International Update

Recent Developments in Foreign
Public and Private Pensions

Switzerland Approves 13th
Pension Payment

In a national referendum held on March 3, Swiss
voters approved a measure that introduces a 13th pay-
ment for Old-Age and Survivors’ Insurance (OASI)
pensions. Under the measure, OASI pensioners

will receive a 13th payment equal to their standard
monthly payment along with their 12th payment each
December starting in 2026. The measure will also
raise the maximum annual pension (based on cur-
rent pension figures) from 29,400 francs (US$32,546)
to 31,850 francs (US$35,258) for single persons and
from 44,100 francs (US$48,819) to 47,775 francs
(US$52,887) for married couples and registered part-
ners, and it stipulates that supplemental benefits will
be unaffected by the additional payment. Proponents
of the measure have argued that the 13th payment is
needed to help Swiss pensioners deal with rising liv-
ing costs. (Switzerland had the highest cost of living
among the 38 countries belonging to the Organisation
for Economic Co-operation and Development in
2022 based on relative price levels.) However, the
government and parliament have opposed the mea-
sure because it does not specify how the benefit
increase will be fully financed. According to govern-
ment estimates, the 13th payment will cost around
4.2 billion francs (US$4.7 billion) annually, with the
federal government covering around 840 million
francs (US$930 million) of the added expenditure.
The government is considering increases in OASI
employee contributions and Switzerland’s value-added
tax (VAT) to finance the remaining amount.

As part of the same referendum, Swiss vot-
ers rejected a measure that would have gradually
increased the normal retirement age from 65 to 66 by
2033 and linked further increases to changes in life
expectancy. (The normal retirement age for women
is currently 64, but it is set to gradually rise to 65 by
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2028.) Under the life expectancy adjustment mecha-
nism, the normal retirement age would have auto-
matically increased by 80 percent of the change in

life expectancy, with a maximum annual increase of

2 months. The government estimates that initial 1-year
increase in the normal retirement age would have
reduced annual OASI expenditures by around 2 bil-
lion francs (US$2.2 billion) and that further automatic
increases would have generated additional savings.

Switzerland’s old-age pension system consists of the
OASI program covering all residents regardless of
employment status, a mandatory occupational pen-
sion program covering employees, and voluntary
individual savings arrangements. To finance the OASI
program, employees and employers each contribute
4.35 percent of gross earnings/payroll, self-employed
persons contribute up to 8.1 percent of gross earnings,
and the government allocates 1 percentage point of the
VAT and pays 20.2 percent of the program’s total cost.
(Individuals who are not gainfully employed must
also pay annual contributions based on their financial
means and other factors.) Individuals qualify for a full
OASI old-age pension if they have reached the normal
retirement age and have contributions for each year
from age 20 to the normal retirement age. A partial
old-age pension is paid if an individual does not meet
the contribution requirements for a full pension but
has at least 1 year of contributions.
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Asia and the Pacific

Bahrain Amends End-of-Service Benefit
Program for Non-Bahraini Employees

Effective March 1, a royal edict amended Bahrain’s
end-of-service benefit (EOSB) program for non-Bah-
raini employees to require private-sector employers

to prefund benefits by making monthly contributions
to the country’s Social Insurance Organization (SIO).
Previously, employers were legally liable for paying
lump-sum benefits accrued by their employees under
the program, but they were not required to set aside
funds to cover these liabilities. The amended rules are
intended to strengthen the financial integrity of the
EOSB program and significantly reduce the risk of
nonpayment of benefits. The EOSB changes are part
of a multi-year government strategy to align Bahrain’s
employment practices with global standards to make
the country more attractive to foreign workers.
According to the Labor Market Regulatory Authority,
non-Bahraini employees comprised nearly 80 percent
of Bahrain’s labor force in mid-2023.

Under the amended rules, the key features of the
EOSB program include:

e Program administration: The SIO is responsible
for collecting contributions and paying benefits
that accrue under the amended EOSB rules. The
Ministry of Finance and National Economy contin-
ues to oversee and regulate the EOSB program.

* Program coverage: As before, the program covers
private-sector employees who are not citizens of
Bahrain or other Gulf Cooperation Council (GCC)
countries and thus ineligible to participate in a social
insurance pension program. (The GCC countries
include Bahrain, Kuwait, Oman, Qatar, Saudi
Arabia, and the United Arab Emirates.) Employers
must register covered employees with the SIO by
April 1. Benefits accrued by employees before the
implementation of the amended rules will continue
to be governed by the previous rules.

