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ABSTRACTS 
 

There has been a gradual shift the world over of Occupational Pensions schemes from the 

Defined Benefits to Defined Contribution.  This initially occurred in the Private Sector 

but lately Public Sector Occupational Pensions Schemes have embarked on the process of 

conversion with the aim of ensuring that there is equity in sharing cost of funding the 

schemes benefits between the employer and employee thus reducing the financial strain 

on the Government.  The objective of the study was to establish the employee perceptions 

to the new Defined Contribution pension scheme from the previous Defined Benefits 

pension scheme.  The research used descriptive survey design to explore the employee 

perceptions.  The target population for this study were the employees in the Public Sector 

Occupational pension schemes registered by the Retirement Benefit Authority (RBA).  

The primary qualitative date on the employee perceptions was collected using self 

administered questionnaires with close ended questions.  The date was analysed using 

descriptive statistics.  Statistical tools such as mean, percentages and standard deviation 

were computed with the aid of Statistical Package for Social Science (SPSS) software.   

The survey shows that the conversion from the previous DB scheme to the new DC 

scheme had an impact on the employee.  The conversion to the DC scheme moderately 

affected employees in the Public Sector Occupational Pension scheme.  However, for a 

number of employees the previous DB scheme met their expectations to a moderate 

extent as opposed to the new DC scheme mainly due to the fact that for the DB scheme, 

they employees knew in advance what their benefits were which is not the case in the DC 

scheme. For the mobile workers who often move from one job to another, the DC scheme 

was the preferred choice.  The study recommends that the Government should provide 

ample time for the occupational pension schemes to first understand the implications of 

the conversion and from that stand point cascade the information to its employees.  In 

addition the study recommends for more sensitization of employees on the benefits of the 

new DC scheme as it was clear from the study that the new DC scheme did not meet the 

expectations of the respondents. 
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CHAPTER ONE:  INTRODUCTION 

1.1 Background of the study 

Modern pension systems trace their roots back to the late 19th century in Germany, when 

the Bismarckian social welfare system was introduced.  Nowadays, pension are spread 

and established around the globe, including in both developed and developing countries.  

Though the type of pension system varies, they all play an important role of providing 

necessary income to elderly populations and in alleviating post retirement poverty among 

the poorest sector of society (Van Dullemen, 2007).  The rational for setting up pension 

schemes are similar in both the government and private sector employers.  Governments 

set up schemes to secure the independence of public servants, make career in the public 

service attractive against the back drop that the private sector pay higher remuneration, 

shift the cost of remunerating public servants into the future and retiring older civil 

servants in a politically and socially acceptable way (Chirchir, 2010). 

 

Pension policy has resonance with Human Resource Management because not only do 

arrangements for providing retirement income have long term effects but they also carry 

significant strategic implications involving both cost and choice. The type of pension 

plan now thought appropriate reflects the more strategically aware approach associated 

with Human Resources Management.  Changing employment patterns involve for 

example, more frequent job moves and breaks in employment.  This calls for schemes 

designed to be both portable and personal (Terry, 2000). 
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1.1.1 Concept of Perception 

Perception is the process of conceiving phenomenon that involves acquiring, interpreting, 

selecting and organizing sensory information and reacting to sensory stimuli or data.  

Using perception people translate sensory impressions into a coherent and unified view of 

the world around them (McGinnis, 2007).  Perception has three components: a perceiver, 

the target, and some situational context in which the perception is occurring.  Each 

component influences the perceiver’s impression or interpretation of the target.  

Perceptions matter in the sense that a person perceives and thinks about a situation as it 

affects their attitudes, attributes and behaviours (Elsbach et al, 2005).  Furthermore, 

(Nelson and Quick, 2008) observed that there is always a linkage between perception and 

individual quality of decision making.  Perception management is a key part of 

understanding human behaviour (Tella et al, 2007).   According to (Saari et al, 2004), 

employee perception can be measured using focus groups, interviewing employees, or 

carrying out employee surveys. 

 

Perceptions can be traced back to (Bartlett, 1932) influential works on the constructive 

nature of cognition, which argues that schematic thinking dominates human perception in 

ways that human generic beliefs about the world influence and shape information 

processes.  Other researchers such as (Allport, 1954) extended Bartlett’s work and 

advanced our understanding of perception, attitude, judgment, and several other concepts.  

The preceding discussion has suggested that from a psychological perspective, 

individuals perceptions have a direct influence upon their decision making and the 
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outcome of their decisions; thus, it is not surprising that organization theorists are now 

interested in relationships between perceptions and various aspects of organization. 

 

Berelson et al, (1964) also defines perception as “a complex process by which people 

select, organize, and interpret sensory stimulation into a meaningful and coherent picture 

of the world”.  In the same vein, perception is “about receiving, selecting, acquiring, 

transforming and organizing the information supplied by our senses” (Barber et al, 1976).  

Perception according to (Kotler, 1997) is the process through which people chose, 

organize and interpret information in order to form a meaningful picture of the world.  

Gibson, (1996) says it is the process of a person’s perception in understanding the 

environment that involves organizing and interpretation of stimuli in a psychological 

experience.   According to (Robbins, 1996), perception can also be interpreted as a 

process by which individuals organize and interpret their sensory impressions to give 

meaning to their environment.  Perception assists individuals in selecting, managing, 

storing, and interprets stimuli into a whole world picture and meaning.  Because each 

person is giving their meaning to the stimulus, the individual can differ in seeing the 

same thing in different ways. 

 

1.1.2 Defined Benefits Scheme 

In an article by (Bodie et al, 1988) published by the University of Chicago Press, a 

defined benefits scheme was described as a scheme in which the employees’ pension 

benefit entitlement is determined by a formula which takes into account years of service 

for the employer and, in most cases wages or salary. According to Watson, (2008) all 
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defined  benefits scheme occupational schemes are “trust based” that is, they are 

governed by trustees with fiduciary duties to act in the best interest of scheme members 

and where the sponsoring employer and employee agree to make contributions to the 

scheme in order to provide pension based on: pensionable service, typically the number 

of years the individual has been a member of the scheme; pensionable earnings, usually 

based on the individual’s final (or an average over the past few years) salary, and the 

accrual rate or the pension fact which represents the portion of earnings the employer 

offers to compensate every year.  As the employer is responsible for ensuring there are 

sufficient funds available in the pension fund to satisfy its pension obligations, it often 

supposed that the members of defined benefits scheme are exposed to fewer risks than 

defined contribution scheme members.   

 

Blake (2003) says that in defined benefits scheme, the sponsor guarantees an agreed level 

of retirement benefits to the members.  The sponsor hence bears the risk that the returns 

from the investment portfolio may not be enough to cover the Pension fund liabilities, or 

funding gap risk.  The sponsor can minimize this risk by choosing financial assets that 

match both the size and the volatility of the plan’s liabilities.  Matching the size of the 

liabilities ensures that they would be appropriately covered by assets.  Matching the 

volatility of liabilities exactly implies that both the assets and liabilities will be perfectly 

correlated and rules out the possibility that liabilities may exceed assets in the future. 

 

Over the last two decades, many organizations have made changes to the employee 

pension plans they sponsor, and a number of these have chosen to convert their defined 
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benefits scheme into defined contribution scheme.  The employers with defined benefits 

scheme are looking to contain their pension costs.  Accordingly, many are switching to 

defined contribution scheme in an effort to achieve more predicable funding costs 

(Aiyabei, 2011). 

