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Will the retirement system collapse in the next few years?


The alarms concerning retirement or social security systems have been sounding for years. In the United States, the forecast date for the collapse of the retirement system is 2035, precisely when it would be 100 years since the enactment of the Social Security Act during Roosevelt’s New Deal. Although each country has its own retirement laws, similar forecasts are repeated around the world. It is a system that is out of date, and this is due to many variables, including the increase in life expectancy, the aging of the population and changes within the working world. If 100 years ago the retirement fund was expected to reach the few who survived the retirement age, and during the short period of life that they could have left, today the life expectancy can mean twenty or thirty years of retirement. The ratio between salaried workers and retirees has shortened so much that the whole system has entered into crisis. In addition, if before workers could spend decades in the same job, and even reach retirement age within the same factory or company, at present the labor market is much more dynamic, and forecasts suggest that the freelance worker model will be increasingly popular. The coronavirus pandemic has accelerated this process with sudden implementations of remote work or home office, which many see as the first step towards greater independence between companies and workers. How will the universe of work be reconfigured and what are retirements expected to look like in the coming decades?


There are many ideas that underlie the concept of retirement. One of them is that after decades of paid work, contributions and tax payments, people deserve to spend the last years of their lives resting, spending their time on recreational activities and leisure. But there are other variables that come into play, and that have aroused controversy or discussion throughout the ages. One of these aspects is the age that is set as a limit: that is, up to what age men and women shall work in order to retire, or what is the age up to which people are considered useful in terms of labor productivity. This age has moved forward over the years, in parallel also with an increase in life expectancy and with the need to increase income from social security funds. In fact, most analysts propose raising the retirement age as the easiest way to make the system more solvent.


For many, the idea of retirement presents a challenge in terms of how to spend time. If lives are configured around work and the so-called “professional career”, the end of that career can be a void. Since its implementation decades ago, many have refused to retire (and not just because of the idea of having less income). Studies show that symptoms of depression are twice more common among retirees than in working people. One of the biggest concerns is financial: we imagine retirees who travel and take courses, but the truth is that many of them have difficulties making ends meet. The future of retirement systems is being shaped in the heat of a global reconfiguration of both life and work models. What are the best pension systems in the world and what ways out are analysts proposing?
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Brief history of retirement


The origins of the idea of a retirement benefit date back to Ancient Rome. There, soldiers who had worked for 25 years for the imperial army were given a piece of land and money equivalent to 12 years’ pay. In times of war, most soldiers died before reaching 25 years of service, but many historians say there were times when the Roman Empire had a hard time coping with these benefits. This happened mainly after the end of a war, when a certain number of soldiers retired from the activity.


In the 16th century, some European countries offered a pension to the members of their armies, starting with the highest positions. The first civilian on record to have received a pension was an officer of the port of London: in 1684, he received half of his salary, deducted from the salary of the man that replaced him.


But the retirements that we know today date much closer in time. It was the German Chancellor Otto von Bismark, in Prussia at the end of the 19th century, who implemented social insurance for old age. The growing importance of the Marxists, somehow, forced him to take socialist actions. In 1883, Bismarck announced that anyone over 65 who did not work would receive a pension. The German Emperor Wilhelm I had introduced the idea two years earlier, and in a letter he had stated that “those who cannot work due to age or disability have strong arguments for claiming state assistance”. Opponents branded Bismarck a “socialist”, the same thing that would happen to Roosevelt years later. The old age or disability pension program was mandatory and funded by employees, employers and the state. The possibilities of exceeding 65 years to enjoy the pension were not so great, but Bismarck’s action set precedents and also suggested the age at which retirement would be considered “sensible”, an age that is precisely the one that persists in great part of the world.
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