
THE IMPORTANCE
OF PENSION

As people go through the course of their careers, 
they have an expectation that a time will come 
when they will be able to retire. When that time 
comes, it is befitting that one is financially secure 
to avoid any money strains that come with day 
to day living. This is where pension comes in. In 
broader terms, the United Nations through the 
sustainable development goals (SDGs) has purposed 
“to end poverty in all its forms everywhere”; the 
pension benefit must therefore also be sufficient to 
lead to a dignified retirement that addresses these 
overarching and global SDGs.

 This means that at national level, countries such 
as Botswana need to continuously reflect on both 
the extent to which their populations have access to 
a pension benefit either as retirees or beneficiaries 
and the adequacy of the benefit to protect and 
mitigate against extreme poverty. Pension, which 
means periodical or lump sum income received as a 
retirement benefit, is essential when planning your 
future. 

Employees across different sectors either working 
for the government, parastatal or private entity 
will at some point be forced to retire. It could be 
due to age, medical reasons or just to pursue other 
interests. The essence of pension is to save or invest 
a certain portion of your earnings such that when 
you no longer have the energy to continue working 
you will have income to survive or to maintain a 
reasonable lifestyle. So simply put, pension is a way 
of saving for retirement.

From an early age we are taught about the three 
basic needs, food, clothing and shelter. When 
we retire these needs and many others continue 
to exist. If they are not satisfied one risks being 
relegated into abject poverty. Therefore, to avert the 

chances of struggling after retirement we need to 
start saving as early as possible. Remember it is 
not at what age you will retire that matters, but at 
what income.

SOME OF THE ADVANTAGES OF PENSION
1. Employer contributions: The government 

contributes an equivalent of 15% of your salary 
towards your pension, while you only contribute 
5%.

2. Tax relief: One of the major benefits of a pension 
is the fact that there is tax relief on your salary. 
The government takes your pension contributions 
from your salary before deducting tax. You then 
only pay tax on the remainder of your salary

3. Social Security:  In the event of a member’s 
death, dependents would receive some benefits 
as lump sum or monthly pension. It could be 
used to buy food, clothing or even pay for school 
fees. Those who joined Pension Fund late when 
they were close to retirement age it is advisable 
to subscribe to the Additional Voluntary 
Contribution to augment the 5% contribution. 
Therefore, a pension plan is an important 
investment to make for you and your loved ones 
to build up funds to finance your future plans.

4. Annuity cash flow: Pension savings as an 
annuity that provides cashflow while you retire 
as opposed to a savings that you access to meet 
any other needs.  An annuity is a guaranteed 
amount paid for a pensioner’s lifetime.
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