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Social security 
“Actuarial fairness when longevity increases: an evaluation of the Italian pension 
system”, Michele Belloni, Carlo Maccheroni (2011), 
Netspar, 
Summary: In this study, we analyse the actuarial features of the Italian pension system after the 1995 
reform. We consider the old defined benefit, the pro-rata and the new notional defined contribution 
pension rules applied to private sector employees born between 1945 and 2000. In the computations, 
we allow for dynamic mortality. To this aim, we project cohort- and gender-specific mortality rates 
based on a limit demographic scenario recently depicted by demographic experts. We compare 
findings for the current legislation with those from a quasi-actuarially fair scenario, where cohort- and 
gender-specific mortality rates are taken into account in the pension computation. The old DB rules 
are extremely generous and offer strong incentives to early retirement. Due to dynamic efficiency, the 
new NDC scheme provides less than actuarially fair benefits. As a consequence of the rules adopted 
to compute coefficients used to convert the notionally accumulated sum at retirement into the annuity 
and to update them in response to increasing longevity, the NDC scheme is more than quasi- 
actuarially fair. Periodical ex-post adjustments of the coefficients generate big incentives to retire. The 
main cause for the actuarial unfairness embedded in the new Italian pension system is the use of 
cross- sectional mortality rates in the computation of conversion coefficients: retired cohorts will 
likely live longer than what was allowed for in the computation of their pension benefits, since cohort 
effects in mortality are disregarded by the Italian law. 

http://arno.uvt.nl/show.cgi?fid=121235 

 
Pension systems reform 

“Public Pension Pressures in the United States”, Olivia S. Mitchell (2011), Pension 
Research Council WP 2011-
21, 
Summary: This paper discusses why public pensions have warranted so much interest of late, 
focusing on their financing status and reform options. Many state pension plans are underfunded, and 
while they can pay promised benefits for some years, there is also enormous cross-state heterogeneity 
and several state pension plans will require substantial new revenue and/or benefit cuts to bring them 
to long-term solvency. What remains to be seen is how the burden of returning the plans to financial 
health will be borne, and how key stakeholders will implement reforms in these systems if they are to 
return to viability before time runs out. 

http://www.pensionresearchcouncil.org/publications/document.php?file=991 

“Crisis and pension system design in the EU: Intergenerational redistribution and 
international spillover effects via factor mobility”, Igor Fedotenkov, Lex Meijdam (2011), 
Netspar, http://arno.uvt.nl/show.cgi?fid=120862 

http://www.pensionresearchcouncil.org/publications/document.php?file=991�


Summary: Many EU states have adjusted pension benefits or reformed the pension system in reaction 
to the recent economic crisis, while other member states have postponed this type of adjustment. In 
this paper we analyse the welfare effects of these different reactions to the crisis in an economic union. 
We show that flexible pension schemes spread the burden of the crisis more evenly over various 
generations. As production factors are mobile within an economic union, differences in pension 
adjustments lead to international spillover effects. In particular, countries that respond quickly to the 
crisis may be harmed by the lingering in other member states. We show that the extent to which this is 
the case depends crucially on the degree of labour mobility in the short run.  

“A review of recent infrastructure investment in Latin America and the role of private 
pension funds”, BBVA Research Working papers 11/37 
(2011), 

Summary: Latin America is enjoying a period of extensive growth. If this trend is to continue into the 
coming years, the key insufficiencies that could limit total factor productivity will have to be dealt 
with in order to prevent bottlenecks. One of these insufficiencies is the infrastructure gap. The sources 
of finance required for infrastructure projects could include a more intensive use of the major 
resources accumulated by private pension funds. These funds have already been participating in a 
number of ways in financing projects of this kind through a variety of financial vehicles. Giving more 
scope to this source of finance means ensuring an appropriate framework, which includes: making 
substantial changes in the process of socioeconomic cost-benefit analysis; transparent, effective and 
efficient auctions; a more effective bureaucracy; laws and regulatory processes that ensure appropriate 
management of the risks of the project at all its stages; and regulation that adapts to the pension funds' 
investment regime, which has a strict fiduciary role in favor of the savings of the pension savers who 
will receive pensions in their old age.  

http://www.bbvaresearch.com/KETD/fbin/mult/WP_1137_tcm348-
281716.pdf?ts=7122011 

 

