P4SP | Partnerships for Social Protection Australian
Aid vt

Ensuring economic security in
later life: A shapshot of pension
systems across the Asia-Pacific

Karishma Huda
Team Leader, Partnerships for Social Protection
December 2025



Social protec

across all life stages

tion reduces vulnerability

P4

OLD AGE

Child benefit -

Unemployment benefits, sickness, and work injury

benefits

7
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Old-age pension
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Why pe n S i O n S m atte l' fO l' th e e I d e I'ly P4 | Partnerships for Social Protection ﬁil:lsgat“f“

» Without adequate pension systems, the convergence of ageing and
iInsecurity poses deep challenges

* Physical and mental capabilities decline, as does our ability to financially support
ourselves

* Relying on family/relatives for support is increasingly difficult (migration, cost of
living, fewer children, etc)

» Purpose of pensions are to provide financial security in old age
» Offset lost income from reduced work

* Minimise negative impacts of rising health and care costs
 Reduce old age poverty

* Ensure dignity in old age

* Pensions are globally seen as a critical social policy, recognising
the contributions made throughout productive years




What pension systems look like: PASP | Partnerships for Socia Protection [l o=l
a mix of tax-financed and contributory,
and multi-tiered

a N
Tier 3: Voluntary * \oluntary contributions for those with private
contributo accounts
_ ry _ « Government regulated, but managed through
(private pensions) employers/individuals
o /
: . ™
Tier 2_' Mandated * Financed by contributions from employers and employees
contributory (e.g. » Mandated for those in (formal) employment
superannuation)  Managed through a government agency and/or
implemented through a private entity
- /
@« 0
Tier 1: Tax- » Transfers to the elderly that are financed from general government revenues

financed (social ——  Recipients contribute to this scheme through their taxes
pension) * Managed through a government agency

< Y

Source: Development Pathways, 2025




PA4SP | Partnerships for Social Protection ﬁil:lstra‘han

Tier 2 contributory pensions look very
different across countries in the region

p
| | * Pension value is calculated as a proportion of the employee’s salary. DBs are
Defined benefits (DBs) calculated based on years of service and the accrual rate (Mongolia, Korea,
Vietnam, China).

.

* Pension value depends on the total contributions (from employer and

Defined contributions employee) plus investment returns, and can be in the form of lump sums,

(DCs) | annuities or phased withdrawals (Sri Lanka, Bangladesh, Malaysia, Thailand)
N )
o
Provident funds (formal * Aform of DC often paid in a lump sum rather than annuitized pensions.
sector) Common in the Pacific, and often geared towards formal workers.
«

Matching defined
Contribu’:iognse(I\I/IDCs) * Aform of DC whereby government offers a match (of some level) to incentivise

participation of informal workers (Malaysia, China).

< (informal sector)




Tier 1 pensions look very different in different countries...

Means tested social pensions: targeted towards the poor elderly

Income from pensions

Tier 2: Contributory

social pension P

pension

Poorer

Richer

» Targeted toward the elderly
earning below a set income
level

 Leaves alarge gap in coverage
among ‘the missing middle’

» Challenges in determining the
‘elderly poor’ in countries with
weak data systems

» (Can create perverse incentives
to not generate an income In
old age

Ex: Malaysia, Mongolia,
Philippines, Bangladesh, Australia

PICs: none



Benefit-tested pensions: excludes those contributing to a Tier 2 pension

* Those receiving a Tier 2
pension do not receive a
Tier 1, or the benefit is
slowly withdrawn

« Can disincentivize
Tier 3: pri people from contributing
pension to a Tier 2 pension (in

fear they may ‘lose out’
on the Tier 1)

* The level of tapering can
be complex to administer

Income from pensions

Benefit tapering

Ex: Thailand, China

Tier 1 social pension Tier 2: Contributory

pension PICs: Fiji, Cook Islands

Poorer Richer



A universal social pension: all elderly are entitled, regardless of

Income or contributions

Income from pensions

Tier 1 social pension

Poorer

Tier 3: private
pension

Tier 2:
Contributory
pension

Richer

 Everyone is eligible once they
reach an eligible age (eligible
ages can widely vary)

* Administratively simple

* Ensures universal income
security in old age (esp. for
women and the informal sector)

* To achieve impact, benefit
levels must be high enough.

 (Govt bears full cost

Ex: Timor-Leste, Nepal

PICs (most): Samoa, Kiribati,
Tuvalu, Nauru, Tonga,



Benefit adequacy dClross the region P4 | Partnerships for Social Protection ﬁ;:ﬂ:atlifn
(as a % of GDP)

Timor-Leste » The region has a mix

Kiribati . .

NewZe:lllanc: — 302%] of Tier 1 social
epal 7 X 7 :
Cook Island | 7Y% pensions.
o
Japan : Universal e Universal social
dmoa .

o B e pensions are a very
Mongolia Means tested | ] t t
et popular instrument.

