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In sum, the argument that funding insulates pensioners from
demographic change should not be overstated. The policy implication
is that from an economic point of view demographic change is not a
strong argument for am shift towards funding
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Even if the introduction of a pay-as-you-go system reduces
national saving, as some studies suggest) , shifting to individual
accounts in a manner that accomplishes only narrow prefunding
would not raise national saving. ....Indeed, broad prefunding — done
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ether way- may not increase social welfare.
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simple dominance of one system over another in terms of labor
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The key point is that the encouragement or early retirement is
not a necessary element of public defined plan, and the Gruber-Wise
finding do not necessarily provide a rationale for moving to
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system [public or private],can fall prey to politicians [but] similar
threats to the viability of funded pension schemes can merge in other

i . 81
countries of the region .
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W B Fox thifth : The DB (WA @ {RM) system has
proved more robust than expected, as some countries have opted to
fix their DB systemsg4.
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The CPF does not cover inflation and longevity risks.....It is
widely accepted even by the policy makers that the CPF by itself will
be inadequate to finance old age. ....The Singapore experience
demonstrates both the strengths the limitations of the State mandated

88
and managed DC/FF system of financing old age .
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In developing countries, there is not we would argue, any
assumption in favor of the conventional wisdom — a privately
managed, defined contribution system. Less developed countries
usually have less developed capital markets, with less informed
investors and less regulatory capacity, making the scope for potential
abuse of many types of financing markets make many kinds of
insurance provided by traditional defined benefit programs all the

97
more valuable .
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Unfortunately, as often happens, the suggestions have come to
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be viewed narrowly — focusing in a second pillar limited to a private,
nonredistributive, defined contribution approach. Most of the
arguments in favor of this particular reform are based on a set of

. .. . 98
myths that are often not substantiated in either theory or practice .
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Finally, it is important to emphasize that it is not necessary to go
from unfounded PAYG DB to funded, individual account DC system
to create sustainability in the public provision of mandatory old age

.99
pensions .
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In many cases, the reforms that emphasize three-pillar systems

( with a funded, mandatory DC relying on individual accounts as a
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second pillar anchor) will lead to an enormous waste of resources
and run the risk of leaving individuals with poor balances in their DC

. .y 100
accounts while enriching assert managers
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Participants are vulnerable to fraud, as custody arrangements,
performance, and risk reporting standards are not standardized and
are, therefore, not uniform for all fund managers.....In Brief, strong
regulation of theses funds is called for and in many cases has been
implemented. Fund manager are required in some cases to coinvest in
their own fund to insure a personal incentive to maximize the value
of the respective fund. ....Although regulators monitor performance
and are more capable of evaluating it than individuals, they face no
monetary penalty (it is not clear if they face nonmonetary penalties)
should an investment manager renege on his or her commitments and
defraud the group of participants by appropriating funds and
declaring the fund bankrupt. Coinvestment is one measure, ..... but

even coinvestment is not sufficient to prevent fraud....

R ERE > BREAREISZFSE  SREEA
HEHE AREA » TROTEEATEECE ? @B HEFEEZE  RT B
E% FF Modigliani * s@F{A[55:8 ?

02 ==t 24 4 154
103 E2E 100 » 66-67 »

316