1.1.3  Defined Contribution Scheme  

In an article by Bodie et al, (1988) published by the University of Chicago Press, a 

defined contribution scheme arrangement is one where the employer and also the 

employee make regular contributions into the employee’s retirement account.  The 

contributions are usually specified as a predetermined fraction of salary, although the 

fraction need not be constant over the course of a career.  Contributions from both parties 

are tax deductible and investment income accrues tax-free.  At retirement, the employee 

either receives a lump sum or an annuity, the size of which depends upon the 

accumulated value of the funds in the retirement account.  According to Barnow et al, 

(1979) in a defined contribution scheme, the amount of money contributed to an 

employee’s account at each point in time is determined by such criteria as the employee’s 

earning or the firm’s profits, or both.  Under such schemes the firm or its agent invests 

the pension contributions, and the employee receives no guarantee about the benefit 

levels that will be received upon retirement. 

 

Chirchir, (2010) says that the defined contribution scheme is referred to as money 

purchase scheme.  The benefits are limited to cash balances in member’s account at any 

one point in time and all risks are borne by the employees.  The cash balance depends on 

contribution period and amount and the investment returns.  Contribution amounts are 



6 

 

known to the members upfront but the final benefits due to investment remains unknown.  

The employer does not take liability for losses; employer’s risks are limited to making 

contributions at the required time.  Employer’s expenses are in essence predictable.  In 

this scheme a member and employer’s contribution are fixed either as a percentage of 

pensionable earnings. The contributions from the accumulated contributions to the 

scheme plus the investment income credited into the members account are critical in 

determining the member’s benefits. In a defined contribution scheme, the employer does 

not take liability for losses. 

1.1.4 Pension Schemes in Kenya 

Pension Funds in Kenya were first put in place after independence in 1963.  The first post 

independent pension fund body, the National Social Security Fund (NSSF), was 

established in 1965 (RBA 2000).  Prior to the reforms, the Pension Fund System provided 

for benefits once a worker retired on attaining the mandatory retirement age of 55 (RBA, 

2006).  Kenya has several types of schemes, which offer social security that can be 

divided into three categories.  These are public sector schemes, occupational schemes and 

individual schemes.  The public sector schemes are established by an Act of Parliament.  

The Occupational schemes are run by employers for their employees and are established 

through Trust deeds while the individual schemes are also established by Trust Deeds and 

are private schemes designed for the employed, self-employed and/or for those in non-

pensionable employment (Chitembwe, 2007).   

 

The Kenya’s Public Service Pension Scheme (PSPS) covers approximately 406,000 civil 

servant, teachers, police and prison staff and just over 200,000 pensioners.  Separate 
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arrangements apply for the armed forces and other military personnel.  The scheme is 

modelled as a Pay – As – You – Go basis and is non-funded.  The Public Sector Pension 

Scheme operates on a defined benefits basis and is non-contributory other than modest 

contributions at 2% of salaries made by employees towards widows and orphans benefits 

(Raichura, 2008). The road to reforming the public service pension scheme for civil 

servants, teachers and the disciplined forces culminated in the passing of the Public 

Service Superannuation Scheme Act 2012.   

 

The new scheme aims at introducing a contributory pension scheme funded by both the 

public servants and the Government with a view to easing the pension burden on the 

exchequer thus freeing public funds for other critical national priorities while at the same 

time ensuring that the pension budget remains sustainable.  In addition, the scheme will 

allow portability of pension benefits thus allowing free movement of staff into and out of 

Government (Public Finance Notes, 2012).  According to RBA (2008), there were 1679 

pension funds by the close of 2007, of which 130 funds were in the public sector, 16 were 

individual retirement schemes and the rest were established by private enterprises.  It is 

reported that, of the 130 plans in the public sector, 69 are grossly under-funded and need 

urgent measure to revitalize them (Daily Nation, 2006). 

1.2 Research Problem 

Employer’s reason for the restructuring of pension schemes include the desire to reduce 

overall pension costs, moderate the effect of government regulations, reduce 

administrative costs and respond to perceived worker preferences (Clark et al, 2000).  

The sponsor of a pension scheme may choose to convert a scheme from one design to 
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another, introduce parallel schemes, or close down existing schemes.  It is through this 

window of opportunity that sponsors may convert defined benefits Scheme to defined 

contribution scheme.  In converting from defined benefits scheme to defined contribution 

scheme, employers may opt to fully close the defined benefits scheme to new employees 

while allowing existing members to continue accruing future benefits until retirement, 

close the defined benefits scheme and freeze future accruals of benefits, or all together 

close the defined benefits scheme to existing members and transfer benefits to new DCS 

benefits or individual retirement fund arrangement (Chirchir, 2010). 

 

Globally, in the mid 1990’s conversions from defined benefits scheme to defined 

contribution scheme occurred across government units at the state and local levels (Clerk 

et al, 2000).  India succeeded in introducing a new defined contribution scheme Pension 

Fund for new employees joining the Central Government in 2004 closing the Public 

Scheme to new employees.  In the United States for example, it is estimated that the 

defined contribution scheme grew 600% between 1987 and 2002 (Ross et al, 2002).  The 

United Kingdom is known to have experienced significant conversion from defined 

benefits scheme to defined contribution scheme in the 2000.  In Kenya like many other 

counties has experienced notable increase of defined contribution scheme over the years.  

This is attributed to both conversions of existing defined benefits scheme to defined 

contribution scheme and the new preference for defined contribution scheme by sponsors 

of newly registered schemes.  Majority of scheme conversions have been happening 

among Parastatal based schemes.  Newly registered occupational schemes are commonly 

designed as defined contribution scheme because of the small scaled nature of the 
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sponsors business and the highly mobile youthful workforce.  The highest reduction of 

DBS and consequently the highest increase in defined contribution scheme happened in 

2005.  Defined benefits scheme dropped by 18% and defined contribution scheme 

increased by 49%.  Scheme conversions combined with preference for defined 

contribution scheme over defined benefits scheme of sponsors of newly registered 

schemes has contributed to the increase in the number of defined contribution scheme 

(Chirchir, 2010). The Government of Kenya in a Treasury Circular No. 18 issued in 

November, (2010) directed all Public Sector Pension Funds to convert from Defined 

Benefits Scheme to defined contribution scheme.  The circular further stated that scheme 

members with less than five (5) years to attain the retirement age may be given an option 

to stay in the defined benefits scheme or transfer to the new defined contribution scheme. 

 

Various studies have been carried out on aspects of pension schemes.  Kyengo, (2010) 

studied the extent of pension coverage for informal sector workers in Nairobi City 

Council.  The study revealed that a small proportion of informal workers at Nairobi City 

Council were in a Pension Scheme. Main challenge was lack of information.  Further the 

study revealed that pension schemes did not address the needs of the informal sector 

workers hence the reason why a small proportion was covered.  Njuguna, (2010) assessed 

the impact of Retirement Benefits regulations on the cost efficiency of Retirement 

Benefits Schemes in Kenya.  The study showed that the introduction of regulation 

increased the cost of efficiency among pension schemes.  Wanyama, (2002) conducted a 

survey on compliance with regulations by investment managers and concluded that most 

firms did not comply leading to operational inefficiencies.  Kusewa, (2007) studied the 
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impact of regulation on financial performance of Retirement Benefits Schemes and 

concluded that there was a positive impact on their financial performance. From these 

studies it is apparent that no study has been done on employee perceptions of the 

conversion of Public Sector occupational pension schemes from defined benefits scheme 

to defined contribution scheme.  This study seeks to establish what the employee 

perception of the new defined contribution scheme is. 

1.3 Research objective 

The objective of this study is to establish the employee perception of the new Defined 

Contribution Scheme. 

1.4 Value of the Study 

This study will be beneficial to the following: 

 To the Researchers, the findings of this study will serve as a basis for further research. 

The study will contribute to the body of existing knowledge on pension funds; 

 

To the Government and the Regulatory Agency, the findings will provide the relevant 

information necessary in the formulation of policies and guidelines on aspects regarding 

conversion of pension schemes and creating a conducive regulatory framework for public 

sector occupational pension schemes.   

