(privatization)

( 2000)
(Old age, Survivors and Disabled Insurance,

OASDI)






1980

Kingson and Williamson(1999)

Hosking(1998)



(Hoskins, 1998) Midgley(1996)

Aging problem is complex, multifaceted and ill defined; aging is not a
problem so much asit isa dilemma. Problems have solutions, dilemma
doni t.

~F. Landis Mackellar

(65

) 0-14 15

2030

40%



**
1960 2000 2030 1960 2000 2030
25 123 302 30.9°* 428 57.1
13.9 16.7 33.0 63.2 48.0 62.6
18.6 23.3 44.0 52.1 493 714
130 182 39.1 705 483 69.0
165 21.6 37.7 55.8 49.1 67.0
188 23.6 39.1 613 52.8 67.9
16.9 23.8 493 47.4 46.7 75.1
123 255 40.9 52.0 4838 66.3
133 26.5 483 47.9 47.8 72.7
95 243 445 56.6 472 705
- 7.0 14.8 : 615 48.1
127 235 387 59.1 464 59.8
12.7 235 41.0 55.1 453 64.8
17.8 26.9 39.4 51.8 57.9 70.4
155 23.6 486 515 496 77.0
6.7 8.9 16.2 814 57.9 4856
17.9 24.4 387 53.7 54.0 68.0
15.4 19.0 36.8 67.4 52.0 68.0
* 65
** 014 65
*x% 1961

OECD Kingson(1999)

7.5

O




2-2

1960 1995 1960 1995
19.5 22.9 15.8 18.9
19.4 23.7 15.6 19.5
18.6 22.9 15.0 18.7
19.9 24.3 16.8 19.9
19.1 21.4 17.2 17.6
19.5 24.9 15.6 19.7
18.5 22,5 15.5 18.1
18.9 22.8 17.0 19.9
19.3 235 16.7 19.0
17.8 25.3 14.8 20.3
18.1 22.4 16.8 18.9
18.6 22.0 15.9 18.0
19.2 24.1 16.5 19.5
19.3 23.9 17.3 19.8

-- 20.1 - 15.5
19.2 24.5 16.2 20.0
15.9 18.1 14.7 15.8
19.3 22.9 15.8 18.9

OECD, Hedlth Data, 1997 Kingson(1999)
(the
baby boomer) 1946
1964




2-3 60

| 2000 2030
OECD  *
16.5 28.2
15.3 27.7
21.5 34.5
225 32.2
16.8 30.2
20.4 32.1
19.8 30.9
20.2 30.1
23.7 35.3
24.2 325
14.9 26.0
15.7 22.9
24.2 35.9
22.7 33.0
21.2 29.5
19.0 33.4
15.9 26.8
20.2 29.6
19.8 29.7
20.6 30.9
21.9 30.0
21.9 31.0
20.7 29.6
13.7 19.3
7.7 16.9
9.8 20.8
10.2 21.9
6.7 18.0
6.6 15.7
18.7 24.9

OECD, Nationa Accounts, Main Aggregates, Volume 1, Januray 1998
Kingson(1999)




Kingson(1999)

65

MacK ellar(2000) (dilemma)

(go broke or bankruptcy)



(the Congressional Budget Office)

GDP
10% 2030 18%
15%
3H%  (Feldstein, 1997)
2-4
1995 189% 2040 40.8%
1995 18.6% 2030 27%
(Daykin, 1999) Borsch-Supan(2000)
28% 37~40%
(Borsch-Supan, 2000) 2-5 OECD GDP
2020
2020 2050 2050

GDP  15% (Roseveare et d, 1996)

OASDI 1935 2000 65



(trust fund)

