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Introduction
u Ageing is to become a major social transformation of the 21st century, that

would create substantial implications on the social security and well-being of
the elderly.

u Self-employed and informal sector workers are the most vulnerable to
misfortunes in their old age.

u The Sri Lanka Social Security Board (SLSSB), established under the Act
No. 17 of 1996, play an important role by providing a social security pension
for informal sector workers.

u As a developing country, the unexpected COVID-19 pandemic highlights the
importance of providing an adequate social security coverage for all citizens,
specially the informal sector employees.
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Research Questions

uWhat are the reasons for defaulting of pension policy
by the self-employed ?

u How does the defaulting affect the sustainability of
the pension fund?
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Objectives & significance of the study 

The objective/s is to investigate determining factors leading to
defaulting from the contributory pension scheme offered by the
SLSSB and
to explore appropriate strategies to sustain the pension fund.

Significance
Sri Lanka which experiences a rapid ageing process urgently
requires a sustainable system to provide old age social security.

Empirical research is vital for policy makers to revisit existing
policies and to make new policy on the old age social security.
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Methodology
u Design : Mixed method approach.

u Data:
Secondary data from the SLSSB database
Primary data based on questionnaire survey from 150  defaulted respondents participated in the study. 

u - Random sampling technique was used to select 150 defaulters from the Kurunegala district.
u Three focus group discussions (FGD) were conducted with defaulters

One FGD was held with selected government officials
u In order to assess the impact of COVID-19 on the defaulting pattern during the first six months of the year 

2020, a 20 contributors to the pension scheme were identified in June 2020 and their defaulting 
pattern was investigated by assessing official and field data. 

u Limitation of the study:
u Although there are three types of contributory pension systems covering  farmers, fisherman and the 

scheme of  SLSSB, to cater to the informal sector workers, only the pension scheme offered by 
the SLSSB was considered in this study. 
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Need for social security for the elderly 
Ø Traditionally, the Sri Lankan elderly have depended on 

familial support systems.

Ø This may not be a viable option in the future due to the     
reduction of  family size and migration of young people.

Ø With the changing age structure of the population, there 
will be a smaller share of economically active people 
and hence higher old age dependency ratios- approaching the 
end of demographic dividend period.
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Year
less than 15 15-59 60 and above Total

Total
population

% % % % (‘000)
1981 35.3 58.1 6.6 100.0 14,846
2001 31.4 60.4 8.2 100.0 18,734
2012 25.2 62.4 12.4 100.0 20,360
2017 24.9 60.9 14.2 100.0 21,341
2022 23.9 59.9 16.3 100.0 22,232
2027 22.9 58.9 18.2 100.0 23,036
2032 21.4 58.6 19.9 100.0 23,765
2037 20.5 58.2 21.3 100.0 24,401
2042 19.7 57.2 23.1 100.0 24,918

Source: Department of census and statistics, 2012, W.I. De Silva, 2015

Distribution	of	population	by	broad	age	groups,	1981	to	2042

This slide explains the growth and age structure transition of the Sri Lankan population. 20.4 million
population in year 2012, is expected to increase to 22.2 million and 24.9 million by year 2022 and year
2042 respectively



Proportion (%) of elderly population age 60+ years , 1981–2062
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The slide explains the rapidity of population aging in Sri Lanka.  In the Year 2001 elderly was population close to 8.2 
percent of the total population and it would doubled to 16.3 percent by year 2022. The population aging is very 
rapid and year 2032 when one out of five person would be elderly in Sri Lanka.



Employment based pension schemes in Sri Lanka
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Public Sector 
1. Public Service    

Pension Scheme
(PSPS) 1901

Private Sector 
2. Employees Provident 

Fund (EPF) 1958
3. Employees Trust 

Fund (ETF) 1981

Non Contributory 

Informal Sector

4. Farmer's Pension Scheme 
(FAPS) – 1987 Act 12

5. Fishermen’s Pension Scheme (FPS)
1990 Act 23   

6.  Social Security Pension Scheme 
(SSPS)   -1996 Act 17

Contributory 

Contributory 

EPF =  Worker (8%); employer (12%)
ETF = Contribution only from 
employer 3% of monthly gross 
earnings

Contributory, subsidized 
by the govt.



