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The effects analysis of private pension subsidy

Old age poverty rate in Korea is 49,6% which is the highest among OECD
countries, To deal with the problem, Korean government introduced basic
pension which is paid from the government budget. However, basic pension
expenditure will become 100 trillion KRW in 2040 that will be a serious
financial burden for the government. Moreover, basic pension could not be a
fundamental solution for old age poverty problem.

To cope with the aging and old age poverty problem, developed countries
such as Germany and New Zealand are giving subsidy to private pension
subscribers which gives strong incentive to accumulating pension fund. For
example after introducing Riester pension in Germany, the number of private
pension subscribers has grown to more than 16 million within 10 years and in
New Zealand, during 5 years, after starting to give private pension subsidy,
private pension participation rate has been increase from 20% to 65%,

We design a simple private pension subsidy model and assess the policy
effect. We find that, if Korea implement the private pension subsidy policy,
One KRW subsidy will lead 2 to 3 KRW pension savings and increased pension
saving will reduce old age poverty rate up to 6%p. We also find that though
the government will need to spend up to 10 trillion KRW a year to practice the
policy that spending will be smaller than basic pension expenditure,

We also provide detail suggestions such as criterions of subscribers and
some rules for financial institutions and government to implement the policy in

Korea,
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T ool oj WG AFS HET Rt ek skt

ATAZ Rl tigt BxT AE oju] ElolA Al <18, BT} 44}

& (2013) HA] L=mufid
dlo8 & B-8sto] £5E919] FEE ARSI o5 B A Al ol59] &54
50| ol s BES ANtsto] FH anE st SRt ol e ef
&5 0 A Aol S SRaL vl 8510 =0 o] FofRA] ehdtrh= 7
AP el digt B Age] v a8 B et A4 Y4
(2016)¢] 75 & &= Sk & A= ARE dlolEE EEste] AuASel F
Ut AAIE diw] maprE 2|4 136804 Z|Tf 8.05Hjof] o] Ettal 5T
As &5AS X B AR ofskAtel tieh avkE J1=sHA] ¢
AL gAe] avks BARTRE AV itk 3Rl £50] kRS HA|| o
of B AF=E AT - A2 - ARml2016)9] ATE =
T Ol & e AR S TTRE £50] Fas HA| nA|e a3t
4 S as HA|| v|R|= &yt
T S & A7 R e B A0 efas HA 1]
A= G ARSI AR & A AR el tiet Rag AgEdE 4
T A2 ofEhs HollA & Agtehe the Wk od+tet st & AtellMe A
BAT] FAE Bste] Hag Ag AlE B A A4as 3 dade +19l
AsIoATh. T1E|aL AR Aol thigt By A Al vl =T
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SU2 feluEel RV R A, B A 22| ARIdE] 35 ef

S5 WA AAS FEST k. 159 FHAFE JT7I0]

L ERdT 5o s 5 9k, 232 Seleie} iR HHddes 2R

ek 352 Jfelo] ApEkA o 2 A9lal olAge] sftaitt. o]

Fo| wFAE wAo| giie gsiglont BN 2001

Ae7hES &l P A daE EUste] 359 QA= dEtstar Sl
]

SR eSS HAS 97 AR 72Tt il dee 2Ydiehe e R

AgkstA v o 2= F4&9 AR Q1S A AT HHEAE = = A
o A =Y SA AT Aol nuiste] L27] ZHAIA S A=
AFEA TS AFoks FapA] (Pay-as-you-go) 02 QFE|IL §)
o] ofjAto] = QL EslE 013 20000 o YlA} 1000
S Ao s, 2030W0l= 437 9] AaS AEHlor & AR A
o] A EAI7F A1 S ATHBMGS 2003). 41213t KLof] Z71= o

Srln 271w olod Ao dphEo] 20064 71 HA ot % ASlR R v
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ael At Bxa N

Fol 41%, o] F FA AT B mE0] 19.5%0] 0|2 ARollA] o o AR
VFE E7FssIth= Hl thet A4 ST 7E B4 SitK(Seeleib-Kaiser 2001).