2000 75
2015 OASDI
2037
72% (SSA, 2000)
OASDI 1999
2034 2000 3
OASDI

1.89%

10



2-4

%

1995 2000 2010 2020 2030 2040
18.9 20.9 - 28.0 - 40.8
18.6 19.7 215 231 27.0 -
13.6 13.3 13.7 17.1 235 -
22.3 23.9 258 - - -
11.0 11.0 11.0 12.0 14.0 14.0
258 26.9 28.1 314 - -
17.0 16.3 16.7 17.5 17.6 -
18.2 17.7 17.4 16.8 17.2 14.0
Daykin, 1999
2-5 GDP
%
2000 2010 2020 2030 2040 2050
2.3 2.3 29 3.8 4.3 4.5
8.6 10.2 12.1 14.4 15.0 14.9
9.7 8.7 10.7 13.9 15.0 15.1
50 53 6.9 9.0 9.1 8.7
6.4 7.6 9.3 10.9 11.6 115
9.5 10.7 15.2 17.8 18.0 17.7
9.8 9.7 11.6 13.5 14.3 14.4
115 118 12.3 16.5 18.4 17.5
24 24 31 4.2 4.8 52
29 2.6 2.7 2.8 29 3.0
12.6 13.2 15.3 20.3 214 20.3
7.5 9.6 12.4 13.4 14.9 16.5
5.7 6.1 8.4 11.2 12.1 114
4.8 52 6.7 8.3 9.4 9.8
4.9 6.0 8.6 10.9 118 115
6.9 8.1 9.6 13.0 15.2 16.5
9.8 10.0 11.3 14.1 16.8 19.1
111 12.4 13.9 16.0 14.9 14.5
4.5 52 51 55 50 4.1
4.2 4.5 52 6.6 7.1 7.0

Roseveare et al, 1996



(New Economy)
(Globalization of nationa

€economics)

1997

(Hoskins, 1998)

12



(Dominance of market-oriented thinking)

(Hoskins, 1998)

(commitment)

1980

(crisis of legitimacy)

13

(Becker)



(generational contract or

compact)

private  public (private is contrary to the word

public) (some kind of private ownership)

14



(private management) (privatization)
(the activities of public services) (the
ownership of assets) (public sector)

(private sector)

1993 2000 1980

(Geanakoplos, Mitchell and Zeldes, 1998)

(Burtless, 1999; 2000)

15



1981

1994
(Averting Old-age Crisis)

Willmore & Bertucci(1999)

(1994)

Willmore & Bertucci(1999), p.2

Geanakoplos, Mitchell and Zeldes (1998)

(prefunding) (diversification)

2-6

(CPF) (prefunding)

16




(Latvia)

(notional accounts)

National Academy of Socia Insurance

1999 Peter Diamond

(Issues in Privatizing Socia Security)

(Diamond , 1999)

(advance funding)

(portfolio diversification)

(corporate bond)

(individual accounts)

17



advance funding

prefunding

18



(Prefunding)

2-6

(privatization)

(I'ssue recognition
bonds)

(perpetualy roll  over
enough of principal and interest
to keep path of debt same as
implicit debt wunder current
system)

(unfunded liability)

(I'ssue recognition
bonds)

(make path of debt lower than
path of unfunded liability under
current system)

Geanakoplos, Mitchell and Zeldes (1998)

19



SERPS Contract out

Notional Defined

Contribution Plans

1981

20



1924
(salaried employees)

(manual workers)

1970 Pinochet

(Diamond and

21



Vades-Prieto, 1994 ; Kritzer, 1996; Thompson, 1999b; Edwards, 2000)

Jose Pinera
1980 11 1981 5 1
(Edwards, 2000)
administradoras de fondos de pensiones, AFPs
AFPs
AFPs AFPs

10% 3%

22



65 60 20

85%

1985
1995 GDP 10% 43% 2020
GDP  134%(Edwards, 2000)
AFPs
(corporate bond)
(mortgage bonds) 1985

1989 1992

23



AFPs (minimum rate of return)

(investment reserve)

(maximum)

(profitability reserve)

AFPs

1981

11%

24

1998

1980



1981 12.6% 1990 15.5%
1982 28.8% 1991 29.7%
1983 21.3% 1992 3.1%
1984 3.5% 1993 16.2%
1985 13.4% 1994 18.2%
1986 12.3% 1995 -2.5%
1987 5.4% 1996 3.5%
1988 6.4% 1997 4.7%
1989 6.9% 1998 -1.1%
11.0
Official Government Statistics(SAFP)  Jose Pinera(1999)
AFPs AFPs
(fees and commissions)
AFPs

1997

25

15.6%(Mitchell, 1998)




(transition cost)

55% GDP

18%

12

(recognition bond)

2050 2007

GDP 15-5% (Kritzer, 1996)

< 2 —» 2 > 2

31

Thompson, 1999b.

