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(Table 1) Main Contents of the 1°' and 2" Reform of the National Pension

First reform in 1998 First reform in 2007

60%—~40%
(immediately cut to 50% from
2008, and gradual cut to 40% by
2028)

Income
replacement rate

70%—~60%

60—65
(born in 1952: 60,
born in 1953~56: 61,
born in 1957~60: 62, -
born in 1961~64: 63,
born in 1965~68: 64,
born after 1969: 65)

Ere financial estimates
every 5 years

Legal age of
pension receipt

introduction of basic old-age

pension
Source: Ministry of Health and Welfare(2013).
o|% 20089 A22+ A AAEE =gt R=T, 2007 HFL=E QAsf 7FAZIA7]
7} 2060922 7HY oo 5] 13d AFE AoR FHEHJHEAEAR 2013). 1

2131 201392 A32F AP AAL ], 2018'd0] A|42F A7 A AL o] A= U=, A4t

AgAAALE A3} 7150] 20579 4x71E 0] 7]&2] A0 vls|| aLda|o] kg AE Zlo]
2he AW =S
(Table 2) Main Contents of Fiscal Estimation
1 in 2003 | 2™ in 2008 | 3™ in 2013 | 4" in 2018
Deficit 2036 2044 2044 2042
Depletion of fund 2047 2060 2060 2057

Source: Ministry of Health and Welfare(2018).
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(Table 3) Main Contents of the 1st, 2nd, and 3rd Reforms of the Government
Employees Pension

1 in 1995 2™ 2000 3" in 2009
Contribution rate 3.5%—4.2% 4.2%~5.5% 5.5%—7.0%
Payment rate - 2.1%~1.9% -
Leg.al age o'f 60
pension receipt
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2715 (sustainability), AHi W- A 7F B8 (equity), AE52] —.Xé’\é(adequacy)*
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(Table 4) Contents of the Government Employees Pension Reform in 2015

Before reform

After reform

Contribution rate

7%

9%(increase by 2020)

Pension payment rate

1.9%

1.7%(decrease by 2035)

Legal age of pension
receipt

up to 2009: 60
since 2010: 65

65 for all(gradual increase)

1.0% of the 1.7% payment rate

Income redistribution none S , RS
is invested in redistribution
Upper Limit ,0f monthly 1.8 times 1.6 times
standard income3)
Contribution payment 33 years 36 years(phased up from less
period limit 4 than 21 years of employment)
Minimum subscription 20 years 10 years

period for pension receipt

Reduced payment rate of
survivor's pension

up to 2009: 70%
since 2010: 60%

60% for all

Pension amount

adjusted by inflaton
rate

same amount from 2016 to
2020

Reinforcement of
pension suspension
system

suspension of
pension when
re-appointed to civil
servants, military
personnel or private
schools

suspended also for electoral
public officials and
high-income people who
re-employment in
government-funded and
donated organizations

pension suspension
is determined based
on monthly average
wages of workers
(3.38 million won)

suspension is determined based
on the average monthly
pension amount for all
pensioners(2.24 million won)

real estate rental
income is not
subject to suspension

real estate rental income is
also included in the income
subject to suspension

Introduced the split

50% of pension for persons

. none with a marriage period of 5
pension system
years or more
Introduced disability .
) . Payment upon retirement due
pension for non-public | none

service

to non-public disability

Source: Ministry of Personal Management (2016).

