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Long Term Care: How Big a Risk?  
November 2014 – Center for Retirement Research at Boston College 

The brief’s key findings are: 

• Long-term care is expensive, but only 13 percent of single individuals over 65 have long-
term care insurance. 

• Previous models of care usage appear to understate the risk of going into care and 
overstate the duration of care for those who require it. 

• If long-term care is a more likely, but less expensive, event, fewer people may benefit 
from insurance than previously estimated. 

• Our analysis shows that it is optimal for only about 20-30 percent of single individuals 
to buy insurance. 

• This result strengthens the finding of previous research that Medicaid crowd-out can 
explain why most households do not buy insurance. 
 

http://crr.bc.edu/wp-content/uploads/2014/11/IB_14-18.pdf 
 
 
Income and Disparate Death Rates  
November 2014 – Center for Retirement Research at Boston College 
 
The differences in Americans’ longevity, depending on one’s income level, are striking. The 
annual death rates for 50- to 74-year-old men and women with the lowest earnings are more 
than double what they are for high earners. This gap in life spans, which is well-documented in 
the research literature, has been growing with each new generation.  A recent study digs deeper 
to uncover specific ailments, such as heart disease, that may be driving the growing disparity. 

http://squaredawayblog.bc.edu/squared-away/income-explains-disparate-death-rates/ 
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Pension Cuts Could Hurt Worker Quality  
November 2014 – Center for Retirement Research at Boston College 
 
Cuts in public pensions taking place around the country could reduce the ability of state and 
local governments to recruit and retain top-quality workers, according to new findings by the 
Center for Retirement Research, which sponsors this blog. Economists have long argued that 
pensions and worker quality are related.  Pensions, like paychecks, are a form of compensation, 
one that particularly appeals to workers with the foresight to value financial security in a 
retirement still decades away.  And these are often better, more productive workers. 

http://squaredawayblog.bc.edu/squared-away/public-pension-cuts-hurt-worker-quality/ 
 
 

Measuring retirement savings adequacy: developing a multi-pillar approach in the 
Netherlands  
November 2014 – Journal of Pensions Economics and Finance 
 
The Dutch pension system is highly ranked on adequacy. These rankings, however, are based on 
fictitious replacement rates for median income earners. This paper investigates whether the 
Dutch pension adequacy is still high when we take into account the resources that people really 
accumulate, using a large administrative data set. A comprehensive approach is followed: not 
only public and private pension rights, but also private savings and housing wealth are taken 
into account. Summed over all age- and socioeconomic groups we find a median gross 
replacement rate of 83% and a net replacement rate of 101%. At retirement age, 31% of all 
households face a gross replacement rate that is lower than 70% of current income. Public and 
occupational pensions each account for more than 35% of total pension annuities. Private non-
housing assets account for 14% and imputed rental income from net housing wealth accounts 
for about 10%. Some vulnerable groups, such as the self-employed, have below average 
replacement rates. Results are fairly similar to results found in the UK, indicating that we should 
be careful in evaluating the adequacy of pensions systems on the basis of fictitious replacement 
rates. 

http://journals.cambridge.org/action/displayAbstract?fromPage=online&aid=9403374&fileI
d=S1474747214000341&utm_source=First_View&utm_medium=Email&utm_campaign=PEF 
 
 
 Which plan to choose? The determinants of pension system choice for public school 
teachers  
November 2014 – Journal of Pensions Economics and Finance 
 
This paper examines a natural experiment in which Washington State teachers were offered the 
opportunity to choose between enrolling in a traditional defined benefit (DB) plan and a hybrid 
plan with DB and defined contribution (DC) components. We find plan preference is weakly 
related to estimates of the relative financial benefits of being in either the DB or hybrid system 
and strongly related to teacher age. Importantly, we also find that the majority of teachers 
prefer the hybrid plan, and that teachers opting into the hybrid plan tend to be more effective 
based on student output measures of teacher productivity. These results suggest that policy 
shifts toward pension systems that include DC options do not necessarily make teaching a less 
desirable profession, particularly for the most productive employees. 

http://journals.cambridge.org/action/displayAbstract?fromPage=online&aid=9410483&fileI
d=S1474747214000353&utm_source=First_View&utm_medium=Email&utm_campaign=PEF 
Do Public Pensions Help Recruit and Retain High-Quality Workers?  
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October 2014 – Center for Retirement Research at Boston College  
 
The brief’s key findings are: 

• Research shows that pensions help recruit and retain high-quality workers; thus, 
cutbacks in public pensions could hurt worker quality. 

