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BENCHMARKING INDONESIA REFORM

TABLES.6 Assessment of pension system performance and level of reform needed

Performance Indirect impact
Formal
laborforce 60+ laborforce
participation participation Savings and
Economy Sustainability Coverage Adequacy rate rate capital market
Cambodia Miror Majar Major Minor Miror Minor
China Signihcant Significant Maijor Major Major Major
Hong Kong SAR, Minor Minor Signifhcant Minor Minor Minor
China
Indonesia Minor Major Major Minor Minor Major
lapan Minor Minor Minor Minor Miror Significant
Korea, Rep. Significant Minor Significant Minor Significant Minor
Lao PDR Minor Major Major Minor Miror Minor
Malaysia Miror Minor Maijor Significant Major Minor
Mongolia Major Signihcant Significant Major Major Major
Myanmar Minor Major Major Minor Minor Minor
Philippines Significant Major Major Minor Miror Major
Singapore Miror Minor Major Significant Miror Minor
Thailand Significant Signihcant Signifcant Minor Significant Major
Timor-Leste Significant Minor Minor Minor Minor Minos
vietnam Major Major Major Major Major Major
Source: Palacios 2015, based on data from economy pension SyStem Sources.
Source: World Bank Pension Database Fension
‘Live Long + Prosper’ Publication v
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INFORMAL SECTOR COVERAGE: LESSONS LEARNT

* Multiple solutions will be required to solve this complex problem

* Labor force needs to be segmented

* Top end of the income pyramid, new approaches to increasing the coverage of formal

sector workers are being tested (auto enrolment / simple plans for SMEs)
* Bottom end need to protect most vulnerable not able to save via social protection

* In between, simple, accessible, incentivized informal sector schemes being developed
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Informal sector

Vulnerable poor
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ADEQUACY RATHER THAN SUSTAINABILITY CHALLENGE

FIGURES.7 Awiderange of designchoicesinthe pension benefit

isavailable
Simulated gross and net replacement rates for hypothetical workers
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‘Live Long + Prosper’ Publication

Pension spendin g as a share of GDP (%)

A

INDOMESIA PENSION CONFERENCE "Way Forward for Next Quarter Century”

YEARS OF 25-26 April 2017
PENSION SAVINGS Grand Hyatt Hotel, Jakarta



——

GREATER PORTFOLIO DIVERSIFICATION
NEEDED FOR EFFICIENCY + SECURITY

Portfolio of Occupational Pension Funds
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Portfolio of Social Security Funds

o - Excl. Taspen & Asabri; Dec. 2015
Land and Building Others
5.1% - __ Others
Mutual Fund \ 3.5% Deposit and Mutual Funds | 7 1.0% _
6.5% B savings 7.8% - ____Deposits
S 30.8% P 24.5%
136% | D, | :
Government |
.: Securities -
38.8% = |
= — Shares
| 20.6%
8ond and Sukuk Government

Bond
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Source:0JK f?
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INTER-RELATED CHALLENGES WHICH NEED TO BE ADDRESSED

Instrument
creation

Development
of long-term
assets
Capacity

Regulation Building
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STRATEGICVISION FOR REFORMS

Pension
Discuss overall sytem goals System Goal

(RR Target?)

Discuss relationship between

mandatory / volunatry Mandatory Voluntary

0/7 0/
- severance pay? /o <k

Issues to discuss:

- withdrawals

- Occupational ional
-compliance T . Old age grant Occupationa

-education DPPK DPL

-investment (long-term,

Informal
sector
coverage
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SUGGESTED IMPROVEMENTS TO PENSION LAW [1/1992

* Governance

 Supervisory Boards and management should have corporate
governance framework and risk management function (risk manager,

internal auditor and compliance officer)
* OJK should be empowered to support the legal requirements with
regulations
* Market Conduct

* Requirements on persons selling pension products and require that

any information given to the market meet minimum disclosure

standards
* AML/CFT Requirements Fu.r
* Preservation + Vesting o -
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