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Administration: centralized for personal se- 
curity accounts (“PSA Central”), 
58-67; of proposed social security- 
related individual accounts, 166-67; of 
SSA-sponsored individual accounts, 
13-20; structure for individual ac- 
counts, 55, 57-67; of Thrift Savings 
Plan, 183-84. See also Asset man- 
agement 

“Administration Costs,” 50 
Administrative costs: annuity products, 

178; of centralized fund without indi- 
vidual accounts, 86; government- 
organized individual accounts, 5, 137- 
49, 162-68; hypothetical percentage of 
assets and dollars per account, 81-85; 
of investment choice, 216-18; model of 
components of, 80-81; predicted de- 
cline in, 168; privately organized indi- 
vidual accounts, 5, 137-39, 149-57, 
162-68; of proposed individual ac- 
counts for retirement, 21 1-13; record 
keeping and communications (R&C), 
78, 80-81, 120-25; in retail, central- 
ized, and constrained-choice markets, 
4-5, 127-30. See also Asset manage- 
ment; and specific programs 

Adverse selection: conditions for reduction 
in annuity market, 6, 179-81, 201; in 
insurance company annuity purchases, 
179-81; with mandatory annuitization, 

202-3; in private insurance markets, 
70-7 1; in voluntary purchase behavior, 
1 74 

AFPs (administradoras de fondos de pensi- 
ones), Chile: administrative costs and 
fees, 50, 79, 86-93; role in Chilean pen- 
sion savings account system, 32-33,42 

Annuities: actuarially fair, 181; available to 
federal Thrift Savings Plan partici- 
pants, 6, 182-91; British inflation- 
indexed, 70; choices of, 204-5; conver- 
sion of disability benefits to, 70-71; un- 
der defined-benefit plans, 173; 401(k) 
voluntary life annuity payout, 173-74; 
government-organized individual ac- 
counts, 5, 146-49; inflation-indexed in 
proposed U.S. system, 3; mortality rate 
probabilities, 178-81; offered on group 
basis, 14748; offered through insur- 
ance companies, 176; options for SSA- 
sponsored or private market individual 
accounts, 26-29; private market or 
mandated, 14849; single premium in- 
dividual annuity, 189; Thrift Savings 
Plan inflation-indexed, 184; TIAA- 
CREF, 6, 191-99 

Annuity payments: comparison of Thrift 
Savings Plan and insurance company 
annuity, 203; expected present dis- 
counted value, 6, 178-82, 198-99,205; 
of insurance company annuities, 
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Annuity payments (cont.) 
177-8 1 ; Thrift Savings Plan basis for 
payment, 184-86, 188-91; TIAA- 
CREF, 191-99, 202-3 

Argentina: costs of privately organized indi- 
vidual accounts, 155 

Asset management: under centralized ad- 
ministration of personal security ac- 
counts, 57-67; in constrained-choice in- 
dividual account system, 4-5, 118-20; 
costs to institutional investors, 114-17; 
in defined-benefit and -contribution 
plans, 38-39; economies of scale in, 
78-79; institutional market, 114-17; 
proposed separation of record keeping 
and communication from, 122; scale 
economies in mandatory individual ac- 
count systems, 117-28; withdrawal 
from federal Thrift Savings Plan, 183 

Assets: in Chilean pension system, 86-93; 
in mutual funds in United States, 93- 
114; worker control over retirement 
assets, 55, 57 

tirement contributions, 58; costs to ad- 
minister retirement accounts, 3, 50-51, 
72-73; investment choice, 73; means- 
tested old-age pension system, 3 1, 
42-43; personal retirement accounts 
in, 31-32,4245; superannuation guar- 
antee, 31-32,43-44, 50-52; tax treat- 
ment, 44, 51 

Australia: collection and investment of re- 

Benefit payments: of individual account 
pension system, 70; paid from 
government-organized individual 
accounts, 5, 143, 145-49. See also 
Annuity payments 

“Beyond Ideology,” 211118 

Chile: costs of public social security system, 
50; costs to administer retirement- 
saving program, 49-51, 86-93, 155; ir- 
relevance of experience in, 168; pri- 
vately organized individual accounts, 
32-33, 42, 155; regulation of individual 
private accounts, 155; self-employed 
in, 33. See also AFPs (administradoras 
de fondos de pensiones), Chile 

