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Social security 
 “Portability of Pension, Health, and Other Social Benefits: Facts, Concepts, Issues”, Robert 
Holzmann, Johannes Koettl (2011), IZA DP No. 5715, http://ftp.iza.org/dp5715.pdf 

Summary: Portability of social benefits across professions and countries is an increasing 
concern for individuals and policy makers. Lacking or incomplete transfers of acquired social 
rights are feared to negatively impact individual labour market decisions as well as capacity to 
address social risks with consequences for economic and social outcomes. The paper gives a 
fresh and provocative look on the international perspective of the topic that has so far been 
dominated by social policy lawyers working within the framework of bilateral agreements; the 
input by economists has been very limited. It offers an analytical framework for portability 
analysis that suggests separating the risk pooling, (implicit or actual) pre-funding and 
redistributive elements in the benefit design and explores the proposed alternative approach for 
pensions and health care benefits. This promising approach may serve both as a substitute and 
complement to bi- and multilateral agreements. 

ISSA: Social Policy Highlight: International initiatives to extend social security coverage, 
http://www.issa.int/Resources/Social-Policy-Highlight 

This Social Policy Highlight looks at two separate international initiatives with a common 
ambition to contribute to the extension of social security coverage. Attention is given first to a 
new strategy for the extension of social security coverage developed by the International Social 
Security Association. Analysis is then directed at how this complements the joint United Nations 
agency initiative to build a global Social Protection Floor. As this Highlight explains, the goal of 
both initiatives is universal, affordable and sustainable social security. Available in Arabic, 
Chinese, English, French, German, Russian and Spanish.  
“Social Security's Financial Outlook: The 2011 Update in Perspective”, Alicia H. Munnell 
(2011), CRR Boston, IB#11-9, http://crr.bc.edu/images/stories/Briefs/IB_11-9_508.pdf 

Summary: The 2011 Trustees Report for the US Social Security system – unlike that for the 
Medicare program – contains no surprises, which may explain the relative lack of attention it has 
received in the press. Despite reduced revenues and increased benefit claims in the short run, the 
system continues to face a 75-year deficit equal to about 2 percent of taxable payroll. This brief 
puts the current report in perspective and discusses some recent developments – the restoration 
of the cost-of-living adjustment, the impending exhaustion of the Disability Insurance Trust 
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Fund, and the impact of the 2-percentage-point reduction in the employee’s portion of the payroll 
tax. 

“Social Security Reform and Male Labor Force Participation around The World”, Jocelyn 
E. Finlay and Günther Fink (2011), CRR Boston, WP#2011-12, 
http://crr.bc.edu/images/stories/Working_Papers/wp_2011-12_508.pdf 

Summary: This paper analyses the effect of Social Security regime changes on labour force 
participation of 50-80-year-old men across and within 13 countries: Argentina, Austria, Brazil, 
Chile, France, Greece, Malaysia, Mexico, Panama, Portugal, South Africa, Spain, and the United 
States. It finds that the tax rate has an inconsistent effect on labour force participation rates 
across countries, but the replacement rate has a strong negative effect on labour force 
participation incentives. Those with higher levels of education have a weaker labour market 
response to changes in the Social Security regime. 

 
 
“Immigrant Diversity and Social Security: Recent Patterns and Future Prospects”, Melissa 
M. Favreault and Austin Nichols (2011), CRR Boston, WP#2011-8, 
http://crr.bc.edu/images/stories/Working_Papers/wp_2011-8_508.pdf 

Summary: Immigration is transforming the U.S. labour force with important consequences for 
Social Security’s adequacy and finances. Using longitudinal data from the Survey of Income and 
Program Participation matched to rich administrative data on lifetime earnings and benefit 
receipt, we measure the extent to which non-natives’ lifetime earning patterns, payroll taxes paid, 
benefits received, and total incomes differ from those for the U.S.-born population.  We consider 
other outcomes important to retirement security, like health status, marital status, and financial 
wealth.  We also compare various immigrant groups with one another.  Our findings stress 
heterogeneity in labour force and Social Security experiences among immigrants. 

