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Table 1. Assumptions of the Basic Parameters

ko RE
Assumption Interest Rate Wage Increasing Increasing Rate Increasing Rate
Rate of CPI of the Insured

Optimistic 1988~1989:0.123 1988:0.155 1988:0.071 Man:

Assumption 1990~1992:0.12 1989:0.150 1989:0.080 1989~ 1996:0.0137
1993~1996:0.11 1990~1992:0.100 1990~1992:0.050 1997~2009:0.0069
1997~2009:0.10 1993~1996:0.090 1993~1996:0.048 2010~2019:0.0018
2010~2029:0.09 1997~1999:0.080 1997~1999:0.040 2020~2050:0.0
2030~2050:0.08 2000~2029:0.075 2000~2009:0.037 Woman:

2030~2050:0.070 2010~2019:0.035 1989~ 1996:0.0043
2020~2029:0.033 1997~2009:0.0022
2030~2039:0.031 2010~2019:0.0011
2040~2050:0.027 2020~2050:0.0

Intermediate 1988~1989:0.123 1988:0.155 1988:0.071 Man:

Assumption 1990:0.12 1989:0.150 1989:0.080 1989~1992:0.0137
1991~1992:0.11 1990~1992:0.090 1990~1992:0.055 1993~1999:0.0069
1993~1996:0.10 1993~1996:0.080 1993~1996:0.050 2000~2009:0.0035
1997~2009:0.09 1997~1999:0.075 1997~1999:0.048 2010~2019:0.0018
2010~2029:0.08 2000~2029:0.070 2000~2009:0.040 2020~2050:0.0
2030~2050:0.07 2030~2050:0.060 2010~2019:0.037 Woman:

2020~ 2029:0.035 1989~-1992:0.0043

2030~2039:0.033 1993~1999:0.0022

2040~2050:0.031 2000~2009:0.0011
2010~2019:0.0006
2020~2050:0.0

Pessimistic 1988~1989:0.123 1988:0.155 1988:0.071 Man:

Assumption 1990~1992:0.10 1989:0.150 1989:0.080 1989:0.0137

1993~1996:0.09
1997~2009:0.08
2010~2029:0.07
2030~2050:0.06

1990~1992:0.080
1993~1996:0.075
1997~1999:0.070
2000~2029:0.060
2030~2050:0.055

1990~1992:0.060
1993~1996:0.055
1997~1999:0.050
2000~2009:0.048
2010~2019:0.040
2020~2029:0.037
2030~2039:0.035
2040~2050:0.033

1990~1992:0.0069
1993~1999:0.0035
2000~2009:0.0018
2010~2019:0.0009
2020~:0.0
Woman:

1989:0.0043
1990~1992:0.0022
1993~1999:0.0011
2000~2009:0.0006
2010~2019:0.0003
2020~:0.0
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Table 2. Assumption for Population Projection
e AAFAHE {8 HIHH

Year 1985 1993 2003 2013 2023  + 2033 2043
TFR 1.70 1.70 1.70 1.70 1.70 1.70 1.70
Expected Life
Man 64.90 65.69 66.76 67.87 69.01 69.43 69.60
Woman 71.30 7217 73.36 74.59 75.87 76.35 76.55
Emigrants 38,800 persons all the year round

Source: EPB, Vital Statistics and Population Projection, Oct. 1989.

2) ZhARtS
2 dvs Agsts AAZANE AYAFEY s8] e A FaRat

glol &4 1988 o] F 7k Atol] thdt Ag ko] o] 87t AF7HYAFE
U Poe T PR cjzls SAR 1988ME AN,
F7tdAtel 4, AFASE veS
E, Y 2 dHASE FAT 2 gt —r?ﬂ?s}%l"“i, A=
AYRAZ7HES 19819 R E 19877 A9 10UI 3AIYF 22AF FATel
FTE&E T Hod 2w dakE 00137, 9AE 0.0043
ol $uete] FAFLE HAste W TRVIHoz ngFEoIY AYAZT
F3d JloE ¢ 4dd, s EE 19829 HH
7dz3tel JFF7HES) 100%E 198997 E 199237hx] H gL, 19937
19997t A= 50% &, 2000 4FE 2009d7HX= 25% &, 2010'4+H 20199
AAE 125%8 Aeshx, 20200 Fole 1 F718S 0ol HES AT 7}
YTEE 7HYAFE AGR7HIASF, A9 Ae2 TR 1988E =T 7Y
A+E 7183 2 ¥eg HE FASIAC

