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* An international perspective
« Evaluation and assessment presented at Farmleigh in September
« Part Il on recommendations at the end of the year
« Key elements of the terms of reference:
— long-term policy

— taking account of existing debate: pensions Green Paper, National
Pensions Framework

— taking account of economic developments since these were
published
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— Agenda

* Financial sustainability

— definition; national and international evidence
 Adequacy of retirement incomes

— current and prospective future situation

— different analytical tools: system parameters,
Income-distribution data, simulations

« Coverage
— how to enhance coverage of private pensions
 Modernity
— longer working lives OECD
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Financial sustainability
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* Pensions are a long-term commitment
— promises to pay benefits span many decades

« Capacity to meet these promises is important

 What is sustainable varies between countries

 Two main concepts:
— pay-as-you-go equilibrium: balance in short periods
— actuarial equilibrium: balance over the long term

OECD
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I Long-term finances
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— Long-term finances
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Financial sustainabillity:
International perspective
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Adequacy
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Adequacy:
Income-distribution data
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e Income poverty mid-2000s
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Adequacy and
coverage of private pensions
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Modernity:
Delivering longer working lives
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e Balancing objectives of benefit adequacy and financial
sustainability

— challenges of crisis and ageing
— need to achieve both

* Improving the terms of the trade off
— working longer
— private pensions
— targeting

OECD: general policy direction

OECD
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* Financial sustainability has now become a challenge

* Retirement provision well diversified (public/
private, PAYG/funding)

* Pension system provides strong work incentives

— but continuing problem of other benefit pathways into early
retirement, such as disability benefits

« Degree of private-pension saving — coverage and contribution rates
— remains the main challenge for future adequacy @//

— 1S automatic enrolment the way forward? OECD
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* Further increases in pension age? Link to life expectancy?
o Other routes to financial sustainability:

— higher contributions (link to actuarial equilibrium) BUT negative
Impact on labour market and incentives for workers

— lower benefits BUT risk of undermining future adequacy and so
resurgence of old-age poverty

 Enhancing coverage of private pensions to close the ‘pension gap’
— IS automatic enrolment the answer? @
//

OECD
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THANK YOU

Edward Whitehouse
Head of Pension Policy Analysis, Social Policy Division
OECD
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