• One indicator of quality is the wage that a worker can earn in the private sector. 
• Using this measure, states and localities consistently have a “quality gap” – the 

workers they lose have a higher private sector wage than those they gain. 
• The analysis shows that jurisdictions with relatively generous pensions have smaller 

quality gaps, meaning they can better maintain a high-quality workforce. 
• The bottom line is that states and localities should be cautious about scaling pensions 

back too far. 
 
http://crr.bc.edu/wp-content/uploads/2014/10/slp_41.pdf 

 
 
Primer: Home Equity – Retiree Income  
October 2014 – Center for Retirement Research at Boston College  
 
Americans who are 62 or older had an estimated $3.6 trillion in total equity locked up in their 
homes in the first quarter of 2014, according to the National Reverse Mortgage 
Lenders Association. A new primer suggests they should start thinking seriously about using it 
to generate some extra retirement income. The primer, published by the Center for Retirement 
Research at Boston College, which sponsors this blog, discusses two ways retirees can use home 
equity to generate income: by downsizing into a less expensive house or condominium or by 
taking out a reverse mortgage. 

http://squaredawayblog.bc.edu/squared-away/primer-home-equity-%E2%86%92-retiree-
income/ 
 
 
Debit Cards Beats Cash as Budgeting Tool  
October 2014 – Center for Retirement Research at Boston College  
 
Plastic or paper?  Americans have spoken. In 2013, they made $4.1 trillion in purchases on their 
credit and debit cards, according to the Nilson Report – and that figure keeps marching upward. 
Some researchers view this as a dangerous trend.  Plastic cards, they contend, 
put distance between a man and his bank account. Without the tactile sensation of handing over 
one’s hard-earned cash, it’s easy – too easy – to spend money and harder to save. 
New research out of The Netherlands has an entirely different take on the cash versus plastic 
debate. The study, based on a detailed Internet survey of nearly 1,500 Dutch people about their 
financial habits, shows that they view the debit card “as the better expense monitoring tool.” 
(The study compared cash and debit cards, excluding credit cards.) 

http://squaredawayblog.bc.edu/squared-away/debit-card-beats-cash-as-budgeting-tool/ 
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Multiemployer Plans – A Proposal to Spread the Pain 
October 2014 – Center for Retirement Research at Boston College 
 
The brief’s key findings are: 

• A small, but significant, number of multiemployer pension plans face insolvency in the 
next 20 years – despite actions to reduce benefits and raise contributions. 

• To avoid insolvency, a Commission with representatives from plans, employers, and 
unions has proposed allowing plans to cut accrued benefits of current workers and 
retirees. 

• Critics are concerned that such a tool is unnecessary and would unfairly hurt plan 
participants, particularly retirees. 

• Our analysis of one large plan suggests that the proposal would improve overall 
participant welfare, but leave the plan operating largely on a pay-as-you-go basis. 

• Thus, before approving the use of such a tool, regulators should have access to detailed 
plan data to ensure not only solvency, but also a reasonable level of funding. 

 
http://crr.bc.edu/wp-content/uploads/2014/10/IB_14-17.pdf 
 
 
Phantoms Never Die: Living With Unreliable Mortality Data  
October 2014 – Pensions Institute 
 
The analysis of national mortality trends is critically dependent on the quality of the population, 
exposures and deaths data that underpin death rates. This paper, using England & Wales 
population data by way of example, develops a framework that allows us to assess data 
reliability and identify anomalies. First, we propose a set of graphical diagnostics that help to 
pinpoint anomalies. Second, we develop a simple model that allows us to quantify objectively 
the size of any anomalies. An important conclusion is that bigger anomalies can often be linked 
to uneven patterns of births in cohorts born in the distant past, leading to errors of more than 
9% in the estimated size of some England & Wales birth cohorts. We propose methods that can 
use the births data from these cohorts to improve estimates of the underlying population 
exposures.  

