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was set at 60)
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Abstract

Pension Reform Plans for New Types of Jobs based on a
Time Series Analysis of Key Indicators of the OECD Report,
“Pensions at a Glance”

Yun Suk-myung
Eunhye Kwak - Ho-sun Yoo - Chang Lyul Jung
Mika Vidlund - Sungun Hong

1. Purpose and Necessity of this Study

In order to adapt to the changing social and economic envi-
ronment in the era of “centenarians”, reforms of the welfare
system (including the pension system) are the subject of heated
public debate both at home and abroad. Scandinavian coun-
tries, often cited in Korea as exemplary cases of welfare states,
are abolishing the universal basic pension plan and introducing
a minimum guaranteed pension plan for low-income earners.
Additionally, in order to reform the old-age income security
system, these countries are pursuing an earnings-related pen-
sion plan with strengthened selection criteria.

Due to the rapid increase in life expectancy, the threat posed
by low growth to the traditional income security system, and

the emergence of issues of social equity at a time of increasing
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income inequality, the Scandinavian welfare state model based
on Rawls' theory of justice is being threatened.

Large differences exist between Korea and the Scandinavian
countries in terms of the social and economic environments
and the maturity of the old-age income security systems.
Consequently, it will not at present be easy, either politically or
socially, to carry out reforms in the same direction as these
countries. This is partly due to the relative immaturity of
Korea's social security systems, such as the National Pension
System. At the same time, Korea's elderly poverty rate is one of
the highest among the Organization for Economic Co-oper-
ation and Development (OECD) member countries. We cannot
ignore the recent trend in many advanced welfare countries,
which is to pursue institutional reform to cope with an aging
population, despite opposition from various stakeholders. It is
in this context that we must urgently plan to build an old-age
income security system that considers these aspects
comprehensively.

OECD provides the latest pension reform trends and changes
in key pension-related indicators by country through the OECD
Pensions at a Glance report. In particular, the report selects
specific topics according to changes in social and economic
conditions and compares the responses of each member
country.

Pensions at a Glance 2017 discusses flexible retirement and
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Pensions at a Glance 2019 deals with the topic of non-standard
forms of work in special chapters. These reports introduce the
trends and characteristics of flexible retirement and
non-standard forms of work and contemplate both the reasons
why these topics are attracting attention and ways to strength-
en old-age income security through improvement of the exist-
ing pension system.

In addition, the following various pension indices are peri-
odically compared, analyzed, and reviewed: the design of pen-
sion systems; pension entitlements; demographic and economic
context; elderly income and poverty; and the finances of retire-
ment-income systems.

By analyzing international trends in pension reform and
changes in major indicators in Pensions at a Glance 2017 and
2019 in a time-series perspective, it is possible to derive policy
implications for the future. In particular, it will be possible to
draw policy implications for the old-age income security model
in relation to the new types of jobs that are rapidly increasing,
due to the revitalization of flexible retirement in the context of
rapid population aging and the 4th Industrial Revolution.

With this in mind, this study summarizes major pension re-
forms in OECD member countries to cope with rapidly chang-
ing social and economic conditions. Special chapters of OECD
Pensions at a Glance 2017 and 2019 deal with flexible retire-

ment and non-standard forms of work.
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In addition to the content of the reports published by the
OECD, this study describes in detail how Italy and Greece,
which had neglected to reform their pension systems in the
right direction and in a timely manner, pursued reform after
the 2008 global financial crisis. These countries serve as case
studies demonstrating the kind of situation a country may face
if it fails to proactively carry out institutional reform.

This study also introduces the main elements of pension re-
forms carried out by Japan, the United Kingdom (UK), and
Canada over the past 20 years. This study compares the sim-
ilarities and differences between countries in terms of securing
pension sustainability and compares the original purposes of
introducing old-age income security systems in different coun-
tries and under different circumstances.

This study, which shows the general trend of pension system
reform in OECD member countries over the past 20 years, may
also provide applicable policy suggestions for Korea, which is
expected to experience the fastest aging population among

OECD member countries.

2. Changes in Social and Economic Conditions and an
Overview of Pension Reform: Focusing on Major
System-wide Changes
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A. Changes in social and economic conditions in OECD
member countries over the past 20 years and changes in
the paradigm of pension policies

1) Comparison of changes in social and economic conditions
and major pension-related indicators: Comparison between

Korea and other OECD member countries

With few exceptions (e.g. Israel), the old-age dependency ra-
tio is increasing rapidly in most member countries. Although
there is a difference in degree, the majority of OECD member
countries have recognized that it is virtually impossible to
maintain their existing public pension systems due to the dete-
rioration of the old-age dependency ratio. That is, there is an
exponentially increasing proportion of pensioners relative to
the economically-active population. It is noteworthy that
among the OECD member countries, the situation in Korea is
expected to deteriorate the most. Korea's old-age dependency
ratio, which as of 2020, was lower than the OECD average, will
be the highest among OECD member countries by 2060. This is
expected to leave the heaviest burden to the future generations
in terms of operating the pension system.

The disposable income of Korea's elderly is the lowest
among the OECD member countries. The main reason for this
is the comparatively slow introduction of the pension system

for the general public, as Korea was a newly-emerging country
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after World War II. Canada was one of the last OECD member
countries to introduce a public income proportionate pension,
the Canada Pension Plan (CPP) which launched in 1965. In
Korea, the national pension was first introduced in 1988 for
businesses with 10 or more employees. The expansion of the
system to cover all citizens, including the self-employed in ur-
ban areas, occurred relatively recently, in April 1999.
Therefore, Korea has a very short history of public pension
systems.

Since the difference in the timing of the introduction of na-
tional pension systems in Canada and Korea, both of which in-
troduced the system relatively late among OECD member coun-
tries, is only 23 years, it may seem differences between the
countries are negligible. However, considering that the national
pension for all citizens was implemented in Korea only in April
1999, the real difference between the times of pension system
introduction is 34 years. Moreover, due to the nature of the op-
eration of the long-term public pension system — unlike health
insurance that provides benefits immediately upon partic-
ipation — the pensioner is entitled to a pension only when the
minimum participation period of 10 years is met and the pen-
sioner reaches the age of 62. Consequently, a considerable pe-
riod of time still has to pass before the income security effect

of the public pension system can be fully realized in Korea.
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It is also necessary to take into account the fact that Korea's
ratio of disposable income to national income is relatively
high. Compared to most OECD member countries, the tax and
social insurance premiums paid by the economically-active age
group are low, and although the elderly population is rapidly
increasing, the proportion of the elderly is still low compared
to other OECD member countries. For this reason, the pro-
portion of disposable income of age groups other than the eld-
erly group is higher than in most OECD member countries. This
implies structural factors that inevitably lead to a lower dis-
posable income level among the elderly group.

Since Koreans often prefer owning real estate over financial
assets, it is important to consider that disposable income may
be low compared to the actual amount of assets held. Relatedly,
it is necessary to look into the problem of poverty among the
elderly in Korea through a multidimensional approach that
considers various factors including assets instead of simply
considering disposable income. It is also necessary to compare
trends in the disposable income of the elderly in OECD coun-
tries with these aspects in mind. In the case of Korea, it is
worth noting that the disposable income of the elderly aged 75
years and older is very low, and is even very low among the eld-
erly aged 65 years and older.

The elderly poverty rate in OECD countries is one of the most

frequently-cited economic indicators. According to the OECD
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standard, the concept of relative poverty is set at the point
when a person falls below 50% of the median income based on
disposable income. According to this standard, the poverty rate
of the elderly in Korea is the highest among OECD member
countries. The high elderly poverty rate has emerged as an im-
portant issue in every election because there are arguments be-
ing made that it is necessary to significantly increase the
tax-based basic pension in order to lower the poverty rate of
the elderly.

Although it is true that Korea's elderly poverty rate is the
highest among OECD member countries, an appropriate ap-
proach in interpreting this data is required since there are
some aspects where reality is distorted. As shown in Figure 1,
the relative poverty rate of the elderly in Korea is the highest in
the OECD. But, income inequality among the elderly is the
main factor. The ratio of the elderly who are below the abso-
lute poverty line to those in the high-income and high-wealth
elderly group is around 25%. (The basic livelihood benefit un-
der the National Basic Livelihood Security System is KRW
520,000, which is much lower than the relative poverty line of
about KRW 900,000.) This is one of the main reasons behind
the polarization within the elderly group. In particular, when
the fact that people traditionally prefer real estate assets over
financial assets is considered, and a multidimensional ap-

proach is taken by factoring in houses owned by the elderly
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group, the poverty rate of the elderly in Korea falls to 21%. In a

similar study, the rate is 28%.

[Figure 1] Poverty rates among older age groups and the total population
Relative poverty rates, %, 2016
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Note: Relative poverty is defined as an income below half the national median
equivalised household income.
Source: OECD, Pensions at a Glance 2019: OECD AND G20 INDICATORS.

One of the most important policy tasks necessary to properly
understand the pension reform process of Scandinavian coun-
tries and to draw useful policy implications for Korea is to ac-
curately identify the poverty level of the elderly group in Korea.
It should be noted that the Scandinavian countries have been
advanced welfare states over the past 20 years. According to
the 2018 OECD Economic Survey of Korea, published in June
2018, even if the basic pension is raised to KRW 300,000 in
2021, the poverty rate for the elderly would still stand at around

42.4%, assuming the current basic pension system, which pro-
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vides income to 70% of those aged 65 years and older, remains
the same. According to the report, the poverty rate among the
elderly is three times the OECD average.

Against this background, the OECD report finds that Korea's
basic pension has two weaknesses: First, one-third of the bene-
ficiaries of the basic pension are elderly people who are above
the relative poverty line. This means they are not actually poor
based on the concept of relative poverty. Second, the vulner-
able elderly exposed to absolute poverty are receiving the same
amount of support as the elderly who are above the absolute
poverty line. The OECD report recommends that the Korean
government shift the basic pension policy toward a well-tar-
geted, selective system so that all of the elderly can receive a
minimum and adequate benefit. The report stresses that policy
should focus on helping low-income elderly people escape ab-
solute poverty through the basic pension.

In the meantime, when it comes to the Korean National
Pension Service, a very careful interpretation of Figure 2,
which shows the “future Net Pension Replacement Rates (NPRs)
of wage earners’ in OECD member countries, is required.
According to Figure 2, the net pension replacement rate of
Korea is very low. If this figure is taken at face value, it may
lend support to the argument that there is a problem with the
Korean National Pension Service in terms of the adequacy of

pension benefits. This is because the net pension replacement
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rate does not seem higher than that of workers in other OECD
countries, even if it meets the theoretical replacement rate of
40 years of participation, which is difficult to meet in reality. In
other words, we face the reality that it is difficult to meet the
theoretical requirement of 40 years of participation, and even
when this condition is met, the net pension replacement rate is

low compared to other OECD member countries.

[Figure 2] Future net replacement rates for full-career average-wage

workers
W Vandatory * Mandatory + voluntary
0 -
4t
: . +4
10 . 0‘ b
i e ¢ 4 )
5 L
LI
i
i
107
ﬂIII§IbIIIII\IIIIIIIIIITH?\JIIQIIIA’II\II%IIIIII\IIIIII
S04 b 2 I L LT SRR
° \'ﬁgﬁ&%’ aac%, %q\;i\@gﬁ\& Mf\?(&% o “{i\ ‘?3 ‘%\ E‘S‘@
N P S \“
¥ v ?@L‘
& e =} §
@

Note: OECD calculations based on the pension model. Pension entitlements are based
on current legislation in OECD countries. The values of all pension system parameters
reflect the situation in 2018 and onwards. The calculations show the pension benefits
of a worker who enters the system that year at age 22 and retires after a full career. The
baseline results are shown for single individuals.

Source: OECD, Pensions at a Glance 2019: OECD AND G20 INDICATORS.
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However, a crucial flaw exists in these international
comparisons. Important items are omitted in the case of Korea
in the cross-country comparison of NPRs shown by the OECD.
Specifically, the retirement pension, which pays an insurance
premium equivalent to 8.3% of an employee's monthly salary, is
excluded from the calculation of retirement income because it
is not operated as a compulsory company pension, which is the
OECD standard. It is not the case that 100% of employees re-
ceive the retirement pension but most employees of large cor-
porations do receive the benefits. Overall, more than half of all
wage earners receive retirement pensions. Nevertheless, if the
retirement pension benefits are not considered to be a source
of retirement income, just because they are not the same as the
OECD standard of a compulsory company pension, it will be
difficult to properly evaluate the overall retirement income lev-
el of Korean workers.

The seriousness of the problem is that these issues are not
limited to retirement pensions. The basic pension, which is
paid to 70% of all elderly people aged 65 years and older and
financed entirely through taxation, is excluded from the future
net pension replacement rate of wage workers simply because
it is not paid to all elderly people. The payment of the basic
pension, toward which a large amount of financial resources
have been heavily invested, is not counted as a source of

old-age income for Korean workers. If the old-age income sys-
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tem, operated by the state or corporate employers with huge
burdens, is excluded entirely from the calculation of retirement
income (because it is not a compulsory pension and is not paid
to all citizens), this could lead to a serious distortion in recog-
nizing reality and could harm the future development of the
old-age income security system in Korea. Although the retire-
ment pension is not paid to all citizens, it is safe to assume that
most of the middle and high-income earners with relatively
stable jobs are receiving pension benefits.

On the other hand, in the case of the basic pension, which is
paid to 70% of the elderly aged 65 years and older, most are
entitled to receive benefits, except for some high-income (high
pension) earners and some wealthy groups. In terms of income
level, the middle and high-income earners receive retirement
pension benefits while the elderly in the bottom 70% of income
receive basic pension benefits. This means that all citizens are
entitled to receive at least one or more pension benefits in ad-
dition to the National Pension. However, discussion concerning
the appropriate net pension replacement rates is being con-
ducted without recognition of this fact. If this goes unchecked,
such a discussion could seriously distort the issue of adequacy

of old-age income from a long-term perspective.3)

3) It is worth noting that the current old-age income security system in Korea
is deepening the polarization of old-age income. The National Pension
includes an income redistribution function by design, and the employer and
the subscriber each take responsibility for paying half of the total amount,
unlike that of other OECD member countries that have similar NPRs. As a
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(Figure 3] Differences in pension contribution rates among countries

Total effective mandatory and quasi-mandatory pension contribution rates for
dependent workers, at the average wage, 2018
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Note: In Austria, the Czech Republic, Denmark, Finland, Germany, Iceland, Italy,
Luxembourg, Poland, Slovenia and the United States, contributions also finance
disability or invalidity benefits.

Source: OECD, Pensions at a Glance 2019: OECD AND G20 INDICATORS.

result, a significant portion of the system maintenance cost is passed on to
future generations, while the income redistribution function within the same
generation is not working properly. On the other hand, the benefits of the
retirement pension, to which 100% of actual income is reflected, are
concentrated among high-income earners with stable jobs. Although the
Labor Act requires that a retirement pension be paid by an employer if an
employee works for the employer for one year or longer, the percentage of
Korean workers who can receive retirement pension benefits is slightly
greater than 50%. In particular, most of the tax benefits provided to
strengthen old-age income and revitalize private pensions accrue to middle
and high-income earners. Meanwhile, the low-income class, as well as many
vulnerable groups with unstable jobs, have very low chances of securing
stable old-age income due to low participation rates in the national pension
and in retirement pensions. Therefore, a pension policy that can make
improvements is needed. In other words, the approach that separates
pension and social policies adopted in Sweden through pension reform in
1998 is also urgently needed in Korea.
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Figure 3 compares the pension contribution rates (premium
rates) of OECD member countries. The premium rate of the
National Pension is 9%, which is less than half of the OECD
average of 20%. An increase in insurance premiums is in-

evitable in terms of financial stabilization of the pension.

2) Separation of Pension Policy and Social Policy in Old-Age

Income Security

There is a clear tendency to explicitly exclude various social
policy elements inherent in the past pension system from the
pension policy. It should be stressed that the pension systems
of major OECD member countries are being reformed in the
direction that the policy targets and goals of the pension policy
center on the contribution-based pension system: the social
policy where government finances are invested should be
clearly separated in order to secure the sustainability of the
pension system and efficiently utilize limited financial re-
sources amid rapidly changing social and economic conditions.

In the case of contribution-based pension systems, the bene-
fits have been lowered and the contributions raised to ensure
the sustainability of these “low-contribution, high-benefit
systems.” Also, to compensate for the potential decline in
old-age income sources for vulnerable groups due to the re-

forms, minimum income security systems, which guarantee a
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minimum income for low-income elderly people and people
with disabilities, are being introduced. OECD countries have
carried out pension reforms to ensure financial sustainability
while introducing minimum income security systems, using
government finances, to prevent old-age poverty and guarantee
minimum income. These pension systems, which have charac-
teristics of social policy, are financed by governments’ general
budgets, and selection and concentration strategies are adopt-
ed in selecting beneficiaries. In summary, basic pension sys-
tems, which were operated as universal systems before the re-
forms, are being abolished, and guarantee pensions for the
low-income class are being introduced, providing basic income
security for all citizens while significantly strengthening the eli-
gibility of beneficiaries.

In Germany, which introduced a near-perfect automatic ad-
justment mechanism through the Hartz reform in 2004, the ba-
sic pension system for the vulnerable elderly was introduced to
solve the problem of old-age poverty of the low-income class
caused by the automatic stabilizer. The basic pension, financed
by the government, targeted the low-income elderly and the
disabled rather than 70% of the elderly aged 65 and older in
Korea. As such, in the countries evaluated by international or-
ganizations as having established a sustainable old-age income
security system that responds effectively to changing socio-

economic conditions, the pension policy is clearly dis-
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tinguished from social policy based on the “selection and con-
centration” strategy. This allows the setting of clear policy goals
for the respective systems. Meanwhile, reform has been carried

out to enhance the sustainability of each system.

B. Pension reform to adapt to changes in the environment:
An overview of automatic adjustment mechanisms (AAMs)
introduced by OECD member countries

Automatic adjustment mechanisms (AAMs), which automati-
cally adjust the parameters of a pension system to changes in
various indicators such as life expectancy, other demographic
ratios, and financial conditions, have become a standard means
of pension policy. Automatic adjustment mechanisms are cur-
rently used by half of the OECD countries. Table 1 summarizes
the introduction of the automatic adjustment mechanisms in
major OECD member countries included in the 2019 OECD
Pension Report. In order to help explain the table entitled
“Introduction of Automatic Adjustments Mechanisms to
Compulsory Pension Systems among Major OECD Countries,”

cases of each country are provided.
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(Table 1) Automatic adjustments in mandatory schemes, OECD selected

countries
. Benefits . Share of
R Notiordl Iﬁrgli linked to Rnettlreme replaceme
defired | chfined ife firarcia | |t rete
contribution | contribution | expectan sekre life affected
scheme scheme cy in DB graphi expectan by
. C ratios, or automatic
or ponts |\ e bill & link
Australia O 99.8
Denmark O O 100
Finland O O 100
Germany O 100
[taly O @) 100
Japan O O 100
Korea 0
Netherlands O O 100
Sweden O O O 100

Source: OECD, Pensions at a Glance 2019: OECD AND G20 INDICATORS.

The pension in a defined contribution (DC) plan is based on
the value of the lump sum accumulated during the accumu-
lation phase. In this case, the financial stability of the pension
can be automatically secured. A nominal defined contribution
(NDC) plan was introduced in Sweden in 1999 for the first time
in the world. Since the pay-as-you-go system, which operated
at a time when economic and social conditions were much bet-
ter than they are today, was deemed no longer sustainable, the
decision was made to reform the system. In order to ease im-

plementation, this type of DC plan was devised.
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A DC plan has the advantage of implicit pension debts accu-
mulation due to defined benefits (DB)-based operation until the
reform does not increase any more.

If defined benefits are paid regardless of the level of in-
surance premiums paid, with the period for receipt of pension
increasing due to an increase in average life expectancy, the fi-
nances of the pension inevitably become unstable. In order to
minimize this problem, benefits linked to life expectancy in DB
or points plan (a plan to reduce the amount of pension pay-
ments in conjunction with the increase in average life expect-
ancy), was used. ‘Financial balance, demographic ratios, or
wage bill” refers to cases in which low growth, low fertility or
an increase in life expectancy that has a negative impact on
pension finances occurs. This trend is reflected every year to
make automatic adjustments to the amount of pension cur-
rently paid (to the beneficiaries) and the amount of pension to
be paid in the future (to the participants).

Table 1 shows that Scandinavian welfare countries, which are
often used for country-by-country comparisons in Korea, and
other Northern European countries, and Japan, among others,
are introducing various types of automatic adjustment mecha-
nisms to their compulsory pension systems, although there are
some differences in degree. Whenever welfare and pension is-
sues are discussed, there is a tendency to compare Korea with

these countries. However, the automatic adjustment mecha-
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nisms introduced by these countries long ago in order to ensure
the sustainability of the pension system are rarely mentioned
by those who are major participants in the pension debate in
Korea, including expert groups, labor unions, civic groups,
politicians, and the administration. Korea has not yet consid-
ered whether to introduce the mechanisms which have already
been introduced by many OECD member countries to effec-
tively cope with environmental changes. This shows that the
pension system currently operated by Korea is quite far from
the recent pension reform trends in major OECD member

countries.

C. Response to Weakening Old—age Income Security due to
Pension Reform: Minimum Income Security

1) Minimum Income Security in Nordic countries (Sweden,

Finland, Norway and Denmark)

This study examines Nordic countries' operation of the mini-
mum income security system by analyzing the pension systems
of four Nordic countries (Sweden, Finland, Norway, and
Denmark) that have shown changes since the mid-1990s.
(Figure 4] shows the current old-age income security systems
in Finland, Sweden, Denmark, and Norway, from left to right.

Except for Denmark in the lower right-hand corner, all Nordic
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countries have abolished the universal basic pension and are
operating a minimum guaranteed pension system for the
low-income class. Sweden and Norway introduced the
Minimum Guaranteed Pension System while completely abol-
ishing the basic pension. The earning-related pension was con-
verted to the NDC system where the pension was paid only
equivalent to the contribution made. This is a change from the

so-called defined benefit plan to the defined contribution plan.

[Figure 4] Current old-age income security systems in Finland, Sweden,

Denmark, and Norway
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Source: Finnish Centre for Pensions, 2018.

Sweden introduced the guaranteed pension system to guar-
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antee the old-age income of the vulnerable after the NDC plan
was introduced through pension reform in 1999. The guaran-
teed pension system operates as follows based on a supple-
mentary benefit plan, if the earnings-related pension benefits
(NDC pension + premium pension) are below the baseline set
by the guaranteed pension plan, the shortfall is paid by the
guaranteed pension. However, in order to alleviate the weak-
nesses of the supplemental benefit plan (for example, those
whose earnings-related benefits are around the baseline tend
not to work or not to make contributions to the pension), a re-
duction rate is applied when the earnings-related pension ben-
efits are calculated. The reduction rate varies depending on
pension income brackets such as the earned income tax credit
(EITC).

As shown in Figure 5, 100% of the earnings-related pension
benefits is reduced from the maximum guaranteed amount in
the low-income bracket, while only 48% of the pension benefits
are reduced in the bracket where the pension amount is SEK
4,778 (KRW 619,000) for single household beneficiaries in or-
der to weaken the motivation to avoid work and pension
contribution. Due to the application of the reduction rate, as of
2018, a single elderly household can receive the guaranteed
pension even if it would be a small amount to the extent their
earnings-related pension benefits are not more than SEK

11,650 (KRW 1.51million).
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[Figure 5] Guaranteed pension and Income-related pension in Sweden
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Source: The Swedish Pension Agency, 2019

In Denmark, the public pension system accounts for less than
20% of the total income for the old-age group. While most
old-age income is covered by corporate pensions, the
tax-based basic pension is paid to all the elderly. However, the
share of the public pension of the total old-age income is very
low.

Norway, which has the highest per capita income among
Nordic countries due to its large oil exports, also carried out

drastic reforms to ensure pension system sustainability in a su-
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per-aged society. Prior to the reform of the pension system in
2011, Norway paid a basic pension to all the elderly. The pen-
sion system was reformed in 2011 to protect the old-age in-
come of the low-income class by abolishing the basic pension
and introducing a guaranteed pension system.

Among the Nordic countries, Finland's case seems to have
many policy implications for the future direction of Korea's
pension system. Finland's statutory earnings-related pension
secures financial sustainability by applying the life expectancy
coefficient, while guaranteeing the old-age income of the
low-income class through the basic pension and a housing
allowance. Until the early 1990s, Finland paid the full basic
pension to most seniors (about 93% of those aged 65 and over).
Today, the number of beneficiaries has been drastically re-
duced to less than 45% of all seniors. While most beneficiaries
of the basic pension received the full basic pension in the past,
only a small number (less than 8% of the total elderly pop-
ulation) currently receives the full basic pension because the
amount of the benefits is paid differentially based on the earn-
ings-related pension amount. Only a portion of the basic pen-
sion, instead of the full amount, is paid to the majority of basic
pension beneficiaries according to the level of the earn-

ings-related pension amount.

Unlike Sweden and Norway, Finland maintains the basic pen-
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sion, but the system is operated with a focus on low-income
seniors. Furthermore, as the pension amount increases, an in-
come tax of about 20% is levied on pension income. As a result,
the difference in the amount of pension received by all elderly
people is not very great. In this way, Finland guarantees a mini-
mum income to those who do not have any income while a
high pension income tax is imposed on those who receive a

large pension amount.

(Figure 6] Total pension amount including housing allowance in Finland (as
of 2019)
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Source: Data obtained by the author through an email interview with Mr. Ismo Risku,
an expert at the Finnish Center for Pensions.

Regarding the operation of Korea's system that pays the
same amount of basic pension to all seniors regardless of in-
come level, Finland's old-age income security system can pro-

vide many policy implications. Specifically, the Finnish case
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can provide policy implications for the future direction of cash
benefit payments for the basic pension in Korea aimed to alle-
viate the high elderly poverty rate. It is not easy to make a de-
finitive conclusion as to whether the appropriate future
amount of the basic pension (paid to the vulnerable elderly) will
be KRW 300,000, KRW 400,000, or KRW 500,000. However, in
Finland, as the amount of the earning-related pension in-
creases, the basic pension is paid differentially, and instead,
the housing allowance is expanded.

One of the important policy implications that can be ob-
tained from the case of Finland is that it would be desirable to
pay the basic pension in an amount sufficient to purchase the
minimum necessities in Korea (in order not to weaken the in-
centives for the vulnerable group to join the National Pension
above all). In Finland, the cash payment of the basic pension is
reduced while the rest of the pension is replaced with a hous-
ing allowance. If houses owned by the elderly in Korea are
viewed as substitutes for a housing allowance instead of con-
verting houses into an income value, this can minimize the eld-
erly poverty rate in Korea as well as reduce unnecessary con-
troversies that arise in the process of considering houses

owned by the elderly as a type of income.9

4) A controversy may arise in the process of converting houses owned by the
elderly in Korea into considerations of income. In particular, the controversy
would intensify when it comes to proper methods to convert owned houses
into an income value and the possibility of asset securitization of houses for
residential purpose. The majority of the elderly in Korea have little to no
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2) Types of Minimum Income Guarantee in Germany:
Minimum Income Guarantee within the Contribution Pension

Plan and Income Guarantee Using Non-Contribution Plans

Germany introduced near-perfect automatic adjustment
mechanism through the Hartz reform in 2004. The automatic
adjustment mechanism calculates the impact of changes in:
fertility rate, life expectancy, and economic growth rate (major
factors that greatly affect pension finances) on pension fi-
nances every year and automatically makes adjustments to the
pension amount if it is assessed that the impacts of changes in
these factors compromise the sustainability of the pension
system. Therefore, it is expected that the pension benefit rate
provided by the German public pension will continue to de-
cline until 2030.

In a situation where the pension amount of the low-income
class is decreasing due to this groundbreaking pension reform,
the minimum guarantee system within the contribution pension
system, which Germany is trying to introduce, seems to have

many implications for pension policies. In Germany, the mini-

disposable income but many own the houses they live in. Although a proper
analysis and evaluation of this unique characteristic of the elderly in Korea
is needed, due mainly to the aforementioned controversies, houses owned by
the elderly are not properly reflected in the calculation of the elderly
poverty rate. If Finland's operating principles of the basic pension and the
housing allowance for the elderly are introduced to Korea, these problems
will be solved more effectively.
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mum pension is guaranteed as a right through the contribution
pension system to those who have participated in the con-
tribution pension system for at least 35 years. The basic pen-
sion was introduced for the vulnerable (low-income elderly
people and the disabled) in order to guarantee the income of
the vulnerable class due to the decline in pension income from
a mid to long-term perspective through the Hartz reform in
2004. This basic pension was introduced as a component of so-
cial policy through the use of government finances.

As the pension replacement rate decreased due to the Hartz
reform, the insured were at higher risk of living in poverty in
their old age. For this reason, Germany is promoting the in-
troduction of an additional system that pays a minimum pen-
sion that is higher than the minimum cost of living within the
framework of the statutory pension system to those who have
faithfully participated in the statutory pension system for a cer-
tain period of time (35 years). In other words, in order to solve
the problem of the reduction in the pension amount inevitably
caused by introducing the automatic adjustment mechanisms
(as part of the effort to ensure the financial sustainability of the
pension system), and, at the same time, to reward the low- and
middle-income insured persons who have faithfully partici-
pated in the statutory pension system, Germany is attempting
to introduce a new type of minimum guarantee that pays more

than the minimum cost of living through the introduction of
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the minimum pension rather than the basic pension that has

already been introduced for social policy purposes.

3) Japan's Introduction of Automatic Adjustment Mechanisms

and the Minimum Income Guarantee

Influenced by Sweden's introduction of automatic adjustment
mechanisms in 1999, Japan also introduced automatic adjust-
ment mechanisms which differ in certain respects from those
introduced in Germany in 2004. Japan also introduced the min-
imum income guarantee system, in addition to the automatic
adjustment mechanisms. In the beginning, the reform was criti-
cized for being weak in terms of automatic adjustment mecha-
nisms compared to Germany. However, considering Germany's
recent trend of strengthening the minimum income guarantee
(although there is a difference in degree) considerable sim-
ilarities can be found in the pension system reform of the two
countries.

In Japan's pension reform of 2004, the fiscal evaluation peri-
od was set at 100 years, and the fiscal stability target was set to
secure one year's worth of pension payments at the end of the
next 100 years. To achieve this, the pension benefit amount
will automatically decrease, but the reform ensures that the
pension replacement rate of at least 50% for married couples is

guaranteed.



ol

70 OECD ‘8 =01l = HF'o| TR APIY 2A0) 7|X5H 22 R80| UXRIE fist HpHe! 1ot

fi

r

Due to the automatic adjustment of the benefits, the pension
benefits will continue to decline over a long period of time.
The automatic adjustment of the benefits and the change in the
final replacement rate (from 2014 to 2110) estimated in 2014
are as follows: during the benefit adjustment period, if the eco-
nomic growth rate is increasing, the adjustment period will be
shortened to 2043, whereas if the economic growth rate is de-
clining, the adjustment period will last until 2058—15 years
longer. When the pension finances reach a level that achieves
equilibrium in the very long term, the macroeconomic slide
stops working. After that, the pension benefit level will remain
constant.

As of 2014, the replacement rate of 62.7% for married cou-
ples is expected to drop from the maximum of 51.0% to the
minimum of 42.1% for each macroeconomic scenario. If such a
situation actually occurs, the minimum income guarantee sys-
tem combined with the automatic adjustment mechanisms will
guarantee the replacement rate of at least 50% for married

couples.
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3. Operation of Pension Systems by OECD Member
Countries

A. Operation of Pension Systems in Greece and ltaly

Italy and Greece were forced to carry out pension reforms in
order to meet EU requirements. Although the issues of pension
system sustainability and equity had previously been raised,
prior attempts at pension reform were either frustrated or car-
ried out only in a perfunctory manner. However, strong pen-
sion reforms have been implemented in the midst of national
crises in each country.

The example of Greece shows that pension policies can be
implemented outside of state control. In Greece, the pension
reforms were delayed due to political interests, resulting in
harsh pension cuts. It is of great significance that structural re-
forms of Greece's old-age income security system were carried
out by external forces. Through recent reforms, the existing
first-tier public pension was divided into two, with one part ac-
tually performing a redistribution function as a (fixed amount)
basic pension and the other part existing as an earn-
ings-related pension. As a result, the pensions system was
changed in a way that significantly increased the replacement
rate of the low-income class within the first-tier public

pension. This can be said to demonstrate that the core princi-
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ple of pension benefit payments in the Bismarck-type pension
system can be withdrawn in a national crisis.

Greece's pension reform after 2010 can be seen as a reduc-
tion in the income guarantee function for the sake of financial
stability. Due to several benefit adjustments, the projected pen-
sion expenditure in 2060 has been reduced by about half com-
pared to 10 years ago. This means that the level of protection
has been weakened, and the benefits of the high-value pension
earners have been drastically cut to minimize the impact on the
vulnerable. The sacrifices and concessions demanded of the
high-value pension earners, and the pensions of existing bene-
ficiaries, were also drastically reduced.

The Italian pension reform started with external pressure and
ended with external pressure. The so-called NDC reform in
Italy refers to the reform process from 1992 to 2011. The Dini
reforms of 1995 set a very long implementation period to re-
duce policy shocks. The Monti government, which gained pow-
er in the midst of the economic crisis in 2010, passed the pen-
sion reform bill in just two weeks, abolishing the seniority pen-
sion available to the already privileged and the implementation
period for NDC. The reforms carried out in 1992, 1995, and
2011, which were evaluated as significant reforms, were able to
be implemented in a situation where various controversies sur-
rounding pension reform were impossible amid strong external

pressure.
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Although Italy's pension reform has resulted in significant
cuts in benefits, the relative poverty rate of Italian seniors is
still low. The elderly poverty rate is lower than the overall pov-
erty rate both before and after reform. This suggests that the
I[talian pension reform did not tend in the direction of en-
dangering the lives of the elderly.

