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Partners’ View

The value of the Financing Demographic Shifts 2030 project

“A rapidly ageing world population will have profound implications for both developed and
developing countries. How elderly people are regarded and treated is the hallmark of a
civilized society. This report is timely because all stakeholders recognize that a secure
retirement and access to healthcare in older age are significant forces for social cohesion.
This, in turn, is essential to global economic and social stability. In publishing this report, the
World Economic Forum has contributed to the deeper understanding of a profound global
trend, appropriately setting the stage for Phase 2 of this project, which will explore flexible
approaches to policies, products and services that can be successfully delivered under a wide

range of economic and social circumstances.”

M. Michele Burns
Chairman and Chief Executive Officer,
Mercer

“The World Economic Forum project on Financing Demographic Shifts will certainly stimulate
critical thinking on one of the most important challenges facing major economies. One of the
striking dimensions of this Forum report is the diversity of future scenarios that are plausible -
from the constructive to the chaotic. This range underscores the fact that stakeholders in
government, business and civil society have the opportunity, and indeed the ability, to shape
the future in a positive direction. The report also makes clear that no single stakeholder has
the competence or the resources to fashion solutions. Rather, all stakeholders including, very
significantly, the private sector, must come to the table in order to fashion sound solutions.
Using the World Economic Forum report as a foundation, the dialogue between various
stakeholders in Phase 2 can make a tremendous contribution to creating long-term retirement
and healthcare solutions that responsibly balance competing considerations.”

Olin Wethington
Chairman, AIG Companies in China
American International Group (AIG)

“Being a Western European ‘babyboomer’” myself, | have always appreciated that my elders
had the foresight, sense of responsibility and will to put in place long-range programmes
addressing the financial and healthcare needs of future generations, especially in such a
fashion that they would not only be reliant on government action and programmes. It was
therefore a real privilege to participate in this World Economic Forum project resulting in this
great document. | hope it stimulates thinking that will lead to strong joint private and public
sector action so as to make the world a better place in the decades to come.”

Dennis Ziengs
Chief Executive Officer, Asia
Fortis Insurance International



“The Financing Democratic Shifts project is an important initiative that should be a catalyst for
effective private market and public policy responses to the significant pension and healthcare
challenges facing ageing societies. The combined cost of meeting pension and healthcare
expectations of elderly populations will require new approaches to financing benefits in old
age. While we manage the transition from public to private systems, a key challenge will be to
maintain the motivation of younger workers who face the double burden of financing public
benefits for older generations as they make private provision for their own futures. | look
forward to building on the thought-provoking scenarios in this report to develop innovative
options that address these challenges in Phase 2.”

Dr Dieter Wemmer
Member, Group Executive Committee and
Chief Financial Officer, Zurich Financial Services

“Facing retirement and health challenges, and their combination, will be on top of the policy
agenda in the 21st century. Public-private partnership will play a key role in helping our
societies to address them. There is still a lack of political awareness — or willingness - on
these indispensable systems and schemes to prevent expected economic and social
disruptive factors absent proper actions. Private schemes will be essential, to complement
public schemes and to develop innovative solutions, but they will call for proper regulation.
Special efforts are also requested to help populations become more aware of risks and
responsibilities which they will increasingly have to bear. The World Economic Forum initiative
provides a benchmarking source for addressing these challenges.”

André Laboul
Head, Financial Affairs Division, Organisation for
Economic Co-operation and Development (OECD)

“No social force is as predictable in its arrival as the disruptive demographics of ageing —
what remains unclear is the magnitude of its impact on pensions, healthcare and innovation.
The Future of Pensions and Healthcare in a Rapidly Ageing World is a timely study providing
both insight and a compass to decision-makers in both business and government navigating
the new world of old age.”

Joseph F. Coughlin
Director, AgelLab, Massachusetts Institute of Technology

“The scenarios, built on a strong contextual background about the nature of ageing in contrasting
societies, provide fertile ground for planning and policy-making. The growing trend of inequalities in
ageing is rightly highlighted. Older people are not homogeneous; some will have a positive view of
old age and will pioneer a more active (and wealthy) retirement. Others will struggle to enjoy the basic
determinants of healthy life expectancy. The Forum has challenged us to make explicit decisions
about the kinds of society we could plan: consolidating or separating around the needs of some of
the most vulnerable. The worst scenario is no planning at all. This is likely to disproportionately
damage the vulnerable and lead to unintended and undesirable consequences for many more.”

Yvonne Doyle

Regional Director of Public Health & Medical Director
Government Office for the Southeast and Southeast
Coast Strategic Health Authority, UK
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Appendices

Appendix A: How to Use Scenario Thinking Inside Your Organization

Beyond the Forum context, the scenarios outlined in this
report may be useful tools to aid strategic decision-
making within your organization. This section briefly
overviews the process of using scenarios to catalyse
strategic conversations, enhance decision-making, and
better understand uncertainties in the external
environment that could impact your organization.

From scenario planning to strategic action

As mentioned previously in this report, scenarios are not an
end in themselves. But they are a powerful management tool
that can improve the quality of executive decision-making.
Many leading global companies use scenario thinking to help
formulate their business and investment strategies.

Moving from the scenarios themselves to strategy
development and action is one of the most critical phases
of the scenario-thinking process. If a scenario project fails,
it is typically because the scenario-planning process is not
sufficiently integrated into the executive decision-making
process, rather than because the scenarios themselves
were poorly designed or lacked creativity.

Scenarios are useful because they bring an additional
dimension to the understanding and interpretation of the
data upon which strategic decisions depend. By clarifying
future uncertainties, scenarios can bring into sharper
focus a range of seemingly distant forces that have the
potential to evolve and affect the overall environment.

The scenario stories in this report have a very broad
scope and are intended to increase our understanding of
the various uncertainties regarding the future of pensions
and healthcare, both in a global context and for China
and ltaly specifically. Such high-level scenarios can
provide a useful framework for positing more detail about
an organization’s specific external environment at the
country, industry and even product-line level.

Used purposefully, scenarios can:

¢ Enhance a strategy’s robustness by identifying and
challenging underlying assumptions

e Allow better strategic decisions by discovering and
framing uncertainties, leading to a more informed

understanding of the risks involved with substantial
and irreversible commitments and promoting strong
and pre-emptive corporate positioning

¢ Improve awareness of change by shedding light on
the complex interplay of underlying drivers and critical
uncertainties, and enhancing sensitivity to weak
and/or early signals of significant changes ahead

¢ Increase preparedness and agility in coping with
the unexpected by making it possible to visualize
possible futures and mentally rehearse responses

e Facilitate collaborative action by providing different
stakeholders with common languages and concepts
in a non-threatening context

How to make the most of scenarios

The main danger in moving from scenarios to strategic
action is that discussions may degenerate into broad
generalizations. For that reason it is wise to clarify at an
early stage the objectives and strategic decisions to
which the scenarios are intended to contribute. The
following points suggest some practical ways to translate
the scenario process and the materials provided in this
report into action.