Retirement savings 
“Do Low-Income Workers Benefit From 401(k) Plans?”, Eric Toder and Karen E. Smith 
(2011), Boston CRR, 
Summary: The key findings are: (a) Previous studies find that the tax deferral advantage offered by 
401(k) plans mainly benefits high-income workers, who face higher marginal tax rates; (b) A key 
assumption is that employer 401(k) contributions do not affect workers’ total compensation – that is, 
they are fully offset by lower wages; (c) however, these results suggest that additional employer 
contributions raise total compensation for low-income workers by about 70 to 90 cents per dollar of 
contribution. 

http://crr.bc.edu/images/stories/Briefs/IB_11-15_508.pdf 

 

“Retirement Age Expectations of Older Americans Between 2006 and 2010”, Sudipto 
Banerjee, Employee Benefit Research 
Institute, http://www.ebri.org/pdf/notespdf/EBRI_Notes_12_Dec-11.RetAge-HCS.pdf 
Summary: Data from the Health and Retirement Study (HRS) show a clear trend that workers age 50 
or over are expecting to work longer, which is correlated with the financial crisis of 2007-2009. In 
2006 (just before the recent recession), 11.2 percent expected to retire at age 70, and by 2010 (after it 
had officially ended) that had increased to 14.8 percent. Even at higher ages, the expected retirement 
has jumped: Just 1.7 percent of workers age 50 or over planned to retire at age 80 in 2006, which 
more than tripled to 5.2 percent in 2010. Expected retirement at ages 62 and 65 steadily declined over 
this four-year period. 

In 2008, during the recession, 22.4 percent of the workers age 50 or over said they plan to never retire. 
That declined to 16.3 percent in 2010 after the recession. Over the 2006-2010 period (before, during, 
and after the recession), another 14-18 percent of workers said they don't know when they will retire. 
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“Marriage, Employment and Inequality of Women’s Lifetime Earned Income”, Chinhui 
Juhn, Kristin McCue (2011), NBER, http://www.nber.org/programs/ag/rrc/NB11-
07%20Juhn,%20McCue%20FINAL.pdf 
Summary: Using Current Population Surveys and Survey of Income and Program Participation data 
matched to Social Security earnings records, we summarize changes in marital histories for different 
birth cohorts of women and project the associated changes in women’s own lifetime earnings and in 
spousal earnings. We find that the gap in lifetime earnings between married and single women 
appears to have essentially closed for less educated women while a small differential still exists for 
more educated women. The earnings gap across education categories has increased rapidly in terms of 
women’s own lifetime earnings. The level of earnings inequality across education categories is higher 
when marriage and husbands’ earnings is taken into account although the increase is less pronounced. 
Lifetime earnings of married college educated women diverged most dramatically from those of less 
educated single women. 

 

“Did you really save so little for your retirement? An analysis of retirement savings and 
unconventional retirement accounts”, Mauro Mastrogiacomo, Rob Alessie (2011), 
Netspar, 
Summary: We use a confirmatory factor analysis to study the relation between the importance of a 
broad spectrum of saving motives, such as saving for retirement, and saving behaviour. Survey data 
show that many respondents save for retirement in unconventional retirement accounts, such as 
investments in real estate. We show that finding the retirement motive important does not directly 
translate in additional retirement savings. We show that the annuity stream generated by conventional 
and unconventional accounts from age 65 onwards is small and that most savings are residual and are 
not being put aside for a specific motive. Also self-employed retirement savings are low, even though 
this group has generally no occupational pension. 

 http://arno.uvt.nl/show.cgi?fid=121254 

 

“The life-cycle hypothesis and differential replacement rates”, Eelco Zandberg (2011), 
Netspar, 
Summary: To test some of the implications of the life-cycle model we exploit differences in expected 
retirement replacement rates between lowly and highly educated households. We examine education-
specific age-wealth profiles at the household level. Our sample is an unbalanced panel of 16 years 
(1994-2009) and approximately 1000-2000 households of Dutch data (DNB Household Survey). We 
find that, even after controlling for permanent income, highly educated households accumulate more 
wealth during working life than lowly educated households. This can be explained by the lower 
retirement replacement rate of the former group. Furthermore, only highly educated households 
decumulate wealth after retirement. 

http://arno.uvt.nl/show.cgi?fid=121271 

 

“Early Retirement and Financial Incentives: Differences Between High and Low Wage 
Earners”, Rob Euwals, Elisabetta Trevisan (2011), 
Netspar, 
Summary: This paper investigates the impact of financial incentives on early retirement behaviour 
for high and low wage earners. Using a stylized life-cycle model, we derive hypotheses on the 
behaviour of the two types. We use administrative data and employ two identification strategies to test 
the predictions. First, we exploit exogenous variation in the replacement rate over birth cohorts of 
workers who are eligible to a transitional early retirement scheme. Second, we employ a regression 
discontinuity design by comparing workers who are eligible and non-eligible to the transitional 
scheme. The empirical results show that low wage earners are, as predicted by the model, more 

http://arno.uvt.nl/show.cgi?fid=121276 
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sensitive to financial incentives. The results imply that low wage earners will experience a stronger 
incentive to continue working in an optimal early retirement scheme. 