 

Employers too will find this study very beneficial as they will be able to know and assess 

how the employee perceived the conversion process from Defined Benefits to Defined 

Contribution. 
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CHAPTER TWO:   LITERATURE REVIEW 

2.1   Introduction 

This chapter gives a detailed literature review on the occupational pension schemes what 

they are and the reasons why an employer seeks to establish them.  It also explains how 

the occupational pension schemes can be operated and desired and to whom the 

occupational pension schemes are subject to.  This chapter further discuss in detail both 

the defined benefits scheme and defined contribution scheme pension schemes.  It discuss 

the definitions of the  pension schemes, modus operandi of the pension schemes, the 

advantages and disadvantages of the pension schemes and further discusses why 

employers are converting pension schemes from defined benefits scheme to defined 

contribution scheme. 

2.2   Occupational Pension Scheme   

The provision of an occupational pension scheme by an employer must be viewed in the 

broader context of human resource strategy, since pension provision is generally regarded 

as having an important place in a range of fringe benefits that may be offered to 

employees as part of an overall reward package (Colin et al, 2002). Early occupational 

pension schemes were essentially paternalistic, provided as part of an employer’s diffuse 

obligation to ‘look after’ their workforce through various forms of welfare provisions. It 

has always been assumed however that since this provision was an aspect of one side of a 

set of mutual obligations on the part of employer and employee, there would be some 

form of reciprocation in terms of desirable forms of employee behaviour (Colin et al, 
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2002).  The rationale of establishing retirement benefit arrangements is often similar for 

both defined contribution scheme and defined benefits schemes with the primary 

objective of providing for members upon retirement.  It is also meant to provide retirees 

with a certain standard of living by ensuring that their income does not fall below a 

certain minimum level after retirement.  Retirement benefits plan have therefore been 

instituted so as to help employees experience a wonderful life during their retirement 

years (Adkins, 2010). 

 

Traditional, funded occupational pension schemes were designed around Defined 

Benefits Pension; Defined contribution plans accounted for a small fraction of employer-

sponsored pensions and were typically offered by smaller firms or as supplementary 

plans for high income earners.  Most employers in the past have used defined benefit 

plans in competitive labour markets to attract and retain skilled worker as opposed to 

defined contribution plans where the benefits are portable once vested to the members 

(Turner et al, 2008).  However, the traditional defined benefits retirement plans are 

gradually losing their dominance in the occupational pension system in many countries.  

There has been a gradual shift towards defined contribution retirement plans (Broadbent 

et al, 2006). Occupational pension schemes were introduced to meet the different needs 

of employers and employees.   

 

Employers view their Occupational Pension Schemes as an important means of attracting, 

retaining, motivating and increasing the level of job satisfaction amongst the staff.  The 

prospect of an occupational pension scheme can be attractive to employee in a variety of 
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ways.  Looking first at the recruitment process, one might expect would be employees to 

consider whether the employer offers a pension scheme at all.  Such an employer is likely 

to be perceived as having a ‘caring’ orientation towards the staff, quite apart from the 

current and future financial benefits that pension schemes provide (Wanjohi et al, 2011).  

 

Once the employee has been taken on, a pension scheme can play a role in retaining such 

people.  An employee would ceteris paribus, be attracted to remain with an employer who 

contributed, say 25% of salary to the pension fund rather than shift to an employer who 

made no such contribution.  From an employer’s perspective, pension scheme may also 

have the effect of inducing employees not simply to stay with the employer, but also to 

work diligently, to the satisfaction of the employer (Terry et al, 1997).  Employees 

wanted a tax efficient and paternalistic means to controlling their workforce and 

employees wanted a secure pension in retirement that bore some relation to the income 

they had received while working (Hannah, 1986).  Indeed, it is still the case that 

employers view their occupational scheme as an important means of attracting and in 

particular, retaining staff (Taylor et al, 1995).  However, although the relationship 

between withdrawal and retirement benefits provided by defined benefits scheme means 

that they might provide employees with a final incentive to remain with their employer, it 

is not certain that they do have this effect on employees employment decisions (Cooper, 

1999). 

 

Provision of an occupational pension scheme is based more on a belief in its contribution 

to fostering employee loyalty than on hard evidence (Terry, 1997).  Organizations with 
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pension schemes may have low employee turnover because they also offer better pay and 

conditions or more enlightened human resources management practices generally 

(Taylor, 2000).  Mutuku, (2004) has defined an occupational retirement scheme as a 

scheme to which access is linked to an employment relationship.  These schemes are 

established by employers to act as vehicles for accumulation of retirement savings for the 

employee (RBA, 2000).  Although the employer is responsible for sponsoring the 

scheme, it is actually run by a Board of Trustees.  It is the Board of Trustees that is 

responsible for ensuring payment of benefits. There has been a belief that benefit 

provision fosters employee loyalty and commitment to the organization, not only by 

linking long service with economic self-interest but also in some way by creating 

“favourable attitudes to the business which can improve commitment and performance” 

(Colin et al, 2002).  Indeed, fostering employee loyalty became a commonly stated 

objective of occupational pension schemes (Hannah, 1986) and was also reflected in the 

growth of employee participation in the administration of these schemes, although 

employee “participation” tended to be confined to receiving information or having some 

say in discretionary administrative decisions rather than major decision over deployment 

of the capital tied up in pension funds or in the appointment, role and training of trustees 

(Terry et al, 2000). 

 

The Occupational Retirement schemes can be operated on defined benefits or on defined 

contribution ideologies.   Although there is no compulsion for employers to set up the 

Occupational Retirement Scheme, once established, the scheme falls under the mandate 

of the Retirement Benefits Authority and must comply with the laid down regulations. 
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The employer is referred to as the Sponsor and will normally assist its employees in 

making contribution into the scheme. Such schemes are established under a trust deed.  

The Occupation Retirement schemes are estimated to cover an estimated 3% of the 

working population in Kenya (RBA, 2008).  Employers in many parts of the world are 

not mandated to establish occupational retirement benefit schemes for their employees.  

Employers therefore voluntarily chose to establish occupational retirement benefits 

schemes for their employees.  An employer who starts an occupational scheme has an 

upper hand first and foremost to choose the design of the scheme.   Upon setting up the 

scheme, an employer is not prohibited from changing the design or terminating the 

scheme (Chirchir, 2010).  Based on how the scheme is designed or how benefits are 

determined, a retirement benefits scheme can be classified as a defined contribution 

scheme or defined benefit scheme.   

2.3    Defined Benefits Schemes  

An employer establishing a defined benefits scheme also referred to as a final salary 

scheme commits to pay predefined future amounts of benefits to enrolled members for 

years of rendered service bearing all risks of such promise.  Benefits are determined 

using a formula that takes into account the employee earnings commonly the final salary 

representing the highest earning, years of service and a pension factor that represents the 

portion of earnings the employer offers to compensate every year.  The risks which 

include the unknown costs and investment risks are borne by the employer.  Whereas the 

employers enjoy limited surplus because the surplus are shared out with the members, the 

employer becomes fully liable in the event of loss and has to make good the loss by 

increasing employer’s contribution or through other arrangements that will remedy the 
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loss position.  Therefore the main risk to the employee is the solvency of the employer so 

as to be in a position to meet the promised benefits (Chirchir, 2010).    