» Employer contributions: Employers must now pay
monthly contributions to the SIO on behalf of their
covered employees. The contribution rate is 4.2 per-
cent of monthly earnings for employees with up to
3 years of service with their employers and 8.4 per-
cent of monthly earnings for employees with more
than 3 years of service. The earnings used to cal-
culate contributions include employees’ base earn-
ings, commissions, bonuses, allowances, and other

compensation. Employers must electronically submit
contributions to the SIO by the 15th of each month
to avoid financial penalties, which include 5 per-
cent interest plus up to 20 percent of any overdue
amount.

* Benefit calculation: The formula for the lump-sum
EOSB continues to be half a month of an employee’s
earnings for each year of the first 3 years of ser-
vice plus a full month of earnings for each year of
service beyond 3 years. The SIO will pay benefits
that accrue under the new rule directly to employees
upon termination of employment (or their survivors
in cases of death). Non-Bahraini employees gener-
ally must retire by age 60.

In addition to the EOSB program, Bahrain’s old-age
pension system includes a social insurance pension
program that is administered by the SIO and cov-
ers Bahraini citizens working in Bahrain or other
GCC countries. Voluntary coverage is available for
self-employed persons, persons who previously had
at least 5 years of mandatory coverage, and citizens
of Bahrain working outside of the GCC area. To be
eligible for a social insurance old-age pension, indi-
viduals must have reached the normal retirement age
of 60 (men) or 55 (women) and have at least 10 years
of contributions. (Contributions may be credited under
certain conditions.) An old-age settlement is paid at
the normal retirement age to individuals with less than
10 years of contributions.
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Argentina Adopts New Benefit
Adjustment Formula

On March 22, Argentina’s president issued a decree
that links future benefit adjustments under the
country’s contributory pension program to inflation

2 ¢ International Update, April 2024


https://www.ssa.gov/policy/docs/progdesc/ssptw/2018-2019/asia/index.html
https://www.ssa.gov/policy/docs/progdesc/ssptw/2018-2019/asia/index.html
https://www.ssa.gov/policy/docs/progdesc/intl_update/2022-04/index.html#bahrain
https://www.ssa.gov/policy/docs/progdesc/intl_update/2022-04/index.html#bahrain

instead of changes in wages and social security rev-
enues. Starting in July, Argentina’s National Social
Security Administration (Administracion Nacional

de la Seguridad Social, or ANSES) will adjust pen-
sions each month based on the change in the national
consumer price index 2 months prior, as measured

by the country’s National Institute of Statistics and
Census (Instituto Nacional de Estadistica y Censos,
or INDEC). As a transitional measure, the decree

also includes a 12.5 percent increase to pensions in
April and additional increases in May and June equal
to the higher of the amounts calculated under the old
and new benefit adjustment formulas. The adoption
of the new formula is intended to provide Argentina’s
pensioners with better protection against inflation—
which reached 288 percent on an annualized basis in
March—and eliminate the need for ad-hoc benefit
increases and bonuses. However, many observers’
have pointed out that the new formula will not help
pensioners recover the purchasing power they have
already lost in recent years. Over the 12-month period
ending in February 2024, it is estimated that the

real value of contributory pensions paid by ANSES
decreased by 28.9 percent for pensioners receiving the
minimum amount and 43.9 percent for those receiving
higher amounts.

With this latest reform, Argentina’s government has
changed the benefit adjustment formula for contribu-
tory pensions four times since 2008. Under the last
formula—which was implemented in March 2021—
contributory pensions are automatically adjusted each
March, June, September, and December, based on
50 percent of the quarterly change in ANSES’s reve-
nues and 50 percent of the quarterly change in national
wages (as measured by INDEC or the Ministry of
Labor, whichever is higher). (The quarterly changes
are based on data for the previous quarter.) For the
first quarter of 2024, this formula produced a ben-
efit increase of 27.18 percent, which fell short of the
51.6 percent inflation rate for the same period.

Argentina’s old-age pension system consists of a
contributory (social insurance) pension program and a
noncontributory pension program (Pension Universal
Adulto Mayor). The contributory pension has three

components: a basic flat-rate pension, a compensatory
pension based on years of contributions before July 1,
1994, and a supplemental pension based on years of
contributions since July 1, 1994. To qualify for a full
contributory pension, individuals must have reached
the normal retirement age and have at least 30 years
of contributions. Individuals with less than 30 years of
contributions can qualify for an “advanced age” par-
tial pension (equal to 70 percent of the basic pension
plus any compensatory and supplemental pensions) if
they have reached age 70 and have at least 10 years of
contributions, including 5 years in the 8 years before
retirement. Resident citizens of Argentina (and certain
resident naturalized citizens and foreign nationals)
aged 65 or older who do not qualify for any other pen-
sion can receive the noncontributory pension, which
pays 80 percent of the minimum monthly old-age pen-
sion under the contributory program.
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