3) Aol
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(Table 5) Comparison of National Pension and Public Service Pension

Nttt persion Government‘employees
pension
Year of introduction 1988 1960
Reform year 1998, 2007 1995, 2000, 2009, 2015
Legal age of pension receipt gradual increase(60 years old—65 years old)
Minimum sub:scrlpnon. period 10years
for pension receipt
Total contribution rate 9% 18%
Income replacement rate
(Based on 30-year 30%(since 2028) 51%(since 2035)
subscription)
Components of pension income redistribution (A) and income proportion (B)
Basic pension qualification lower than 70% of none
P q income(up to 300,000 won)
yes
Pension payment guarantees o (article 69 of the
by the government Government Employee
Pension Act)
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(Table 6) Approach to Equity Analysis by Public Pension Plan

Factors influencing Characteristics Assuming the same Analysis
pension amount of profit ratio worker model

Contribution rate

Subscription period

Monthly income difference remove Comparison
amount of pension
; amount
Life span
Pension amount e . .
discrimination equity analysis

formula (payment rate)

ofef, 2 ATeIA AT Al ATt BBA oS WEsh] o) AANY =

HIGE AAVIIA] AF45F A 3ULte) RS U] Bagele AR ERE 7

W 5 TGRS gee] HRA(Olst Bhst /RPIIe] $UT I 2 BH A
=]

719 Al RESR: HYE ) 9L 3 oy vlaS ek B ot
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SRR F 7R 7 B AP 7] B AATAG AR ] LS| 2 et

theo Bt 4t Beisle] FRUAFY AFEL L7 UK 3
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25 F 52 gasle] FUAFT FRAAF 71YAE 20219 20 /IR B9}
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(Table 7) Contribution Rate: General Workers vs. Government Employees

(unit: %)
Pension types Contribution rate by paying entity
general employee 4.5
Public pension
employer 4.5
Government government employee 9.0
employees
pension government 9.0

TR0 FolAkAe AT A9 109 o4 7ielAle] e VIReEY + Hoprt
Zoigor oz AT VRl AZAS AR F150= 20208 71 Y o
2547 )7} BRASHIE FE0= 20204 71 A%l 5035 €) 123 711717Hn:
204 231719 9 2ol ozt 2, 20214 71 FlE 7l Agel AHAe ohew
29

(A+ B)

0.05><n)
12X P

X
(1+ T

[1.305 X P+ 1.29 X Py 4o+ 1.2 X Pg| X

o]7] A A5 A42021d A 1.305)= 20084 1.5014 mid 0.015%] 2olA
20280l= 1.22 wAEh ®3 Py, P,= 22 20214, 20224 71195, P
2028 AR 9 711¥, P=7HIARS] A 711945 UeRdith

HH, AT A5 20159 AFAIE 7HEe] ofsf AwE AFEe] 2016 °lF
HAAEEZ 1.878~1.7%Z ROIAHA 2035AREE 1.7%5 2854 Hrt. weta
Aol 20219 7HIARS] B9 AwE AFE0] 1.78%5-E 289 20359 7HIAt
+ 1.7%7t 485ct.6

b}

js

SHIGEEE Fol49] 20219 oY) /A8 AHLS Fxsh] vk
FRAATTE oIS AYLFAZA heS Fzob] vk
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(Table 8) Payment Rate of Government Employees Pension

(unit: %)
Apl;i;?ble 2016 2017 2018 2019 2020 2021 2022
Parygeem 1.878 1.856 1.834 1.812 1.79 1.78 1.77
Applicable
ear 2023 2024 2025 2026 2027 2028 2029
ParY:tl:m 1.76 1.75 1.74 1.736 | 1.732 1.728 1.724
Applicable| o020 | o031 | 2032 | 2033 2034 2035 ~
year
Payment | ) /) 1.716 1.712 1.708 1.704 1.70
rate

3, AT o] 109 o 744Ael el 2SAp) A% AFE 48)7
AZONETE (1% A9 12 D 360789 Z0t A/ DS EYsHLE. 0] w3
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N o] &) 710l Y 2=
v B o s g o 36071 eT3k 7hsh e 5
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(Table 9) Income Redistribution Application Rate according to B/A Ratio