In the long run, the Italian pension reform can be viewed as a
process of multi-pillarization. Although it is often evaluated as
a system centered on public pensions in which old-age income
is sufficiently guaranteed through the NDC system (on the
premise of a high premium rate), Italy has also strengthened
the role of private pensions over the past 30 years. It is also
worth noting that the fragmented public assistance pension
system was strengthened so that those who could not properly
join the public pension system were guaranteed their old-age
income through the assistance pension system.

Comparisons and evaluations of the pension reforms of
Greece and Italy show that ideological identity did not have a
key influence in pension reform. Greece and Italy have differ-
ent ideologies concerning pension policy. Greece implemented
an expansionary pension policy while Italy carried out aus-
terity-focused pension reform. However, the cases of the two
countries suggest that in the case of pension reform through
external pressure, the government's ideology is not the main

variable for reform.
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Second, although the pension finance issue was treated as
more important than the old-age income guarantee in the two
countries’ pension reforms, this does not mean the reforms
were unilateral attempts at fiscal consolidation, ignoring the
income security function. Even after the pension reform, the
lives of the elderly in both countries did not appear to be in-
ferior to the standard of living of the general public in each
country or compared to the elderly in other OECD countries. It
is worth noting that the reforms in these countries focused on
the reduction of privileged pensions for the vested interests and
emphasized the concessions and sacrifices of the high-income
class rather than the overall decrease in benefits.

Third, since the reforms were compelled by external pres-
sure, it was possible to proceed with an intensity that could not
be adopted under more normal circumstances. In Greece and
Italy, significant pension reforms had not been implemented
for a long time, but finally, through external pressure, strong
reforms to eradicate the unsustainable pension system were
carried out.

Fourth, the particular details of pension reform may vary de-
pending on the capabilities of individual countries or the presence
of institutional legacies. Both Greece and Italy had operated
Bismarck-type pension systems before reform, but as the reforms

progressed, each system changed into a significantly different form.
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B. Current Operation of Pension Systems in Japan, the UK,
and Canada

1) Major Pension Reforms in Japan over the Past Two Decades

® Pension Reform in 2004

As a result of the actuarial estimates based on the 1997 pop-
ulation estimate, the need for significant pension reform
emerged. Against this background, the pension fiscal target was
reset. The fiscal target presented in 2004 set the upper limit of
the income-related pension premium at 18.3%, a fixed
premium. (The national pension was 16,900 yen based on the
2004 price). Reform was carried out to adjust the benefit level
so that sustainability of the fiscal balance would be maintained
for the next 100 years while the lower limit of the replacement
rate was fixed at 50% to prevent a sharp drop in benefits.

In addition, the actuarial estimates system was reorganized
into a system that verifies the balance between pension bene-
fits and premium burden at a fixed premium level. In partic-
ular, the macroeconomic slide, a Japanese-style automatic ad-
justment mechanism, was introduced. The macroeconomic
slide is structured to suppress the increase in the pension
amount by setting the “slide adjustment rate” that reflects the
decrease in population and the extension of life expectancy for

a certain period of time necessary to maintain financial
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balance.

@ Pension Reform in 2012: Social Security and Tax Reform

Faced with demographic changes due to low fertility and an
aging population, an increase in non-regular workers, changes
in family structure, and stagnation in economic growth, reform
of the entire social security system was promoted along with a
consumption tax hike. The practice that half of the required
resources for the national pension (which is Japan's basic pen-
sion) are borne by the national treasury was maintained, but
the special case system relating to pension amount was
eliminated. The Act on Benefit Payment for Those Living on
Pension made it possible to provide additional benefits to ben-
eficiaries of the old-age basic pension, whose monthly income
was below a certain level. In addition, with the Act on
Enhancement of Pension Function, the minimum participation
period required to receive a pension was reduced to 10 years
and social insurance premiums were exempted during mater-
nity leave. In particular, under the Employee Pension
Unification Act, the welfare pension for the general public and
the mutual aid pension for public officials were combined into
a public pension with the same pension benefits and premiums
(“Common Pension”). The third layer of the mutual aid pension,
which had been controversial for preferential treatment, was

abolished. The premiums of mutual aid pensions, such as civil
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servant pensions, which were lower than the income-related
pension for the general public, were made equal to those of the

welfare pension with a premium upper limit of 18.3%.

2) Public Pension Reform in the UK over the Last Two Decades

Pension reform was carried out in 2007 and 2008 as the

problem of elderly poverty worsened.

@ Pension Reform in 2007

The UK reform in 2007 was aimed at achieving the adequacy
of pension benefits. By shortening the period required to re-
ceive the full old-age pension, the level of pension benefits was
raised indirectly. Home Responsibilities Protection (HRP) was
expanded and strengthened through the National Insurance
Credits. The pension benefit sliding method, which has been
linked to prices for the past several decades (and has deepened
the problem of elderly poverty) has been reorganized from a
price sliding scale to an income sliding scale. A credit system
was introduced in the State Second Pension (S2P) to strengthen
the pension entitlement. Although the focus of the reform in
2007 was on securing the adequacy of pension benefits, meas-
ures were also taken to raise the pension eligibility age to sta-

bilize pension finances.
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@ Private Pension Reform in 2008
With the introduction of the National Employment Savings
Trust, Opt-out from S2P was abolished.

(® 2014 Pension Reform

Despite the numerous pension reforms, the complexities and
uncertainties of the pension system and the inequality in bene-
fits under the means-tested plans and pension systems
remained. To alleviate these problems, the state pension and
S2P were integrated. Also, to secure the appropriateness of
pension benefits, the first-tier Basic State Pension (BSP) and the
State Second Pension (S2P) were integrated into the new State
Pension (nSP). At the same time, reforms to stabilize pension fi-
nances were promoted. The pension system for dependent
spouses was abolished and the pension age was raised. While
the participation period for full benefits was raised to 35 years,
the minimum participation period was set at 10 years. The
Savings Credit, which was introduced for the purpose of
strengthening the pension entitlement, was abolished through
the pension reform in 2014 due to a sudden increase in main-
tenance costs and side effects within the old-age income se-
curity system. In particular, the Nest system was introduced to
strengthen the benefits of corporate pensions for the vulner-

able, improving the profitability of corporate pensions.
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3) Canada's Public Pension Reforms over the Last Two Decades

@ Pension Reform in 2016

Canada, which had a low pension replacement rate com-
pared to other OECD countries, decided to strengthen its
old-age income security through the Canada Pension Plan
(CPP), a public earnings-related pension. It is also noteworthy
that such a political decision was made possible due to the high
confidence of Canadians in public pensions and the low partic-
ipation rate in corporate pensions.

In order to strengthen old-age income, the CPP replacement
rate was raised by eight percentage points, from 25% to 33%. In
order to achieve financial stability, the premium rate was also
raised at the same time. The premium will be raised to 11.9%
by 2023, starting with a 0.3 percentage point increase in 2019.
Along with the increase in CPP premiums, Year's Maximum
Pensionable Earnings (YMPE) will be raised by 100% to 114%.
After increasing the replacement rate and insurance premium
by 2023, the cap on premiums will be increased by 40%
($58,700 — $82,700) from 2024 to 2025.

Canada is strengthening its old-age income security by in-
creasing the benefit rate of the CPP, the main public pension
system, and the income subject to calculation of pension rec-
ognized by the CPP. Canada's efforts to strengthen public pen-

sions seem to be politically misunderstood in Korea. Only the
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fact that the replacement rate of Canada's public pension was
raised to enhance old-age income security is stressed without
proper understanding that the reform was made possible be-
cause the financial condition of Canada's CPP and the sur-
rounding conditions of the pension system did not cause much
difficulty in strengthening the public pension by raising the
CPP benefit. Before the 2016 pension reform, Canada had al-
ready secured the long-term sustainability of the CPP system
through 150 years of long-term pension finance projections. It
is worth noting that, while promoting an increase in public
pension benefits in order to strengthen retirement income se-
curity, a corresponding increase in insurance premiums is be-
ing made at the same time so that financial stability is not

undermined.

C. Operation of Pension Systems in Nordic Countries:
Focusing on the Evaluation of Public Pension Reforms in
Finland, Sweden, Norway, and Denmark over the Past Two
Decades

1) Evaluation of the public pension reforms in the Nordic

Countries over the last two decades

Nordic countries are in the forefront of facing a significant
population ageing that is attributed to both falling mortality

and fertility rates and projected life-expectancy increases.
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This increases pressure for financing pension systems and
means that younger generations will have to support a larger
group of retirees thus increasing financial burden for working
age people who contribute to pensions. With fewer workers per
retiree, sustainability options are not ideal: pay lower pensions
to retirees, tax the workforce at a higher rate, or some combi-
nation of both. This paper seeks to provide similarities and dif-
ferences on the roadmap that Denmark, Finland, Norway and
Sweden have chosen to meet the needs of future generations of
pensioners and deliver on the goals of sustainability and

adequacy.

(Figure 7] Old age dependency ratio (population 65 and over to population
15 to 64 years)
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2) Design of pension systems

Nordic countries provide a comprehensive pension coverage
for all workers and self-employed. The main principle of the
pension system in the Nordic countries is that a pension is
based on the lifetime earnings principle. In Denmark, though,
self-employed earnings-related pension protection is based on
voluntary pensions. All the countries have changed their mini-
mum pension in a way that it is dependent on the amount of
the earnings-related pension. In all the Nordic countries, ex-
cept Denmark, national pension has ceased to be a universal
benefit and minimum pension provision is targeted for those
with no or meagre earnings-related pensions.

The Nordic pensions landscape has changed as a con-
sequence of the recent pension reforms over the last two
decades. The most radical reforms being established in Sweden
where the earning-related pension system has been changed
from defined benefit (DB) system to defined contribution (DC).
The Norwegian reform was strongly inspired by the
path-breaking Swedish pension reform and the earn-
ings-related pension is based on the Notional Defined
Contribution (NDC) approach.

The Finnish pension system has been restructured on piece-
meal reforms that have gradually changed the whole system.

Finland has DB system, but, because pension is linked con-
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sistently to life-time earnings and pension is adapted to the ex-
tended life expectancy in a similar manner as in the DC systems
with the life expectancy coefficient it makes the system closer
to the economic essence of a NDC system. The structure of the
Finnish pension system is quite unique and differs from the ref-
erence group. Due to the comprehensive coverage of the stat-
utory scheme, demand for voluntary supplementary pension
provision is small. Whereas, in Denmark, Norway and Sweden
the importance of funded private supplementary occupational
pensions is increasing.

The Danish story of reforms is more about stability and status
quo. At least on the surface. However, occupational pensions
(DC) are gaining significant weight, whereas the weight of the
residence based minimum pension is diminishing as more and
more employees have accrued earnings-related pension which
will taper the supplementary part of national pension. In fact,
the Danish pension system has largely been privatized. Despite
the changes towards more private pensions, and even though
larger share of employees’ income will come from occupational
pensions, statutory pensions will remain the most important
source of income for persons with the lowest income share in
the population.

In Finland the contents of earnings-related pensions are de-
termined in the pension acts, but the principles are mainly

agreed on in negotiations between the labour market organ-
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isations and the State, which means that reform process follows
a so-called tripartite administrative model. In other Nordic
countries the labour market partners have not participated to
the reform process in a similar weight.

The main goal of the structural reforms established in the
Nordic countries is to improve the long run fiscal sustainability
of the pension system, particularly through stronger labour
supply incentives. The increases in retirement age, life-expect-
ancy adjustments, abolishing early retirement routes and the
incentives to stay in employment longer are expected to pro-
long the average working lives, a key pre-condition for pre-
serving the sustainability and adequacy of pensions in a con-
text of increased life expectancy. Even though all these coun-
tries have large pension funds the statutory pension schemes
are based on an intergenerational solidarity contract and the
pension systems are to be financed mainly on pay-as-you-go
-basis (PAYGO).

High labour-market participation and longer working lives
can mitigate the problem of an ageing society with a shrinking
working-age population. The Nordic countries have enjoyed
comparably high employment rates, especially for women and
older workers. Employment rates in the Nordic countries are
among the highest in the OECD-area. In recent two decades
the employment rate of 55-64-year-olds has increased in all

the Nordic countries. It is noticeable, that in Finland the em-
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ployment rate for women is higher than men’s.

3) Pension adequacy

Nordic countries stand out in terms of low degrees of income
inequality and poverty. Denmark and Norway have both com-
paratively generous level of minimum protection. In Denmark
and Norway minimum gross pension is about 35% and 33% of
average wage respectively, whereas in both Finland and
Sweden it amounts to 24 % of average wage. Sweden has the
highest share of people aged 65 and above with a disposable
income below the threshold for being at risk of poverty. On the
other hand, Danish model has been successful in reducing
poverty. According to OECD’s definition (2020c) the relative
old-age (aged 65 or over) poverty rate is only 3% in Denmark
and 4% in Norway, whereas in Sweden it is 11% followed by
Finland 7% in 2018.

According to latest OECD calculations (2019) the in-
troduction of NDC scheme in Sweden will substantially lower
theoretical replacement rates for cohorts of retirees affected by
the reform while it has a much smaller impact in Norway. In
Finland and Denmark, the change in the replacement rate is
relatively small. Younger generations can expect similar benefit
levels as older generations in percent of last wages, only if they

work longer and retire at a later age.
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All the Nordic countries share a concern concerning the pen-
sion coverage and pension level of self-employed persons in
comparison to employees. In Denmark, Norway and Sweden
the self-employed can be seen to be disadvantaged in terms of
access to supplementary occupational pension schemes. Even
though occupational pension schemes have become obligatory
in Norway, the self-employed are excluded. Both in Norway
and Denmark the focus in pension policy has recently been on
removing disincentives to private pension savings. In Finland,
even though the self-employed receive the pension on the
same conditions as employees there is a risk that they will ex-
perience inadequate pensions in old age. Unlike employees,
the self-employed negotiate with their pension institution over
a proper level of earnings-related pension income base, which
should correspond their work input i.e. the wage that a
self-employed person would pay to a worker hired to do the
same work. However, over 30 percent of self-employed people
and over 40 percent of new self-employed end up with the

minimum level of income base.
4) Automatic stabilizers
One of the key parameters in any pension system is setting

the age at which a pension can be drawn. In Finland, Norway

and Sweden retirement age is flexible thus giving individuals a
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right to choose when they will retire on an old-age pension af-
ter they have reached the lowest retirement age. In addition,
people can draw partial or full old-age pensions regardless of

whether they stop working or not.

[Figure 8] Current retirement ages by year of birth in the Nordic countries.
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For ensuring sustainability and adequacy all four countries
have incorporated an automatic link between pensions and life
expectancy in their public pension systems. Finland and
Sweden have indexed both retirement age and benefits to life
expectancy. Whereas in Norway life-expectancy adjustment is
linked to a benefit level at the time of retirement and in
Denmark to retirement age. Danish system can be described

semi-automatic: a change in retirement age must be approved
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in parliament every fifth year.

Sweden has also established an automatic adjustment mecha-
nism to address imbalances in the wake of unfavourable mac-
roeconomic and demographic developments to mitigate the
fiscal impact of these risks in the future. This automatic bal-
ancing mechanism allows for a cut in pensions in payment,
which has happened. The balancing indexation was activated
for the first time in 2010 because of the financial crisis in 2008
as well as in years 2011 and 2014. In principle, all economic
and demographic risks of statutory earnings-related pensions
are reflected in the level of current or future pensions. In other
Nordic countries the financers i.e. employers, workers and
government carry the risks.

Reforms have strengthened pension financing by mitigating
the long run growth in the pension expenditures. Even though
pension expenditure in Norway is projected to increase, the
level of expenditure was projected to nearly double from the
current level without a structural change in the pension system.
In Finland development of pension expenditure can be de-
scribed rather stable with small fluctuations. In Sweden and
Denmark trend in public pension expenditures is even

declining.
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[Figure 9] Statutory pension expenditure in relation to GDP, %, in
2016-2070.
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Nordic countries have modernized their pension systems
through several actuarial adjustments, thus strengthening the
financial sustainability of the pension provision. An ability to
curb the growth of public pension spending and a significant
increase in senior workers’ employment rates in recent decades

also proves that measures have been effective.
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4. Dual Structure of the Korean Labor Market and the
Direction of Pension System Reform to Cope with the 4th
Industrial Revolution

A. Dual Structure of the Korean Labor Market

1) Overview

Chapter 4 of this report presents the current status of the du-
al structure of the Korean labor market and the trend of the
widening gap between the two markets, which has become ap-
parent since the mid-1990s. Although there is no clear standard
or definition that can be used to determine whether there is a
dual labor market structure, the Korean labor market is clearly
divided into a primary labor market characterized by high wag-
es and job security and a secondary labor market characterized
by low wages and job instability, and the gap between the two
markets is widening (Byeong-Yoo Jeon et al., 2018). The cri-
teria typically used to distinguish the Korean labor market from
others are the size of the company and the type of
employment. The widening gap in labor market performance
by company size and employment type and rigidity of labor
mobility contribute to inefficient supply of and demand for
manpower and increase the youth unemployment rate. Due to

the gap by company size and employment type caused by the
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dual structure of the labor market, the importance of one’s first
job is naturally emphasized. Upon entering the secondary labor
market, people experience job instability and find it difficult to
enter the primary labor market. For this reason, people are re-
luctant to enter the secondary labor market in the first place,
and many young people are willing to endure the long prepara-
tion period after graduation that is necessary to get a job in the
primary labor market. On the other hand, in the secondary la-
bor market, companies are having a hard time hiring people.
In this chapter, the Korean labor market is assumed to have a
dual structure in order to analyze the current status of such du-
al structure from the perspectives of the wage gap and the ri-
gidity of labor mobility. The characteristics of members, wage
gaps, and differences in wage determination functions based
on company size and employment type are examined through
the survey reports on labor conditions by employment type
conducted since 2016, and the degree of disconnection be-
tween the labor markets is reviewed based on the data from the

2000-2018 Korean Labor and Income Panel Study.

2) Labor Market Size and Wage Gap by Company Size and
Employment Type

The proportion of wage earners working for companies with

300 or more employees among wage earners aged 15 to 64,
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shown in the survey reports on labor conditions by employment
type, increased slightly from 13% in 2016 to 13.9% in 2019. The
proportion of regular workers among wage earners is 72% to
74%, showing no significant change during the same period.
The share of male workers in the primary labor market is high-
er than in the secondary labor market. The proportion of male
workers of companies with 300 or more employees range from
63% to 68%, and the proportion of men among regular workers
is 60% to 63%.

A closer look at the simple average wage gap between the
primary and secondary labor markets shows that the average
monthly wage of those working for companies with fewer than
300 employees between 2016 and 2019 is 65% to 68% of the
average monthly wage of those working for companies with
300 or more employees. The wage of non-regular workers is
59% to 60% that of regular workers. The hourly wage gap by
employment type appears to be smaller than the monthly in-
come gap. The total hourly wage of non-regular workers is 83%
to 85% that of regular workers, showing a smaller gap com-
pared to the total monthly wage. Unlike the monthly income
gap by company size, the monthly income gap by employment
type is significantly affected by the working hour gap in addi-
tion to the hourly wage gap. This is because part-time employ-
ment is included in non-regular employment.

Even after controlling for individual characteristics such as
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age, education, and gender, the total hourly wage of workers in
the primary labor market appears to be significantly higher. As
of 2019, the total hourly wage of workers of companies with
300 or more employees is 27.3% higher than that of workers of
companies with fewer than 300 employees, and the hourly
wage for regular workers is 1.3% higher than that for non-regu-
lar workers. This result cannot be attributed to the fact that
these workers are in the primary labor market, but it can be in-
terpreted as a wage gap between the primary and secondary la-
bor markets that remains after controlling for potential career
and educational background. This premium of the primary la-
bor market is similar when comparing median wages rather

than average wages.

3) National Pension and Retirement Pension Participation

Rate by Company Size and Employment Type

It can be predicted that the rate at which workers in the pri-
mary labor market with more stable employment participate in
the national pension and retirement pension would be higher
than those in the secondary labor market with unstable
employment. Looking at the national pension first, 99% of
workers of corporations with 300 or more employees and 98%
of regular workers in the primary labor market are participat-

ing in the national pension system. The rate of participation in
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the national pension for wage workers of companies with fewer
than 300 employees was 89.7% in 2019. However, the partic-
ipation rate of non-regular wage workers was less than that of
other groups. In 2016, only 56.7% of non-regular wage workers
were participating in the national pension system, and that rate
increased slightly to 61% in 2019.

Meanwhile, the rates of participation in the retirement pen-
sion of workers in the primary and secondary labor markets
showed a larger gap than the rates of participation in the na-
tional pension. More than 70% of workers of corporations with
300 or more workers were participating in the retirement pen-
sion, but for workers of companies with fewer than 300 em-
ployees, the percentage was less than 50%. The difference in
the rate of participation in the retirement pension between
employees of companies with 300 or more and fewer than 300
employees ranged from 30%p to 32%p. When looking at each
employment type, the gap in the participation rate was larger,
standing at 38%p to 39%p. The rate of regular workers’ partic-
ipation in the retirement pension ranged from 56.1% to 58% in
2016, while the rate for non-regular workers was 17.4% to

19.6%.

4) Rigidity of Labor Mobility between Markets

When discussing the dual structure of the labor market, one
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of the most important factors is whether there is a gap and dis-
connection between the two labor markets. In particular, the
restriction of movement to the primary labor market increases
the opportunity cost of job seeking for young people and
makes the matching process between companies and job seek-
ers inefficient. As a result of examining whether there is ri-
gidity of labor mobility between the two labor markets based
on the 2000 to 2018 data of the Korean Labor and Income
Panel Study, transition from the secondary labor market to the
primary labor market was very rare, reaching only 6.6% to 10%.

First, the conditional transition probability in which in-
dividual characteristics and human capital were not controlled
was calculated. The conditional transition probability is a value
that shows how the size of the engaged company or type of
employment has changed over two consecutive periods. If
there was a missing value, the point of time of that missing val-
ue and the observed values before and after that time were ex-
cluded from the probability calculation. The probability that
those working for a company with fewer than 300 employee in
the first period would still be working for a company with fewer
than 300 employees in the following period was 93.4%, while
the probability that they would have moved to a company with
more than 300 employees was 6.6%. The probability that those
working for a company with 300 or more employees in the first

period would be still working for a company with 300 or more
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employees in the following period was 82.4%, while the proba-
bility that they would have moved to a company with fewer
than 300 employees was 17.6%. It can be seen that the majority
of the sample did not experience a transition between labor
markets. The conditional transition probability based on em-
ployment type shows the same result. Those who were
non-regular workers in the first period but transitioned to reg-
ular workers in the following period were 10.04% of the sam-
ple, while those who were regular workers in the first period
and still had a permanent position in the following period were
97% of the sample.

Next, the rigidity of labor mobility between the primary and
secondary labor markets was estimated with a model that in-
cluded the age, age squared, work experience, service years,
and individual fixed effect of each worker. If a person worked
for a company with fewer than 300 employees in the first peri-
od, the probability of that person still working for a company
with 300 or more employees in the following period is 20.2%
lower than in the case of a worker of a company with 300 or
more employees in the previous period. The rigidity of labor
mobility between temporary and permanent positions is even
greater. Workers who were non-regular workers in the first pe-
riod have a 52.2% lower probability of becoming regular work-
ers in the following period than those who were regular work-

ers in the first period.
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5) Income by Age and Participation in Pension in the Primary

and Secondary Labor Markets

The result of analyzing the mobility between labor markets
based on the Korean Labor and Income Panel Study shows that
workers who entered the secondary labor market find it diffi-
cult to move to the primary labor market and are thus highly
likely to stay in the secondary labor market. If there is a gap
between the primary labor market and secondary labor market,
and movement between them is rigid, it is likely that there
would be a large gap in the pension and economic variables of
workers in each labor market at the time of retirement. To ex-
amine this, the gap in economic variables of male workers aged
25 to 55 after the year 2000 by labor market and age was
analyzed.

First, the analysis results show that the average monthly in-
come gap between the two labor markets increases over time
by both company size and employment type. This implies that
there exists a gap at the time of entry into the labor market in
terms of earned income as well as a gap in rate of wage in-

crease between the labor markets.
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The gap was observed not only in earned income but also in
participation in the national pension scheme and provision of
severance pay by company size and employment type. It was
also found that the gap remained constant for all age groups

(from 25 to 55), showing no significant decrease.

[(Figure 12] Rate of Participation in National Pension Scheme by Company

Size and Age
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Note: The sample is male wage earners aged 25 to 55.
Vertical axis: participation in national pension scheme, horizontal axis: age,
dotted line: companies with fewer than 300 employees, solid line: companies
with 300 or more employees
Source: 3rd to 21st KLIPS
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(Figure 13] Provision of Severance Pay by Employment Type and Age
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(Figure 14] Provision of Severance Pay by Company Size and Age
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[Figure 15] Provision of Severance Pay by Employment Type and Age
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Note: The sample is male wage earners aged 25 to 55.
Vertical axis: provision of severance pay, horizontal axis: age, dotted line:
temporary positions, solid line: permanent positions

Source: 3rd to 21st KLIPS

6) Summary

This chapter presents the results of various empirical analy-
ses related to the dual structure of the Korean labor market.
When age and level of education are controlled, the wages of
workers in the primary labor market are higher than those of
workers in the secondary labor market. The wages of workers
in large companies with 300 or more employees are about 30%
higher than those of workers in companies with fewer than 300
employees. Although this gap has narrowed gradually since
2016, there is still a significant wage gap of 27.3% as of 2019.

The premium for regular workers is much less than that for
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workers in the primary labor market based on the size of the
company. When age and level of education are controlled, reg-
ular workers receive 1% to 2% higher wages than non-regular
workers. This gap is a residual gap that remains after the ob-
servable human capital variable is controlled, and does not in-
dicate a causal relationship.

The case of workers in the secondary labor market moving to
the primary labor market was observed very rarely, at least in
the data of the 3rd to 21st Korean Labor and Income Panel
Study. If there is rigidity of labor mobility between the labor
markets and the inaccessibility of the primary labor market, the
dual-structured labor market maintains the gap in income and
preparation for retirement from the young to the middle-aged.
As the separation and inaccessibility of the labor market be-
comes more pronounced, and economic performance is con-
centrated in the primary labor market, the social costs arising
from the welfare burden of workers in the secondary labor
market and reduced flexibility in the labor market will increase.
The results of this chapter imply that the dual structure of the
labor market is a problem facing young people newly entering

the labor market and can lead to poverty among the elderly.

B. Revitalization Plan for Progressive Retirement:
Comparison of Singaporean and Japanese Systems
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1) Overview of Singapore's Progressive Retirement System

Singapore did not have a statutory retirement age until 1993.
Until then, by convention, retirement was linked to 55 years of
age, the age at which withdrawals from the Central Provident
Fund (CPF) could be made. In 1993, the Singapore government
introduced the Retirement Age Act which stipulated a retire-
ment age of 60, in consultation with the National Trades Union
Congress (NTUC) and Singapore National Employers Federation
(SNEF). In 1999, the retirement age was extended from 60 to
62.

As the aging population grew and elderly support expenses
increased, the Retirement and Re-employment Act (RRA),
which provides workers who reach the retirement age with the
opportunity to work flexibly from the age of 62 to 65, was in-
troduced in 2012. Based on additional labor-management ne-
gotiations, the tripartite guidelines for re-employment of older
workers were revised, allowing employers to extend the re-em-
ployment of workers from 65 to 67 years of age from July 1,

2017.

2) Japan's Progressive Retirement System: Measures to

Stabilize Employment for the Elderly
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Japanese middle and old-aged workers are known to have a
strong desire to work. They have been receiving institutional
benefits in relation to progressive retirement since the 1970s to
the same extent as workers in Western countries. This is due
mainly to the Act on Special Measures for the Promotion of
Employment of the Middle- and Old-Aged Worker, which was
enacted in 1971. Before this law, the Employment Measures
Act, enacted in 19606, stipulated measures to promote employ-
ment for all age groups, including middle- and old-aged
individuals. This law set the employment rate for the 45 and
older age group in 63 types of occupations and required pri-

vate companies to do their best to meet the employment rate.

Since then, this law has been superseded by the Employment
Security Act for the Elderly, in effect since October 1, 1986.
Article 9, Paragraph 3 of this Act stipulates the implementation
of measures to secure the employment of the elderly.
Accordingly, measures such as continued employment, aboli-
tion of the retirement age, and extension of the retirement age
have been implemented, providing legal grounds for pro-
gressive retirement. Beginning in April 2006, the law strength-
ened the existing statutory duties of achieving the employment

rate.

Due to these efforts of the Japanese government, 99.9% of
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the companies surveyed were taking measures to secure em-
ployment for the elderly in 2018. According to the survey, the
continuous employment system is by far accounting for 79.3%
among the measures taken by the companies, followed by the
extension of the retirement age at 18.1%, and the abolition of
the retirement age at only 2.6%. The continuous employment

includes re-employment and extension of work.

Unlike Korea, the majority of Japanese old-aged workers
considering progressive retirement have the right to receive a
pension. This is because the welfare pension (corresponding to
the national pension of Korea), a public pension for the gen-
eral public, was introduced early. Therefore, the progressive
retirement plan has been operated in connection with the
Japanese-style employment system and with labor market poli-
cies such as the retirement age as well as pension policies. In
particular, there were many workers in their 60s who are work-

ing on a partial pension.

C. Direction of Pension System Reform to Cope with the
Fourth Industrial Revolution and a Super-Aged Society -
Focusing on Atypical Workers (Platform Workers and
Special-type Workers)

According to the analysis of the dual structure of the Korean

labor market conducted in this study, it is very rare that work-
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ers belonging to the secondary labor market move to the pri-
mary labor market, at least according to data in the 3rd to 21st
data sets of the Korea Labor Panel. If movement rigidity be-
tween labor markets and the closure of the primary labor mar-
ket exist, the dual-structured labor market will maintain the
gap in income and retirement preparation from the young to
the middle-aged. As segregation and closure become clear and
economic performance is concentrated in the primary labor
market, the welfare burden for workers in the secondary labor
market — as well as social costs due to reduced labor market

flexibility — will increase.

The results of this analysis imply that the problem of the dual
structure of the labor market is a problem facing young people
who are newly entering the labor market and that it can also
lead to elderly poverty. This phenomenon is highly likely to in-
tensify with the advent of the fourth industrial revolution and
the mass production of platform workers whose identity is

ambiguous.

Even before the issue of platform workers, special-type
workers (a unique phenomenon in the Korean labor market)
had an ambiguous identity — they are classified as regional
participants rather than workplace participants in the national

pension. In Korea, the number of workers in the platform
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economy is estimated to be 469,000 to 538,000 depending on

the definition of workers in the platform economy.

(Table 2) Number of workers in the platform economy in Korea

(Unit: thousand)

Classification Definition 1 Definition 2
Platform economy workers 469 538
(as a percentage of the employed) 1.7) 2.0

Source: Jun-young Kim. (2019), Estimated number of platform economy
workers in Korea (as a percentage of the employed).

It is estimated that the pension participation rate of the plat-
form economy workers in Korea is 52.6%. In particular, consid-
ering that the participation rate of the self-employed without
employees (excluding agriculture, forestry and fisheries) is sig-
nificantly lower than the overall national pension participation
rate (72.6%). If these groups are left as they are while maintain-
ing the current social security system, they are likely to be ex-
cluded from social insurance benefits. This is highly likely to

result in polarization of old-age income.5

5) The report entitled “Prospects of Changes in Social Insurance Participation of
Wage Workers and Future Tasks in the Era of the 4th Industrial Revolution”
published by the National Assembly Research Service (2019) raises concerns
over potential expansion of social insurance blind spots due to the 4th
Industrial Revolution. This report mentions that preemptive measures are
needed as the number of national pension participants is expected to
decrease by 440,000 over the next five years.
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These groups, whose status in the labor market is relatively
low, pay 100% of the insurance premiums themselves even
though their average income level is low. This serves as a major
cause of the expansion of a blind spot in the national pension.
Therefore, it is necessary to actively review measures for the
government to take over the role of employers for the under-
privileged with low income on the premise of expanding par-
ticipation incentives through the introduction of the insurance
premium support system for these groups and securing means
of real-time income identification. Specific direction of pen-
sion reform to cope with the fourth industrial revolution and a
super-aged society will be described in the summary and con-

clusion sections.

5. Summary and Policy Suggestions

1) Implications for Korea of Pension Reforms in Greece and
Italy

Suggestions for the direction of Korean pension system re-
form based on the aforementioned assessments of the Greek
and Italian pension reforms are as follows: first, pension reform
is an issue that transcends ideologies and requires a serious ap-

proach for future generations. Looking at the past 10 years,
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political circles have approached issues concerning the na-
tional pension, which should be a key means of guaranteeing
old-age income (from an election engineering perspective) and
have failed to deal with the national pension as a serious policy
subject. If pension issues cannot be resolved through political
means, an enterprising approach —such as the establishment of

a neutral organization— is required.

Second, it is necessary to set goals for the pension policy
within a broader framework. In Greece and Italy, reforms were
carried out to solve fiscal problems at a time when the problem
of income security was already solved to some extent. On the
other hand, in the case of Korea, there are many problems with
the level of guarantee in addition to long-term financial
instability. This is a particularly serious problem for the under-
privileged, who are not receiving the benefits of private pen-
sions such as retirement pensions and personal pensions, and
exist in a blind spot of national pension policies, as do those
who have difficulty in securing sufficient old-age income due
to their short participation period in private pensions. Under
these circumstances, there is no clear social consensus on sta-
bilizing the pension finances and strengthening the level of
protection. As a result, discussions on pension reform have not

yet materialized.
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A new discussion framework is needed because it is practi-
cally impossible to discuss the overall issues under the actuarial
estimates of the national pension, which is currently an im-
portant framework for discussion. Before establishing the fiscal
target and income security goal of the national pension, deci-
sions should first be made via a new discussion framework. Key
questions include: whether the basic pension needs to be re-
duced to a public assistance system in the long term; whether it
should be integrated into the national pension, expanded into
a universal benefit system, or as for the retirement pension;
whether it should remain a voluntary supplementary pension
system or whether it should be developed into a system that is

systematically supplementing the public pension.

