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ABSTRACT
Received: 27 Oct 2025 This study aims to analyze the structural dimensions of the crisis within the Civil Service
Accepted: 12 Feb 2026 Pension Fund and to propose an integrated institutional, financial, and governance reform
First Available: 13 Feb 2026 framework to ensure intergenerational sustainability and reduce fiscal dependency. A
Final Publication: 22 Jun 2026 qualitative systematic review approach was employed. Twelve key academic and policy

sources related to pension reform, asset governance, prudential supervision, and financial
sustainability were selected and analyzed using directed content analysis. Data were
extracted through a structured conceptual checklist and examined through open, axial, and
selective coding to reconstruct the core dimensions of the crisis and develop a
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Structural Reform, Asset comprehensive reform model. Analytical results indicate that the Fund’s crisis is
Governance, Financial Imbalance, | multidimensional, driven by the interaction of five core factors: legal fragmentation and
Independent Supervision, lack of independent supervision, severe financial imbalance and declining support ratios,
Intergenerational Sustainability, inefficient asset governance, demographic pressures, and political-social constraints. The

findings suggest that parametric adjustments alone are insufficient and that without
structural redesign and professionalized investment management, financial sustainability
cannot be achieved. Continuation of the current trajectory increases systemic risk to public
finance and capital markets. Fundamental transformation of the Civil Service Pension Fund
requires an integrated strategy combining independent regulatory oversight, gradual
parametric reform, transition away from direct enterprise management, enhanced financial
transparency, and digital modernization to reposition the Fund from a chronic fiscal liability
into a sustainable national asset.
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EXTENDED ABSTRACT
INTRODUCTION

Pension systems constitute one of the most critical institutional pillars of social
security, shaping intergenerational equity, macroeconomic stability, and long-term fiscal
sustainability. In the Iranian context, the Civil Service Pension Fund (CSPF) plays a central
role in guaranteeing income security for a large segment of retired public employees, while
simultaneously exerting significant influence on public finance and capital markets.
Theoretical frameworks on social security emphasize the importance of multi-layer
pension systems and structural coherence in ensuring sustainable resource—expenditure
balance (1). However, in practice, pension funds in developing and transitional economies
often face structural imbalances, governance weaknesses, and regulatory fragmentation,
which undermine their long-term viability (7, 8).

Recent evidence suggests that the CSPF has entered a multidimensional structural
crisis characterized by severe financial dependence on public transfers, declining support
ratios, inefficient asset governance, and insufficient prudential oversight (4, 10). The
absence of an independent and specialized supervisory authority, combined with
fragmented regulatory arrangements, has heightened systemic risk and reduced
institutional accountability (9). In addition, governance challenges—particularly
politicized appointments and non-professional asset management—have constrained
investment returns and weakened the Fund’s capacity to generate sustainable income
streams (11).

From a macroeconomic perspective, structural pension reforms can significantly
affect savings, labor supply, and capital market development. Simulation analyses based
on overlapping generations (OLG) models indicate that well-designed structural reforms
can restore actuarial balance and enhance capital market performance (6). At the same time,
policy distortions such as early retirement schemes have been shown to exacerbate fiscal
pressure and deepen long-term imbalances (14). International reform roadmaps emphasize
that successful pension transformation requires phased implementation, political
consensus, professional asset management, and risk-based supervision (3, 12).

Demographic trends further complicate the situation. Declining fertility rates and
increasing life expectancy have reduced support ratios and intensified pressure on pay-as-
you-go models (13). Moreover, studies on pre-retirement financial preparedness
demonstrate that insufficient retirement planning can adversely affect future wellbeing,
adding an additional behavioral dimension to the sustainability challenge (15). Investment



diversification, including potential foreign investment strategies, has been proposed as a
mechanism to reduce fiscal dependency, though such strategies require strong governance
and regulatory safeguards (16, 17). Islamic economic perspectives also underline the
necessity of aligning pension reforms with principles of intergenerational justice and
balanced resource allocation (5).

Taken together, the literature indicates that the crisis of the CSPF cannot be reduced
to a single variable. Rather, it reflects an interconnected governance—financial—-
demographic imbalance requiring systemic reform. Accordingly, this study aims to analyze
the structural barriers to fundamental transformation in the Civil Service Pension Fund and
to propose an integrated reform framework capable of restoring financial sustainability,
institutional transparency, and intergenerational equity.