 

Pension systems reform 
Sustaining intergenerational solidarity 
This was the subject of session 3 of the OECD Ministerial Meeting on Social Policy held in 
Paris, 2-3 May 2011. The issues paper is at 
http://www.oecd.org/dataoecd/8/40/47711990.pdf?contentId=47711991 and the background 
paper at http://www.oecd.org/dataoecd/8/42/47712019.pdf?contentId=47712020 

The final communiqué noted the following points in respect of this part of the meeting:  
• While it is our objective to provide adequate social protection to all age groups, including cash 

benefits and care, it should not lead to a too-high burden on the active population. 
• Pension systems need to be adapted to demographic trends; longer working lives, higher employment 

rates and effective retirement ages would improve their adequacy and sustainability. 
• Pension reforms need to be timely in light of rapidly ageing societies and ensure adequate retirement 

income and coverage as well as financial sustainability. 
• More efforts are needed to create both employment opportunities and the employability of older 

workers as well as healthier ageing. 
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• While taking due account of the country-specific situation, diversification of retirement income 
provision, combined with improved regulation of private pension funds and financial literacy 
initiatives, may have a role to play in coping with population ageing. 

• Most countries are strengthening their formal long-term care systems. Policies supporting informal 
care should be considered as complements to formal systems but should not perpetuate gender 
inequalities in unpaid work nor encourage carers’ withdrawal from the labour force. 

 

“Who Retires Early?”, Henry J. Aaron and Jean Marie Callan (2011), CRR Boston, WP#2011-
10, http://crr.bc.edu/images/stories/Working_Papers/wp_2011-10_508.pdf 

Summary: The possibility of increasing the age at which Social Security pension benefits are 
first paid merits renewed scrutiny for at least three reasons: (1) a decrease in overall benefits 
would imply that those claiming reduced benefits before the 'full benefits age' may accept 
benefits that seem adequate when claimed but are insufficient when income earnings ends and 
savings are depleted; (2) life expectancy has increased; and (3) an enlarged labour force would 
increase potential national income and ameliorate projected future deficit. 

This paper examines differences in personal circumstances between those who retire and those 
who remain at work for pay at various ages. The findings, based on the Health and Retirement 
Survey, are that there are differences between these two groups, but they are rather small. Some 
who claim retirement benefits before the full benefits age would face serious hardship if those 
benefits were no longer available, however. For that reason, if the age of initial eligibility is 
increased, consideration should be given to measures targeted on this group.  

Retirement savings 
 “Funding in Public Sector Pension Plans: International Evidence”, Ponds, E., C. Severinson 
and J. Yermo (2011), OECD Working Papers on Finance, Insurance and Private Pensions, No. 8, 
http://www.oecd-
ilibrary.org/docserver/download/fulltext/5kgcfnm8rgmp.pdf?expires=1309223926&id=id&accna
me=guest&checksum=C2FA725E94D70EDCCA989C838E432538 

Summary: Most countries have separate pension plan for public sector employees. The future 
fiscal burden of these plans can be substantial as the government usually is the largest employer, 
pension promises in the public sector tend to be relatively generous, and future payments have to 
be paid out directly from government revenues (pay-as-you-go) or by funded plans (pension 
funds) which tend to be underfunded. The valuation and disclosure of these promises in some 
countries lacks transparency, which may be hiding potentially huge fiscal liabilities that are 
being passed on to future generations of workers.  
In order to arrive at a fair comparison between countries regarding the fiscal burden of their DB 
public sector pension plans, this paper gathers more evidence on public sector pension plans 
regarding the type of pension promise and quantifies the future tax burden related to these 
pension promises. The reported liabilities are recalculated using both a fair value approach (local 
market discount rates) and a common, fixed discount rate across all countries which reflects 
projected growth in national income. We also estimate for a number of plans from a sample of 
OECD countries the size of the net unfunded liabilities in fair value terms as of the end of 2008. 
This fiscal burden can also be interpreted as the implicit pension debt in fair value terms. 
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 “An In-Depth Look into Intergenerational Flows”, Oksana Leukhina and Marika Santoro 
(2011), CRR Boston, WP#2011-11, http://crr.bc.edu/images/stories/Working_Papers/wp_2011-
11_508.pdf 

Summary: The goal of this paper is to carefully document the characteristics of within-family 
monetary transfers in the United States, using all nine waves of the Health and Retirement Study 
(HRS). The main purpose of doing so is to summarize the relevant moments that can be used as 
calibration targets by macro studies. As of now, most macroeconomic models have omitted 
within-family transfers from their consideration. While this choice is innocuous for many 
studies, for others, such as those studying public policy reforms, or the effect of demographic 
changes on macroeconomic outcomes, omitting within-family transfers may significantly bias 
the results.  

