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Topic 1: Coverage and contributions

1.

What financial incentives (e.g. tax advantages) and non-financial incentives (e.g. auto-
enrolment) should the design of the supplementary DC pension system contain to en-
sure high participation? How can young people be incentivised to save in DC pension
systems as early as possible and with sufficient contributions?

We agree that financial incentives such as e.g. tax advantages are a key component for
ensuring broad participation in supplementary pension systems or products. The design
of the pertinent incentive structure should be left to the respective Member State, as so-
lutions that fit the local context can best be found at the national level. Generally, we do
not see why the incentives for DB and DC should differ, but again, it should be left to the
Member States to design their own incentive structure.

As far as ensuring participation from young people is concerned, we point out that at the
beginning of their working lives, most workers have a rather modest income (especially
after taxes and social security contributions) and therefore not a high capacity to save.
Matching contributions from the employer or the state have the potential of motivating
young people (and low-income earners in general) to start saving for retirement. Other
than that, enrolment and the collection of contributions should be as simple as possible.
Progress should be regularly demonstrated. Trusted individuals who recommend enrol-
ment also help.

How can the design of supplementary DC pension systems ensure that contributions
are sufficiently high to ensure that DC members receive adequate retirement income?

Generally, in order to (adequately) save for retirement, people need sufficient disposable
income (see answer to Question 1). For anexample of how to enable low-income earners
to join a supplementary pension scheme, please see our response to Question 6. Fur-
thermore, DC pension systems should operate cost-efficiently to achieve adequate re-
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tirement income for theirmembers and beneficiaries. This is typically achieved via col-
lective systems, which are characteristic for occupational pensions in many Member
States. This applies in particular if the pension funds are set up by the employer and/or
social partners and hence do not operate for their own profit. As occupational pensions
are usually tied to an employment contract, they typically have little to no distribution
costs.

Next to contributions being paid continuously, the yields are particularly important. Pen-
sion institutions should be given the opportunity to invest long-term in assets with the
highest possible returns, without disruptions caused by cancellations and high costs.

»Adequate retirement income*“ also implies that some thought goes into the design of
the payout phase. The mere accumulation of capital is not sufficient to achieve this.

What role should respectively occupational pensions and personal pensions play in the
design of supplementary DC pension systems in order to provide a stable and secure re-
tirement income? What should be the role of employers and/or the social partners?

We believe that for the vast majority of employees, occupational pensions (irrespectively
of whether they are DB or DC) are the best way to additionally save for retirement. Next
to the employer typically paying (part of) the contributions, the second pillar has many
advantages over other vehicles for retirement savings, such as e.g. the creation of large
collectives that enable risk sharing, providers that are often set up by employers or so-
cial partners and operating not-for-profit as well as the protection of members and ben-
eficiaries via labour law.

Through the involvement of employers and social partners, collective systems with many
advantages can be established, enabling broad groups of employees to be included.
From an individual’s perspective, this sensibly leads to a ‘standard product’ that can, if
needed, be supplemented by the third pillar.

Those who do not have access to occupational pensions need viable alternatives to save
for retirement. Good quality personal pension products can be part of the solution. Em-
ployers and social partners are typically not involved with personal pension products.

Topic 2: Participation and contribution persistency of specific groups

4.

How can supplementary DC pensions be designed to encourage pension participation
and contribution persistency of specific groups of workers that often do not have access
to occupational pensions, particularly the self-employed and workers with non-standard
contracts? How can financial and non-financial incentives be adapted to non-standard
workers and the self-employed?

The extent to which pension products and schemes have to be designed to fit the needs
of non-standard workers and the self-employed is to be decided at the national level, as
it depends on if to which extent said groups are covered by the first pillar. This topic is
not related to DC and also not one for supervisory authorities.

Generally, we believe that those who do not have access to occupational pensions re-
quire viable alternatives to save for retirement. Good quality third pillar products are



centralin this regard. Which financial and non-financial incentives are adequate to pro-
mote participation and contribution persistency depends on national circumstances
and should therefore be decided at the national level.

5. Should there be strategies in place to encourage pension participation and contribution
persistency of people of working age, and most notably women, who take a career break
or are otherwise inactive (e.g. carers), in unpaid work or unemployed and, if so, what
strategies?

Whether or not an individual pension is adequate generally depends on persistent con-
tributions having been paid and sufficient capital returns. In that sense, there should be
solutions for the groups mentioned in the questions. However, the question of who pays
these contributions is very relevant, as the unemployed or those engaged in unpaid care-
work often do not have the necessary disposable income and the (former) employer can-
not be held responsible. We believe that according solutions have to be found at the na-
tional level. In Germany, such solutions are primarily rooted in the first pillar PAYG sys-
tem, where the burden of financing is borne by the state or all contributors. In the second
pillar, according financing models can be established via collective agreements.

6. Arethere other specific groups, such as individuals from ethnic minority backgrounds
and those with disabilities at risk of accruing no or insufficient statutory pension rights
over their working life and, if so, what strategies could encourage pension participation
and contributions persistency in supplementary DC pensions for these people in partic-
ular?