2) A desirable direction to build an old-age income security

system

Above all, in order to prepare for the coming era of demo-
graphic difficulty, an approach that properly considers the re-
ality of Korea is necessary. The progressive retirement system
(partial pension system) that we are considering and reviewing
in order to encourage older workers to keep working and to
promote a slow transition to retirement is either already dis-
appearing or its importance has significantly decreased in

Sweden and Finland. This is because there are significant dif-
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ferences between these countries and the circumstances facing
Korea in terms of the operation status of the old-age income
security system and the older workers.

Although these advanced countries no longer operate or
maintain the progressive retirement system, which provided us
with policy implications in the past, it does not mean that we
should pay any less attention to them now. Rather, we need to
pay even more attention and carefully analyze the reasons
these countries were contemplating the introduction of such
systems, the background concerning the decrease in the pres-
ent usefulness of the system, and in particular what direction
was taken if the system was replaced with a different one, and
if abolished, the reasons for abolishment.

In particular, the analysis of differences between these coun-
tries and Korea in relation to the lack of jobs for the young, the
lack of preparation for post-retirement or the lack of old-age
income security for the middle-aged and the elderly, as well as
analysis of the wide income gaps caused by the mismatch be-
tween the pension-receiving age and the retirement age is
needed. It is necessary to consider a direction of reform that
meets the reality faced by Korea. We need to find not only the
best policy or system, but also to find the second-best policy or
system in practical terms. If it is difficult to find the sec-
ond-best policy, we should do our best to find the third-best

policy. Our reality is as desperate as that.
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Since the majority of the vulnerable in our society are not re-
ceiving adequate social insurance benefits, progressive retire-
ment based on the existing social insurance system can in-
tensify the polarization of old-age income by strengthening the
already privileged. In this context, like it or not, Japan is seen
as a country that can provide many practical policy
implications. This is largely because Japan has a long history of
old-age employment compared to other OECD countries, and
because it is extending the working period by extension of the
retirement age and is using the incumbent pension system of
the income-related pension in a way similar to the employment
subsidy.

Since the blind spots of the social insurance system are large,
with a high proportion of social insurance in the overall social
security system, and since the system is operated based on a
low-burden, high-benefit basis, the market income gap further
widens after retirement. Unfortunately, those who are in great-
est need of welfare do not actually reap the benefits. Decisions
to increase welfare spending, which are usually made just be-
fore election season and without sufficient analysis, exacerbate
the already distorted welfare-related problems.

It is necessary to properly understand the foreign policies of
promoting progressive retirement. Major advanced countries
aim to entice people to work longer while Korea has a policy

goal to further systematize what is already being done, namely
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to work up to the age of 72. In this regard, it is necessary to re-
call the recent OECD report (Working Better with Age) which
notes that old-age work, which is active in Korea, has enough
social value to be recognized as a treasure to other OECD
member countries (OECD 2018b).

Instead of criticizing the fact that many elderly people are
forced to work even in very old age in Korea due to the in-
complete welfare system, it would be desirable to positively ac-
cept the fact that old-age working is an active part of the
Korean labor market (as in the OECD evaluation) while focus-
ing energy and effort on the establishment of a social system
that provides appropriate rewards and compensation for their
work.

In the new environment to come, it is meaningful and effec-
tive to provide choice by providing an option that suits each
individual's circumstances rather than applying the same sys-
tem uniformly to all. For those who have secured a certain de-
gree of competitiveness in the labor market, strong policy sup-
port should be provided so that these workers can remain
employed. Even if this approach will require the government to
inject funds in the short term, it will have an overwhelming ad-
vantage in terms of cost-effectiveness in the long run.

For older workers who have secured a certain degree of com-
petitiveness, various types of employment support policies are

needed according to occupational status and income class
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(such as employment subsidies and social insurance premium
support for older workers). For those who have difficulty work-
ing due to various factors, support should be provided to en-
sure the minimum guarantee established by the government.
That is, it is an important and urgent priority to establish an ef-
fective cooperative system along with other social security
systems.

To reduce the blind spots in social insurance, an “insurance
premium reduction vs. premium support’ plan may be
considered. In Germany and France, insurance premium reduc-
tion plans are widely used to prevent employment evasion
(long-term unemployment) due to high social insurance
premiums. In the case of Korea, the insurance premium sup-
port plan seems more appropriate than the reduction plan giv-
en the overall circumstances and with the aim to minimize mo-
ral hazards. As the blind spots in the application of the national
pension system remain large, providing incentives through the
insurance premium support system may be more effective in
reducing the blind spots. In Korea, the “Durunuri Social
Insurance”, which was originally proposed as a national pen-
sion insurance premium support project for the vulnerable, was
introduced as a premium reduction and exemption system as
part of an active labor policy pursued in the process of the la-
bor-management consultation. However, the effect of reducing

the blind spots of the national pension is insignificant in spite
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of the substantial budget.

Since the introduction of the Durunuri Social Insurance pro-
gram —which had little effect in reducing the blind spots of the
national pension— opinions voicing the desire to abolish the
program are arguing that the policy effect is small compared to
the cost. This is putting the cart in front of the horse, since the
Durunuri Social Insurance program was introduced in a way
that had little effect on reducing blind spots in the first place.
However, instead of trying to reform the system in the proper
direction, people are discussing the necessity of abolishing the
program, as it has little effect.

It is necessary to find a creative direction for the develop-
ment of the Durunuri Social Insurance program that properly
reflects the reality of Korea in terms of revitalizing progressive
retirement in a future super-aged society. It is an urgent prior-
ity to develop a progressive retirement model that can accom-
modate various types of occupations so that middle-aged and
elderly people can extend their participation period to the na-
tional pension through revitalization of progressive retirement
as well as share jobs with young people. Efforts should be made
to encourage older workers to accept reduced income due to
reduced working hours while sharing jobs with the younger
generation. At the same time, it is necessary to increase in-
centives for middle to old-aged workers to keep working and

for employers to hire older workers through social insurance
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premium support, among other possible measures. To this end,
the Barned Income Tax Credit (EITC) should be expanded to
include low-income middle to old-aged workers and, on top of
this, the Durunuri Social Insurance program should be ex-
panded to support social insurance premiums. If the two sys-
tems are operated simultaneously, it will be possible to provide
incentives for the low-income class to join the national pension
system and to build an infrastructure for promoting income for
the vulnerable.

Meanwhile, the need to prepare measures to strengthen so-
cial insurance and social security systems for platform workers,
which are being mass-produced recently, seems stronger than
ever before. If these groups are left unattended-to, they are
highly likely to be excluded from social insurance benefits. As a
result, it is highly likely that this will lead to polarization of
old-age income.

As discussions on the introduction of a basic income are al-
ready becoming visible in Korea, it seems that the time has
come for the government to urgently intervene concerning the
issue of guaranteeing the old-age income of low-income plat-
form workers and special types of workers. There is no room
for hesitation given the concern over the difficulty of under-
standing the income of these groups and the huge financial
requirements. The case of the basic pension, which is being

expanded periodically every election season without adequate
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consideration of the ripple effect of the system reform or ex-
pansion, is already providing us with sufficient lessons. As far
as our circumstances allow, even in the form of a pilot test, it is
time to hasten the introduction of a program focusing on the
vulnerable that is actively supported by the government on the
premise of the contribution of these vulnerable groups.

In order to rush to come up with the direction of social in-
surance development under new circumstances, it is necessary
to actively think about how digital social insurance works in
the form illustrated in Figure 16 (Suk-myung Yun et al., 2019).
In particular, an in-depth analysis of the different backgrounds
and approaches of Germany and France, which seem to have
taken different paths in countermeasures against platform
workers, seems necessary. As far as can be understood,
Germany, as the birthplace of the existing social security sys-
tem, seems to be concentrating on modernizing the social se-
curity system in a direction that can adapt within the rapidly
changing social environment. On the other hand, France is fac-
ing critiques that it is trying to break away from the traditional
social insurance system and move toward a social security sys-
tem that relies more on taxation in terms of financing rather

than on individual contributions (Ji-yeon Jang, 2019).
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(Figure 16] Mechanism of digital social security (example)
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Source: Weber. (2019). Digital Social Security: Outline of a concept for the 21st
century.

What is particularly noteworthy here is that Germany has se-
cured the long-term sustainability of its social security system,
including the pension system, while the sustainability of
France's system is significantly lower. This could be the back-
ground explanation for why these countries are coping with
social security and pensions system challenges by moving in
different directions. In other words, while Germany still has a
choice on how it might proceed, France has no choice.
Therefore, France's approach is different. (Suk-myung Yun et
al., 2019)

Based on the discussions so far, a direction for constructing a
sustainable income security system in terms of cost and effec-
tiveness is proposed with the aim of coping with a super-aged

society. Only when the system is designed in such a way that
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the beneficiaries are well-selected and more benefits are paid
to the vulnerable will it be possible to reduce or alleviate the
income polarization caused during the economically active
period. In order to effectively strengthen the public pension
system, it is necessary to revitalize a progressive retirement
system that can extend the pension participation period while
minimizing blind spots so that even the underprivileged can re-
ceive public pension benefits through various policy measures.
It is also necessary to raise the income subject to calculation of
pension to receive a higher pension benefit even under the
same pension system with the same replacement rate. To be
more specific, measures to be taken to reform the income se-
curity system include: @ reforming the national pension system
to create an earnings-related pension system in which an an-
nuity is paid based on one’s contribution; @ seeking a basic
pension where the beneficiaries are carefully selected and dif-
ferential payment is made according to the level of old-age in-
come; and 3 appropriately mixing various measures, including
housing allowances, which are differentially paid according to
the level of old-age income in order to achieve the national
minimum. A true sense of universal welfare (income security)
will be felt with the achievement of the national minimum
through an appropriate mix of various programs that exist in
Korea rather than through universal welfare where each in-

dividual program is equally paying to all individuals. As a spe-
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cific example of this, it is necessary to take a close look at the
Finnish retirement income security system (Suk-myung Yun,
2019b).

Providing preferential opportunities to the vulnerable, who
have been excluded from various support measures due to their
low political influence in our society, seems to be the way to
properly implement the inclusive growth that the OECD
emphasizes. Before arguing that this is unlikely to be effective
due to many problems without even trying, it would be desir-
able in terms of social development and building a fair society
to try policy alternatives that are considered appropriate. If we
hesitate and do nothing until the argument of providing a basic
income to all citizens obtains political domination, the finan-
cial burden and social cost to be borne by the entire society
would be enormous.

When comparing two situations, one where various attempts
have been made but do not work, and other policy alternatives
gain strength in the end, and a second situation where no at-
tempt has been made from the beginning and then a system
with significantly less sustainability is introduced due to politi-
cal pressure, the former case seems better than the latter. This
is because our society will be able to accumulate experience
and gain knowledge concerning how to build social infra-
structure from which we can find clues to solutions when faced

with other similar situations in the future.
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H 2-1-1) OECD Economic Surveys: Korea 2018

The Basic Pension is to rise to KRW250,000 (USD 232) in September
2018 and to KRW 300,000 in 2021, while maintaining its coverage at
around 70% of the elderly. The government projects that this will reduce
the elderly poverty rate to 42.4% in 2021, still more than three times the
OECD average. The Basic Pension has two key weaknesses: i) one-third of
those who receive it are above the relative poverty line; and ii) the elderly
in absolute poverty receive the same benefit as those above absolute
poverty. The immediate priority is well-targeted social spending to ensure
an adequate minimum level of income for all elderly. The government
should focus the Basic Pension on the lowest-income elderly to ensure
that they escape from absolute poverty (2018 OECD Economic Survey of
Korea).

A& OECD(2018), Economic Surveys: Korea, p53
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I Guaranteed pension [Jll Income—related pension

3.07 (11.650) —
2.72(10.326) —

2.13(8,076)
1.90 (7.204)

Total public pension

1.00 (3.792)

Income-related pension in price—related base amounts (monthly pension in SEK. 2018)

A& The Swedish Pension Agency, 2019
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[ Special supplement
[ Eamings-related pension
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~7 700
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(£+9): GDP tiH] %)

2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018

-10.2 | -151 | -11.2 | -10.3 | -89 | -13.2| -3.6 | -5.6 | 0.5 0.7 1.1

A& Eurostat
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A 9171 o|F AA7t FEsHHA 1919 GDP7} 1/4 71 &°l&
o, o]z ARkl IS 42] o] RorzlZ= 2vlgtth. 2008
dofl oF 21,800 FE2HE 1917 &50] 20154°0= 16,200 2714
Z015t71 201849 17,200 G2 &0 =2 o7 uH53lict

(& 3-1-3) Alg7H4 7I= 1918 GDP

(&91: §2)
2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018
21,800 | 21,400 | 20,300 | 18,600 | 17,300 | 16,500 | 16,300 | 16,200 | 16,300 | 16,800 | 17,200

A& Eurostat

71202 913t AAYA|= HIZA Ho| = 1 Jgo] IHZE Yeht=
4], 2008%°] 28.1%°] o]|Z2FHH W A ¥ 20144 36.0%7HA
o|2r} o]F HXHOo R ZolE1E o} 2018W0E 1 £A=

31.8%°1 °|=1 = Aotk I, o] Al A Id= WY
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542] 23 o] Uk FHAEC] 50% 0|5k AYEls ATjulEg
oA, AHA Hlol A ARRE sh A9 WEA A} sheel7]

off AA| W3t AS 7hedeld £50] LT 7Rl HEsow

Hoju= H7F 2Ask 4= 9ltt Petmesidou (2017)°] @29 2008W
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2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018

28.1 | 27.6 | 27.7 | 31.0 | 34.6 | 35.7 | 36.0 | 35.7 | 35.6 | 34.8 | 31.8
A& Burostat

A A& AARAZ A A2 B ottt 20084 7.8%AH
ARJEL 20134¢0] =W 27.5%2 F5oMH E9oH o] x1& Yopx]
o FAIFgo] 25 2018¥0)% oJAF] 19.3%TE =2 HAAES
HojZ1 o} AR o 4lzboto], 200819 FUAAE (15-24
AN 21.9%H o, 2013W0] = 58.3%0] 0|24 =11, o]Fof=
& JfAEIGoH 2018¢0] o]2HAE 39.9%EHE w2 HAAHAE
VeI Q)= Aot 14) AL A AA=Z Qg vzt 72o] 118
AE QAT FEE-Eo tist £&3tE 87otHA X&FH R BT
2 S47F ==, 1, 23 FAlEE 249141 2011-159714]

3 159 o] FRAL AEsk 24o] Eapslo] Yoiek15
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o O
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14) AAE A7 22 AT EAAR, Aol tist ASES AlAHl0] AR ZHRolA]
QA AoIE AL I BAE ¢ Ao wES. AR o2 AR 72l 90%71
RO AR5 iAol ZFER] Arom S FHA|A] 3t FUFolA ASEHE
oo oAM= thARTE i ARMEY B opEl Fodk P4 FF0INUS
(Petmesidou 2017).
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2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018
7.8 | 9.6 | 12.7 | 17.9 | 245 | 27.5 | 26,5 | 24.9 | 23.6 | 21.5 | 193

A} Eurostat
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17) ololl HalA+ Triantafillou (2007)5 F95H #Zs193
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1, 35S 7HIsSHH o] AQlo] Al5-5tel Seniority pensiong
409 7Hdsk= 5ol Alaste A L2 4513

TIumE 20019 HE2 v 9] Qs 23S0 FHE AN F5FE
9] 7% 20084 YAot= FEHRE ZEAEY FY LA5HAES
70%= EO]EE skl 183, A= S5
(final salary) BFO.2 AGFoE APt on upx]et 1049 7124
S5 71l E HoE A4St SiQith. EAtol digt 2| A Al=7t
T on EF A7) e AFH THE A= F ]E?JE] itk 19
L, o] Al7]ofl= wHH3}E o] QlE(fragmented) 2352 S| SI7t

2o] 3% A% 45
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50| £A3E7] A&sHA Rttt AdolstA A7 o] Jld &
o] A st AR FLET] AlFSh g E01, 23vith
OEA A= AH e/ AEE TLSHES stk

ND7} thA] FA3E 20049 o]% <
£ ETHA] AF AHFo] o]FojF=t, ARSIt Ao AEEE &
7= 512l 7fFo] FREATHAJAY 9] 2014). $-AH 02 nhHstE A
29 sidst] fIeiAl 130709 282 13712 B&sto, A7t A
2 OE gt SFe0ES IXFH0E YIS St ol
2, 20099 6¥FE AREIHSE Folslled F8% =Y olf=
710185 E 9] 95t Aolqint. T30, T2/ sk YAl
27153 g fdE s #0]1 S5 =50 OE MRS 2
7¥etion, s FE WS Sistes shalnt. T1Eu, ok gt
3 YH+= 2009 PASOKe] st FHAE AL

[9Fstd, 20109 A 9171 ol AR 22jAoA A EAl=
T3 AR A RA FA5HA thRFAT A 7S mimgt 4
FO =T o|RojFrk 90| o] thdt 2A50] o] FoiA|7]= 5t
O o= AFAAY BT - 7]olet Fof Abel9] 43 - = siEst
o= IHEZRI FFoll o ol=gt AAR] Y XA FF 1

A2

d7He A=A A

N,

2) 2010¢ o]% T18|A A5 7iY

(1) A 23
2009978 Al2HE T8 A9 22 20109 HAlE6S T
A 2L TS A7 S0 A EEA, § ol IB A0 EAlE =



W2 Hd deloz sjad o= QU H0aL AExEe 84S vge =
groll I A FAA7 2 A6 2 =72 BAIE 18
23 A AT JNEo] 237 ddor AT e d F=o Y
< AAH | A= Wil =290 ole 2E|20 AuAE 2A7t
e glo] Azt eItk Fol alzd Eart e Aor Hln
UM L AFFRol, 2008F LA FAI= 19934 ol 159 ghofl A
w0 & mholuA(-0.2%) 44782 71534, 1 23 20093FE A

[e]
AF 20%, 25 EZAF (supplement pension) 6%) F-=3F A ¥
N2 F3ots A AR, FAIZIE A7t S0leHA A
A& AFsH7] ofg Aol ok 129 AL =7t A AR

A
50% oVd= AeFo =2 AT I dawole] 421U Aol

a9 o] Holch AntHom Tela AANIE 250 A5
72H F7h A EAE o9 FY AAX] 2L T ol gl
g, olol that AA=l HA cieto] AF AES Z248 Te|3 A4
o= ZolLifo] 22 IYIEI® ol2jd Te|A0] JFL DA AF
Aol the F7FEe] LurAl AL Hold ool 9 ule

7129 AFAY AHBHE 913 Foleh 7]

o gutg oz AF e
ol o] ARl & = e, 1A B9 A714 < Agadst

¢

18) B8, daAdwe s AJH7E &Y . ol
on, & SHAA= BEEHQ] FFHES ol9A EFHoE AET Aolvk F8
gt IHARGOIE. SRR Hdis) HlEgshe JEA A9 A&
olu] 80 o F3HEo] GDPL 50%E AA|ok= A&oldo™ (Petmesidou 2017),
A=A A= ol dE=EE Aold=

‘1)‘
rir
£Q,
oo
2
19
>
ol
fo
&
B
°
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HOE S22 02 2| &E Eolok ot IAIE 7ML QA E Aot
IMF Z}Eche] o] maw JE]A ZHAZLS 20069 GDPO
11.9%0l14 206049°] =W 24.8%7HA] A|&o] S7FE AR AFEA
EH(IMF 2010), o= 89 2E 37 $°lA 7FF =2 013
t} T B R Q02 0|5 FP5hs Al AU 27 BAfjoh=
T3 o] glE ok QUUS Aolth 18y, RS HIRe 3%
HE2 28 9t 22450 doiM e FRe 38A=0

LRt A A 9E 5te] g7] hi2oll A2 olof "ttt 449 sfd=

dAaAE 4‘%0115 ot ?9157} HHZo|z] Zstal L7 AFoA
EdZ3Q d"¥S Algttths A4 7128 Aolqith. 20099 FA|
18249 QIR 13.1%=A4] AA] 1 §I-&R1 12.9%2}F F-AFE
ol 7Y, ol 2 AFAEe] HIsiA AaAl=Tt v aE&A
o7 TP Qlth= AS W5kl s Aol AFAE BB
S AAASEAL ok A& YERH At Matsaganis 2011). EC (2010)
2 J8|A9] w9lHlEgo] EU WHET 3% point £, =9 £59] 5
291 vl 9A EU B+t (4.0)5 0 =2 4.5213 4] —15}9‘1@.

83, A7 AYEEA A7 EolEd Aa5eE, BAN
7t GAH Sabe 7oA, dai5o® YAl BEE 5t
= AISe] Ao E RAEQH. 7oA B2 AARE0] A

FaEAol ojEshs Aol WAskE AgelrtA ol2A] Hitk19)

19) 2011¢o] HA LQIHlZgL 7.3% 20124o= 6.5%71K] @olRt] ol ZAS
9] 50%%] w=Q1ElEg FoloARE Uerd AQ. thA] LA, BAZIZ AsiA WA
29l F9AE0] WolEA LRlEL (Y Wi} QlujEtt) Adzoz AEFo]
EoHRE &3 YEtA &



olEdt A4FES B W), FRHOR 1n AF A F23 HAo|
ulef ATzt obUle @A) ghagAjolA] gikolo Sehs 2E & 4 9]
= aaeky & 4 9k

Aok Ui, T B P o] B W
A7 wetstchs AL 19 Alwst anHoR &
2 oJulsigict,

of
i,
N
Hd
o)
il
rir
POLINC

(2) 20109 o] A 7 U820

FREAY] Aol FAT8L AR} 27dReIAL, o HsiA
SA AT Aol Ba2olzh=d Addo] 34 A= A=l w
o FAF8H A9 SAlol Z220)A= 20109 A= A
A HAIL o]olM A&EHo=m A JHeo] 20167 oAAAl HU
t}21)

20104 o|F A AF EL IA B 27 2 roix=d)|, A
Ae 71eaAEY dg2 ARfshs Zolglen, v dA (W) 7t
A=Y AdaS 24sk= Ao

Z|EAt A AR B2 A AdEe] 27000 2% Aol A
o2 20094 thH] 2060 AFAIEC] GDP thH] 2.5%P Ht} %okA
tHoke Ae 2o YAIReH, I FR ARl miE

.41

oy, x

)
Rl

LN

fr

20) o] BELS Symeonidis (2016), Nektarios & Tinios (2019), Ziomas &
Theodoroulakis (2016)& &2 5t
21) ol shte IFo g olidt 4= Q7] wEe] ol FAl tE

to

i)

27t 9
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Aol AaA e 2 ofE sidste 2ol E7Fs A= st A
o2 Heltt. ojof Tkt =
S Aot

A, 7129 194 FHATE 1HESHA avfetHD(R A tha
Ael7t 71 AR, 15:9] F8:3 Ae(main pension)¥} 2329] B
ZAF(supplement pension)°.Z FH=H, & o ASH[H AT 4
A 7]'11—1—1 9104‘3}. 159 3% BEE7}F 20%AHAF 13.33%, 24+
6.67%) QL 252 BHRT} 6%(ZZEAY, AFEAF ZF 3%)E 7] ofok= w4

°o|3lal, o|& E”H/ﬂ (A= AFHAT) 3592 7FASHH 90%7HA] 4
SHAES Asotks HAolqith23) o] X3t weEbd UAlE
(lump-sum)}& AFoH= F-e EEA] GA S5kt

719 EA daAE B S8 AT d9olA olFolF FAHe R
ARFA QI B AR=9] ¢ Fo{ A9 oF 20% =7t AFE}loH 27
AAE9] A 40%7HA] AE7 % SHqih. oet, A AgASAte]A
FolE 7M1 AFEES] A= Aol o] FojA|A] Yttt 19 2-12 5
83 AMS BojF=t, Agdo] d 1900+= odQl A= ’5}% °
T A9 o, T ATFA tFEEC] € 1300-1600 F& <=
SIFEIAS-S HoEHSymeonidis 2016). ESE 120002 ©] 0}«]
TS A Ao R QI IS A9 vix] = F o7 e}
w1 Eho = 201649 7HES 534 main pension® upper ceil-
ing= 277372014 200022 &°0|1, ¥ Id&Y 7|FO2 2% upper
ceilingZ 3680 F20l|A 3000422 golgi sl 2atdo g 7]
A QAo a7 2 1T TE A& Hojeth 1E

LLTCp Lﬂ

22) AQIFo] ST AR A9l ARE S RS,
23) 939 ©|F JIU BAF BB 2EASL 80%0] ASTAROIUE,



o
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M3Y OECD &E=52 g A=H: 28 3¢ 189

1, 2012400 ANFS 2-83%7H4 AZBHE £H7} o ROl o]
o] thA] AP FoA 35%S AT,

B Frequency of pension amaunt after reductions

B Frequency of pension amount before

70000 - reductions
60000 -
g 50000 -
40000 -
30000 -
20000 -
10000 -

Frequen

S U R ;L@Q
ZF&: Symeonidis, G. (2016).

183, 201095 201497H4] A Aol s2EHUL, A7H
of thgt AMASEE Eol50] 2012800+ LRHAR1 AFASAS] A=
SA|(tax allowance)?} 12,000 204 9,000FZ2 &0l5%2H,
2013/495E= dado] gt 2 Ala-3AI7E HA =0

ol#gt YA ARzt 24| 7hd] 20129 o] 9] U= 20159 i
Ao] AAWAR QA FASFE7| = SHUATE, B 2X7F FaskE

AL oYL, 74]—‘—511‘1: A A7 = AE0] MY AEEH R §

271 Wizl G o o1 A Aol s Als= X Ao o
sid 4=



190 OECD 8 =0 H= HF'9| FOXE AW 240 755t A2 [Rie] URRIS 2f5h Hlsd et

B AL AuEel AF AFeIAE AL Lol P 715FA
o et AFAtzolt Bo] el AF Aol ofF R B8
ﬂﬁﬂﬂ‘rh Azl & 45 9o
=8 A YA

o 3wy ‘}%Oﬂfﬂ S48 ojx17t Sk 1)

 ARgel QeI RE NAFLFA AR o|FolA P AL

2 A
71537 el Algto] :QuE ofst BAIeh W elo] girhe A
]

o)
it
4>
il
o)
2
4
<k
uf

ST 71 A HOHE 20104 92 B 13 g A
2 A SHe Ao, o2 SshAE Fo steo] Brbugct

JA 71 AFE(accrual rate) 2-3%E 0.8-1.5%% A FFEH
Sl 183 o= 20169 78 S3lAl 0.77-2%= A2 = =t
AAqH o 2= 10-30%9] =Faso] F7FHog shtsh= Zo|tt
(Petmesidou 2017).

1831 15 A5 HSAAR w=7] 984 201083} 20169 7HY
= SoMA ATt F2A ¥ o]RojFth HFHoR 1532 V%
(basic) #2328 (main) F-E2 = o|FoAA HU. 7|2 FE2 £
A& 7122 3t AF2 24, FA ATl gt 20 ol 719E oHA =
H H12491 384 RE (20169 719)E ATstE 710471 2019 HIX]A]
Eald 199 2%% A5l E Stk 8 BEL 7|EAY AEH|

=1

N
Ao 2YohE Hole F7H R YRS sigH. 25 22

(supplement pension)?] 3% 20124 7H&S S3dlA4 NDC W40z
AgE| o] £=2)445d2] ol FATH =F=E oFoltt. 1121, 20164 74

He B LUE AT o) HEE EATl AdET



H3% OECD alE=S9l /¥ =ik 2%

re

= 1901

(social solidarity allowance)E =5t € 36025 A&l of
At
71 Qo= Rt £A]E0] o]FojFrh 7MY 83 A

AE (pensionable earning) A%dl= A0 2 A, 7|£0= (Y
A HAGo = Etota) Rt wEbA 5d 52 1099 35 (B2
) 252 7IE0E FolE 6= F=t 20109 WS S
A Aol HA| A508 HASHES vt E3t, AaaiAARES
2012955 6541014 67M12 =4t} 1811, A FAlo] JlojA 71&
ol= AAIFA A vid AAsteE HE Aol, AEA §7l4o] o]Fof

AHA CPIE ZIolA] Bole s ofitt. 18|11 2010958 189 &

RAES Ut TEAE0] ekt AFE) AUSES St E
3 %7k QAEAOR AFSE AF7IF et BEFE o ol
AF5H) Lok skt

st Id
o]x] oA Aol ol APHZE FolF 159 7|2RESF
57t ZARA HJAAEE 5ttt F9 A A== & 2-6004 Ut
<4, 20009 28t 1214 FHAT 7HYAES 40099 7Hlok=
¥ TAEVIEOE 80% o9 ASHAES THATOIAN S 5

oy H

G IAEAES A9 ARt A
uehdeh 24, o] A& 42 EU 571
Bt Arof sigsts 2o® & o vk 13y, A S4E oY
H 1Z AF9 7|2 FES Y5t AslAdi$B(social solidarity
allowance)e Eok= A& AHAELIES Y3t HEE skt

¥ % 9et.
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(B 3-1-6) TI2|A %129| A7|E ASLiHIS

(& %)
2002 2012 2018
AS
iR |BRAS| pouc | UPAS|BRAS o | BRAS|HRAS|_, _|BRAS
= 1702 |BEES Towy | Ty |BEES Towy T | BEAS| T oy

EAS | 84.0 | 84.0 | 840 | 754 | 53.9 | 43.1 | 63.1 | 49.9 | 432

TAS | 999 | 999 | 999 | 925 | 705 | 61.2 | 57.6 | 51.1 | 51.3

A& OECD, Pension at a glance.

oleigt A0l AR AN e Fr|Host BE |0
2% AT UERgT T 2-7014 Ukt vie} 2o] AA] $17] ol 5

T F50Hd P29 AgAE22d AEA Y olPo = QA F

AZ GEA % ASieh29

(B 3-1-7) J12|A% OECD =79 ¢ZX|E H|S (GDP Chd|) 0]
(&9 %)

2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017

J2|A | 135 | 14.2 | 158 | 17.1 | 16.0 | 164 | 168 | 16.7 | 16.5

OECD

m3 7.7 7.7 7.7 8.0 8.1 8.1 8.0 7.8 7.7

A& OECD (2020)

24) 20094 o]59] 243t 7= GDP AAY] A9l 7ol It T 4= 9lZ (Petmesidou
2017).
25) E3] 7|5FA1 Ade] 2 JFE v|HE Aow FHE.
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re
Ol
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w

Atk Holth. AM J12]2AE EUCIA k)l /IF- HlSo] (B4 71eeR)
3AAZ 2 F7tolH AFole I8 AR ol £-51aL20 ]
S50 A71H o= dobd Ao g A ol FA 97] o]H9 ¢
vAE F4Y vl oj4ds] ey, E2-801M YEhE AA
# 200799] F7olM= 20608714 AFA1E0] GDP 24.1%% ix*-ﬂ
AR, A 7S o]F<l 201549 A=A = 11.5%= Hst== A

2 UEhdth o] &2 EU 57ks HdEHE § H2 £E2=24 XW]

Xj‘_(_)_i :LE]_}_\_ %’-‘ :L XHX‘] e) O]—Z-]Q 7—] oz - oﬂ XﬂEjI_ o’l—oEE o
Ak gaols - 298k

B 3-1-8) AMEE P=hE =8

(2$): %)
2007/10/13/1543}
2007/10/13/15 | 20204 | 2040 | 2060 20604 %0

J2|A (2007) 11.7 13.2 | 214 | 241 12.4

J2|A (2010) 13.6 13.7 14.9 14.6 1.0

J2|A (2013) 16.2 15.5 14.1 14.3 -1.9

J2|A (2015) 17.3 13.4 12.0 11.5 -5.8

EU (2010) 113 11.3 12.6 12.9 1.6

OECD (2015) 8.8 10.9 2.1
2} Symeonidis, (2016), OECD (2018)

JE2 A5 WA THeA= QF He HEo| 354 &3t of
o Rio|th A HRGY BARE olop] st 287 B4 ke
o] s sl ARBlE g 2329l gt Aol Jelak A¥A
26) OECD (2020)01] 2 205090 = 1A QIR IE, ARl o]o]A] 3

HAZ g2 AoE 9dE.
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Q1 A 24, 20080l 13370l Eot= AR EA 7= (social security
fund)o] AA=T, & 200849 NEZ S3HA 13712 S UAIRE A7)
HolEu JA= HEE P57 dutdolint. o]< 20084 74
oA ZdFoy EEA AE AR EAAWMS(social security
number)E A4t3lolo] FEF 53 Wl ALE BE31 = UES
sholeh. 7184, 201495 B = 22 A 372 S04 JFuES =
A = A CH 20169 FE= TFECE SR FA6Ih 25 HE
A(supplement pension)?] 9= o]u] 20129 HE 23S stz
Eeoto] 2Fsto] ot ol thE BAMNI T FHAHA o FHA
FHIE Eol=tl 7|5ttt

