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About the East Asia Retirement Survey

The East Asia Retirement Survey is part of the multiyear Global Aging Preparedness Project, which was
launched in 2010 by the Center for Strategic and International Studies (CSIS) with the publication of
The Global Aging Preparedness Index, a unique new tool for assessing the fiscal sustainability and income
adequacy of retirement systems around the world. When project director Richard Jackson left CSIS
early in 2014 to found the Global Aging Institute (GAI), the project moved with him and since then
has continued under the auspices of GAI. Prudential plc has collaborated with Richard Jackson on the
project since 2010 and continues to support the ongoing work on the project being carried out by GAI.

As the world’s societies age, governments and businesses are trying to look ahead and anticipate the
needs of tomorrow’s growing elderly populations. Nowhere is this more difficult than in emerging East
Asia, where rapid development is transforming traditional retirement attitudes and expectations. The
role of the family in retirement security is receding, while the importance of pensions and personal sav-
ings is growing. How well are retirees in East Asia coping with the changes? How prepared are workers
for their own future retirement? And what type of retirement system would people actually prefer, if
given the choice?

The purpose of the East Asia Retirement Survey, now in its second wave, is to help answer these ques-
tions. The first wave of the survey, conducted in the summer of 2011, was administered to represen-
tative samples of workers and retirees in China, Hong Kong SAR, Malaysia, Singapore, South Korea,
and Taiwan. The second wave, conducted in the summer of 2014, was administered to representative
samples of workers and retirees in the six first-wave countries plus Indonesia, the Philippines, Thailand,
and Vietnam.* While the survey finds that there are many important differences across the region, it
also reveals that citizens throughout East Asia have at least two important things in common. They are
anxious about their retirement prospects and they are eager to improve them.

The results of the first wave of the survey were published in Balancing Tradition and Modernity: The
Future of Retirement in East Asia (Washington, DC: CSIS, 2012). The results of the second wave of the
survey are published in From Challenge to Opportunity: Wave 2 of the East Asia Retirement Survey, the
overall project report, as well as in a series of ten shorter country reports, of which this is one. All of
the reports, together with supplemental data, are available on GAI’s dedicated project website at gap.
globalaginginstitute.org.

*For convenience, the term “country” is sometimes used in this report to refer to all ten distinct territorial and economic entities
where the survey was conducted. Use of the term is not meant to imply any judgment about the sovereignty or status of any of the
ten entities in international law or practice.

The Global Aging Institute does not take specific policy Prudential plc is not affiliated in any manner with Pru-
positions; accordingly, all views expressed herein should dential Financial, Inc., a company whose principal place
be understood to be solely those of the author(s). of business is in the United States of America.

© 2015 by the Global Aging Institute. All rights reserved.
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etirement attitudes and expectations

in South Korea are in the midst of a

profound transformation. The tradi-

tional role of the family in support-

ing the elderly is receding even faster
in South Korea than in other East Asian coun-
tries, yet formal retirement systems are not yet
fully developed. The result is widespread retire-
ment insecurity. Meanwhile, with South Korea’s
fertility rate registering just 1.2, far beneath the
2.1 average lifetime births per woman needed to
maintain a stable population, the country is due
to age dramatically over the next few decades. By
2040, the elderly share of South Korea’s popula-
tion will double from 19 to 40 percent, pushing up
fiscal burdens and family burdens alike.

The shaky long-term finances of South Korea’s
National Pension System further complicate the
challenge. While some East Asian countries have
funded pension systems in which worker contribu-
tions are saved and invested, South Korea’s state
pension system is largely financed on a pay-as-you-
go basis, meaning that current workers pay directly

COUNTRY REPORT

Findings from Wave 2 of the
East Asia Retirement Survey

for the benefits of current retirees. Faced with pro-
jections showing that the ratio of elderly to work-
ing-age adults will be six times higher by 2040 than
it was in 1988 when the National Pension System
was established, the government has already cut
promised benefits twice. Yet with the system still
running large long-term deficits, it may soon have
no choice but to enact large additional reductions
in benefits or large increases in contributions.!
The good news is that, as daunting as the chal-
lenge is, many of the critical ingredients for a solu-
tion are already in place. South Koreans strongly
support individual, savings-based responsibility for
retirement provision. Indeed, their level of support
is higher than the level in any other country sur-
veyed. Although their level of trust in the financial
services industry is relatively low, South Koreans
are increasingly comfortable investing in financial

