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This paper explores the extent to which retirees can and do insure themselves against

longevity risk in private pension plans. We first review the theoretical and empirical

results on the value of annuities, and discuss reasons why households may choose not to

further insure themselves against longevity risk. We then analyze current trends in the

private pension market, and find that the shift from defined benefit plans to defined

contribution plans is likely to reduce annuitization rates among future retirees. This is

driven primarily by the fact that the majority of DC plans, such as 401(k) plans, do not

even offer participants a life annuity option at retirement. Thus, individuals who wish to

annuitize generally must do so in the individual market where payouts are lower due to a

healthier mortality pool. Hence, we can forecast that in the coming decades, absent

institutional and regulatory changes, overall annuitization rates may fall and households

may be increasingly exposed to the risk of outliving their financial resources, while the

currently small private individual annuity market may witness significant growth. Finally,

we discuss several policy options designed to increase annuitization of retirement

resources
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In addition to working papers, the NBER disseminates affiliates’ latest

findings through a range of free periodicals — the NBER Reporter, the

NBER Digest, the Bulletin on Retirement and Disability, the Bulletin on

Health, and the Bulletin on Entrepreneurship — as well as online

conference reports, video lectures, and interviews.
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Overview: Linear panel event studies are increasingly used to estimate and plot causal
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2023, SI Economics of Social Security, Panel Discussion, "Long-Term Dynamics of the
Employment-to-Population Ratio"

https://www.nber.org/lecture/2023-methods-lectures-jesse-shapiro-and-liyang-sophie-sun-linear-panel-event-studies
https://www.nber.org/lecture/2023-si-economics-social-security-panel-discussion-long-term-dynamics-employment-population-ratio


National Bureau of Economic Research

Contact Us 

1050 Massachusetts Avenue 

Cambridge, MA 02138 

617-868-3900 

info@nber.org 

webaccessibility@nber.org

Accessibility Policy

Diversity Policy

Privacy Policy

Standards of Conduct

FOLLOW

© 2024 NATIONAL BUREAU OF ECONOMIC RESEARCH. ALL RIGHTS RESERVED.

LECTURE

Supported by the Alfred P. Sloan Foundation, the National Science Foundation, and the

Lynde and Harry Bradley...

H O M E PAG E

https://www.nber.org/contact-nber
tel:+16178683900
mailto:info@nber.org
mailto:webaccessibility@nber.org
https://www.nber.org/about-nber/website-accessibility-policy
https://www.nber.org/about-nber/nber-diversity-policy-statement
https://www.nber.org/about-nber/nber-website-privacy-policy
https://www.nber.org/about-nber/standards-conduct
https://twitter.com/nberpubs
https://www.linkedin.com/company/national-bureau-of-economic-research
https://www.facebook.com/pages/National-Bureau-of-Economic-Research/115165771829285
https://www.youtube.com/nbervideos
https://www.nber.org/