The mostimportant obstacle to accruing sufficient pension rights is low income during
working life. This might be correlated with, but is not limited to factors such as migration
history, disability and gender. Hence we believe that strategies to encourage pension
participation should be focused on income, not on the factors mentioned in this ques-
tion.

In Germany, there is a ,,low-income earners subsidy“ (,,Geringverdienerférderung®, § 100
EStG) for occupational pensions. Employers contributing to the occupational pension
plans for their low-earning employees (currently defined as employees with a gross
monthly salary of no more than 2.575 EUR) receive public funding amounting to 30 per-
cent of the contribution (currently capped at 288 EUR per employee and year). At this
moment, a bill on a ,,Second Law Strengthening Occupational Pensions“ (,,Zweites Be-
triebsrentenstarkungsgesetz®) is in the legislative process. If passed in its current form,
which we consider likely, it will further extend the low-income earner subsidy.

Topic 3: Scale and portability

7. Should economies of scale be considered in the design of supplementary DC pensions,
most notably to enhance efficiency and raise retirement benefits of DC pension savers?
If so, how and through which area(s) of the supplementary DC pension system (or value
chain) can its design effectively generate scale? Is there a trade-off between the promo-
tion of scale and competition?

We believe that the current discussion on supplementary pensions focuses excessively
on size. While size certainly is a factor affecting e.g. the investment capacity of a pension
fund, it is certainly not the only one. Smaller providers can and do compensate such



scale effects through the selection of good service providers (outsourcing) or their in-
vestment strategy — e.g. by investing via AIF which have the required scale to build a very
broadly diversified portfolio.

Furthermore, in the second pillar, IORPs may fall back on competences of their spon-
soring undertaking(s) regarding the handling of certain asset classes. As regards to
costs, EIOPA’s Costs and Past Performance Report shows that in the majority of MS,
IORPs have an expense ratio of well below 1%. This indicates that also smaller IORPs
are operating cost-efficiently.

The German experience (,,Riester-framework®) has shown that competition among pro-
viders of third pillar pension products does not necessarily lead to optimal outcomes.

8. Should the design of supplementary DC pensions allow for switching between providers
within national systems and, e.g. to facilitate labour mobility across Member States,
portability across borders in the EU and, if so, how?

9. How can switching and portability be balanced with the need for long-term investments
(e.g. illiquid assets) and the need for scale in supplementary DC pensions? Are there
specific considerations on switching and portability within the second pillar, within the
third pillar and between the second and third pillars?

Answer to questions 8 and 9: There is a general trade-off between maximum portability
and the benefits associated with investing with a long-term perspective (both from the
perspective of the saver, but also with regard to the EU‘s SIU-goals). This cannot be
solved via regulation. We think that the focus should be rather on promoting long-term
investment, as this provides better returns.

The question of who selects the provider is central to supplementary pensions. Regard-
ing occupational pensions, this is typically the employer or the social partners, whilst
concerning personal pension products,it is the individual. Hence, changes of employ-
ment are not relevant to personal pension products.

In Germany, there is only one type of DC schemes, which is collective in nature: The So-
cial Partner Model. Members have no choice on the provider or the ,,product”. We rec-
ommend that EIOPA differentiates between individual and collective DC presenting the
respective advantages and disadvantages.

Mobility and portability across (EU-)borders require a different investment strategy, more
complexity and higher costs. Hence, one should ask the question of for which share of
the EU population this is actually relevant. We believe that the vast majority of EU citi-
zens do not require such solutions.

Topic 4: Design of the accumulation and decumulation phase

10. What are the key features that should be covered in the design of the accumulation
phase of DC pensions? Should the design prescribe measures, or provide DC members
the choice of options, to mitigate investment risk, such as life cycling, guarantees and
collective risk sharing arrangements to smooth returns? Should DC members be pro-
vided with choice, i.e. investment options possibly combined with a default option, or
will one investment strategy suffice for all members?



We believe that one should distinguish between occupational and personal pensions. As
far as the third pillar is concerned, life cycling and individual investment options can
have their place. As far as occupational pensions are concerned, collective investment
and risk sharing lead to better results in our experience.

Furthermore, the questions of how the default option or common investment strategy is
selected and by whom remain. In IORPs, the investment strategy is determined in the re-
sponsible committees with the involvement of members and beneficiaries. Individual
choices, on the other hand, lead to complexity and higher costs and require advice,
which has to be paid for by somebody.

11. What are the key elements that should be considered in the design of the decumulation
phase of DC pensions? Should the design prescribe a specific payout strategy or should
DC members have a choice between different types of pay-out solutions, such as annui-
ties, programmed withdrawals and lump sums, possibly combined with a default strat-
egy? What payout strategies can effectively help DC pension savers secure adequate
retirement income? Should DC members be allowed to withdraw pension savings before
the retirement age for specific purposes, like buying a house, and, if so, under what con-
ditions?