A AHE 7k RUGA o] ol Fol A, LA FHE
FATE StolA] A S S AN B 4+ g Aol Mt =9
o}, ol el R ASH o AF Aol w2l S5 2
A2 2 ATk g £ 4 itk 1990 AFAA Ee oI
2X 50| REAoR P/l Youh ARHoRt AFRYLHS
Sfat ol XA £YOom, (AR oldel) Fa F7t £
3 A& $70] OFCD B A SEE AFINE Lo Eg 5
220 FAERY AL BRH 0 AFA] o). ol AL 5
d 2508 A3 AYSHE § FRUL AN ZRATCNA AU
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ST AEES LT AT B 5 9tk 1 A7} 201085H 9] AF
Mo AFAE 0] ol dojre BE, 7|4FAS A
S} 7Rk Aol AW sato] glgit 20109 o] de] A 7
ol e AL AW wEETE, AAN7] Sol4 182
2 o] QT ERol7le] A 7S 485 e 4 flth Aok
B, ARAgo] HQLE 50| HIUE, BAS sl duks 4
A7) o] gis] WA Yol olE BPek, 1eA0] A9 4
A4 oAl wet Eo] AR EA, AL ST S0 ATt
7 222 Wol5d Stol Qs A% A Hlk

TeoR, JelA LFAERARAES] T24 Agke A ou)rt
o} 7 2] AFHPE olopIsher] Yol Ml Y} v]AntE
9L 75| AR SaroRA 7 93 oA o] 9 AEE Tygte)
# 9ol 9| Zo] Aplolet. TRlY], el A0) A9k 720 15 B
AT 27 Lheo] Shbs AMIA (F1%) V12 Tz A 7]
52 SushEs o T shit ASudZor Agstons Axt
Hoz 1% 2AAT oA ALEZ0] 2= 8L AT kolFs
Ao R ST B 4 ol 22, 1% 242 25 RAITF ®
= ulggo] FAATolek HolA o2 wuelgor AL
B71e S glovt 12jA0] AL BlAutEag AR} Acket
97 Aol 1 WA A2 Aela Sk Atk AL HojErk:
oA 328 Bt i} ol T3] AERAE WO S ulAvkE
29 B} A7RRE 5 AHLE SolA o @A o5 $4 5
92 Aokl st ool et (ulant2 Y BAS7} hed) £
ol wkS et & 4 9l

oo, 20109 oF 1A 9T RS vAHo HH
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@3 5 Axo) AAPE FAsiM 252755 S4T% Aoz

£ 7 Stk 20104 o9 T AF AEe fgHeze HA

E AEZ S013A Sk UFoIHL & 4 oY, dARE 7S

et S84 ABAEE FAAAFE 40l A ol v d=A

% 2 & ohdzt BAI7] A =710 A 2 A9dE F

AL T ol olF FAIT  fle YFEHE| Aol st o]
2

71% AEAE2 1001 d A
T

d

o
H
SN
9,
[
rr
PO U
lo
!
i
£
X
9,
rir
Ho
N

2A50] 29 2EAE 7158 F78He A G4 TASAZ] B
A4 o gol PR A0z H4E 5 ek

AAEZ0] A9 37 shHstelo] Y wARZAEE FokIA 1
530 B WA £ kSl 360 F2E ATIES S
e REAES EYUHE AL FE Wart ek AuEel o
Fole] gt B7hIg o] AMlo|Aut dEFe] £EL SUNE

27) o] 204 AAe] g = oY, A 971 olF BEANE QA= FET Tt
i BAl Aol g5ste 7heteli: AYggirt shEstEo] glof AAZ A=
SIIAE 90% old2 FHE7E AlFols Adgo] tidelM A=A AAN7 = 1Y
& AFET AAF FAA EAEE S, oo tefgt EA7jFo] o]fojA
HRZ. 2017990 HExE BHAQ EXAX - Social Solidarity Income - 7} =Y
=lom, 2018¥ol= 7HEF9 MEE B4 7189 WSt (meagre) 59 2714
Feo] FoE Uz EEHIS. TS 20199 REE FAF] MES FoiA 609t A
A5 7ML JEE B AoZ odlidd (Ziomas et al., 2018).
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B 202 mohE ) National Actuarial Authority(2018)04=

JEA FAAF 7HIARES] B 7Hd717te] 20179 30.6E9014] 2060

O & sojd Aolghks AL 7Hdsta o, AA| 1A k5

Aol A71H 02 o 22T & Ue oS nEgAE o=
=2

2. O|=z2|O}
7t OIEZIoF &= i HE

ojgelore] e M2 ARl A 24 A5 7S <l NDC i
o] A=A dFHAA gem, Folxl 212012, 2018) Sl 7HEA
ol 7= ofzl v Qlet. o] 22 A= W82l Agdl seciA 1
g AuEe Ak AT, 2018EFH o]ofxl 2] o|gz|ot AgA]
T0] HIpHA] AT HEEE Fih 1990dH] 7S o]% Al&Ho] 2 ofg
Zlote] AuAE Hoke & AuAY MAe A A==, 20184
o]F-2] /N2 1 wije] 4AZ 7HAAL . o2t 7 Eo] of| 2]
oF Ui82 7HIEAE Al g E3te] wiEhe alefste] duE dart
ALt
ohet, 22]20] A e HEOIAML IR 2 Al Wi A 9] 4
MEthe ojw gt Weda} Bpgo g 1990 o] ojgejol AFA| =7}
HSIsiRt=AE Ak Ao 23S F=5 Sl 2 aAY 2T
o] A /7AA vl HisiA AAIs] TRl RARE °olE IS
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WA TRES Fth 123 ololA 19909 ol ojgelo} a7
39] 3142 T2, 0|0l @A) oo} AFAEY| 8L 7B
oz HREE Ht

1) olejore] A/ FA A 4=

(1) ol=fore] 214 3=328)

olgEjol A /N olopr] SHHAM HIEY 4 gle FAA AR,
1948dHE o]ojA2 First Republico] 19920] AMEA} SAE
M2 A7 S H= Holtt. 22 i o]F 1992d7H4] o
LA = Oij A8k9] 7= HIFHDO)o] FH=EA AR A
ESHHAM e T FR7} ofyt Fgle] AR FHIE HIWs]
o] wAHEe EHAHR FAA Aee 7KL A 19|,
1992¢0] =@ 1 AA7t BIslA HAL, 1 o|Fo AHs] A2
=0l 7€ ABEe WASH =AU, MEL FAEHo| S45H
%] icH(Ferrera & Jessoula 2007).

=2lE 20089 A7 o5z F3A T olFEore] HAIA AR
o] 54 sty (AL, 28]l 5) BAS7IE AME vE 7=
oMLt mR7IA| 2 ZEDE Fo] Fa% HtA g r A= A
= —71‘—Eﬂ I‘JPJ} ATt 2008 737(1]-?47] 016 BAA ool B

T e

i

-

E‘;IO

J &

o
gt

rE

ot

d

f

28) AFH(2013, 2018y SHH o= FAs3d

o



H3E OECD =52 fad daM: 23 g 199

X
e}
Lo
oX,

2 AL o] AANA 2B B 04 Folet St
nEZ o] 3302 SHAA 714 FFEY FFo] SoiS
Hoichs Holet,

olol4] A WolAl 2018¥ HANAL 24 Fo] 19| B3 3
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SEIch YA, A Fsolut &8 Al 717kl tigt 713717 18 A=
£ =45kl

ojgtz]ole] NDC ME2 A8 4 A&7hs4d, vl A3, At 3

e

o

32) J34, olF9 S B 1 o7k AR dEHE



H3%E OECD 3A=59 R¥d dzH: 2% &% 207

g, ddisl, 3t 5 TRt 7] SHolA 2 57
t}33) T8y, 71 o717 Fol @A Q1A

SolA A7Hith= HollA Aldizt ¥4 SHolA= vl
(Ferrera & Jessoula 2007).

T & 2250] A% olojflth 199749 A= MEL THATS
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A= 7N olgh= HollA o]He A= 7H°"J)r 25| FEE

of2|gt Wk Mgho] ZAAQ1 Bd ZRAE+ ofyHete AFsfof &

AFA0o] 2013¥3} 201599 L (Supreme Court)e] A0,
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A= 7igo] 7H} & A= MEE F9Y shuoltt. oo & AolA= AF
3 SAH9 34 AF 7NFo] o]Foix 200797 NESTZF =Y+ 2008
A= M= AHE Aotk 181 o|FAA A Aol GLAA L] F

A AFH(new State Pension)2.2 B 2014¢9] 9 /¥ 407

A 2 Aot

—_

C}. 20074, 2008H ¢z 71

1) 78] w7

19804 T8 19908 Ti7H) 93 eFRERAAE] 8 B4
ByhrAlo] TR IS = AslT & HrA]
20K 2 I}, B3, 198649] /8L WALEH|AAHSERPY F
o5z ASIGOR, AHAT FEE St thret AMHEE AF
Sh9ick. oo} o] AR AT M40 Futehs e 5
THAFY AH A&7F5Ao] dg BAL ol

4
2 o]t A2 F=9] AR EAIE Aot Rds)

At Blake(2003)0l 2J5hH, 1988WH-E 1993E714] 7]
£ 5 9508t o] /HQIfF & o] Hstylon, o] 59 k= et
TS| &85 Bkt 53], MAAF AP 71DAFTOZRE A
AZ floto] F HHE SIH WAL FH, 7H3AL A

= AT I A= 2 w2l &71A H Aok Barstal 9]
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o} &, o2t 7| AgolA ZiIAT L= o Aol A AHe] A
| &2 7HdAFY F5xd #e] EAl(personal
pensions mis-selling scandal)7} @514 = ckBlake, 2003 ; F
I 2011 ; 7241 2013 5 2020). o127 EAI7F Y= AR=lof| A o]5w7t
EHA, RAAT BARs F 135 TRE9] ANZ HAFOE ARES
Act. :i-aoﬂl:n— E5H, ofHs] =1l B% R R 5 A E
Oﬂ J& oh B2 EAIEE0] WAl of2jt AdgellA 1997 EdlolE
O & Sh= Alead FR7F AA A %313} A HEpol| A a5
—Q—E-—QFZ o vtof] FHWA7} o] Fo{ HTHF2 A, 2013 ; 2020).
Jotal = AEHE A= 71E o= QIsto] 1995W
B9 el Wl 32% 7] F55H3ith. oleF Zo] k)l I A7}
AstE]o] ARIEAZ FEA}, 19979 Edo)7F 402 Q= Alkes
HQQ] A AR ZEE =QIRIE A siES Al

{

oTT = =]
}. o]gt WEof| A, 94, 1999 SERPSE 7NE5t9itt. &, SERPSE
Aa5F & 9 fFE 571 A2AFH(S2P) & tiAlsteint T18a &
S ol ARIES o R AP AFS Boto] A5 RAS A3t
5t7] 913t 54 07 AEEHAFE MEA EUst3i ool tﬂé}oﬂ A
v FEAEY HEEAE g8kl fist  HALSEHAAAE

(Minimum Income Gurantee)s =45ttt 184U MIG= A4 A
5ol A= o FHASEA F"o] Foj5A AA= 0] SlojA] o]of Tt
EA7E AZ1= A ofof ol2et ZAIE HA3lelr] fIg B0 2 Avd
#S (Pension Credit)& =Yttt o|FA F=2 199749 £ 017}
O|Tl= A5 R0l QJste] FHo] WA EHAFE, =T AS5HAA|
T 70E ko] 254 HsE ARME QAL ol=fRt ¥eke] 7| 2= 2007
| A7 7H¥(Pensions Act 2007)7 2008 A= 7H&(Pensions Act
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N
©

2008)2.2 43 HstA = Qi

2) 7h¢ 1413

o2t /gl A ol Foid 20074
w3t A, szPoﬂ WA, 23 A Edd AYel #%t
2 A Yol & 4 ATHREA, 2013 1 2020). A, 712571
WS W82, e XSS 22, A ofd Fo99] A

=]
/g0l 28 H5o1A o]FolFHH. 01% ] 1A 1”11%EE5

ol4d 3994 A BE 3090 F 20109 4YRH GESITh P9
AFAlEE= HE 7]097]700] Hlgste] Ao g FolE AFsh= 7%
Agoltt. oo =P ATZ At 7|73k BEohH 2= Ae F
ool F7FeHA "ok @ 7129 7T E SA E(HRP)E = RIEY
A A (National Insurance Credits)22 &tff 7F3lsttt. o]t 7}

Hog lstel EARIA 22E 54 GelekE 304 o4 A F&

J

2o 19l HOF 5 ERLES Stk YHEAATS $3T 5

EQlth ol= oA Ae oud Aol ZA 71T AR A=A
F2A 9, 2011).62 ® F9 AFAE 20114 4‘2TE1 E7Hprice)°l
AE(earnings) 22 /N5t @ 7|2Z7MAF9 o5 24 498
7Nkt RAsHA, /1S 712=7AE9 *’FT}% Sto] Helw
U717 71odsfjof sh= 270] AU Iy H A A4 (qualifying
years)2] ¥4 7|7t 7]o{sljofsts 7| 2=7deo] aEdo] HA|H
At olZRt Mo &2 M Yol st =Rt ot BAEES S

R _l[ﬂ 2

>~1

A
E 7]
=
=
=

62) ¥=9 AR Aol =t AAE W82 F2A, olA201DE FE &+ A+
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A 42 AGEE AYHUTC R 7 2=7HAFE 3 = A =

S2pof et 7Y W82 th2a A} O S2Pf A RE =45k
S2PME 7| Z=7 e 2ol A F5 k)l B 5 SRl
gt 2R =AU ol o8E9] S2P & S7HE °oF7Iste,
0/ A= ado] A3k Ao = AEHI St @ 3 AT A5 et
o] dgko g S2P9] A&t (contract-out)E wAISH= W&ot =,
20124 445H S2PojlA AEIEEAE, IddE Ee DCE HAA=
0 29| A& A|(contract-out)”t FAEJHFEA 9], 2011 ; 7%
A 2013 ; 2020).

A& AFo] AR %'BJZ‘- Joteltt. ol 7|x2=71dex
S2P B0 AEE = fEete s AF9] X&7FsA AALE flsto] 5
Ag= FFRAsk= e 5}93\‘:}. o|F ¥ © AHAI5] AHEH o3
2t © o449 A= g /MAAPE 202097H4] 65A41= 3 5L
SH 2745kt @ o|F 7125779 adEE 20249 445H
20461 48712 6541014 68AIE AdFR g stct. A, of g &
/A AEE 6SAIE BT U 2% &, A7 sa7iAl A
F= " 55t AFRAsts Aolthfad 9, 2011 5 #3241
2013 2020).

SHAT F49 20079 MEH 2, 2008499 A= 7HE(The
Pensions Act 2008)-> AH ol T3t 7R 0]qltt. 2008 A= 7HE
o] B ARAF9] &dstelH, o= 2006 H7HE T HA WAl
TNl AF - AEE st 22 Z(Personal Accounts : a new way
to save) oA IgFH 8= v O & o] Foi . o]2{3 2008 A=
MY W& a3t 2ok @ A A 7HskE BEE, 201295
g 235 daAzel AseE JHiEe= AJAFAZ(National

ﬂl[o r_?,
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Employment Savings Trust)S =453t ©|2{gt NEST+ 20129
FE A7 71ddgl 7= JA 53 22419014 Agga A-7HA
9] s ZEAA H8E= Aot} &, NEST+= S2P 52 0|27 F &
BAE] A B2 BE FEAES AEHOE THYATE AEo]
tF. J12y NESTOA &A= 71 & 2E 9] Ago] 7ks5tth. NEST
o] Holm= AREAY, IEAF 183l BRI St FEoIth &, B
ARBAFE F 4 3%E 719StE S 875, 3-8AE 4%E 7]0f5taL,
B= AAEE] Fej2 oF 1%E EXota Utk @ 20124 4€5H
S2PEHE HEQAE HA|5194tt. &, S2PoA DCO 71ddF, 2H]
EHAH, 193 AT 2] HEHHAE HA[stH. 12 DB 3
g9 71d A7 29| A-gHjA= 7Fs5ttt.

ot 20143 Sz e
1) 7ie B3

P2 200497} 20059 AEAEIY A 8-5t] 2007
20084 & 214|9] Aa7NEE =Fot3rt. o] BAl Aa¥Fel 9ot
Agd AFAEY EAEL 38 9t B2 29 A, Axe] 55
3, A9 EBS(ES], APEY F2 dF +5), AL7FsHA
FEA4 2 2&7154)0|ATHDWP, 2013). o]23t ZAES 431517
te], 20073} 2008 A A ookt e S
L G2 o 7HA] AFA|Eo| A s Aslof & HAIE 7HA L
A = FJR7T At = AFA L] EAHS B34 234,

2
AEANE "R 7 Sk wolo SRV 2 Al 18Al £
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ol AFH LI oNA A7 IE AFAZS EAEE F 20079} 2008
o] A= Mok Bkl oF2] siAEA] et S nIg ZHAlS0Id
ot BT AL =9 AaAlETt 7N AL Sl wi- e3E &5
7\1]_3._ 200799] 7hgol e Etolal sjA=|A] 23t Hi-goltth. d=9] A=
A= Fdgo] v wjuitt M= A 5 sfel™, o|2gl o|f-=
xﬂEﬂ o9 ERFSHA A= o] ok 13 o]t Al o] B2 A
QI50] FF drte] daS g 4= IEA d&E ofgA sk At &,
B3] EAIE of7|sh= Alojtt, thgo g =o] R AEHAA =

© ARIRARE AAORE g0l st FolEe] Wol e, o|= ]It
of Aol B3 2 TS AetEAL Qi o] G4 9=l =

FLERAAE F AIRALE Botel $F 4 U Folt AT

S (Pension Credit : Guarantee Credit + Savings Credit), T8+,

%Al Fo1(Council Tax Benefit) 5 ©] AJct. 3], 1A AF =57
g T F 40%e daAdd T ASTHHE o+ S A==
RS T dEZER SEA a7 2 HSE AASL AL

(DWP, 2013). =R 7|2A532] ol2dt BAle Al=E o=
s & & ohde, 28 § A7 sEAEC] 7R duke

f

2 % QA AE oA S AU Bhsto R obx YAH
FAL 250 BAG ol 4nh A Aolo] 94F BHEL 4 4

FeF EAI2H, o= 20504 o]Fofof siad Ao AYEHUL
AFQAES S2Po] 71U = Q1171 wiZe ©
17F AI71= AFHDWP, 2013).

ot oA 214171 & 913t =71+ (A state pension for the
21st century)’©]gh= B AZF Wi7tE]Qlon, o= R I2ridFe
NS AT F 7 AHAE AAsHH. A HiAgls 27l Jijte s

N

rol
28,

T
10
H—‘

f
s
[
H
o3
Fd

)



27} F1AT] Folaz Aolglon], £ WAL TEAE wetow
St S2pS sht BUSHs Yelolglth 4
o 5 FAE Ao ol
A% 4= gleka Tesheds] ol cDWP, 2013).

2) 7 &

ol gt i o]Fol% 20149 AF NE 82 vt Lk A
A, FHAFAEE FESHAE 7129 A=l 15 =712 A=(BSP)
¥} 23 271015 AR(S2P)E S5l Al=7FAH(new State Pension:
nSP) 2.2 YAUstotgirt. ol2fgt FHAFA L] B ML AltFAt
oA AL =E SFHCHDWP, 2013). B4, T5F Hj9AF AFA =

& Atk ol AYLYT AN olRolAT. F HYFHE
F o SYRUR Wi WA AFE WASH: oAl o) 43
g A ARE ASH0R FARORA HYFIEY LFLERY

< FAISH = =ATHDWP, 2013). A, T4 A=
2359t =5A%9 A 2L AHPPSE HHoE o]Fozl
gollon, 2028A7HA] 66—67H= 33 28T Aot} o= &
AAFY 598 4T d4S dF M=, o
S AT FAF2 20343 20364 Ateof] 674, 2044A}
2046 Atolell 68AI7HA] 4&7F 24T Algolet. 18t} 20149 A=
H /R0 2 202619~20284 Ato] 67AI7HA] ARG Ao AlE
o] IFAFE EZE 2015WFE 5Wutt F71H 02 T} A
sto] dAded AR AT 28S HESHA SHITHDWP, 2013). WA,
HAAF FFS At 7HA7IRE AR E HAVHI71ZE Aokt Ha

rE
1o
e °
altl
X
gk
)
1o
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N

7172 10922 tha 44 A7gotylor, dds 5
717k 308914 351 0.2 73tstict. o] JA] UGS
] ATHDWP, 2013). thAA, A% T8 R(Savings Credit)S o
A5tet. 20169 497E Aageg A ol ALSA A B A9
H(Guarantee Credit)¥t A g5, 7]&0f A|F5AH A5 A2 H
Aotet. oA, FHATS LYo ZA 7|Eo) FAHAE &
A4 (Contracting-ou) =S HA|5t5ct iR Zo g 7|gAZS &
sttt 2012958 AlFE I = As7FA(auto-enrolment)o]l 7]
%23 FRQIAFA = (PA: Personal Accounts)s AHA O 7 Sfjs}H-S
# ot} 7|gdaS st itk &, 20149 A= 7E o2 BSPS}
S2P7F dYstE|9l o, olof uet 2% FHAF S2PoA DB 71
gl $Pgsto] 51 8EIUH HEHAAEE A HA =t E3H 25
AR AFNA A5 5E Aol ZEEA BE AFFES 2RSS
222 AFHWorkplace Pension - NEST E3Ho]| 7FJA|AHF 5= 9
F71 9hgstlct. ol 20079 AEH 7 olF A& AF

2 ZA AT A AFo] FEto] AE 7ot | 259 dgol A

Ao A= U2 2u—dtHDWP, 2013).
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3. FHLiCt

7L LT HERIee] MHAY

m 19514 : = HAH(0Id Age Security Act) AIZCE 1952
OAS(Old Age Security) A3

m 19664 : AEH[H AT Ayt AFAE(Canada Pension Plan:
CPP) ¥ #HAZA =(Quebec Pension Plan: QPP) A3

m 19679 : OAS HZE 95t AEH ZHAA| T (Guaranteed Income
Supplement: GIS) =%

m 19754 : 8 AFA| E(Spouse's Allowance: SA) =¥, 20004
o]Z s=FHAllowance) ¥ FZFAFFA R AHH

@ 19894 : OASOl| 1A5F FolurdA Z(clawback) =
m 1996\ : OASY] A& W 9jol A AR NA5T A9
m 1998 : CPP A1 Mg} o AP S et A=l e

[m] 2000 : OAS} CPP #-§°] F-49] B51/4J<] stEU A 2

==

m 20099 : 27|AF2] @A} A7|AFe] FHES 2016E7H4] HA
Ho2 2gelo] FABBAS ATNES
Act," Dec. 12, 2009)

ndt

("Economic Recovery

W 20169 | FAEY kFLES JBH5] A% CPPY] FolHHHS
et 7he o
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Lt oixh FHLCIe] SEXE XA

(28 3-2-4] FHUCHS il e ASEIAA

N1 Registered Retirement Savings Plan, RRSP)

35
7149 HRegistered Pension Plan, RPP)
(RPPY] ¥¥= RRSPZ Z3t 71s)
25 ittt AFEH(Canada Pension Plan, CPP)

7]12AH0Id Age Security, OAS)
B3EAHGuaranteed Income Supplement, GIS)

TEAHITY D) gz} | w|Agel

ZX4: Frederick Vettese, 2016

7iuete] CPP= 79 = 7H=Cl vlste] Blad =2 A171Ql 1966¥ =
A=t B2 1951W5EH OASE =ste] 293ty 9loth, &5
H g A A E= thd =4 Y= o]F CPP= 11 93 S49] &
Fsto] 2 7| Qlo] A&H T o, 2016\ AFs| & Fro] e
o] o]FojFt}, o]o] & o= CPPY 20164 NS FA o7 Al

2 Zlojtt.

Ct. 20169 A= M

1) 7 w463



M3E OECD sja=s2 fad gaN: 23 g 257

19660l =Y CPP= Ryt 9l HlteS W=t wi¢- & 33
< Sl H(Vettese, 2016). &2 o]+ CPP @59 ¢ avelr] Rk
Auct ST ASEEZA =S AYA| 23te] AipEolX|qt, CPPY
A2 ¢ FQst¥ct 1 A 1976¥ k91 HliE(Low Income
Cut-off, LICO)Z 30%7}4] d}&+st9i o, ol 20114 5.2%71A] Wo}
%‘J:P. T3 o3t 5.2%00 &t k152 LI AEEY] ArEo

Qlste] RIFES W7ol gA &2 ARSIl o159 4

*Ehﬂiﬂi o2t 2ok $A4, Fiuttol A Q] A7 o] B o|RIAE

2 OAS &2 GISE ¥ 4 ¢l AP%%OIEP T3 9F 150,000 <]
AEEZ GISY 45 tidolu

YR= ol &Y E e ZRES é%ﬂﬂ ULt ofef AR At
the] LeRIRITE&-2 H o)A RolA]7] ol 50l 2o R quOPEI L 91
At (Vettese, 2016). EZF o] A AU FHAFTS
(CPP + OAS + GIS)9] g0 FAA AHHEY, s F 5:%%‘%0]
Sk 20%%1 182900 &oh= o5 FA TS Boto] 25 ol &5
9] 100% Hot B2 0] Foi& Wtor, 2589 AFRE2 oF 100%
Ar o] FoE Wlth(Vettese, 2016). 2, 20169] CPP 7l o]
T CPPE Z&3 AUt FHAFS 1 762 43822 sl 9l
Art.

T84 o]Z2 CPP7F A3 Qlo] sttt AS oJu|okA] gttt o]
A A71E AR CPPY EAMES thadt Zoh A, o] BA
9.9%%1 CPP HHE&2 o] H|oto 4Jds] =2 50l ©
A Fol4Eo] At AR F 6% L2 dAEA E4, A

¢

63) Mytte] 20169 7HE ¥i7d2 (The Canada Pension Plan : Part 1 - Past and
Presenty, Frederick Vettese, 2016& Falsto] 2453t
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259 Ade FEAES CPPo9] 7HdE &8t 5o a0l #4840l
t}. o]= GISQ] &(claw-back) Alxo] 7|Adc} AA], 1ASAE 9
Al CPP7} 57 5HA o] FojXIttal JZehA] ttt. o]= 15°] 455t
+= CPP H9+= E5F A7} Bl= §HH, 71043t BdREes A55A17T o]
Foi2|2] &7] wZo] Ak Vettese, 2016).

CPPof| thet 99} B2 &A%k Evlo] QIgloY, o]& A|Qet g2 &
o] AFtE2 CPPE A3kt A&H o g 45190t &, vt 2
E]Z} @3](the Canadian Association of Retired Persons) ¥ 7t}
Z(the Canadian Labour Congress)2 CPPE Xt} gjjsiA}al &
Aol 5K Vettese, 2016). TR AUt AF A 159 34
A FHE e A4S 7R AdH &, AHut ARE 34
AT HHE HALSEAE 53 HlEAsto A 2Eo]H A5 Hot
A A a9 J9E AFchke Al=E Hu EolHsiiith
S5 3HATY s
FAFY 7Hdgo] v =
Al Yeb= B, 34 Ag0l digh AZ =7t =7] dZe]]leh E9], A
Uthe] A%, dollA AuEgRol], 3AAF gt ALSF(AS 1+
9 & 229 =T ARG AFs] & o|Fo|X| 1L vk 1=y Ay
tho] A9 ASH|E A AT o3t F4HS E 1 oYY S ASHTY
2 OECD%}F G20 =7Fs % orldoll YAk At Vettese, 2016).
o|z|gt o] §-= iyttt FH= CPPE A3}slr] gk 2= st3leH, o]
£ 20169 A= g2 o]ojHt.
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(O3 3-2-5] iU} 7|Sg 71RIE

48%
46% =

44% \/\, r" \

42% \

40% \

38% \/\

36%

34%

32%

30% | L L [ | T [ [ | [ [
1977 1981 1985 1989 1993 1997 2001 2005 2009 2012

A= Ut A ; Vettese, 2016

2) e W&

20169 CPPY /i W& & 7H 593t A2 Folas EE 589

A&EL). ol FASEC] 259 SAES Fsloly] st H4g
Act. o]of -4 CPPY AEHAES 25%0lA 33%= 8% FF2 5
o} o] 409 71 Al i 5= Qe LR A 715 ASHAECIH &
Al, CPP Hd 5 ¥ A5EAR 735 9% 71€45% YMPE(Year's
Maximum Pensionable Earnings)E& AAFZAoIIct HIRES
20199%H 0.3% A Aoz 2023W7HA] 11.9%2 A% 24
Agolet. 181 AgETR FHE 9%t 7145 YMPE(Year's
Maximum Pensionable Earnings)> 100%°l4 114%7HA] A2
o Agolt}. whaka 2023W 02 AFH ASHAET BEEE9] T
ol mFEld ¥ dgEdR i eSS 20245 202597H
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14%($58,700 — $82,700) 13T 7golt}. 2020d dA dAFEAR
g 3 712452 A $3,500 ©]4 $58,700°]

ol /Y W& Aot thx9 e} A 94, 19A= 2023
A7HA] CPPY AEHAES 33%E BHITE&2 11.9%% AFRA3I).
I8y 29AR AeEdE RHE 9%t 71E4a5Ql YMPE(Year's
Maximum Pensionable Earnings)E 100%°lA1 114%7HA] A3Fx7
g Zlolt}. 12y 20244 o]F AFEERE F3= YMPE 100% &57t
A 11.9%% F3kstH, 571 YMPE 100~114%7419] 250]= 8%2]
HYEqt Rt Aol

(33 3-2-6] 2016 CPP7HS L8 ¥ A

Incoma repacanentrate Gonlribution rale
S 1. Inteass enlacernrate b ore i Slep 1 Inciease conlributon rle by 7%
p (28419-2023] 1oy (2019-2023)
iy -
= Sl 5 Stepd
 Eiend i Gitenl (2P Inocuce
arings : coninbutan
rngey " | rale of 8% on
{enced
SRS (00400 e :;WW
(2242025
. 10k o NBE 1148 of YWPE
Eamings §) fogclatobe Eamingss]. tatote
$82700n 20259 $82.700n 2028)

Z}& : Finance Canada 2016 ; Multi-Pillar Pension Systems: Lessons from Canada and
Internationally, 2017, OSFI & BSIF



H 3-2-3) YMPE A& =8 7

H3% OECD alE=S9 f¥E =Mz

o

o
T'_'g

(291 8, %)

e YMPE &2 0 ZoH(A) & 0% YMPE(B) ALHH| BHIE(%)
2018 58,000 58,000 100
2019 59,700 59,700 100
2022 61,500 61,500 100
2021 63,500 63,500 100
2022 65,600 65,600 100
2023 67,800 67,800 100
2024 70,100 74,900 107
2025 72,500 82,700 114
ZF& : Department of Finance Canada
H 3-2-4) YMPES 7|EC=2 &= 2das o 28 A=
(&1 %)
e _ YMPE ffEH _ YMPE;-(H
= Sz g o AHE Sz g o AHE
2018 0.0 0.0
2019 0.3 0.0
2022 0.6 0.0
2021 1.0 0.0
2022 1.5 0.0
2023 2.0 0.0
2024 2.0 8.0
2025 2.0 8.0

ZF& : Department of Finance Canada
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HI3H e, A L-290], Hiof32| AzmNE 2
31864

1. Q0I%: LEL Wjl0| HINE e K|t 204 SO ka2
o 27150 BN HZ e That B

v

M
o rlo o

oY WSS AGET £4hgo] Bl WA Zoj4EL o
o= oygo] wel, 47ke AT 1S EA] 4

Zolt Al thel BgH o AEtuA A ATht o we

")
_O|L
El
30,
T
o,

HAE FIdhor e it duAl=E 295 A3l 2= A%
o] Heg I7MIZIA "rt. 2EAE FIslor & L&A 7t Foldl
SN E AFAEE A& 7hssH 571 A AEAE2 dA Dot
=°o17] ofEe B s Eoltk: %FJX}OW o A2 A9 A=
AFsAY, Be 22 A o &2 Alee FEA71AU, ofid
o] 77 B sES AEsH é"?}ﬁ}‘ﬂ 235k el 7T
A ol geoltt. 2 Aollde da auAE Fsior € vl
Al 875 SZAIEAE A5AI=S A% 74T e w1 4

A4 BES 245 S8 a2y 459 dula, WE, mago)
7 Addlo] Aest 2 TWEo] QAPET} Xo]He Aals) B A} st

64) A3Ae] W82 Finnish Centre for Pensions®] Mika Vidlund’l 243t 9v& &
HIAQ FHXoF Falo] wLE 4. HA59-S-S it}
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2. Introduction

A comparison of the Nordic countries is particularly interest-
ing within the frame of the so-called Nordic welfare model. By
analysing old age pension reforms in four Nordic countries —
Denmark, Finland, Norway and Sweden - this paper indicates
that pension systems differ significantly even across these
countries. However, countries can still be characterized as a
comprehensive welfare states within the field of pensions. All
residents are covered by residence-based basic pension. In
Denmark public or statutory pensions provide universal cover-
age to the entire population, thus following traditional Nordic
model, whereas in the other Nordic countries minimum pen-
sion is currently more targeted. On the other hand, in Denmark
statutory pensions do not provide maintenance of the middle-
and high-income groups’ previous incomes like other Nordic
countries’ statutory pensions do.

One of the key questions, especially when referring to the
new-type workers amid the 4th industrial revolution, is what
kind of pension provision countries’ pension systems provide
and do all individuals have access to these retirement solutions
in the future. According to European Commission (2013) stat-
utory schemes in the EU member states, by and large, respond

well to the challenge of providing pensions for atypical
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(part-time, temporary, self-employed workers) and mobile
workers. In contrast, the situation in the second pillar schemes,
i.e. occupational or supplementary pension schemes, cannot
yet be regarded as satisfactory: atypical workers continue to be
less well covered and workers who change jobs tend to end
their careers with reduced occupational pension rights com-
pared to workers who remain with the same employer.
Historically, traditional employment-based retirement funds
have been set up for permanent employees. Often the special
rules of the fund, specific to a participating employer, pre-
scribe that only “eligible” employees may be members. This
typically excludes short-term contractors and self-employed
people who are required to make their own provisions for
retirement.