 
Longevity and life expectancy 
“Living Beyond 100”, Valentina Serra, Jessica Watson, David Sinclair and Dylan Kneale 
(20110, ILC-UK, 

Summary: Becoming a centenarian is arguably one of the most celebrated, if least understood, 
achievements of our time. Until now centenarians have been explored by researchers alongside the 
85-99 year old age group, as opposed to being considered a distinct and separate group worthy of 
further investigation and scrutiny in their own right. Where researchers have paid particular attention 
to centenarians, the focus has tended to be on the predictors of longevity or the size of the group. We 
know relatively little about the profile or quality of life of centenarians, or how their socio-economic 
circumstances or health and social care needs differ from those of younger cohorts of older people. 
This review aims to address some of the omissions in the literature by synthesising the current 
evidence on centenarians and examining to what extent our knowledge of those aged over 85 is 
applicable and transferable to centenarians. To address this, ILC-UK reviewed the evidence on 
centenarians, examined how the changing social profile of the oldest old (85+ years) may impact on 
future cohorts of centenarians, and developed policy implications in light of these findings.  

http://www.ilcuk.org.uk/images/uploads/publication-
pdfs/LivingBeyond100Full.pdf 

 
ILC-UK and the Actuarial Profession debate: Changing the perception of retirement  
Edinburgh, 9 February 2012,16:00 Royal College of Physicians of Edinburgh, 9 Queen Street, 
Edinburgh, EH2 1JQ,  http://retirementperceptionedinburgh.eventbrite.com/ 

London, 1 March 2012, 16:00, Institute of Actuaries, Staple Inn Hall, High Holborn, London, 
WC1V 7QJ, 
For the third year in a row, ILC-UK will be launching into the New Year with events in both 
Edinburgh and London. These events, in partnership with the Actuarial Profession, and supported by 
Swiss Re, will explore how the perception of retirement is evolving in light of demographic pressures, 
and considers whether a new understanding of the balance between work, leisure and rest in later life 
can help society to respond to population ageing. 

http://retirementperceptionlondon.eventbrite.com/ 

Dramatic improvements in life expectancy should mean that society can benefit from a ‘longevity 
dividend’ and become happier and more productive as it ages. However, it is necessary also to reflect 
on the fact that the older population is a very heterogeneous group, and the mix of services, and the 
balance between public and private funding, will vary significantly across the population. 

 
Regulation  

“How Would GASB Proposals Affect State and Local Pension Reporting?”, Alicia H. 
Munnell, Jean-Pierre Aubry, Josh Hurwitz, and Laura Quinby (2011), Boston CRR, 
SLP#23, http://crr.bc.edu/images/stories/Briefs/slp_23.pdf 
Summary: States and localities account for pensions in their financial statements according to 
standards laid out by the Governmental Accounting Standards Board (GASB). Under these standards, 
state and local plans generally follow an actuarial model and discount their liabilities by the long-term 
yield on the assets held in the pension fund, roughly 8 percent. Most economists contend that the 
discount rate should reflect the risk associated with the liabilities and, given that benefits are 
guaranteed under most state laws, the appropriate discount factor is closer to the riskless rate. The 
point is not that liabilities should be larger or smaller, but rather that the discount rate should reflect 
the nature of the liabilities; the characteristics of the assets backing the liabilities are irrelevant. 
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GASB proposes two major changes for reporting purposes: assets would be valued at market rather 
than smoothed, and liabilities would be discounted by a blended rate using the long-run return for 
liabilities covered by projected assets and the high-grade municipal bond rate for liabilities covered by 
other resources. These changes would reduce reported funded ratios for our sample of large plans 
from 77 percent to 53 percent in 2010. 