1. Strategic decision-making

If you have a known set of strategic options for future
implementation, it is possible to use scenarios to evaluate
their resilience and vulnerability to future factors in the
external environment. In this case the need for the
decision is known beforehand, and the aim is to assess
the decision’s resilience in different external conditions.
The main steps are:

e |dentifying the key criteria and assumptions about
the external environment that would have to be met
in the future to support a “go” decision for each of
your known strategic options (e.g. required growth
rate, technological developments, regulatory
environment etc.)

e Assessing the state of these criteria or assumptions in
each scenario to decide on the overall resilience of
the strategies to different, plausible futures

e Ascertaining which options fit best in which scenarios,
and which ones are robust across multiple scenarios
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e Considering the need to hedge or modify the original
set of options to increase their resilience to future
uncertainties, and adding these factors to the data
set you consider before taking a final decision on
strategy implementation

2. Strategy evaluation

If you have an existing strategy, scenarios can be used to
evaluate its viability and identify any need for modifications
and/or contingency plans. The main steps are:

e |dentify specific elements of the current strategy and
spell out its goals and objectives

e Assess the likely success of the strategy in each
scenario

e Based on this analysis, identify opportunities
addressed or missed, risks foreseen or overlooked,
and comparative competitive successes or failures

e |dentify options for changes in strategy and the need
for contingency planning

3. Strategic option development

Developing strategic options is probably the most
interesting and challenging phase in a scenario-planning
exercise. The goal here is to develop and then evaluate a
range of options for consideration as either robust or
scenario-specific strategies. The former may be useful for
immediate implementation, while the latter may be
considered either as a potential gamble that the future will
most resemble that scenario or as a potential hedge
against it. The main steps are:

e [or each scenario, consider the main implications for
your organization in terms of new challenges,
opportunities or major shifts in the operating
environment (regulations, market forces, key risk
events, shifts in cultural attitudes, geopoalitical shifts,
etc.)

e For each challenge, opportunity or major shift in a
given scenario, consider how your organization might
respond so as to overcome challenges, take
advantage of opportunities and maximize the benefits
from change

e Use other resources, such as a long list of strategic
options (see section 3) or an analysis of previous
occurrences in history, to ensure you have identified
a broad spread of relevant options

e (Consider the total set of strategic options to identify
those that would create value across multiple
scenarios and therefore may be particularly robust to
the future set of outcomes

e Consider integrating the most pertinent strategic
options into an overall, coordinated business strategy

When using scenarios to engage in strategic analysis of
this kind, it is most useful to convene a small group of
diverse participants with expertise in the relevant area and
organizational responsibility. We have found that working
with someone with scenario experience who can help
design and facilitate this type of workshop is very useful in
enhancing the value of subsequent discussions.

Phase two of the Financing Demographic Shifts 2030
project will explore the strategic options for the various
stakeholder groups in further detail. This phase may help
you to develop your specific strategic options at the
organizational level.

If you would like more information on developing strategic
options for your organization, please contact us at
scenarios@weforum.org.




Appendix B: Details of Driving Forces

Global driving forces

Demographic shifts

Facts and/or projections

Relevance for pensions/healthcare

The UN (2007) predicts the old-age dependency ratio at the world level will
increase from 11.5% in 2007 to 25.4% in 2050.

The World Bank (2007) expects the labour force in high-income countries to
peak in 2010 and then begin to shrink significantly.

Uncertainties

Demographic shifts in the next two decades are fairly predictable. Only
extreme events such as pandemics, heat waves and breakthrough life-
extension innovations could influence these shifts significantly. What is less
certain is the proportion of the very elderly within the population and the
number of years of good or ill health prior to death.

Rapidly ageing populations — all
other things being equal — will
increase the demand for retirement
benefits and long-term care for older
persons.

A decline in the labour force — all
other things being equal — will
undermine the financial sustainability
of PAYG pensions and healthcare
systems.

Global economic and capital markets performance

Facts and/or projections

Relevance for pensions/healthcare

Real stock market returns can vary significantly. For example, in the past 50
years, the cumulative real (inflation-corrected) return on the S&P 500 Index
over different rolling 20-year periods has been as high as 1097% between
1980 and 1999 and as low as 15% (cumulative) from 1961 to 1980. Based
on data from 1952-2002, the average 20-year cumulative real return on the
S&P 500 was 284% (NDR, World Economic Forum analysis, 2008).

US Bureau of Labor Statistics data show the volatility of labour productivity
growth. From 1973 to 1995, US non-farm labour productivity grew at 1.2%,
while from 1995 to 2000, the annual average rate doubled to 2.3%, a
significant acceleration (BLS, 2007).

Uncertainties

Historical evidence indicates capital market returns are uncertain also from a
long-term perspective. Changing patterns in labour productivity are also
uncertain, particularly in terms of technology improvements.

Future investment returns will have a
major impact on the sufficiency of
capital-funded pensions.

Economic performance (e.g. long-
term labour productivity growth) will
have a major impact on the financial
sustainability of PAYG pensions and
healthcare systems.

Economic performance will also
influence the expectations of
individuals regarding pensions and
healthcare quality and benefit levels.

Income and wealth distribution in emerging markets

Facts and/or projections

Relevance for pensions/healthcare

The global middle class is growing twice as fast as the overall world
population (World Bank, 2007).

The World Bank (2007) predicts that by 2030 fully 1.2 billion people in
developing countries —15% of the world population — will belong to the global
middle class, up from 400 million in 2005. Families of four in that class can
expect to earn between US$ 16,000 and US$ 8,000 in PPP terms.

Uncertainties

Political instability and failure of market, social and institutional reforms could
slow growth and distort income distribution, hindering the expansion of the
middle class. There is also uncertainty about which new markets will emerge.

Demand for healthcare and
retirement services is likely to rise
with the growth of the global middle
class.

Note that the references for data work in this section can be found in the key references section p 108.
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Patterns of infectious and chronic diseases

Facts and/or projections

Relevance for pensions/healthcare

Chronic diseases are the leading cause of mortality in the world,
representing 60% of all deaths (WHO, 2007). The WHO (2005)
expects deaths from chronic diseases to increase by 17% between
2005 and 2015.

