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Abstract

Korea Teachers Pension (private school pension) is a mandatory pension and a social security system for
private school teachers to ensure the stability of subscribers by a supplying pension when they (and their
dependents) face future economic risk due to retirement or death. Therefore, the Teachers Pension must
provide stability and sustainability in regards to adequacy of income and to function as a pension. However,
the Government Employees Pension System (GEPS) of Korea (the most representative special occupation
pension) recorded a fiscal deficit in 2001 and with an accumulated deficit that is expected to grow; subse-
quently, various plans for the reform of GEPS have been actively discussed. The Korea Teachers Pension
system is based on the GEPS scheme and is not free from the GEPS discussions on reforms of national
pension. The current system for the Teachers Pension needs to be improved because it is expected to be
depleted within the next 30 years due to low fertility and an aging population in Korea. This study discusses
existing Teachers Pension schemes problems and suggests a projection method and revised plans to improve
it. We use long-term financial projections of the Teachers Pension to estimate the fund exhaustion point
and the minus balance of the financial scale as well as analyze the supply-demand burden structure that
reflects the future population structure to propose Teachers Pension reforms that will improve stability and

adequacy.
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Table 2.1. Mortality estimates of 65 year-old male in Korea

Year 2010 2020 2030 2040 2050 2060
Teachers Pension 0.00692 0.00630 0.00574 0.00523 0.00476 0.00433
Statistics Korea 0.01467 0.01114 0.00832 0.00614 0.00456 0.00334
Park et al. (2013) 0.01643 0.01193 0.00870 0.00640 0.00473 0.00353

Poi3k7] 8 Folel A BAAA BYAT ARG FAAG otk RO R AFAFE 57
S AT R Al B FFPRTE BAL B3 Soue SANRERATES o] 8o =

% Rolth.

2 A7 7A4L vt 2k Al 28elA e AEtdw AR FAL i 9 29E =98 etk =

ARt 7EdAE B RgsE #A, A E e 79 FAE =% 5, ol Fus ¥ oY

= 7122 AReA 9 devls FAZAE A9 Aol Al 3FelAE A ARtdF A=l W=

=l l'ﬁrﬂl’“ = =28taL, o s dsly] A Yo w, Al 47N 13 S22 NI A= B AY

WS AN =3 ol T Aol Aol HgBtel wole] AN, At/ AT 2 3878 59
2

oA 7H/d a7} =R Feld ZAojr). mxgez A 532 A2 U AAL FE5

¥
5

715 9 AL IR, o £901 5= AU A 0 LA K oI
I geElare vEsokeln, = AYEn A9 AFAYE, addoln s
48 53} 28 A7FA 250l a7HL Agol AL SR FAL A%
FAE P, A 2AE 22 51 8 55 A7 A0S, 4REE 59
o|ed AT AU FRAE NE2 ARFAT oLz, AR
}‘?:17]7\} té 25493 AF4SE, 7198 ® FolE, 222 Ve dE 59 BAd
I 3 31t} (National Pension Research Instltute7 2012).

FAF AFEAE A AAAE B3 LolAE £, FFANA AFHE A%, 2eln ARFH
O

_‘>i
©
<
it
_l

fo N x| oft of ml >
s} [ﬁ
é‘ d
JIN' N
200
S ol
T;”“'m
ok
a i,
kS
“Jﬁxv”
v Bl oox oy o

o o
1o
ox

S0

et
9

2.1. APSHO1Z JIARIC] AlE

sh=ro] nEslel AEAR2 AANA FElE 2] 5 A== vl FAA e o, o3
a3} A2 dAe] A LR ASKHUHE, At 25 g0 JAYshes AT7FAR A5l Biks
A7F ZAasta, o wef LolR e RS I3 S7MAA AR AA| Adtel] 2% 3HLeh 43S
A 7oz AAHTt oldf met AFAF 5o FAAFY AMAFA AT thgFst Fejz FAF I
nd Aow AgHETE WA AAEY % oA B I TAavt wAY 4] TAR o]o)X
ola, AAAE S B 132 Ast AFFFAL 571 2 AZFF 73] A= Z714
2 AF AR Gt EVEE Aer B
wEhx] ot AE el th-Sstal Ko} AR AAFAE fste] AFeAF ZFA Al sk st
APEES FA+ F4Ad Aoty a8 AFEMAFE HelE A Al AFAE TFAAR] AYE
(The Committee of Actuarial Valuation of Korea Teachers Pension, 2010)-& A3 B, 2] zA o
ARSSE AP ZFAARY APRE Fhol VAN E HiEAE AeE Btk thae] Table 2.12
AerlF Fe]g ol A Xﬂ}\]ﬁ AVE, SAIA A AAIE =4 /\]’“} , ZL2]al Park 5 (2013)°llA] A
Algt g A AFES AEd Folth 2010 AFEAE AFGES 0.006922 A 2D I AYE

