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Executive Summary 

The 2022 Mercer Global Pension Index assesses 
pension systems in 44 countries, with the best 
rated countries being Iceland, Netherlands and 
Denmark and Argentina, the Philippines and 
Thailand the worst. 

PAYGO pension systems have increasingly been 
complemented or replaced by individual savings 
schemes worldwide, especially in countries with 
the most highly rated pension systems. In Iceland, 
Netherlands and Denmark, the coverage of the 
occupational (individual savings) system is more 
than 80 per cent and pension funds exceed 200 
per cent of GDP. 

The results for Latin American countries show 
that pensions remain a major challenge in the 
region. Uruguay ranks 12th with 71.5 of a possible 
100 points (index value), Chile 16th with 68.3 
points, Colombia 21st with 63.2 points, Mexico 
29th with 56.1 points, Peru 30th with 55.8 points, 
Brazil 31st with 55.8 points and Argentina 42nd 
with 43.3 points.  

It is worth mentioning that the Mexican reform, 
which among other things gradually increases the 
contribution rate to the individual accounts 
system, is now showing results, since this country 

ranked nine places higher than in the previous 
edition. The implementation of the Universal 
Guaranteed Pension was not considered in the 
assessment of Chile’s ranking, so the country is 
expected to rank higher in following editions of 
the report. 

The Mercer Report's most frequent 
recommendations for improvement to countries 
in the region are: (i) increase the minimum level 
of support to the poorest, (ii) improve access to 
well-managed pension schemes, (iii) increase the 
retirement age in line with the increase in life 
expectancy, and (iv) encourage both mandatory 
and voluntary private savings. Nonetheless, some 
of the pension reforms being discussed in the 
region take no notice of these suggestions, and 
even go in the opposite direction with regard to 
the last one of them. In Chile it has been proposed 
to allocate the new contribution to a PAYGO 
system with notional accounts (Notional defined 
contribution, NDC), while in Colombia the 
assignment of contributions from the individual 
savings system to the PAYGO system is being 
discussed. These proposals run counter to the 
global trend in pension systems and, due to 
demographic trends, pose a risk to their financial 
sustainability. 
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I. Introduction 

Pension systems are facing challenges they have 
not faced in the global economy in decades. The 
effects of the pandemic, global conflicts, the 
disruption of supply chains and a reversal of the 
trend towards globalization, are being felt. This 
has led to higher levels of inflation, higher interest 
rates and greater uncertainty in economic 
conditions, while life expectancy and population 
aging keep on rising. 

All of this comes at a time when individuals are 
assuming greater responsibility in building their 
pensions, with individual savings mechanisms 
growing in importance worldwide due to the 
financial problems faced by the PAYGO systems, 
as fertility rates fall. 

The recently published Mercer CFA Institute 2022 
World Pension Index (hereinafter the Mercer 
Index) now also includes the Portuguese pension 
system. Thus, this edition compares the pension 
systems of a total of 44 countries, representing 
65% of the world population, in terms of their 
adequacy (the pension amounts that will probably 
be received), sustainability (the ability of the 
systems to continue paying pensions despite 

demographic and financial pressures) and 
integrity (confidence of the community in the 
standards of governance of the systems in the 
long term). The weighted averages of these sub-
indices in the final result of the index are 40%, 
35% and 25%, respectively. 

II. Overall Results 

Table 1 shows the results of the Mercer Index for 
the year 2022. Ratings range from A to E. As in 
Mercer's 2021 report, the top three countries are 
Iceland, Netherlands, and Denmark, while the last 
three countries are Argentina, the Philippines, 
and Thailand. 

Portugal, the new country assessed, ranks 24th, 
which places it in the C+ category group of 
countries. Compared to 2021: Finland rose to 
group B+; Uruguay and Belgium rose to group B; 
the United Arab Emirates (UAE), Malaysia, Spain 
and Colombia rose to group C+; and Japan, 
Mexico and South Korea rose to group C. 
Indonesia, on the other hand, descended to group 
D. 

No systems are ranked in Group E in this year's 
index.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



FIAP / PENSION NOTES 

 3 

 

No. 67; DECEMBER 2022 

 
Table 1. Summary of the results of the 2022 Mercer Index

Source: MERCER CFA Institute 2022 World Pension Index. 