 

It is argued that the provision of a defined benefits scheme attracts staff by demonstrating 

a willingness on the part of the employer to provide a reasonable level of security and a 

willingness to invest in their long term future.  A defined benefits scheme is also thought 

to retain staff, through a variety of inter related mechanism:  first, the more diffuse 

process of engendering employee loyalty through signalling that the organization ‘cares’ 

about their long term interest; second through the more specific and tangible mechanism 

whereby pension schemes reward seniority through ‘back loading’ (where a 

disproportionate amount of pension wealth accumulates in later career); third deterring 

turnover through the financial cost involved in leaving a pension scheme early or moving 

to one that is less generous; and fourth, through various vesting rules (Colin H. et al, 

2002) 

 

Final salary pension schemes aim to provide a pension at retirement based on service 

completed with the sponsoring employer and salary received in the years immediately 

preceding retirement.  If employees leave prior to the normal retirement age of the 

scheme, their benefits will be based on salary at withdrawal.  Although the benefits must 

be revalued between withdrawal and retirement, to allow for inflation, it is likely to be a 

smaller benefit, for the years of service completed, then would have been provided had 

the employee remained in service.  Because defined benefits scheme raise considerable 

expectations in their members, they are heavily regulated.  The extent of regulation has 
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increased cost for employers.  Final salary schemes place an “open ended” liability on 

employers in that if the demographic or financial experience of the scheme is worse than 

expected, it is the employer that is usually expected to meet the extra cost (Cooper, 

1999). 

 

A defined benefits scheme is sponsored by the employers.  For each year of service, the 

employer promises to provide a definite benefit to the employee which commences upon 

the employee’s retirement, and continues as long as he/she lives.  The scheme also 

provides some ancillary benefits such as early retirement subsidies, death, disability and 

termination benefits.  It may also provide cost of living increases for benefits after 

retirement designed to reflect the economic environment at the retirement age.  The 

amount of retirement benefits is intended to replace a certain percentage of earnings 

immediately before retirement (Aiyabei, 2011).  As Hudson, (2008) shows, over the 

recent past, new regulatory and governance requirements and demographic changes have 

all significantly raised the costs and reduced the expected benefits to employers operating 

defined benefits scheme.  The response of many employers to these developments has 

been to either close down their defined benefits scheme, close the scheme to new 

members and/or to cap any further accruing of benefits from existing members.   

 

Defined benefits scheme continue to subsidise employees who remain with one employer 

the expense of those who change employers and leave the scheme early.  This portability 

loss for early leavers is more commonly known as ‘cash equivalent loss’ and according to 

(Blake, 2000), the loss for a typical worker who changes jobs six times in their working 
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live can be between 25 – 30 per cent of the full service pension.  Every one changing jobs 

once in mid-career can lose up to 16 per cent of the full service pension.  By default, 

defined benefits scheme will spread risks over generation.  Sponsors are not permitted to 

reduce member’s benefit when faced with financial challenges.  It is only in the very 

extreme of cases that it has been possible to reduce member’s contribution but even in 

such cases only future benefits may be reduced and not already accumulated benefits.  

Employers are generally exposed to unpredictable cash liabilities. The defined benefits 

scheme better reward employees the longer the employees remain in one employment 

disadvantaging members who leave at short period of service (Chirchir, 2010).   

 

A defined benefits scheme contributes towards employee security not only by 

transferring the investment risk to the employer, but also by enabling a relatively 

confident estimation of the level of income in retirement (Cooper, 1999).  Defined 

Benefits Scheme also allow for the possibility of early retirement as a result of a 

member’s ill health, and will provide a pension under these circumstances, although the 

pension may be reduced to take account of the fact that the pension is being provided at 

an earlier age than that of normal retirement.  Many defined benefits scheme also provide 

a pension in the case of voluntary early retirement, subject to certain conditions of 

eligibility such as age, proximity to normal retirement and minimum period of service 

(Colin H. et al, 2002).  

 

The traditional defined benefits schemes are gradually losing their dominance in the 

occupational pension schemes in many countries.  There has been a gradual shift towards 
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defined contribution scheme (Broadbent et al, 2006).  The transition from defined 

benefits scheme to defined Contribution scheme is shifting investment risk from the 

corporate sector to households.  Households are therefore becoming increasingly exposed 

to financial risks, and retirement income may be subject to greater variability than before.  

This is not only the case in countries with mature occupational pension system, but also 

interestingly in emerging markets, where pension reforms are adopting a structure 

predominantly based on that of defined contribution scheme. Proponents of defined 

benefits scheme plans maintain that defined benefits scheme plans are the only 

arrangement that can provide genuine retirement security (Aiyabei, 2011). 

2.4    Defined Contribution Scheme  

In a defined contribution pension scheme, the sponsors are only responsible for making 

contribution to the plan.  There is no guarantee regarding asset at retirement, which 

depends on growth in the assets of the plan.  The financial risk to which the provider of a 

defined contribution scheme is exposed to is minimal (Davis, 2000).   The concept of 

defined contribution scheme emerged in the 1980s and whose growth into the 2000 was 

escalated by numerous closures and conversions of defined benefits scheme to defined 

contribution scheme as well as new defined contribution scheme establishment.  In the 

beginning defined contribution scheme were established by employers purely as a 

supplementary channel for their employees to save additional income for retirement 

(Chirchir, 2010).  A defined contribution pension scheme provides an income for the 

pensioner after retirement from a fund built up for investing a series of contributions 

during the period of employment.  The financial risk is taken by the member of the 

scheme since the fund is associated with an individual and there is no guarantee of a fixed 
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benefit level at retirement.  The pension is split into two phases.  During the 

accumulation phase, scheme members and/or their employer contribute to the pension 

fund, which is invested in a portfolio of assets with a particular risk profile.  In the 

distribution phase, pensioners receive periodic income from the fund in order to provide 

support in old age (Lunnon, 2002).   

 

Despite a shift toward defined contribution scheme only plans over the last 10 years, 

retirement plan strategy remains a matter of utmost concern to employers and employees 

alike.  Employers are looking to reduce cost and cost volatility but also understand the 

impact that any plan changes can have on talent and workforce planning.  Employees hit 

hard by the recent recession and slow recovery are focused on greater retirement security 

(Towers Watson report, 2012).  The pension resulting from a defined contribution 

scheme depends solely on the size of the fund accumulated at retirement.  The 

accumulated fund must be used to buy a life annuity, although up to 25 per cent of the 

fund can be taken as a tax free lump sum on retirement date.  A defined contribution 

scheme makes the financing of benefits explicit but leaving the cost of the outcomes or 

benefits fairly unclear unlike in a defined benefits scheme where the individual benefits 

are visible but the financing of benefits is typically, opaque (Colin et al, 2002).   

 

Watson, (2008) argues that defined contribution scheme plans are superior to defined 

benefits scheme plans especially for the mobile employee and provide both employer and 

employee with the most cost-effective way of saving for a pension due to the low 

operational, governance and regulatory costs and flexibility.  From an employees’ point 
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of view, it seems that defined contribution scheme are more attractive for newer, 

younger, more mobile employees (Aaronson, 2005).  The rise in the number of women in 

the workforce has resulted in employees with weaker attachment to a single employer 

and higher demands for more portable pensions i.e. defined contribution scheme plans.  

This increase in women means overall, the mobility of the workforce is increased, thus 

decreasing the demand for traditional long tenure rewarding defined benefits scheme 

(Williamson, 2003).   

 

Shifts in worker demand play a large role in the overall shift from defined benefits 

scheme to defined contribution scheme where employees tend to favour more flexible 

employment contracts.  The recent acceleration of the trend towards defined contribution 

schemes appears to be linked to a confluence of factors e.g. under funding and its 

persistence due to a decline in long term interest rates, the move to more market based 

accounting, increasing regulatory burden and uncertainty and recognition of the effects of 

increased longevity on plan costs that has prompted plan sponsors to improve their 

management of the financial risks in defined benefits scheme. Whereas the evolution 

towards defined contribution scheme pension plans can be beneficial for both the 

employees and employers, it nevertheless reallocates risk within the financial system.   

 

In defined benefits scheme pension plans, responsibility for funding and investment 

management rests with the firm sponsoring the plan.  In a defined contribution scheme 

plan these tasks and associated risks are typically assumed by the employee.  This shift of 

responsibilities and risks from the corporate sector to the household sector has potential 
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implications for financial stability.   Proponents of defined contribution scheme argue 

that the defined contribution schemes are more secure because the participants actually 

see the contributions deposited in their individual accounts (Aiyabei, 2011). The decline 

in defined benefits scheme with less than one-third of schemes still open to new 

members, and their replacement by the less generous defined contribution scheme has 

been overwhelming been seen by employees, the general public and government as an 

unwelcome development that shifts significant pension risks from the employer onto the 

employee (Hudson, 2008).   