“The Potential Impact of the Great Recession on Future Retirement Incomes”, Barbara A. 
Butrica, Richard W. Johnson, and Karen E. Smith (2011), CRR Boston, WP#2011-9, 
http://crr.bc.edu/images/stories/Working_Papers/wp_2011-9_508.pdf 

Summary: This study uses DYNASIM3, the Urban Institute’s dynamic microsimulation model, 
to examine the long-run effects of the Great Recession on the future retirement incomes of US 
working-age individuals in 2008. It compares a baseline scenario that incorporates the historic 
and projected effects of high unemployment and lower wages from the recession with a no-
recession scenario that assumes the recession had not occurred.  

The results show that the recession will reduce average annual incomes at age 70 by 4.3 percent, 
or $2,300 per person. This drop results almost entirely from the anaemic wage growth that 
occurred during the recession, which the model assumes will permanently reduce future wages. 
Retirement incomes will fall most for high-socioeconomic-status groups, who have the most to 
lose, but relative income losses will not vary much across groups. Those workers who were 
youngest when the recession began will be hit hard. They are most likely to have lost their jobs 
and the impact of lower wages will accumulate over much of their working lives. But retirement 
incomes will also fall substantially for those in their late fifties in 2008, because the drop in the 
economy-wide average wage will lower the index factor in the Social Security benefit formula, 
permanently reducing their annual benefits. Also, many workers who lost jobs late in life will 
never become reemployed. 

“Life Care Annuities - Trick or Treat for Insurance Companies?”, Zhou-Richter, Tian and 
Gründl, Helmut (2011), http://ssrn.com/abstract=1856994 

Summary: A life care annuity is a bundled insurance product comprised of a life annuity and 
long-term care insurance. Some recent studies find the two risks - longevity risk and long-term 
care risk - to be opposing and thus life care annuities advantageous in regard to pooling the two 
risks. Based on empirical data, this study discovers - in contrast to previous work - a positive 
correlation between the two risks and the presence of adverse selection in the life care annuity 
market. We also address the pricing risk and solvency risk insurance companies face when 
providing life care annuities. 

“The Impact of Deferring Retirement Age on Retirement Income Adequacy”, Jack 
VanDerhei and Craig Copeland (2011), Employee Benefit Research Institute, 
http://www.ebri.org/pdf/briefspdf/EBRI_IB_06-2011_No358_Defr-Ret.pdf 
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Summary: A new study by EBRI finds that if Baby Boomers and Gen Xers delay their 
retirement past the age of 65, many of them still would not have adequate income to cover their 
basic retirement expenses and uninsured health care costs. The research also shows that even if a 
worker delays his or her retirement age into their 80s, there is still a chance the household will be 
“at risk” of running short of money in retirement. However, the chance of success for retirement 
adequacy improves significantly as individuals reach their late 70s and early 80s.  

“Assessment of Retirement Plan Coverage by Firm Size Using W-2 Tax Records”, Irena 
Dushi, Howard M. Iams, and Jules Lichtenstein (2011), Social Security Bulletin Vol 71 No 2, 
http://www.ssa.gov/policy/docs/ssb/v71n2/v71n2p53.pdf 

Summary: Of particular interest in this article is the relationship between firm size and pension 
coverage and participation because small businesses tend to be less likely to offer retirement 
benefits to their employees than do large businesses. This relationship is particularly important 
given the current administration's retirement proposals to create automatic individual retirement 
accounts. Obviously, accurate information is important not only in formulating retirement 
income security policies that target workers without retirement plan coverage, but also to assess 
the impact of such policies on workers' retirement plan participation. 