Hnng_;rKnrlug
uvaiu .
Malaysia * The value of Tier 1
e pensions should
Republic of Korea typically be around
Vietnam 15% of GDP per
e capita. However,
Myanmar many countries are
ailand ] ]
Sri Lanka investing well above
Singapore .
Bangladesh F¥ZRA this.
India
Chirjla Ml 15% _ _
0% 10% 20% 30% 40% 50% 60% » Benefit adequacy Iin
Percentage of GDP or GNI per capita Kiribati and Timor-
Source: Development Pathways, 2025 LeSte alre Stand'OUtS

across the region. |



Australian

Cha"enges: P4 | Partnerships for Social Protection Aid \T
Achieving high coverage of pensions,
with adequacy and sustainability, is not easy

Countries must ensure that their combination of tiered benefits

» Reach their full elderly population (coverage)
* Pension levels are high enough to have an impact on well-being (adequacy)

* Costs are affordable, esp. as the population ages (fiscal sustainability)

How do societies provide citizens with adequate financial protection b f N
in old age, while also ensuring that public financing remains | Ol | \\\\
sustainable as societies age? o= —— ‘
| €
ﬁ .
§ M

10



ContribUtory SChemes dre nOt P4 | Partnerships for Social Protection ﬁilasgat“fn
reaching enough of the population...

Contributory
?0? v;r:gee Coverage Benefit Adequacy Access Age SomagPinsmn Pl\anretirg:ozi;?::\p(‘l’/ Access Age Contributions
0 Orag (% of 60+) (% of GDP p.c.) (w/m) _SP P ° (w/m) (% of wage)
eligible) (% of GDP)  of working age)

Myanmar 100% 1% 7% 85 0.00% 60 6%
Phillipines 44% 4% 60 0.40% 35% 65 14%
Singapore 48% 65 37%
Thailand 86% 4% 60 0.40% 29% 95 7%
Timor-Leste 100% 100% 15% 60 0.50% 6%

Viet Nam 28% % 60 0.10% 30% 60/62 22%
Fiji 51% 18% 6% 65 0.10% 41% 55 18%
FSM 33% 65 15%
Kiribati 93% 35% 33% 67 1.20% 15% 50 15%
Marshall Islands 61 16%
Papua New 2% 8% 60 0.00% 3% 55 12%
Guinea

Samoa 93% 65% 19% 65 0.90% 25% 55 10%
Solomon Islands 0.00% 16% 50 13%
Tonga 100% 70 60 10%
Vanuatu 0.00% 17% 95 8%
Australia 70% 51% 28% 67 2.60% 70% 60 12%
Japan 3% 18% 65 85% 65 18%
New Zealand 99% 1% 37% 65 4.50% 65 6%

Slide adapted from ADB (2024) 11



Why societies can’t rely
on contributory schemes alone...

P4SP | Partnerships for Social Protection Australian
Aid \Qﬁ

* High rates of labour informality leads to low participation

rates Provident funds by membership and share of
wealth, by sex

- DCs have low contribution density due to low | o = Women
membership and compliance }E Membership " Men
S
* For DCs, members can withdraw savings before = ghare of wealth ;
retirement. sl
* Allows consumption smoothing during working years, but
at the cost of insufficient income for old age S o Membership ey
5 5
* For DBs, fiscal sustainability is a major concern. Rapidly S22 ghare of wealth

aging societies (e.g., China) are struggling to finance 67%

DBs as they come into maturity.

» Most defined-benefit schemes in the region will have Membership
deficits of 1.4 per cent to 4.5 per cent of GDP

38%

62%

Fiij

* Lower female participation in contributory schemes, Share of wealth
given they favour formal sector workers (mainly men),
longer career breaks for women, and gender wage gap. Source: PASP, 2024

12




Macau

Niue

Nauru
Kiribati
Brunei
Tuvalu

New Zealand
Samoa
Maldives

Fiji

Tonga
Timor-Leste
Thailand
Cook Islands
Nepal
Republic of Korea
Hong Kong
China
Australia
Bangladesh
Singapore
Phillipines
Vietham

Sri Lanka
India

Taiwan
Myanmar
Malaysia
Japan
Mongolia

19%

| 0.3%
0% 10% 20%

34

30%

67%
65%
61%

36%
36%

%

40% 50% 60%
Social pension coverage for those 65+

V

Tier 1 social pension coverage across the region

100%
100%
100%
100%
100%
100%
99%
93%
93%
93%
92%
91%
85%
80%
72%
1%

Key

. Universal
. Benefit tested

B Means tested

70% 80% 90% 100¥

Source: Development Pathways, 2025



Universal social pensions are a critical PASP | Partnerships for Socil Protection [EvHsk gl
social policy instrument in the Pacific....

