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An actuarial projection model, which intactly reflects the pension
system, is used to project the pension provision of public officials
in Korea and to examine financial sustainability, both intra- and
intergenerational fairness, and the adequacy of social strata in
terms of income in retirement. The financial sustainability might be
impossible without pension reforms as the public cumulative
deficits, due to increasing future pension entitlements, could reach
at 28 trillion won in 2020, 414 trillion won in 2050, and 1,433 trillion
won in 2090, based on year 2015 real price. The ruling party
recently presented its own pension reforms of public officials but,
unfortunately, its reforms were inaccurately and erroneously
designed, bringing to more benefit cuts in the current employees
than the new employees and resulting in more serious budget
deficit than the current pension system. The benefit/cost ratios
between public officials pension that are linking the entitlements
directly to the evolution of life expectancy and show the effect of
the reforms for fiscal consolidation. The reforms reduce the public
deficit to 50% in 2020, 60% in 2060, and 80% in 2080, relative to the
expected deficit of the current pension system. The reforms are
also designed to give the pensioners an adequate income in old age
and to have lower life transfer, the difference between the total
lifetime value of benefits and the total Ilifetime value of
contributions, than the reforms of the ruling party. In addition, we
also discuss the reforms that have a distributional function for

different earning levels.
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