Nordic countries are also in the forefront of facing a sig-
nificant population ageing that is attributed to both falling
mortality and fertility rates and projected life-expectancy
increases. This increases pressure for financing pension sys-
tems and means that younger generations will have to support
a larger group of retirees thus increasing financial burden for
working age people who contribute to pensions. With fewer
workers per retiree, sustainability options are not ideal: pay
lower pensions to retirees, tax the workforce at a higher rate,
or some combination of both. This paper seeks to provide sim-

ilarities and differences on the roadmap that Nordic countries
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have chosen to meet the needs of future generations of pen-
sioners and deliver on the goals of sustainability and adequacy.

The focus of this paper is on very recent pension reforms
that have been established over the last two decades.
Consequently, the pensions landscape has changed in these
countries in a similar manner like in many other OECD
countries. The most radical reforms being established in
Sweden where pension system has been changed from defined
benefit (DB) system to defined contribution (DC).

One of the key parameters in any pension system is setting
the age at which a pension can be drawn. For ensuring sustain-
ability and adequacy all four countries have adapted their pen-
sion systems to this global challenge by increasing retirement
age and either linking it or benefits, or both, to life expectancy.
In addition, the statutory pension systems in Finland, Norway
and Sweden are flexible in terms of the retirement age, and the
system gives individuals more choice in their retirement
decisions. Individuals have a right to choose when they will re-
tire on an old-age pension after they have reached the lowest
retirement age.

Moreover, in order to encourage people to work longer and
postpone retirement, the above mentioned three countries
have established decoupled systems, in which people can draw
partial or full old-age pensions regardless of whether they stop

working or not. The principles and main features of the flexible
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pension design are pretty much the same, although the con-
ditions differ from each other in some aspect.

The main goal of the structural reforms is to improve the
long run fiscal sustainability of the pension system, particularly
through stronger labour supply incentives. Even though all
Nordic countries have large pension funds the statutory pen-
sion schemes are based on an intergenerational solidarity con-
tract and the pension systems are to be financed mainly on
pay-as-you-go -basis (PAYGO).

In the following, these reforms are evaluated in more detail.
But first, the next chapter provides an overview to the magni-
tude of the ongoing demographic change which has been
pushing countries for reforms. Chapter 3 illustrates the design
of the Nordic pension systems. Chapter 4 concentrates on ma-

jor reforms and chapter 5 gives some concluding remarks.

3. Declining fertility and increasing old-age dependency
ratio

The Nordic countries have previously had high fertility rates.
This has been partly explained by the fact that the countries
have favourable policies for parental leave and childcare. Now
these policies don’t seem to be having as much effect as one
would expect

Since 2010, total fertility has been decreasing across the
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Nordic countries (Comolli et al. 2019). Finland has seen the
largest drop in the average total fertility rates (TFR). The coun-
try's average fertility rate has been in decline since 1990 and
declined from 1.9 in 2010 to an all-time low 1.35 births per
woman (Official Statistics of Finland 2019).

Norway is just behind at 1.56 children, compared with 1.96
in 2010. Finland's and Norway's fertility rates are now lower
than the EU average, which is at 1,59. However, due to Sweden
and Denmark, with relatively high fertility rates, the Nordic re-
gion is slightly above the EU average. Sweden'’s fertility rate is

1.76 children born per woman and Denmark’s is 1.72.

(Figure 3-3-1] Total fertility rate 2000-2019.
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Source: OECD 2020a.

At the same time, life expectancy has increased throughout
the region. Growth in life expectancy is also projected to be

strong in all countries. Though, the increase in life expectancy
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has slowed down like in many EU and some other high-income
OECD countries particularly since the 2000s. Women generally
live longer than males. But, the decline in mortality rate for
women has slowed down more sharply than for men. As a re-
sult, the gender gap in life expectancy has narrowed. In Finland
the difference in advantage for women is somewhat over 5
years whereas in other Nordic countries it is less than 4 years.
The gender gap in Finland is expected to narrow to the same

level than in other Nordic countries.

[Figure 3-3-2] Life expectancy at birth by gender 1980-2100.
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Population ageing has been one of the main global demo-
graphic trends during recent decades. In the Nordic countries

the old-age dependency ratio, defined as the size of age groups
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65 and older as a share of the working age population between
15-64 years is projected to double in comparison to early years
of 2000. The old-age dependency ratio is projected to be
among the highest within the EU-countries in Finland (62%).

(Figure 3-3-3] Old age dependency ratio (population 65 and over to
population 15 to 64 years)
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4. Design of pension systems

In recent decades Denmark, Sweden and Norway have estab-
lished changing landscape of public-private mix in their pen-
sion schemes. Total pension provision in the Finnish pension
system is clearly different in this respect.

In the statutory pension systems, the rules are identical for all

types of people in gainful employment irrespective of industry
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or sector or whether they are wage-earners or self-employed.
Differences in the latter arise, however, because of the collec-
tively agreed supplementary pensions that occur on a relatively
large scale especially in Denmark, but also in Sweden. As a
rule, self-employed people are not covered by the collective
schemes. In Denmark earnings-related pensions is based on
various agreements between the social partners, leading to a
certain heterogeneity also between employees. In addition, in
the Finnish pension system even though the rules are the same
to all, self-employed people negotiate with their pension pro-
vider over a proper level of income base. Many self-employed
people end up paying only the minimum level of pension
contributions.

Main characteristics or rules of the employment related pen-
sion and minimum old age pension are shown in the following
tables 3-3-1 and 3-3-2.

The main principle of the pension system in the Nordic
countries is that a pension is based on the individual's earned
income throughout their life, the ‘lifetime earnings principle’.
The minimum pension is a departure from this principle.
Finland, Sweden and Norway have restructured their minimum
pension so that it is conditional to the amount of earn-
ings-related pension. For example, in Norway majority of the
leading politicians and independent experts within a Pension

Commission preparing for the 2011 reform emphasized that a
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modernized national insurance scheme should be more earn-
ings-based, and that a guarantee pension then provides tar-
geted and effective basic insurance similarly as in Sweden
(Andresen 2000).

In Finland this structural change was implemented already in
1996. Before that, the basic part of the national pension was
paid to all pensioners in the same amount. However, the bene-
fit was not very large, somewhat more than 100 euros in today's
value. The supplementary part of the national pension was al-
ready then pension-tested i.e. earnings-related pension re-
duced the supplement. The significance of the basic part as a
provider of minimum pension was small when it was abolished,
as its real value had not increased for 30 years. The removal of
the base amount had more of principled importance. In this re-
spect, the change was a shift from the principle of universality
to an income-oriented and redistributive principle. (Airio &
Kangas 2017.)

At that time, it was discussed whether these changes in na-
tional pension were made because of the membership of the
European Union. However, two main reasons are more likely.
First, the Finnish earnings-related pension system developed so
that people receive increasingly full earnings-related pensions.
Second, the economic recession, known in Finland as the
‘Finnish Great Depression’, that hit the Finnish economy in the

1990s may have caused the change. (Arajdrvi 2008). According
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to Hinrichs and Kangas, (2003) the Finnish pension regime
shifted from citizenship-based model towards an employ-
ment-based pension model. It can be said that the reform
changed the Finnish pension system towards the European
pension model. (Suutela-Vuorinen 2010.)

In general, a minimum pension guarantee emphasizes a
strong and transparent link between contributions and benefits,
while it allows for a radical violation of this principle for in-
dividuals in the lower part of the earnings distribution.
However, the substitution of a universal basic pension with a
minimum pension guarantee is not as innocent as it might
seem. Particularly in its most extreme version with a 100 per-
cent taper, the minimum guarantee can be seen to violate the
intuitions about fairness, since individuals with significant life-
time contributions may end up with the same benefit as in-
dividuals who have made no contributions what-so-ever. The
gradual withdrawal secures that redistribution will affect a sig-
nificant part of the lower earnings-distribution, while it is ac-
cepted that the contribution-benefit link is weakened for a
considerable section of the population. (West Pedersen 2015a)

In Finland and Sweden, it was decided to combine 100 per-
cent withdrawal with a gradual withdrawal for earnings-related
benefits in excess of a certain threshold. In Norway the guar-
antee pension is not fully reduced against the earnings-related

pension, but by 80 per cent of the earnings-related pension.
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This solution ensures that all except a small minority in the
very lower part of the earnings-distribution will have at least
some effect of contributions paid into the earnings-related
pension schemes.

This change in comparison to earlier model has an important
positive effect for low-income earners. It gives a higher re-
placement rate than the old system for persons with low in-
comes and few years of pension earning, because everybody
who has had pension earning will get something in return on
top of the minimum pension. Thus, it helps to avoid the
so-called “minimum pension trap’, meaning that also those
who have had a rather limited pension earning will receive a
higher pension than those who have had no earning. (Andresen

2006.)

(Table 3-3-1) Main characteristics of the employment pension schemes (2021)

Denmark Finland Norway Sweden
Retirement 67 Flexible Flexible Flexible
age 63y 9m - 68 62-75 62-
Early Early Partial (25 or Partial or Partial or full
retirement retirement 50%) early old full (20, 40, | (25, 50, 75 or
through age pension 50, 60, 80 100%) early
unemploymen | from age 61 or 100%) old age
t insurance early old pension from
scheme from age pension | age 62
age 62 from age 62
Specific
AFP-occupa
tional
pension
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Denmark Finland Norway Sweden
from age 62
Employment | - 70 (agreed) 72 69 (agreed)
termination
age
Arduous job | 2022: Years-of-service | No specific | No specific
Years-of-servi | pension from 63 | provision provision
ce pension 1 after 38 years of
to 3 years arduous work.
before
normal
retirement age
after 42-44
years of
arduous work
Pensionable | Not earnings All career All career All career
earnings related - earnings earnings earnings
based on
working hours
Life-expectan | Retirement Retirement age Pension Retirement
cy adjustment | age and pension with annuity | age and
with annuity divisor pension with
divisor at the annuity
age of divisor
retirement
Upper - No ceiling for 1.3 x 1.2 x average
earnings limit employees. average wage
(ceiling) For wage
self-employed
€ 180 750 per
year (4.2 x
average  wage)
Pension DC: 1% of DB: 1.5%, with DC: 18.1% DC: 18.5%
accrual average wage life expectancy
adjustment
Unpaid No credited Periods of Periods of Periods of
periods periods. earnings-related | earnings-rel | earnings-relat
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Denmark Finland Norway Sweden
Contributions | allowances; ated ed allowances;
are paid at studies and allowances; | childcare;
the double child home care | childcare or | studies;
rate for care for a | compulsory
periods of disabled, military or
earnings-relat sick or civil service
ed allowances. elderly
The State or person;
private compulsory
employers and military or
insurance civil
funds pays service
two-thirds of
the ATP
contribution.
Indexing Adjusted when | Wage 20% and Wage Wage growth
income-based | sufficient Price 80% growth - - 1.6%
pension funds: (Price 0.75% (constant) and
payments index) (constant) sustainability
index
Indexing Adjusted when | Wage 80% and Wage Wage growth
pension sufficient Price 20% growth and
entittements | funds sustainability
index
Occupational | Semi-mandato | Voluntary, Mandatory Semi-mandato
pensions ry. Coverage: Coverage: 10% ry.
85% of of employees Coverage: 90%
employees of employees
DC DB/DC DB/DC DC/DB

Source: National authorities



(Table 3-3-2) Main characteristics of the
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minimum old-age pension

Denmark Finland Norway Sweden
Retirement 66 65 67 66
age
Early - - - _
retirement (Transitional
rules: 63, if
born before
1958 or 64, if
born
1958-1961.
Linked to
earnings-relate
d pensionable
age.)
Residence 40 years 40 years 40 years 40 years
requirement | (until 2025.
for full Thereafter
natio_nal raising
pension requirement
from 4/5 to
9/10 years of
residence
between the
age of 15
to the
retirement
age
Life-expectan | Retirement Retirement age | - Retirement
cy adjustment | age age
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Denmark Finland Norway Sweden
Pension Base amount: | National 1600 €/m, | 830 €/m
amount 840 €/m pension: 665 (33% of (24% of AW)
Supplementar | €/m AW)
y amount:
960 €/m Total with a
guarantee: 840
Total: 1800 €/m
€/m (35% of | (24% of AW)
average
wage, AW)
Indexing Wage index Price index Wage Price index
pension index, but
payments adjusted
for the
effect of
the life
expectancy
factor
(approx..
0.5%)

Source: National authorities

A. Finland

The structure of the Finnish pension system is quite unique
and differs from the reference group. Finland can be seen as a
one-pillar pension system. Due to the comprehensive coverage
of the statutory scheme, demand for voluntary supplementary
pension provision is small. One reason for this is that there is
no ceiling in the earnings-related pension system for
employees. The statutory pension system consists of three de-
fined-benefit (DB) parts: earnings-related pensions based on
the working career; a resi-

incomes achieved during

dence-based national pension and a guarantee pension, which
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aims at poverty alleviation and guaranteeing the minimum
safety net. The guarantee pension is tested against other pen-
sion income with a 100 percent withdrawal whereas national
pension is tested against earnings-related pension with a 50

percent withdrawal. (see Figure 3-3-4.)

[Figure 3-3-4] Structure of the Finnish old-age pension system

Pension

83

Wage

B Earnings-related pension National pension Guarantee pension

The Finnish pension system has been restructured on piece-
meal reforms that have gradually changed the whole system.
The significance of the national pension for the pensioner’s in-
come has diminished over the years as the earnings-related
pension scheme has matured. After the 1996 reform national

pensions are no longer paid to all pension recipients if the
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earnings-related pension exceeds a certain limit (Hietaniemi &
Ritola 2007).

The most recent structural change to the minimum pension
was made in 2011 when the guarantee pension was introduced.
The guarantee pension reform was the greatest single reform
concerning the financial situation of Finnish low-income
pensioners. The purpose of the guarantee pension is to guar-
antee basic security for a pensioner when other pensions do
not secure a sufficient subsistence level. The fiscal advantage of
the reform was its affordability: the national pension was not
raised because the guarantee pension was targeted only at pen-
sioners with the lowest income. It can be argued that the re-
form introduced a flat-rate principle to the Finnish pension
system. For those pensioners eligible for the full national pen-
sion, the guarantee pension reform increased the pension in-
come for a single household by up to 17 per cent and by up to
32 per cent for a pensioner living in couple, bringing both
household types to the same pension level (Airio & Nurminen
2016.)

The current rules of the earnings-related pension are the re-
sult of a major pension reforms in 2005 and a further reform
implemented in 2017 which are the largest pension reforms
since the initial years of the scheme (1962).

It has been described that the 2005 reform relied on in-

dividual choice and financial incentives - the “carrots’ — while
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the 2017 reform relied more heavily on “sticks” and increased
the age of eligibility for old-age pension (Borsch-Supan 2005;
Nivalainen et al. 2020). The 2017 pension reform continued in
the path of the 2005 pension reform. The largest principled
change was linking the retirement age to changes in life
expectancy. Previously, longevity was taken into consideration
only by the life-expectancy coefficient, which decreases the
pension level. This mechanism was established in 2005 reform
and applied for the first time in 2010. (see e.g. Finnish Centre
for Pensions 2020a).

B. Denmark

Danish statutory old-age pension consists of the generous
residence based national pension and employment related pen-
sion (ATP, the Labour Market Supplementary Pension).
National pension has a flat-rate amount provided to all pension
recipients and an income-tested supplementary part. The sup-
plement is tested against earned, capital and pension income
with a 30.9 percentage taper. In addition, since 2003 a supple-
mentary lump-sum benefit (2 400 euros/year) can be granted
for pensioners (seldrecheck) with little to no income besides the
full old-age pension.

The ATP is a fully funded defined-contribution scheme (DC)

financed by a moderate fixed amount contribution equalling to
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around 1% in relation to average wage. ATP is not based on
previous work earnings but on hours worked. If employee has
paid contributions for the whole working career since the age
of 18 up to retirement age the full ATP equals to 32 per cent of
the national pension’s flat-rate amount (Figure 3-3-5). In 2019,
the annual average ATP was 22 per cent of the flat-rate
amount. (ATP 2019.)

The emphasis of the universal statutory pension is on poverty
protection whereas income maintenance is to be fulfilled by
the occupational pension schemes. Occupational pensions
were largely established around 1990. The contribution to
these schemes varies but is typically 12-18% of the salary (e.g.
IOPS 2020). Occupational pensions provide good income re-
placement and cover 85 percent of employees, but not the
self-employed and non-organised workers. These can purchase

pension by saving through individual private savings.

(Figure 3-3-5]. Structure of the Danish old—-age pension system.
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The Danish story of reforms is more about stability and status
quo. At least on the surface. However, occupational pensions
are gaining significant weight whereas the weight of the resi-
dence based minimum pension is diminishing as more and
more employees have accrued earnings-related pension which
will taper the supplementary part of national pension.

One of the key reforms through which the Danish govern-
ment has sought to reduce early retirement and enhance em-
ployment among the elderly as well as answering to a trend of
population ageing dates to Welfare Agreement 2006 and
Agreement on Later Retirement 2011 (see e.g. OECD 2015).
Increasing retirement age and linking it to life-expectancy is
also based on these agreements.

Since 2014 the focus in pension policy has been on the chal-
lenges caused by the maturation of a multi-pillar pension sys-
tem and from the interaction between the public and private
pension pillars. Two challenges are widely acknowledged. The
first one is the coverage challenge, which refers to around a
quarter of the working-age population not covered by occupa-
tional pension and tend to have much smaller supplementary
retirement savings, if any. The second challenge concerns sav-
ings disincentive which means that low-to-middle income
workers, covered by occupational pensions, reap little to no
benefit from the savings they accumulate during their last dec-

ade on the labour market because the extra private pension



292 OECD ‘3Hiz0il 2= 32l FOXE APIE 240 755 M22 R3] YRS fiot SEved Wot

entitlements accruing result in a reduction of the pension in-
come-tested part of the national old-age pension. This second
problem may have adverse effects on work and retirement
decisions. Government has in 2018 changed the maximum lim-
its for contributions that can be paid into private pension sav-
ings without leading to a reduction in the national pension but
according to labour market organisations and the association
of insurance companies and pension funds the measures estab-

lished so far are inadequate. (European Commission 2018.)

C. Norway

In Norway the national pension insurance scheme experi-
enced the most comprehensive reform since it was introduced
in 1967. Current and significantly restructured pension system
was established in 2011.

Statutory pension consists of a guaranteed pension and earn-
ings-related pension based on lifetime earnings like in Sweden
and Finland. The guaranteed pension provides a minimum
pension for people with little or no pension earnings. The
guaranteed pension is tested against NDC pension rights with a
taper of 80 percent.

The Norwegian reform was strongly inspired by the
path-breaking Swedish pension reform and the earn-

ings-related pension is based on the Notional Defined
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Contribution (NDC) approach. The pension rights accrue at a
fixed rate of 18.1 percent of annual earnings up to a ceiling at
approximately 1.3 times the average wage. The new rules for
accrual of statutory pension entitlements will gradually be
phased in for cohorts born after 1954 and fully for cohorts born
after 1963.

In addition, most employers are required to set up an occu-
pational pension scheme for their employees. An important
part of the reform process was to legislate private pensions
compulsory in 2006 to compensate the reductions in future
benefit levels. Employers who set up DC plans must make con-
tributions of at least 2% of employee earnings up to a ceiling.
(Figure 3-3-6.) (Christensen et al. 2012; ) Coverage of occupa-
tional pensions was unequal before the Act relating to man-
datory occupational pensions entered into force. Before this,
occupational pension schemes covered approximately 40% of
the employees in the private sector whereas in the public sec-

tor practically all employees were covered.
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(Figure 3-3-6] Structure of the Norwegian old—age pension system
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One of the main objectives of the Norwegian pension reform
is to provide individuals with incentives to work longer and
postpone retirement. In connection with the changes to the
old-age pension also the early retirement pension scheme
(AFP-scheme) was radically changed into an actuarially fair sys-
tem for all private sector workers in 2011.

In contrast to other Nordic countries retirement age is not
increased nor linked to life-expectancy. However, the key fea-
tures of the reform — closer connection between pensions and
earnings, actuarially fairer calculation of pension benefits, in-
creased flexibility and incentives to combine work and pension
without any earnings test — are supposed to deliver the ob-
jective of promoting employment, especially among the older
population, in order to reduce the burden of an ageing pop-

ulation on public finances.
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D. Sweden

Whereas many countries have taken several steps, the
Swedish reform in the late 1990s changed the structure of the
pension system in a one step and has also been labelled as
‘paradigm shift’ or ‘big bang’ where everything was changed
(e.g. Scherman 2003; Kangas et al. 2010). One of the most radi-
cal changes in the current pension system was the switch from
a relatively generous defined benefit formula (DB) to a defined
contribution scheme (DC).

Current statutory pension system consists of three parts; a
pay-as-you-go defined-contribution system i.e. "a notional DC’
(NDC, income pension), a fully funded defined-contribution
system (DC, premium pension) and a guarantee pension, which
provides a minimum pension for people with no, or a very low,
statutory income pension. The guaranteed pension is tested
against NDC pension rights using a combination of 100 percent
withdrawal with a taper of 48 percent for earnings-related pen-
sion in excess of a certain threshold.

The total earnings-related old-age pension contribution is
18.5 percent of pensionable income: 16 percentage points
(p.p.) for the income pension and 2.5 p.p. placed in individual
accounts for the premium pension (see figure 3-3-7).

In addition, most employees in the public and the private

sector, around 90 percent of employees are covered by
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semi-mandatory occupational pension schemes based on col-
lective agreements between the unions and the employers’
confederations. Especially, for high-income earners occupa-
tional pension becomes very important due to a ceiling within
the statutory pension system which is somewhat higher than
the average wage. Contributions are typically 4.5 percent of
wages below the statutory pension ceiling, and 30 percent of
wages above the ceiling which equals 1.2 times the average
wage. (Figure 3-3-7). Additional coverage can also be bought

through voluntary individual pension savings.

[Figure 3-3-7] Structure of the Swedish old-age pension system
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The major Swedish pension reform implemented in 1999 had
multiple comparable objectives to Finland and Norway, but the

most important driving force behind the introduction of the
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new NDC scheme was financial. First, pension system should be
financially stable over time, even when faced with adverse
demographic and economic developments. System should also
provide increased work incentives and a clear link between
contributions and benefits as well as fairness across
generations. And the system should give individuals the possi-
bility of controlling some of their pension funds. (Konberg et al.
2006; Barr 2013). It is noticeable that the Swedish pension sys-
tem has transferred all financial and demographic risks onto
the individual and is meant to function automatically for an in-
definite future (Scherman 2003).

In 2019 Swedish Parliament accepted a significant pension
reform which has increased the earliest retirement age from
2020 onwards and will later link it to life-expectancy.
Otherwise, the Swedish pension system has survived its first
two decades without any major changes. However, there have
been adjustments and smoothening of the automatic balancing
mechanisms in the indexation of the PAYG earnings-related
pension. Other adjustments have primarily concerned the fully
funded premium pension, including strengthened regulation
and improved consumer protection. (European Commission
2018a). Consequently, number of premium pension funds has
significantly decreased.

Currently improvements in minimum pensions as well as se-

curing the level of earnings-related pensions are high on the
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political agenda in Sweden.

5. Reform trends and process

The Nordic countries have many similarities in pension re-
forms that have been established during the last two decades.
Even though reforms differ from each other in certain aspects,
e.g. technically, several combining elements can be found in
measures for ensuring the financial sustainability of the pen-
sion schemes, longer working lives and sufficient pensions.

Pension reforms have tightened the link between pension en-
titlements and contributory records. Sweden, Finland and
Norway have moved from generous final salary principle to a
career model in calculating pension, with changes in accrual
rates and indexation rules. In Sweden and Norway, the system
has turned from DB to DC-model for accumulating pension
entitlements. Following the principle of lifelong earnings, pen-
sion entitlements have also been redefined and extended for
non-working periods. Pension rights can be accrued to a vary-
ing degree based on e.g. childcare periods, studies and social
benefits, for example during sickness and unemployment
periods.

All four countries have increased incentives to continue
working longer at an older age and aim to postpone the aver-

age effective retirement age. Finland is the only one that has
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set a target and an indicator for measuring the development of
the average effective retirement age. In 2009 the government
and central labour market organisations set as a goal that the
expected effective retirement age should rise to 62.4 years by
2025. In 2019, it was 61.5 years. At the beginning of the 2000s
it was around 59 years. The rising expected effective retirement
age shows that the reforms have clearly led to retirement at a
later age. (Finnish Centre for Pensions 2020c.)

All countries have adjusted pensions for changes in life
expectancy. Minimum retirement age has been increased and
indexed to life-expectancy, except for Norway. Sweden,
Finland and Norway have established flexible retirement based
on actuarial principles. Reforms have also increased possibil-
ities for better combining pensions or partial pensions and
work income. Simultaneously, access to early retirement
schemes has been restricted either reducing the levels of bene-
fits provided by special schemes or closing these schemes.

Even though recent reforms have aimed at prolonging work-
ing lives through reducing the scope of special provisions the
policy shift towards longer working lives may prove particularly
challenging for workers in arduous and/or hazardous work.
Finland and Denmark have in their very recent reforms in-
troduced specific provisions for arduous or hazardous work. In
Sweden the Government has set the Social Insurance

Inspectorate to examine different kind of options for early re-
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tirement for persons with a long and arduous career (GOS,
2020). In the Nordic countries workers who could plausibly be
considered as being in this kind of occupation have not earlier
benefited from any specific policy treatment or pension
scheme. Whereas, many Southern and Eastern European coun-
tries have implemented an early exit strategy with the aim of
facilitating the exit of these workers from the labour market.

(see e.g. Natali et al. 2016.)

1) Reform process

What comes to reform process it is noteworthy that in
Sweden and Norway it looks almost identical. In both countries
were appointed Pension Commissions, composed of leading
politicians and independent experts. Their mandate was to ad-
vice their respective Governments and Parliaments on the de-
sign of the future pension system. Major stakeholders in both
countries, the labour market partners and the social security
administrations, were not invited to participate in the
Commissions’ work. (Andresen 2006.)

In Sweden, the Pension Commission was appointed in 1991,
and delivered its report in 1994. The reform was adopted by
Parliament the same year after a short but intense political
process. The implementation of the reform became the re-

sponsibility for a group of representatives from the political
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parties. The five major parties that supported the pension re-
form in the 1990s form the Pension Group. The current pen-
sion system introduced in the late 1990s was supported by 85
percent of parliament. In this way, the implementation process
was swift and efficient, but it has also been criticised for being
closed to public debate and to various interest groups and
stakeholders. (Andresen 2006.) However, in connection with
the latest reforms Government and labour market organisations
have agreed on regular and enhanced collaboration (Social
Ministry 2017).

In Norway, on the other hand, the process was slower and
more incremental. The Pension Commission was established in
2001 and delivered its report in 2004. The Pension Commission
proposals were submitted to a broad hearing, including both
various stakeholders and the administration in the process.
Parliament adopted a set of principles for the new pension sys-
tem in 2005. The detailed features were decided few years later
through further political process. In addition to a more in-
cremental political process, the administrative implementation
of the Norwegian reform is kept more separate from the politi-
cal process than the case was in Sweden. (Andresen 2006.)

Also, in Denmark similar process can be observed concerning
stakeholder engagement in preparing the 2006 welfare agree-
ment which along with the 2011 agreement on later retirement,

were key reforms through which the Danish government has
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sought to reduce early retirement and enhance employment
among the elderly. Cross-party political support for pension
and welfare reforms was strong. The Danish government ap-
pointed an independent commission in 2004 to include the voi-
ces of different stakeholders in the reform process. On the oth-
er hand, traditional social partners - trade unions and employ-
ers' organisations - were excluded, as part of a more general
shift away from Denmark's tradition of social corporatism,
which was based on a social partnership between the interests
of the state, employers and workers. CPI 2018)

In Finland the contents of earnings-related pensions are de-
termined in the pension acts, but the principles are mainly
agreed on in negotiations between the labour market
organisations. The State also participates in the negotiations,
which means that the earnings-related pension scheme follows
a so-called tripartite administrative model. In 2017 reform the
State involvement in the process can be said to be more visible
in comparison to earlier negotiations. It set strict precondition
for the forthcoming pension reform. The aim of the reform set
by State was to reduce the sustainability gap of public finances
by one percentage point by extending working lives. The re-
form process was exceptional also as because the initiative on
prolonging working life took fire based on the Council of
State’s proposal in 2009 to gradually raise the retirement age to

65 years. The central labour market organisations did not ac-
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cept the proposal and public opinion opposed it strongly as
well. However, all major stakeholders were included in the
process as several tripartite groups were established to find
measures with which the expected effective retirement age
could be raised with three years by 2025 and to achieve the re-
quirement set for spending. The labour market organisations
reached an agreement (see social partners 2014) on a proposal

of changes to pensions in 2014 and Government bill was passed

in Parliament in 2015. (Finnish Centre for Pensions 2020a.)

A. Enhancing incentives to continue working at an older age

High labour-market participation and longer working lives
can mitigate the problem of an ageing society with a shrinking
working-age population. High or even so-called full employ-
ment is one of the cornerstones of what is known as the Nordic

model and, historically, the Nordic countries have enjoyed

comparably high employment rates, especially for women and
older workers. Employment rates in the Nordic countries are
among the highest in the OECD-area.

Traditionally, the employment rate for older workers has
been highest in Sweden and lowest either in Finland or
Denmark. What combines Finland and Denmark is that both
countries have provided early retirement routes to a greater

extent than Sweden and Norway. However, in recent reforms
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both countries have tightened the eligibility rules for early re-
tirement and even abolished them.

In recent two decades the employment rate of
55-64-year-olds has increased in all the Nordic countries.
Although the increase in Finland has been faster than in other
Nordic countries in the 2000s, these - particularly Denmark -
still have pulled ahead. At least part of the gaps between the
Nordic countries can be explained by part-time work (55-64
years as percentage of the total employment), which is clearly
more common in Denmark (21%), Sweden (23%) and Norway
(24%) than in Finland (16%) (Burostat 2020). It is noticeable,
that Finland is unique in a way that it is the only country where
the employment rate for women is higher than men’s (Figures 9
and 10).

In the age group 5559, the employment rate is close to or
even higher than in the whole working age population. In older
age groups employment rates drop significantly even though

the employment rate has risen steadily. (see Annex)
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[Figure 3-3-8] The employment rate of 55-64-year-olds in the Nordic
countries in 2000-2019
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[Figure 3-3-9] Employment rate of 55-64-year-olds women in 2000-2019
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(Figure 3-3-10] Employment rate of 55—-64-year-olds men in 2000-2019
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1) Raising the statutory age of retirement

Raising the statutory retirement age is one of the key meas-
ures to strengthen financial sustainability without decreasing
pensions despite improvements in longevity. Apart from
Norway, the other Nordic countries have increased the retire-
ment age. Taking a long-run perspective, retirement ages in
the Nordic countries have followed a downward trend from the
middle of the 20th century and have been drifting upward only
very recently and not yet even bypassed their original levels

even though life-expectancy has increased substantially.
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[Figure 3-3-11] Historical and projected changes in retirement ages in the
Nordic countries since 1949.
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In Norway, for example, retirement age was as high as age 70
during the initial decades of the pension system before it was
reduced to 67 and further to the current level. In Norway, to
foster longer working lives and as an adaptation to the 2011
pension reform, mandatory retirement age has been extended
from age 70 to age 72 in 2015 (West Pedersen 2015). In Norway
discussions for the need to increase the earliest retirement age
have been ongoing for several years (see e.g. West Pedersen
2019; Forskning 2019; Dagbladet 2019; Aftenposten 2015). For
guaranteed pension the retirement age is 67.

Denmark has unique development first in increasing pension
age from 65 to 67, then cutting it back to 65 in 2004 and in-

creasing it again to 67 between 2019 and 2022, after which it is
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linked to life expectancy by 2027. Current projections indicate
that the statutory retirement age will reach 72 by 2050. This is
the highest planned retirement age across OECD-countries. In
Denmark, discussions to revise the link between the retirement
age and life expectancy are ongoing to avoid that all life ex-
pectancy gains translate into increases in the retirement age
(OECD 2019).

The Danish Parliament takes decisions on adjustment of the
pension age at 5-year intervals. The changes are pre-an-
nounced with a lead of 15 years. The first change will be im-
plemented in year 2030 for retirement age (year 2027 for early
retirement age). In 2015 it was agreed that the official retire-
ment age will be increased to 68 years in 2030. The official and
the early retirement age are indexed to the development in life
expectancy at the age of 60. The change in one year can never
be below 6 months and above 12 months. The indexation is set
to keep the expected number of years in retirement constant.
The aim is to target the expected pension period to 14.5 years
(17.5 including early retirement) in the long run. Currently,
these are about 18.5/23.5 years, respectively.

Denmark has removed mandatory ages of retirement. The
mandatory retirement age of 70 for civil servants was abolished
in 2008. In 2016 it became illegal in the private sector for col-
lective or individual agreements to require employees to retire
by 70. (OECD 2018.)
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In the Swedish residence based guaranteed pension scheme
retirement age is 65. This will increase to age 66 in 2023 and
then to age 67 in 2026 with a link to life-expectancy. In the
earnings-related pension system, no fixed retirement age
exists. Mandatory retirement age was raised from 67 years to 68
years in 2020, and in 2023 it will be 69 years. Retirement is
usually compulsory at this age unless an employer agrees to ex-
tend the individual's employment contract. Otherwise, the re-
tirement age is flexible starting from the age of 62, which is the
earliest retirement age. Retirement age has been 61 years since
the establishment of the DC-system, but it was raised to current
level in 2020 and further to 63 years in 2023. In 2026, the re-
tirement age will be 64 years and linked to life expectancy in
line with a target retirement age.