o|2f3t 13|14 F7iol whet EYARL 200131} 2004 AFTNEZA S S
AT 454 7FIARe] ASAEo] 70004 203040l 58506714 Btk
oAl FRATe] HEREe g7IHoR ok Ao oifge] wekSchmachl

2004), THAT FAES AYor g A ATGoR S| $8f AH2

1T

Ao ol BHRES Aok gAEdES =atr.

o

of

(a8 1-1) SUo| LSAE HEHA

A3t =y

A& F74] 9)(2017).

L. 2|AESE
1) 2lAEEFe =

ShA] ARt HEeF o] ofg] yzlolA] At Sog Qlel Hi}A(Pay-as-
you-go) 0.2 SJul= FA AT A&7 B ARRA ol digt ZAI7F A7
Ejo] FA AT 71 Ha0t vHEo] AR Is Aot FAHAL o HEHEe] 4
$ HAATE oFsieiilon, AUEE AR AT 7S ARtk AoR &

Hge] RELE WA, KU oA BHATS 45T AHATE Jotel
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© A LA, Al=E Fol AR AT M AAlsks Zlo] obde e

= Atk AR AT 7S fredtthe SHollA A Aust 7 AR de
S W] Aol & Heloh

SUO| SIS Bs| e AR de B A2 2001d dEEE F
3 =R oH A B AR O] % Wl ARS| HARE 2 Walter Riester2] o]
oA Riester(Z|2H) a2 dFTHO8t 2|48 ). Aa7ig el uet 52
Flo] AVHERA else o] EURT AH7IES FEeR(Certtied) THAAIE
ol 2le ezl dfet Rst Agol AN AT ZRIA) BT 4
%ol7] Sl e 20 FEA A S ol PlEee] BRI FA
T aRe WIS Jo]] GRoltk, webd THAF 7elAto] 2l iEdF 7}
Q8 BT S oA 4 9ieh el el TRRIfele davdelel]
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o FHATE] 48 FY B A0 sk UckBMAS
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Aol s AP e AgsEel EAIBIAT. ARt BlAE dmo] 71 AR IEt A
ot A2 Algs gt = WA AAlsgEn Haago] 4 dEo] =1
AlAIEE o] Bagroh 2 7-olle L Atk AlAss o2 Ag3ith= otk

SR R0% B 4w gk, elaTage] FRes A, 5
A7 Hel} ACHe] 2014), Sel7k 5] AR elaE AL Ajele) A
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A, e)2E AT Hof L dIfolS A 7

—[o

ole} L2 BAE AT AFE AS7IES S v o] 8ok = 3l SA,
ES

2B AT F 915 2700] 17BN 712 Bl o = Aol et
Soleh. B4, 604 olF UAIF 45 7Rs Hlo] FH 20004 3002 A
1, 7QlAe] 2 Beloe] (0fRE EEBhEo] 71dxe] 7ol iehe ZYL.
AR, FAApe] e Aol AnE, EASH % ZESele X A% 5
o] AFE, Ee AFYE AFAE T4 otol ek ofek FHte) ]S T

NAl Alsslof shes Fsto] FARlol theh A Al oF-5 ZFxsklch. U
L opAE 9 el e(A k) AR 1084 s e R wEslgich &
shRlo o]2fdt Thedl 2HY] o] % e AE Ag 7HIRE = A ST

4) Hxg 3l 7Rt

2| AE AT ZHRlFdT Bag A 2002W5-E 2008W7HA] HRlH o
AR et 200240l & 25 F 1% 52542 FU 7Hig ol
20068 F 450] 3%(Hd 1,57542)2 123 20080l F A50] 4%(H o)
2,100-2)712] Z7Vslgiet, B - A 20024 7HIAL 3 AR 7 712
B2 3898, A 3 AR B2 460-520|d Zo] 2008l A7F 7] EE %
= 15492, A 3k Al B2 185928 ARl T3 2008 o]

