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Abstract:

Most Arab pension systems including the Saudi pension system face
a lot of problems that may affect their sustainability and their ability to
fulfill their obligations in the long term. These problems arise as a result
of some factors such as the ongoing increase in the number of
pensioners and elderly ( 5 % in 2015 up to 25% of population by
2045A.D) , the rise in life expectancy because of good medical service,
the rise in unemployment rates because of economic variables and
finally early retirement and mortality cases. Indeed, these factors will
increase demands and burdens of pension systems in the long term.
Under social and economic pressures, some countries may reduce their
contributions in social insurance which have already been guaranteed
by ILO's agreements and recommendations which in turn can aggravate
financial pressure on governmental pension systems.

Accordingly, this study aims at a design that can reform benefits
funding in Saudi pension system. It includes some proposals to ensure
sustainability of pension system in the long term.

The results of this study show that:

- It's inappropriate for the full funding system to fund benefits of a
renewable membership and compulsory system.

- partial funding is more appropriate for national insurance systems
where pensions can fit economic and demographic variables.

- Dependency rate has increased (from 9% in 1410 A. H to 34% by
1445 A.H) and that accumulation potential of new reserves has
relatively decreased, and the fund may be forced to realize some of
its assets and investments in the future.

Key words:

pension systems, life expectancy, social insurance, partial funding.
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Regression Analysis: y versus X, i, r

The regression equation is

y=-49.1+0.00397 x-0.710i + 0.854 r

Predictor Coef SE Coef T P VIF

Constant -49.116  3.246 -15.13 0.000

X 0.0039708 0.0005687 6.98 0.000 3.6

[ -0.7099 0.4166 -1.70 0.127 1065.6

r 0.8538 0.4258 2.81 0.040 1077.1

S=0.521783 R-Sq.=985% R-Sq.(adj) = 97.9%

Analysis of Variance

Source DF SS MS F P

Regression 3 140.822 46.941 172.41 0.000

Residual Error 8 2.178 0.272

Total 11 143.000

Source DF Seq SS

X 1 132.542
[ 1 7.186
r 1 1.094

Durbin-Watson statistic = 1.55759
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