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A Note on Pension Systems
in Developing Countries

NISHINA Katsumi*

Abstract

Fund operation systems tend to be recommended as systems better than
Pay-as-You-Go (PAYG) systems even for developing countries. Transition cost
from a PAYG system to a fund operation system is a critical issue especially
in developing countries where budget deficit always causes macro instability.
The cost should not be overloocked. There may be social difference between the
countries where every individual should be supported for himself after his
retirement and the countries where children should support their aged parents.
The latter would face social change after a pension system, in particular a’
fund operation system, is introduced. Aging with low fertility may become
concerns even in developing countries, once a self support system is incorpo-
rated in the society. While PAYG systems can be elaborated to link the effort
in raising children with their support received after retirement, fund operation
systems have in its nature no link between them. This link should be partly

recovered when extremely low fertility is foreseen.
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