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Korea’s Growing Pension Problems 

Mr. Kim, an employee who earns 1.6 million won a month, used to be eligible to receive 510 thousand 

won a month after retirement. But after the pension bill was revised, the pension he can get in the future 

decreased to 340 thousand won, while the premium rate has been increasing 0.39% every year. As there have 

been, and will probably be a trend towards a decrease in birth rate and an expansion in the average life span in 

Korea, it is getting harder and harder for the payers of a pension to support the increasing number of the 

elderly, and for the receivers to get a sufficient pension to live their life. 

To take a look at the background of the pension pressure which is due to a population imbalance in age, 

the number of productive people has decreased as birth rate has slowed down, while the number of the elderly 

has exploded. An article in the January issue of Kook-Min Ilbo reported that the birth rate in Korea has been 

decreasing from 4.53% in 1970 to 1.26% in 2007. Also, the number of the elderly, which is shown as elderly 

dependency ratio (EDR) in a data from Korea Statistical Office, has increased from 6.9% in 1988 to 14.3% in 

2008. (EDR—a figure that shows the degree of population imbalance problem in age—will be dealt with in 

following paragraphs.) “As long as the pension system is not firmly established, Korea’s pension condition 

will remain a lot worse than most countries in Europe because aging in Korean society is faster than in any 

other countries” said Monica Kviser, a chief analyzer of the social policy part in OECD. As she said, a 

population imbalance in age will cause pension problems to both payers and receivers. 

One pension problem due to a population imbalance in age, which the payers will face, is an increase in 

the premium rate—the percentage that people should pay out of their income for their pension—as EDR 

increases. If we take a look at the table below carefully, we can easily notice that a premium rate is decided by 

EDR—as EDRs increase, the number of pension receivers grows too, while the number of payers decreases 

and premium rates increase. (Missing figures are things that I couldn’t find. But in this essay, we are talking 

about prediction, thus the past figures are considered not important that much.) 

 
Country Item Past Present Future 

EDR 6.9% (in 1988) 14.3% (in 2008) 37.7% ( in 2030) Korea 
Premium 
rate 

3% 9% 15.9% 

EDR  30% (in 2005) 52% (in 2030) Japan 
Premium 
rate 

 14% 23% 

EDR  28% (in 2005) 46% (in 2030) Germany 
Premium 
rate 

 19.5% 22% 
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As for the relationship between EDR and the premium rate in Korea, the figures in the table show us 

clearly—from past to present, as the number of the young has been decreasing and the number of the elderly 

has been increasing, the young have been being burdened with heavier premium rates—3% in 1988 to 9% in 

2008—to support the elderly. Also, in the future, as this increasing EDR trend is expected to grow to 37.7% in 

2030, the premium rate is expected to keep increasing to 15.9%, too—as reported in an article in the July 2004 

issue of Cho-Sun Ilbo. Concerning the premium rates of other countries, compared with Japan and Germany, 

it becomes clearer that Korea will probably feel more pressure than these two countries. Although the 

premium rate in Korea from present to 2030 is much lower than both Japan and Germany, the increasing rate 

of the premium rate from present to 2030 is much higher than Germany—Korea is expected to grow about 

76.7% while Germany is about 12.8%. The increasing rate of the premium rate in Korea is also a little higher 

than Japan—64.3%. 

A decrease in pension benefits that the receiver will confront, in addition to an increase in payer’s 

premium rate, is another problem due to a population imbalance in age. In Korea, this benefit is a percentage 

of the individual average monthly income before retirement. For example, if an employee earned about 1 

million a month regularly and have been a member of the pension system when the pension benefit was 50%, 

he could get 50% a month as a pension benefit.  

 
Country Item Past Present Future 

Pension 
Benefit 

70% (in 1998) 60% (in 2007) 40% ( in 2028) Korea 

Premium 
rate 

9% (in 1998) 9% (in 2008) 15.9% (in 2030) 

Pension 
Benefit 

 59.3% (in 2004) 50.2% (in 2023) Japan 

Premium 
rate 

 14% (in 2005) 23% (in 2030) 

Pension 
Benefit 

 70% (in 2007) 64% (in 2030) Germany 

Premium 
rate 

 19.5% (in 2005) 22% (in 2030) 

The pension benefits are predicted to decrease in inverse proportion to the premium rate. As you can see 

in the table, from present to the future in Korea, the pension benefit is projected to decrease about 33.3% 

while the premium rate grows about 76.7%. The degree of pension benefit in Korea clearly shows up when 

compared to other countries. Compared with Korea, pension benefits in Japan and Germany are projected to 

decrease only about 15.3% and 8% while the premium rates in Japan and Germany are predicted to grow 

about 64.3% and 12.8% each. 



4/14/09 3/ 3 document3 

Living in Korea is getting harder and harder due to the pension problem. If there aren’t more payers to 

share the total amount of the premium rate and to support the elderly, it is certain that the high growth of the 

premium rate will probably be more of a burden to payers, and that the low pension benefits will make 

receivers miserable. In order to become a healthy society, the condition is needed that the young can have the 

pleasure of earning money, and the elderly can live their sunset without economic problems. 
 


