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The Governance of Supplementary Pensions
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Who governs? Who decides? Who manages?

( 8 o= - 8
: 9 [
! 9 ) )
* I I 9
; 9 !
9 6 + ! 9
- ) 9 & +
9 9- ) i’ )+ - !
_ 9 _ 21 |
( =) =) - 9 9 21C4
21B2 + 9 - !
I * I
- > ? $! -
| 9 - 4+ - | 9 +
9| _ 9 _ | ) /O+
: ) # 1 -
| - - + | : )
[ 9 9 I I 1 9 -
! + ! !
! . )8:) + 9l 9 !
%0& + +
9 @ CD' 211B+
! ) 211 1
8 . + . ) _
CD - 9 10 ! ;
) - 9 DD !
9 - - -8 "
. I
! # ' !
9 - 9 2117+
- ! %##) 2C07TM42+ -
- - #! ; 9 1)
) ! !
+ ! 9
9 #!
! + I + - 9 19< 8!
| + |
I [ 9
G 8 ! " X - - !
9 -
) ) /002 : ;- 9 9
I -9 I - I -



22 Working Papers o n the Reconciliation of Work and Welfare in Europe

9 ! ! o) !

c) !

* 007+ /7 ! 9 o) ! 2

Fo+- ) ! 9 ! FF !
; ! 9 9 +

rol ! G P 2 %H ; 9!

"1+ /00BK H H + /00B" * !

= + !
! ! G
"% | & - 9 9
% 8 > 2 Fr - !
I !
/C

Gradually overcoming the taboo: The institutionalis ation of a funded
third pillar

& & ( (+ 6 8 -
9 8818 9 & ! !
9 !
40E  4DE+ ! 9 I !
| -
!
-+ ! 9 9
+ + 9 |
H 2110 + ! - 9 !
'9 ! ! !
| - 19 -
] ) : 0p * D _
21C4 < %J"® 21BF
;! '9 9 *(+ " 21B4 '9
6 + - !
*+, 7 % , " 211F & -
! % ># ?
@ 8(4 8 %> ? '
(8
! ! 9 !
+ 9 :
9 * % 023%Y° -
) % 012 %) ; 6 !
9 Lo ) -
%  %( ™ /00F+ 6 9
| - -1 9 |
-1 9 9 I+ | - 8 :



Naczyk, Palier: Complementing or replacing old age

8-
- 9! I+ !
+ |
I %& + /O0OF+ /004" ;

9 ! % + /004+ 20

/00F !
9 _ % FR

Who is covered?

(8
@ - 8 @ A
232"+ )
%>%( ?'

FC

9 @
9 v %(
IDESFDE 1+ | * 9
):) CO + |
|

M) %

9 +# 88 %& Pl +2114'+ 8&
! 0 23
] <1 4 81

6 - 9! 2F0+000 +
[+400+000 /+700+000 - -
/00B+ - [+F00+000 /+D00+000
/+/00+000 /00C % ##&+ /00B9+
- - 9 +
9 !

F'*

insurance?

! - 9 !
9 -
I+ 9 +
+ 2170 +
- 8
2'+ !
/00F8/00C+ FDE
14E

% ##&+ /00B9' -
!

* %>

%H # + /00D' &!
8 +

% CD'+
I
0 12
9 )
/00D % ##&+ /007+
012
'
% 2/

FI



1 9

€768 9 V68

24

%ds +
i9

%

(8

90

$

$
98 =16

</% 0:€:6

%

Working Papers o n the Reconciliation of Work and Welfare in Europe



Naczyk, Palier: Complementing or replacing old age

) 0 23 012 - 9
- + | ) %
9 + #
9 - A !
- < F #)
- - 9
9 8
! - %
/00B /F+000 /00D :
FD
F4 _
! - !
! +  20/+000
19 - /02+000 /00B Fr
+ - !
! 9 -
19 + 8
- + #
/00C+ - 9 oD
- 9 +
2F0+000 - 19 9 /00B /004
# ! 211
9 & 8! #"
7 BE %66&:+ /007’
I
19 9 - +- CO
F7E F1o6 ##&+/007+ B'

What kind of benefits?