 

Defined contribution scheme is often perceived to offer better value for money for people 

who change jobs than the defined benefits scheme.  Value for money however is a 

difficult concept to judge.  For instance defined contribution scheme might offer 

employees the opportunity for a better rate of investment returns than a defined benefits 

scheme, but there is also the possibility of a worse return.  In a defined benefits scheme, 

the investment risk is largely carried by the sponsoring employer while in a defined 

contribution scheme, it is the employer who takes the risk.  This makes defined 

contribution scheme more or less attractive according to the risk aversity of the individual 

concerned.  Similarly, there might be far greater flexibility within a defined contribution 

scheme for an individual with a personal pension plan as he will be able to choose which 

benefits the scheme should provide, and to select the retirement age.   

 

In a defined contribution scheme, even though an individual has contributed prudently 

throughout their working life, a fall in the investment market, or a drop in interest rates, 
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just prior to retirement can have a significant effect on the level of pension purchased.  

Increasingly, employers are replacing, or considering replacing defined benefits scheme 

with defined contribution scheme partly because they are less heavily regulated and so 

cheaper to administrate, and they do not have the open ended liability of defined benefits 

scheme.  In addition, the employer’s contribution is fixed and thus predicated, whereas in 

a defined benefits scheme the employer’s contribution can vary from year to year 

according to the demographic and investment experience of the scheme.  (Cooper, 1999). 
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CHAPTER THREE:   RESEARCH METHODOLOGY 

3.1    Research Design 

For this study, a descriptive survey design will be the appropriate method based on two 

reasons.  First, the study targets a population where the best way of obtaining information 

will be using descriptive survey and secondly the nature of information i.e. perceptions 

will best be gathered through this method. 

3.2   Population 

The target population for this study are the employees in Public Sector Occupational 

Pension Schemes registered by Retirement Benefits Authority (RBA) that are members in 

the  defined contribution scheme.  The target population is about 30,000 employees in the 

Public Sector.  There are a total of 30 Public Sector Occupational pension Schemes that 

have the defined contribution scheme.    

3.3   Sample Design  

The population being in the Public Sector is very large.  Krejcie and Morgan, (1970) 

came up with a formula and developed a table of determining sample size.   For a 

population of 30,000 employees, the sample size is 379 employees. The sampling method 

shall be purposive sampling technique. This is the sampling method where a researcher 

purposely targets a group of respondents believed to be reliable for the study, Kombo et 

al, (2006).   
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3.4   Data Collection 

Primary data will be required for this study.  This data will be collected from employees 

in the 30 Public Sector Occupational Pension Schemes.    A structured questionnaire with 

close ended questions will be used to collect the data.  The questionnaire will have two 

(2) sections.  Section A will collect personal information regarding the respondents.  

Section B will collect information regarding the employees’ perceptions towards the new 

defined contribution scheme.  The questions are structured in tandem with the objective 

of the study.  The questions shall be administered through email and drop and pick 

method.  The advantage of using questionnaires is the fact that they will reach a large 

sample size.  Further, questionnaires are cheaper, quicker and easy to quantify.  

3.5   Data Analysis  

After gathering data from questionnaires the data will be analysed using descriptive 

statistics.  Means and percentages will be computed with the aid of the Statistical 

Package for Social Science (SPSS) software.   
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CHAPTER FOUR:   DATA ANALYSIS, INTERPRETATION AND 

DISCUSSION 

4.1 Introduction 

This chapter presents the findings of this study.  The study attempted to determine the 

employee perception to the new defined contribution pension scheme from the previous 

defined benefits scheme.  The findings are presented and interpreted in sections focusing 

on each of the research question.  The analysed data is presented in tables.   

4.2 Response rate 

The response rate was high and therefore the sample was sufficiently representative for 

making inference and generalization.  Out of a total of 450 questionnaires sent out to the 

various Public Sector Occupational Pension Funds in the country, we were able to receive 

405 questionnaire duly filed and responded to.  The response rate was a fair 

representation and conforms to Mugenda and Mugenda, (2003) stipulation that a response 

rate of 50% is adequate for analysis and reporting, a rate of 60% is good and a response 

rate of 70% and over is even better for social research. 

4.3 Profile of the respondents 

The profile of the respondents provides information on the age, gender, level of education 

and level in the organizational structure. The data was analysed and is shown in the tables 

that follow. 
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4.3.1 Age Bracket 

Table 4.1 shows the age bracket of the respondents.  

Table 4.1: Age Bracket 

  Frequency Percent 

 21 - 30 121 29.9 

31 - 40 166 41.0 

41 - 50 86 21.2 

51 - 60 32 7.9 

Total 405 100.0 

Source: Author (2014) 

The age bracket of the respondents was fairly distributed.  As shown on the table 4.1 

above 29.9% of the respondents are between 21-30 years, 41% are between 31-40 years, 

21.2% are between 41-50 years and 7.9 of the respondents were in the age bracket 

between 51-60 years.  This means that all ages were well represented. 

4.3.2 Gender 

Table 4.2 provides how many of the respondents were either male or female. 
 
Table 4.2:  Gender 
 
  Frequency Percent 

 Male 220 54.3 

Female 185 45.7 

Total 405 100.0 

Source: Author (2014) 



28 

 

The gender of the respondents was fairly distributed.  The male respondents were 220 

and accounted for 54.3% while the female respondents were 185 and accounted for 

45.7%.  There were however more male than the female respondents.   

4.3.3 Level of education 

Table 4.3 shows the level of education of the respondents. 

Table 4.3: Level of Education 

  Frequency Percent 

 Post University 73 18.0 

University 142 35.1 

Higher National Diploma 77 19.0 

Diploma 41 10.1 

Form 6 29 7.2 

Form 4 37 9.1 

Other 6 1.5 

Total 405 100.0 

Source: Author (2014) 

 

The level of education amongst the respondents varied as represented in table 4.3 above. 

35.1% were undergraduate holders followed by Higher National Diploma holders who 

were 77 and accounted for 19.0%.  Post University holders were 73 and accounted for 

18% while Diploma holders were 41 representing 10% of the respondents.  A small 
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number held Form 6 and Form 4 certificates.  This means that most of the respondents 

are educated and therefore had an understanding of the questions asked in the study.  

4.3.4 Level in the organizational structure 

The level of the respondents in the organizational structure is shown in table 4.4 below. 

Table 4.4: Level in the organizational structure 

  Frequency Percent 

 Senior Management 36 8.9 

Middle Management 138 34.1 

Junior Management 164 40.5 

Support Staff 67 16.5 

Total 405 100.0 

 Source: Author (2014) 

Most of the respondents i.e. 164 respondents or 40.5% are in Junior Management 

followed closely by those in Middle Management who were 138 in total and accounted 

for 34.1%.  Support staff were 67 and accounted for 16.5% while those in Senior 

Management were 36 and accounted for 8.9%.  This means that all levels in the 

organizational structure were well represented.   
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4.4 Members of Pension Scheme  
 

Table 4.5 shows the number of respondents who are members of a pension scheme 
 
 
Table 4.5: Membership in a Pension Scheme 

  Frequency Percent 

 Yes 400 98.8 

No 5 1.2 

Total 405 100.0 

Source: Author (2014) 

 

A huge majority of the respondents are members of a Pension scheme.  This accounted 

for 400 respondents or 98.8%.  A very small percentage i.e. 1.2% or 5 respondents are 

not members of a pension scheme.  This means that we are likely to get good feedback 

from respondents based on the fact that the study is on pension schemes. 
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4.4.1 Design of retirement type plan 
 

Table 4.6 below shows the design of retirement plan that the respondents belong to. 
 
