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Old-Age Income Security System in Korea

Source: MOHW (2018). Fourth National Pension Master Plan (draft). Yun Suk-myung (2019)



the fastest in the world 

Source: Internal material, Ministry of Employment and Labor. 

Total Fertility Rate Life expectancy 



Reserves

Source: Internal material, Ministry of Employment and Labor. 

Retirement Pension Personal Pension NPS 

(Unit: KRW Trillion) 



Source: Internal material,  Ministry of Employment and Labor. 

Workplaces Employees

Number of workplaces introduced Number of workers enrolled 

(Unit: 10 Thousand. Person) (Unit: 10 Thousand. Workplace) 



High The Elderly 

The poverty rate(2020) is the share of the number of people living with less than half of the median disposable income. Wealth, which increases 

consumption possibilities and is typically higher among older generations, is not reflected. 
Source: OECD Income distribution (database). 2022 OECD Economic Survey of Korea.



High Need to Reexamine 

Percentage of individuals experiencing income and/or asset-based poverty

Note: 
An individual is classified as being in 
income poverty if their equivalised
household disposable income is less 
than 50% of the national median
(income poverty line).

An individual is classified as 
economically vulnerable if they are 
not income poor but their liquid 
financial wealth is less than 3 months 
of the national income poverty line. 

The OECD average is the simple 
country average.

2015 or latest available year

Source: Carlotta Balestra, Richard Tonkin. Inequalities in household wealth across OECD countries: Evidence from the OECD Wealth 
Distribution Database, OECD Statistics Working Papers 2018/01 . 



High Need to Reexamine  

Asset Distributions Among Seniors 
by Source of Data (2015)

Both sources of data confirm that the lowest and 
highest groups comprise a relatively large 
proportion of all Korean seniors (with the asset 
groups defined by asset values at the 25th, 50th, 
and 75th percentiles).

Second, the percentage of seniors in the high 
asset groups is relatively higher among seniors 
who are not income-deprived (i.e., not relatively 
poor, according to the OECD’s standard). Of non-
income-deprived seniors, 68.5 percent belong 
to the high asset groups, according to the KWPS 
data. 

Third, the percentage of seniors in the low asset 
groups is relatively higher among seniors who 
are income-deprived (i.e., relatively poor, 
according to the OECD’s standard). Of income-
deprived seniors, 63.4 percent belong to the 
low asset groups, according to the KWPS data. Source: Sukmyung Yun & Kyongpyo Ko, Multidimensional Elderly Poverty Index. 

Policy Report 2018-06. KIHASA.  



High Need to Reexamine

Total Asset Distribution Among Income-Deprived Seniors: 
Multidimensionally Poor and Non-Poor (2015)

Note: Asset values were measured in terms of total 
assets, not wealth, divided by the number of 
household members. There are four asset groups, 
depending on the value of the assets they possess, 
i.e., lowest, low, high, and highest.0
The lowest group belongs to the bottom 25 percent 
of the total population asset distribution; the low 
group, to the next 25 percent (26th to 50th 
percentiles); the high group, to the next 25 percent 
(51st to 75th percentiles); and the highest, to the 
top 25 percent (76th to 100th percentiles). 
Currently (as of the end, 2015) in Korea, the 25th 
percentile of the total population asset distribution 
per capita is KRW 31.48 million; the 50th percentile, 
KRW 74.33 million; and the 75th percentile, KRW 
148.75 million.

Data Sources: KIHASA-SNU (2016) and Statistics Korea (2016).
Source:
Source: Sukmyung Yun & Kyongpyo Ko, Multidimensional 
Elderly Poverty Index. Policy Report 2018-06. KIHASA.   



Below The Poverty Line

Distribution of pensioners by pension amounts, 2021

Note: Pensions refer to all types of old-age pensions from the National Pension Service including full old-age pension, early old-age pension, reduced old-age pension, and special old-age pension.

Source: National Pension Service; and OECD Pensions at a Glance 2021. 2022 OECD Economic Survey of Korea.