The “Spanish Flu” pandemic of 1918-1919 killed 50-100 million
people at the beginning of the 20th century (Asian Development
Bank, 2005). The threat of similar pandemics has not been wholly
mitigated by advances in disease management and vaccinations.

Uncertainties

The impact of infectious diseases is particularly uncertain in a highly
interconnected world, given the emergence of drug resistance and the
potential for new vaccines. In addition, uncertainty exists as to how
chronic diseases will develop alongside changes in lifestyle.

Infectious and chronic diseases lower the
quality of life and create significant costs for
care, both acute and long-term. Trends
indicate that low- and middle-income
countries will see a rise in demand for more
medicines and devices that treat chronic
diseases as these become more prevalent,
impacting public and private budgets.

More companies are implementing wellness
programmes focusing on prevention to
reduce future healthcare costs.

In disease pandemic cases, international
patent rules will be overridden more often in
favour of international licensed healthcare
manufacturing agreements and discounted
supply deals.

Climate change and environmental degradation

Facts and/or projections

Relevance for pensions/healthcare

The 2003 heat wave in Europe claimed the lives of 35,000 people
(WHO, 2007).

The top 10 warmest years over the last century have all occurred
since 1990 (EDN, 2007).

Less rain and warmer temperatures from climate change could
reduce agricultural yields by one-third or more in the US grain belt,
vast areas of Asia and much of Australia (UN, 2003).

Uncertainties

The rate and extent of climate change is very uncertain, as is the
timing of extreme weather events associated with it. There is also
uncertainty about the effectiveness of human societies’ response.

New patterns of heat waves and cold
snaps, floods and droughts, and local
pollution and allergens will affect health
directly. Indirect effects will result from
changes to ecological and social systems,
such as changes in the distribution of
infectious diseases, freshwater supplies
and local food production.

Urbanization

Facts and/or projections

Relevance for pensions/healthcare

In 2008, for the first time, more than half of the globe’s population is
living in towns and cities (UN, 2007).

Future population growth will primarily occur in urban areas of less-
developed countries. The urban population of Asia and Africa is
expected to double between 2000 and 2030 (UN, 2007).

Between 2000 and 2030, the world’s urban population is expected to
increase by 72% (UN, 2007).

Uncertainties

The urbanization trend itself is relatively predictable, but secondary
effects and the precise patterns are less so.

Cities are in a better position to provide
healthcare simply because of their
advantages of scale and proximity.

In cities of poorer countries, concerns
include inadequate water and sanitation,
poor air quality (inside houses as well as
outside) and limited or non-existent waste
disposal services.




Changing attitudes of individuals towards retirement and health

Facts and/or projections

Relevance for pensions/healthcare

The length and nature of retirement has changed dramatically. In
contrast to the sedentary past, retirement now accounts for fully one-
quarter of people’s lifetimes. What is more, retirees are generally
healthy, energetic and eager to get the most out of life. (AXA, 2007)

Across the G7 countries studied, employees increasingly appear to
view “retirement” as a transitional period in which they leave their
primary occupations and then continue to work for a number of years
in a new field or on a reduced basis (AARP, 2007).

Uncertainties

Attitudes towards retirement are shifting both socially and politically
and are heavily dependent on economic circumstances.

Attitudes towards retirement govern both
length of labour participation and saving
behaviour. Current expectations regarding
retirement income and healthcare provision
may not be met, and this may influence
retirement and healthcare burdens on
public and informal care systems.

Changing role of governments in social welfare

Facts and/or projections

Relevance for pensions/healthcare

Nearly all 30 OECD countries have made at least some changes to
their public pensions since 1990. The average pension promise in 16
countries studied by the OECD was cut by 22%. (OECD, 2007)

More governments are introducing stricter minimum funding
requirements for company-sponsored pension plans to protect
employees and reduce the government’s risk of bailouts if companies
become insolvent. More governments are taking an active role in
promoting healthy behaviours (e.g. anti-smoking, exercise, healthy
eating).

Uncertainties

Uncertainty exists whether and to what extent governments will
continue to retreat in the developed countries. Furthermore, how will
the role of governments in social security evolve in less-developed
countries?

Unfunded pension liabilities, combined with
anticipated demographic trends, pose a
considerable challenge to policy-makers
that could imply slow growth, economic
instability, or both.

Changing role of employers in social welfare

Facts and/or projections

Relevance for pensions/healthcare

Companies are increasingly reducing their spending on employee
benefits through measures such as employee cost sharing and
flexible benefit programmes, and are moving from defined benefit to
defined contribution pension schemes. Generally, in addition to
changing the style of benefits, companies are cutting the amount they
are prepared to contribute.

More companies are implementing phased retirement programmes
due to labour shortages. More companies are implementing wellness
programmes focusing on prevention to reduce future healthcare costs.

Uncertainties

In many countries, firms have played a role in providing healthcare and
pension benefits for workers. However, as competitive pressures
continue to increase, there is uncertainty as to what benefits
companies will offer.

With declining numbers of people of
working age in developed countries, high
labour participation by older workers is
essential to support PAYG social security
systems. Employers play a crucial role in
shaping the employment prospects of older
workers.
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Changing role of families in social welfare

Facts and/or projections

Relevance for pensions/healthcare

There has been a shift from extended to nuclear families, including an
increase in one-person households. The escalating cost of providing
institutionalized long-term care for the elderly, combined with the
preference of many older people for remaining in their own homes,
has slowed the growth of nursing homes and assisted living facilities
in recent years. A major healthcare challenge is how to support
community initiatives for the elderly (UN, 2008).

Uncertainties

It is not clear how informal and family care structures will evolve,
especially vis-a-vis the actions of the welfare state and alternative
private channels through which families can support the elderly and
infirm.

The role of families in caring for the elderly
is declining worldwide. This may put extra
pressure on public and private pensions
and on long-term care.

With the slow growth and unpopularity of
nursing homes and assisted living facilities,
alternative living and care arrangements for
older people in developed countries may
grow in importance.

Healthcare innovation and regulation

Facts and/or projections

Relevance for pensions/healthcare

DataMonitor (2007) predicts a number of new products will reach the
market in the orthopaedic, oncology and cardiology sectors due to
significant increases in R&D spending. In addition, biotechnology,
nanotechnology and gene therapy offer the potential for significant
but costly advances in both life extension and improved quality of life.