SRR AR o dfsliA= A & AR 30027 Al EE T

(H T-1) 2|AESZ JIQlotint Hxz St}

. JeI=T JlEEES | AlUEES | ASSAbie
- EASZ% | (82/%) (8=2/2) (8=2/99
2002 1 38 46 525
2004/05 2 76 92 1,050
2006 3 114 138 1,575
2008 4 154 185 2,100

A} Axel Borsch-Supan et al. (2012).
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27| HAAT At o= 7ol 223 st e HEE AR EAA =
ARSI Eo, AR ) 9 B SIS ol o gl 2
2lAE e 7Hlo] ARt o, AT B SR gl 7=l A &
2he v A7 E A Aol 7HAE o] Q= Apolls BB AT 7o) 7hssit.

(B I-2) 2lAEAES 7IcHe

253 2aUAC It =53 DS )

o FAAFl e LA} 0 FAATN 1S B AU

0 AYEAY, A2 0 FHAFl 71 He] 9 ghrort,
2 Age] 7elslo] Gl Ll
A4}

0 FRUL T FT 45 % o FRUAT AoTFA%

0 BT 5o U AARRRE | 0 A ZEAHASY 40052
u]ghou] Atsligu] wAo] St <t

0 FHATIYAA U= AGYR | 0 BAwFAT SR

0 3|l e AU 0 AFEIRE B2 BA|sE e

0 HAE W) o A 5 A o 34

O AAE L2ZAHH4] 400~800-8-2)

O AR SHEANLS 40092 u]h
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0 Aol A BrHsA

0 Z/|EFokE, A5 AAST
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A 7% - {4(2016) AT,
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B S= PN =g

PlaEel BAF A WAL 7 BA0R 250 ethE Ao HolighGe
A w5 B0 A2EF felshES AAE0] ek, EF, HEUH AAHE] &
o maEFe 2§ A A Trgolo] HaFRTt WS 557t IS
G- Qe o] A9 Al TPl HAFS et FAE AFTFE
Sol 0] elaEeld 7l gelo] ZolEA) GhES shich ) o)t AdHo

= 25 T HEad 253A4 T R e Addsi=s g Al

= T
O =0

2] 4B TR QT A5 An(HT) 21009 2|2E 0] 71t
o}, o, 15452 (0] 29 3089)0] AR 7|3 vrd Telm A7t ol 7
9 A B AR 1855220089 o] A0] A A 3 AR 30082)8 4o
O 4ahA Hek, e /9IRS F 250] 400 2,10082)) HFshe 7t
ool BAETS W Uk BNEEOR Helsh Hiot ofud A<, 714l
Folo] djgk 2534 Folo] 2 Aol AETAR AT SEFolA] BxT
o W Folnka Z7b AAlEle e 4= ik, R, Baege) Fojo] Byl

F 259 065 W7 B 9ol HATE E Sgsh 71UARe ofo] Hsto] 4

(1 =, %)
au b= 7= ) Mg ) HlT
o4t ojgt oA oot ZM | Z|cH
- 8,354 - 16,708 0 0 -

. 8,354 13,469 16,708 26,938 14 24 Ag37t
= 13,469 52,881 26,938 105,762 24 42 Ag37t
= 52,381 250,730 103,762 501,460 42 42 IS
250,730 oAk 501,460 - 45 45 THAAE

Zb&: hitps://en, wikipedia, org/wiki/Taxation_in_Germany#Income_tax_rate_in_2015,



shle] APEIiE BT Ha

AAE 500052 o]a1l FAl 7HIAPE 7|12 2F-S 3sted 022 2
OIS Hlshd HATE AAE 7500002 oA TAaES BAIRE e Fol
O] g 7| 98] 2Qlg s 1946725 Fdsiof gt 18]l Bea
2okt Y AEH AT 7HYEd AAls A5EATE 7hssich o, ERaa) olF 4
35 2] Sl 253A| sl oz ks Al Bxgate] polukEat sk
oA Ao g 7R ol E Haadt 2534 F o vt
e Aelsh= 23 sdet avs de o Sk