e}

o s tlo =

)



646 Yousung Park, Min-Yeol Jeong, Saebom Jeon

o vjEl FAF] F2 AteFe S Holed HiEl, 2050 o] 3= 238 FAH @ Fu AFFERTE
QulR o7 A}t ZRAYo] Zul AR ool AFLEF v L 7S A=

AF 7HAAE AFTES =0 AAJATFE ez she AFgE vsl 22 e
A 43] ghdsty] flste] AA JATE Y22 she =W APgE Hruke, Hut %
A 258 Zv dF9 AES 1T 5 Yok A FUE e sk ARE AT BE
B 01%6}04 *&%5& i—!%#%ﬂé ZItei S B, 2010 7] &5/ 30%0l 3l
63d A= A vetgdth 59 A1 2010
< ZH7 76.814, 83. 73*%]% FAsed, ol =9 A
A AFES ol%ﬁ& ﬁé&& 2 71EH¢U*°] 2 425299 7|l =T 2 gloma  ASARY
44 7] g &+ = ﬂOID}. T oY T 2549 G
/4] oAk Zltfed e 20159 H7]
G2 AP ERT 9d A3, &5
91 o439 }%-3% B AR AFEEl 13 Ae g A 4 ootk w}aw Oﬂw%ﬂ/\i%
AREHAF ZH)Ake] AR ES Sl A AFEE V122 FL 9d, o482 5d whE A At

to

f
N
fu)
&2
o
rlo
J¥
N
N
\]
CO
@
=~
__>‘;
(0]
(')1
CO
()
__>‘;
i
=
o>4

b b

22019 HH 1EH°%U4(79 65*1])»}
Oy (85.484)3 714 71T &, 2SAR] W
5

sto] W Fi,
A&

Y
e

}i Au 7R AR S e T AT AkR g FRate] A7k
A2F 8l AFGARS s ok 2

A YA = (A% B AL - HAA - ) + AFALHT, (2)

&

AZNA t= NHS, de 7H717e B, FA19] 7120l He 2010d 7HIAF AR A S #E
TG AT A AR E oStk At E ZHAE 8 FAS WS 24 F 7ot A H
Ae A9 A7HE B AAEE S 5 L8 AF7aAE WA A A H4 9 A
A5 ALe A= ZFdAbel] Fatete e R, A7IYES dRE A7HIAE #0F Sl vz
e F Al 19 1Y S FE olgel At s AR FAlsks e R HA 3 AR
A2 AL A T TEdAR A AL AF ZHAAL] vEE = A9e AR Y8k ol
20103 At AGAGAA L 935 Huxe A dA PHd A8 A7) ES ARSS) ARt S T
PAE FASGA, AdWFer F AR YT Jlrﬁﬂocl fa WA g 7P ofE el Jle
U ATARE ATt W 107 S o Afo] Hrp =2|F o 457 Jlae AFT vk ok wet
A B AT F A P FAAE AT w197 M 8 A8kl AstdE MRS FAE)
k.