 

Table 4.6: Design of retirement type plan 

  Frequency Percent 

 Defined Benefit 73 18.0 

Defined contribution 329 81.2 

Don’t Know 3 .7 

Total 405 100.0 

Source: Author (2014) 

 

Majority of the respondents are in the Defined Contribution retirement plan.  This 

accounted for 329 respondents or 81.2% while those in DB Scheme were 73 respondents 

or 18%.  A small number accounting for 3 respondents or 0.7% said they did not know 

the design of the retirement plan.  Considering the study is on the employee perceptions 

to the conversion from Defined Benefits to Defined Contribution, we are likely to get 

employees perceptions on the DC scheme. 
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4.4.2 When Conversion from Defined Benefit to Defined Contribution 
occur (years) 

 

Table 4.7 shows the number of years since the conversion of the pension scheme from 

Defined Benefits to Defined Contribution occurred for the respondents. 

Table 4.7 

 No. of years since DC 

was introduced  Frequency Percent 

 1 12 3.0 

2 158 39.0 

3 166 41.0 

4 25 6.2 

5 3 .7 

7 1 .2 

Total 365 90.1 

 No response 40 9.9 

                Total 405 100.0 

Source: Author (2014) 

 

Majority of the respondents indicated that the conversion from Defined Benefits to 

Defined Contribution happened in the last three years.  166 respondents or 41% said that 

the conversion from DB to DC happened in the last 3 years.  About 158 respondents or 

39% said that the conversion happened in the last 2 years and 12 respondents or 3% said 
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that the conversion happened in the last 1 year.    This means that a majority of the 

respondents are aware of the Defined Contribution scheme and therefore able to give 

useful feedback on the perceptions of the Defined Contribution scheme. 

4.5   Perceptions of the employees to the conversion  

The general objective of the study was to establish the perceptions of Public Sector 

employees to the new DC pension scheme from the previous DB scheme.  This section 

therefore deals with the perceptions.  The perceptions were analysed in four parts namely 

the effects of the previous DB scheme on the respondents, the effects of the DC scheme 

on the respondents, effects on the respondents contribution and benefits and the effect on 

the respondents when seeking employment.  The respondents were asked to rate their 

perceptions on a scale of 1 to 4:  To a great extent (4), moderately (3), to a little extent (2) 

and to a little extent (1).   An average mean of the perceptions was established in order to 

provide a generalized feeling of all the respondents.  A mean greater than 3.5 implied that 

the employee perception was to a great extent.  A mean between 2.5 – 3.5 implied the 

employee perception was moderate while a mean score of 1.5 – 2.5 implied the employee 

perceptions were to a little extent.  Less than 1.5 mean implied not at all. 

 

The standard deviation on the other hand describes the distribution of the responses in 

relation to the mean.  It provided an indication of how far the individual responses to 

each question vary from the mean.  A standard deviation of more than 1 indicates that 

there is no consensus, greater than 0.5 and less than 1 indicates that the responses were 

moderately distributed. 
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4.5.1    Respondents perception to the previous DB scheme 

  
The respondents’ perception about the previous DB scheme is shown in table 4.8 below. 
 
 
Table 4.8 

Statement 

N Mean 

Std. 

Deviation 

Conversion from defined benefit to defined 

contribution affected me 

405 2.57 1.484 

I had an adequate understanding of the previous 

defined benefit scheme 

405 3.07 1.354 

In general, the previous defined benefit scheme met 

my expectation 

405 2.99 1.368 

Source: Author (2014) 

 

From the analysis, it is clear that the conversion of the Public Sector occupational 

pension scheme from DB to DC affected the employees to a moderate extent at a mean of 

2.57 and standard deviation of 1.484.  However, the employees in the Public Sector did 

have to a moderate extent an adequate understanding of the previous DB scheme at a 

mean of 3.07.  In addition the previous DB scheme met the expectations of the employees 

in the public sectors to a moderate extent at a mean of 2.99.        
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In conclusion, the analysis implies that the employees were moderately affected by the 

conversion from DB to DC scheme particularly those employees who had been in the 

previous DB scheme for a number of years and now had to convert to the DC scheme 

following the directive from Government.  Having been in the previous DB scheme, the 

employees had a bit of understanding of the previous DB scheme as they had been part of 

it and further that the previous DB scheme met their expectations to a moderate extent. 
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4.5.2   Respondents perception of the new DC scheme  
 

 
Table 4.9 shows the respondents perception of the new DC scheme. 
 

Table 4.9 

Statement 

N Mean 

Std. 

Deviation 

q14: When the retirement scheme was being 

changed to defined contribution, I received 

adequate communication. 

405 2.90 1.205 

q15: I have an adequate understanding of the 

defined contribution scheme and its benefits. 

405 3.20 .958 

q16: Generally, the defined contribution scheme 

meets my expectation 

405 2.20 1.213 

q17: When I retire the defined contribution scheme 

will provide me with adequate income 

405 2.26 1.193 

q18: Generally, the change from defined benefit to 

defined contribution was good for me. 

405 2.08 1.225 

q23: My level of job satisfaction increased with 

the new Defined Contribution scheme. 

405 2.00 1.303 

q27: With the new defined contribution scheme, 

my employer will no longer be liable in the event 

of any loss in the pension scheme. 

405 3.31 1.172 

Source: Author (2014) 
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Table 4.9 above reveals the effects of the DC scheme on the respondents.  It is clear that 

when the pension scheme was change to the DC scheme, the employees received to a 

moderate extent adequate communication at a mean of 2.90.  In addition, the employees 

had adequate understanding of the DC scheme and it benefit to a moderate extent at a 

mean of 3.20.  However, the DC scheme met the expectations of employees in the Public 

Sector to a little extent at a mean of 2.20.  This can be attributed to the fact that the DC 

scheme would provide the employees to a little extent with adequate income when they 

retire at a mean on 2.26.   

 

It is clear from the analysis that the change from DB to DC was good for the Public 

Sector employees to a little extent at a mean of 2.08.   In addition, the level of job 

satisfaction for the employees in the Public Sector with the new DC scheme increased to 

a little extent at a mean of 2.00.   On the whole, one of the greatest effects of the DC 

scheme on the employees of the Public Sector Occupational Pension scheme was the fact 

that the employer is no longer liable in the event of any loss in the DC scheme unlike in 

the DB scheme where the employer was liable in the event of any loss in the pension 

scheme.   

 

In conclusion, the analysis implies that although the employees in the Public Sector 

Pension scheme received adequate communication on the DC scheme and further had 

adequate understanding of the DC scheme and its benefits, the change from DB to DC 

was neither good for the employees nor did it increase their level of job satisfaction.   

This goes to show that the employees in the Public Sector were not enthusiastic about the 

conversion from DB to DC particularly because in the event of any loss in the pension 

scheme, the employer would not be liable as was the case in the DB scheme. 
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4.5.3   Respondents perception about their contributions and benefits 
 

The respondents’ perception about their contributions and benefits with the new DC 

scheme is shown in table 4.10 below. 

Table 4.10 

Statement 

N Mean 

Std. 

Deviation 

The new defined contribution scheme will provide 

me with less retirement benefits than the previous 

defined benefit scheme. 

405 2.79 1.272 

The new defined contribution scheme will provide 

me with about the same benefits. 

405 2.63 .934 

The new defined contribution scheme will provide 

me with more retirement benefits than the previous. 

405 2.25 1.187 

In the new defined contribution scheme my benefits 

at retirement will be affected in the event my 

employer becomes insolvent 

405 3.34 1.195 

My contribution to the pension scheme increased 

with the new defined contribution scheme 

405 2.87 1.432 

My employer's contribution to the pension scheme 

increased with the new defined contribution 

scheme. 