Coverage of the Informal sector pension schemes 
11Coverage of pension schemes in Sri Lanka



Socio-demographic characteristics of respondents (N= 150)

12Variable                                                        Category  %
Gender Male 

Female
64.0
36.0

Age 18-29
30-39
40-49
50-59

47.3
29.3
16.7
6.7

Marital status Married
Single
Divorced/ 
Widowed

53.3
32.0
14.7

Education No schooling
Primary
Secondary
Tertiary

0.0
15.3
22.0
62.7

Family size 1-3
4-5
6-8

9.3
68.0
22.7

No. of dependents 0-2
3-4
5 <

14.0
62.7
23.3



Results
13Reasons for defaulting from the contributory pension scheme



Awareness of the pension scheme
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Type of premium payment by defaulters 
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Most of defaulters selected their premium payment mode on monthly basis.



Premium payment mode of defaulters
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Future expectation of survival strategies in the old age of default members
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Expectation of the premium paid by the defaulters
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Qualitative data
Narratives:
u “In order to achieve the assigned targets, the field officials paid the first
premium of the self-employed and enrolled them in the scheme. This practice
has contributed to increase the number of defaulter in SSPS”. (Government
Officer)

u “Currently I am working at garment factory in the Kurunegala district and
also doing my higher studies. One day I got a call from Sri Lanka Social
Security Board in Colombo. That officer informed me that , I was a member
of the social security pension scheme. Therefore, he wanted to know my
correct address to update my computerized data related to my enrollment in
the pension scheme. I was surprised! And I told him that I was not enrolled
in any pension scheme”. (Shirani Dammika, 23 years old female, unmarried)
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u Karunasena is a carpenter who is a defaulter of SSPS. His wife is Somalatha 
is a housewife. Their younger daughter’s family is living with them. Younger 
daughter has migrated to Middle East for employment. Her husband and 
two daughters live with them. His son-in-law is an alcoholic who is not 
engaged in employment. They also do not have a regular income due to  
COVID 19. The pandemic has made their daughter unemployed. He said 
that “all my income disappear, we are pushed to hand to mouth 
economy. I couldn’t continue with my monthly premium of SSPS for a long 
period. Consequently I became a defaulter of the pension scheme. 
However, so far social security board didn’t inform my status of the 
scheme”. Both Karunasena and his wife are very apprehensive about 
their uncertain future. (Male 53 years old defaulter)
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Conclusions

u The changing demographics in Sri Lanka together with an ageing
population warrants special attention towards old age social security.

uThe lack of awareness about the pension schemes, targets imposed
on government officers to enroll self-employed persons to pension
schemes by the organization, unsatisfactory follow-up mechanisms,
default on the part of the pension provider in updating on the status
when there are defaults, delay in issuing documents and benefits to
the contributors are some reasons attributed to the slackness of the
contributors who have enrolled in the scheme.
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u In-depth analysis reveals that the collapse of parallel state organizations 
awarding pensions has also created a loss of confidence in this type of 
government interventions

u Hence, there is a possibility to draw the attention of the policy makers to plan 
new policies and amend the existing policies which fit to the current 
requirement and further to draw their attention to prepare a national policy on 
pension. 

u Economic hardship due to COVID-19, particularly lockdown has created a 
miserable situation to the informal sector workers and a majority of them lost 
their income totally or drastically. Consequently overwhelmingly a large 
majority of them were unable to contribute to their pension scheme even 
during the Post-COVID-19 era. 
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Policy implications
u An appropriate strategies need to be developed and implemented   

by the institute, to attract more contributors with future 
development in mind – expansion of coverage. 

u The policy makers should consider establishing a medium term   
comprehensive strategy, including both contributory pension and  
social pension, in order to provide a social protection floor for   
elderly persons. 

The pension system needs to be reformed in the direction of 
comprehensive multilayer to ensure income security in the old age.
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u?
uQuestion & Answers 

uThank You 
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