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! In this context, pay-as-you-go or PAYGO denominates a pension system in which all benefits are paid from
current revenues, so that effectively the economically active support the retirees. In a funded pension system, in

contrast, people build up capital reserves during their working lives and use them up after retiring.
% Favre et al (2006) p. 11

® Arenas de Mesa (2000) p. 12
* SAFP-Publications (2006) p. 32
® Pinera (1990) p.11
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® Godoy & Valdés (1994) p. 138

" SAFP Publications (2006) p. 35
® Godoy & Valdés (1994) p. 137
° Acufia & Iglesias p. 433

1% pifiera (1990) p. 13

! pifiera (1990) p. 32 ff
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13 Unless indicated otherwise, the information in this chapter is taken from SAFP (2007) and AFP-AG (2007)

!4 Larrain Rios (2005)
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!5 See for example Homburg (1988) p. 57

16 Orszag & Stiglitz (1999) p. 9-12 have claimed such an offset could occur.

Y Bennett et al (2001) p. 69-72 model voluntary household savings as a function of a number of explanatory
variables, including mandatory pension savings.

'8 Coronado (1997) examines whether there is a significant difference between voluntary household savings of
AFP-affiliates and non-affiliates when controlled for other factors.

9 Corbo & Schmidt-Hebbel (2003) p. 8-15

%% pifiera (1990) p. 27
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1 de Gregorio (2004) p. 19
*2 | arrain & Vergara p. 80ff

23 Hachette (2000) p. 134 & Libertad y Desarollo (2005) p. 12

4 Larroulet (1994) p. 11 & 41
%> Marcel (1989) p. 33
% Sanchez (2005) p. 32-35

%" See Fraser Institute (2005) S. 67. The Fraser Institute annually computes an index named Economic Freedom
of the World. It is composed of various sub-indexes, one of which measures the quality of legal institutions and
the prevalence of the rule of law.

%8 See, for example, Stiglitz (2002) p. 136-145
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% Corbo & Schmidt-Hebbel (2003) p. 24-34 model FIR as a function of pension savings and TFP-growth as a

function of FIR, controlling for a host of other variables respectively. The pension reform explains 31-46% of the

increase in FIR

, FIR explains 32-57% of the increase in TFP-growth.

“0 Berstein (2006)
“1 Berstein & Chumacero (2005) p. 9, 12 & 19 compute an “investment function” imitating AFP’s decisions ex
post, with the given regulations. Then, they apply the function to an environment without regulation.
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