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(] Melbourne Mercer Global Index0j| 2|8t 7} DE2

(O Adequacy, Sustainability, Integrity
Grade | Index Velus | Countries | De

= A first class and robust retirement iNoome system that delivers good
i i tuinos benefits. is sustainable and has 2 high Level of integrity
HNether lard
g =00 .qum:h:n )
Tradar - A system that has a sound structure, with many good features, but has
- 575 ;‘M‘:*" soume areas for imp that diff ates it froem an A-grads system
Canada
= UK
Ce s
Bt Chile
usa
i A system that has some good features, but also has major risks and for
g shortcomings that should be addressed. Without thess improverments,
c S0-60 - ,:'mrw its efficacy andfor long ' bility can be qus -1
Singapore
France
China
Korea(Southy | A ¥5tem that has some desirable features, but also has major weaknesses
o 35-50 ! and for omissions that nesd to be add 1. Without these imp
japan ments, its sfficacy and sustainability are in doubt
Inchia
E <3c - A poor system that may be in the sarly stages of development or
& NN s tert System.

It &: Mercer(2012). ' Melbourne Mercer Global Pension Index
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In 2012

P coit of averige eamings A. Amount of non-contributory,

basic pension benefits!

Per cent of average eamings

50 | 50
45 45
40 - 40
3% BiNln a5
30 30
25 25
20 20
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10 10
5 5
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1. As a per cent of economy-wide average earnings.
2. As a per cent of the population aged 65 and over.
Source: OECD (2013a).
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In thousand people
Population Insured persons Pension reciplents (over 63)

18-59 Over 65 Old age Disability or survivor

() ®) (€) CiA 0) 0B (3] ]

2013 32316 6138 203% 631 1782 20 23 38
2020 31305 8084 20367 649 2764 2 547 68
2030 27415 12691 18627 67.9 5194 409 1173 92
2040 879 16501 16823 707 8972 544 1774 108
2050 21045 17991 15479 736 12310 66.4 2187 122
2060 17730 17622 13573 766 13857 786 2230 127

Source: National Pension Research Institute (2013).
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Population aged 65 and over as a share of the population aged 15 to 64
Per cent Per cent
920
=] 2012 +==+ Averagein 2012
80 W 2050 —— Average in 2050 180
70 70
60 160
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10

]
JPN DEU SWE FIN DNK EST AUT GBR HUN CZE CAN NZL LUX ISL SVK KOR TUR
ITA. GRC PRT FRA CHE BEL ESP NLD SVN NOR AUS USA POL IRL ISR CHL MEX

Source: OECD Demography and Population Datal
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As a per cent of gross earnings in 2012!
Per cent

Per cent
35 — 35
30 B Employee [] Employer = 30
25t 25
20 [] 20
10 I I 10

|||

0 0
@ £ X -4 £ T 0O X = ﬂ:b—l-zzluﬂ._l(z
GEE333dF8 355323 PR EENREES

1. For 25 countries as some OECD countries have no separate pension contributions or private pensions only.
Source: OECD (2013a).
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Key policy recommendations to promote social cohesion and well-being
Reducing poverty, particularly among the elderly

o Target the Basic Old-Age Pension benefit on the lowest-income elderly to ensure that
they escape from absolute poverty.

o Increase the coverage of the National Pension Scheme and maintain the replacement
rate at around 50%. Raise the contribution rate to meet rising pension outlays

o Expand private savings for retirement by accelerating the introduction of company
pensions and strengthening personal pension plans
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Immediate priorities to reduce elderly poverty

The top priority in the short run is to improve social welfare programmes to ensure an
adequate minimum level of income for the elderly. The 2014 legislation to double the BOAP
to 200 thousand KRW (about $193) per month, while keeping the coverage virtually
unchanged,? would raise government outlays by around 1% of 2012 GDP over 2014-17.
Although there is no estimate of the impact of the expansion of the BOAP on the relative
poverty rate of the elderly, which is 49%, it is likely to be limited, leaving the poverty rate
far above the 13% OECD average. Moreover, it is uncertain what impact it would have on the
share of elderly in absolute poverty.

Inasmuch as the BLSP has not achieved the goal of ensuring that all poor have an
income that at least matches the minimum cost of living, the BOAP could play that role for
the elderly. Given the budget constraint, this would require narrowing the coverage of the
BOAP to provide larger benefits to the elderly below the minimum cost of living, in line with
its stated goal of aiding the “financially distressed” (Yun, 2013), so that they can escape
absolute poverty. As poverty and income inequality are much higher among the elderly
than the working age population, narrowing the BOAP’s coverage and increasing its
benefits is appropriate.
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Immediate priorities to reduce elderly poverty

The top priority in the short run is to improve social welfare programmes to ensure an
adequate minimum level of income for the elderly. The 2014 legislation to double the BOAP
to 200 thousand KRW (about $193) per month, while keeping the coverage virtually
unchanged,’ would raise government outlays by around 1% of 2012 GDP over 2014-17.
Although there is no estimate of the impact of the expansion of the BOAP on the relative
poverty rate of the elderly, which is 49%, it is likely to be limited, leaving the poverty rate
far above the 13% OECD average. Moreover, it is uncertain what impact it would have on the
share of elderly in absolute poverty.
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Inasmuch as the BLSP has not achieved the goal of ensuring that all poor have an
income that at least matches the minimum cost of living, the BOAP could play that role for
the elderly. Given the budget constraint, this would require narrowing the coverage of the
BOAP to provide larger benefits to the elderly below the minimum cost of living, in line with
its stated goal of aiding the “financially distressed” (Yun, 2013), so that they can escape
absolute poverty. As poverty and income inequality are much higher among the elderly

than the working age population, narrowing the BOAP’s coverage and increasing its
benefits is appropriate.
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Income Distribution of the Elderly and
Desirable Income Support Directions
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2060 22.6 69.3 0.7 16.1
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