A& 501, vlE - FAYoIHA e F £50] 500022 735 71 Hae

o
4> "
o
v

154425 25 $9517] 9I5h A5 7FYHE 5,0007-29] 4%3] 20020}, o,
A ZHIE A2 291 s Fgl 602 7| EE R 154728 vl 2142
7F e o] - e FY F T vl A 7IIE Y 2147 = S 7
HHEFOR FRR 154727} Hof of 72%7) "), Wi, FUjt Al &
°] 75,0002 2 AAE] 42%]] ¢ 7| HEg wEE A% du 7dedS
g1 21004827} E|aL o] F BEg 154722k 714<1 A8l 776,555
£ AR 903fr=0] A A e WA HaL o]E AefRt 1,197/=2E 2<lo] A |
Asfor it

EGE F A7E Qs AR F 450 50005221 7] &7Hg ] 49 F A5
4% SfFShz 7HUE A2 20020 AW Fof| sk 7] EE 2e 30820t
A HEF 3709ENOREE & (7852S HEFoR SElsle] i Il
200425 dolAA "t ol2jdt A B £3S $jet B4 Rl 60
RS G = F 2laEds HYEde Ragdt 22 Faads B
EI3t 73827k ek wheha A 719) 5o S Had BlEe 7380E 5 6782
7} |0y 920%7} Fr},

BloF, U 7170 450] 75000429 A9 71 WA £3L U7 94 7}

5) AEIAZ 2100v§01] FHAN LS T3 0.429F ZHrETNO] su0) IS ALE|ATAE
(Solidity tax)S 37 7O 903027 H. o7 HERF 154G2E W FHuEel
7765925 F7H Mlasldes gsHA H.
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e ARl 2,1003427F F|aL o] F K5 7|5 Bag 308729k A B
o 370425 AlQgh 1422725 2elo] 2 ddallof it ofuf, 7Hial
2,100520] tiet A5FAR AAE= SR HRGRTE 22 o] ng M43
02 2t g WAk o=t

2 AEGE AEFe] HETAAE TABHA] gkom, =7 A] dge] AR
of i3] A5AIE Fakelct o o, 2005 7150 AT Q] 40%E TAAT
oA AL L R] Q1 =] A} 60%= ZHRIAEA ol ZhA|eh o] HTt, ThAc
A} Bl-8-2 2020@71A] Sutch 1.6%p4] ZHAxstal o] 5 0.8%pA] Z4xste] 20409
o= A el Ao sl TAIFHE 20159 AR SEska Q= 2B AT
ohEt A e Hle-S 76901,

(# 1-3) 0lZ 7952l 450 ME 2AHSFE Halg & Exg
(o)

% = q
e e e N I =1 - N

5,000 154 - 60 214 - 72
15,000 154 - 446 600 - 26
25,000 154 - 846 1,000 141 30
40,000 154 - 1,446 1,600 432 37
50,000 154 - 1,846 2,000 672 41
75,000 154 - 1,946 2,100 777 44
100,000 154 - 1,946 2,100 777 44

b5 BAA] - 0]AR2(2011).

(HE 1I-4) 5 X471 Js 79 450 ME 2|AHYZE 28z 2 2xg
(&9 7=, %)

Xx = g|
Mz AS | slzena | Aiesg | mewer | (| RS | dipauis

5,000 308 370 60 738 - 92
15,000 308 370 60 738 - 92
25,000 308 370 322 1,000 - 68
40,000 308 370 922 1,600 - 42
50,000 308 370 1,322 2,000 - 34
75,000 308 370 1422 2,100 - 32
100,000 308 370 1,422 2,100 14 33

e B2 - o] AR(2011),

6) Axel Borsch-Supan & Christopher Quinn(2015).
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Thof 2B Aaa 604 oo siAfslal AHas 2= 745 AREREH 9t
Hag 52 AAEES dhdsfor etk weby A S +8chks B-t=