New infrastructure is arguably bypassing the lessons of history. Many
countries are trying to move care closer to home and supporting self-
administration through telemedicine.

The European Patent Office (EPO) recently published scenarios
describing significantly different intellectual property (IP) systems
that have the potential to impact health innovation and regulation
(EPO, 2007).

Uncertainties

The extent and impact of new health technologies over the next 25
years is highly uncertain, as is the regulatory frameworks (including IP)
that surround them.

Medical innovation partly creates its own
demand (e.g. due to health-seeking
behaviour) and thereby raises medical
expenses.

Medical innovation may further increase life
expectancy, thereby increasing the need for
old-age social security.

New IP regimes would affect
pharmaceutical companies, drug
regulations and healthcare provision.

Financial innovation and regulation

Facts and/or projections

Relevance for pensions/healthcare

While many countries still maintain capital controls, the world has
nonetheless seen a huge increase in financial flows both in gross and
net terms (World Bank, 2007).

Chinese citizens traditionally have been restricted from overseas
investments. However, these restrictions are loosening. In May 2007,
Chinese regulators lifted the ban to allow Chinese citizens to invest in
Hong Kong securities markets. Since December 2007, Chinese
citizens have been allowed to invest in the British stock market
through commercial banks.

Uncertainties

There is considerable uncertainty as to the range and effectiveness of
financial innovations in the area of pensions and healthcare, and a
wide range of possible policy responses by regulators to future
economic circumstances.

Modifying a funding mechanism can shift
risk over time. There may be more creativity
in annuity products, for example, or in other
ways of managing longevity risk.

Perceptions of financial products may be
greatly influenced by relatively minor failings
that are highly publicized. This may lead to
overdependence on informal saving
vehicles such as personal property or real
estate.

Cross-border investment opportunities
allow for more diversified pension-fund
investment portfolios and potentially higher
returns.




China-specific driving forces

Demographic shifts in China

Facts and/or projections

Relevance for pensions/healthcare

China’s population is ageing rapidly due to rising life expectancy, falling
fertility rates and reduced infant mortality. The median age is projected to rise
from 32.6 in 2005 to 44.8 in 2050. Using the conventional definition of
elderly, by 2050 China is expected to have 39 elderly persons per 100
working age persons, but taking earlier retirement ages into account, that
figure may rise to 79 retirees for every 100 working age persons.

Uncertainties

There are relatively few uncertainties regarding demographic shifts. The most
significant uncertainty is the possibility that a serious epidemic could cause a
disproportionate death toll.

Ageing societies increase the
demand for both pensions and
healthcare services while decreasing
the workforce available to provide
them. This implies increasing strains
on familial and informal networks of
elderly care.

China’s economic performance

Facts and/or projections

Relevance for pensions/healthcare

China has grown to be the second-largest national economy in the world in
PPP terms. Over the 2003-2008 period, income per capita rose an average
10.2% per year, dwarfing India's 6.8% gain. However, in per-capita terms
China still falls in the lower middle-income category. There are also warning
projections for Chinese economic growth, which could slow to a 7% annual
rate by the end of 2008 if severe global weakness is combined with a
collapse in the mainland stock market and aggressive tightening by the
government to tackle inflation.

Uncertainties

Reliance on exports makes China vulnerable to a global economic
slowdown. China is also vulnerable to shocks in raw materials and energy
supplies. Predictions vary as to how soon China will reach the point where it
can no longer drive growth simply by expanding the workforce, requiring the
country to find ways to improve labour and capital productivity.

China’s economic growth will
determine how much service the
government will be able to offer, as
well as the availability of public and
private savings to finance retirement
and old-age healthcare needs.

Financial and capital-market development in China

Facts and/or projections

Relevance for pensions/healthcare

Despite economic growth, China’s equity and fixed income markets both
have much scope for development to provide diverse options for investment.
Currently the vast majority of retirement funds are invested in relatively low-
yielding (about 2-3%) government bonds and bank deposits. In 2005, the
Chinese bond market equalled only 34% of GDP, while stock market
capitalization was still slightly below 20% of GDP. There are other challenges,
such as broadening the participation of foreign investors and giving Chinese
investors greater leeway to invest pension assets abroad.

Uncertainties

The maturing of China’s financial system and capital markets depends on a
variety of issues, such as how the government balances direct and indirect
financing and bond and equity markets, the development of a corporate
bond market, improvements in information disclosures, credit ratings and
other essential reporting mechanisms and an increase in the range of
financial products available.

Robust financial and capital market
development are essential to
generate rates of return sufficient to
produce the wage replacement
rates the government wants to
provide in a transition to a capital-
funded pensions system.

Note that the references for data work in this section can be found in the key references section, p108.

Y B Ul 9JB9U)[BaH PUB SUOISUAY JO 8Inn4 &y

>
k]
°
5]
=
o
5]
®
o

97



piop Buiaby Ajpidey e ul 81eay}eaH pue suoisuad Jo ainind ayl

saoipuaddy

The urban-rural divide in China

Facts and/or projections

Relevance for pensions/healthcare

Nominal income per capita for China’s urban residents is more than
three times that of rural residents. The gap doubles when education
and healthcare are factored in; urban dwellers benefit from many
more public or subsidized services. About three-fifths of China’s
elderly are rural and consequently at higher risk of poverty and ill
health. Urban dwellers are more than four times as likely to be
covered by public pension benefits and more than twice as likely to
receive public healthcare benefits.

Uncertainties

Economic and policy factors could widen or narrow the urban-rural
divide. Although the gap has been widening overall since 1985 —
when urban and rural incomes were equivalent — evidence that
narrowing is at least possible comes from the mid-1990s, when the
urban-rural income ratio decreased.

Policies on income redistribution and
pension portability will affect the urban-rural
divide and the patterns of internal
migration.

Patterns in chronic and infectious diseases in China

Facts and/or projections

Relevance for pensions/healthcare

China is suffering more from chronic diseases as urbanization leads to
a different lifestyle; obesity and hypertension are becoming
increasingly common.

Infectious diseases also pose concerns: around 1 in 10 Chinese
carries hepatitis B, about five million Chinese suffer from tuberculosis,
and AIDS is a growing problem with projections that 10 million people
will be HIV positive by 2010. Finally, as evidenced during the global
SARS outbreak in 2003, China is often considered at relatively high
risk of possible future pandemics.

Uncertainties

Chronic disease is likely to continue to rise in the absence of effective
preventive policies, for example with regard to lifestyle, smoking and
diet. The outlook for infectious disease is less predictable.