Review of IORPs: Information and clarity to beneficiaries most 
important, 
One of the main messages the Groupe Consultatif Actuariel Européen, representing the actuarial 
profession in Europe, wants to get across in EIOPA’s Call for Advice on revisions to the IORP 
directive is that generally speaking pension promises are very different from insurance contracts. 
Whereas insurers generally grant “hard” guarantees, pension funds grant “less hard” guarantees. The 
valuation of the pension liabilities should allow for this - a higher discount rate could be used in order 
to reflect the softness of the contract. 

http://www.actuarialpost.co.uk/article/review-of-iorps-1732.htm 

Hence the review of the IORP Directive should not be about just putting more money into IORPs, it 
should be about enhancing clarity and transparency about pensions - especially about their safety and 
communicating the level of safety clearly to beneficiaries. Eventually, beneficiaries will start asking 
questions which must be addressed in an open and orderly fashion, both for defined benefit schemes 
and defined contribution schemes. The emphasis should not be on whether Solvency II is the right 
starting point for pensions since in many cases it just is not feasible to require more money to fund the 
pensions. 

 

EIORP consultation ‘undermined’ by failure to cover member state supervisory actions 
on under-funded schemes, 

EIOPA’s consultation on revisions to the IORP Directive is undermined by its failure to consider what 
actions member state regulators will expect pension schemes or their sponsors to take if a pension 
scheme is deemed to have insufficient assets, says Mercer. The consultancy believes that this 
underlines the perception that regulation is being proposed, not on the basis of its suitability, but 
because it exists already, albeit applied to another industry with broadly comparable objectives. 

http://www.actuarialpost.co.uk/article/eiorp-consultation-
%E2%80%98undermined%E2%80%99-1751.htm 

 
Other 
5th World Bank Contractual Savings Conference: “Reshaping the Future of Funded 
Pension Systems” 
The conference was held on January 9-11, 2012 at the World Bank Headquarters in 
Washington, DC. Presentations are available as follows: 
Session 1: Second Pillars Under Attack: Lessons from the Financial Crisis (download all PPT in this 
session in one PDF) 

Session 2: Towards Sustainable Second Pillar Pension Systems (download all PPT in this session in 
one PDF) 

Session 3: Is the Financing of the Transitional Deficit Relevant? (download all PPT in this session in 
one PDF) 

Session 4: Panel Discussion: Are NDC Systems Working Properly? (download all PPT in this session 
in one PDF) 

Session 5: The Role of Guarantees in Second Pillars: Who Pays the Bill? (download all PPT in this 
session in one PDF) 
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Session 6: Risk-Based Supervision of Pension Funds: A Reasonable Approach for Emerging 
Economies? (download all PPT in this session in one PDF) 

Session 7: Fee Structure: Does It Matter? (download all PPT in this session in one PDF) 

Session 8: Designing the Payout Phase (download all PPT in this session in one PDF) 

Session 9: Regulating Variable Annuities in Competitive Markets (download all PPT in this session in 
one PDF) 

Session 10: Unwinding Longevity Risks in Emerging Economies (download all PPT in this session in 
one PDF) 

Session 11: Increasing Coverage of Funded Schemes (download all PPT in this session in one PDF) 

Session 12: Are Pensions Systems in BRICS Sustainable? Russia in Depth (download all PPT in this 
session in one PDF) 

Session 13: Pension Developments in East Africa (download all PPT in this session in one PDF) 

Download closing remarks. 

 

From the Squared away blog, CRR Boston 
Online Calculator Takes On Annuities 

Why Baby Boomers Can’t Retire 

http://fsp.bc.edu/online-calculator-takes-on-annuities/ 

 

http://fsp.bc.edu/why-baby-boomers-can%E2%80%99t-retire/ 

From the UK Profession Pensions Newsletter December 2011: Asset-backed pension 
contribution arrangements   
The government has published draft legislation for the tax rules for giving relief for employers in 
relation to asset-backed pension contribution arrangements. The legislation would have immediate 
effect from 29 November 2011. This follows the HM Treasury consultation that took place between 
May and September. The ministerial statement announcing this measure is attached here. An open 
forum event on asset-backed pension scheme funding is being held in London on 22 March.  

 

From the Actuarial Post (www.actuarialpost.co.uk)  
If Quantitative Easing (QE) was focused away from the purchase of long dated Gilts, defined benefit 
(DB) pension funds would have seen their liabilities rise by only a fraction of the estimated figure of 
c.£200 billion, according to research published by Pension Corporation. 

Interviews with three members of the Groupe Consultative, the body representing actuaries in the 
European Union 

http://www.actuarialpost.co.uk/article/focussing-quantitative-easing-would-benefit-pensioners-
1562.htm 

And comments on default retirement age issues 

 http://europe.nxtbook.com/nxteu/posthaste/actuarialpost8/index.php#/14 

http://europe.nxtbook.com/nxteu/posthaste/actuarialpost8/index.php#/12 
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