* For a discussion of the challenges facing South Korea’s pension system, see Neil
Howe, Richard Jackson, and Keisuke Nakashima, The Aging of Korea: Demograph-
ics and Retirement Policy in the Land of the Morning Calm (Washington, DC: CSIS,
2007); and Seong Sook Kim, “The Republic of Korea: Pension System Overview and
Reform Directions,” in Pension Systems and Old-Age Income Support in East and
Southeast Asia: Overview and Reform Directions, ed. Donghyun Park (Manila:
Asian Development Bank, 2011).
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Share of the Population Aged 60 & Over

markets. Moreover, their belief in long work lives
(2025 [ ] 2040 is well aligned with the needs of their aging soci-
ety. Meanwhile, large majorities of South Koreans
would support government reforms that strengthen
the safety net for those elderly who are in financial
need, raise the retirement age, and encourage or re-
quire workers to save more for their own retirement.
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5% 10% 15% 20% 25% 30% 35% 40% 45% Today’s generation of retirees in South Korea find
themselves at an awkward juncture in their coun-
try’s development. Traditional family support

R o e T e P o e networks for the elderly have already weakened,

generally happier when they are more but adequate government and market substitutes
independent and self-sufficient.” have not yet taken their place. Just 23 percent of

today’s retirees report living with their grown chil-

Vietnam dren, far and away the smallest share of any coun-
Indonesia try surveyed, while just 17 percent report that they
Thailand depend on them financially. Yet at the same time,
Malaysia only 44 percent of today’s retirees report receiving
Philippines benefits from the National Pension System. Even
Singapore including civil service, military, and teachers’ pen-
Hong Kong sions, the share of today’s retirees with a state pen-
China sion benefit is just 54 percent. Meanwhile, only 19
South Korea percent of today’s retirees report receiving asset
Taiwan income from insurance or annuity products and/

or stocks, bonds, or mutual funds, a smaller share
than in any other country surveyed except Indo-
nesia, the Philippines, and Vietnam.

While rapid development, which tends to ben-

“Who, ideally, should be mostly responsible efit the young more than the old, has left the el-
for providing income to retired people?”

10% 20% 30% 40% 50% 60% 70%

derly economically marginalized in many East
Asian countries, their circumstances in South
Korea are especially precarious. Sixty-nine per-
cent of today’s retirees report that they have “a lot
less income” now than when they were working, a
larger share than in any other country. Overall, the
median household income of the elderly is just 31
percent of the median income for all households,
a lower relative living standard than in any other
country. Nor, despite the recent introduction of
the means-tested Basic Pension System, which is
intended to help the low-income elderly and pays
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. Today's Retirees . Today's Workers
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Retirement insecurity is widespread in South Korea.

Share of Today’s Retirees Who Have “a Lot Less Income” Now Than When Working and Share
of Today’s Workers Expecting to Have “a Lot Less Income” When Retired

benefits to roughly half of retirees aged 60 and
over, do the economic circumstances of the el-
derly appear to be improving. Fifty-nine percent
of today’s retirees report that they have less in-
come now than they did three years ago, a larger
share than in any other country except Singapore,
Taiwan, and Thailand. Meanwhile, 50 percent
worry more about exhausting their savings, a
larger share than in any other country at all, while
34 percent think more about going back to work,
also a larger share than in any other country.

"Tomorrow’s
Retirement Expectations

Two developments promise to boost the living
standard of future generations of retirees. The
first is the dramatic increase in state pension re-
ceipt. While just 54 percent of today’s retirees re-

port receiving a state pension benefit, 86 percent
of today’s workers expect to receive one, among
the largest improvements in pension receipt of
any of the countries surveyed. The second devel-
opment is the dramatic increase in asset income
receipt. While just 19 percent of today’s retirees re-
port receiving income from insurance or annuity
products and/or stocks, bonds, or mutual funds,
60 percent of today’s workers expect to receive
income from these financial assets when they re-
tire. Although this share is by no means the larg-
est among the countries surveyed, the increase in
expected receipt rates over current receipt rates is.
On average, adults aged 45 to 55 report owning to-
tal financial assets equal to more than three times
their annual household income, a higher asset-to-
income ratio for adults in the preretirement years
than in any other country surveyed.