6! !
! 6 /00B+ C/9 !
' % IE !
89 % ##&+ /0
- 023* A> $
+
% DOES840E -
9 ! ) M:
> ?
! - % 20E
-+
| 9 =
[
9 - |
C/ 6 : Ck

insurance? 25
I
%( !
)
- /00C
+
-+ 19
F4+000
&# By
!
9l %( /00D+
+
% 8 - 8 +
1 ! -
19 9 9 A2/
/00D - +
! [22+000
l+ /004+
9l 2000
! % - 8 '
# !
$! I  + C4E

E 19 9 #)

'O CTE 9 -

07' 6
? 0> ?
!
it g 9 -
)
+
. 2E .
9
*
!
% .
9



26 Working Papers o n the Reconciliation of Work and Welfare in Europe

9 ' " 9 : )M )+ !
- > 1? +
> ? % * 9" 9< 8
* + 023 !
) + 9 + ] 9
9
) 023 + ! ) %0 12
%( o 9
9! 9 - 9
9
! ) % 012+ 9l 19
- 9 -
! ) % #) + # '+
1 CD . 1
-+ 0 12 8
9! ! +
9 9 ! 9 % / DE ' 9
| |
) | CB _ +
#)+ ! 9 !
9 - 1 8! + |
) 9 - -9 +
- - A 9 9
+ ! ! 9 # #)
- - - 9 I 9l
; 9! ) 9 +9!
! 9
Who pays?
( ) ! “l 023 -
! ! 8 + 8 !
8818 9 +9 -9 211C ¢ 023
19 I 8! 1 9
9 0; ! -
9 9 /O0F 6 - 9
! - 6& ! & !
| I 9
19< 1 19 4 023
o] I [ - |
- ! %H # + /00D9' & * -
! 9 9! 012
9 e] 9 9 9 +
- I | DO 3 |



Naczyk, Palier: Complementing or replacing old age insurance?

- 9 ! % & &
! 012 +
+ L9 ! 9!
%( + 19 8 ! +
! A 9! !
- b2 I I+ %(
| + 9
- I 9
+ 9l ! + 9l
D/ _ "
I 2 DF) 19 8 - ol
| | + 1 9l %(
I - n %(
! + & C02%"' ! +
9! "
&! 9! 9 + + !
FOOE " e] + 91 o+
2BE ! ! pe
9! - 9 ! 9
9l % | +
+ - [ |
- " |
+ *
123 1 9 9! 9 9! ! % !
-4 | I
I 20E 9 %- 7E
I 7E 1§ 7 g7 :&&)0 8 [2+/1B
:&&)0 % [2+/1B /007
I /007"
+& 9! # o]}
) 9!
I TE !
$ 7 :&&)0 % [2+/1B !
/007"
9! P
9! 19< )& ) &
3 9 9 9! ! % !
&3 1
% 3 I 20E 9 %- 7E
5 g7 :&&)0 8 /2+/1B !
/007"
n 6 ;
+ 5D$ %8 ; 229=A E 9:1

5" 89:1;




28 Working Papers o n the Reconciliation of Work and Welfare in Europe

6 ! e] %(
- - + 9
9! !
| | +
! 9 -9 9!
! 9 + -
9! oo Y% M: %( 8
+ ! 9!
9l ! ! DE !

! 8 ! I 9 !
. - /1 9 ! /00D  %: 9,
+/007+ 2D182B0' & 9 HH Y%t + o+

%( + ! !
8 9 !

Who governs? Who decides? Who manages?

* | | 6 +
I 1 - 9 - 8 +
9 9! ! -
9 |
9 9 9 ! 9
- - F1 7F
9 9 ! 9 Al
+ | |
F1 * -
| 1 9 "9
+ - ! :
9 %9 9 !
% ! rol '
F1 * % c2 CD'-
9 ! + - 9
| - = 9 - 4+ 1
+
9 | ; |
9 ! 9 D 4+ - 88 |
9 |
> 1?2 % 9 )M:. )
| ! |
7F ) -+ - % & L,
, 9 - > I 241 99
9 + | |



Naczyk, Palier: Complementing or replacing old age

-+ | -
[
X ! 9 I 9
L #)
+ 8 -
- 8 %,
9 I
% " '
#) ! + !
- 19
I % )3D7'+
#) 8
v }
9l
# 9 I + 11
| -+ |
G ! I " 0.4 D1' -
9
- O H"
#
I 9 I
! 9
#
#)+
9 + ! $!
9 ) !
+ ! !
! -+ 217
)) B28- I
! !
- - | +
ro- /00D+ ). B/
9
- ! BF 2111
! - 1 BC /0O0F * |
! n
sl !
/002+
! 9 19 /007 -
I BD+ -
+ 9 - |

insurance? 29

6
!
X I -9
9 9 ! 8
9 .
| -
- 9 -
]
I 006 |
! 8
| |
9!
!
| : |
!
I
I BO
1+ ! @
) 9 -
& |
!
I 9
! 9l
! I 40+000
I -
!
+ 6
< 11