http://www.pensions-institute.org/workingpapers/wp1410.pdf 
 
 
The Liability Market value has a benchmark in pension fund performance 
measurement  
October 2014 – Journal of Pension Economics and Finance 
 
Often performance of pension funds is assessed based on the development of the assets only, 
neglecting the simultaneous development of the liabilities. This especially is the case in 
Switzerland, one of the world's largest markets for corporate pension funds. We create a new 
liability benchmark for referencing the asset performance. Measuring the asset performance 
with respect to the liability benchmark yields the Asset-Liability-Result. We apply the model to 
(i) the Swiss pension fund market as a whole and (ii) an individual Swiss pension fund. With our 
new approach, we are able to show that the pension funds’ recovery from the recent financial 
crisis took much longer than the value increase of the asset portfolios suggests. We strongly 
advocate the use of a liability benchmark for analysing the entire pension fund markets’ 
performance and specifically as operational tool for individual pension funds. 

http://journals.cambridge.org/action/displayAbstract?fromPage=online&aid=9395248&fileI
d=S147474721400033X&utm_source=First_View&utm_medium=Email&utm_campaign=PEF 
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Pension Savings: The Real Return 2014 Edition  
October 2014 – Better Finance for All 
 
As stated by the European Commission in a 2013 staff working document, “the crisis has 
increased savers’ distrust in financial institutions and markets”8. Similarly, the latest EU 
Consumer Markets Scorecard9 again ranks pensions and investments as the worst consumer 
markets of all. The present report documents a potential component of such distrust, namely 
the poor performance of private pension products, when inflation, charges and taxes are 
deducted from nominal returns. It extends the geographical coverage of an initial research by 
Better Finance entitled “Private Pensions: the Real Return” published in June 2013. Belgium, 
Germany, Italy, Poland and the United Kingdom were added to the initial group composed of 
Spain, France and Denmark. It also extends the period of time covered in order to measure 
performance from 2000 to 2013, as far as data was available. Thus, the Better Finance research 
now covers 75% of the EU population. 

http://www.betterfinance.eu/fileadmin/user_upload/documents/Research_Reports/en/Pen
sions_Report_2014_FINAL_-_EN_FOR_WEB.pdf 
 
 
Financial Capability Near Retirement: A Profile of Pre-Retirees  
October 2014 – Filene Institute 
 
The retirement landscape is undergoing a tectonic shift, and the resulting earthquake threatens 
the well-being of working Americans. Now, more than ever, everyday workers are on the hook 
for their own retirement planning. In 1985, four out of five employees of midsize and larger firms 
participated in a defined benefit (DB) or pension plan, while only two in five took advantage of 
a defined contribution (DC) plan like a 401(k). Twenty-five years later, only 30% of employees 
were still in pension arrangements, and more than half had DC plans (Employee Benefit 
Research Institute 2011). Both DB and DC plans have their merits, but this unrelenting shift 
means that those approaching retirement increasingly must understand and plan for their own 
financial needs. By and large, they are not very good at it. 

http://media.wix.com/ugd/a738b9_78b587a2660346d2af2271dd6cb3ad26.pdf 
 
 
The Market for Lemmings: Is the Investment Behavior of Pension Funds Stabilizing or 
Destabilizing  
September 2014 – Pensions Institute 
 
Although they are long-term investors, UK pension funds have not earned a positive long-run 
liquidity premium on their investments. This is because their investment behavior is driven by 
different incentives. Pension funds mangers fear relative underperformance against their peer-
group, which encourages them in the very short term to herd around the average fund manager 
who turns out to be a closet index matcher. Further, their short-term objective is to rebalance 
their portfolios when valuation changes across different asset classes cause portfolio weights to 
violate investment mandate restrictions, while their long-term objective is to systematically 
switch form equities to bonds as their liabilities mature. Overall, our results show that pension 
fund investment behavior might be less stabilizing than previously believed. 

http://www.pensions-institute.org/workingpapers/wp1408.pdf 
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