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Introduction

Social security pension schemes have traditionally been funded through a pay-as-
you-go (PAYG) system, by contributions from employers and employees. Because
of their high vulnerability to demographic changes, public pension systems often
face financial sustainability and inability to fulfill their long-term obligations when
they reach maturity. Therefore, major reforms have been made in most countries of
the world to deal with the economic threats of pension plans and to ensure the
sustainability of the services they provide. The financial status of Iran's pension
funds shows that most of them are financially unsustainable, crossing their balance
point of cash resources and expenses. Therefore, they need some urgent reforms.
Due to the diverse and extensive experiences of countries in the world in
implementing pension reforms and considering that there is no single policy package
for pension reforms in countries and each country should design and implement its
own policies and reforms based on its special conditions, the purpose of this study is
to investigate the experiences of selected countries in order to provide lessons for
designing the most appropriate pension reform policies in Iran.
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Literature Review

Demographic and labor market changes, changes in the nature of jobs, free mobility
of labor, and informal employment are among the factors affecting the functions and
financing of social security systems. These trends have caused DB-PAYG pension
schemes in most countries to confront with major problems in financial
sustainability, which has subsequently led to pension reforms. Most countries have
tried to solve the problems of pension funds by performing parametric reforms in the
form of reducing pension benefits, increasing contribution rates, or/and raising the
retirement age. However, due to the wide scope of the crisis, parametric reforms
were not enough alone, and therefore structural reforms and strengthening and
developing funded pension plans were also widely considered.

There have been significant studies conducted in the field of pension funds that have
analyzed the issue from different aspects. These studies can be divided into two
groups in a general approach: the first group has examined the effects of the pension
system on macro variables and vice versa, and the second has focused on the
evaluation of pension funds and the design of pension reforms.

Materials and Methods

This research is applied research with a comparative approach, and in terms of the
research strategy, it is a combination of documentary studies and mixed exploratory
studies. The research sample was selected in a way to provide a combination of
countries with a successful pension system and countries similar to Iran according to
a number of variables and indicators. In line with the purpose of the research, we
review and analyze documents and recorded experiences of the selected countries of
Netherlands, UK, Germany, Turkey, Russia, and India along with Iran. The
countries were examined and compared in seven axes, including economic and labor
market variables, demographic variables, social protection system, world ranking of
their pension system, features and parameters of their public pension programs, the
generosity of pension programs, and reforms in the pension system.

Results

Comparing the social security systems of the selected countries to Iran contains
several important points:

* In terms of economic and labor market variables, Iran does not have a favorable
situation compared to the selected countries, and in such a context, it is not strange
that its social security system faces unsustainability.

* Although Iran is currently in an exceptional demographic window of opportunity,
the low fertility rates along with the growing trend of increasing life expectancy will
raise the issue of the aging population in the future, which will be an important
challenge for the future of the social security system of Iran.
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* Iran has a favorable situation in terms of the variety of services provided in the
social protection system, but it faces some problems in terms of the quantity and
quality of the services provided. Moreover, in Iran, there is not enough diversity in
terms of the types of schemes to provide income for old age.

* [ran’s pension schemes are defined benefit plans, which have a high dependency
on the ratio of insured to pensioners (support ratio), and their main source of
providing pensions is the insured contribution of the members.

* The parameters of the pension system in Iran have a significant gap with their
desired values: among them, the accrual rates in Iran are high, and the effective
retirement age has decreased, despite the increase in life expectancy, with the
approval of various types of early retirements.

Conclusion

The solutions to improve the situation of the social security system in Iran can be
proposed in three areas of policies regarding the macro environment, the social
protection system, and the country's pension funds. In the field of policies regarding
pension funds, we suggest parametric reforms such as increasing the retirement age
in proportion to life expectancy, guaranteeing a basic level of pensions for all
members of the funds, limiting early retirements, and reducing the accrual rates;
along with structural reforms, including the integration and organization of pension
funds under a coherent system, the transformation from the single-layer PAYG
pension model to the multi-pillar mixed pension system, and the expansion of
private and personal DC saving plans with sufficient flexibility in the top layer.
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