=, AA FAFALFAF(FEAT) $ A g viF2 2010d F=u SRS SAAEA A
A| At A4l 4,043,418 08, o= e dFEA A 20109 3 01? 9,854,852
(Park &, 2010)& 71€o=2 & o 41.03%3on, e 7F4AE FA 0l dolA o2fd v&2 kA
Ferhal 7Hsigith teog, Arsta Mg A AT ] w109 Y 4, e B Hge] )
&2 ol8std ARt g 7R £ FAE £ Aok 1Y 19" T = 2010d 71E 23.9% (AHE
sty WY & 160,098 )01 QEHl, 2020714 = OECDHF &0 =2a aomﬂ A3t =Y 19
S £ 15%ez AAsiglon, wdd Ao vjE2 2010d Bl 58.1% = A ste] Apstad
7F47E 5 FAST 34, A FAE Aetde dEgdelA ﬂl—gﬂ AEE-7HY7IE =
S Agston, AMdA FAE o HollA A=d AMES A8scth viA e g A A=

o!
ok

N
J

X oaly oft



How to Maintain the Financial Stability and Adequacy of Teachers Pension 647

Table 2.2. Projection results of teachers pension holder

Number of 2014 2020 2030 2040 2050 2060
Private school student 3,688,550 3,156,247 3,031,311 3,120,206 2,679,594 2,410,675
Planholder 285,074 331,594 317,072 320,892 273,951 247,227
Retiree 27,556 36,135 34,379 35,239 27,443 27,241
Dead 417 409 285 205 138 89
New planholder 32,158 49,284 34,846 34,084 21,565 27,604

s 17 21 25 29 33 37 41 45 49 53 57 61 65 = 02 46 8 11 14 17 20 23 26 29 32
(a) Income for age (b) Income for duration

Figure 2.1. Monthly income for age and duration period (male staff).

AU & 7FYApl A ] Z 2k} AFARE A9 3 &, A E AFEAF 7R vEE = ol A

TR A w2 2010 7]1E AL 26.74%, AR 73.26% = viSl B LA HEeATh oo

Table 2.2 AFSIAZ 7HA2F 2 547, ApAL, kY Ak 27 Astolct.

27 A3}, AT s S 20149 F 3709 HollA 2060 oF 2407

ol weh ASHAE ZHAA S 20144 oF 287 Wolgirhh, 2 199 84 =

2020 339 Yoz HWPL Bl F 20604 OF 25¢ Wo] B FAAY 5 AUtk HA% 5o A
st

P
N
= 0
ot
o
o

ZF 4] F a2 2020900 <F 49,0007 o] a1, AP wAY o] AR 20601 <F 27,000 02 AT
AL o 3= e

AU ABAAF YA FAE BT, AT FHFS FAL S ek o) AeAFe) R
ARG, ARG F, FAREF, ANLAREF 2 HAFIRLFS TG FAL AvSA,
B AT o] F AF71Fo) TYFE RPR AAREF, WANER, FARGZUL 25
b AARGFE AeAF AHAAe] B BelA T%E Jse, WARYFE TATIYAL B9
AQsgze] 4117/7000, AA7HAA] B AN LG FH FAT Folth. FALYFL BATHYA
o A% AHARTFe) 2883/7000, AATKAA] B9 Yowl, o] o FadFI AANEFo] Tt
oy geRehas T/ERe] gk 2L 2011, 12, 1398 AZA FFL /)22 AR
106%8 3435 AAsteleh. AAF REe 2AR) AL 4 a5 B A

A=ar=1 e R |
= 2T E AT AR T 9 2592 JI47I7HE A5 A8E 4a50] Jon A5 BEXE 3o
Figure 2.13} Zt}.

Figure 2.1& AAF 497 T3 5 94 499 9308 @ 7171008 9 259 $EE ehdch



648 Yousung Park, Min-Yeol Jeong, Saebom Jeon

Table 2.3. Contribution income of teachers pension (Unit: million won)
Contribution 2014 2020 2030 2040 2050 2060
Nominal income 2,064,097 2,693,760 3,683,038 5,220,557 6,641,288 8,045,020

Real income (value in 2014) 2,064,097 2,318,295 2,454,530 2,818,047 2,940,911 2,922,504
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Table 2.4. Projection results of teachers pensioner