Chronic and infectious diseases put
healthcare systems under logistical and
financial strain.

Environmental degradation and climate change in China

Facts and/or projections

Relevance for pensions/healthcare

China’s environment has suffered dramatically from its rapid economic
growth. Air quality is a major issue, as 16 of the world’s 20 most
polluted cities are in China. Water pollution is also endemic, due to
chemical fertilizers and pesticides or industrial waste. One-third of
China’s major water basins are classified as “highly polluted”. Finally,
significant amounts of agricultural land are lost each year to erosion
and desertification.

Uncertainties

There is uncertainty about the extent to which the government’s public
commitments to tackle environmental problems will translate into
effective action, as environmental laws are enforced to varying degrees
by local officials. Any post-Kyoto global agreements on climate change
may also have significant impacts on China.

Air and drinking-water quality have major
impacts on health, and infectious and
chronic diseases. There are controversial
figures for premature deaths each year in
China attributable to pollution, with an
additional 1.3 million deaths annually from
pulmonary disease, which is linked to poor
air quality.




Urbanization in China

Facts and/or projections

Relevance for pensions/healthcare

China is rapidly urbanizing. A 2005 National Survey indicates that 145
million floating migrants now live in urban areas despite having
household registration in rural areas, putting them at a considerable
disadvantage in accessing social services. It is projected that half of
China's population will live in urban areas by 2030. The majority of the
increase in the urban population will consist of migrants from rural areas
and a large percentage of them will enter the informal labour force.

Uncertainties

Although the overall urbanization trend is almost certain to continue,
government policies have the potential to significantly shape how it
happens — by determining, for example, how many migrants will be
registered or unregistered, or whether there will be a smaller number of
very large cities or a wider spread of smaller cities.

Unregistered migrants from rural areas
typically are unable to access state
healthcare services or to accumulate public
benefits for their retirement.

Urbanization also changes morbidity
patterns, with urban lifestyles increasing the
prevalence of illnesses such as heart
disease and diabetes.

Pension reforms in China

Facts and/or projections

Relevance for pensions/healthcare

A three-pillar system involving social pooling and funded individual
accounts is being introduced, with the aim of providing minimum
social security at old age. However, the heavy contribution burden
discourages participation, while the lack of pension portability and the
gap between urban and rural schemes means many workers benefit
less than others or not at all. Commercial insurance schemes are
underdeveloped and investment choices are still limited.

Uncertainties

Uncertainty surrounds the pace and implementation sequence of
reform, the extent of coverage it will achieve, and the level of future
retirement benefits. There are further questions about the role of the
private sector and the speed, degree and timeliness of financial and
capital-market reforms.

Pension reforms will impact the
development of China’s public pension
system and private pension plans.

Healthcare reforms in China
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Facts and/or projections

Relevance for pensions/healthcare

China’s total expenditure on health in 2005 was 4.7% of GDP, vs 15.2%
in the US. Total per capita expenditure on health that same year was
Intl$ 315, compared to Intl$ 6,350 in the US. Since 2000, China has
implemented urban cooperative medical schemes, rural cooperative
medical schemes and basic medical insurance. However, the system
of healthcare delivery remains complex: there are 12 decision-making
ministries, administrative responsibilities are dispersed, and urban and
rural schemes are separate. Hospitals have incentives to overprescribe
medication, adding to the financial burden on patients.

Uncertainties

Doubts surround the sufficiency, sustainability and financial viability of
China’s healthcare system. Questions include whether there will be
universal coverage with equal access to medical services for all,
whether investment in human resources across the country will allow
for wide coverage of high-performing health systems, and the
prospects for accurate data collection and performance
measurements for analysis and prevention.

Equity of access and quality of care are
affected by the design of the healthcare
system. Health policy decisions have
considerable economic consequences and
the speed of developments in medicine and
the evolution of healthcare objectives
inevitably make health systems reform an
ongoing, iterative process.
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Human-capital & labour-market reforms in China

Facts and/or projections

Relevance for pensions/healthcare

China's labour market faces 5-to-10-year supply constraints in five key skill
areas: management talent, English-language skills, research & development
personnel, senior and secondary technically skilled workers and holders of

professional certificates. Barriers such as the hukou (household registration)
system stand in the way of establishing a national labour market.

China’s recent growth needs to be accompanied by a degree of labour
market reform necessary to sustain a high growth rate by transitioning to a
knowledge-based economy.

Uncertainties

While China is moving towards more flexible employment and a higher-quality
labour force, questions surround the speed and relevance with which it is
doing so and whether sufficient incentives exist to prevent brain drain and
maintain high growth in the longer term.

Rigidity in the labour market
reduces the flow of contributions
into social security funds, with
implications for sustainability. A
career focus among women,
meanwhile, reduces their traditional
availability to provide informal long-
term care.




Italy-specific driving forces

Demographic shifts in Italy

Facts and/or projections

Relevance for pensions/healthcare

[taly has one of the lowest fertility rates in the world (1.4 children per woman
in 2007), while life expectancy is among the highest (around 78.6 years for
men and 84.1 years for women) and rising rapidly. UN projections indicate
that by 2050 life expectancy could be 82.2 for men and 88.1 for women.
This means the Italian population is ageing rapidly — Italy already holds the
world record for the highest percentage of what experts call the “old old”,
persons aged 80 years or more, and currently has the second-highest old-
age dependency ratio among OECD countries (after Japan).

Uncertainties

While the demographic shifts are fairly predictable (barring extreme health
crises), the health status of an older population and its willingness or ability to
be productive is less certain, despite recent evidence showing that Italy
currently enjoys high and increasing levels of disability-free life expectancy.

A rapidly ageing ltalian population will
tend to increase the demand for
retirement benefits, healthcare and
long-term care services.

Simultaneously, a relative decline in the
labour force as more of the population
enters retirement will tend to undermine
the financial sustainability of Italy’s
pay-as-you-go (PAYG) pension and
healthcare systems, requiring a significant
reduction in benefits to maintain fiscal
stability.

Such reforms have significant implications
for future pension adequacy.

Italy’s economic performance

Facts and/or projections

Relevance for pensions/healthcare

According to the OECD, ltaly faces a range of economic challenges: a
lack of total factor productivity growth, relatively low human capital
accumulation, weak market competition, a large North-South regional
gap, low labour market participation and a fiscal policy in need of
consolidation. Italy’s previously dominant export sector has declined —
between 1995 and 2005, nearly 50% of Italy's export market shares
evaporated and lItaly's share of world trade in value terms declined by
one-third. Over the same period relative unit labour costs jumped by
more than 50%, indicating a significant loss of competitiveness.