Yet despite these positive trends, today’s work-
ers remain pessimistic about their retirement pros-
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pects, with §2 percent expecting to have “a lot less
income” when retired than they do today, more
than in any other country. This pessimism may be
explained in part by the very high level of concern
about the security of current pension promises.
Eighty percent of today’s workers, more than any-
where else except the Philippines, worry that the
government will reduce promised pension benefits,
an understandable concern given the shaky long-
term finances of the National Pension System and
the rapid aging of South Korea’s population. Sixty-
seven percent also worry that employers will re-
duce promised pension benefits, a larger share than
anywhere else except the Philippines and Thailand.
Part of the explanation doubtless also lies in the
ongoing erosion of family support networks, the
traditional backstop against poverty in old age.

The Changing Role
of the Family

While the role of the family in retirement security
typically recedes as countries develop and mod-
ernize, the shift has progressed further in South
Korea than elsewhere in East Asia. At 59 percent,
the share of South Koreans who agree that “both
parents and children are generally happier when
they are independent and self-sufficient” is larger
than anywhere else surveyed except Taiwan. Just
23 percent of the elderly report living with their
grown children, half as many as in China and Ma-
laysia, the countries with the next smallest shares.
Among today’s workers, a mere 12 percent expect
to live with their grown children when they retire,
less than one-third of the share in any other coun-
try surveyed and a lower rate of multigenerational
living than in many Western countries. Already to-
day, there are as many retirees who report being
net providers of financial support to their grown
children as report being net recipients. Even the
expectation that families will personally care for
the frail elderly is receding. Among today’s work-
ers, just 47 percent expect to be personally cared
for by their grown children or their children’s

. Today's Retirees . Today's Workers
100% —

90% —

80% —|

86%

70% —

60% —

60%

50% —

54%

40% —

30% —]

20% —

10% —

0% —

Financial Assets

State Pension System

Rates of pension and asset income receipt
will rise when today’s workers retire.

Shares of Today’s Retirees Receiving Income and Shares
of Today’s Workers Expecting to Receive Income from the
State Pension System and Financial Assets in South Korea

spouses if they become sick or disabled or need
help with daily living when they are retired. Among
the other countries surveyed, the equivalent share
is at least 75 percent everywhere except Taiwan.
Yet there are also some indications that the
unravelling of South Korea’s family support net-
works may have run its course. Although just 10
percent of respondents believe that the family
should be mostly responsible for providing in-
come to retired people, the share who believe this
has doubled since the first wave of the survey was
conducted in 2011, with almost all of the increase
attributable to changing views among younger
adults. The share of respondents who believe that
the family should be mostly responsible for pro-
viding personal care to the frail elderly has also
increased since the first wave of the survey. Mean-
while, there has been a positive shift in attitudes
toward the social role of the elderly. In the first

From Challenge to Opportunity: The Future of Retirement in South Korea 5
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The family’s role in retivement security is receding rapidly in South Korea.

Share of Today’s Retirees Who Live with Their Grown Children and Share of Today’s
Workers Expecting to Live with Their Grown Children in Retirement

wave of the survey, an astonishing 20 percent of
respondents agreed that the elderly “have little to
contribute to society and are mostly a burden.” In
the second wave, this share has fallen to 10 per-
cent, with younger adults once again registering
the largest attitudinal shift.

Responsibility for
Retirement Provision

South Koreans overwhelmingly believe that in-
dividuals should take personal responsibility for
their own retirement security. When asked, “who,
ideally, should be mostly responsible for providing
income to retired people,” 61 percent of respon-
dents answered “retirees themselves, through their
own savings,” while just 23 percent answered “gov-

ernment.” Not only is the level of support for indi-
vidual responsibility for retirement income higher
in South Korea than in any other country, it has
also risen significantly since the first wave of the
survey. This support, moreover, is broadly based.
Although support for individual responsibility for
retirement income rises along with income, South
Koreans still favor it over government responsibil-
ity at all income levels, even the very lowest.