182-83, 189. See also Federal Employ- 
ees’ Retirement System (FERS); Thrift 
Savings Plan (TSP) 

Civil Service Retirement System (CSRS), 

CREE See Teachers Insurance and Annu- 
ity Association (T1AA)-College Retire- 
ment Equities Fund (CREF) 

Data sources: analysis of mutual funds in 
United States, 94; Best’s Review, 
176-78; cost efficiency of individual re- 
tirement accounts, 78-80; mortality 
tables, 204 

Defined-benefit (DB) plans: annuities, 173; 
asset and risk management, 38-39; 
investment- and funding-policy pro- 
cess, 38-39; mandatory life annuities, 
173. See also Civil Service Retirement 
System (CSRS) 

Defined-contribution (DC) plans: annuity 
options, 28; asset and risk manage- 
ment, 38-39; 403(b) plan annuity pay- 
out, 173; individual accounts, 42; 
investment- and funding-policy pro- 
cess, 38-39; participant-directed in- 
vesting, 216; in Sweden, 33; in United 
Kingdom, 46; in United States, 4743; 
use of ERISA 404(c) safe harbor con- 
cept, 48,208-9,224. See also 401(k) 
plans; Thrift Savings Plan (TSP) 

Employee Retirement Income Security Act 
(ERISA): fiduciary obligations under, 
23,47-48; regulation of employer- 
sponsored retirement plans, 47-49; 
safe harbor under section 404(c), 48, 
208-9, 224 

Employees. See Workers 
Employers: in Australian retirement- 

pension system, 31-32, 4 3 4 ;  in Brit- 
ish two-tiered system, 44,46; federal 
agencies in Thrift Savings Plan as, 144; 
payment of social security taxes, 141; 
proposed negative election option for 
401(k)s, 221; role in SSA-sponsored or 
private market individual accounts, 
14-26, 30; in US. defined-contribution 
(DC) plans, 47. See also Workers 

Expected present discount value (EPDV): 
of annuity payments, 6, 178-82, 198- 
99, 205; discount rate to calculate, 202, 
204 

Federal Employees’ Retirement System 
(FERS), 182, 189. See also Civil Ser- 
vice Retirement System (CSRS); Thrift 
Savings Plan (TSP); Workers, federal 
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Federal Retirement Thrift Investment 
Board (FRTIB), 20nl6; administration 
of Thrift Savings Plan, 183; annuities 
offered by, 184-85; annuity contracts 
and purchases, 185-91 

tional rate for mandatory individual ac- 
counts, 1 17-28; cross-subsidization, 74; 
market for mutual funds in United 
States, 114-17; offering Q-funds, 
34-37; role in Australian pension sys- 
tem, 44. See also Insurance companies; 
Mutual funds; Mutual funds in United 
States 

Financial institutions: capturing institu- 

FMS. See Treasury Department, US. 
401(k) plans: costs, 3, 53-55, 156, 210-1 I ,  

224-25; growth of participation in, 
133; loan provisions, 54; negative elec- 
tion option, 221; piggybacking of indi- 
vidual retirement accounts on, 134-35, 
151, 220, 224; regulation of, 151, 156; 
in United States, 47; for workers in 
small businesses, 18. See also Thrift 
Savings Plan (TSP) 

Government role: in centrally administered 
individual retirement accounts, 5 ,  163- 
65, 171; educating participants in indi- 
vidual account program, 26; Internal 
Revenue Service (IRS), 16-17; in pri- 
vately organized individual accounts, 
4-6, 149-57, 165-67; in start-up for in- 
dividual accounts, 4. See also Civil Ser- 
vice Retirement System (CSRS); Fed- 
eral Employees’ Retirement System 
(FERS); Social Security Administra- 
tion (SSA), US.; Thrift Savings Plan 
(TSP); Treasury Department, U.S. 