(unit: %)
B/A Application Rate

0.2 or more and less than 0.3 300
0.3 or more and less than 0.4 216.67
0.4 or more and less than 0.5 175
0.5 or more and less than 0.6 150
0.6 or more and less than 0.7 133.33
0.7 or more and less than 0.8 121.43
0.8 or more and less than 0.9 112.5
0.9 or more and less than 1.0 105.56
1.0 or more and less than 1.1 100
1.1 or more and less than 1.2 95.45
1.2 or more and less than 1.3 91.67
1.3 or more and less than 1.4 88.46
1.4 or more and less than 1.5 85.71
1.5 or more and less than 1.6 83.33

1.6 or more 81.25
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(Table 10) Expected Monthly Pension Amount according to the Subscription

Period and Income Level of Employee in 2021(Using A-value of 2021)

(unit: won, times)

Subscription B Public ic;g;g}r’r;zt Ratio
period pension(C) pension(D) (D/C)
0.5A 197,147 234,948 1.19
A 262,862 365,195 1.39

10 years
1.5A 328,578 495,432 1.51
5.03 million 391,734 645,517 1.65
0.5A 387,627 522,587 1.35
20 years A 516,836 810,198 1.57
1.5A 646,045 1,097,785 1.70
5.03 million 770,220 1,430,099 1.86
0.5A 578,107 844,208 1.46
30 years A 770,809 1,307,455 1.70
1.5A 963,512 1,770,664 1.84
5.03 million 1,148,707 2,306,507 2.01
0.5A 692,395 1,007,230 1.45
A 923,193 1,620,396 1.76

36 years
1.5A 1,153,992 2,233,522 1.94
5.03 million 1,375,799 2,916,560 2.12
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(Table 11) Expected Monthly Pension Amount according to the Subscription Period

and Income Level of Employee in 2021 (Using 3 or 4 million won as A-value)
(unit: won, times)

Subscr'iption A B Puplic emsg;:;gn;ZEZion Ratio
period pension(C) D) (D/0)
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(Table 12) Expected Monthly Pension Amount according to the Subscription
Period and Income Level of Employee in 2035

(unit: won, times)

Subscription B Public C;omvell'gnézlslt Ratio
period pension(C) penpsiosrll(D) (D/C)
0.5A 190,480 230,341 1.21

A 253,973 355,982 1.40

10 years 1.5A 317,467 481,612 1.52
5.03 million 378,487 627,269 1.66

0.5A 380,960 516,948 1.36

A 507,947 798,919 1.57

20 years 1.5A 634,934 1,080,867 1.70
5.03 million 756,973 1,407,761 1.86

0.5A 571,440 838,112 1.47

A 761,920 1,295,264 1.70

30 years 1.5A 952,400 1,752,378 1.84
5.03 million 1,135,460 2,282,363 2.01

0.5A 685,728 1,000,925 1.46

A 914,304 1,607,786 1.76

36 years 1.5A 1,142,880 2,214,607 1.94
5.03 million 1,362,552 2,891,585 2.12
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(Table 13) Expected Monthly Pension Amount according to the Subscription Period
and Income Level of Employee in 2021 (Using 3 or 4 million won as A-value)

(unit: won, times)

Government
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period pension(C) pension(D) (D/C)
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Abstract

The people are most dependent on the public pension among the various
means of preparing for retirement. However, dissatisfaction with the equity
between public pensions is increasing due to the fact that the amount of the
government employees pension is larger than that of the national pension. By
comparing the amount of pension resulted from the benefit formula under the
circumstance that the same person joins the national and government
employees pension, we analyzed the equity between the two pension systems.

As results of the analyses, the national pension was found to be
advantageous except for some cases with long working period and high
income. In particular the results of the analysis were little different even after
the ongoing reform of the two pension systems was completed.

It is necessary to integrate the two pension systems based on the premise
that “employees in government and private sectors should not be different”,
but since both pension systems have problems with sustainability, integration
and reform should be pursed at the same time rather than integrating into

either one.

% Key words: National Pension Plan, Government Employees Pension Plan,

Equity, Reform, Population Aging





