erty-stricken col ony of Great

 Britain when it in tro duced uni ver sal age pen sions in the 1950s. The ex pe ri -

ence of Mau ri tius shows that uni ver sal, flat pen sions are fea si ble in  low-

 income coun tries. Only New Zea land, a much wealth ier na tion, has a lon ger 

his tory of uni ver sal pen sions (St. John and Willmore, 2001).
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11.  The 1994 World Bank report men tions Mau ri tius’s non-con trib u tory pen sion scheme in

two sen tences: “With few excep tions (Mau ri tius and Trin i dad and Tobago), lit tle of this [pen -

sion] money is going to pov erty alle vi a tion” (pp. 106-107) and “a flat ben efit is the main stay of
the pub lic pen sion plans in Can ada, Ice land, Mau ri tius, the Neth er lands, New Zea land, and

South Africa” (p. 114). The lat est report (Holzmann et al., 2005) also men tions it twice: “a few
coun tries in South ern Africa (Bot swana, Mau ri tius, Namibia, South Africa) and some Latin

Amer i can coun tries (Brazil, Costa Rica) . . . have basic pen sion pro vi sions” (p. 93) and, refer -

ring to sub-Saha ran Africa, “non-con trib u tory schemes . . . are found only in South ern Africa
(Bot swana, Mau ri tius, Namibia, and South Africa)” (p. 162). The 2005 report (pp. 16, 131) refers 

also to Mau ri tius as one of sev eral coun tries “start ing pen sion reforms that include devel op -

ment of a funded pil lar”. It is not clear what this means, as Mau ri tius’s funded tier dates
from 1978.
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