Number of 2014 2020 2030 2040 2050 2060
Retirement lump sum 23,524 30,045 28,235 28,520 20,472 20,355
Survivor lump sum 188 189 151 111 74 45
Retirement pension 42,860 64,432 114,653 152,984 179,766 200,347
Survivor pension 5,262 8,926 16,306 24,280 31,021 33,110
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Table 2.5. Teachers pension benefits (nominal) (Unit: million won)
Benefits 2014 2020 2030 2040 2050 2060
Retirement lump sum 209,469 320,993 579,050 864,460 1,136,463 1,339,956
Survivor lump sum 14,662 17,771 18,094 18,599 18,509 16,399
Retirement pension 1,453,886 2,705,875 6,795,150 11,852,688 18,216,312 27,149,551
Survivor pension 113,124 236,367 596,296 1,090,578 1,740,579 2,366,300
Survivor surcharge 5,875 6,713 4,553 3,973 3,859 3,902
Survivor special surcharge 1,410 3,019 3,909 3,181 3,474 3,659
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Figure 2.2. Financial projection of teachers pension.

Table 2.6. Financial projection of teachers pension (Unit: billion won)
Nominal amount Real amount (value in 2014)
Year Annual Annual Fiscal Pension Annual Annual Fiscal Pension
income cost balance fund income cost balance fund
2014 2,612 1,818 794 14,596 2,612 1,818 794 14,596
2020 3,413 3,314 99 17,335 2,937 2,852 85 14,919
2021 3,471 3,676 —205 17,130 2,911 3,083 —172 14,369
2028 3,587 6,995 —3,408 3,675 2,507 4,888 —2,382 2,568
2029 3,539 7,512 —3,973 - 2,415 5,126 —2,711 -
2030 3,470 8,029 —4,559 - 2,313 5,351 —3,038 -
2040 1,237 13,878 —12,641 - 668 7,491 —6,824 -
2050 —6,203 21,182 —27,385 - —2,747 9,380 —12,127 -
2060 —22,703 30,966 —53,669 - —8,247 11,249 —19,496 -
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T
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Table 3.1. Projections of teachers pension holders and pensioners (Unit: person)
Teachers Pension (2010) Our model
Year Number of Number of Dependency Number of Number of Dependency
Planholder Pensioner ratio (%) Planholder Pensioner ratio (%)
2014 286,162 54,098 18.90 285,074 72,471 25.42
2020 295,569 79,009 26.73 331,594 104,562 31.53
2030 296,267 132,457 44.71 317,072 161,110 50.81
2040 295,434 164,166 55.57 320,892 208,654 65.02
2050 282,526 172,437 61.03 273,951 235,282 85.88
2060 259,265 176,998 68.27 247,227 258,773 104.67
Table 3.2. Monthly salary and standard monthly income of teacher (Unit: won)
Income Amount Kindergarten Elementary  Middle High College University
school school school
Average monthly salary (2009) 1,487,342 2,637,908 2,909,748 2,900,813 2,889,425 3,019,035
Standard monthly income (2010) 1,479,245 4,363,069 4,499,793 4,684,578 4,235,230 5,014,290
Income replacement rate 0.755863 1.257031 1.175305 1.227338 1.113985 1.262278
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Table 3.3. Teachers pension benefits and benefit-cost (value in 2014)

Monthly benefit Generation transfer Benefit-cost

Commencement at (Unit: won) (Unit: thousand won) ratio

2030 2050 2030 2050 2030 2050
Kindergarten 907,308 1,156,470 266,810 591,417 3.22 3.56
Elementary school 1,589,927 2,026,547 592,938 1,385,647 3.81 4.42
Middle school 1,344,209 1,713,351 395,288 876,206 3.22 3.56
High school 1,552,366 1,978,672 578,931 1,352,913 3.81 4.42
College/University 1,793,338 2,285,818 527,363 1,168,965 3.22 3.56
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Table 4.1. Contribution rate and benefit coverage rate for teachers pension policies

C t
omencemett Current Reform Suggest 1 Suggest 2 Suggest 3
year
Contribution 2030 0.0700 0.0900 0.0706 0.0700 0.0754
rate 2050 0.0700 0.0900 0.0704 0.0700 0.0810
Benefit 2030 0.0190 0.0175 0.0190 0.0189 0.0176
coverage rage 2050 0.0190 0.0170 0.0190 0.0189 0.0164

Table 4.2. Fund exhaustion point for teachers pension policies (value in 2014)