26



27



(Diamond and Vades-Prieto, 1994 Thompson, 1999b)

65 60 2010 2020

1. (Basic State Pension)
1908
20%

84%

28



(State Earnings-Related Pension Scheme,

SERPS)
25%
1995 SERPS
SERPS 1978 1961
(Graduated pension)
SERPS 20 25% 1999
20% 1988
SERPS
Blake, 1997 Liu, 1999
1.1961 (Graduated

pension)

29



2.1988 (contract out)SERPS

3.1999 (Response to the Penson Green
Paper) 2000
(State Second Pension)
SERPS 25%
15-25%
(stakeholder pension) (tax relief)
(Appropriate persona

pensions, APPs)

SERPS

30



SERPS

(mis-sdlling) 1

INto) SERPS

LEL 1997 62

Insurance) 2

(contract-out)

(bonus)

1999)

SERPS

(buy back

(lower earnings limit,

(rebate)
4.6%(Agulnik, 1999)
(1988~1992 )

1993~1996

31

2%

(Nationa

1%(L.iu,



(annuity) 75

3% 50%
25%
(capital gains) (CBO, 1999)

(prudent rule) 10%

5%

55% 40%
5% (bills and bonds)(CBO,

1999)

1986~1995 13.3%

4.6%

(Williamson, 2000)

32



(initial commissions)
(management fees) (early surrender values)

0.5%~1.5%

SERPS
50%
SERPS
25%
20%
17%

(Liu, 1999)

33



3.3%~24%

13%(CBO, 1999)

75

National Audit Office
93

(lisbility) 34

34



(mis-sdlling)

(decentralization control)

(Thompson, 1999Db)

35



Collector

3-2

Thompson, 1999b.

36




1913 ATP

1960 )
60%
50%
1984 (The Penson Commission)
2020

1990

1991

37



1994

1998 6 8

1999 1 (Sunden, 2000)

ATP

Defined Contribution Plans

(income pension)

18.5%

16%

38

Notional



2.5%

Premium Pension
Agency(PPM)

(the sole provider of annuities)

61
(guarantee
pension)
65

(Sunden, 2000)

PPM

39



(Sunden,

2000) 2000 67

Premium Savings Fund(Premieparfonden)
(Herbertsson, Orszag & Orszag,

2000)

PPM  PPM

1938

40



1938 1953
194 3-2 (Normann
& Mitchell, 2000)
16%
7500 Kronor GDP
40%
32

1938 0% 100%
1938 20% 80%
1939 25% 75%
1940 30% 70%
1941 35% 65%
1942 40% 60%
1943 45% 55%
1944 50% 50%
1945 55% 45%
1946 60% 40%
1947 65% 35%
1948 70% 30%
1949 75% 25%
1950 80% 20%
1951 85% 15%
1952 90% 10%
1953 95% 5%
1954 100% 0%

Normann & Mitchell, 2000.

41



42



Collector

3-3

Thompson, 1999b.

43

3-3




3-3

13% 3.4~9% 2.5%
(Tax
Authority)
(time 18~24 18~24
lag)
25%
(75 )

3%

(prior law benefit)

Thompson, 1999b.




1 sales
vesting
rights) 56
2
62 2%
10% 465
3%~10%
67% 19% 11%
3%

62 0 0

62~109.99 62 10% 3%
62 2%

110~154.99 62 10% 5%
62 2%

155~209.99 62 10% 7%
62 2%

210~465 62 10% 10%
62 2%

465 465 10%
465

45



William Dunn " policy mess’

46



(Kingson &

Williamson, 2000)

It syour money, your choice, your future.
~CATO

47



Egdle James Martin Feldstein

(Feldstein,

1998 Beach & Davis, 2000)

(advance funding)

(James, 1995 Feldstein, 1998)

Orszag & Stiglitz(1999)
(prefunding)
prefunding
prefunding

prefunding prefunding

48



prefunding

prefunding

Thompson(1999c¢)

1999¢)

Orszag & Stiglitz

prefunding
prefunding

Diamond(1999)

(Diamond, 1999

(Thompson,

prefunding

prefunding

49



prefunding

prefunding

prefunding

EPF)

20-25%

50

prefunding
(Employees Provident Fund,

1980



Heller(1998) Modigliani,

Ceprini, and Muralidhar(1999)

Orszag &
Stiglitz  1999)
|SSA(1998)
OECD
OECD
(ISSA, 1998) Samwick(2000) (time-series
pattern)

(Samwick, 2000)

51



(Rate of Return)

(Beach & Davis, 2000) Paul Samuelson 40

(Orszag & Stiglitz, 1999)

1964
1.97/% 1975

1%(Beach & Davis, 2000)

4-1
9~10% OASDI

2% (Feldstein, 1997; Geanakoplos et al, 1998;

52



Geanakopolos, Olivia and Zeldes, 1998)