Attitudes toward Financial
Markets and Services

Although South Koreans are increasingly market-
oriented, their level of trust in the financial services
industry is relatively low. To be sure, the share of
South Koreans who report having received profes-

6 From Challenge to Opportunity: The Future of Retirement in South Korea



70% —

60% —

50% —

Indonesia Thailand

China Philippines

Vietnam

61%

Malaysia Taiwan Hong Kong  Singapore South Korea

South Koreans overwhelmingly support individual responsibility for retirement income.

Share of Respondents Saying “Retirees Themselves, through Their Own Savings” Should
Be Mostly Responsible for Providing Income to Retired People

sional financial advice about how to invest their re-
tirement savings is toward the high end of the East
Asian spectrum. Among today’s retirees, 26 per-
cent have received professional advice, more than
in any other country except Thailand, while among
today’s workers 39 percent have received it, more
than in any other country except Malaysia, Taiwan,
and Singapore. Yet just 45 percent of the retirees
and 60 percent of the workers who received advice
say that they found it useful, much smaller shares
than anywhere else. Only a small minority of South
Koreans (13 percent) believe that investment pro-
fessionals “should be primarily responsible for
making decisions about how retirement savings
are invested.” And when asked whether “people
can trust financial services companies to help them
prepare for retirement,” slightly more respondents
disagreed than agreed. Everywhere else except
Hong Kong and Taiwan, the share of respondents
who agreed outweighed the share who disagreed.

Although attitudes may change as South Koreans’
level of engagement in financial markets continues
to grow, the survey gives little indication that a ma-
jor shift in opinion is likely any time soon.

Attitudes toward
Work and Retirement

Along with the willingness of South Koreans to
take personal responsibility for their own retire-
ment security, their strong work ethic also con-
stitutes an important advantage in confronting
the country’s retirement challenge. Just 6 percent
of South Koreans believe that people should “re-
tire at a fixed age and not work again,” while 93
percent believe that they should either “continue
working as long as they are able” or “be free to
stop and start working whenever they are able and
willing.” Although 66 percent of today’s retirees

From Challenge to Opportunity: The Future of Retirement in South Korea 7
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What South Koreans Think about Retirement Reform
Share of South Korean Respondents Saying That Government Should or Should Not...

report that they retired before reaching their six-
tieth birthday, just 18 percent of today’s workers
expect to retire that early, significantly fewer than
anywhere else except Hong Kong and the Philip-
pines. An enormous 25 percent of today’s work-
ers expect that they will never retire. In only three
other countries—Indonesia, Singapore, and Thai-
land—do more than 10 percent of workers expect
that this will be the case.

From Challenge to
Opportunity

South Koreans are not only concerned about their
own individual retirement prospects, but also
about how the aging of the population will affect
the future prosperity of their nation. Sixty-eight

percent of South Koreans agree or strongly agree
that “supporting the growing number of elderly
will be a large burden for tomorrow’s workers
and taxpayers,” while just 12 percent disagree or
strongly disagree—an enormous six-to-one mar-
gin that is twice as wide as the margin in Taiwan,
the next most pessimistic country. Meanwhile, 71
percent of South Koreans agree or strongly agree
that “supporting the growing number of elderly
will be a large burden for tomorrow’s families,”
while just 10 percent disagree or strongly disagree,
an even more lopsided margin of seven-to-one.
Sadly, the old themselves are much more likely to
hold this view than the young. South Korea is also
the only country surveyed where the expectation
of rising living standards has faded. When asked
whether “each new generation of workers will
have a higher living standard than the previous

8 From Challenge to Opportunity: The Future of Retirement in South Korea



one,” as many respondents disagreed as agreed.
When asked whether “each new generation of re-
tirees will have a more secure retirement than the
previous one,” nearly twice as many respondents
disagreed as agreed. In every other country, the
share of respondents who agreed that future retir-
ees will have a more secure retirement exceeded
the share who disagreed by at least two-to-one.
Yet if the level of concern about the retirement
challenge is higher in South Korea than else-
where, so is the level of support for constructive
policy responses. By a margin of six-to-one, South
Koreans believe that the government is not “do-
ing enough to help today’s workers prepare for
retirement.” Seventy-five percent of respondents
agree that the government should “increase taxes
to provide a basic pension benefit to those elderly
who are in financial need,” a larger share than in
any other country. Meanwhile, 77 percent agree