 

Grade Index Value Systems Description 

A >80 

Iceland 
A first-class and robust retirement income system 

that delivers good benefits, is sustainable and has a 
high level of integrity 

Netherlands 

Denmark 

B+ 75-80 

Israel 

A system that has a sound structure, with many good 
features, but has some areas for improvement that 

differentiates it from an A-grade system 

Finland 

Australia 

Norway 

B 65-75 

Sweden 

Singapore 

United Kingdom 

Switzerland 

Uruguay 

Canada 

Ireland 

New Zealand 

Chile 

Belgium 

Germany 

C+ 60-65 

Hong Kong SAR 

A system that has some good features, but also has 
major risks and/or shortcomings that should be 

addressed; without these improvements, its efficacy 
and/or long-term sustainability can be questioned 

United States 

Colombia 

France 

Malaysia 

Portugal 

Spain 

UAE 

C 50-60 

Saudi Arabia 

Poland 

Mexico 

Brazil 

Peru 

Italy 

Austria 

South africa 

China 

Japan 

Taiwan 

South Korea 
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Table 1. Summary of the results of the 2022 Mercer Index - Continuation 

Grade Index Value Systems Description 

D 35-50 

Indonesia 

A system that has some desirable features, but also 
has major weaknesses and/or omissions that need to 

be addressed; without these improvements, its 
efficacy and sustainability are in doubt 

Turkey 

India 

Argentina 

Philippines 

Thailand 

E <35 Nil 
A poor system that may be in the early stages of 

development or non-existent  

 
Source: MERCER CFA Institute 2022 World Pension Index. 

III. Features of the pension systems best 
assessed by Mercer 

Due to the significant impact of demographic 
changes on the finances of the PAYGO systems1, 
they have been increasingly complemented or 
replaced by individual savings schemes 
worldwide, especially in countries with the best 
evaluated pension systems.  

Table 2 is presented to demonstrate the above, 
detailing the pension systems best evaluated by 
the Mercer index: 

• Iceland (1st): This system requires the 
mandatory contribution of at least 12% of 
wages to occupational (individual savings) 
pension funds. The coverage2 of the 
occupational system was 83.2% of the 
population between 15 and 64 years of 
age in 2021. Pension funds have also 
grown significantly, from 80% of GDP in 
1999 to 207% in 2020. 

• Netherlands (2nd): Although 
contribution to occupational schemes is 

voluntary, the Ministry of Public Affairs 
and Employment may declare it 
mandatory in some industries. It currently 
has a large coverage of 88% of people 
between 15 and 64 years of age. Likewise, 
pension funds have grown from 129.8% 
of GDP in 2009 to 212.7% in 2020. 
Occupational plans may be defined-
benefit or defined-contribution, but the 
government has announced a bill3 which 
puts an end to defined benefit schemes 
and switches to defined contribution 
schemes (individual savings), in order to 
guarantee the levels of adequacy of the 
system. 

• Denmark (3rd): There is a government 
managed savings system (ATP) and a 
private occupational individual savings 
system, the former with 91.9% coverage 
and the latter with 65.3% coverage of the 
population aged 15-64 in 2021. Likewise, 
pension assets rose from 99.3% of GDP in 
2009 to 229.4% of GDP in 2020. 

 

 
1 Further details on the impact of demographic changes on 

the PAYGO systems can be found in Pension Notes 65. 
2 Data on coverage and pension funds as a percentage of GDP 

come from Pensions at a Glance 2011 and 2021 (OECD), with 
the exception of funds as a percentage of GDP in Iceland, 

 

1999, which come from the monetary bulletin of the Central 
Bank of Iceland. 
3 The implementation of this reform has been postponed to 

July 2023. Further details here. 

https://www.fiapinternacional.org/wp-content/uploads/2022/09/NP65-nota-de-pensiones-eng.pdf
https://www.oecd-ilibrary.org/finance-and-investment/oecd-pensions-at-a-glance_19991363
https://www.sedlabanki.is/lisalib/getfile.aspx?itemid=ffa738e6-a66a-4fc3-a97b-7e7ac6fe67fb
https://www.lexology.com/library/detail.aspx?g=e86f6a56-7328-4071-a77c-e1a7840803a9
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Table 2. Description of the pension systems best rated by the Mercer Index 

Source: FIAP, with data from the 2021 Mercer CFA Report, BCN, Pension Funds Online, and Pensions at a Glance 2021 (OECD). 
  

                                 

Iceland (1st) 

First pillar: Relatively generous public PAYGO pension, focused on lower-income workers, not necessarily those 
who contributed. Financed with a contribution rate of 6.35% and general taxes. 

Second pillar: Mandatory private occupational pensions (individual savings), also mandatory for self-employed 
workers, with a minimum contribution rate of 12% of the worker's salary (workers contribute 4 percentage 
points and employers 8). 

