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PILLAR  

 

Pros:    
• ECA benefits were usually fiscally unsustainable 
• Reducing PAYG benefits, adding a funded pillar could 

reduce fiscal burden and maintain replacement rates’ 
 

Cons:    
• Funding introduced capital market risks for retirees 
• Establishment of capital markets in ECA appeared 

optimistic 
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INSTITUTING 2ND 
PILLARS  
 
 



ECA COUNTRIES NOT 
INSTITUTION 2ND PILLARS  
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MANDATORY 
CONTRIBUTIONS POST 2008  

 
 



ROLLBACKS IN 
MANDATORY 2ND PILLAR  
 
 



INTERESTING 
SPECIAL CASES  
 
 



REASONS GIVEN FOR 
ROLLBACK  
Global Fiscal Crisis (Great Recession) 
• Reduce of short-term budget deficit 
• Reduce Government debt (broader) 
• Relieve pressure on sovereign wealth fund 
  
Fund Specific Failures 
• High administrative costs 
• Low rates of return 
• Low coverage  
• Lack of public confidence in system 
 



CONCLUSIONS  
 

• World Bank less wedded to mandatory second 
pillars now 

• Good actuarial offices are necessary (estimates of 
life expectancy; birth rates; rates of return, etc.) 

• Good actuarial offices are necessary but not 
sufficient 

• Public opinion and buy-in is crucial 
• Political considerations also paramount 
• Pensions will always be the first line of defense 

against macroeconomic difficulties whether falling 
tax revenue or increasing debt 
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