METHODS AND MATERIALS

This study adopted a qualitative systematic review design. Twelve key academic and
policy sources were selected through structured screening based on relevance,
methodological rigor, and conceptual alignment with structural pension reform,
governance, and financial sustainability. Data were collected using a structured extraction
checklist designed around five analytical dimensions: legal-regulatory fragmentation,
financial imbalance, demographic pressures, governance and asset management, and
political-social constraints.

Qualitative content analysis was conducted in three stages: open coding to identify
recurring concepts, axial coding to group related concepts into higher-order categories, and
selective coding to synthesize core themes. The analysis aimed to reconstruct a coherent
reform model linking legal, financial, governance, and demographic factors. Thematic
synthesis was then used to integrate findings into an interpretive framework for structural
transformation.

FINDINGS

The findings reveal that the CSPF crisis is systemic and multidimensional. Five
interrelated structural domains were identified. First, legal and institutional fragmentation
has created regulatory inconsistencies and weakened accountability mechanisms.
Overlapping mandates among supervisory bodies and the absence of a specialized
independent authority have limited effective risk control and strategic coherence.

Second, severe financial imbalance has emerged as a defining characteristic. The
support ratio has fallen below sustainability thresholds, and the Fund relies
overwhelmingly on government transfers. Investment income constitutes a minor share of
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total resources, reflecting low asset productivity and ineffective portfolio governance.
Persistent operational deficits constrain the Fund’s capacity to invest in long-term
structural reforms.

Third, demographic pressures amplify fiscal vulnerability. Rapid growth in the
retiree population combined with declining active contributors intensifies actuarial strain.
Early retirement policies have compounded this trend, accelerating liability accumulation
without corresponding resource expansion.

Fourth, governance deficiencies undermine institutional performance. Politicized
managerial appointments and direct enterprise management (bengahdari) reduce efficiency
and blur accountability lines. The absence of professional asset management practices
limits return optimization and risk diversification. Transparency mechanisms remain
insufficient, weakening public trust and increasing perceived corruption risk.

Fifth, political and social constraints hinder reform implementation. Adjustments to
retirement age or replacement rates face resistance due to entrenched expectations and
electoral sensitivities. The public perception of the Fund as a state entitlement rather than
a contributory insurance scheme complicates policy communication and consensus-
building.

Collectively, these dimensions interact in a reinforcing cycle: weak governance
lowers investment returns, increasing fiscal dependency; fiscal dependency heightens
political sensitivity; political hesitation delays parametric reform; and demographic trends
exacerbate financial strain. Without coordinated intervention across these domains,
incremental measures are unlikely to restore sustainability.

DISCUSSION AND CONCLUSION

The results demonstrate that the transformation of the Civil Service Pension Fund
requires more than financial adjustment; it demands institutional redesign. Structural
reform must address governance architecture, supervisory independence, actuarial
parameters, and investment strategy simultaneously. The crisis is not merely fiscal but
reflects a deeper governance deficit.

Professionalization of asset management emerges as a central pillar of reform.
Transitioning from direct enterprise control to diversified, professionally managed
investment vehicles could improve returns and reduce fiscal reliance. However, such a shift
must be accompanied by robust transparency mechanisms and independent risk-based
oversight to prevent the transfer of inefficiencies to new structures.



Parametric reforms—particularly gradual adjustments to retirement age and
replacement rates—are necessary to align liabilities with demographic realities. Yet these
measures should be implemented within a broader narrative of intergenerational justice and
long-term sustainability to mitigate resistance. Public communication strategies are crucial
in reframing pension reform as a collective responsibility rather than a withdrawal of
benefits.

Digital transformation offers additional opportunities to enhance transparency and
operational efficiency. Integrated information systems, risk analytics, and real-time
reporting mechanisms can strengthen governance and public trust. Nonetheless,
technology alone cannot compensate for weak institutional frameworks; it must function
within a coherent regulatory architecture.

In conclusion, the Civil Service Pension Fund stands at a critical juncture. The
interplay of financial imbalance, demographic transition, governance weaknesses, and
political constraints has produced a structural crisis that cannot be resolved through isolated
policy adjustments. A comprehensive and phased reform strategy—combining
independent supervision, professional asset governance, actuarial recalibration, and
transparent communication—is essential to convert the Fund from a fiscal liability into a
sustainable national asset. Only through coordinated institutional transformation can long-
term intergenerational equity and macroeconomic stability be secured.
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