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Abstract: The legal, policy and economic issues associated with pension provision, care and 

dignity in old age are fundamental challenges for the future of our society. Pension 

provision is in crisis and this paper highlights the policy choices and regulatory challenges 

that this entails. The analysis also highlights the importance of the ‘nuclear family’ and the 

‘extended family’  in the provision of care, from child care to old age care and the 

consideration that the home is the natural environment in which such provision ought to 

take place. In this context, an adequate legal and regulatory framework for pensions needs 
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Occupational pension schemes 
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– A mandated, funded and privately managed defined contribution ‘pillar’ based on 
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Amongst the non-financial issues we must consider, 

– Demographic trends (aging population and life expectancy improvements, inversion 

of the population pyramid).
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– Averting old age poverty 

– Dignity in old age 

– Disintegration of extended family 

– Labour market incentives (mobility). 

Amongst the financial issues the following are noteworthy: 

– Savings and economic and financial stability issues affecting pensions 

– Fiscal sustainability, given the increases in public debt and budgetary deficits that 

may accompany a large IPD. 

– Inter-generational debt and redistribution; transfer of money from young to old 

– Capital market development (the example of Chile which set up private 

Administradoras de Fondos de Pensiones, AFPs has served as a model for many 

other developing countries) 

– Appropriate regulation of private pension funds, to which we now turn. 

4 Why regulate pensions? 

As discussed in Davis (2014), abstracting from issues of redistribution, a case for public intervention 

in the operation of markets arises when there is a market failure, i.e. when a set of market prices 
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 As regards demographics, Professor Emily Grund of the LSE is conducting research that considers inter alia 

the impact of changes upon various types of family support. The graph above is from Grundy (2013). 
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fails to reach a Pareto optimal outcome. There are three key types of market failure in finance, 

namely those relating to information asymmetry, ext
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after retirement). On the other hand, factors inherently uncertain  are spells of unemployment (or 

childbearing) which restrict contributions, real wage growth, return on investments, inflation, 

interest rates and longevity). So the issue arises, can education and regulation help people cope, and 

focus on correctly calibrating their contributions,
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housing market frenzies when people overborrow to get a “foot on the ladder” (see Barrell and 

Weale (2009), Davis (2012)). 
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We are called to have wisdom in planning for retire
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