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A Study on policies to encourage long-term
annuitization in private pension plans

Private pension plans including DB/DC/IRP and tax-qualified annuity should
supplement public pension system because retirees don't secure enough retirement
income only through public pension . However, Private pension plans in Korea have
several problems to function effectively as additional retirement income source,

First, most retirees take lump-sum in DB/DC pension plans. The pecentage of
retirees who take annuity is just 1.6% in 2016, Second, it is very easy to withdraw
fund reserve in IRP pension plans, and lapse rate is very high in tax-qualified annuity
despite tax penalty, Third, retirees prefer short-term annuity to long-term or life
annuity.,

We analyze other countries' case and conduct survey about how people change
their decision to annuitize with behavioral elements such as partial lump-sum, default
annutization option and framing,

We suggests three policies to encourage long-term annuitization in private pension
plans. First, annuity option should be the default in DB/DC/IRP pension plans, and
DB/DC/IRP pension plans should allow partial lump-sum option and use framing
technique. Second, private pension plans should allow higher tax benefit for retirees
who choose long-term annuity. Third, IRP pension plans should block fund reserve
withdrawal and, all private pension plans should endeavor to increase rate of return,

These policies can effectively help private pension plans function as additional
retirement income source, and can be a comprehensive action plan for the polity

authority,
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o 2] xt Ozt
< AN A= =0k AN = oM 7 PRt = oM
SHA| 747226 | 108335 | 476833 91,589 270,393 | 16,745
(-4 (100.0) (100.0) (100.0) (100.0) (100.0) | (100.0)
209 63,864 1,194 24511 405 39,353 789
(8.5 (1.1 .1 0.4) (14.6) 4.7)
3000 213,897 8282 | 124,746 4,008 89,151 4,274
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2. AHAIZ B7|A30| o2

QE 1-1) AXEE AETE 3t

DBH

=

Held=

7L EXg=Ee| AlE HE

Selutele] Baold AR thee AT el SaEm glon], HEa 34
A W9 2710l P AE0 2 SRRl Bk Aoltt 20164 775 9
A oV Ehkolsd A ARH40.7185h oA SHESTE AERE MR 1643766
aho] Basiod, wlalgo] Sejol 7)o A 52 76179] 9 FoA 20 312
17019] )7} o 2 4wlglek

FAK 017l D= H2okE 1Rt smivt ke Aol ARlmis
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1. SHAH|

7k =712 ElZgE ga+d HIS

Huitron(2014)2- OECD 38 87)=-9] E|R|dZ <=8 u]|2-L v w 24515}
Huitrona 5<% BIF0] & Uekz 2902, A, G=(oF-das) 74 o4,
HEes 52 #H3ton, 33 ul=h, A7RE 58 A94Y vSo] B2 VIR B

oL ek "l as $3t g o2 R,

ol

(& T-1) OECD ZR=9| Elxgia g4l H|E

ASLHAIE(%
=7} Claed dx HaZd HIS(%) A & 0: A
5= Lo 2~10 60.2 55.5
B =0 70 455 36.6
] 27} 50 83.7 83.7
Yggke - = 100 91.4 91.4
AT R 36 38.5 34.4
QA =2 80 58.4 57.6
o =o 80 37.9 37.9
o]t = 2 0|3} 41,0 41.0
A} Huitron(2014)
olefat a4 Bl Xoli 7k F71o] AFA|E U F3ko] o) 2143 At
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(a2 M-3) High—Low =M 1 (a2l M—-4) High—Low M 2

62 65 Age 65 Age

A} Huitron(2014)
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