405 2.86 1.421 

Source: Author (2014) 
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The new DC would to a moderate extent at a mean of 2.79 provide the employees of 

Public sector occupational pension scheme with less retirement benefits than the previous 

DB scheme.    In addition, with the conversion from the previous DB scheme to the new 

DC scheme, the employees in the Public Sector occupational pension scheme would to a 

moderate extent at a mean of 2.63 receive about the same benefits as those received in the 

previous DB scheme.  However, it is clear from the analysis that the new DC scheme 

provides to a little extent at a mean of 2.25 the employees in the Public Sector 

occupational pension scheme with more benefits that the previous DB scheme.    

 

The greatest effect on the employees of the Public Sector occupational pension scheme 

with regard to their contributions and benefits was the fact that to a moderate extent at a 

mean of 3.34, the benefit at retirement would be affected in the event the employer 

became insolvent.  Further, another effect on the employees of the Public Sector 

occupational pension scheme was the fact that the employees contributions as well as the 

employers contribution increased to a moderate extent at a mean of 2.87 and 2.86 

respectively.  

 

In conclusion, the analysis above implies that with the new DC scheme, the retirement 

benefits of employees in the Public sector occupation pension schemes is less compared 

to the benefit they would have received in the previous DB scheme.  Further in the event 

of the employer becomes insolvent in the new DC scheme, the retirement benefits of the 

employees shall be affected.   It is evident that for the employees and employers of Public 

Sector occupational pension scheme, their contributions in the DC scheme increased.  As 
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such, it is evident that the conversion from DB to DC affected the benefits and 

contributions of employees in the Public Sector.     

4.5.4   Respondents perception of the new DC scheme when seeking 
employment 
 

The respondents’ perception of the new DC scheme when seeking employment is shown 

in table 4.11 

Table 4.11 

Statement 

N Mean 

Std. 

Deviation 

With the new defined contribution scheme, I 

would consider the pension scheme type provided 

by an employer when seeking employment. 405 3.26 1.186 

The new defined contribution scheme is 

convenient for me in the event l want to change 

jobs. 405 3.19 1.157 

Source: Author (2014) 

The study sought to know the effects of the conversion from DB to DC on the 

respondents of Public Sector pension scheme when seeking employment.  It is clear that 

with the new DC scheme, the employees in the Public sector occupational pension 

schemes would to a moderate extent at a mean of 3.26 consider the pension scheme type 

provided by an employer when seeking employment.  In addition, the new DC scheme is 

convenient to a moderate extent at a mean of 3.19 to the employees in Public Sector 

occupational pension scheme in the event they want to change jobs.   
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In conclusion, the analysis implies that employees in the Public Sector occupational 

pension schemes would with the new DC scheme consider the pension scheme type 

provided by an employer when seeking employment.  In addition, the new DC scheme is 

convenient for employees in the Public Sector occupational pension schemes in the event 

they want to change jobs because accrued benefits in a DC scheme are portable. 

4.6 Discussion of findings 

DB schemes are employer sponsored where employee benefits are based on a formula 

utilizing factors such as salary, longevity of employment etc.  The investment risk and 

portfolio management are entirely under the control of the employer.  In a DB scheme, 

the employee earns a unit of pension usually expressed as a percentage of nominal 

earnings, or each year of credited service.  The employer bears the risk of providing the 

employee with a pension benefit (Broadbent et al, 2006).  According to Adkins, (2010) 

DB schemes tended to afford employees a greater retirement benefit than what employees 

could expect to receive through other retirement schemes.  The study found out that for 

majority of the respondents, the DB scheme met their expectation and that the conversion 

from DB to DC affected them to a moderate extent.   

 

The reasons why most of the respondent said the DB scheme met their expectation is 

because the benefits accruing from the scheme were predictable and could be determined 

as a proportion of their earnings just before retirement.  In a DC scheme, members will 

not normally know until very close to retirement what their benefits will be.  The pension 

benefits accumulated during the employee’s working career will depend on the 
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contributions made while working and the investment returns earned on the schemes 

balances.  This again is the reason why for the majority of the respondents were of the 

view that the DC scheme did not meet their expectations at all and further that the change 

from DB to DC was not good for them at all. 

 

Broadbent et al, (2006) observe that employees in the DC scheme are exposed to inflation 

risks while assuming other risks such as market longevity and market timing risk that was 

formerly borne by the Employer in a DB scheme.  The study revealed that under the new 

DC scheme, the employer would not be liable in the event of any loss in the pension 

scheme.  Majority of the respondents were aware of this fact.  In addition, in the event of 

the employer becoming insolvent, under the new DC scheme, the respondents’ benefits 

would be affected to a great extent.  This however would not have been the case in the 

previous DB scheme as the employer was liable for any losses. 

 

DC schemes are by their nature fully funded that is the market value of the scheme’s 

assets equals the liability of the sponsor to the scheme’s beneficiaries (Bodie, et al, 1988).  

DC schemes avoid the accrual losses that can be associated with DB schemes and provide 

mobile workers with a much more flexible means of managing their retirement savings 

(Broadbent et al, 006).  In addition, employees who keep moving from one job to another 

generally fare better in DC scheme than in DB schemes.  The employees account 

balances in a DC scheme once vested are fully portable.  By comparison, the accrued 

benefits in DB schemes generally are not portable and are reduced in value for employees 

who change jobs.   
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Employees would prefer a pension scheme that does not penalize them in the event of 

movement to another job (Turner et al, 2008).  The benefits in a DC scheme are easily 

transferable between employers.  DC scheme further offers better value for early leavers 

in comparison to early leavers under the DB scheme.  The study revealed that for the 

majority of respondents, they were of the view that the new DC scheme was convenient 

for them in the event they wanted to change jobs.  In addition, a majority of respondents 

also said that to a great extent, they would consider the pension scheme type provided by 

an employer when seeking employment.  

 

The shift towards DC schemes has largely been a response to changes in industrial 

structure and labour force composition that have given rise to an increasingly mobile 

workforce. Employee movement to other jobs has increased over the past 30 years.  

Explanations include changes in the industry composition of employment, technological 

change and changes in the demographic composition of the labour forward towards 

employees with less stable labour supply.   More employees who change jobs find DC 

schemes relatively advantageous because benefits in these schemes accrue more evenly 

through their career and are entirely portable should the employee separate from the 

employer or leave the workforce for a period (Broadbent et al, 2006).   
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CHAPTER FIVE:   SUMMARY, CONCLUSION AND 

RECOMMENDATION 

 

5.1   Introduction 

The objective of the study was to establish the perceptions of Public Sector employees to 

the new DC scheme from the previous DB scheme.  This chapter covers summary of 

findings, conclusions and recommendations. 

5.2   Summary and Discussions 

The profile of the respondents was all inclusive as all ages were well represented.  In 

addition the gender of the respondents was fairly distributed though there were more 

male than female respondents.  The respondents were well educated with the majority of 

respondents having at least a university degree.  The respondents therefore had an 

understanding of the questions asked during the study.  Further, all levels in the 

organizational structure were well represented.   All the respondents were members of a 

pension scheme with the highest majority being members of a DC scheme and therefore 

aware of the new scheme.  

 

It is clear from the responses that employees in Public Sector pension schemes were 

moderately affected by the conversion to the new DC scheme from the previous DB 

schemes.  In addition the previous DB scheme met the employees’ expectations to a 

moderate extent as compared to the DC scheme which met the employees’ expectations 

only to a little extent.  Employee in Public Sector pension schemes had a moderate 
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understanding of the DB scheme having been in it.  Notwithstanding the fact that the 

conversion from DB to DC was a Government directive, the information on the 

conversion was to a moderate extent disseminated to employees in the Public Sector 

pension scheme.   