Policy Current Reform Suggest 1 Suggest 2 Suggest 3
Fund highest point 2018 2022 2021 2018 2021
Fund exhaustion point 2029 2035 2034 2030 2035
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Figure 4.1. Financial projection of teachers pension (value in 2014).
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Table 4.3. Financial projection of teachers pension (value in 2014, unit: billion won)

Financial projection Year Current Reform Suggest 1 Suggest 2 Suggest 3
2014 794 794 794 794 794

2020 85 1,107 T 144 768

. 2030 —3,038 —1,428 —1,608 —2,499 —1,425

Fiscal balance

2040 —6,824 —4,205 —4,188 —5,158 —3,471

2050 12,127 ~8,129 7,925 ~8,436 ~6,137

2060 —19,496 —13,666 —13,346 —12,650 —9,788

2014 —629 —629 —629 —629 —629

2020 —1,649 —968 —1,256 —1,591 —1,234

2030 4,883 ~3,633 3,924 —4,344 3,629

Government fund

2040 —8,956 —6,751 —7,030 —17,290 —6,092

2050 —14,437 —10,872 —11,137 —10,746 —9,029

2060 21,866 ~16,465 —16,757 ~15,020 12,797

Table 4.4. Monthly benefit for school type and policies (value in 2014, unit: won)

Commencement at 2030 2050

School Type Current Reform Suggest 3 Current Reform Suggest 3
Kindergarten 907,308 874,389 874,326 1,156,470 1,036,978 1,027,493
Elementary 1,589,927 1,532,241 1,579,638 2,026,547 1,817,156 2,014,907
Middle 1,344,209 1,295,439 1,295,345 1,713,351 1,536,320 1,522,268
High 1,552,366 1,496,043 1,542,321 1,978,672 1,774,227 1,967,307
College/University 1,793,338 1,728,272 1,728,147 2,285,818 2,049,637 2,030,890

Table 4.5. Benefit-cost for school type and policies (value in 2014, unit: 1000 won)

o ¢ 2030 2050
ommencemen
Current Reform Suggest 3 Current Reform Suggest 3
K 177,813 161,289 174,602 261,893 195,051 208,457
) E 395,159 364,457 403,788 613,596 480,485 584,375
Generation
¢ ‘ M 263,437 238,955 258,679 388,004 288,976 308,836
ransfer
H 385,823 355,847 394,249 599,100 469,134 570,570
C/U 351,456 318,795 345,109 517,644 385,528 412,025
K 3.22 2.67 3.10 3.56 2.48 2.81
E 3.81 3.15 3.76 4.42 3.09 3.87
Benefit-cost
. M 3.22 2.67 3.10 3.56 2.48 2.81
ratio
H 3.81 3.15 3.76 4.42 3.09 3.87
C/U 3.22 2.67 3.10 3.56 2.48 2.81

* K: Kindergarten, E: Elementary school, M: Middle school, H: High school, C/U: College/University.
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AREFE AR DU AT AUSE ATOE, AT B AP S0 BAH AU 4T 32 <
B8 slel WAL ) AR SRR, Ko Addael BAEe A5 AaAE T3 @
44 2 A% ks o] Fuslofof shul, A% Fola5ES WAL & Aol o JEM v s sadse
FAAFE olv] 20018 AA5A AAE AAeAgon, TA4NEL oz 0S A Aoz A4Ho 22 o
o FA efe] Afoiatel B £oIST ek Aot AL AEdow 3 mgxﬂﬁ 722 shent, olg
3 F0AF L FTADF A wololA AREA Rk B ohlet ARe) 1P A AFTR $ 12 2 ),
FYAE el A ARIAF 71T 94 B 304 1 71 2] gt ik, BAY AAF A AAE B
7} 9ee AT B A7E 12 A AR $ARE Aojud, olE AN A% zﬂl R
Pk AT o8 A3l AT ANNAFAE 5B AFnBAE 2 xﬂwx}ou F2E A5, WA
% ulelsl ATTEE WY SEVE TEE U LATOZA, AelFel R4 A4AE FAHA A
2 Pore wolsazt ae)

o] =¥ E+ AAMxe 20139 AR (ZSH)Y APoR st=xAFATE AYS Dot A A7) (NRF-
2013S1A5B8A01054750).
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