Real GDP growth in 2007 was 1.5%, lower than the government
target of 1.9% and little more than half the Eurozone average of 2.7%.

Uncertainties

Historical evidence indicates that capital market returns are uncertain
from both a short- and long-term (e.g. 10 to 20 years) perspective.
The performance of the global economy and ltaly’s ability to adapt are
likewise uncertain.

Less than desirable economic growth
combined with expensive social
programmes contributed to the doubling of
Italy’s public debt ratio between 1980 and
the mid-1990s, and a further increase to an
estimated 105.6% of GDP in 2007, making
Italy’s debt burden among the highest in
the world. This will impact the state’s ability
to fund PAYG social security, particularly in
light of the gaps that exist between tax
receipts and ongoing liabilities.

In addition, global and national economic
performance will influence the expectations
of individuals regarding pensions, healthcare
quality standards and benefit levels.

Finally, investment returns in the capital
markets will impact the sufficiency of
capital-funded pensions.

Regional income and wealth distribution in Italy

Facts and/or projections

Relevance for pensions/healthcare

2000 was 36, indicating a relatively high degree of income inequality,

in the southern regions of ltaly is approximately 20%. In the north, the

According to UNDP, the GINI index (a measure of income equality) for Italy in

compared to an average 30.8 across the other EU-15 countries. In addition,
regional imbalances across Italy are remarkably high; the unemployment rate

Income and wealth distribution are
important in terms of anticipating the
needs of different populations for pension
and healthcare services, particularly in
a decentralized healthcare system.

unemployment rate is less than 5%. This has already led to health inequalities. Recent research has indicated that

income inequality has an effect on

Uncertainties

health investment at the regional level,
thereby influencing health outcomes.

Income inequality also leads to health

There is uncertainty about whether inequality will increase or decrease. Empirical
evidence shows an increase in income inequality from the mid-1980s to the
mid-1990s, but whether this trend will reverse, and how it will affect regional
imbalances, both remain uncertain. Research differs on whether inequality has
been increasing or decreasing in recent years, but anecdotal evidence suggests
continuing divergence in income distribution between the north and south.

inequalities, with middle age and older
people being particularly vulnerable.
The consequences are earlier mortality
and, for survivors, earlier and more
profound disability.

Note that the references for data work in this section can be found in the key references section, p109.
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Patterns of infectious and chronic diseases in Italy

Facts and/or projections

Relevance for pensions/healthcare

Compared to the other EU15 countries, the Italian population generally enjoys
lower rates of mortality for all main causes of death. Cardiovascular disease
and malignant cancer accounted for 38% and 32%, respectively, of all deaths
in Italy in 2001. However, there is evidence the pattern of mortality from some
high-incidence chronic diseases (such as Ischaemic heart disease) is shifting
in terms of both the overall impact and regional distribution.

Demographic changes are affecting the overall incidence of chronic pathologies,
as almost 90% of those older than 65 are estimated to have an illness requiring care.

In addition, the effects of climate change and environmental risks to health
are having a measurable impact on disease profiles.

Uncertainties

Shifts in disease incidence due to population ageing are relatively certain;
however, those associated with environmental factors, new infectious
diseases or emerging epidemics — including chronic conditions such as
obesity — are uncertain.

Shifts in the epidemiology of both
chronic and infectious diseases have
the potential to significantly impact
healthcare costs and pensions
spending. This can occur directly
through increased costs and
indirectly through the effect on the
life expectancy of population
segments.

Climate change and environmental degradation in Italy

Facts and/or projections

Relevance for pensions/healthcare

Recent reports of previously unknown, mosquito-borne tropical diseases in
southern Italy are examples of the human impacts of climate change.
Chikungunya (a relative of dengue fever), malaria, tick-borne encephalitis and
other climate-related diseases are all experiencing resurgence.

In addition, an increased incidence of drought has impacted Italy’s economy
by contributing to desertification, while air and water pollution are significant
(and rising) problems in the country.

Finally, the record-high temperatures seen in the summers of 2003 and
2006 point to the increased risk of deaths related to heat waves.

Uncertainties

As climate change progresses, key uncertainties surround the extent to
which environmental changes pose a public health challenge.

Climate change and environmental
degradation may negatively affect the
[talian economy and thereby
undermine the funding of pensions.

Climate change and environmental
degradation may also affect
healthcare needs due to their impact
on food, water and air quality, and
the spread of infectious diseases
(see above).

Immigration in aly

Facts and/or projections

Relevance for pensions/healthcare

According to Eurostat, the rate of natural increase in the Italian population has
dropped dramatically since 1980, from 1.8 to -0.45 per 1,000 in 2001, then
further to -0.7 per 1,000 in 2003. In contrast, the rate of net migration into the
country has risen 30 times between 1980 and 2001. In 2006, Eurostat
estimated crude net migration rates of 5.8 per 1,000 population for Italy,
compared to 1.7 for France and 3.3 for the United Kingdom, representing a
huge flow of migrants into the country. At the same time, Italy has a relatively
low proportion of foreign-born inhabitants, and reports indicate that,
compared to its European neighbours, the country may have difficulty
integrating migrants at such a rapid pace.

Uncertainties

There is significant uncertainty about social attitudes and hence government
policies towards immigration. The Italian economy has become increasingly
reliant on the low-cost (and often illegal) labour that immigration provides, but
at the same time lItalian society seems to be having trouble assimilating the
large numbers of foreign-born.

Immigration is one tool for offsetting
demographic changes in the national
population and labour market, as
immigrants are often seeking jobs.

Currently, privately employed (and
often illegal) immigrants comprise an
estimated 86% of all home-care
workers for the elderly. However,
migrants can also strain public
services and may find it difficult to
integrate into the national culture and
existing administrative systems.




Pension reforms in ltaly

Facts and/or projections

Relevance for pensions/healthcare

Experience indicates that delays (if not complete revisions) of current reforms
are possible due to pressure from labour unions, interest groups and political
parties. In 2007, the Prodi government extended the timing of the change of
retirement age to avoid an abrupt “step”, thereby lengthening the time for
savings from the policy to be realized. In addition, the commitment to revise
the coefficient for calculating benefits in line with longevity and GDP has been
delayed since its due date of 2005. There is no guarantee it will be enacted,
as now planned, in 2009.