s
ol
X
ofj
g U
of
0,
o
2
o)
o
0
(0]
0]
r?’
K
2
l‘&

i

W) =FATXEFAT] WE 7Y
H) & (88 X Y A F 78 (48)

ofj

(1) F71g4r(dxy, 438, 454

6) =%4%, =55AA%, 1982~1988.
FRds#ElTd, 19889 FUAFTFAAE, 1989
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Table 3. Death Rate of Economically Active Population(Mean:1981~87)
M ESoIFe| AMUE(1981~1987H2 )

- Age 18~19 20~24 25—~29 30~34 35~39 40~44 45~49 50~54 55~59
ex

Mean
Man 00235  .00227 .00180  .00226  .00333  .00540 .00785  .01076  .01666

Wowan .00072  .00063  .00080  .00079  .00091  .00141  .00197  .00302  .00392

Source: EPB, Annual Report on the Vital Statistics, 1988.
Ministry of Labour, Labour Statistics, 1982~88.
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Table 4. Collection Rate of Premium
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Table 5. Survivor's Pension Receiving Rate by the Insured Period
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Table 6. Summary of the Results of National Pension Projection
IAFNYF=AZ o2

(Unit:100 mil.)

T ek At Assatugtion
Fund in 2000. 282,603 235,082 188,561
Fund in 2006. 695,159 532,654 378,896
The Highest Fund 2027 2027 2028
Year and Amounts. 2,174,342 1,443,899 874,912
Adverse Balance Year. 2032 2034 2042
Fund Deficit Year. 2045 2049 2050~

Note: All amounts are constant price based on the year 1988(1988=100)

Figure 1. Pension Fund
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Figure 2. Pension Revenue
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Figure 3. Total Benefit Disbursement
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Abstract

Long-Term Projection Model for
the National Pension System(I)

*

Kyungbae Chung®, Seewon Ryu*

I. Objectives

The purpose of this study is to develop a national pension projection model under
the assumption that the on-going system will not be reformed in the projection period
(1988~2050) and forecast the long-term pension for finacial status for using as a

tool and basic data for modifing the system properly.
II. Methodology and Contents

1. System analysis and long-term projection model construction of national pension
system

2. Literature review of social insurance financing method

3. Programming and data collection required
—Programming language : MSFTN(Micro-Soft ForTraN)
—Computer type : DAEWOO PRO-3000, AT

4. Forecasting the financial - status of national pension system(1988~2050)
—Three assumptions for the basic rates(interest of fund, wage increasing rate,

increasing rate of CPI, increasing rate of the insured, considering band of varia-

tion
IlI. Results

The financing methods of social insurance are classified into two theoretical types,
capitalization method and assessment method. These are ideal type, So in the real

world modified types are applied according to each nation’s social characteristics.

*Senior Fellow, Korea Institute for Population and Health.

**Researcher, Korea Institute for Population and Health.
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In Korea modified capitalization method is adopted.

The national pension financial status during 1988~2050 was forecasted under the
three assumptions. By the intermediate assumption the fund in 2000 is 23,508 billion
Won(1988, constant price), 53,265 billion Won, which is twice that of 2000, in 2006,
and 144,390 billion Won, which is the highest amounts in the projection period, in
2027. After the uppermost point the fund will be decrease gradually, in 2034 an adverse
balance of payments, in 2049 the fund will be in the red figures.

Analyzing the trend of fund in the projection period under the three assumptions,
financial status of national pension is unstable. And so the financing method must

be adjusted by the balance rule between income and expenditure.

As a conclusion, the projection model will be valuable tool in the national pension
long-term financing policy and the financial trend of national pension system will
be unstable in the long-term period. So the reform of pension system which is sufficient
to the rule of balance, must be made as early as possible and after that the expanding

entry into the national pension system must be considered.
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