S At} E3F FEQlE0] A9 20014d AE AT B9 A= 10,000~50,000
FERIHA] 73l 65AI7HA] ARz Aglshe Zlo] 7hssiit). sHAIRE 2008
HAg 2B Aae] EYEHA W J nlelE fIek Q1E B Ade A U=
2 sfiofo] 7sdke s 7Sk

A= =9 27]ols da 787k d™oll =2t A5 20007H4] dAE 21=0]
7Fsstlon UMAl= 418 daez sRsof oL, 20059 o]F dAlgo=
e = e vlgo] HPFe] 30%E S7FsFcE 12]ar 200619 E|Z] A 7Y
Aog Jyrt $YT APRE AEUA Hol FAol Rsks dAao FAo]

6.5%4 = Z71sAc

TRRERe 2, FolEs A AT A5HAEe] dFE AiEez gol w= Ad
9] F2E AT 7H)E F28E7] 218l 2008 F-El= 264 o)A 2B gl 7+
= 79 719 Al 200925 A F3kaL ik

Cf 2|AEgze| dutet ot

[

1) A HY

In

2B AT AT 54 FEOoEE= TR 24 2 AIRAIGE 7IYE 55
4= ek, Bl AT 7RI Ak 20019 BAE AT =Y G4 1409 1
o]t 20059 5009k W& Holxlom 2016\ 1457] A 1,6487F Hof| o] 231
Ak, AA 7HIA = A= =Y 27158 2004d714] 4~58E T ezl A
£ Holthrt 20054 o] % wh2A| F7lsk= FAIE Holal Qlek o]t Mok 2004
Y EaE AT AE1S 243 7 RS Oesisly] thiEo & BRItk Axel
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H. BOrsch-Supan et al 2012). 2|2 AF AleFFed ARG+ 2016H
TA HFA o] A 2/35 AA|FRAL o HEA|Fo] oF 20%, F=E2|E ¢
o] oF 10% “18]3L 22§ AeFo] oF sns -Gk et e dEe] Ak EE
APEREE Fol8 AT EE 7P 2 HISE ARIEkAL e HEAIRY] AR A
Aoz slesla Qlied] vl ASAk] HIE-L 20059 ©]F 2006 fROT Z
7K & g0l RAEAL Qlek. 23A R 79 5% S TS| FrAIshL Qe

o] Zel2| 2 E Q1 4] 20081 o] F Fra) ek olek

(HE 1-5) 2|AESF 7IUIEE TIUXE 0]

B3zt 2872t ek ZEAB|AE] _
Az = = = = &
e | HesS | 4 | Hes | U | dMRs | 4 | He=

2001 1.40 | 100.0 | 0.00 0.0 0.00 0.0 | 0.00 0.0 1.40
2002 3.08 | 90.5| 0.15 4.4 0.17 5.1 | 0.00 0.0 3.41
2003 3.53 | 89.0 | 0.20 5.0 0.24 6.1 | 0.00 0.0 3.97
2004 3.81 | 87.8| 0.21 4.9 0.32 7.3 | 0.00 0.0 4.34
2005 486 | 854 | 0.26 4.6 0.57 | 10.1 | 0.00 0.0 5.69
2006 6.56 | 80.6 | 0.35 43 1.23 | 15.1 | 0.00 0.0 8.14
2007 845 | 779 | 0.48 4.4 1,92 | 17.7 | 0.00 0.0 | 10.86
2008 | 9.29 | 75.8 | 0.55 4.5 239 | 19.5 | 0.02 0.2 | 1225
2009 | 991 | 74.1| 0.63 47 263 | 19.7 | 0.20 1.5 | 13.37
2010 | 10.49 | 725 | 0.70 49 282 | 19.5 | 0.46 3.2 | 14.46
2011 | 1099 | 71.3 | 0.75 49 295 | 19.2 | 0.72 47 | 15.42
2012 | 11.06 | 70.1 | 0.78 49 299 | 189 | 0.95 6.0 | 1578
2013 | 11,01 | 68.8 | 0.81 5.0 3.03 | 189 | 1.15 7.2 | 16.00
2014 | 11.03 | 67.7 | 0.81 5.0 3.07 | 18.8 | 1.38 85 | 16.30
2015 | 1099 | 066.7 | 0.80 49 3.13 | 19.0 | 1.56 9.5 | 16.48
2016.1| 10.96 | 66.5 | 0.80 4.9 3.13 | 19.0 | 1.59 9.7 | 16.48