30 Working Papers o n the Reconciliation of Work and Welfare in Europe

Case studies: the changing governance of supplement ary pensions in the
insurance sector and in the banking sector
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2 minimum-vieillessand, since 2003llocation de solidarité aux personnes agées

3 After the Second World War, representatives ofea rtype of middle-class — i.e. management staff in
private companies (thecadres) were discontented with their incorporation irttee régime general This
occupational category was able to negotiate throagltollective agreement the establishment of a
supplementary PAYG pension scheme based on thdspohnique which would top up their statutory
benefits (Boltanski, 1982; Friot, 1994; Reynaud, )99he AGIRC which supervises and clears the
participating pension funds and mutual aid socetwas thus founded in 1947. From 1956, different
companies and sectors created similar supplemerRdyG points schemes for other categories of
employees and workers. In order to strengthen @oatidn between these multiple schemes and to ivepro
coverage, the social partners established natfedarations inspired from the AGIRC: thiNIRS in 1957
and theARRCOIn 1961. The latter collective agreement was ededrby the state to all sectors encompassed
by the main employers’ associatic®@NPF) in 1962. In 1972, the state made participatioth®@ARRCO and
AGIRC schemes compulsory for all firms.

* The contribution period has been increased fraomf87.5 to 40 years in the civil servants’ pensions
schemesRégime des Agents de 'EEtdCNRACL), by the 2003Fillon reform. The contribution period will
be increased to 40 years in other public sectagraels, if the recent reform cfgimes spéciauis effectively
implemented.

® 1.7 million people at the end of 2005 (compared.®million at the end of 2004, i.e. a 35% grovate in
one year) according to a study carried out by tREBS (2007).

® If we analyze changes in the composition of theesheld by French households, we see that the par
played by savings intended for retirement (lifeuirgce and retirement pension savings proper) asec
during the 1990s. While only 31% of French housgfitlad such assets in 1986, 46.6% did in 2000 (E\SE
2001, Tableaux de I'’économie frangaise, p. 119).

” Fonds de solidarité vieillesggSV)

8 The civil servants’ new scheme has been naRetlaite Additionnelle de la Fonction Publiqaad is
administered by the state. The farmers’ supplemgm@nsion scheme is managed by Mhgualité Sociale
Agricole, while the second pillar for the self-employedmanaged by th&égime social des indépendants
(See Table X.1). All these schemes are financecbbyributions.

® Institution de Retraite Complémentaire des Agemts Ntulaires de I'Etat et des Collectivités Publig

0 The pension benefi® is equal to the number of pension points acquitedng the working period
multiplied by the “pension point valud®V. Pension points are calculated by multiplying tbference wage

W by the contribution rat€R and by dividing these two elements by a “pricéhef point”PP whose value is
changed regularly by AGIRC and ARRCO. The full penssoabtained at age 60, but benefits can be drawn
from age 55 by applying a “reduction coefficie®®C, which depends on the retirement age and the total
contribution period. The benefit formula can thues fepresented as follows (See Bozio, 2006, p. 69 and
Legros, 2006, pp. 205-206):

1 In the ARRCO scheme, the surviving spouse receivperaion that is equal to 60% of the pension
received by the deceased beneficiary. The survispanuse must be at least 55 years old unless $igednas
two children in his or her care or he or she isblied. Orphaned children can have a allowanceishat
calculated on the basis of 50% of the points ea(Begeyroux et al., 2005, p. 1068). In the AGIRCesub,
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the surviving spouse receives a pension that canbetween 52% and 60% of the pension receivecéy t
deceased beneficiary. The surviving spouse muat st 60 years old unless he or she has twdrehilin
his or her care or he or she is disabled. Orphahiédren can have a allowance that is calculatetherbasis
of 30% of the points earned (Dupeyroux et al., 2@03.073).