IAs. See Individual accounts for retirement 
IA systems. See Individual accounts for re- 

tirement 
Index funds: absence of securities research 

in, 207-8; CREF Russell 3000, 193; un- 
der individual retirement account so- 
cial security system, 225-26; volume of 
participants in, 207 

Individual accounts for retirement: adminis- 
trative functions, funding, and costs, 
11-20,38,49-68; advantages of, 10; an- 
nuitization of, 14649; arguments 
against, 67, 86; in Australia, 3, 31-32, 
4245,  50-52, 58, 72-73; capturing in- 

stitutional rates for mandatory, 
1 17-28; centrally administered 
government-organized individual ac- 
counts, 5, 13949, 163-65; central re- 
cord keeping, 7; in Chile, 32-33,42, 
49-51, 86-93, 155; constrained-choice 
system, 4-5, 117-20; costs (fees) to con- 
sumers, 85-86; costs for hypothetical 
new, 81-85, 127-28; distributions from, 
26-29; government centrally adminis- 
tered, 14647, 163-64; government or- 
ganized, 5 ,  13749, 162-68; investment 
in qualified private funds under, 23-26; 
in Latin American countries, 38-39; 
mandated annuitization in proposed, 
174-75; mandatory system compared 
to federal Thrift Savings Plan, 125-27; 
marketing costs of mandatory, 119; 
Mexico, 69-70, 155; options for invest- 
ment, 77-78; payment of benefits at re- 
tirement, 70; personal retirement ac- 
count (PRA) program, 12-29; 
piggybacked on 401(k)s, 134-35, 151, 
220,224; piggybacked on payroll-tax 
deduction system, 4, 7, 123-24; pri- 
vately organized, 5, 137-39, 149-57, 
162-68; proposed addition to social se- 
curity, 9-10; scale economies for man- 
datory, 117-28; in Sweden, 33; in 
United Kingdom, 33-34. See also 
Defined-benefit (DB) plans; Defined- 
contribution (DC) plans; 401(k) plans; 
Individual retirement accounts (IRAs); 
Thrift Savings Plan (TSP) 

costs, 3, 156, 211; individually orga- 
nized accounts similar to, 5 ,  166 

Institutional market. See Financial institu- 
tions; Insurance companies; Mutual 
funds 

Insurance companies: adverse selection in 
annuity market, 70-71; annuities and 
annuity payments offered through, 38, 
176-81; annuity premiums, 176; com- 
parison of annuity payments of Thrift 
Savings Plan and, 203; Federal Retire- 
ment Thrift Investment Board con- 
tracts, 185-91; regulation in United 
States, 36-37 

Investment choices: administrative costs of, 
216-17; in Australia, 73; constraints in 
federal Thrift Savings Plan, 125-27, 
183; constraints in mandatory individ- 

Individual retirement accounts (IRAs): 
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Investment choices (cont.) 
ual account systems, 11 7-20; under 
defined-contribution plans, 21 6; of em- 
ployee in government-organized indi- 
vidual accounts, 5-6, 13949; under 
ERISA safe harbor concept, 208-9, 
224; in individual accounts sponsored 
by SSA, 13; lifestyle funds, 208; in 
mandatory individual accounts, 
117-28; predicted limits in individual 
accounts, 132-33; in privately orga- 
nized individual accounts, 5, 151-57; 
in privately sponsored mutual funds 
(Q-funds), 23-26; in SSA-sponsored 
mutual funds, 20-23; in Thrift Savings 
Plan annuities, 182-84; under TIAA- 
CREF, 192; TIAA-CREF annuity- 
payout options, 202-3; in U.S. defined- 
contribution plans, 4849;  who bears 
risk, 219-21 

Investors: costs to mutual fund investors, 
11 1-14; institutional, 114-17 

“Latin American Pension Systems,” 38 
Legislation: for government-organized indi- 

vidual accounts, 5 ,  138, 14647, 
163-64 

Mexico: costs of privately organized individ- 
ual accounts, 155; irrelevance of experi- 
ence in, 168; new individual retirement 
accounts, 69-70 

Mortality rates: basis for Thrift Savings 
Plan annuity payments, 185-86; Cen- 
sus Bureau tables, 204; cohort- 
mortality-rate projections, 178-81; of 
current annuitants, 179-81; of people 
who buy annuities, 6; relation to in- 
come levels, 203; SSA tables, 204; 
TIAA-CREF, 202-3 