The second wave of the East Asia Retirement
Survey was designed by the Global Aging Insti-
tute (GAI) and conducted during the summer
of 2014 by Ipsos Observer, a globally prominent
survey firm. The survey was conducted in China,
Hong Kong SAR, Indonesia, Malaysia, the Philip-
pines, Singapore, South Korea, Taiwan, Thailand,
and Vietnam. All survey samples were randomly
selected and nationally representative, except that
the samples for China, Indonesia, the Philippines,
Thailand, and Vietnam were limited to urban ar-
eas. The interviews were conducted by telephone,
except in the Philippines, Thailand, Indonesia,
and Vietnam, where they were conducted in per-
son. The survey universe consisted of household
“main earners” aged 20 or older, including both
current main earners and retired main earners.
GAI weighted the raw survey data by age, gender,

that it should “require workers to contribute more
to pay for government pension programs,” again
a larger share than in any other country. Eighty-
three percent agree that the government should
“raise the retirement age,” far and away the larg-
est share of any country, while 94 percent agree
that it should “require employers to offer more
jobs to the elderly.” Large majorities of South Ko-
reans would also support government initiatives
that encourage or require workers to save more
for their own retirement.

The challenge may be daunting. But the strong
support of South Koreans for personal respon-
sibility for retirement security, their positive at-
titudes toward work and retirement, and their
willingness to embrace a wide-ranging reform
agenda, even if it involves personal sacrifice, all
suggest that a solution is within reach.

Sample Size and Margin of Error

Sample Size Er':_noarr(%rigff)*
China 1512 2.5
Hong Kong 749 3.6
Indonesia 1023 31
Malaysia 990 31
Philippines 997 31
Singapore 750 3.6
South Korea 997 31
Taiwan 998 31
Thailand 1008 31
Vietnam 995 31

* Margin of error at a 95 percent confidence interval.

From Challenge to Opportunity: The Future of Retirement in South Korea 9



and educational attainment using census data and
other standard national and international statisti-
cal sources. The survey analysis was carried out
using SPSS statistical software.

The sample size for seven of the ten countries
ranged from 990 to 1023. In China, the sample

Elderly: The elderly in this report are defined as
adults aged 60 and over.

Financial Assets: Financial assets in this report gen-
erally refer to insurance and annuity products
and stocks, bonds, and mutual funds. Unless
otherwise noted, they exclude bank deposits.

Funded Pension Systems: A funded pension sys-
tem is a system in which the contributions of
current workers are saved and invested and
benefits are paid out of the accumulated assets.

Household Income: Household income refers to the
income of all household members. For retirees
living in multigenerational households, it thus
includes the income of their grown children.

Market-Oriented: Market-oriented refers to de-
gree of engagement in financial markets. A
market-oriented country or society is one in
which a large and/or rapidly growing share of
the population invests in financial markets and
owns financial assets.

Means-Tested Programs: Means-tested programs
are social assistance programs in which eligi-
bility for benefits is limited to persons with in-
come or assets beneath certain thresholds.

size was 1512, and in Hong Kong and Singapore it
was 749 and 750, respectively. The margin of error
for the survey at a 95 percent confidence interval
ranged from a low of plus or minus 2.5 percent-
age points in China to a high of plus or minus 3.6
percentage points in Hong Kong and Singapore.

Pay-As-You-Go Pension Systems: A pay-as-you-go
pension system is a system in which the contri-
butions of current workers are directly used to
pay for the benefits of current retirees.

Replacement Rates: Replacement rate refers to the
share of a worker’s income that pension benefits
replace. If benefits are paid as a lump sum rather
than in monthly installments, it refers to the
share of income they would replace if annuitized.

Retirees & Workers: The division of respondents
into “today’s retirees” and “today’s workers” is
based on self-identification by the respondents
themselves. Respondents were told that retire-
ment means “no longer working or working less
than when you were younger and having no
plans to work full-time again.” They were then
asked whether they are “currently retired.”

State Pension System: The term state pension
system in this report refers to all mandatory
pension systems or retirement savings Sys-
tems established by the government, provided
that the systems are contributory and are not
means-tested. In South Korea, the state pen-
sion system includes the National Pension Sys-
tem and civil service and military pensions.

10 From Challenge to Opportunity: The Future of Retirement in South Korea
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