The target retirement age will be linked to the average life
expectancy at age 65 and serve as a benchmark for deciding
when to retire in order to receive an adequate level of pension.
The lowest retirement ages will automatically increase by
two-thirds of the amount by which the average life expectancy
has increased, with a six-year delay. This means the target age
calculated for 2020 is used to set retirement ages in 2026.
While the target age will be reviewed annually, the lowest re-
tirement age can only be increased once every three years to
limit the frequency of future changes. The retirement age in

the guaranteed pension scheme equals the target retirement
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age.

In Finland the retirement age will first rise by 3 months per
age cohort for those born in 1955 and later from 63 years until
it is 65 years (Figure 3-3-12). The retirement age of the earn-
ings-related pension system is linked to life expectancy as of
those born in 1965. The adjustments shall be made at a max-
imum of two months per year. The first adjustment shall be
made in 2030. Each cohort will have its own target retirement
age. By working until the target retirement age, the reducing
effect of the life expectancy coefficient on the pension can be
offset. Mandatory retirement age will increase stepwise from 68
to 70 years. Within the national pension scheme, the old-age
retirement age is 65 years. In the future, the retirement age of
the national old-age pension will correspond to that of the

earnings-related old-age pension.

[Figure 3-3-12] Current retirement ages by year of birth in the Nordic countries
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B. Better combining pensions and work income

1) Flexible and partial retirement

The focus in the Nordic countries like in most of the other
OECD countries is on raising retirement ages, both the formal
and effective retirement ages when exit from the labour force
takes place in practice. Increases in retirement age has been a
response to higher life expectancy which increases the financ-
ing requirements for the pension systems.

While a rising retirement age almost certainly results in later
retirement, it does so in a rather inflexible way. It imposes a
uniform, and often binding, minimum retirement age on peo-
ple with different preferences, health status and job
opportunities. (Hernas et al. 2015.) It also typically generates a
spill to disability and unemployment insurance programs.

Sweden, Norway and Finland have established flexible retire-
ment age, introducing a window within which one can retire.
Sweden established its current model of flexible retirement age
two decades ago, followed by Finland in 2005 and Norway in
2011. Additionally, the rules for retirement have been relaxed
by introducing a new partial pension, giving people more free-
dom to combine work and retirement. According to Barr

(2013), it is praiseworthy that the pension system does not
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force workers to make a binary choice between work and pen-
sion but allows partial deferral, that is, the option to draw part
of the pension while the deferred element continues to grow.

In Sweden, the earliest age of receiving earnings-related
pension is 62 and a person may withdraw his/her pension fully
or partly, possibly combined with continued work.

In Norway, similarly at the age of 62 or older. However, to be
able to withdraw old age pension before age 67, pension rights
of a certain degree must have been accumulated. The accumu-
lated old age pension must equal to an amount of the guaran-
teed pension before retiring in order to prevent an excessive
erosion of future pensions.

In Finland, due to pension reform 2017, rules currently offer
the possibility for 61-year-olds or older to take out a quarter or
half of the pension amount they have earned so far. Pension
will be permanently reduced for each month that the pension is
taken early.

One of the ideas behind the flexible retirement age is that it
gave an option to insured persons to retire a bit earlier or to
compensate the expected future decline in pensions due to in-
creasing longevity by extending working careers and thus ac-
cruing pension longer. The downside of this chosen mechanism
is that if people retire too early, they might end up with an in-
adequate pension. The possibility for early retirement can also

have a decreasing effect on the size of the workforce and the
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It has turned out, that in Finland old age retirement con-
centrated at age 63 and there was the risk of a continuously
falling replacement rate. Similarly, in Sweden the number of
persons drawing an old-age pension before the age of 65 has
increased steadily since the reformed legislation took effect
(Vidlund 2017).

It seems that the possibility to retire flexibly has changed
men's retirement behaviour more than women's. This is most
eye-catching in Norway, where over 40 per cent of the men be-
tween the ages 62 and 66 claim their pension and majority of
them as soon as they can, at age 62. However, majority of them
also continue at work. The pattern of pension withdrawal in
Norway is clearly two-folded, though, since another 40 per
cent of men wait until they turn 67. In total around one-third
use early retirement option. (NAV 2019.) In Sweden, every fifth
aged between 61 and 64 years take their pension early and men
use this option slighty more than women. In Finland one in ten
61-year-old or older chooses to take out a partial old-age
pension. More than half of the recipients of the partial old-age
pension are men and over two-thirds of partial old-age pen-
sion recipients continued working. (Kannisto 2020.)

It is remarkable that in both Norway and Sweden, around 90
per cent of those who have taken their old-age pension early

are drawing their accrued pension in full. Similarly, in Finland
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nearly 90 per cent took out the maximum amount (50%) of their
accrued pension.

The observed reluctance to extend voluntarily working lives
and a continued rise in projected life expectancy generated the
need for increasing the lower age limit of the flexible pension
age in Finland and Sweden. It was understood that the low re-
tirement age endangered both adequacy of pensions and finan-

cial sustainability of the general government.

C. Restricting access to early retirement schemes

In general, there are four major routes out of working life,
that is, old-age pension, unemployment benefits, specific early
retirement benefits and disability benefits. All four schemes
have been thoroughly reformed. Of course, the weight and us-
age of these options as an early exit route vary between the
Nordic countries. Actually, a paradigm shift can be observed
starting already since the 1990s. The shift from the policy pro-
moting early exit to the policy promoting continuous
employment. The target has been toward prolonging working
lives and removing financial incentives to early retirement.

There have been several routes out of the labour market in
Finland and Denmark, compared to Sweden and Norway. In the
Swedish and Norwegian system no such early retirement op-

tions have been available. Though, in Norway, a specific
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AFP-early retirement occupational pension scheme exists but
otherwise disability pensions have been the most widely used
early exit option.

In Sweden older workers have been protected from dismissal
by laws making it difficult and expensive to lay them off.
Periods of notice increase with seniority and first-in-last-out
applies. Another important feature of the Swedish model has
been the use of partial retirement. Currently, a downward ad-
justment of old-age pension is made if it is taken early, which
can be at the age of 62 at the earliest, in relation to pension at
age 065, in consideration of the longer remaining life
expectancy.

However, even though one should expect Denmark to be a
high exit country because low levels of employment protection
and flexible labour markets and generous early retirement
schemes the contrary is true. The rate of early exit or retire-
ment is relatively low and employment rates of 55-64-year-olds
among the highest in the EU. The Danish experience indicates
that the causes and effects of early retirement are highly
complex. Functionality of the labour market and the social se-
curity system in more general, active labour market policies as
well as cultural factors, i.e. of preferences, attitudes and values
are seen to explain this contradictory finding. (Jensen 2005;
Oorschot & Jensen 2009.)

In Finland unemployment benefit has provided an alternative
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pathway to early retirement. However, the Government decided
at the end of 2020 to abolish this so-called unemployment path
to retirement. It means that those who become unemployed at
an older age (at the age of 60-62) will not receive an unemploy-
ment allowance until retirement but only for a maximum of 500
days, as is the case for younger employees. The amendment
will enter into force gradually from 2023 on. The purpose is to
improve the employment rate of over 55-year-olds.

In Denmark a specific voluntary early retirement pension
(efterlgn) is a scheme linked with unemployment insurance
that currently gives the opportunity to withdraw from the la-
bour market four years before the retirement age. Early retire-
ment period will shorten from five to three years simulta-
neously as the early retirement age gradually increases from 62
to age 64 in 2023 and further to age 65 in 2028 after which it
will be indexed to the development in life expectancy. To qual-
ify, individuals must have been members of the unemployment
insurance fund for at least 30 years and have paid voluntary
early-retirement contributions during this period.

The introduction of voluntary early retirement pension in
1979 was justified on the grounds that the gainfully employed
part of the population would have a better age composition,
and that the elderly could withdraw earlier and make way for
younger people (Nososko 2008). The scheme was first and fore-

most targeted at workers with health problems needing an early
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exit from the labour market. But it quickly gained popularity
also among other groups than the one it initially was targeted
at. (Abrahamson & Wehner 2003.)

In Norway early retirement is possible from the age of 62
through a special scheme based on agreements between the
social partners, collectively agreed early retirement pension
(AFP). The rationale behind the establishment was not to allow
for a combination of work and pension but to relieve older em-
ployees with long working lives and physically demanding jobs
and on the grounds of ill-health to retire earlier than the gen-
eral retirement age of 67. Around 60 percent of the employed
were entitled to an early retirement pension. (Hernaes et al.
2016; Vidlund 2017.) Early retirees obtained entitlements as if
they remained working until the age of 67. Early retirement
(AFP) through occupational pension arrangements did not re-
duce future pension benefits at any point in time with the old
system, neither because of a shorter period of labour market
earnings nor through a longer period as pensioner. (Fredriksen
et al. 2015.) Thus, it has reduced incentives to work after the
age of 62.

The AFP-scheme was revised when the flexible retirement
age was introduced in 2011 for the private sector employees.
However, for public sector employees, agreement between the
government and the unions was reached not until 2018 and the

new rules will apply starting in 2025. This agreement has been
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described as completion of the Norwegian pension reform. In
addition, by aligning the public and the private sector
AFP-schemes, a serious obstacle to mobility between the two
sectors has been removed. (West Pedersen 2018.)

Currently, the AFP system provides a supplement to the stat-
utory old-age pension and is paid as an annuity. It accrues up
to the age of 62 with an actuarial deferment for each year that
a worker delays pension take-out, until age 70. It can be com-
bined with the old-age pension and with earnings from work,

without earnings testing. (Nordby & Neesheim 2017.)

1) Introducing specific provisions for arduous or hazardous work

Finland and Denmark have introduced specific provisions
targeted at workers in arduous or hazardous job. In Finland this
years-of-service pension was part of 2017 reform. It can be
granted if the person has done work that requires great mental
or physical effort for at least 38 years and the ability to work
has been reduced. So far, the years-of-service pension has
been unpopular because access to pension is uncertain and it is
smaller than the disability pension and it can only be awarded
starting from the age of 63. In the future, as the official retire-
ment age rises, the time spent on a years-of-service pension
will become longer, which may make the benefit more popular.

Danish government (2020) reached an agreement on October
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2020 with three other political parties on their proposal to in-
troduce a right to early retirement for people who have spent a
long time in the labour market, particularly those with physi-
cally and mentally demanding jobs. It will allow people who
have spent at least 42 to 44 years in the labour-market - in-
cluding periods of unemployment, parental leave and training —
the right to retire on a state pension one to three years earlier
than normal retirement age. The first new early retirement
pensions will be paid in 2022. According to the political agree-
ment a specific financial industry tax will be levied for partly
financing the new benefit. The government’s decision to allow
a group of people to retire early has been criticised by employ-
ers for being a very unfortunate change of direction in light of

the need to keep Danes working longer into their old age.

2) Activating people with reduced capacity

The general policy orientation in Nordic countries is to in-
crease labour supply and participation in the labour market,
including that of people with reduced work capacity. The aim
is to integrate benefit recipients and disability pensioners into
paid employment. Reforms in Sweden and Norway reveals that
a clear-cut difference has been made between the old-age
pension and disability benefits. In all the countries vocational
rehabilitation is the primary alternative to disability benefits.

According to statistics countries have also been able to reduce
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number of people receiving disability pension during the
2000s. Though, in Norway the trend has rather been stable be-
tween the years 2007-2016 (Figure 3-3-13). (OECD 2021;
Mielonen & Ahonen 2017.)

(Figure 3-3-13] Number of disability pensions in relation to working—age
population (15-64 years old).
12%
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Source: OECD (2021) Social Benefit Recipients Database (SOCR)

In Sweden a structural reform was made already in 2003
when sickness and disability insurance was merged. The reform
introduced slightly different rules for those younger and older
than 30 years. It replaced permanent disability benefit by a
temporary activity compensation with special work incentives
for those aged 19-29 and provides sickness compensation for
those aged 30 and over if person will probably never be able to
work. Benefit is calculated based mainly on the highest earn-

ings in the years before incapacity for work and no longer as a
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combination of pension accrual and projected pensionable
service. The main aim of the reform has been, on the one
hand, to better adapt the scheme to the new old-age pension
scheme and, on the other hand, to encourage beneficiaries to
work in accordance with their remaining working capacity.

In Denmark, disability pensions were also significantly re-
formed already in 2003, when the various disability benefits
were merged into a single benefit, while part-time and
fixed-term benefits were abolished. The replacement of the
partial disability pension was a subsidized job (flex job), in
which the municipality pays a partially incapacitated person a
wage-related benefit or a special unemployment benefit if the
supported job is not immediately available. Further, the dis-
ability pension reform in 2012 restricted access to disability
benefits to individuals over 40 and introduced a rehabilitation
programme stipulation prior to being able to receive the
benefit. The rehabilitation process was reformed in 2013 with
the aim of giving people individual, tailor-made assistance to
come back to work. People can apply for a disability benefit
without previous participation in a rehabilitation programme if
they have permanently reduced capacity to work; a maximum
five years remaining until eligibility for the old-age pension:
and recent full-time labour participation of at least 20-25
years. (OECD 2018.)

In Norway most recent disability pension reform was im-
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plemented in 2015. The main reasons for introducing these
changes were to harmonize the disability benefits to the
changes that already had been made regarding the old age
pensions and to encourage disabled persons to work by making
the rules more flexible concerning additional income from
working. The way to calculate the benefit was changed and is
comparable to the Swedish model. The main difference to cur-
rent rules is that old regulation did not provide the flexibility
that allows a combination of work and receiving disability
benefit. Under the new system, the disability pensioner’s total
income will always increase with earnings, without income
traps or reassessment of working capacity.

In Finland disability pensions have not been restructured in a
similar manner as in other Nordic countries. Currently, a tri-
partite working group is preparing measures to improve the in-
centives to work while drawing a partial disability pension. The
aim is to prepare a Government proposal of a so-called linear
model which resembles Norwegian model for Parliament by the
end of 2022. In a similar manner as in Denmark more lenient
terms and conditions are applied for granting disability pension

for those who are close to retirement age.

D. Strengthening pension financing

A stable and sustainable contribution level has become the
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focus and one of the aims of pension policy. For example, in
Finland an agreement (social partners 2014) on the main fea-
tures of the 2017 pension reform, the social partners set a
smooth development of the contribution rates, long-term pro-
tection of the benefits and ensured financing as the targets.

In all the Nordic countries adjustments to future benefits
have decreased the need to increase the contributions. In the
Swedish pension system this will happen automatically. This
means subordinating the pension benefits to the constant con-
tribution rate and thus adjustment of the pension level.

The Swedish system has fixed contribution rate as a key ele-
ment, while the Finnish system has the de-fined benefit rules to
be fixed. In Finland, projections for recently established pen-
sion reform indicate a stable contribution rate for the forth-
coming decades. The main private sector pension scheme can
keep the contribution rates stable at 24.4% until the 2050s, but
after that, in the latter half of the century, the TyEL con-
tribution must be increased steeply as the TyEL pension ex-
penditure will grow due to changes in demography (see
Tikanmiki et al. 2019). Especially, the fall in fertility during the
past decade weakens the financing of the pensions.

It is noticeable that 2017 reform set the goal of constant con-
tribution and fair burden sharing between generations. If the
scheme aims to smooth development of contributions until

2085, contribution rate should be raised immediately over 2
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p.p. According to long-term projections a constant TyEL con-
tribution rate should be increased from the current 24.4 per-
cent to 26.7 percent (Tikanmiki et al., 2019; Valkonen 2020).

This means that the scheme is not financially sustainable.

(Figure 3-3-14] Private sector (the Employees Pensions Act)
earnings—related pension expenditure and contribution income in Finland

relative to wage sum (%).
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The pension contributions paid into the pension scheme of
private sector wage earners have exceeded the pension ex-
penditure from the founding of the scheme to the early 2010s,
except for a few years during the depression of the 1990s. From
2009 to 2012, the TyEL pension expenditure and contribution
income were roughly equal. After that, the expenditure has ex-
ceeded the contribution income on a permanent basis. The dif-

ference is financed with pension assets.
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Since part of the future pensions are financed from the ac-
crued capital funds, the corresponding projected contribution
rate increase is somewhat smaller than the increase in
expenditures. The Finnish earnings-related pension scheme is
partially funded. About a quarter of accrued pension entitle-
ments are pre-funded and the rest are financed through a
pay-as-you-go (PAYG) system. Individual pension benefits do
not depend on the existence or yield of funds. Funds only affect
contributions. The amount of earnings-related pension assets

was over 80 percent in relation to the GDP in 2018.

[Figure 3-3-15] Pension assets in statutory and occupational pension plans
in 2018, % of GDP.
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Discussions is ongoing whether returns of pension funds
could be increased by allowing more freedom in risk-taking as
a response to the low interest rates e.g. by loosening pension
providers’ solvency rules. Some public discussion is also on-
going whether pension expenditure should be cut by abolishing
accrual of earnings-related old age pensions from periods
when the individual does not pay contributions.

Solving the financing problem by increasing contribution
rates is not unproblematic, and since major steps have already
been taken in terms of increasing retirement ages and adjusting
the system to increasing longevity, the question of benefit ad-
justments may come to the fore.

In Norway employer and employees statutory pension con-
tributions are not directly linked to financing of statutory pen-
sion expenditures but used to finance government expenditures
in general. Even after the pension reform the pension system is
still a part of the general public finances and financed
pay-as-you-go. Related to this, unlike most pension funds, the
capital of the Government Pension Fund is not directly linked
to financing pension expenditures, only its expected real return
of 3%, given the fiscal rule (NBIM 2018). The aim of the
Government Pension Fund is to support savings for financing
future pension payments. It receives revenues from Norway's

oil and gas production and is the world's largest sovereign
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wealth fund with a capital value around 2.5 times the GDP.

The Norwegian pension reform is tailored to reduce the
growth in the fiscal gap by mitigating the long run growth in
the pension expenditures and by raising tax bases through
stronger labour supply incentives, rather than being immedi-
ately cost saving (Fredriksen et al. 2015). Without a structural
change in the pension system, expenditure on old age pension
was estimated to increase from 9 to about 20 percent of main-
land Norwegian GDP between 2004 and 2050 (St. meld. nr. 12,
2004). Currently pension expenditure is about 11 percent of
GDP and it is projected to increase to 13 percent of GDP by
2070.

[Figure 3-3-16] Statutory pension expenditure in relation to GDP, %, in
2016-2070
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In Denmark the costs of the tax-financed national basic pen-
sion are expected to be relatively lower in future as the occu-
pational pensions gradually increase in size simultaneously de-
creasing the supplementary part of the national pension. More
pensioners will be entitled to an occupational pension and the
average amount paid out will increase. Higher payment of oc-
cupational pension means that the amount of basic pension
decreases. The share of employees who will receive the full in-
come-tested supplement of the national old-age pension is ex-
pected to decrease from around 57 percent in 2012 to 17 per-
cent in 2080 (Ministry of Finance 2017). Occupational ex-
penditure is projected to increase from the 5% of GDP in 2020
to 7 % of GDP by 2070 (European Commission 2018a).

In Sweden the pension spending is projected to decrease 1.2
percentage points by 2070 compared to the starting year 2016.
However, this is because reclassification of the premium pen-
sion from the public to mandatory private pension and thus ex-
cluded from the statutory pension expenditure (Buropean
Commission 2018a). Otherwise, the expenditure in relation to
GDP would have remained unchanged.

Sweden is unique in that it utilizes a structure of multiple
pension reserve funds to support financing of the earn-
ings-related old-age pension scheme. There are five separate

buffer funds with an investment capital around 30% of GDP.
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Premium pension is fully funded and assets within this
(statutory) pension scheme were already close to 30% of GDP in

2018.

1) Automatic stabilizers

According to OECD (2019) there should be a long-term strat-
egy to secure retirement income. Governments have to ensure
that pension policies deliver secured retirement incomes in fi-
nancially sustainable and economically efficient ways irre-
spective of the economic and political conditions. While pen-
sion systems cannot be put on autopilot, automatic adjustment
mechanisms increase the predictability in pension financing by
linking some parameters to key variables. As an example, the
link to life expectancy provides a predictable rule for adjusting
future benefits at a given age or for raising the retirement age
as longevity increases.

All the Nordic countries have incorporated an automatic link
between pensions and life expectancy in their pension systems.
Danish system can be described semi-automatic: a change in
retirement age must be approved in parliament every fifth year.
Norway has not indexed retirement age to life expectancy but
benefit level is adjusted to life-expectancy.

In general, one of the most appealing characteristics of the

DC or NDC system is, that the annuity responds automatically
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to the financial pressure created by an aging population. The
longer the length of life expectancy, the smaller the pension
will be at a given retirement age. The NDC PAYG pension sys-
tem works on an actuarial basis. At the time of retirement an
annuity is calculated by dividing the individual's accumulated
account (assets) by a divisor reflecting unisex life expectancy at
the retirement. The individual can counteract the negative ef-
fect on the annuity caused by increasing life expectancy by
postponing the date of retirement.

Finland has DB system, but, because pension is linked con-
sistently to life-time earnings and pension is adapted to the ex-
tended life expectancy in a similar manner as in the DC systems
with the life expectancy coefficient it makes the system closer
to the economic essence of a NDC system (see e.g. Sankala &
Reipas 2017; Borsch-Supan 2005). The life-expectancy co-
efficient was preserved in 2017 reform but mitigated. Thus, the
very recent reform combines the life-expectancy coefficient,
which decreases the pension level, with higher pensionable
ages that increase in accordance with life expectancy in line

with the cohort’s life expectancy.
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(Table 3-3-3) Automatic adjustments in mandatory schemes
Benefits linked to | Automatic Balance Retirement age
life  expectancy Mechanism i.e. linked to life

benefits linked to expectancy

financial balance or

demographic  ratios

or wage sum

Sweden x, NDC/ DC X X
Norway x, NDC - -
Finland x, DB - X
Denmark x, DC - X

Source: (OECD 2019)

So far, there are no automatic adjustment mechanisms to ad-
dress imbalances in other Nordic countries’ statutory pension
system in the wake of unfavourable macroeconomic and demo-
graphic developmentssuch as those built in the pension system
in Sweden to mitigate the fiscal impact of these risks in the
future. Similar measures can already be found in some other
countries as well(e.g., Canada, Japan, Germany and the
Netherlands) However, the transfer of the risks to pension re-
cipients has probably been taken the furthest in Sweden even
in comparison to other OECD-countries. In principle, all eco-
nomic and demographic risks of statutory earnings-related
pensions are reflected in the level of current or future
pensions. In other Nordic countries the financers (employers,
workers and government) carry the risks.

In Sweden not only initial benefits are affected by adjustment

mechanism but also pensions in payment. This is due to an au-
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tomatic balancing mechanism which secures the financial sus-
tainability of the NDC- pension system. In case of unsustain-
ability, i.e. the current liabilities (pensions in payment and ac-
crued pension) of the system are greater than the calculated as-
sets (contribution income and buffer funds) mechanism is acti-
vated, and the indexation will be reduced until stability is
restored. The automatic balancing mechanism guarantees that
the system will be able to finance its obligations with a fixed
contribution rate and fixed rules regardless of the demographic
or economic development.

The mechanism allows for a cut in pensions in payment,
which has happened. The balancing indexation was activated
for the first time in 2010 because of the financial crisis in 2008
as well as in years 2011 and 2014 (Figure 3-3-17). All risks
stemming from external disturbances on the financial perform-
ance of the system are automatically transferred into reduced
benefit levels (with a 2-year delay). However, even in Sweden,
the actual risk distribution may deviate from legislative
principles. For example, since the cuts have been compensated
through taxation, it means that all taxpayers have carried at
least some part of the risks.

In principle, the mechanism is fully automatic and based on
an already realised development. When balancing is activated,
pension balances and pension benefits will be indexed by the

so-called balance index instead of the change in the income
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index. Based on the earlier years’ experience of benefit cuts,
the decision has been made to reduce the effect of the index.
Since 2017 the balance ratio has been dampened. Only one
third of the deviation of the balance ratio affects the index-
ation for reducing fluctuation in indexing of pensions. (The
Swedish Pensions Agency 2018.) Swedish experience proves
that political decisions continue to play a central role in the fi-
nal risk distribution. The balance is strived for over a longer
period, avoiding sudden slow-down and acceleration. In addi-
tion, the cuts have been compensated by tax relieves and a tra-
ditional discretionary pension reform to raise the old-age pen-

sion retirement age and pension levels.

[Figure 3-3-17] Change in the Swedish earnings-related pension index and
price index in 2000-2020, %.

= Earnings-related pension index (adjustment index) ® Guaranteed pension/ Price index

Source: The Swedish Pensions Agency 2020.
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E. Preventing poverty of older people

1) Current adequacy

Nordic countries often stand out in terms of low degrees of
income inequality and poverty. In fact, these characteristics are
often considered to be some of the key elements of the
so-called Nordic welfare model. Several studies have shown
that the differences in the income levels are smaller in the
Nordic countries than in most of the OECD countries. Income
inequality among the elderly population has tended to be lower
than among the population of working age. Income dis-
tribution and income poverty among older population has also
stayed below the OECD average for decades. (OECD 2020c.)
Even with the small fluctuations the picture can be charac-
terised by stable and low shares of elderly population having a
low income.

In Denmark and Norway minimum gross pension is about
35% and 33% of average wage respectively, whereas in both
Finland and Sweden it amounts to 24 % of average wage.
Taxation rules differ between countries but in principle gross
pensions are subject to income tax. However, for example, in
Finland due to tax deductions no tax is levied from the full

amount of guarantee pension. Similarly, in Norway old-age
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pensioners who only receive the minimum benefit do not pay
any income tax, with the tax rebate gradual-ly tapered off
against increases in an individual's total income (OECD 2019;
West Pedersen 2017). In Sweden, tax is levied but it is depend-
ent on the age of the retiree. Lower tax is levied from the age
of 66 than at younger age (Swedish Pensions Agency 2021). In
Denmark also minimum pension is taxed when income exceeds
a tax-free threshold.

According to the EU definition persons at risk of poverty are
those living in a household®® with a disposable income (after
social transfers) per consumption unit of less than 60 percent
of the median income for all persons in the country. OECD uses
a limit of 50 per cent. It is typical of pensioners at risk of pov-
erty that they are often quite close to the at-risk-of-poverty
threshold, that is, their income is more than 50 but under 60
per cent of the national median income.

Among the Nordic countries Sweden has the highest share of
people aged 65 and above with a disposable income below the
threshold for being at risk of poverty. On the other hand,
Danish model has been successful in reducing poverty.
According to OECD (2020c) the relative old-age (aged 65 or
over) poverty rate is only 3% in Denmark and 4% in Norway,

whereas in Sweden it is 11% followed by Finland 7% in 2018.

68) OECD (2020) database: Average Annual Wages.
https://stats.oecd.org/Index.aspx?DataSetCode=AV_AN_WAGE%20
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According to data based on EU’s definition, 9 per cent of eld-
erly in Denmark and 8 percent in Norway were at risk of
poverty. Correspondingly in Sweden 15% and in Finland 13%.

Relative income poverty is higher among the oldest (75+)
than among those aged 65-74. Poverty seem to be strongly re-
lated to a person’s gender. Relative income poverty among the
elderly is also concentrated among single persons. Usually old-
er, female pensioners who live alone end up at risk of poverty.
Not only do women face a higher risk of experiencing income
poverty in old age due to more fragmented working careers and
greater domestic responsibilities, they often face another struc-
tural inequality in terms of lower pensions generated by earn-
ings-related pension schemes (Nygérd et al. 2016).

Relative income poverty only reveals how certain groups in
society fare compared to the general population, irrespective
of whether their incomes in real terms have in fact increased.
Even though it can be argued, especially in the case of Sweden,
that median equivalent income and the poverty threshold both
have increased due to economic growth and increase of overall
employment rate, several reports indicate a concern that the
income position of elderly persons in Sweden has become more
insecure (see e.g. Nelson et al. 2019; European Commission
2018, 2018a; Swedish Pensions Agency 2018b; Social Ministry
2011).

Replacement rates of work-related pensions are dependent
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upon one’s income, gender differences in income accumulated
during one’s working life is later mirrored in terms of pension
gaps between older women and men. For example, in Finland
and Sweden, the average level of pensions has been shown to
be systematically higher for men than women (e.g. Nygérd et
al. 2016; Sjogren Lindquist and Wadensjo 2012). Also, a very re-
cent study by the Finnish Centre for Pensions reveals that wom-
en are more worried about pension issues than men. Four out
of five women and whereas two out of three men are worried
about their income in retirement (Palomaiki et al. 2020).

According to latest OECD calculations (2019) the introduction of
NDC scheme in Sweden will substantially lower theoretical re-
placement rates for cohorts of retirees affected by the reform
while it has a much smaller impact in Norway. In Finland and
Denmark, the change in the replacement rate is relatively small.
Especially in Denmark this goes along with large increases in the
retirement age. Younger generations can expect similar benefit
levels as older generations in percent of last wages, only if they
work longer and retire at a much later age. It is noticeable that
pension replacement rates fall with age at the time of retirement
depending on the indexation mechanism as well as the time spent
on retirement, i.e. retirement age. The largest fall in OECD’s theo-
retical replacement calculations were found in Sweden because
the indexation of the NDC schemes is wages minus 1.6 p.p., which
is less than price indexation in the OECD model. (OECD 2019.)
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2) Reforms

The parliamentary review group on the Swedish pension sys-
tem (Pension Group) suggested in 2018 several reforms to im-
prove the lowest pensions, including increases in the guaran-
teed minimum pension and in housing supplements (see e.g.
Social Ministry 2018; Nelson et al. 2019). These reforms were
implemented in 2020. The Swedish government has simulta-
neously also introduced additional tax cuts for persons older
than 65 years of age. In addition, level of earnings-related
pension will be increased starting in September 2021 with a
special supplement, income pension allowance, for those with
a long career but with low pay (Social Ministry 2020). One of
the arguments for establishing a new supplement was to in-
crease respect for those who have worked a whole career on
small wages in order to make a more clear-cut distance to
those who have not worked at all. Pension Group is also discus-
sing whether pension contribution should be raised in the
NDC-system.

Denmark and Norway have both comparatively generous lev-
el of minimum protection. In the Danish pension policy, the
focus has recently been on removing disincentives to private
pension savings. Solving or reducing savings-disincentives

could also increase the pension coverage and pension level of
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the self-employed people. The self-employed can opt to con-
tribute to personal pension schemes to compensate for their
lack of occupational pension coverage and to achieve a higher
pension. However, around 60 percent of the self-employed
hardly pay any contributions (European Commission 2018).
Similarly, in Norway the self-employed can be seen to be dis-
advantaged in terms of access to supplementary occupational
pension schemes. Even though occupational pension schemes
have become obligatory from 2006, the self-employed are
excluded. Norway is also trying to find solutions for encourag-
ing private savings and tax-favoured individual retirement sav-
ing was introduced in 2017 (Tax Administration 2017). Self-em-
ployed people are a natural target group for this scheme, even
though it is not restricted exclusively to the self-employed
(West Pedersen 2017).

Finland is also facing challenges concerning the self-em-
ployed persons. Even though the self-employed receive the
pension on the same conditions as everybody else there is a
risk that they will experience inadequate pensions in old age.
Unlike employees, the self-employed negotiate with their pen-
sion institution over a proper level of pension income base,
which should correspond their work input i.e. the wage that a
self-employed person would pay to a worker hired to do the
same work. However, over 30 percent of self-employed people

and over 40 percent of new self-employed end up with the
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minimum level of income base (Finnish Centre for Pensions).
This will minimise their pension contributions, but at the same
time leads to earnings-related pensions that are so low, that are
not necessarily higher than what they would receive via the
guarantee pension. For example, OECD (2019) has recom-
mended Finland to consider reforming the basis of pension
contributions. The tripartite working group has started its work
in 2020 for finding measures on how to develop the pension

security for the self-employed.

6. Conclusions

Nordic countries provide a comprehensive pension coverage
for all workers and self-employed. In Denmark, though,
self-employed earnings-related pension protection is based on
voluntary pensions. All the countries have changed their mini-
mum pension in a way that it is dependent on the amount of
the earnings-related pension. Except for Denmark national
pension has ceased to be a universal benefit and minimum
pension provision is targeted for those with no or meagre earn-
ings-related pensions.

In Denmark, Norway and Sweden the importance of funded
private supplementary occupational pensions is increasing. In
the future a larger share of employees’ income will come from

occupational pensions as more employees have paid into an
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occupational pension through their whole career. In fact, the
Danish pension system has largely been privatized. The Danish
pension system is indeed a multi-pillar-system and even more
so in the future as the private collective bargaining-based oc-
cupational pensions will provide an increasingly larger share of
total pension provision. Despite these changes towards more
private pensions, statutory pensions will remain the most im-
portant source of income for persons with the lowest income
share in the population (European Commission 2018).

It is also noticeable that occupational pensions are based on
fully funded defined contribution schemes. This will increase
financial sustainability on the overall pension provision as pen-
sion payments are built on strict actuarial principles.

In order to share more evenly the costs of ageing and pen-
sion provision among the generations, Nordic countries have
introduced both systemic and parametric reforms in their stat-
utory pension systems. The increases in retirement age,
life-expectancy adjustments, abolishing early retirement routes
and the incentives to stay in employment longer are expected
to prolong the average working lives, a key pre-condition for
preserving the sustainability and adequacy of pensions in a
context of increased life expectancy.

In Norway, Denmark and Finland old-age pensioners face the
risk of increasing life expectancy, whereas the government,

employers and employees bear the risk of an unfavourably de-
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velopment in other demographic components, macro-
economics and the labour market. It is then up to politicians
and other stakeholders to decide how taxes, contributions and
pension expenditures should be adjusted to maintain pension
system financially sustainable in the long run.

Another tool to addressing intergenerational redistribution
would be automatic stabilizers that are automatically triggering
measures to control the expenditure of a pension system. For
example, in Finland the most urgent challenge is to share the
fiscal consequences of lower fertility fairly between
generations. Depending on their design, automatic stabilizers
can defend the interests of future generations by scaling back
pension promises. Applying an automatic adjustment mecha-
nism to account for future macroeconomic and demographic
risks will diminish political risk. So far, only Sweden has estab-
lished such a mechanism.