12 Beneficiaries having pension entitlements from \d&tirights (such as survivors’ benefits, etc) ave n
included.

13 However, it should be noted that 94% of AGIRC baiafies were men (DREES, 2008b).

1 For a detailed presentation of assumptions, see @A, pp. 277-279

1 Thus, in total, 83.6% of the last wage.

8 Thus, in total, 64.1% of the last wage.

7j.e. management staff in private sector firms.

18 Cadres’ were not affiliated with ARRCO before 1973.

19j.e. set up through collective agreements and gethhy representatives of employers and employees.
20 Even though the scheme continued to be managedtytiplicity of different pension institutions.

2L «Groupes paritaires’

22 Guillaume Sarkozy — chief representative of Métlérid former vice-president of MEDEF, France’s main
employers’ association — quoted in La Tribune d&sisurance (2007)

Bjnstitutions de prévoyance

24 Although from a legal point of view, ‘paritariaimistitutions {nstitutions de retraite complémentgjirand
provident institutions igstitutions de prévoyangeare regarded as two separate entities, they momtio
coexist within the same private ‘paritarian’ sog@abtection groups (such dalakoff-Médéri¢ Novalis etc.)
whose specificity lies in the fact that they arpewised by the social partners.

25 Complément de Retraite de la Fonction Publigu@ivil Service Retirement Supplement

26 Complément Retraite des Hospitalier$iospital Staff Retirement Supplement

%" Caisse Nationale de Prévoyance de la Fonction Publiquational Civil Service Provident Society

28 Fonds de Pension des Elus Locawocally Elected Politicians’ Pension Fund

2 Caisse Autonome de Retraite des Elus Locaukocally Elected Politicians’ Autonomous Pension
Institution

%0When it was set up for farmers in 1990, COREVA wasaged by the Mutualité sociale agricole (MSA),
which is also responsible for the farmers’ statyijpension. Due to complaints about the de factoapoly

enjoyed by the MSA, the schemesvaroscribed in 1995 by the ECJ and the marketswbsequently
opened to insurance companies.

31 Code Général des Imp6tsGeneral Tax Code

% plan d’Epargne Retraite Collective Collective Retirement Savings Plans

33 Plans d’épargne retraite populaire Popular Retirement Savings Plans
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% No data are currently available on total coveragehese schemes, as companies often refuse tigeivu
information that is considered as strictly confitigin given its strategic importance in HR strateigpwever,

a recent survey carried out by Hewitt Associatesvshthat DB schemes are offered to a very limiteahiyer

of employees, as 77% of companies offered theraverf than 250 employees.

(See

http://ec.europa.eu/employment_social/spsi/docsbkgirotection/2007/ec_report_final nov_2007_en.pdf
58)

35 13% of people working in companies employing 10@fkers or more had access to a PERCO plan in
2006 (DARES 2008, p. 2).

% |ess than 3% of people working in companies eniptpiess than 250 workers were covered by a PERCO
in 2006 (DARES 2008, p. 2).

%" Those having less than 10 employees.

3 The level of participation to PERCOs seems to pauiyelate with the generosity of employer matching
contributions. For example, in 2005, 72.5% of ergpks put savings in a PERCO at Sanofi Synthelabo —
where employer matching contributions were set584, while only 19% of workers employed by L'Oréal
participated in their PERCO, as employer matchingrdmtions were set at only 50% (Les Echos 2005).

39 Subscribers to PERP are also younger than thosether individual pensions. More than 16% of
individuals that contribute to a PERP a less thage&ds old, compared to 9% of subscribers to PERGD an
4% of those who contribute to Madelin contractst@ra voluntary public sector scheme. 44% of new
subscribers to PERCO are in fact aged 50 or moreshwhieans that this product attracts an older ptipuala

40 These figures do not include pension expenditfinasiced through book reserves. 11% of funded fitsnef
were paid as part of DC schemes for the self-emplqiadelin contracts) or for farmers (exploitants
agricoles contracts). 12% were paid as part of naly public-sector DC scheme (PREFON, CREF,
COREM, FONPEL, etc.) and 77% were paid as part aapany-sponsored pension plan (DREES, 2008a)..
“1 This replacement rate may be a function of theleyee’s length of service in the company.