Mutual funds: in British two-tiered pension 
system, 33-34; Chilean AFPs adminis- 
tration of, 32-33; costs of record keep- 
ing, 120-25; and fund managers in 
Sweden, 4647.  See also Index funds 

growth and ownership, 93-94; bench- 
mark costs, 167-68; brokerage fees, 
110-1 1; charges, 153-55; competition 
among, 121-23, 168; cost-effective 
products, 55-56; costs and economies 
of scale, 93, 132; costs and expense ra- 
tios in, 94-104; costs of individual and 

Mutual funds in United States: asset 

group accounts, 50; costs of record 
keeping and communications, 120-25; 
economies of scale and scope, 100, 
104; efficient, low-cost system, 168; 
funds limited to institutional investors, 
107-9; index funds, 207-8,225-26; in- 
stitutional market, 114-17; lifestyle 
funds, 208; marketing costs, 105-7; pas- 
sive management costs, 108, 110; price 
competition, 11 1-14; regulation of, 36; 
as retail market, 78, 93-1 14 

Payroll tax system, U.S.: allocation to indi- 
vidual accounts with central adminis- 
tration using, 58-67; conversion in re- 
formed social security system, I;  effect 
of proposed investment-based strategy 
on, 165-66; employers’ function in, 
141; predicted increases in payroll tax, 
2; proposed piggybacking of individual 
accounts on, 4, 7, 123-24; in SSA- 
sponsored or private individual ac- 
counts, 14-16 

Pension systems: Australian old-age system, 
4243;  Australian retirement-income 
system, 31-32; Chilean pension fund 
administrators (AFPs), 32-33, 42, 50, 
79; Chilean pension savings account 
(PSA), 32-33; regulation of in United 
States, 70; supplemental earnings- 
related pension scheme, 33-34, 51-52; 
TIAA-CREF, 191-99; United King- 
dom’s pay-as-you-go, 33-34; United 
Kingdom’s three-tier, 44, 46 

Personal retirement accounts (PRAs). See 
Individual accounts for retirement 

Personal security accounts (PSAs). See Indi- 
vidual accounts for retirement 

Portfolio choice. See Investment choices 
PRAs. See Individual accounts for re- 

PSA Central. See Administration 
Public opinion: support for individual 

accounts in social security, 10 

tirement 

Qualified private funds (Q-funds), 13, 15- 
16,23, 34-37 

R&C. See Administrative costs 
Regulation: under ERISA, 4749; of 401(k) 

plans, 4849,  151, 156, 208-9, 224; of 
government-organized individual re- 
tirement accounts, 3, 5, 138; of individ- 
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ual private accounts in Chile, 155; of 
mutual funds in United States, 114; of 
pension systems in United States, 70; 
of privately organized individual ac- 
counts, 5, 166; of U.S. financial institu- 
tions, 34-37. See also Thrift Savings 
Plan (TSP) 

Retail market: AFP system in Chile uses, 
79; development of individual account 
system in, 79; mutual funds in United 
States, 78, 93-1 14; social security indi- 
vidual accounts in, 4. See also Mutual 
funds 

Retirement plans, employer-sponsored. See 
Defined-benefit (DB) plans; Defined- 
contribution (DC) plans; Employers; 
401(k) plans; Workers 

Risk management: in defined-benefit and 
defined-contribution plans, 38-39; in 
investment-based individual account 
system, 165-66 

Risks: discount rate for expected present 
discount value, 6, 178-82, 198-99, 202, 
204; in individual annuity products, 
178-82. See also Adverse selection 

Saving: with investment-based social secu- 
rity system, 165; potential in reformed 
social security system, 1 

SERPS (supplemental earnings-related pen- 
sion scheme): Australia, 51-52; United 
Kingdom, 33-34 

Social Security Administration (SSA), US.: 
costs of hypothetical individual retire- 
ment account system, 14346; costs to 
administer, 152; costs to modernize, 
7 1-72; current functions, 157-59; distri- 
bution of funds under individual ac- 
count program, 13-20; handling annui- 
tization of individual accounts, 203; 
investment choices in individual ac- 
count program, 13; mortality tables, 
204; new functions with proposed indi- 
vidual accounts, 160; problems of indi- 
vidual accounts under, 163-65; pro- 
posed transfer of payroll tax revenues 
to individual accounts, 166-67; Social 
Security Advisory Council proposal, 
174; structuring individual accounts in, 
13-20 

