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1. Background: Aging and the provision for retirement, 
some old questions asked again

2. Volume of savings for old-age provision under
various behavioral assumptions

3. International diversification of these savings

4. Global spillovers of pension and labor market
reforms
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R2=0.49

Source: OECD



Earnings-related tier DC tier Funds
Max. benefit Coverage Contribution

(% avg. earnings) (% 65+) Type Funding rate (%) % of GDP
(1) (2) (3) (4) (5) (6)

Australia 27.1 78 None 9.5-12 102.2
Austria 28.2 11 DB PAYG 5.7
Belgium 29.0 11 DB PAYG 5.0
Canada 18.5 34 DB PAYG 70.8
Chile 14.7 60 None 10.0 62.3
Czech Republic 13.1 DB PAYG 7.3
Denmark 18.5 88 None 12.0 42.1
Estonia 14.4 6 Points PAYG 6.0 9.5
Finland 20.8 47 DB PAYG 48.7
France 25.6 37 DB/points PAYG 0.4
Germany 19.0 2 Points PAYG 6.1
Greece 29.0 19 DB PAYG 0.1
Hungary 11.4 1 DB PAYG 4.0
Ireland 34.7 17 None 52.3
Israel 24.1 25 None 15.0 50.5
Italy 21.4 32 NDC PAYG 6.0
Japan 20.1 2 DB PAYG 29.2
Netherlands 27.1 100 DB FF 148.7
New Zealand 40.1 None 18.8
Norway 31.0 22 NDC PAYG 2.0 8.1
Poland 23.9 12 NDC PAYG 2.92 18.2
Portugal 30.4 59 DB PAYG 8.9
Slovak Republic 24.4 3 Points PAYG 6.0 9.8
Slovenia 17.8 17 DB PAYG 3.9
Spain 33.9 28 DB PAYG 8.8
Sweden 23.2 42 NDC PAYG 2.5 9.1
Switzerland 21.2 12 DB FF 113.4
United Kingdom 16.5 27 DB PAYG  8 99.6
United States 17.3 7 DB PAYG 83.2

Basic tier

Tiers or
pillars
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North West South East

Well-being: CASP-12
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1. Prevent poverty

2. Solve sustainability issues for the „normal“ worker
Pay-as-you-go part Fully-funded part

3.  The long-term issue of low fertility

Retirement Replacement
age rate 

Index both
NDC

Life                   System
expectancy dependency

Mandatory Voluntary
(occupational)           (individual)

Solve governance
problems

Means-tested base pension

Education
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Price signals: Wages and capital returns
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International capital flows [%GDP]
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Material living standards (2005=100%, detrended)
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• PAYG vs. FF? DB vs. DC?

• Domestic vs. international diversification?

• Of course (?) mixture of systems but which weights?

• How to cope with heterogeneity?

• Political feasibility, political repercussions?

• On which basis (=behavioral assumptions, 
parameters, data) do we make such policy
decisions?

• Will it work (=do the people do what „we“ think is
„best“ for them)?
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Replacement rate of 
PAYG-DB pension 

systems



Note: Neoclassical time consistent behavior
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Labor market reforms (retirement age +2, education -2, 
female LFP = 90% male, unemployment = NAIRU)

Support ratio Capital stock 

  
GDP per capita Consumption per capita 
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1. Myopia & procrastination: less savings

2. Higher interest rate; PAYG-DB advantages

3. Lower international capital flows

4. Global spillovers from structural reforms



1. Liberalism vs. Paternalism. Evidence.

2. „Conventional“ structural labor market reforms

3. Saving: Nudges etc. (UK vs. SE vs. DE) 

4. PAYG-DB advantages

5. Globalization in terms of aging
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