Adequate designs of the payout phase depend on national circumstances and should
therefore be decided at Member State level. However, due to demographic trends in the
EU and its Member States and the corresponding stress on first pillar PAYG systems, we
believe that from a social policy perspective, the focus should be on lifelong benefits.
Lump sum payments also somewhat thwart the approach the EU has embarked upon
with its SIU strategy. We also find it important that pension products and schemes are
specifically designed to replace earned income after retirement (and not e.g. to finance a
house or a car).

12. Are there interdependencies that should be considered in the design of the accumula-
tion and decumulation phase? If so, what are these interdependencies and how should
they impact on the design of the accumulation and decumulation phase to ensure that
DC pension savers secure adequate retirementincome?

In large collectives that characterize occupational pension schemes in many Member
States, the integration of the accumulation and decumulation phase can lead to even
more efficiency, further risk mitigation and hence higher benefits.

We believe that situations should be avoided in which upon entering retirement, people
are confronted with a large sum of money, which most cannot convert into an annuity
without getting advice and having to shop for a provider. The German Social Partner
Modelin our opinion serves as role model for the integration of the accumulation and the
decumulation phase.

Topic 5: Value for Money

13. How can Value for Money be measured and assessed effectively and consistently
across supplementary DC pensions and what quantitative and qualitative criteria (or in-
dicators) should be used for assessing value for money, distinguishing between the
strategies offered for the accumulation and decumulation phase? How can supervisors



14.

15.

create and publish composite benchmarks for DC pension plans on the basis of such
criteria to improve transparency and competition?

In order to come up with a meaningful benchmark for Value for Money, one has to com-
pare the entire portfolio of services that an institution offers. We wonder whether this is
feasible and reasonable, especially for a supervisory body. Furthermore, we point out
that occupational DC pension schemes are generally not available on a free market -
there is no universal access to occupational pension schemes. Comparability is there-
fore of limited value.

Are there any specific scheme design features or innovations that could improve value
for money in supplementary DC pensions, distinguishing between occupational and per-
sonal DC pensions and the accumulation and decumulation phase?

We believe that collective occupational DC schemes operated by entities which are es-
tablished by employers and/or social partners, pursue a social goal (paying adequate
pensions) and do not operate for their own profit provide the best outcomes to their
members and beneficiaries.

To what extent do governance and oversight models impact on value for money in sup-
plementary DC pensions and overall DC outcomes, distinguishing between occupa-
tional and personal DC pensions and the accumulation and decumulation phase?

German Occupational Pension Law foresees for Social Partner Models that the parties
having negotiated a Social Partner Model must be involved in the steering of its opera-
tions. Those stakeholders have a natural interest in keeping costs low and pension out-
comes high.

Topic 6: Information provision and transparency

16.

17.

What are the main elements on which DC pension savers should be informed before be-
ing enrolled in a DC plan and after their enrolment? How can information provision to DC
members and beneficiaries benefit from digitalisation and insights from behavioural re-
search?

If and to the extent that someone bears (part of) the investment risk, elements such as
the investment strategy pursued and the functioning of the respective system are essen-
tial. This applies in particular if and to the extent that options exist. Digitalization plays an
important role here, as such systems are designed to be much closer to the capital mar-
ket and should provide an up-to-date overview.

How can communication and behavioural insights, and particularly pension tracking
systems, support citizens to make informed decisions for their retirement income? Are
there other good practices in communications to reach out to people and make them
aware of insufficient pension savings?

Communication and behavioural insights are only potentially relevant when individuals
are in a position to make choices, which is not always the case. Information overload
certainly does not lead to more transparency or increased saving for retirement.



18.

What practical tools are already in place to understand and identify the drivers and barri-
ers to DC pension adequacy for the design of supplementary DC pensions? What practi-
cal tools could be developed to help Member States design and enhance supplementary
DC pensions?

Topic 7: Emerging trends, regulation and supervision

19.

20.

21.

How will emerging trends (e.g. market) and innovations (e.g. Al) positively and/or nega-
tively impact supplementary DC pensions in the future?

To what extent should prudential regulation and supervision evolve in an environment
where occupational and personal DC pensions are expected to increasingly contribute
toward securing an adequate and secure retirementincome?

Ever more regulation does not lead to a further dissemination of pensions. To the con-
trary, steadily increasing bureaucratic requirements might actually discourage employ-
ers from offering an occupational pension to their employees. The experience with PEPP
shows that neither supply nor demand are created by establishing a pension product
through (EU) regulation.

To what extent should conduct regulation and supervision evolve in an environment
where occupational and personal DC pensions are expected to increasingly contribute
toward securing an adequate and secure retirementincome?

The fit and proper criteria apply in DB and DC contexts alike. There is no need to change
them. DC gaining in relevance does notimply a more important role of supervisory au-
thorities.

Other comments

22.

XK/SD

Do you have any other comments and suggestions which EIOPA should consider for the
future DC toolkit to help foster the development of adequate supplementary DC pen-
sions? If yes, please provide these other comments and suggestions

Debureaucratization and the reduction of red tape correctly rank high on the EU‘s politi-
cal agenda. This should also apply to supplementary pensions and their providers.



