
National Report for Zimbabwe 

Abednigo Sibanda 

Actuarial Profession 

The Actuarial Society of Zimbabwe was launched in October 1997 at a function where the Guest of 
Honour was Paul Grace, the President of the Faculty of Actuaries. The Society has a membership 
of 13 qualified actuaries and approximately 60 students. The qualified actuaries are fellow 
members of either the Faculty or the Institute of Actuaries and most of the students are taking the 
British examinations with a small minority writing the Society of Actuaries examinations. 

Three of the actuaries are in consulting practice, one works for the National Social Security 
Authority and the rest are employed by life offices. Only one of the qualified actuaries is a 
Zimbabwean national. 

A course in actuarial science has been recently introduced by the National University of Science 
and Technology. It is hoped that its graduates will gain exemptions from some of the Institute and 
Faculty examinations on achieving the required pass standards. 

The Economy 

The first phase of the five year Economic Structural Adjustment Programme which ended in June 
1996 was moderately successful in that, among other things, the economy was liberalised and 
foreign exchange regulations relaxed. However, unemployment increased and a number of key 
targets, such as reduction of the size of the civil service and cutting the budget deficit, were missed. 
The International Monetary Fund withdrew its support towards the end of that period. 

A new programme known as the Zimbabwe Programme for Economic and Social Transformation 
has been proposed by the Government. Among other things, it has a target GDP average growth 
rate of 5% pa over the five years, after allowing for the negative effects of possible droughts in 
some of the years. 

Over the last two years the rate of inflation has fluctuated between a low of about 14% and a high - 
of approximately 26%. The wide variations have been attributed to movements in the prices of 
food items. If the cost of food is excluded from the computations, the "underlying" rate of inflation 
has been consistently just above the 20% mark. 

The economy went through a rocky period towards the end of 1997. Following a demonstration by 
the veterans of the liberation war of the 1960's and 1970's, the Government announced that each 
veteran would receive a tax-free gratuity of Z$50 000 and a monthly pension of 2$2 000. This - - - 
unbudgeted expenditure caused concern among local business people, economists and the 
international financial institutions as it threatened to increase the budget deficit. Attempts by the 



Govemment in December 1997 to raise the required funds by imposing a "war veterans' levy" of 
5% of tax receipts was resisted by Parliament and delegates to the ruling party's own congress. A 
successful demonstration against the tax was organised by the unions. 

The Zimbabwe dollar fell under heavy import pressure towards the Christmas period. As the 
Reserve Bank of Zimbabwe was reputed to be holding less than one month's import cover, it was 
not in a position to intervene and thedollar lost almost 40% of its value against major currency in a 
matter of days. 

Another development which has stirred controversy both locally and internationally was the 
announcement that the Government was going to compulsorily acquire about 1 500 farms for the 
purpose of land redistribution. The Government has since received, among others, representations 
from the Commercial Farmers' Union in an attempt to come up with a mutually acceptable land 
redistribution policy. 

Key economic indicators over the past five years are as follows: 

Foreign exchange rates (US$) 

" (UK sterling) 

Consumer Price Index (increase) 

Redemption yields on Government 
Stocks (10 year term) 

Stock Exchange Industrial Shares 
Index 

Private Pensions 

Zimbabwe has a vibrant private pensions industry with most of the large companies and parastatals 
operating defined benefit funds. mere is now a trend away from defined benefit to defined 
contribution funds, partly as a result of influences from outside the country and partly as a result of 
the uncertainty surrounding pension funds. 

The issue of greatest concern to the industry at this stage is the imposition of a 15% tax that was 
announced in the 1997 budget statement. The tax, which is effective from 1 January 1998, was 
implemented by the tax authorities by simply withdrawing the tax exempt status of pension funds. 
There are a number of outstanding issues which need to be sorted out before a full understanding of 
how the tax will operate is anived at. The actuarial profession in conjunction with the pensions 
industry is still making representations to the authorities. 

The spread of AIDS continues to pose real challenges to pension funds. The cost of providing 
death in service benefits has significantly increased. As a result, some employers have reduced 
these benefits in order to contain costs. 



Life Insurance 

There are six life assurance offices in Zimbabwe with one of them having a twethirds share of the 
market. The most pressing issue for the offices is the spread of AIDS. Life offices have responded 
to the AIDS threat by tightening their underwriting requirements, increasing premium rates for new 
policies, designing products with reduced or no life cover and introducing restrictions on some of 
their products with life cover. 

By way of diversification, three of the life offices have launched unit trust operations. This is a 
rapidly growing market where the life offices are in direct competition with stockbrokers and asset 
management companies. 

Health Care  

Health provision is normally by way of employer and employee contributions to a medical aid 
society. Contributions are salary related rather than age related. The split of the contribution bill 
between the employers and employees varies from company to company. For members in 
retirement, some employers continue subsidising the required medical aid contributions. There is 
no prefunding of the liabilities in respect of these subsidies. For accounting reasons, some 
companies have had actuarial valuations carried out to estimate the employer's liability in respect of 
post retirement medical aid subsidies. 

Social Security 

There is a National Pension and Other Benefits Scheme which was introduced in October 1994. It 
provides invalidity benefits, survivorship benefits, a funeral grant and retirement benefits. Its target 
pension after 40 years' contributions is 50% of insurable earnings, ie salary or wages up to a ceiling 
which is currently $4 000 a month. (The salary ceiling has not been revised for inflation since the 
introduction of the Scheme.) 

Contributions are currently 3% of insurable earnings from both the employers and employees. 