In Sweden financial sustainability was already high on the
political agenda at the onset of the major pension reform in the
late 1990s. Concerns regarding social sustainability are more
recent and have influenced the Swedish pension policy dis-
course in the last few years. The focus has been on declining
replacement rates. Recent pension reform by increasing the
lowest retirement age is one of the solutions for safeguarding
the future pension level.

However, the need to adapt pension schemes to un-
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favourable macroeconomic and demographic developments re-
mains regardless of the type of schemes in both single and mul-
tipillar countries. In order to ensure stable retirement incomes,
longer working careers are needed to ensure a decent pension.
Nordic countries have modernized their pension systems
through several actuarial adjustments, thus strengthening the
financial sustainability of the pension provision. An ability to
curb the growth of public pension spending and a significant
increase in senior workers’ employment rates in recent decades

also proves that measures have been effective.
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18] B} QPR 13 wEAY FARG] FUAF 2L HHAF 7}

go] BT 27 LEAY FARED o &g Aolgtn
A& 4= ATk (I 4-1-5)% (F 4-1-6)2 27 =5 AE 0l
7k vl EHAF 1Y vl HolEth 4 (F 4-1-5)9) =

R 71 SRS AR 14 AN AT 3000 013 /19
ZaAe} Ba 2EAL A9 fRE FUAF 71gse] Yk 300
2 ol 719 232A09] 99%, 371 Al 9t AT AL
of gieF. 30091 UIEt 719} U LAY FUAF 74 122 20199
80.7%2 °F 90%9] A LA TG 74 Elo] Qe sk v
A7) QF 2EAY FUAT /1SS T2 15 0|4 ok 5
22 BOIT 20164 WA UF 22AY 56.7%0] FUAF 7}
A5331, 20199 o) Rehs F7ke 61%7F FRAF 1A

B 4-1-5) LSAIZE =03 7IY Hig

&9 vl
Ol 3000]2k 3000}% BIET= A
2016 0.886 0.990 0.567 0.982
2017 0.874 0.987 0.549 0.978
2018 0.881 0.987 0.565 0.979
2019 0.897 0.989 0.610 0.980

A TP EIZ A RAF 2016-2019
2 A7 A

13 s AP 22 =S A SAR] EA AT 71 Bl =1
= 71 HlE AolET o A yEth (& 4-1-6)°f e 2
HH, 30091 ol 719 2&2A9] 70% olde] A AT 7FIAAA
30021 vlRt 7] F2AH] F¢- o] Hl&o] 50% H|Rto] 1Tt 30091 o}
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oL

719 S222E 30091 =Y 719 L2 EA AT 7H9] v Aol
30%p-32%peltt. 1&FH HE AHEGS 1 EZX AT 7Y HEY

A= 38%p-39%pE B ZA YT A2 ZEAS] A AS 7t
¢ H]S-2 20169 56.1%~58%°]1, vIHHE] L2A9] EZAF 71
H] 8- 17.4%~19.6%°]t}.

B 4-1-6) 3AIZ & EXSZ JIY HIE

B9l ulg
oIz 3000/t 300014 B e
2016 0.415 0.733 0.174 0.561
2017 0.426 0.748 0.187 0.577
2018 0.428 0.730 0.190 0.576
2019 0.437 0.741 0.196 0.580

A T2 A RAF 2016-2019
AR A

134 15 Age] ele] met 13} wE A 2R 27 B A
&3 9F REARG FL 1§ P4 YT Btk HH 3 Ho
ol FL 013 4 Gl AT, 2o 71 vl AR B8 2%
AR B 2EAL, 13 =EAYe] BE 2EART, A}
2= 7|7HE ohjet 4 SolE AR ePgAel o B 4 e ¢

% 9.

i
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B SFFAL 30091 014 719
22 FFEAL 65% SEolm, 30091 v)et 719 2EAY Hrfas
2 20189 o|F &F F7Iste] 2018W0l| 68%, 2019€ 67%E Helth.
5 wFAge] Holgo] HolS AR 201797k 30091 Hlet 7]9

20180lle &% 453t 70% &2 B &, 3009 " 71
TEARS] 23F01= 30091 o1 719 =AY gt 2go] o] ARt
X UAlE wEoIn. A T 27T ARShe HlE2 9t B
S= Hol=t, 30091 vt 71 Z2AY] B e F 2ol ¥l
= 6%, 30091 o1 719 224 745 9%eltt.
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5
SE

B 4-1-7) 7YY BF @ 201

o9l A9, vle

A5y Botg0] =1130{
o 300921 | 300! AlAE 300921 | 300! ATHAE 300921 | 300! AHAES

ot | ol |° oEr | oY oEr | oY

2016 | 2,720 | 4,163 | 0.65 | 2,554 | 3,799 | 0.67 | 166 364 | 0.46
2017 | 2,741 | 4,200 | 0.65 | 2,568 | 3,824 | 0.67 | 174 376 | 0.46

2018 | 2,830 | 4,189 | 0.68 | 2,658 | 3,810 | 0.70 | 172 379 | 0.46

2019 | 2,911 | 4,365 | 0.67 | 2,747 | 3.985 | 0.69 | 164 380 | 0.43

Az VLFHEZZAERAL 2016-2019
= AR A

B 4-1-8) N2 B o o
B9k A9, Vg
2z Ao 2230]

o |WmTE| RE [MTAS| HETE| BRE |MHAS|HET

1A

Jal
=l
1A

>
=
P>
A

2016 1,922 | 3,216 | 0.60 | 1,820 | 2,994 | 0.61 102 221 0.46

2017 | 1,920 | 3,264 | 0.59 | 1,828 | 3,026 | 0.60 92 237 | 0.39

2018 | 1,969 | 3,347 | 0.59 | 1,880 | 3,109 | 0.60 88 238 | 0.37

2019 | 2,021 | 3,448 | 0.59 | 1,937 | 3,219 | 0.60 84 229 | 0.37

A TEGEHETZAERAL 2016-2019
AR 2
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o2 WY gholth Al7hg A5 201549 E7F 7|& AddFoltt. 7Y
TEZ YRS b A da5 7t A7hE FAgo] 3= 4 45
Azlel 2 A th2x] ot} 2016-20174, 30091 w|gk 719] L2 A]
g AFFHL 30091 o 719 224 66%AAL, 20199 70% <=
T AFSotTt. Ahg AFe] 71E A da EIE vt 50

2 20184 o]A= 67%, o]Foll+= 70%01E}.

21 Azt o 2] Uet
e}, u]gE) 2RAke] AR JFEAe PHE 224 83%~85%
50t} ol Y PFEHo] 59%~60%2] At vl TFHE 1 AXt &
R ZolEQtty & = Qth A|7hg AAFolo] AL H|AFZ] =22}
= B3 L2 83%~86%C] FFohs Al FAFAS Tl 9l
t}. o] E3 YHEZ

dAHo] AARI 60%~61%2} H] 1L

Itk 719 2 PRI 9] 189HE 9 A5 A ANY
ol Axjof| Hal Z2A7F Aol AdgkS wo| Hi=r} o] AJ7HA| 1
o] B+ Z2o] ZetE o] 17] ol

2y
(o]
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(B 4-1-9) 7Y 722 ARYY Y= ARt

NS AlZrrEeEof
9= | 300902t | 300920014 | A3 | 30092102t | 30090k | At
2016 15.9 23.9 0.66 15.7 23.6 0.67
2017 16.3 24.6 0.66 16.1 24.0 0.67
2018 18.0 26.3 0.69 17.9 25.7 0.70
2019 18.9 27.1 0.70 18.8 26.7 0.70

Al TR FHEIZ A RAF 2016-2019
= AR A

(B 4-1-10) ISYHE AR &

od
N
_>|'_|

NS AZrrEeZol
o | HEEE | FRA | deE | dEEs | ¥RE | dtes
2016 14.7 17.7 0.83 14.5 17.6 0.83
2017 15.5 18.2 0.85 15.4 17.9 0.86
2018 16.8 20.0 0.84 16.7 19.8 0.84
2019 17.4 21.0 0.83 17.3 20.8 0.83

2l TR FHEIZ A RAF 2016-2019
AR A

Lt 1XE =AY =2 T20/Y

(I 4-1-9)%} (I 4-1-10)°]

A dEE
W22 i SAo] A 2 T A By, § et v
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El
i

(¢]
:%
ol
)
e
2
o
of
_o|lr‘
N
N
H—‘
of
>,
o3
I=!
o
=)
e,
o
i
,
i
>
ot

A1)

Inw = a+ By L+ B age + Byage® + Byedu~+ Bu+e

Inwe A de5de] Adzge Uehdnh L2 13} =8 A
oS U= o 1 o)1, Bye 12 s A Zejv|dS Hehd
ot 13 =g A o 2jof] Yo], YolAlE, weE "ol (LE0I3)
Z, 20E, U, HE0M), =529 7IIoR-E Al &4
B2 I5H~64A7HA 9] o= Aldsiitt. & 249 F42 13 k=
Eﬂlﬂﬂr 22} lcE/\W /\}OH 7:‘74* 7 }% Zﬂ ]EP o/d B¢ &

111

I:til

A

74 lcolze H“W?‘ = °‘71 Hﬂ—roﬂ 7&‘%11 U F BN 24
O & AgtetRrt.

OLSZ 43¢ BA% Zaju|de (E 4-1-11)0] AAI= o] Urt.

5ol =&H B, A0l 4] (1)of YEL

9] AZFF A=FFAo] 20164 32.1% Eﬂ =1 1xh: Al JEE]D]%*%
20199 27.3%7HA] HAL Faschs Bg2 Btk 183 =0l o A3}
£ AuEd 20169 HHF4 2 XH AP Aad o] HIFF4 4=
AETt 2% B =31, 2019900 1.3%0 &0t B4 Zejude 43



H 4-1-11) 15} SSAR 2% LEARS| ARKY AT 23}

2 2401 715 M22 R0l LRRIE It i et

Holtu), /|9 FrE &
d2 20169 31.3%HL 20199
2626717 @i} AAoEE, AR AT A
= 201693 20184
EAH0E Goulst 4

golstol 42}
27} 1.8%, 1.1%%21, 201743} 201940l
Z}7F A= A gkl

7L AZHRIZEY
20164 20174 20184 20194
3009210[A¢ 0.321%** 0.320%* 0.284** 0.273%
(0.002) (0.002) (0.002) (0.002)
A 0.020%** 0.010* 0.017% 0.013*"
(0.004) (0.004) (0.005) (0.004)
L. ARIEHAZ0]
20164 20174 20184 20194
300210[A 0.313% 0.304*** 0.268* 0.262*
(0.002) (0.002) (0.002) (0.002)
A 0.018*** 0.002 0.011* 0.007
(0.004) (0.004) (0.005) (0.004)
B4 502043 563626 558701 557075
A DL FHEZZARA} 2016-2019
F A % @(1)4 13} B A ZEu|PS OLSE 743 o, B9 S ARAS S3lo] =

Aot

m{w _l

* p<0.10, ** p<0.05, *** p<0.01
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OLSE ©o|&%t B4 A= 842 dF0] ofF AW R oA
(outlier)?] ¥ FA| ¥ 4 2}, wakA Koenker and Bassett
(1978)9] £¢3]HE4)(quantile regression)Z ©|-&dt0] F7HEHS

Attt B8 ARAS 1A AT 23 e sAlde] 2R &

SRS vuG) BE 4T L90] oA HAARLS YT 5 UA
g2 AT B 4T B vEE A6 39 9F 442
ST, GE 4-1-120% BSAEA] 2B 13 =EA A
AT BE SR 2% LBAYNNY AF BE S A4S
ehit.

719 TR AR da3E99 $9 A7 A3 A EE 30091 21
A 719 2239 F9dae] 30091 "T 7Y SEAEY 201649
30.3% © =%aL, o] AxF= 20199 26.9%71A] ZHaskiet. A7k A
Aol 9 A= AXF EIF H|St 20 = 20169 30.1%, 20199
25.4%F H]lt}.

TEFHE A AS5H2 S9 AT ARF= 20169 3.7% AL °]

20199 1.6% &==0 = Ayt Ol% #askant. Al Jagoio S
o

73 BAFo] 59 d=ol HHE4 E_X}EE} 2.2% =1L ol 2019

0.7%7HA] Zr4skedtt. 20199 59 Y& AA= SAKCE F9u
SFA] it Al7hE AFFH, AR FAFo] BF GqrE] L2ACL ]
A 22A Alo]9] Bt A AXES 39 A= AAE o A Y
EFiTE.

Y



362 OECD Bt =0 H= = FOXE APIE 240 7150 MZR [eo| PRI 25 SiEvhe et

20164 n ;)17‘.—; 2018 20194
300210147 0.303™** 0.324%** 0.290™** 0.269***
(0.002) (0.002) (0.002) (0.002)
A 0.037*** 0.025™** 0.028™** 0.016***
(0.004) (0.005) (0.005) (0.004)

L}, A|ZHEXHE0]

20164 20174 2018 20194
300210147 0.301™** 0.311%* 0.277** 0.254***
(0.002) (0.002) (0.002) (0.002)

A 0.022%** 0.012* 0.020™** 0.007
(0.004) (0.005) (0.005) (0.004)
EE = 502,043 563,626 558,701 557,075

Al TP LZ A RAF 2016-2019
FALL A(1)9] 13} A ZEju] g B8] 7 EAE o-goto] 45t gholH, Erle] &9
Hg Boto] E&3 S0t * p0.10, ** p<0.05, *** p{0.01

N
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-

js
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oPil BAOAL oloh e 553} 2 BRI} TaAe] Az
g Q0] VA= Aol 1349} 27 mEAIRo] met g A eke-g 7}
Aot wEAA on] BTHE 248 Zolth, 2 HolHE B4 s
i
=

SHEAE 1219} 23} AR Sujdt). v 2 13} EA oA 9
Yt 271 dgoleth webA HH2 13 B APGT 22 B A4 9]
B 2397 A5 Ut X, 2 13 =BA 19U 549 1
TolH, wol, UolAlE, et ol o9 £4] of i, 434 tie} o] ¢
9l 4% ojRE Ee5H= HE ol 8,2 134 EARoIA ] dF 5
A Z2AR)olt}, weha, 2¥o] A T 13} LSAGoA HItE
(812 AR8) =5A1E 7499 Bt B4 Aol S AnistaL, F HA 2

-~

¢

A 34 Aol (A 0] A o)) ofmgie.
A7k 5 A% B4 ATHe (E 4-1-13)0] AXHo] 9k 1%

EEAP U Bt deel ZIgke] 7 wide] A RA ol A=
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3, 27 =AM U B 49 2age 7 fid T 9] o] AAE
ol ek &9 A7} ‘Aol Yo AAE seAfolet. g 7t 7 At
AZFS HH, 30091 o4 7199 Bt ol 30091 wlvk 7199 B+t
AFETF 201619 44.6% B £1L, °] AA}= 20199 37.2%7HA] A4S
th. o] Zol= 4 54 Aolet A g Apol= vk 71 A=
A2} Z %W" ] oo} 3+ Zpolof 7|Q1et A= Axb= 20161 11%
= & Aoz QIR 9
ﬂq. ] }E_E_/\]X]—

U= 18FEE AAE UEhdt). B2 2EARe A 2

A= 20164 22.8%14 20199 19.9%= A% 3
t} o] Al tjEE 149lo] EX oo HIZHT} 20164
A2 21. l%p— ?L*é‘ﬂ £7 Aolof 7]RIgE AR}o] L,

n

k=
[e)
ol
fuj
e
U
T
4
¥
o
£
1o
4
R
21:1

o] 7|AHEERE YA o 13}
F AFEN Ax7E o A YEr
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E 4-1-13) \tY Y359

o

Z4Xt OB decomposition Zut

b 7192 g Axt

2016 2017 2018 2019
010 A
go,gﬂléfg 3.055"* 3,072 3,150 3,189
0.001) (0.001) (0.001) (0.001)
o|o|at
go,gﬂlogg 2,609+ 2,638+ 27574 2,817+
0.002) (0.002) (0.002) (0.002)
0] 0,446+ 0,434+ 0,394+ 0.372%
0.002) (0.002) (0.002) (0.002)
49| Ex|
;Lé’;rofé 0.110%* 0.090*** 0,092+ 0.078%
0.002) (0.002) (0.002) (0.002)
oZats A0| | 0.336™ 0.343"* 0,302+ 0.204"%*
0.002) (0.002) (0.002) (0.002)
Lt DEE] E Axt
2016 2017 2018 2019
al |
%%Ef; 2,726 2,751 2,863 2.918%*
0.002) (0.002) (0.002) (0.002)
H| R A
! %T:é;:'l 5—1 2,408+ 2.5447% 2,657 2.719%*
(0.004) (0.004) (0.004) (0.004)
0] 0.228" 0.207% 0.205% 0.199"
(0.004) (0.004) (0.005) (0.004)
:TL*O-I% Eg ol ol o slesk
ot 0211 0.192 0.190 0.184
(0.003) (0.003) (0.003) (0.003)
oZstx &0] | 0.017 0.015% 0016 0.015%
(0.004) (0.004) (0.004) (0.004)
502,043 563,626 558.701 557.075

—_

o] Hjoli= 74 £ Ajolot

A

T
AR 1S EL2 A RAF 2016-2019
= 12 AR B A

of 2717k 2% B AT Bt U] 25 A4 oot

QI Ajo| 2 RoElw, T4 S4Alolel ol g Aol

-2 ZA) Zpelet YA/ * p<0.10, ** p<0.05, *** p<0.01



366 OECD ‘8 ix0f K= 91'0) ZOXIE APIY 24D 7155t ME2 30| URRIS 96t e ot

H 4-1-14) ARIE HAUZ0 A%t OB decomposition 2zt

b 71gAE 8 Hit

2016 2017 2018 2019
mo12 3.032 3.038 3.122 3.166
(0.001) (0.002) (0.001) (0.001)
o10|3t
(0.002) (0.002) (0.002) (0.002)
(0.002) (0.002) (0.002) (0.002)
:rlklo-— %II stk stk solok skt
oifol < 0.128 0.101 0.102 0.088
(0.002) (0.002) (0.002) (0.002)
Cé!gs:l}-_J'k_ il.ol 0309*** 0314*** 0273*** 0270***
(0.002) (0.002) (0.002) (0.002)
Lt DEHE) E AR}
2016 2017 2018 2019
pomby|
ogé‘ggg- 2.710™* 2.731%* 2.848** 2.904***
(0.002) (0.002) (0.002) (0.002)
mo/ 2.483 2.531 2.647 2.711
(0.004) (0.004) (0.004) (0.004)
Y| 0.227*** 0.200™** 0.201"** 0.193***
(0.004) (0.004) (0.005) (0.004)
;l*o-l% %XOI st st el ot
10| 0.218 0.198 0.195 0.189
(0.003) (0.003) (0.003) (0.003)
el X0l 0.009™* 0.002 0.006 0.004
(0.004) (0.004) (0.004) (0.004)
H=2= 502,043 563,626 558,701 557,075

At ISP EIZ A RAL 2016-2019

2 Aol 13 AP B Q) £1ghh 27 A B Qo) 21gh A%E o,
o] o]tz 39 £4) Holoh Qs Aol 2 Lefsiu, 74U Solet A 3 Hole)
g2 8] Afole} AAIFIT. * p(0.10, ** p(0.05, ** p(0.01
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Zo] diste] =0 of 583 822 F =AM 1t

o] Axjel Ay offolrt. oA HojA 7| et 18 FE ol wht

= 12} LA 221 e E A1) Zfolof| tjsto] 4

HESTH, & HoA= d=s1d(Korean Labor and Income

Panel)< ©]&5to] F =A% 7t ol 57 Aol 2ASt=A] A E 1A}

< 1998 E7E 20187HA] 2t=9] AR 5000

7S e E AR iRt sid A oloh 2 Aol A= 3A~21%}

FAREE 0|85t 20009FE 2018W7HA] 7| dtEet -8 FH
e} FESE 5 A Ato]of o] 57 A /do] EAoH=A] A

r

7t Q%S

EEL A At UK E 1541 64479 B0 Astel

IF2EAE A B2 71%0]1, dFT

| SQU47} 3002 01491 B9 27%0Ich 48A 2aA

AeEIzto] 14 o4l 2aA0lAL 1Al Ak 71 glo] &
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H 4-1-15) 3UE QUSAH

B T HEWX H24
A=At 0.71 0.45 73,777
3002101471 0.27 0.44 44,501
i 0.81 0.39 52,676
A 0.75 0.43 50,193

A B 33213
Z 154~644] FAS BEOZ 9

(E 4-1-16)T} (E 4-1-17)2 42 714742
QFEAZS vERATE 30021 vlRt 7143 30
£ 22X "t Yol 242 40.940, 39.4412
ok WS 52 30091 o 71 SEAS] B
771 24 g i o =t g9 9 A5
oF 1407 Ak T =11, AT a2 30091 ol 7l

o]
T H
08859 B T UH 253 A0 AFL 20159 7% ALYF

M
=
%
i)
u’
e
5|
;
19

o

Rore 2

Aol HolA] ok

Ho
j>
N
S
(N
o
()
rO
=

8
(@)
o
)
)
o
N
)
)
x

olck. 55 W ZRAZEE 3009 VIR 719 FAAIL 44412 ) B

59 ¥ A3k 717 24 AR HF DRHFS 01 A ol g
oJuliet. 30091 vIgt 719 ARl W% 717t0] 30091 o) 7]t
WA O o F7] o] S FAS Uit £ F A% 71700]
30091 o3k 71014 B 7] hebdek, 24 Al @A) 21 A
30091 m1g 71oA 5,441, 30091 14 71 ol4 9.93 0.2 4,494
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H 4-1-16) 7|20 T2 B2 54

30091 Oj%t 7|g} 30091 01 712}

PN w3 | BRRA | EE4 | B3 | BRWN | BE4
Ljol 4086 | 1072 | 32702 | 394 | 893 | 11,79
z0/3t 016 | 037 | 32400 | 005 | o021 | 11773
1= 057 | 049 | 32409 | 0.46 05 | 11773
Acyst 022 | 042 | 32409 | 038 | 049 | 11.773
fiereloly | 0.05 | 021 | 32400 | 012 | 032 | 11773
ss 236.84 | 133.67 | 32558 | 37637 | 21356 | 11772
AzEeE | 122 09 | 32487 | 21 142 | 11,764
2zt 4817 | 1269 | 32675 | 4377 | 887 | 11792
gﬁ;l%;_r’éﬂ* 1912 | 1315 | 32119 | 1486 | 11.26 | 11,696
SUNNZEE | 544 | 628 | 32446 | 993 | 833 | 11720

A PR EW 33217
T 15AM64A1 ' A EAE B2 08 Tt AT AT dE2 20154 7% AE
9Igo]n Bl wiloltt.

Y] W2 EE S A, wga 22 B3t vol
7h 358 2EARct o 44] 8 gk 47 DA BE B8 SFO]
198 LA hv} Y 252 ugE Bitol 185.88%1¢), 4
T2 o] 3048502 OF 11951919] AE Btk A7H 9

o

jur

2 QqtA] 222 Bto] 0.619H T o £ Bt LEAIRR v
T LEATE 45A17F, BE] LEATF 46.5A70 2 A LEAL 3
o] 27 ¢ AR 2 Xjo|= gith. 18- 7|7to] v w A L vt
9] 29 5 A3} 7|7to] A2 LEAHETE B 84 © 21 o] A=
719 EE AatE T 2 |y @A A FYL v 22



370 OECD ‘3t =01l H= o FRXE AMIY 240 7155t ME2 280 AXRIE st Gapiied 2ot

A7} 5,184, B4 2RA7L 70140 B4 2uA7t 2734
At

(B 4-1-17) D8H0| ME B2 &Y
e &%

PN Wz | BEEX | EE4 | ©F | BEEOR | EES
Ljo| 4421 | 1226 | 12513 | 4006 | 9.47 | 37.680
az0[5 029 | 045 | 12255 | 008 | 027 | 37.529
1= 0.56 05 | 12255 | 0.52 05 | 37.529
ARyt 012 | 032 | 12255 | 032 | 047 | 37.529
CHsr0[4f 003 | 016 | 12255 | 008 | 027 | 37.529
ais 185.88 | 104.81 | 12423 | 30485 | 17696 | 37,577
Nzl 102 | 068 | 1239 | 16 | 119 | 37515
a2zt £5.02 | 1462 | 12485 | 465 | 1073 | 37.652
gﬂ;l%;_}g” 2457 | 1485 | 12154 | 1657 | 1171 | 37.337
smEmze | 518 | 715 | 12407 | 791 | 778 | 37.416

A8 SReEY 33213}
2 154~644] B4 QETRAIE BEO R YRt YAST A7 AL 20154 /1% A
Qo] wele mHelolet.
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2% HolBES A%H F /I B 47| R 18 Fept
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AT AT QU BEA S AN A2w] tE]
w23 57 RFEA0] AAE RRc} o Ak, 24% FolsEgL A2
o 4o} QlaatEo] BAHA S 712 FARHOR ol8fE 4 9]
t}

714 o] WE 25 FHolgEE AnEH A7) 30091 [T 7Y
SAAZE o7l 30090 mIRE 7ol BARE FE2 93.43%
(=22,332/23,902), 30091 ©old 7|¥4e= olsd TE2 6.57%
(=1,570/23,902)°It}. %171 30091 o4 714l AW t27] 300
Ql mlgt 7]l AR BHE2 17.63% (=1,624/9,214), 7] 300<! ©]
& 7190 AR th2719E 30090 oY ZIgel FAE FE2
82.37% (=7,590/9,214)c]tt. Ao WtE2H FE k= ATt

o5 FHHA] Fe=th

%oéﬂw TE 27 Mol gL 242 A7E HRlth. A7)0 v|F
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H 4-1-18) 7% 720 2 A1 OIS

5
SE

(251 %8, %)

t+1
t 3002!0]2t 300210[& TR
300910|t 22,332 1,570 23,902
(93.43) 6.57) (100.00)
3009104 1,624 7,590 9,214
(17.63) (82.37) (100.00)
| 23,956 9,160 33,116
(72.34) (27.66) (100.00)
AR s uid 32213
F 15M1~64A Y YT EAE EEO 2 gt
H 4-1-19) 18 H0| ME X2 M0leE
t+1
t HIE ] A |
HIZ = 8,222 918 9,140
(89.96) (10.04) (100.00)
S 922 29,465 30,387
(3.03) (96.97) (100.00)
TR 9,144 30,383 39,527
(23.13) (76.87) (100.00)

Az FEeFE 33~214F
T 15M~64M B AEEEARE 2O I,
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X, =a+pB.X,, |+ Byage;, + Bgageit + Bytenure; , + p; + A, e,

SR i RS YEL, 1=

N

A e Yehd, Hue 17

LBAR SAL RS Y= Hin| ¥golt), (7]of] 13} BAo] &
8 Jlom 1, %A ¢kod 09 ghe 2=t X, = A8k =5AF
Aejolct, WA 2 12} B Aol &3] 9o 1, 1EX] ¢Fod 09
#S Z=tth Yoloh YolAlE, dA 2 A (tenure)> A7l whet
Hahs Weo|ng 2eelgict 4= i Aol A9l et

72) TABAE UFY 2ARYE BANE 248 AYY 5 Uk 2999l sl 4
8RR AT} A9 SYsh weo] HHo] o Hwdel AgsERyel s
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B 4-1-20) =SAY 7t 01SZEY

30091 OJAf Bz
7| 30091 04 0.202%"
(0.012)
Lto| 0.007** 0.006***
(0.003) (0.002)
LtoIZ -0.000%* -0.000*
(0.000) (0.000)
SRy RiE A 0.005*** 0.007***
(0.001) (0.001)
7| HAl 0.522%*
(0.009)
N 33096 39239

A& s d 334~212F
ZF1 154644 G4 YSEEAE BE O FSih A9l 9 AIZF v gt 23k Aijolw,
B BEQAR= TS5 of 7|8 * p<0.10 ** p<0.05 *** p{0.01
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Qb BAOIA 13} k5 A} 23} 15 A1 7he] o5 4o] AHHY
2 et 23 =5 A Ak AT 2RASL 14 REAROR §
A7) R, 27 LEAge] A&H 0 BEEA B 7Hs Aol ket

L ojulojt, 1% WA 27 mFAe] AR EAELL, o5l
Aol ok, 7 =EAY LEAe] dF W A W A3t
2 Aol 2A veRd 7K gtk o] A= 915} 20004 o)
wEIE 25 55A7H) dA Ao wEAE A A W
0] ARE Abwpgle

WA (29 4-1-103 (09 4-1-2% SuRw 15 w5 A 2%
AR AR 2R A BE 9 2Rase] AXHe] 9
o}, Wkt W A et Wagtol ik 95% AlE 7T Ak
S1hS vtehdict. 719 R, 18 FeE w254 dact Algo] 2
S8 R RFAY R URE A5 AL AYS TS5 Ak 7)Y FRE

WrE W Z2ALY] did &5 A3 45M17H] FAE AR o] F 1
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= 30MH 0.4391H, 404 o 0.887HY, 504 o 1.407H¢o=
7k 18 HEE AnEd, 254 b Ha4da FXE= 0.
3041 o 0.25%H, 404 f 0.727H 5041 o 0.877H o2 1 A7t
Edii=s

o
o

oo
ool o
¥Q

[©]
e 2 N oo 2 ol

E )

(38 4-1-3) 7IY 7R A WR ARKY 943

LQ =
T T T T T T T
25 30 35 40 45 50 55
Liol
""" 3009! OjEt 3009! O]

——— Ib/ub

A QS 35-21%
F: 254~55H B PFREAS BEOE ST ARG BFS 20154 V1% AAFelv]
9l ghelole).



378 OECD Bt =0 H= o= FOXE APIE 240 7150t M2R [eo| PRI 25 SiEvhe Jet

5
SE

(I8 4-1-4) DEHEL 0 B ARG 2F

O

0+
gr ] —I& {/:[/I\I{» {*l-} {{"}{{“ t ‘I/} -IH}£ \}I‘ { ““I’E {r[‘ {
| 25 30 35 Lz;lg ‘ 45 50 55
----- uIE R B35

——— Ib/ub

AR Eesud 33214
2 254~554) 4 AFEAs BEOR ST A7 A3 20159 71 Adeln

ThJ ghelo]et.