Annual Number of Contributors to the NPS by Gender 

The number of women NPS contributing has more than doubled in the last 20 years
(millions)

Source: National Pension Research Institute (https://www.nps.or.kr/jsppage/english/research/research_01.jsp). OECD Reviews on Korean Pension 

Systems (2022).

https://www.nps.or.kr/jsppage/english/research/research_01.jsp


Source: OECD Social Expenditures Database (SOCX), https://www.oecd.org/social/expenditure.htm.

Pension Expenditures of Korea has more thandoubled in the last 20 years. (% of GDP)



Source: OECD SOCX databae, Annual reports. OECD Reviews on Korean Penson Systems (2022).

NPS & BOAP expenditures have grown rapidly increased over the last 
decade.



Very Fast

(Number of people aged 65+ per 100 people aged 20-64)

Source: OECD Reviews on Korean Pension Systems (2022).



System Dependency Ratio for major public pension plans

(Unit: Person)

Source: NABO



projected to rise sharply

(Unit: %)

Estimates of pay-as-you-go premiums for major public pension plans

Source: NABO



growing rapidly for high-income 
long-term subscribers. 

In just one month, the number of recipients whose national pension amount 

exceeded KRW 2 million increased nearly three times.

Source: National Pension Service. 200만원 이상 고액 수급자 한 달 만에 3배로, 격변하는 국민연금 [왕개미연구소] (chosun.com)

https://www.chosun.com/economy/economy_general/2023/05/08/CITJNAEZ7ZG4NFX4UPUX3ICMEI/?utm_source=naver&utm_medium=referral&utm_campaign=naver-news


• “How does Korea prepare for its seemingly unsustainable 
pension system due to its low birth rate?” (Cite from Risky pension politics

Source: Mikko Kautto, Finnish Centre for Pensions, 09 2021.

TFR close to South Korea at present

TFR close to levels in Finland now

TFR close to levels 10 years ago



•

• could Korea pay more in pensions than Japan pay much less premiums 
than the Japanese (Cite from Risky pension politics



Reexaminations





Reexaminations

towards improving S.S.

• not reached maturity yet

• well beyond what their contributions 

could have financed.

•



Reexaminations   

• generates low pension levels

Partially valid, but likely to lead to incorrect policy recommendations

Priority should be given to the difference in subscription period b/w subscribers, 

not the average subscription period of the national pension subscribers.)

•

cannot be financed without further important reform

• the most needy NOT correct

(1/3 of safety-net pension beneficiaries are NOT in poverty.)



Reexaminations   

• raising pension levels while enhancing pension finances. (Partially acceptable)
(It is necessary to raise the pension level through various policies such as extending the subscription 
period rather than the annual accrual rate.) 

Numbers of Contributing Years by Year of Birth and Income Level (IL)

Source: Yun Suk-myung, Choi 
Ki-hong, and Choi Serim.
Changing Working
Conditions for Korean Baby 
Boomers and Tasks of the 
Old-Age Income Security 
System.



fragmented

• number of reform options 

a sustainable way

• contributory pensions interact with the means-tested basic pension 

component, this review does not include to improve old-age safety 

nets

It is highly likely that inappropriate policy recommendations will be presented in 

preparation for the upcoming super-aged society.

Reexaminations



Reexaminations

not within the remit 

Also, might cause serious misleading in desirable policy recommendation

•

pension eligibility



Reexaminations

fully acceptable

• increase accrual rates in a financially sustainable way 

at least a small reserve fund (Unacceptable. NOT sustainable recommendation)

Long-term Projection of NPS (Baseline): 2023~2093
Changes in Case of 2%pt Increase in 

Replacement Rate (from 40 to 42%) of the NPS

Source: NABO



Yun’s research Team

Budget and Policy, 
NABO

(National Assembly Budget Office)



Yun’s research Team

Projected Accumulated Deficit of the NPS Long-term Projections of Basic Pension



Reexaminations

fully acceptable
• increase accrual rates in a financially sustainable way at least a small 
reserve fund (Unacceptable. NOT sustainable recommendation)

1.125 1.25 1.0 1.0 1.0

B only

Note: 1. Contribution rate of Scenario①, ②, ③: increase by 0.6%p every year from 2025 2. C.R. of Scenario④, ⑤: increase by 1%p every year from 2025
3. C. R. of Scenario②, ③: an immediate increase in 2025
4. Pension eligible age of Scenario④: 1 every year from 2038

Various long-term projection scenarios of the NPS

Source: NABO (National Assembly Budget Office)



Reexaminations

fully acceptable
• increase accrual rates in a financially sustainable way at least a small 
reserve fund (Unacceptable. NOT sustainable recommendation)

Various long-term projection scenarios of the NPS



Reexaminations

after age 60 

• until at least the statutory retirement age (60).