42 Dexia Annual Report 2007, p. 46

43 France Telecom Annual Financial Report 2007, p. 197

4 In recent years, the “retraites chapeaux” recebse@EOs or other senior managers have provokedatpro
in the media. The biggest scandal broke when it reaealed, in February 2005, that Daniel Bernard —
Carrefour’s recently CEO — would get a “retraite-akeg’ with a replacement rate of 40% of his lasargal

and that the company had covered the liabilitigh &9 million euros on its book reserves.

48 public sector voluntary DC schemes (PREFON, COREM, GfH) use the point technique and thus have
a slightly different mode of functioning (see péud).

46 | ump-sum payments are allowed in case of low hefesfls.

47 The only exception used to be the CREF which wayg pattially funded, but, since 2002, the newly
created COREM is entirely funded (see part 6.5).

48 0i Evin du 8 ao(it 1994

4° Indeed, no tax relief is available for plans fined by book reserves and companies have to pagmhigh
social contribution rates on them.

%0 Contributions rates can be set at different lesetsording to different wage brackets or the setyiari the
employee in the company. Such a differentiation sgye as an HR tool to improve staff retention.
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51 1n 2006, the average annual individual contributieas estimated at 530 euros for contributionsERP
and at1920 euros for contributions to PERCO (employer matchepresented approximately one fourth of
that sum).

52 Two types of profit-sharing schemes are availéblerance Participationis compulsory in companies that
employ 50 people or more and has been introduce®7. Intéressemenis optional and was created in
1959.

%3 “Working time savings accounts” allow workers tpt@ut from workingtime reduction policies and to
earn wages increased by 25% for the foregoneifree t

%4j.e. 5324 EUR in 2008.
S art. 39, art. 83 and PERCO altogether
%6j.e. 1,664 euros in 2008

57 Caisses d’Epargnewhich have transformed their DB plan into a previtiinstitution institution de
prévoyancgadministered by a bipartite board, are an exoapt the rule (Les Echos, 2008).

%8 Organismes de placement collectif en valeurs nesieili

%9 Groupement d’épargne retraite populaire

0 Two years before retirement age, at least 90%@frrivested savings must be guaranteed by thequensi
manager. Between the two and the five years pregediirement, at least 80% must be guaranteed gegtw
the five and the ten years that precede retirena¢iiéast 65% must be guaranteed, etc

61 Commission de contrdle des mutuelles et des iristisitle prévoyance loi Evin du 31 décembre 1989

62 Autorité de Controle des Assurances et des Musielle

® Fonds de garantie des assurés contre la défaillateceociétés d'assurance de personne

%4 Fonds paritaire de garantie des institutions deymgance

8 Fédération nationale de la Mutualité francaise

%6 Systéme Fédéral de Garantie de la FNMF

®7 The insurance-sector pension scheme originatéatirfrom the companies’ multiple occupational soke
that had been created in 1937-1938.

8 Fédération Francaise des Sociétés d’Assurances

%93 billion French francs

011 billion French francs

" Société d'Assurance de Consolidation des Retragtd@\dsurance

2j.e. the CREPPSAQaisse de retraite et de prévoyance du personnedaleétés d'assurances

8 CGT, FO, CFTC and part of CGC opposed the projet dad to block its implementation by going to
court. CFDT was the only union that did not tryotustruct the creation of the scheme.

" The Juppé government was at the time planninintheduction of funded pension schemes, and thesec
was forced to wait until things were clarified.
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S Bureau Commun d’Assurances Collectiyehich also provides supplementary health instzasuntracts
for employees of the insurance sector)

8 particularly UAP and AGF, which, as a result ogithnationalised status, ran firm-level DB pension
schemes that were separate from the private-sigrdorers’ plan and closed them at the end of thetigs
(Caisse de Retraite du Personnel de I'Union des Asmas de Parisas well asCaisse de retraite du
Personnel des AGFUAP’s “chapeau” scheme offered supplementaryefienset at 2% per year of service
with a maximum replacement rate of 70% of the esfee salary calculated on the basis of the lagethears
preceding retirement.

" AGF Annual Financial Report 20086, p. 25

8 The Caisse de Retraite de la Profession Banc4E&&®PB), which was responsible for managing small
banks’ as well as foreign banks’ supplementary jpenschemes.

79 Benefits in the banking sector were on average lisfter than in wage-earner schemes.
8 More preciselyinstitutions de retraite supplémentaire
8 The “Institution de Prévoyance Valthy

82 up to 2 social security ceilings since 2006 (Usee 4 social security ceilings).
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