4-1 , 1926-1996
Asset Mean Standard Deviation
S& P 500 9.4 20.4
L ong-term bond 2.4 10.5
I ntermediate-term bond 2.3 7.1
Short-term Treasury hill 0.7 4.2
(inflation adjusted)
Geanakopolos, Oliviaand Zeldes, 1998.
Burtless(1999)
%
-11%
Goetzmann
and Jorion(1997) 38 1920
5% K4

1.5%

53



(Treasury hills)
1%
Willmore &

Bertucci, 1999

GDP(Burtless, 1999)

Orszag & Stiglitz(1999)

54



Geanakopolos, Oliviaand Zeldes(1998)

Geanakopolos, Olivia and Zeldes(1998)

(trade-off)

(Holzmann, 1997)

(Ajit Singh, 1996; Thompson, 1999c¢)

55



1981

(Burtless, 1999)

(ISSA, 1998)

56



(Mitchell, 2000) Thompson(1999b)

(Thompson, 1999b)

57



OASDI
2000 4

1992 Gary S. Becker(1995)

(James, 1998; Feldstein, 1998)

Orszag, Orszag, Snower, and Stiglitz(1999)

58



(Orszag, Orszag, Snower, and Stiglitz, 1999)

Orszag & Stiglitz(1999)

(Orszag & Stiglitz, 1999)

Projected outcomes of privatization plans are, at best, untested theories,
at worst, ideological justifications.
Cornman & Kingson, 1999

(Transition Cost)

59



(trangition cost)

(implicit
pension reliabilities) (recognition of
accrued benefits) (choice between systems)

(financing the revenue shortfal)(CBO, 1999)

( contribution)

James(1998b)

(reducing the implicit debt and the
financial gap)

60



2. (recognition bond)

(compensation pension)

() (finding alternative revenue sources)

() (using general borrowing and taxation)

61



(Advisory Council on Socia Security)

40 2%
20%

(Orszag & Stiglitz, 1999)

Thompson(1999a)
40%
(Thompson, 1999a)
Thompson(1999b)
1998 0.6%
1990
8% 0.9% 1995

19%

62



60 20%

(Thompson, 1999b)

(Williamson,

2000)

63



6%

20%  100%

15%  70%

15%(Burtless, 2000)

(nominal annuities)

64



(advance funding) (reserves)

(Burtless, 2000)

(Burtless, 2000)

(borrow and tax)

65



(Phillipson, 1999;

Schultz, 2000) Ball & Bethell(1998)

(Ball & Bethell, 1998)

(Smeeding, 1999; Williamson,

2000)

66



(convergence)

(the convergence of welfare states)

Willmore & Bertucci(1999)

(economic growth and social cohesion)

67



Burtless(2000)

Bertucci(1999)

& Bertucci, 1999)

(safety net)

68

(Burtless, 2000)

Willmore &

(Willmore

(myopic)

(paternaigticaly)



(free-riders)

(Thompson, 1998)

Ball(1978) and Ball and

Bethel|(1997)

universa
an earned right
wage-related
contributory and self-financed
redistribution
not means-tested
wage-indexed
inflation-protected

compulsory

(capital fund accumulation) (investment

69



portfolio)

( Seidman, 1999)

Look before you leap.

1999 (International Year of Older Persons) |1SSA
(asocial security for al ages)

(ISSA, 1999)

70



Thompson(1998) Orszag & Stiglitz(1999)

71



If afree society cannot help the many who are poor, it cannot save the
few who arerich.
~ John F. Kennedy, 1961

72



Thomjpson(1998)
(ensuring cohesion in a modern society)

Kingson(1999)

(socia cohesion)

(overlooks its value as a source of national social
cohesion and as an expression of the contributions and obligations of

each member of the national community)

73



(community-enhancing values of the

program s defenders versus the libertarian values of its critics)

(sense of responsibility)

1994-1996

(reward for individual effort) (community solidarity)

74



(we re al in this together)

contributing

(neither liberal nor

conservative) (smply make sense)

(stigma)

Heclo(1998)

(risks)

(deeper normative commitments)

75



2000

1994

76
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2015

(maximum taxable earnings) 18%

(trust funds reserves) 40%

(diversified portfolio of common stocks)

Individual Accounts plan

5,724

35 38

2011 67
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2.Moynihan
@
- (cost-of-living adjustment)
1
- 2017 68
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- 35 38
2
- (maximum taxable earnings) 18%
3)
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- 1
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- 2011 67
- 2011 62
72 1.52%
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%
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