A SUAYALS|=5-542016), hitp://www, bmas. de/DE/Themen/Rente/Zusaetzliche-Altersvorsorge/
zusaetzliche-altersvorsorge. html,
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QO 1-3) AXgE SFE 7IE
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(E 1-6) 2AEEZ Bx2 X2 MERIE

Rl XZE=Z(A) EX=(B) 2X=(C=B-A) NERUSIHC/A)
2005 521,917 1,762,749 1,240,832 2.38
2006 1134339 3,635,886 2,501,547 2.21
2007 1,445,688 4,834,565 3,388,877 2.34
2008 2,543,300 7,815,500 5,272,200 2.07

A}&: Stolz and Rieckhotf, 2+ A%,
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Axel Kleinlein 2012).
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9) OECD(2013), Pension at a glance 2013,
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A& OECD(2014), Pension outlook,
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Ct 7191SEHel gat 3 71Xt
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1) 71912l Hut

71918 w9 olF 7|91EN SR} S W AR Ao R e,
7191530 =) A3 71 Sk 71 i ol 9lont 20131 B 1A Ak
2145 o] o] & B ZNSIGIEE. 1R} 540) FHeS HAHOR BolEm
QL= ol 71915 74 7RsF WA 7RSOl A 71119
aho Folak 4= ik, 7195w 9] o) 200 50]8l AFARIT F191 44}
L 20134 65%= ASS Ax 2 ARt 7|92 =98 FAHE AR A
A Speoll 2 ahe 9 5102 B 4 Urk(IY [11) H2),

(HE I-7) 7|22 714Xt = &7t F0|
() =, %)

T 2008 2009 2010 2011 2012 2013
=2 7}lR; 716,637 | 1,100,540 | 1,459,942 | 1,755.932 | 1,966,444 | 2,146,843
Al 7FIRE - 383,903 | 359,402 | 295,990 | 210,512 | 180,399
A= S7H& - 54 33 20 12 9

A& Inland Revenue(2015),
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A}&: Inland Revenue(2015) AF2E HIEFO 2 A|GLAL,
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A} OECD(2014), Pension outlook,
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A}5: David Law et al(2011),
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71912 HelRe 2ok 75%) Fole} 71l el ow 2wt A
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11) David Law et al(2011).
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Q 1-15) XS7IY At & 7HUHAR(Opt—out|E
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A}&: Inland Revenue(2015).
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il 2008 2009 2010 2011 2012 2013
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=7 137,762 221,045 | 245,898 | 249,549 | 255935 | 249,872
=718 - 60 11 1 3 2

2E: s 24 (2015).
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(B 1-10) =ut 29| SAEAEFE ASUAE Hlw

l —

(912 %)
PAZS il Co RSy P AVN NS i =) s i CA S (= N s =)
= Gross mandatory Net mandatory Total gross with Total net with
public and private | public and private voluntary voluntary
;‘;’Hﬁﬁz 05/ 1 | 1505 1 1505 1 | 15/05| 1 |15
Germany | 37.5 | 37.5 | 37.5 | 53.4 | 50.0 | 49.0 | 50.0 | 50.0 | 50.0 | 65.6 | 64.7 | 63.7
Korea |58.5]39.3|29.3|64.3|45.0|34.4|58.6|39.3|29.3|064.3|45.0|34.4

A} OECD(2015), Pension at a glance,
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