Uncertainties

The actions of the new Berlusconi government, a changing political climate,
the ability of ruling parties to successfully negotiate with labour unions and
the prevailing economic environment will all influence progress on pension
reform, yet all these factors are very uncertain.

As noted above, the financial
sustainability of Italy’s pension
system relies on full implementation
of planned reforms. Without this,
public funding of an estimated
additional 2% of GDP per year will
be required over the long term. This
will have negative effects on
healthcare spending as public funds
are diverted to finance pension
benefits.

Healthcare reforms in Italy

Facts and/or projections

Relevance for pensions/healthcare

Since 1992, the Italian health system has undertaken a series of reforms,
creating a decentralized system with three levels, from the national Ministry of
Health (responsible for national health planning, budgeting, general
administration and health standards) down to regional and local health
authorities (responsible for management, healthcare expenditure and fund
allocation). However, with rising healthcare costs and concerns over regional
disparities, there is pressure for further changes in incentives to encourage
efficiencies and equalize health outcomes across the country.

Uncertainties

A range of possibilities for further reform can be envisaged, with both design
and effectiveness uncertain. Further, the implementation of such reforms
relies on successful negotiations between the central government and the
regions on the way further changes to the system will affect current
responsibilities and relative funding levels.

The structure, efficiencies and
incentives in the healthcare system
directly impact equity of access,
patient satisfaction, value for money
and certain clinical outcomes. These
factors also often interact with
pension levels in terms of required
co-payments and private costs,
particularly for long-term care.

Labour-market and education reforms in Italy
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Facts and/or projections

Relevance for pensions/healthcare

Research by the OECD claims that Italy’s poor innovation performance can
be traced to deficiencies in the tertiary education system — in particular the
fact that, relative to other OECD economies, a very high share of Italy’s
workforce (40% of the population in the 25-34 age group) has little or no
formal qualifications beyond compulsory schooling.

Furthermore, participation rates of women and older workers, as well as
youth employment rates, are still well below corresponding European and
OECD averages. Researchers point out that Italy’s labour market remains
very rigid, particularly in terms of wage inflexibility, wage bargaining and
dismissals, despite changes such as the 1993 abolition of the price
indexation clause (scala mobile), increased use of temporary contracts and
other reforms set to come into effect in 2008.

Uncertainties

While both labour market reform and education reform are proceeding to
various degrees, the existence of strong labour unions and powerful lobby
groups leaves the effectiveness of planned and future reforms in doubt.

The increase in the labour market
participation of older workers in ltaly
is crucial both for fiscal sustainability
and offsetting the projected
shrinkage of the labour force due to
demographic shifts.
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Appendix C: Past Policy Reactions

Key milestones in pensions and healthcare reforms in Italy

Historically, Italian pension reform has been a relatively slow and gradual process of reducing social
security promises and boosting private pensions. The reforms enacted during the 1990s constituted a radical
departure from the past and a brave attempt to correct the prior regime, which was very generous.

Public sector pension reforms in Italy

Year of reforms  Prime minister Change introduced

1992 Amato Undertaken at a time of serious budgetary problems in Italy and stimulated by the
entry requirements of the European Monetary Union, the Amato reforms:

e Raised the normal retirement age for private sector workers from 55 to 60 for
women and from 60 to 65 for men, with increases phased in over 10 years.

e Retained seniority pensions, but tightened the eligibility criteria for public
sector employees by gradually raising the number of contribution years to
match the 35 required for private workers.

e Increased the number of wage years used to establish benefit payments
from 5 to 10 for older workers with at least 15 years of contributions at the
time of the reform, and to a career average for younger workers with less
than 18 years of contributions.

e  Switched the annual indexing adjustment for pensions in payment status
from the growth in wages to the growth in prices.

1993 Amato Legislative decree defining regulations for second-pillar (supplementary pension)
schemes. Prior to 1993, only a few companies set up pension arrangements
for their employees; these were generally defined benefit (DB) in nature. These
funds were converted to defined contribution (DC) arrangements when the
1998 pension law limited the scope of new and continuing supplementary DB
schemes. The law became operational in 1998.

1995 Dini Second major public pension reform to replace, after a long transition, ltaly’s
traditional DB public pensions with a new system of “notional defined
contribution” (NDC) accounts.

e The system’s financing remains entirely pay-as-you-go as opposed to fully
funded, hence the term “notional”.

e Benefits are based on a worker’s actual contributions to the system, with an
administratively established rate of return formula applied to contributions to
determine a “balance” from which a retirement annuity is calculated.

e The annuity is adjusted according to the retirement age of the worker,
which, under the Dini reform, could range from 57 to 65.

e  Seniority pensions are eliminated for workers retiring under the new
system, while it establishes a minimum eligibility age of 57 for workers
under the old system.

1997 Prodi More rapid reform transition.
2002 Berlusconi Increase in minimum pension benefits.
2004 Berlusconi Increase in retirement age from the flexible range in Dini reform (57 to 65) to fixed

limits (65 for men, 60 for women); scheduled to come into effect 1 January 2008.

TFR reform aims to boost supplementary retirement plans by creating an “opt
out” system for the transfer of severance benefits to pension funds.

2006 Prodi Amendment to Berlusconi’s 2004 reform to smooth the rise in the retirement
age through gradual increases from 2008 onwards .

Pending A further enhancement of the pension market is expected to allow:
legislation e More freedom for employees to choose any DC products offered by the market.

e Employers to opt out of national labour agreement mandating industry-
wide funds and to set up their own company scheme via a market-based
open pension fund.

Sources: Elsa Fornero, University of Turin and CeRP; European Pensions & Investment News; Milliman; US Government Accountability Office



The creation of the public National Health Service has probably helped to improve standards of healthcare,

although costs are rising rapidly

Public sector healthcare reforms in Italy
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Year of reforms  Prime minister Change introduced

1978 Andreotti National Health Service (NHS) established. NHS aims at granting universal
access to a uniform level of care throughout the country, financed by general
taxation.

Universal coverage has been achieved, although regions differ widely in terms
of healthcare and health expenditure, with a clear North-South divide.

1992-1993 Amato Both reforms involved a profound process of decentralizing the NHS by

and 1999 devolving political and financial authority to the regions and delegating
considerable managerial autonomy to lower level purchasing and providing
organizations.

1992-1993 and Amato To slow the rate of expenditure growth and obligatory health contributions paid

1994-1996 by workers, point-of-use charges have been introduced periodically. The 1992-

1993 and 1994-1996 reforms succeeded in reducing public healthcare
expenditure to about 5% of GDP — below the OECD average — but failed to
eliminate numerous inefficiencies, many related to work practices.