Third pillar: Voluntary private savings. 

 

  Netherlands (2nd) 

First pillar: Non-contributory public pension financed by general taxes, the so-called AIO, which guarantees that 
there are no retirees living in poverty. Its amount complements income until it reaches the "social minimum 
wage." 

Second Pillar:  

• The PAYGO Pillar: Comprising the state pension (AOW), financed with workers’ contributions and 
general taxes (since contributions do not cover expenditure). This pension is available to all individuals 
who have worked or resided in the country between 15 and 65 years of age. Funded with an 18% 
contribution rate. 

• Collective occupational contributory pillar (capitalization): Workers and their employers accumulate 
pension rights paid into a pension fund. Pensions are managed by pension fund managers, and 
sometimes by insurers. In practice, they are mandatory for the vast majority of workers (more than 92 
per cent). The contribution rate depends on the fund. 
 

Third pillar: Voluntary savings with tax benefits up to a certain level. 

 

Denmark (3rd) 

First pillar: Basic universal public pension and complementary benefit for low-income pensioners, both 
financed by taxes; and a mandatory defined contribution savings scheme (ATP system). Contribution rate 
varies by hours worked. 

Second pillar: Quasi-mandatory, private, individually funded occupational schemes. Contribution ranges from 
10% to 18%, with a typical value of 12%. 

Third pillar: Voluntary complementary savings pension schemes. 
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IV. General recommendations 

The Mercer 2022 report recognizes that each 
pension system reflects a unique history. 
Nonetheless, it points out that there are some 
common areas for improvement, as many of them 
will face similar problems in coming decades. 
These recommendations are in line with the trend 
of incorporating private individual savings 
mechanisms, mentioned in section III. Proposals 
for improvement include: 

• Increasing the coverage of employees (including 
non-standard workers) and the self-employed in 
the private pension system, recognizing that 
many individuals will not save for the future 
without an element of compulsion or auto-
enrollment.  

• Increasing the state pension age and/or 
retirement age to reflect increasing life 
expectancy, both now and into the future, 
thereby reducing the costs of publicly financed 
pension benefits. 

• Promoting higher labor force participation at 
older ages, which will increase the savings 
available for retirement and limit the continuing 
increase in the length of retirement.  

• Encouraging higher levels of private saving, both 
within and beyond the pension system, to reduce 
the future dependence on the public pension 
while also adjusting the expectations of many 
workers.  

• Introducing measures to reduce the gender 
pension gap and those that exist for minority 
groups in many retirement income systems. 

• Reducing leakage from the retirement savings 
system prior to retirement, thereby ensuring that 
the funds saved, often with associated taxation 
support, are used for the provision of retirement 
income.  

• Improving the governance of private pension 
plans and introducing greater transparency to 
improve the confidence of plan members. 
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V. Results in Latin America 

Table 3 shows the 2022 results for the Latin 
American countries considered in the Mercer 
Index. Rankings range from 12th, Uruguay, to 
42nd, Argentina. Comparing this year’s index to 
last year’s, all Latin American countries saw 
increases, mostly due to methodological 
adjustments. Thus, on this occasion it would be 
more relevant to analyse the changes in the 
ranking, taking into account the incorporation of 
the Portuguese system, which fell into the C+ 
group, below Colombia, making all systems with 
less than 62.8 points in the index, namely, Mexico, 
Brazil, Peru and Argentina, drop one position. 

Considering the above, Colombia, Mexico and 
Uruguay improved their positions in the ranking, 
Argentina and Chile maintained them, and Brazil 
and Peru dropped. Based on the above, it is worth 
mentioning that: 

• Mexico's pension reform, which, among 
other things, considers a gradual increase 
in the contribution rate to the individual 
savings system (charged to the employer) 
from 6.5 per cent to 15%, and a reduction 
in the number of weeks of contributions 
required for accessing a pension, is now 
showing results. The updated OECD data 
considered in this edition of Mercer's 
report reveal a significant increase in 
replacement rates in the Mercer system. 

Hence, as a result of the aforementioned 
reform, Mexico’s ranking rose from 37th 
to 29th, equivalent to a net increase of 9 
positions in the ranking, when 
considering the effect of Portugal's 
inclusion. 

• In the case of Chile, the data considered 
for the adequacy of pensions category 
have still not incorporated the effect of 
the Universal Guaranteed Pension (PGU), 
which was approved in January 2022, and 
considerably increases the level of 
support to the poorest individuals. In fact, 
a study from CEP in Chile4 points out that 
with the strengthened PGU, the self-
financing replacement rate of the lower 
gross wages group (less than US$4855) 
exceeds 120% (taking the median of the 
last twelve salaries of pensioners as a 
reference). This country's ranking is 
therefore expected to rise significantly in 
the forthcoming editions of the report. 