 

The information relayed to the employees gave them gave them a moderate 

understanding of the DC scheme and its benefits.  However, in spite of the information 

given, employees in the Public sector pension schemes felt that the conversion was good 

for them only to a little extent.  Job satisfaction of the employees in the Public sector 

occupation pension scheme also increased to a little extent  with the conversion.  The 

contributions and benefits of the employees in the Public Sector Pension schemes were 

affected with the conversion from DB to DC.  It is clear from the analysis that with the 

new DC scheme, the contributions of both the employees and the employers increased 

moderately.   

 

The study revealed that with the new DC scheme, the benefits at retirement would be 

affected to a moderate extent in the event the employer became insolvent.   Further, in the 

event of a loss in the pension scheme, the employer in the new DC scheme is not liable.  

The new DC scheme however is the occupational pension scheme of choice for the 

mobile employees who like changing jobs every so often as their benefits were easily 

transferrable and they would not incurring any loss.    
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5.3   Conclusion 

The study sought to find out the employee perception to the conversion of Public Sector 

Occupational Pension schemes to the new DC scheme from the previous DB scheme.  It 

is evident that the conversion from DB to DC moderately affected employees in the 

Public Sector Occupational Pension scheme.  However that notwithstanding, following 

the Treasury circular requiring all Public Sector Pension Schemes to convert from DB to 

DC, conversion is likely to continue.  It is further clear from the study that employees 

who wish to change jobs several times during their career have opportunity to do so 

because the DC scheme is portable and the accrual risk associated with the DB scheme 

does not arise.   

 

The Government’s directive for the conversion of all Public Sector Occupational Pension 

schemes from DB to DC was as a result of a review of the public service retirement 

benefits scheme where it was found that most schemes could not meet the funding level 

required by the RBA.   As such in the event of any loss in the Public Sector Occupational 

Pension schemes, the Government as the sponsor became liable.  The directive therefore 

that conversion from DB to DC takes place was a way for Government to try to ensure 

there is equity in sharing cost of funding between employer and employees thus reducing 

the financial strain on the part of the Government which has been achieved where the 

conversion from DB to DC has taken place. 

 

The conversion from DB to DC has not been without challenges owing to the fact that the 

risks that were previously borne by the employer or sponsor have now been transferred to 
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the members of the DC scheme.  Example it was clear from the study that the DC scheme 

will no longer be liable in the event of pension losses.  Other risks include investment 

risks and inflation risks. 

5.4   Recommendations  

The study recommends that whereas the Government had an objective when they gave 

the directive that all Public Sector occupational pension scheme convert from DB to DC, 

Government should provide ample time for the occupational pension schemes to first and 

foremost  understand the implications of the conversion and then in turn cascade that 

information to their employees.  

 

The study also recommends that going forward information on the conversion from DB 

to DC is given to a great extent with them aim of ensuring that employees are well aware 

of the DC scheme and its benefits.  The study revealed that with regard to communication 

on the conversion from DB to DC, employees in Public Sector occupation pension 

schemes were given information only to a moderate extent.   

 

The study further recommends for more sensitization of employees on the benefits of the 

new DC scheme as it was clear from the study that the new DC scheme did not meet their 

expectations and neither was the conversion good for the employees.  For a majority of 

the employees, their contribution increased.  Sensitization of the employees will be 

geared towards making them understand and see the benefits of the new DC scheme in 

the long run.   The sensitization of employees will also ensure that they are aware of what 

is expected of them in the new DC scheme. 
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The study also recommends for further research to be done to establish if the employees 

perceptions to the conversion from DB to DC have changed.  This would augment this 

study as it would show whether employees perceptions have change and therefore justify 

the Governments decision for the conversion of all Public Sector occupational pension 

schemes. 
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APPENDIX 1 QUESTIONNAIRE 
 
Introduction:  Good morning/Good afternoon.  You have been randomly selected 
for an academic survey on employee perceptions to the new defined contribution 
scheme from the previous defined benefits scheme.  Kindly tick or write on the 
spaces provided as appropriate. 

 
SECTION A: PERSONAL INFORMATION 

 
1.  Name: (Optional) ……………………………………….. 

 
2.  Kindly indicate your age bracket 
 

21 – 30   [    ] 
31 -  40   [    ] 
41 – 50   [    ] 
51 – 60   [    ] 
 

3. What is your gender 
 
Male  [   ]    Female  [   ] 

 
4. Highest level of education 

 
Post University   [   ] 
University   [   ] 
Higher National Diploma [   ] 
Diploma    [   ] 
Form 6    [   ] 
Form 4    [   ] 
Others (Specify)  ……………………. 
 

5. What level are you in the organizational Structure 
 
Senior Management  [   ] 
Middle Management  [   ] 
Junior Management  [   ] 
Support Staff   [   ] 

 
6. Are you a member of a Pension Scheme 
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Yes  [   ]    No  [   ] 

 
7. What is the design of your retirement benefit plan? 

 
Defined Benefit (  ) Defined Contribution (  ) Don’t Know (  ) 

 
8. How long have you been in your Pension Scheme? …………………… 

 
9. When did the conversion from Defined Benefits to Defined Contribution 

occur?  
…..…………………. 

 
10.  Before the conversion what was the pension factor of your retirement 

scheme?  
 
................................................................. 

 
SECTION B: PERCEPTIONS OF EMPLOYEES 
 
Using the scale below, please indicate your response by ticking each of 
the items that best describes your perception of the pension scheme 
 
1 -  Not at all 
2 -  To a little extent 
3 -  Moderately 
4 - To a great extent 
 
Questions  

Not 
at all 

To a 
little 
extent 

Modera-
tely 

To a 
great 
extent 
 

11. Conversion from defined benefit to 
defined contribution affected me. 
 
 

1 2 3 4 

12. I had an adequate understanding of 
the previous defined benefit scheme  
and its benefits. 

1 2 3 4 
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13. In general, the previous defined 
benefit scheme met my expectation. 
 

1 2 3 4 

14. When the retirement scheme was 
being changed to defined 
contribution, l received adequate 
communication. 
 

1 2 3 4 

15. 
 
 

I have an adequate understanding of 
the defined contribution scheme and 
its benefits.  
 

1 2 3 4 

16. Generally, the defined contribution 
scheme meets my expectation. 
 

1 2 3 4 

17. When l retire the defined 
contribution scheme will provide me 
with adequate income. 
 

1 2 3 4 

18. Generally, the change from defined 
benefit to defined contribution was 
good for me. 
 

1 2 3 4 

19. The new defined contribution 
scheme offers me an opportunity to 
select my desired investment 
portfolio. 
 

1 2 3 4 

20. The new defined contribution 
scheme will provide me with less 
retirement benefits than the previous 
defined benefit scheme. 
 

1 2 3 4 

21. The new defined contribution 
scheme will provide me with about 
the same benefits. 
 

1 2 3 4 

22. The new defined contribution 
scheme will provide me with more 
retirement benefits than the previous 
defined benefits scheme. 

1 2 3 4 
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23. My level of job satisfaction 

increased with the new Defined 
Contribution scheme. 
 

1 2 3 4 

24. In the new defined contribution 
scheme, my benefits at retirement 
will be affected in the event my 
employer becomes insolvent. 
 

1 2 3 4 

25. My contribution to the pension 
scheme increased with the new 
defined contribution scheme. 
 

1 2 3 4 

26. My employer’s contribution to the 
pension scheme increased with the 
new defined contribution scheme. 
 

1 2 3 4 

27. With the new defined contribution 
scheme, my employer will no longer 
be liable in the event of any loss in 
the pension scheme. 
 

1 2 3 4 

28. With the new defined contribution 
scheme, I would consider the 
pension scheme type provided by an 
employer when seeking 
employment. 
 

1 2 3 4 

29. The new defined contribution 
scheme is convenient for me in the 
event l want to change jobs. 
 

1 2 3 4 

30. In general, the organization 
managed the change in retirement 
plan very well 
 

1 2 3 4 

 