TS REAY E AT IYE DL HHF AF oS Al
(329 4-1-5)% 7|5t :
o gl 1Yuo] i A 1, 1A RS A 09 ghe 2
w0 B S Uehick. 30091 o) 7]
oA SRR 90% el FHAF 1B Kol ek, ¥ 3009 1]
T 719 FARE] A9 62%~77% Alole] Bl 1
YA 74 Bl 300) FUHA GRSt ol 507 7

0 01% 2% Zte BES Bt £ RFAF 7 FUAF 7Y v



HAE oh LeSAEY| OISTZRt 4%t MASIHO| THX{GE| 25t HFHE 7HH Wat 379

29] Jol7} RIS, 1 Aol AA 719 ] go] vl SAHE 1
wEAT ) 23 B 43 TRAe] Fud 7 A
L ool ke WSk} EAfste

(78 4-1-5) 7Ig) 72 & O ¥ 20013 TIYE

25 30 35 40 45 50 55
Lto|
----- 300¢! OJ2t 3008! Of 4

+—— Ib/ub

A teEud 33~213)
3 25A1~55A1 'Y AEEEARE HEO R SR
TEYE FRAT 71 V1SS Aiuw HA TaAe] FuAF
7Hd vlE2 A Aol 2A 2]l "otk 504 o] d7HAl= 80%
9] 7HIES HEolaL, 504 o]Foll= 74~76% FELE tha: Haol=
: aATE 2EAe] AR 7Y HgL
H3PE 331 AFo] EoPdE Aol S Helth 2541 %F 364



380 OECD ‘3t =0l H= o FRXIE AMIY 240 7155t M2 280 AXRIE st Gapiied 2ot

Hasto] 42417 El= 20%H 9] 719 Ble Holal St

(OF 4-1-6) 18 e & o & =UAS 7IYE

25 30 35 40 45 50 55

Lto|
----- HERE che

—— Ib/ub

A Pelesd 33~217F
1 25M~554 B AEEEARE 20 T,

opAEte = Ao A W EAeE AEtheA ol Eﬂﬁ}oi A=
IS AED 30090 oM t71h9] B4 93%~97%2] &2 Hle=
AgolM 4 E2gol AgdEHal SHEAH. vhd 30091 U]”} 719
SR AolA B HRFo] AFEe 97T 62%~76% TE2LE
Aol wE ¥so] AR 30091 vIvt 71 SARE 5 WA El&Fol
EASh= Aol 5ok B-9-= 254 Bt 63%C1A4 314 Bt 76%7F

A2 Attt 554 AlgllA 300 o4 71dell &

APshe SEARE 94%7F 300%1 vIRE 7140l FARh: S&2 A= 63%7t

Mol 94 HHFS AT St



HAE o eSAEY| OIS7ZQt 4Rt MASIHO| THXGE| 2ot HEHIE 7HH Wat 381

Flﬂaq_
=

o

2 ’IHHH{“H{“H{}HH}H

g PEeEud 32213
0 25M1~5541 Y AEEEARE B0 R Tt

FoFQA AL o] v A} 7ot 55Aﬂ l% B 90%] ©

2t} g v qrA 224 HWY 25 E AF Z4 % Hlgol] d™o] =
OFASE [} AT 254|1FE 3447 = B 42%~50%Y &
A7} 87 B &g AF AollA LFsklo 1 H| &2 A} 7Aasto
554 Bt 24%E BRIt ol G2 T2AF9] 554 H?l 90%2} H



382 OECD Bt =0 H= i FOXE AMIE 240 7|50t MZR [eo| PRI 25 SiEvhe Jet

(78 4-1-8) 1 Hej & o

on
UE
i3
ox
tm
)l
2
E
2
_|

25 30 35 40 45 50 55
Lto|
————— HIE R cEe

A Aesd 34~217
2 254554 A QAR EANE REOR YR

¢

3
>

AN ol

& oA Bt leBARE] olFTE ARt Tste] thafR

g AABEa. A aet Zol 7] Gt 18 H
FAEE RS ) 30091 o4 7190l Stk B
2AHE 13%~14%, B4 2 O Z2AE 72%~74% FEOI
5 17 50l ot AF 2EAEE 23 =AY E2A vl
9 HlFo] wal, HiEA HlEol wor, ZTEA Bt APl Wt
2016¥15E] 201997HA] 23} lgAld 224 B A5 12 =%
AP T2ALE] 60%~70% 2013, A A= 70%~80% 21

7]

o

rd

—L
=

)



HaAE ohn LeSALEY| OISTZRL 4%t MASIHON| THX{SH| 25t HEHE 7HH et 383

7_&1
i1 Hol B 3 £ FAlsH = 1i} SAPl &t 224
A LEAED o 3009 oYt 2EA]
ot 71 22A d5EE 30% 7H &= o] A=
20164 o]F HAF skl AR 20199 Aol = o3| 27.3%°]

qolulst 4 AxpE 2RI A Lelule 7| dtEo] e |
A AP mejnlgl Brks WA 4L SFolth j9lo) holoh

SES BAGNRS U 4T 2RAL WGTFY TRARY 1%~2% %
o

wEA o] F TR 2 BAL 13 A Bl gtk ol
& HdR 72 71948 S

Moz YL B

PelA 13 =50 o

i}
tlo
S
oo

ol
el
2
m>~
_\‘:‘.JL

e

it
oo

il
)
\9}

Nt
_>”,
OZi

0% Hlot. B Q% 7531%34 TEA] i“iﬂ% 7??:1 Hl& MY
e 54971714 80%~90% thel <+
o]
H

HTHA SRARE o] Mol W



NS 32| SRR 94

b

S
i

| E= 350 FORE AMIE 240 71

St =
L8

o

384 OECD

s

-

A
L

A]

i

AF8)] Hlgo] %

T

s
[e}

222}

Y

5t

A7E s A7l A

?_1,

I

LN

st2 <

5

= AFETF 23 oA

}o
A o A

7HAAL QU =S A 2 ok HaAdol

A o) 372

o

=

-
T

22 P
SEE

it

Y

off o|2717HA] o] AAE AHSHAIZIH. 24} lEAPel &
AL, FA 7T 12} eE Al

%
242 9]

No

e}
_z_O
MA_lO

)

o

<A

o

o] . I H7iAl=

i

&
[e}

L

—

3|

X
[e}

l

T

-
=4
g 42

2 AL 7}

=

1714

LN

&

]

o] Aw/go] FHojxo]

1510
_(,)__

Fe o ol
Al @A 9 7HsAol

A B Aol 2

1993

Il

3

x 34 o]
A

-
L
B

A= oI 7FE FHRRE A

oA

=

o

il

el

24, Selueto]r el

B2, AR ol

AztEao|

3

—

].
A

A gz 9

A o]
A, ol& s &

sl Brhuet,

A

il
[e)

5

)7

fe1e)
=

A
23
A
=

73) BAR °o1F

A
~



HaE ohn LeSAEY| OISTZRt 4%t MASIHO| THX{GE| 25t HFHE 7HH Wat 385

o)

T A A7FEE 9] SA4AH7]F (CPF, Central Provident Fund) 91
£0] 7Fset A%<l 55400 As=o] AU

19934dof] A7tz2 HFE7E =52 EIQ(NTUC, National
Trade Union Congress)?} A9A £A%3] (SNEF, Singapore
National Employers Federation)2}2] &2] s} 60AE HHO = o}
= ¥ dgH(Retirement Age Act)S EY5FICh

19994 oll= 604 o1 = 62412 AT

5 AF7F F7F6kAL Rl Fefu]zt ofshew A, 20120 o] H
LEAA AJdo] 624190 65AI7HA] +-A5HA =T = U= 7131E Al
o= EZ] 2 A8HRRA, Retirement and Re-employment
Act)e] =J= It

LA 327 @S O, 201749 7Y 19REE ARAE 2EA}
O] 1182 71EY 65AoA 67AI7HA] A 4= =, AFLEAL A

180]| 3t LAY Tlo|EgkelS AT

(T8 4-2-1] A7HE=0|M 67M7HK| FEH0] ATEN 2 1KY

Introduction
of Retirement
Age Act
(retirement age|
was set at 60)

Amendment to
RRA to include
increase in
re-employment
age ceilingto 67

Introduction of
Retirement &
Re-employment
Act (RRA)

Amendment to Updated Tripartite
Retirement Age Guidelines on the
Act (retirement Re-employment of
age revised Older Employees
to 62) (with provision to
re-employ to age 67)

Z}&: National Trade Congress (2016), “Understanding Re-employment” guidebook,
Singapore.
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7t ¥3} 710|= 2f2I (the law and the guidelines)

1) 222} A28 9 F (Obligation to Re-employ employees)

2012 7E A 21 E2] 2 A28 (RRA)OIA=
Al 1A EZ Aol =513
Al 654 (2017¢ 7EF
Art.

<227} 62
A2 1) ASAE AL] 5T 2]

Bl 67412 MR)7HA] AL E A5k

2) A& 7Fs 2 A(Fligibility)

:LEXVP E} 7P?<] = %‘%“—%} 351, LEXPP XHJ_Q &73_ =

3) A 2 (Consultation and Notification)

TEAZ} 624 Lol =25l 6711d A7HA EF ARl F=A

83T lolof shul, 374 AL e EE Aue

=
=

5 Alek
(Offer/Non-offer of re-employment contract)= 3flofF gtct. 6714
T 371 232 67417HA] A-&HH.

4) T-=2 A|2F (Contract)

A8 ATgo] st ZRA e, W %

ool A2 AS A 55 Y A A AR el
o

LG 7IZE2 24 19S 7122 67AI7HA] g
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2ok ait.

EMPLOYMENT ASSISTANCE PAYMENT)

2% 2eAdlA A8 IS AT 4 g AL,
AR B S0 & @ Aeo] 18X AFEAPIS A1go] 7
5 2EA A AFoHor ek, TEAUFE the 71E0E AFHLL,
B 4-2-1) oY 18Rl
(S8 71, A7kz= g9
EAP 6214 64.54] =%k 6454114 67A]
=0 A7 7 3.5 2
A o 5,500 3,500
| o 13,000 7,500

= BAPE =590 74

[e]

ko) NE=Xe)! [0) fam o)
SERRED

2 283

6) 24 A2 (Dispute resolution)

B2 Aokhd BA A2] & (Dispute Resolution Framework)

(B 4-2-2) 28 AfRH X2

elbshng

g A GHE mHIPE 24 ARE AE dFR
170< 671
« A9 2A% 18 T8 4 52
e Y78 QAL Z+A] Tl wet A | A8 2T (terms and conditions)?] ¥
4 7]3] drgr 24 (reasonableness)
AT LA Qo] e 9AS 7k |« 118 AYFHEAP)T T EAE
2A)A g AL A & 4
AF7H] =998 W& v o s 17 Z2X 1§ EAof gt A

AEE A Thol= e

IS IYog ¥HS
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(O3 4-2-2) I8 Z=2X4 MuE ZHo| et d7HEE= ARl 710|E =fel

(Tripartite guidelines on the Re-employment of older employees)

| 0 Live

THE GOOD LIFE

Age 62to <64.5

<+ Employees may approach their union or the Ministry of Manpower for assistance
Z}&: National Trade Congress (2016), ‘Understanding Re-employment” guidebook,
Singapore.



19719 A%
. o] ¥ o]defl=

S
“

8o

a7 ol

T

R84

°

A AAHCEE 22 9
AT F7ke) 22A 2AQA 197090k E H2

N
“

SEe ot Sttt ol

27

e &
LS.
=
&l

A=

b LeSAPHO| OIFTZQt 4t MR tXGE| 213t HEHE /1M et 389
=2

[

3|
O
il

X4z

2. Yo WHH ENNE 2F

B 2o &
19669 AI7gE a-ZHAo] Fi1g

24 Q. o]

o}
=2

3|
S

PRHE TTE A
T 4 = i C)
FEEE SHET
R L e IO
P 5 T X ¥ u Bonk
iWﬂH%i%J,%
Ty Nm o
:_oo%muﬁﬂﬁgi
1_Ii ) — =

Wm,ao.n_moﬂulﬂ;l.‘mﬂm,AiLt

;O..@l,._,llloo ZEEO_*%

._HHEAXW..__A ﬂﬂog_o

L I RV T

:.lz__vm_vée7.mﬂox_ Hﬂ*

UT,OEMﬂ H_._Jno,A|_|

ﬂﬁﬂ@iﬂﬁ@xﬁ.

aﬁmun%mﬂmﬂ‘a_.%mumﬂ

L._oﬂ_ol,]:_o%ii =X
AN e @ % DO

o NI I

o s R

ﬂei o o X

Qﬁ%mu = A VI
maLl_ﬂ_ZOo] N

_.L‘IH.lv_Alﬂmo_LOEMW

Ho Mmoo E -2

T g =)

e - MO S NN e

w o B - ,ouﬂ%71_t%

L o T do M A N K H

2°F HalRe.

(o)

TR 2oy wslel LFAERAA ] 14,0

3
B

o
o

29 1R A%

|

AR+

=

o

9](2019) T



390 OECD ‘3t =0l H= o FRXE AMIY 240 7155t ME2 280 AXRIE it Gapiied 2ot

Y& FHAF9 =5 AL = 2008AH-H 201897HA2] 11¢
Atolof| 554] o4} AR} 4= 2821k o] B9l o]= & 7%t & £0]
o AA HGA 2799 FEOGHE gl

05A oo & st 11y HAAE B FEZITh 654 ol
AR S7F= 3099 Ho g2 AA| HA| F7HAE 2= T FEA
£ 5 71 T AR 9 522 15~644 T HAAF 308 B
St AMS 1 a7t Qi 84 HolH&E A 11‘417} Ak
I AA| 157 E0l B QIF 2 A (onus) AHEO] THE Al 58 &
T 752 654 ol BA HY SV AT Fa sllas 1 7]a1 Slct.

S-euetet ge] 982 XA g 1ol Eé

o] g FEEE AYIL Stk dwt %UMVU 34

| E
oZ 5t HEXISE IR

°F 7207t Bez == =2 12 HojulE AlHi(1955~19634
A= A AFNA ZA8kE HIFH AR Rl g SHNA A AA

75) A1 9)(2019) FeZAR ZuExlo] 2ol Hale} lc—‘%i%i’“ﬂ]Eﬂ Aol
F5E Aol ARl HZAY] Doy WAl gt ee a°F AFEsE.



HAE o eSAEY| OIS7ZQt 4Rt MASIHO| THX{GE| 26t HEHIE 7HH Wat 391

AL
__00

off 24

md
ol
[

=

7] olgct. 92 48] 3

T

;.AK

e

Z o
)

=

a8

]

27} 48R

21z 7Fs/gdo] &t dA Z& Iol K
o

ol

24

o

A =, 22 &0] 71418t
g 7FsAdel =

3}

-

°

to] Ab814] u]8
A
o] =

o

=
=

=l 7k

1
39] A=

H

ke)

=.

o

(0]

=Ll Savd -2 o

=3 2
% 0]
11
e

=

HAdo =z
=
s
3

=]
T

2
=
-
o

7} A

i LA

[e]

]

A

h=h
=

=

3|

75_‘

al ]l

2
M

!

o
B

—_—

0
X

;0.._

J))
o%

2 ®oad. 12t} ol

o] A= A2 2

Zddol 19

N

]
o

oA 2
g of

ot chopet
a4
O

°

-

|
PaA, Sl ol5 2ol

O]

A

=

2749 B9 554 THRE H2AH7A] Dol

A

s 43 gae) aox
T -

O

Sl A Al

1=

’I_

A

2 E2g A
24

W1 9

.]
X]
>

S
&

E]

P
T
1

A
Tl

)

T

61412023 ©]4) E2, 6241(2023~20279) =24, 63412028 ©]

s}

o
=2
]

=
S



=22 28| URRIS 2o

A

-

| E= 350 FORE AMIE 240 71

<]

i

-

dATheke] Qe

€

3

=
= O

= O
SHeE A7

o Ay ZEAEY] ZEAT

297} k. 44
ArE p27}

=

=

N5}
A=

1 24 Yebd 7sAgel =

—

=

A

S

2

7S

sfofol g o},
7}

o

a2

|

Z]Z 0
O 71

1
[e]

o Bep R ABu

olAe] At

7ol

2|

o

0]7
o o) 3

-

&0t Y ZLEA oA

Az A
I

=
=

’l_

=
=

|

He ZEAA

_?_’I

o

7Mooz Aax
obHolet.

o
o
T

?l 57 2457} 7}

ERE

2459

L]t

o

% AL A

A= A

o
%

)
o
~
——

72 AYs

3]
=

Ayl

15

R84

°

Wt 33 22 o

of = Aol

N
K
ojp
o3
<+
i



b LeSAFHC| OIZTZQt 4t MO CHXiSH| 25t GEME 7HH et 393

<]
ef

Mz

-y
20 Rl
ml
H =
m___w
oF 2.
= Ml
110

w_\w__

H|I3E 4x} LA
e

| 22450 2245

O

’I__

2R ARl EHA 2] 2Hs 7hs/dol &

(@]

| w2

1A okt 7k el

5

2

AtSE

SAHAES

ok
27

L5 22

1. 2

FRolA

Tt

Bt A 5

Es

K

HEF, 1AL FFAF Aol

o/

=2

SPBLFL 58740}

=
=

of T SHA

ek}

7}

A
fox]
=

S}
=

A A EF

AR RS AYAL E

[e)

> =

A

]
™

3

A3

=
-

=
[}

A, ofld EgHE=

A7F =S =AL .



394 OECD ‘Bt =0 H= i FOXE AMIE 240 7150t MZR [eo| PRI 25 SiEvhe Jet

2. BRB-SO| Y U 9, HE Y A} WO

O o X

EREL Wlske S AR5 2] 5ol o ATt
(Location-based)# H715F (Web-based) EHFOZ FEHT}T) ‘A
A7IRE ERE 2 A9 221 o] wet AF7F SFEEA, i
ERE0] LQE= A oA AH|ATE Al TEE AR, HREZHCE &
1 ¢} ofjoju]Qllv](Airbnb) 5°] sfFHT}.

A7 ERE S BE A YTF 2RI FREEA, AR
A7 AAA SR == A2, YA (Upwork)2} ofkE 1A
Y7 ¥ A (Amazon Mechanical Turk) 5°] It}

76) ol W& Ft-AEg, ERELEY F8 T FFA(20199 10¥€ 18Y
27k NARS Vol. 76), FSYUEAAE Fste] 2o} Aeleisie s wele utolck
77) Schmidt, Florian A., Digital Labour Markets in the Platform Economy;
Mapping the Political Challenges of Crowd Work and Gig Work, Good

society-social democracy, Friedrich-Ebert-Stiftung, 2017, pp.6~7.
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(28 4-3-1] SH3E° =F

FrHnEx Upwork, Fiverr
‘r gﬂgt’f\‘ﬁ:l i _‘ TR [ Freelancer.com J
— @718 |7 By Amazon Mturk,
‘ XZEK| BE [Mlcrnrasul Crowdflower
L]
“ (Crowdsourcing) Ef-l’“ }7[ 98desians
Jovote
Cixle Uber,
=S EUE n = Lyf, Didi

S, MU N S

AssEnEn ||| e _[ Dellverao

Postmates

Taskrabbit,
| xlet ?I'.’_F| JHLETR Py
X X BE x|ez Streetspotr,
ceicull il

Z}&: Florian A. Schmidt, Digital Labour Markets in the Platform Economy: Mapping the
Political Challenges of Crowd Work and Gig Work, Good society-social
democracy,Friedrich-Ebert-Stiftung, 2017, p.7(714L753E "F2d Z) ﬁzﬂ(Glg
Economy) @ 9 AAKY ,, FHAIGAI R, A2019-23, TH=-23, 2019, p.6 AL

-||: r=

Lt SHELSS 78 /3

O EREET 2 g

&= 2 = =
o @A ERAFLE 9 ]E gt &ol&0] B4l ] AMEE L et
21 - 5(Gig work), 2UHE=(FEY) =5(0On-demand work), T&+$
= 24(Crowd sourcing), A€ =5(Digital labor) §°] &3] AM&-
&= &olsolth
% EHELEE 84, U, 3R AEHY, olF 3AE
ZEoHe FRE FIEHT Aok FEjoll wEt A, AR ZEeE
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A5A 522 8= ‘S8 HDemanders) ‘& AH|A 5-& o]&sk=
Aole}. “E2F(Platforms) & AH]A o] HolA|= A Algshe
3o ® 2Rl AS AAISt] Al Wizigte). oAkt S5t
QUEYlo] 7]kt EW% SAGA (R, ATFE £ 5)E 085t
FFo AL SFAKSuppliers) 2] FEjoll wh2t Tofzh, AP4EAL
7|4}, 5 L(Host) AL YA o8 EYHA AulA 55 AT
A5 oJulRith

ol

Mo e rlr

r>~l

ol
)
T

2947} 170] 3 BeiEo] 294, FIAE A AAEAI. o] &
B AN YRS TET SABo| OJ8) AIAZ AFsY, A Aulas

9 mekelg B8 o]solrirhs o] Slek. HixbATEIL, LA A

FRATE 22l ERES 6 LS kL, oo AH|A I35
7b 1 Lol SRoto] AF-AE/ =gARE WolA dig MB|AE AlEst
< FHoltt. &2RlelA o] I50] AAE HS sdtte =
7go] Sltt. oputE WA B 27t i ##<] ofjol.
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wy | A7 Jma 5
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E9E € 715k B9, IT, JARl 5
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HQ 2L & oo EAE oHo]
94 5 AL ol T CISEISE
SERE R

A= 129, (2019). eyt SAZAAZAA; L 4.

SREAA SR e i) upe, o] BREAA SAA 7
B 465 9000~535 B000% 0.2 #4111 SIthHE, 2019).

oo
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r.°.."
ol
p L
=
)
o
(=
114

M BRELE S o] et B4 BALGEE 317} o
22 Aolch. choRt EREFE 489 Ada £7 5ol that 24
0] QlowAl, 7120 L EBATA A REAE 3402 SA
9] wholty. 97k Mot BRBLE SARY] Fri A4S
EEEEES | 8]9 4 52 5 F4KE o],

A8 E9E0] 1)
Qutet BRBAAFAA F2 2 oA, B
ELE S 478~548 Jo2 415t Urk. o] AR AR
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o] 1.7~2.0%l S, FHo] 66.7% o4 33.3%Ec} 2u) 72
o wet

B 4-3-1) et SASEH SML 72
(294 %)
= 9| 1 9| 2
SHSEH SR} = 469 538
(FIZX} he| HIZ) 1.7) (2.0)

Asz: 4. 2019), Srteh SREYAAA T2 34,

Lt eh=2| SHELS SAK} SHS AH

T, AKX }%‘H 8 A}o o= &l ﬂr%}i AUt motE fiEE
O] A= FEd EHE LT SAKA Aol 20199 =8 E Y
o] ‘et ZHEAHAFTAAL FE G o AE, SHELT SARY
A4 A5AH)0] 1009H oleteh= SHHIE(36.5%)°] 7FE =3kt
3009HY 23tk SRHIES 3.6%0 IH 1, € B A5 AEHd

wo] APZIA| o] =B Elo] k. AR ulzheleo] A%, teleHr]
A7} 99.4% o], FAH| A 7ARE 61.5%9] T 9Lk, ol A g
o Lo QoA Aee FHel 2w

9
oIAY TEARo] Fofolle EREFZASAAL HiF2o] ARt
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B 4-3-2) SHEGH SAKE AlRE 71 Hig
(T 38, %)
H A 422 34.4 52.6 70.1
tfRiex 102 275 53.9 71.6
ot SAlbe 98 10.2 37.8 48.0
- 2|~ 97 19.6 34.0 54.6
SN 125 70.4 77.6 98.4
A 300 Oft 129 21.7 37.2 50.4
A LA 40~50CH Of5t 214 39.7 59.8 74.8
! = 60CH Ofat 70 44.3 58.6 91.4
O i 9 11.1 55.6 77.8
e I ofst 325 34.2 495 68.6
& T2HE O 97 35.1 62.9 75.3
A= 2% Ofat 150 44.0 68.7 79.3
7 = 19 272 29.0 43.8 65.1
F: BRBA) FAA) A1 719lege] A9, B HYE) B o) mATE Hek]
mefat 2 glo ol59] FuIIF 714 WS Yuisste v Aol ik

>~1

= 429, 2019), Syt SAEAFASARAL 2 4.

mlm

REAA AR FRAF AL 52.6%2 FAHL ek, 1
o] gtk ZHlol A BRBAA FAAET A EAoIA fARE

PACsgoldl A FuAF A WA FUAF AR
(72.6%)°0 1) WS- e AAolct. o] olefFolE BAo] Ataln
A A2ES FASAA o) A T YA A AR Y
oA WiAIE 7Hse] Eor], Ao LFAS| stz 7%
7hs4o] &rh.79)

e

3 do
0_9.

78) 23] AMEARAY] 4R} AFEE Al A7 =5AY] ARBIRE 7Hd bﬂ_’é‘} A F&
A BUALE 43 AQiE™oz olst AERd AZAY FR sHE o5y 9ok
o] HiAo] W2d 5 59 Flofl IRIAF 7HIAT} 447 B AAT ﬂ_i oAtE T
et ofof gt AAHQl 227 BAghe AFokaL itk
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A AAH 02 ERE T HREA ST YSolE BAR 2ok

o159 wFUGE FHNA BHG 42E AR} ol 0|50
2 ntAs}] ol @A she Aofagle] w3 gk,

oz QI8 BAELFL ABAY wEWAY AAR EL o]

of2igo] ik, 1 I HETA, S ATIH B A

744 $7 S0l ABAQ wEWAK: 27 7] thRolt, o] Qs

0

_

o, YFEEA FHOE AT
o] Sic} 3] EAELE $AHE] WA 294 WAL

2t YU OECD 3jg= HIEE 3o HaHT X ARl - |A
EHA| EHE SXI0 Cfst HEHE X FSH2Z79)

OECD B9IFE FIME ARE 7152 A 27 A4S
A7 Fo S ok A 7} Ak, g0 Bl
e FlolAe] DRAYGE B 497} vF Fog oo Zefst
A8 B4 AFAZCNN 2G A} Ak ASEAZ B
sl eokel A 2. o]2lat OECD B|UFEE AQ729} w527

F

pa)

79) olal W82 OECD (2018), Pensions at a Glance 20189 &% W& #arslo]
89F gt Aot
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Fefollx 9] g7l WErF Zefistal = HFAAHR] 2ok &
1sl], B]#EE =5 (Non-standard work) £oFoll A #Hulst g A1

Aol HIEE EAL9) vlFo] A L8O 0.5~3%0] B
2 H]5o] BeolE, FuEe] uls) B AiSo] Mg Fejo] 2z
ol B9 sk Aol Bk HolAd Fa4o] AX L ek

oY Mg 22 FY0] F4tow Q5] Y18 22t 4AY Aol
o AA7 B8 mEAcE oAl Lol BAES] 7]uk 4 A
27410] TjE OECD SA%59] ARAE 48 B3 Afuy the

©) FAF FA ERFE TR AFAE 28 A

2 SolA Lefel i BhFo] 2A sttt B, mago]
E17) 591 el 4 ) o] Bulollis S wleA 2
SHIL Gl BE B shfolch. B4 Uut B4 LSS H 9ol 2
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melRA AFS AIste] FAMHIAE Agst e, ol og

= 930k = AdBFR JARE ol AL TR & 5 Q1=
7 =30 = 575t Sl Aol
S, I FAF BA] EE =TARE 7129 YA AARR)
2 SHAR] s AR FHE6HL At o5 71 =1
ailleurs independants”)A 8 7IYT A, +g7150] 52 4=
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w7109 Bool ERE wFA] o] vl chepsle] o5 A}

3% Bl B3t HF 24o] ezl vt gick. 201690 BAE 1=
FHAE 915 A= WEol =Yuett. o] Wl mEw Az Ay
6000 £:29] Sgjo] i FAF =HEAL HYRES o] gron,

o] Ql8) AT EEIF A1)2] A= WAPEA] et

A7 L5 OECD $ATEY f4F €4 BRE w540 AFA)
E A AHE ARG g Pl FPAYY SRELE S
3 BEAES 0 Aels) BomA, 2o SRE SIS
% gl ot hee SR AEE EE SR A ek,

. glo| ZHELE ZAKI S HSAK : 2019¢ "TEHSI
OlE 7Ksst 2EXZ0| 25t X|&!,80)

7L M8 HiE

2019¢ FHAHED)Y TEstaL A& 7hedt R et X
(Directive 2019/1152 - Transparent and predictable working
conditions in the EU) ;2 A2 1-EFE ] &3 22 a5AF2]
Halo] tfg-5t7] sl AP = U HEeA 1A} g 2L L
S "= 18049 A&7 S olEA FoEMN, R AFAA A
& 7Fse dYet Al A HE 5ol #et ESAAS st Sl o]
3t oA 1-8B/A Y ST EULEN ESHAES 4%t
517] 915l o]&-2 | 3o] mFAE QI

80) ol 82 28 YYRAAS rTUN Y% B4 (1338),00 428 HHAY
o BRBLF AR 5 HIA,S Aoklo] Yelalnee




404 OECD ‘3t =0l H= o FRXE AMIY 240 7155t ME2 280 AXRIE st Gaviied 2ot

19914 109 14 vE "FH At A2 ARBALR Stolg 118
AT A&He 2221e Z=AHEmployees)oll RPYAIA AW A5
St Y55 5k 19919 TR A A3 o] L2A7} obd =
AFA A= FEEA] Pot ERE =5 5 MELE LE&FHE HS5

717} oliSict. oleiat EAHE wetely] 919) vteld 201949] TEH

l_r
of
>
oN
19
2
olo
N
o
o,
filo
t
o
o
=)
2
H1
4
of,

S A% H5 T 182



RIA% 312 LSAIEC] OISTIEC} A%t AISIBO| ChASH| ist SHERIE JHH Wat 405

ct. 20198 "EHSL! O Viset 22Z40f et X|EL2| AN

AZAIF E= T H] AlFEA A Al AN workers) 7
TR RN FE nE SA 52 HHHSE ¥R uielsie]
o EREES 52 YHACE Hoshs WA A 37 WA ew
T e EAEY A8 TS HESke WA, SeHEES
ALl A7) B4, 5L FARZEARR} o] A39] FHolA B

7]“5@1’ SR e A oA = F
WA AFH 37 A FolA, s BAH

o 48 TS AEshe A SR WERARAS] TS
L3t e AF Ao A £ —rjlﬂ HYE HAATOo =N EREET 5 A
S92 A WY W) A HashA o o5}

< o
of F{O
I:l

i,

i%

k1
)

s

30 =

T

o
H
i
pch

L5 SARAE Ho5H7] 93 BUS A3 45 OECD

N
o
ng_&:
0y =
eI
r X

Q:
il
—Eii%
1B
o
rrlr%
r%mlm*
ﬂllo>%m“:4
o =
B 2
OlrlﬂH-‘
AR =
rf‘“”
e
WQLOGJI]
4>%ﬁ
il
igﬂo_l
HFO
éOlDll
HT oflh

oS g o
W o
Eﬁ‘

o
o
g
r,
o F
Rnd
il
i)
0
e}
o
w~ M
o
)
Hu)



3l
~ ol
gr M
K ol
o &
ﬂw
ad 1o
i
& T 1y
ROTH )
ol = Kir
4
ml <k
o U &
R A<
_._._.__._._m.ou
rd NE wo
50 I o
M oFl
<K K

H4= H|1™H

Z2At Z300]| LS Bels X[ Hod

%

1. ILHF X7 IRIXNEPE

Aol =Rlds ARAIdlel BAEHe 2N 227

s

AAH o= o)

[5it) A Az
EREETRE

2 wejo]
ieto g

zH
2H

%

LSS
L.

o 7idg

Rik=y

]

HFASMA =%

o
s

= 2d

E(FFRE ARRIEY, sold]lol of

=
T

’l,

2~
nn

471927}
7}

=1
o=

I
X

Ao eS|

Sz ol&
tar Qo 4

9

=
“

5]

A} w2A 5

EAEF =

AUt

F Ao

4

A

=13
=

=2 9

5l
=

CI*)

L =
o] oldspr} A2tekd 7ol £

=13
= -

of met Bew AdS

TFAH LR HilA 4

=]
pun

=EA

=
—

Efol] wt

S ABHA 7] T Q) 23 L EA1A)

& Qi wEAE Bejot w4

AL, AT 1A =EA

2 I35 24 =54

7g-o



=

()

A3

o
8.4

St

I= <l

°O

A0 2 YEUAL 9l e

sh} WY, =

]

1o
R
25

I A A4 A
=]

=

=

o}

=

1=
T

A SAAY] RIS 7HIES 52.6%%

%
Pl 74 8ol

°O

Bl Ex]H]
A7t

3 FA

O

s
=
JLE

A3

of H]

R

-

AT} 3t LSAIAO| O|Z7ACQt 4Xt ARASIH| CHA{SIZ| I8t SHSHIT WM visk 407
ojx Eolo] HEF 100%

A 2242 9
c

ny
or

fof, AJ7E AEujo} 2k
34 FAQdAere] @A BA), A7

A=A RS A GA =

°

_?—’I

=

=2

[ O it
S

te) Feldols Bpal, #7102 A ot
O

A7t

427} A
&
o

s
L

Sz X

==

5}
2. Iz &R
A=

AR g

3flo]

O

Ry

A

St
HE

2 XY CHAL AMH

1)

724

=

3
HA A A

o] weH

L
7l &

5

ER L ER

3

o

A =9



408 OECD ‘3t =0l H= o FRXE AMIY 240 7155t M2 280 AXRIE st Gapiied 2ot

£ ARERO| wet Debd 4 k. AT Mw 242 2%
HABEE AT B A A7A Bl E dRalelxE X YUst
= ueto] HHAY 4 ek, who], S —ZLEXH 715 £5%
2 7o) Y512 A BRE AHY Aol ALE A7 Tigt

BEE AUE 128 5 ArHEAE 9], 2019). WA o] HI Y=
SREAA SR FL TUAT 71U A, B FUAT AA
A A% 7R BRgo] njet Eelo] HARE 100% Hesis A
7Q18ks Bl 7] Gtk AEzo] Wi Ao ARt He BT
A9 527 ngR A9 e méa} o= oaaa xﬂﬂ o] 91

olEidt WSS FUHOR VY AL, SHHOR FRAF P
| dhat BEE Ago] Wash Bolc. grolelae] et BHR
o R M7t BN b HeR
8~504 AG7tARte] Wit 7he) 717ke] 1045714
ool 30.571%e] Bpsht, B3| Frolela
SRk 7RIS Gl A0 sl x gict:
SqIok3gwo] DB 4 Avlo] oJshel, BHR groleiRte] g4
= 71E459000] 502k ofsfolu, 741717k OJA] i L 1 mjg
9 A% et QeI 91, 2019), o HotIRel 254
2 Afstel A S Fuo] DR b A0S 2T 5
2 SE 49, A7129 WA ALAT F27h 5T Relr
T BER Bl BER AU T A9, AL 259
Aok T SwlA FHL SR 5 JeAkE 1L hTFL 4
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Lt FUAT Balz X[ orE AQH|IZ S8

RS
HI
E
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)
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0
=

HY= 1% EHO} I groe] ARl A S5, 44, {4 o=
Aaf FRAT FRAAAE FUAT 7HIAE = F5-E AN
B &571%0 wet BAR9| 50%E Adste 495 st
2021% Bl 20249714 =RIAE A 97HdAe] Eew 50%E A9
FodEE 2849 TFRE (E 4-4-DF Lk A= 2w A
ﬂwxw &AL 7Pl AfA o] Aot te A2, =
Tl AG7IRe] a5 disf 2018€ 258 7|E02 F3|9q4H
A9 FEATISE 7HAE A8 Hizeltt.
81) ol3} 8- £49(2020b) FHANAF AT F4E AT FAYFe] 58 H8
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B 4-4-1) MAS XSPIURH B2 K0f| T2 AQRHY: 2021~2024
29k 2, 29D

=T 2021 2022 2023 2024

X|S7IUR} HE 4
zolAs O[3} X% 711t 159.6 159.6 159.6 159.6
HEg K| ZCHARE 109.2 109.2 109.2 109.2
QXY 565 587 609 632

A ZBPFgRA20190), " SBlld S U IPSHER I8 R4T%5(20200) 1K ARKE:

@ H3 g A it 2(&4sk 94D
HYR A gt 20fMe FUAF 71ER5EY0] AT F
AaE ofslel A G7IRIAE MY dom Age 490 A g

F2ot £ QYU AR ES St

B 4-4-2) S| 71EASEY Ofoh X ASHIA9| 29 £4(2018. 12. 7|F)

(S A, g, o, AD

X o8l 4 ol 3 oy
502k Ojgt 54.6 86.4 381,313 46.1
502602+ 151.6 64.3 545,274 43.4
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(B2 2] L2 27}9| 12F 3} (Employment rate)

[Figure 2a—1] Employment rate of 55-59-year-olds 2000-2019, %.
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Source: OECD 2020b.

(Figure 2a-2] 60-64AM 9H=9| T8 3 F0| Employment rate of
60-64-year—olds 2000-2019, %.
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[Figure 2a-3] 65-69AM ¢Z=90| 188 sl ZFO|Employment rate of

65-69-year—olds 2000-2019, %.
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