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Retirement-Income Indicators
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A.� Hong� Kong,� Singapore� and� Thailand B.� Chinese� Taipei,� the� Philippines� and� Vietnam

C.� China,� Malaysia� and� Indonesia D.� India,� Pakistan� and� Sri� Lanka

E. Australia,� Canada,� Japan,� Korea,� Mexico,�

New� Zealand� and� the� United� States

F.� France,� Germany,� Italy� and� the� United� Kingdom
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Gross� pension� entitlement� as� a� proportion� of� economy�wide� average� earnings
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Gross� relative� pension� level Gross� replacement� rate
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Taxation� of� worker’s� income
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Gross� relative� pension� level Gross� replacement� rate

Net� and� gross� relative� pension� levels Net� and� gross� replacement� rates

Taxes� paid� by� pensioners� and� workers Sources� of� net� replacement� rate
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1) Source:� Invest� India� Incomes�&� Savings�Survey,�2007,� IIMS�Dataworks.�The�survey�completed� in�June�2007�comprised�

a�house�listing�sample�of�over�a�million�and�personal�interviews�with�nearly�100,000�earners�across�urban�and�rural�India.

2) All� direct� and� indirect� Central� and� State� government� employees� excluding� the� armed� forces

3) All�employers�(other�than�government)�with�more�than�twenty�employees�are�covered�under�the�Employees�Provident�

Funds� and� Miscellaneous� Provision� Act,� 1952� (PF� Act).� The� EPFO� is� part� of� the� Labour� Ministry� at� the� Central�

Government.

4) Basic� +� Dearness� Allowance�

5) The�EPF&MP�Act,�1952�requires�contributions�only�in�respect�of�covered�employees�and�up�to�salary�of�Rs.6500.�However,�

it�is�a�common�practice�amongst�employers�to�extend�the�provident�fund�benefits�to�all�employees�and�contribute�the�provident�

fund� contributions� on� employees’� full� salary� without� capping� the� same� at� the� maximum� salary� ceiling� of� Rs.6500� p.m.�

6) Employers�running�their�own�fund�outside�of�EPFO�(known�as�Excluded�Funds)� i.e.�Coal�mine�workers,�Tea�plantation�

workers,� Banking� sector� and� Merchant� navy.
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Employees� Pension� Scheme� (EPS):�
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7) If�an�employee�so�desires,�he�can�contribute�at�a�rate�higher�than�12%�of�his�salary.�However� in�this�case�the�employer�

is� not� obliged� to� contribute� at� such� a� higher� rate.

8) Pensionable�salary� is�the�average�monthly�pay�drawn�during�the�contributory�period�in�the�span�of�12�months�preceding�

the� date� of� exit� from� the� Employees� Pension� Scheme.� If� a� member� was� not� drawing� his� full� monthly� pension� during�

the� last�12�months,�then�pensionable�salary� is�calculated�as� the�average�salary�of� the� last�12�months�of�contributory�

period� for� which� full� pay� was� drawn.� The� maximum� pensionable� salary� is� limited� to� Rs.6500.� However� an� employee�

(a)� at� the� time� of� joining� service� or� (b)� at� the� time� his� salary� crosses� beyond� Rs.6500;� can� exercise� an� option� to�

have�his�EPS�contribution�computed�based�on�higher�salary� if�his�employer�agrees�to�contributes�8.33%�of�this�higher�

salary� into� the� pension� fund.� In� such� a� case,� pensionable� salary� will� be� calculated� on� the� basis� of� the� higher� actual�

salary
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Benefits� for� government� employees
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9) Pensionable� service� is� the� period� of� service� for� which� contributions� have� been� made� on� his� account.� In� case� of�

members�who�retire�after�attaining�the�age�of�58�or�after�rendering�at� least�20�years�of�service�the�pensionable�service�

is� increased� by� adding� a� weight� of� two� years.

10) A� member� is� allowed� to� take� a� maximum� of� 1/3rd� of� his� monthly� pension� as� lump� sum.� The� value� of� commutation�

would�be�hundred�times�the�amount�of�monthly�pension�the�member�desires�to�take�away.�Thus�if�a�member’s�monthly�

pension� is� INR� 600� the� maximum� amount� he� can� take� as� commutation� is� 1/3×600×100.� In� this� case� the� balance�

of� pension� payable� on� a� monthly� basis� is� INR� 400.

11) A�member�can�also�opt� for�drawing�a�reduced�pension�and�avail� the� facility�of� return�of�capital.� In� this�case,� In�this�

case�the�member�gets� less�than�the�full�amount�of�pension�admissible�to�him�and�after�his�death�a�given�lump�sum�

is� returned� to� his� nominee.
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Late� retirement
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Personal� income� tax� and� social� security� contributions
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Taxation� of� workers
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Social� security� contributions� payable� by� pensioners
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Early� withdrawal� of� 60%� of� the� EPF,� no� ceiling� on� employee� EPF,� salary� ceiling� of� I�R� 6,500�

for� computation� of� employer� contribution� to� EPF� and� EPS
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Early� withdrawal� of� 60%� of� the� EPF,� no� ceiling� on� employee� EPF,� no� ceiling� on� salary�

for� computation� of� employer� contribution� to� EPF� and� EPS
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Gross� relative� pension� level Gross� replacement� rate

Net� and� gross� relative� pension� levels Net� and� gross� replacement� rates

Taxes� paid� by� pensioners� and� workers Sources� of� net� replacement� rate
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Taxable� income Rate� of� tax
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Gross� relative� pension� level Gross� replacement� rate

Net� and� gross� relative� pension� levels Net� and� gross� replacement� rates

Taxes� paid� by� pensioners� and� workers Sources� of� net� replacement� rate
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Sri� Lanka
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Many of Asia’s retirement-income systems are ill prepared for the rapid population ageing 

that will occur over the next two decades. The demographic transition – to fewer babies 

and longer lives – took a century in Europe and North America. In Asia, this transition will 

often occur in a single generation. Asia’s pension systems need modernising urgently to 

ensure that they are financially sustainable and provide adequate retirement incomes. 

This report examines the retirement-income systems of 18 economies in the region. The 

report, issued jointly by the OECD, the World Bank and  the OECD Korea Policy Centre, 

provides new data for comparing pension systems of different economies. It combines the 

OECD’s expertise in modelling pension entitlements with a network of national pension 

experts who provided detailed information at the country level, verified key results and 

provided feedback and input to improve the analysis.

The report comprises data on dozens of different indicators of retirement-income systems 

along with detailed descriptions of the parameters and rules of national pension plans.

About Pensions at a Glance:

“Pensions at a Glance deserves much more than a glance. It is a compendium of facts and 

analyses that should inform policymaking and public debate around the world for years to 

come. By providing in clear and easy-to-understand form a wealth of information about 

pension systems throughout the OECD, it will make it much harder for even the most 

insular to ignore the valuable lessons to be learned from the pension experience of other 

nations.” − Henry J. Aaron, The Brookings Institution

“This ambitious report constructs comparative pension indicators for Asia/Pacific economies 

derived from analytically rigorous concepts applied to carefully gathered empirical data. 

Perceptions in Asia have yet to catch up with the reality that it is rapidly ageing. The report 

does not suggest any one desirable path or end-result for pension reforms . It will be an 

indispensable source for policymakers and researchers in designing reforms that take 

account of the national context. It will also help develop a pension debate between Asia 

and the rest of the world.” −  Mukul Asher, National University of Singapore
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