Need to be modified as the statutory pensionable age (63 in 2023).

• a full integration of all schemes Acceptable

(Unit: KRW 1,000)

Average monthly 

Pension for the 4 

major public pensions 
(2022.12.)



Source: 2022 OECD Korean Pension Review.

After moving from the current
an entirely separate system to a
separate but similar benefits
system, it seems feasible to
move to a fully integrated
system in the second stage.

Korea is one of only four countries 
along with Belgium, France and 
Germany that has maintained a
completely separate pension 
system.



Reexaminations

(fully acceptable)

Finance redistributive components the state budget. Unacceptable

Although the current NPS has an income distribution portion (A value), progressive income 
redistribution is not working due to the extremely low insurance premium rate. 
A regressive redistribution to high-income people who have been enrolled in the national pension for a 
long time is proceeding, while passing on the enormous financial burden to the next generation.

In particular, in a situation where many of the vulnerable, such as low-income local (individual) 
subscribers, are excluded from the national pension, the regressive phenomenon will be aggravated if 
the state budget is used to finance it.

While transforming the current national pension into a financially sustainable income-related pension, 
it would be desirable for the basic pension (safety-net pension) operated with state finance to take 
responsibility for the income redistribution function.



Reexaminations

•

pensionable Conditionally acceptable

Unfeasible NO

• acceptable

• Need to recommend more specifically

Need to extend military service credits and finance from general tax revenues, Not by NPS fund.

•

acceptable



Reexaminations



2022



2022



Greed and class discrimination threaten the 
relationship between the wealthy family & the 
destitute clan in darkly modern fairytale.

Satirizes the gap b/w the rich & the 
poor in Korean society through two 
families living in a luxurious house and a 
semi-basement house.



Reality high elderly poverty rate

International Comparison of Income Inequality 
- Decile ratio by country (p90/p10 ratio), (2015~2018) -

Source: OECD. (2020). Income Distribution Database. OECD Statistics.



2022

Around half of the entire labour force in Korea does not have access to employment insurance 

Employment insurance status, % of total number of employed, 2019 

Source: OECD calculations based on Jung E. (2020) and Jung H. (2020)

The status of employment 
insurance subscription for the 
vulnerable group is almost 
similar to that of the national 
pension subscription.



2022 
Recommendations

• lowering the basic pension 

income threshold and increasing the benefit level to better target those with the highest 

needs. (Fully agree & acceptable recommendation)

age 65

•

• Fully agree but need for social 

consensus

•

Fully agree but need for social consensus



Way forward



Risky pension politics of Korea

A situation like balancing on a knife's edge



Source: Materials presented by Swedish officials at an international seminar of the ministerial level
between Korea and Sweden (2013).



Various Objectives of Pension Policy

Source: Yun Suk-myung (2018)

universal 
coverage

adequacy of 
benefit

sustainability



to 100 yrs

Lexis Diagram 
•An effective policy tool that can properly show the various problems that a populistic 
approach will cause



Introduction of Finnish type life expectancy coefficient
(Built-in-Stabilizer), as soon as possible.

Source: The 4th Actuarial Valuation of the NPS (2018)



DNSISP

• DNSISP

•

KRW 2.15 million per month (minimum wages)

DuruNuri Social Insurance Support Project (DNSISP)

•

• active labour market policy 
DNSISP is NOT well-targeted. 

•Need to urgently extend low-paid individually insured workers NOT



Encouraging for a longer period

Live Longer !    

Work Longer !

Encouraging to contribute for a longer period. 




