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... demographic sensitivity of PAYG pension systems

... how to reduce this sensitivity

... main determinants of life-cycle contribution rate




UN — population data

ILO — labor force participation data
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Contribution Rate — Annual Perspective
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Simulated Development, Germany
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Life Cycle Contribution Rate
Demographic Buffer Fund
Expected Fixed Contribution Rate

(Life Cycle Perspective an illustration




Germany (1994)
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Life Cycle Perspective
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Contribution Rate - Life Cycle Perspective
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Now...

life cycle c.r. > annual perspective c.r.

Then...

life cycle c.r. < annual perspective c.r.

demographic sensitivity
...risk for inter-generational unfairness

can be reduced
... life cycle perspective & buffer fund




Contribution Rate - Life Cycle Perspective
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Contribution Rate - Life Cycle Perspective
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Denmark vs Belgium




Belgium vs Denmark

Belgium (1994)
43.2%
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Work Years / Retirement Years

Chile Netherlands
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Chile vs Holland

[

Chile vs Holland

Netherlands (1995)
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Effect of population growth trend

Tajikistan

Kueuwrron 1o, m
pueuly =
ueder ) = £
eLysny ) m -
jrewusd /1 & = (D]
A =—— m
‘po UBISSNY ——m =
PUBLIOYION [y m
BIART] =—=— 15
BIUAAO[S == =
eLesing ——— - =
Wuﬁoam  — | S = 15}
ulen|) p=—m o) %
s s [Ee
I |
wnigeg = a k.w 1@
N == G 5 5
“doy qooz) = (==
909010 = m m
epeue) g e = o
snie[ed == C o .=
BMION [ n «mm Lau
[e8niod = =
uredg 5 a m )
sn B = |5&
Qouer] - w m
g puejog
O erensny e A m
| eruewoy h —
/] BAOPION n
1 eDRAOIS —
] ®oI0y[
pue[EaZ MON
[C—————1 puejo1]
1 ueisypezey|
1)
L eUNUIIY
BIUAUILY P
I [orIs| -
9%9TT ue)szAS1K SUOSAI] #
%0ET ueisoyile
T T T T
X X X X X X
=) =} =} = o o
© © < « Y

F AN e

ViR

Reduction of
contribution rate




Effect of pre-retirement mortality

Russian Fed.
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What decides the contribution rate?
& retirement years

population (labor force) growth
pre-retirement mortality

contribution years
turnover duration




What about Sweden?

Fixed contribution rate
Buffer fund
Indexation based on average wage growth

Financial stability secured by “balancing”

balance statement
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