• Workers' individual accounts amounting 
to more than $31 billion (equivalent to 12 
per cent of GDP) were expropriated in 
Argentina in 2008 and transferred to a 
defined benefit PAYGO system. The 
system is currently ranked 42nd, second-
last, only ahead of the Philippines and 
Thailand. 

 

 

 
4 See Centro de Estudios Públicos (2022). “PGU and 

Replacement Rates”. Benchmarks, Digital Edition No. 633. 

5 Using the exchange rate of 1 US$ = CLP 886.26 observed on 

December 6. 
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Table 3.- Mercer index ranking, value of the obtained index and reasons for the variation of the index in 
Latin American countries 

Source: FIAP with data from the 2022 MERCER CFA Institute World Pension Index. 

VI. Recommendations for improvement in Latin 
American countries 

The Mercer 2022 report’s proposals for 
improvement in the Latin American countries 
considered in the study, are as follows: 

Argentina: (i) Increase coverage of workers in 
occupational pension plans through automatic 
enrolment or participation, increasing asset 
levels; (ii) Introduce a minimum level of 
mandatory contributions to a retirement savings 
fund; (iii) Introduce a minimum age for accessing 
private pension plan pensions; (iv) Improve 
regulatory requirements for the private pension 
system. 

Brazil: (i) Increase coverage of workers in 
occupational pension plans through automatic 
enrolment or participation, increasing asset 
levels; (ii) Introduce a minimum level of 
mandatory contributions to a retirement savings 
fund; (iii) Introduce a minimum access age, so that 
benefits are preserved for the future; (iv) Allow 
individuals to retire gradually while receiving a 
part pension. 

Chile: (i) Increase the minimum level of support 
for the poorest elderly; (ii) Increase the 

retirement age of women; (iii) Introduce a 
minimum age for access to private pension 
benefits; (iv) Requiring annual reports of pension 
plans to be made available to all members. 

Colombia: (i) Increase the minimum level of 
support for the poorest elderly; (ii) Increase 
household savings; (iii) Increase the level of 
coverage, so as to gradually increase asset levels; 
(iv) Raising the state pension age over time, 
particularly for females; (v) Introduce 
arrangements to protect the pension interests of 
both parties in a divorce. 

Mexico: (i) Increase the pension amounts paid to 
the poorest elderly; (ii) Increase coverage of those 
in the informal market; (iii) Require part of the 
benefits of private pension systems to be 
obtained as an income stream; (iv) Increase the 
level of funded contributions, thus increasing 
asset levels over time; (v) Improve the governance 
requirements for the private pension system, 
including the need for minimum levels of funding 
in Defined benefit plans; (vi) Improve the level of 
communication required with members of 
pension plans. 

Peru: (i) Increase the minimum level of support 
for the poorest elderly; (ii) Increase employee 

  2021 2022 
Reasons for index variation 

Country Ranking Index Value Ranking Index Value 

Argentina  42nd 41.5 42nd  43.3 
Review of the minimum pension score and 

increase in private pension coverage. 
 

Brazil 30th 54.7 31st 55.8 
Review of asset score and updated 

demographics. 

 

 

Chile 16th 67 16th 68.3 Methodological review. 
 

 

Colombia 25th 58.4 21st 63.2 
Increases in net replacement rates and 

private pensions coverage. 

 

 

Mexico 37th 49 29th 56.1 
Significant increase in net replacement rates 
due to reform and methodological review. 

 

 

Peru 29th 55 30th 55.8 Corrected labor participation data. 
 

 

Uruguay 20th 60.7 12th 71.5 Correction of 2021 data. 
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coverage in occupational schemes (for example, 
by promoting tax benefits or flexible investment 
rules), thereby increasing asset levels; (iii) Reduce 
the withdrawal of pension assets prior to 
retirement; (iv) Introduce mandatory disclosure 
of management fees; (v) Allow individuals to 
retire gradually while receiving a part pension. 

Uruguay: (i) Increase the level of individual 
contributions invested for the future through 
private pension arrangements; (ii) Improve 
governance requirements for the private pension 
system; (iii) Increase the official retirement age in 
line with life expectancy increases; (iv) Introduce 
arrangements to protect all pension interests of 
both parties in a divorce.  