“Defined Contribution Pension Participation and Contributions by Earnings Levels Using 
Administrative Data”, Irena Dushi, Howard M. Iams, and Christopher R. Tamborini, Social 
Security Bulletin Vol 71 No 2, http://www.ssa.gov/policy/docs/ssb/v71n2/v71n2p67.pdf 

Summary: This article examines the relationship between earnings levels and participation and 
contribution rates in defined contribution (DC) retirement plans. Specifically, the article 
estimates DC plan participation and contribution rates in 2006 both by the worker's current 
earnings and by the annual average of real earnings over the 10-year period 1997–2006. Using 
these two different measures of earnings allows us to assess whether employing a longer period 
of earnings, such as a decade, provides a better representation of pension outcomes than the 
short-term measure of current earnings. 

“Resuscitating Retirement Saving: How to help today's young people plan for later life”, 
Craig Berry (2011), ILC-UK, http://www.ilcuk.org.uk/files/pdf_pdf_178.pdf  

Summary: This report, produced with the support of Prudential, examines the financial and 
economic circumstances of young people today, and considers the role of behavioural economics 
in nudging young people towards saving for retirement. It notes the trends which are likely to 
impact on long term saving, including increased longevity, population ageing, increase in 
flexible working, and growing care needs. More enrolment in money purchase (defined 
contribution) rather than final salary pension schemes, will require individuals to bear more 
responsibility for their retirement income. The report also points out that buying a house will 
become more difficult –an obsession with investment in housing may be inhibiting saving for a 
pension. The report makes a number of recommendations.  
 
Longevity and life expectancy 
“Second International Comparative Study of Mortality Tables for Pension Fund Retirees”, 
T.Z. Sithole, S. Haberman and R.J. Verrall (2011), Institute and Faculty of Actuaries Sessional 
Research Discussion Paper 20 June 2011, 
http://www.actuaries.org.uk/sites/all/files/documents/pdf/200611combined.pdf 
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Summary: This paper contains an update to the study carried out by Verrall et al in 2005. It 
examines the mortality assumptions used in the valuation of pension liabilities in a number of 
different countries. The results are considered in relation to the underlying population mortality 
rates, in order to isolate the strength of the mortality assumptions being applied. It is found that 
there is evidence of a lack of consistency between countries, and that this has not changed since 
the previous study. The paper questions whether the differences in the mortality assumptions can 
be justified by the data, and calls on actuaries to take a more consistent approach across 
countries. It also questions whether the effect of the relative strength, or weakness, of the pension 
assumptions is made sufficiently clear in company reports and accounts. A background paper is 
also available, at 
http://www.actuaries.org.uk/sites/all/files/documents/pdf/2ndmortalitytabsv3.pdf. It aims to 
compare, separately the current mortality and the assumed future improvements in Austraila, 
Austria, Belgium, Canada, Denmark, Finland, France Germany, Ireland, Italy, Japan, The 
Netherlands, Norway, Spain, Sweden, Switzerland, UK and USA. It aims to deal with the impact 
of mortality improvements on liabilities, since one of the biggest issues going forward for 
actuaries is to explain how pension liability values are affected by changes in both economic and 
mortality assumptions. The project also aims to clarify what assumptions (such as current 
mortality and future mortality improvements) are mandated by the authorities. 

Continuous Mortality Investigation (UK) 
The CMI has published Working Paper 51: An analysis of the CMI SAPS mortality experience 
for the period 2002 to 2009 based on data collected by 30 June 2010. This is the latest annual 
mortality experience analysis of the SAPS dataset, comparing it against the “S1” series of 
mortality tables and presenting analyses of the dataset by pension band. Refer  

http://www.actuaries.org.uk/research-and-resources/pages/cmi-working-paper-51 

 

Regulation  
Nothing this month 

 

Other 
“Cash by any other name? evidence on labelling from the UK Winter Fuel Payment”, 
Timothy K.M. Beatty, Laura Blow, Thomas F. Crossley and Cormac O’Dea (2011), IFS 
Working Paper 10/11, http://www.ifs.org.uk/wps/wp1110.pdf 

Summary: Standard economic theory implies that the labelling of cash transfers or cash-
equivalents (e.g. child benefits, food stamps) should have no effect on spending patterns. The 
empirical literature to date does not contradict this proposition. We study the UK Winter Fuel 
Payment (WFP), a cash transfer to older households. Exploiting sharp eligibility criteria in a 
regression discontinuity design, we find robust evidence of a behavioural effect of the labelling. 
On average households spend 41% of the WFP on fuel. If the payment was treated as cash, we 
would expect households to spend approximately 3% of the payment on fuel. 
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