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Preface

The Organisation for Economic Cooperation and Development (the OECD)
has regularly highlighted the importance of the challenges from ageing for policy-
makers, the need for comprehensive reform, encompassing all elements of the is-
sue -~ financial, economic, social, and fiscal. The responses to the pension chal-
lenges required prompt action on many fronts.

Innovative pension reform has started in many countries. Public pensions are
adjusting their parameters (increasing retirement age, linking benefits to life ex-
pectancy, providing appropriate actuarial adjustments to benefits for early/late re-
tirement, raising contribution rates) and promoting policies which are expected to
help making ageing population sustainable. Likewise reforms relating to private
pensions are also being tackled. The OECD recommends that retirement income
should be provided by a mix of tax — and - transfer systems, funded pensions,
private savings and earnings, to allow for risk diversification, a better balance of
burden - sharing between generations, and more flexibility for individuals over
their retirement decisions.

Private pensions have indeed a major role in helping societies face the grow-
ing challenges of ageing populations. Yet, private pension systems are themselves
evolving and raising major policy issues, related to the funding and investment of
pension funds, increased life expectancy or the impact of increasing defined con-
tributions schemes. In several countries, it is increasingly urgent to take appro-
priate action before the full arrival of the cohort of baby — boomers. To be effi-

cient, private pension schemes require changes in regulatory frameworks to pro-
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tect the rights of beneficiaries of private pensions and to ensure the financial secu-
rity of pension plans and pension funds on a sustainable basis. It is also essential
to improve financial education and awareness.

The rapid economic development of China provides an opportunity for the
country to tackle pension related problems early. Although China still a has rela-
tively young population, it is set to age at a rapid pace and action cannot come too
soon.

This publication presents OECD work in the area of private pensions, inclu-
ding detailed descriptions of reforms undertaken in a range of countries — both
OECD and developing economies. Securing retirement income is a complex issue
with no one, simple answer. This volume allows the Chinese authorities and in-
terested parties to look at how other countries have tackled the problems they are
now facing — from how to regulate and supervise pensions, how to control costs
and how to protect consumers.

The publication intends to show the need for an adequate regulatory and supervi-
sory framework , but not overregulated, to develop governance, integrity and transpar-
ency and to promote the development of strong financial markets and institutions. A
good private/public partnership is also essential for successful pension reform.

We at the OECD greatly value our cooperation with Chinese authorities and
look forward to developing closer relations in future. We hope that this publication
will be of use — sparking ideas and debate amongst Chinese authorities and pension
industry practitioners. We welcome and congratulate in this respect the Chinese In-
surance Regulatory Commission for taking the initiative of this translation.

We also hope that this material will contribute to integrate further China, as
an essential partner, in the policy dialogue on pension regulation and supervision
held in fora like the OECD or the newly created International Organisation of Pen-

sions Supervisors (IOPS) .

André Laboul
Head of the OECD Financial Affairs division
Secretary General of the IOPS
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