Social security individual accounts. See In- 
dividual accounts for retirement 

Social security system, U.S.: administrative 

costs of present, 2; cost of needed mod- 
ernization, 71-72; costs annually, 139; 
covered workers (1996), 11-12; effect 
of original, 9; efficiencies and ineffi- 
ciencies of current, 67-68; life annuit- 
ies to retirees, 174; with partial pri- 
vatization, 1-2; projected surplus 
exhaustion and deficit, 9; proposed em- 
ployee personal retirement accounts, 
9-10; proposed piggybacking of indi- 
vidual accounts on, 4, 7, 123-24; ques- 
tion of government guarantee with re- 
form of, 223-24; reform proposals, 
210; retail market costs of individual 
accounts in, 4, 78, 93-1 14; risks to par- 
ticipants in reform proposals, 7-8. See 
also Payroll tax system, U.S. 

Social security systems: advantages of indi- 
vidual accounts in, 1-2; costs of 
Chile’s public, 50; critics of individual 
accounts, 2; government-organized in- 
dividual accounts, 5, 13749, 157-59, 
162-68; prefunding of old-age security 
systems, 77; privately organized indi- 
vidual accounts, 5, 137-39, 149-57, 
160, 162-68; proposed addition of 
personal retirement accounts, 9-10; 
Sweden, 33. See also Social security 
system, U.S. 

Social Security Trust Fund, U.S.: adminis- 
tration of payroll revenues, 14142; in- 
vestment of funds in capital markets, 
10n3, 170; personal retirement account 
returns compared to, 10 

SPIFs (simple personal investment funds), 
13-16, 19-26 

SSA. See Social Security Administration 
(SSA), U.S. 

Sweden: constrained choice in new individ- 
ual account system, 1 19-20; individual 
retirement accounts, 53; Mutual 
Funds Act, 47; personal retirement ac- 
counts, 33; Premium Pension Author- 
ity, 4647;  reforms in retirement sys- 
tem, 46; social security system, 33 

Teachers Insurance and Annuity Associa- 
tion (T1AA)-College Retirement Equi- 
ties Fund (CREF): annuity payment 
options, 194-98; pension system, 
191-92 

Thrift Savings Plan (TSP): administration 
by Federal Retirement Thrift Invest- 
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Thrift Savings Plan (TSP) (cont.) 
ment Board, 183; annuity availability, 

167; employees’ constrained choice, 
1 19; for federal employees, 20-21, 137; 
investment-management fees, 140; 
loan activity, 170; participation rates, 
183-84; request for proposal (RFP) in 
bidding for annuities, 185-88 

TIM-CREE See Teachers Insurance and 
Annuity Association (TIM)-College 
Retirement Equities Fund (CREF) 

Treasury Department, U.S.: current social 
security functions, 157-59; Financial 
Management Service (FMS), 17-18; In- 
ternal Revenue Service, 16-17; new 
functions under proposed individual 
accounts, 160; separate trust fund for 
individual accounts, 14142 

Trust funds: in centrally administered 
government-organized individual ac- 
counts, 5, 163; for tax revenues allo- 
cated for government-organized indi- 
vidual accounts, 5, 141-42 

6, 182-91; Costs Of, 125-27, 14445, 

United Kingdom: inflation-indexed annuit- 
ies, 70; irrelevance of experience in, 
168; personal retirement accounts in, 

33-34; two-tier public retirement sys- 
tem, 44, 51-52 

Workers: in Australian retirement-income 
system, 31-32; in British two-tiered 
pension system, 33-34, 44, 46; in Chil- 
ean pension savings account system, 
32-33; constrained choice in federal 
Thrift Savings Plan, 125-27; con- 
strained choice in individual account 
system, 4-5, 117-20; control over in- 
vestment of retirement assets, 55, 
57-67; covered by U.S. social security, 
11-12; investment choices in SSA- 
sponsored or private mutual funds, 13, 
20-26; participation in government- 
organized individual accounts, 5, 
14243; proposed personal retirement 
accounts for, 9-10; selecting individual 
fund managers, 166-67; in Sweden’s 
defined-contribution system, 33; in 
Swedish revised retirement system, 
4 6 4 7  

Workers, federal: annuity under Civil Ser- 
vice Retirement System, 182; contribu- 
tions to Thrift Savings Plan, 182-83; 
retirement-income package, 182. See 
also Thrift Savings Plan (TSP) 