As can be seen, the most frequent 
recommendations for improvement to the 
countries of the region are to increase the 
minimum level of support to the poorest, improve 
access to well managed pension schemes, 
increase the retirement age to reflect life 
expectancy increases and encourage both 
mandatory and voluntary private savings. 

Despite the above, some of the pension reforms 
being discussed in the region comply with few or 
none of these recommendations and, on the 
contrary, go in the opposite direction to the global 
trend of increasing savings. 

Chile: The reform proposed by the government 
does not respond to any of the recommendations 
made by Mercer, except for (i), since it proposes 
increasing the amount of the PGU. However, one 
must bear in mind that this suggestion was made 
without taking into account the creation of the 
PGU. On the other hand, the reform proposal 
under discussion does not contemplate increasing 
the retirement age of women, despite the fact 
that this measure is the most relevant in reducing 
the gender gap in pensions.6. Likewise, no 
increases in mandatory savings are considered, 
but rather the proposed additional contribution 
of 6% has been earmarked for a notional accounts 

 
6 Evidence on this point is provided in the paper "Gender gaps 
in pensions and proposals to improve women's pensions in 
FIAP countries". 

(NDC) PAYGO system. Nor does it imply a net 
increase in voluntary savings, since, although it 
creates voluntary collective pension savings 
(APVC) with automatic enrolment, it is financed 
with tax resources freed up by the elimination of 
the agreed deposits1, which currently constitute 
an important incentive to voluntary savings. 

Colombia: The reform announced in this country 
proposes diverting a large part of the 
contributions to the government fund manager 
(Colpensiones), which manages the public PAYGO 
system. All the contributions of those earning 
between 1 and 4 minimum wages would go to 
Colpensiones, while all others would contribute 
an amount of 4 minimum wages to Colpensiones, 
and the difference to individual savings. The 
resources collected by Colpensiones would be 
used in the contributory PAYGO system (Régimen 
de prima media) and for strengthening the basic 
solidarity pillar (Colombia Mayor). While this 
proposal complies with recommendation (i), as it 
strengthens the solidarity pillar, it fails to meet 
recommendation (ii), to increase savings, and, on 
the contrary, diverts contributed funds to a 
PAYGO system. These measures would have 
serious negative consequences, such as: an 
increase in the fiscal deficit and the deficit of the 
pension system, which would increase the 
pension debt from less than 100% to more than 
200%, according to estimates of the University of 
Los Andes; negative effects on growth and the 
economy; and a weakening of the capital market. 

Conclusions 

The Mercer CFA World Pension Index is still a very 
useful tool for assessing, comparing and 
improving pension systems worldwide. Periodic 
updating of reports enables monitoring of the 
different countries and analysis of good pension 
practices. 

The results for Latin American countries are still 
mixed. In this edition of the report, Colombia, 
Mexico and Uruguay improved their ranking, 

 

https://www.fiapinternacional.org/wp-content/uploads/2016/01/Gender-pension-gaps-and-proposals-to-improve-womens-pensions-sept-2022.pdf
https://www.fiapinternacional.org/wp-content/uploads/2016/01/Gender-pension-gaps-and-proposals-to-improve-womens-pensions-sept-2022.pdf
https://www.fiapinternacional.org/wp-content/uploads/2016/01/Gender-pension-gaps-and-proposals-to-improve-womens-pensions-sept-2022.pdf
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Argentina and Chile maintained it, and Brazil and 
Peru dropped.  

The trend observed in the world's pension 
systems is clear. The three countries best rated by 
the index (Iceland, Netherlands, and Denmark) 
have seen substantial increases in their pension 
funds, exceeding 200% of GDP in 2020. 

Despite the above, the reform discussions in Latin 
America are still focused on the opposite 

direction. In Chile it has been proposed to allocate 
the new contribution to a PAYGO system with 
notional accounts, while in Colombia the 
assignment of contributions from the individual 
savings system to the PAYGO system is being 
discussed. These proposals run counter to the 
recommendations made by the Mercer report 
and, due to demographic trends, also pose a risk 
to the financial sustainability of the systems. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Important: The comments and statements in this document should be considered general guidelines for increasing pension culture 
and must under no circumstances be considered recommendations that replace the personal, free and informed evaluation and 

decision of workers. The information in this Pensions Note may be reproduced by the media. 

Queries: International Federation of Pension Fund Administrators (FIAP). 

Address: Avenida Nueva Providencia 2155, Torre B, piso 8, Of.810-811, Providencia. Santiago – Chile 

Phone: (56-2) 2381 1723; E-mail: fiap@fiap.cl; Website: www.fiapinternacional.org 
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