2001 Amato Pursuant to the 2001 reform of the Italian constitution, the state and the
regions were given shared responsibility for healthcare.

e The state has exclusive power to define the basic benefit package (livelli
essenziali di assistenza), which must be uniformly provided throughout the
country.

e The 19 regions and 2 autonomous provinces have responsibility for
organizing and administering the healthcare system.

e Local health units (public health enterprises legally independent from the
region) have responsibility for delivering healthcare services at the local level,
serving geographical areas with average populations of about 300,000.

2001 Amato A centre-left government, reversing the earlier policy course, abolished charges
on prescription drugs and some medical services in 2001, just ahead of the
general election that year. As a result, spending on pharmaceuticals rose by
32.8% in 2001, while the increase in total health spending was 10.1%.

2001-2006 Casa In an effort to contain rising health costs, charges on prescription drugs and
other services were reintroduced.
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2002-2005 Berlusconi Hoping to force lower spending, the state froze regional autonomy over tax
rates and health co-payments.

2006 Prodi A series of new reforms aimed at liberalizing the pharmaceutical market were
introduced. The provisions allowed supermarkets and other retail outlets to sell
non-prescription drugs. Previously, the sale of over-the-counter medication
was restricted to licensed pharmacies. The measure was intended to lower
prices and provide greater choice to consumers.

Sources: Economist Intelligence Unit; European Observatory; OECD; World Health Organization

105



Year of reforms
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European institutions have notable impact on policy debates in Italy
European Commission directives and papers have helped set the framework within which the debate on demographic
ageing, pensions and healthcare has unfolded. Notable examples are outlined below.

European institutional policy measures affecting Italy

Name of reform  Change i

2000 Lisbon Adopted in 2000 in Lisbon by the European Council, the Lisbon Strategy

Strategy (also broadly aims to "make Europe, by 2010, the most competitive and the most
- KﬂOWﬂ as the dynamic knowledge-based economy in the world". This is to be achieved
5 Lisbon Agenda through the formulation of various policy initiatives to be taken by all EU
2 or Lisbon member states by 2010. The strategy includes an emphasis on confronting
g' Process) the demographic, health and financing implications of ageing.

2000 Anti- A range of EC laws, or directives, designed to combat discrimination on a
discrimination range of grounds including sex, race, nationality, sexual orientation, disability
directives and age. These directives require implementation by national legislation.

2001 UCITS Il Italy is implementing the 2001 UCITS Il directive of the European
directive Commission. In February 2003, the Italian Parliament approved a law

establishing the procedural steps needed to implement UCITS |Il.

The new investment law will provide a better framework for international asset
managers and depositary banks to do business in Italy. Opportunities will
open up for foreign institutions as UCITS Il is adopted and newer pension
funds become more experienced in selecting asset managers.

Italy has been a relatively closed shop for financial service providers. A strong
universal banking model has enabled local banks to dominate the provision of
both custody services and asset-management services.

2001 Stockholm In 2001, at the Stockholm European Council meeting, EU members agreed on
Target a goal of achieving a 50% employment rate for older workers (55-64 years).

2002 Barcelona In 2002, the Barcelona European Council identified the retirement age of
Target workers as a common European problem and concluded that the average

exit age of older workers leaving the workforce should be raised by five years
in each EU country by 2010.

2003 Pensions The Institutions for Occupational Retirement Provision (IORP) Directive aims to
(IORP) facilitate the cross-border membership of occupational pension plans and lays
Directive down minimum standards for communication, solvency and regulation. It is a

first step in developing an internal market for occupational retirement provision
throughout the European Union.

More companies are looking to achieve financial savings from managing their
pension plans across the Europe region.

2005 Relaunch of In 2004, Willem “Wim” Kok headed up a review and presented a report on
the Lisbon the Lisbon Strategy suggesting ways to give new impetus to the process. The
Strate European Commission used this report as a basis for its proposal in 2005 to

9y refocus the Lisbon Strategy on actions that promote growth and jobs.

2007 MiFID Directive The Markets in Financial Instruments Directive (MiFID) is

a European Union law that provides a harmonized regulatory regime for
investment services across the 30 member states of the European Economic
Area. The main objectives of the directive are to increase competition and
consumer protection in investment services. As of the effective date, 1
November 2007, it replaced the Investment Services Directive.

Not yet Portability The Portability of Pensions Directive was first proposed by the European

approved Directive Commission in October 2005. On 9 October 2007, the Commission adopted

an amended proposal.

If approved by the European Council and Parliament, the directive will reduce
obstacles to worker mobility through improved access and better preservation
of supplementary pension rights.

Source: European Commission
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Key milestones in pensions and healthcare reforms in China

The increasing Chinese population share above 65 years of age
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Pensions Healthcare

a 1978 | State Council amends the retirement component
of the Labour Insurance Regulations, providing
workers approaching retirement age with
incentives to leave the labour force.

b 1980s Concept of primary healthcare is formally introduced in China.
c 1996 Regulations for the Protection of the Rights and Interests of
Elderly People are enacted.

d 1997 | Unified social security system for enterprise
employees (State Council Directive No.20)
approved. The plan establishes a unified,
nationwide, basic pension insurance system

to replace all pilot programmes in each province
by the end of the century.

e 1998 Central government promulgates "Decision on Establishing
a Basic Medical Insurance System for Urban Employees”.
f 1999 Ten Chinese central ministries, including the Ministry of

Health, jointly issue a policy document entitled, “Planning
and Guidelines on the Development of the Urban
Community Healthcare Services”.

g 1999 | Central government promulgates “Regulations

on Guaranteeing Urban Residents’ Minimum
Standard of Living”.

h 2000 | National Council for Social Security Fund (NSSF)
is established. Liaoning Province establishes

a social security pilot programme (Document 42).
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i 2000 New urban cooperative medical-insurance system
is introduced.
i 2003 Launch of the new rural cooperative medical scheme.

k 2004 | Enterprise annuity rules are issued by the
Ministry of Labour and Social Security (MOLSS)
(former orders No. 20 & No. 23).

I 2005 | Thirty-seven enterprise annuity vendors are
approved by the MOLSS (Order No. 24).

m 2006 | Major scandal uncovered in the Shanghai Pension
Bureau.

n 2007 | Deadline for converting existing pension
arrangements to enterprise annuity plans

(MOLSS Order No. 12).

o 2008 Basic medical-insurance coverage for all urban citizens
scheduled to be in place nationwide. 107
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