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Johansson has proposed an interesting concept: To resolve the current debate over how many units of pension
wealth should be automatically transferred into a pension plan. The debate is raging. The European Parliament

has suggested an EU-wide minimum percentage of automatically transferred assets. The International Monetary
Fund (IMF) with few exceptions has, with great reluctance, endorsed it. The OECD has adopted a similar minimum
level of 70 per cent. However, the Organisation for Economic Cooperation and Development (OECD) also agrees

that higher percentages are desirable, but not all automatic transfers are acceptable. For instance, the OECD
proposes that the proportion should be equal to the ratio of the formal retirement age to the age of highest

mortality. This ratio, based on mortality and life expectancy today, is lower than the ratio implied by the 60-year-
old pension age we have today (more on this later). But will our children need to have a minimum amount of

wealth transferred to them at that age? If not, what is the minimum? The OECD estimates that, nowadays, the
typical employee in the OECD has a 67 per cent share in pension wealth. Employees are contributors to pension
funds and the fund they contribute to is provided by the employer. Thus, 67 per cent of the contributions will be
the responsibility of the employer. Higher wealth translates into better returns for the pension fund. That may

sound obvious, but the OECD agrees that higher wealth leads to higher potential returns for the pension fund. The
OECD estimates that increased wealth from three times the wealth of most people today (which corresponds to

the OECD level), would result in better pension fund returns. A problem with the OECD approach, however, is that
there is no international agreement on the specific level of wealth that creates the potential for better returns.

The OECD has suggested that the 70 per cent level was adopted following a good deal of research. If an
international agreement cannot be reached by the OECD, it means that the level of wealth needed to trigger a

higher return will vary from country to country. In practice, that would mean that, to get the same level of wealth,
pension wealth in two countries (at the same age) would differ. Why is that? The idea that wealth is related to

returns is reasonable. If the pension fund automatically and permanently transfers 3 per cent (or 30 per cent or
100 per cent) of all employment income, the
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