Social protection expenditure by function, % of GNI

8.0% 7 4%
7.0%
6.0%
= 5.0%
2 4.0%
S 0
3.0% 2 20, 5 09,
20 14%  13% 119 .
1.0% 0.82%
0.0% - - 0.0% 0.0% 0.0% 0.0% 0.0%
. 0 ( J [ J [ J [ J [ J
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e
m Sickness and disability (7101) ®m Old age and survivors (7102/3) ®m Family and children (7104)
® Unemployment (7105) Housing (71006) Social exclusion n.e.c (7107)
m Other (7108/9) « Social assistance benefits (272)

Source: P4SP,. 2024 14



With evidence of being redistributive PASP | Partnerships for Social Protection [l v
and pro-poor....

Coverage of Tuvalu’s social pension, across the Increases in per capita household consumption
age distribution (2022) across the welfare distribution due to the Cook
Island’s Old Age Pension, 2016

100% 40%

90%
35%
80%
30%
70%

50% 20%

40%

15%
30%

10%
20% .

5%
I | || | |
O%IIII nuninnni, |

5.9 10-14 15-19 20-24 25-29 30-34 35-39 40-44 45-49 50-54 55-59 60-64 65-69 70-74 75-79 80+ Decile 1 Decile 2 Decile 3 Decile4 Deciled Decile6 Decile7 Decile8 Decile9 Decile 10
yrs YIS yrs yrs yrs yrs yrs yrs yrs yrs yrs yrs yrs yrs yrs yrs  yrs Welfare deciles (based on pre-transfer household per capita expenditure)

Increase in per capita household consumption (%)

% of population indirectly covered by Tier 1 social pension

mFSSPD mSCSS

Source: P4SP, 2025 Source: P4SP, 2024
15



Other impacts of social pensions PASP | Partnerships for Social Protection g;;t-g
across the region...

Income & poverty

 Household and beneficiary incomes much higher for those getting a social pension (China, Korea, India,
Brazil)

* Reductions in poverty rates and inequality in recipient households (China, Georgia, Mauritius)

Health & wellbeing
» Physical and cognitive health improvements among recipients (China) “Because of my
* Higher life satisfaction and personal dignity (Singapore, China, Korea, -

Cook Islands, Indonesia) pension, I'am
* Improved status in the household and community (Indonesia) seen as a

contributor — not
Other household level impacts

JJ)
 Improved health and nutrition of children living with pensioner (China) as d dgpendent...
« Higher spending on education related expenses (China, Cook Islands) (beneficiary, Aceh
» Better preparedness against climate related disasters (Cook Islands) Jaya’ Indonesia)

16



Social pensions can be affordable,
through gradual expansion....

Slowly reduce the age of eligibility:

* Kiribati and Tuvalu: The age of eligibility for
Kiribati’'s old age pension was initially 70
years, when the scheme commenced. It is
currently 60 years for both countries.

 Myanmar. Myanmar introduced its social
pension in 2017, initially setting the age of
eligibility at 90 years. However, the next
year, in 2018, it was reduced to 85 years.

* Philippines: The initial age of eligibility of
the Philippines’ Tier 1 pension was 77/
years. In 2015 it was reduced to 65 years
of age and, in 2016, to 60 years of age.

P4SP | Partnerships for Social Protection Australian
Aid \Qb

Gradually increase the benefit level:

Real value, in purchasing power, of Cook Island’s social pension
(2000-2021)

140%
120%
100%

80%

Old Age Benefit for
70+ years old

D
<
o~

40%

20%

0% ewp o» o= e . cov S o or g oo or ovr o o» o» o> =
-20%
-40%

Percentage change in inflation adjusted
transfer value (%)

Pension for 60-69 yrs old === Pension for 70+ yrs old

Source: P4SP, 2024
17



P4SP | Partnerships for Social Protection Australian
Aid \Qb

Key messages

* Pensions are globally seen as a critical social policy to ensure economic
security and well-being in old age.

» Countries should aim to provide a pension to everyone in old age. This is done
through a mix of tax-financed (social pensions) and contributory pensions.

* High informality of the labour force will always result in
low coverage of contributory pensions across the region.

» Social pensions are therefore critical for filling this coverage gap.

* Social pensions have a wide range of positive impacts, with
spillover effects on the household and community.

* As the aging population increases, countries must ensure that
social pension values are meaningful - and fiscally sustainable.

18



	Slide 1:   
	Slide 2
	Slide 3
	Slide 4
	Slide 5
	Slide 6
	Slide 7
	Slide 8
	Slide 9
	Slide 10
	Slide 11
	Slide 12
	Slide 13
	Slide 14
	Slide 15
	Slide 16
	Slide 17
	Slide 18

