
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

A Technology Primer on How to Dominate the DC Plan Market 
  



  

2 EXECUTIVE PAPER / Win Over Privatized Pensions 

 
 

As retirement systems around the world move toward privatized pensions, 
defined contribution (DC) plans will soon dominate. Insurance carriers are 
in a unique position to capitalize on the emerging compulsory pensions 
market. To succeed, they must learn from historical failures under the same 
model—where high fees, inefficiencies, and lack of transparency ultimately 
harmed members. Digital transformation is fundamental to doing things 
right. Learn how Oracle’s policy administration solution provides the speed 
and flexibility carriers need to serve members, financial advisors, and 
regulators. 

COMPULSORY PRIVATIZED PENSIONS: A PRIME OPPORTUNITY FOR INSURANCE 
CARRIERS 

Aging populations all over the world are growing rapidly, outpacing the younger generations in the 
workforce. Payroll deductions from current workers will not be enough to support the exploding 
numbers of senior citizens. As more governments in EMEA and LATAM struggle to support their 
retirees, the pay-as-you-go (PAYG) retirement systems will soon become extinct.  

More governments are privatizing their retirement systems, aiming to boost individual savings 
accounts by requiring workers to contribute out of pretax income. Using tax incentives and legislation, 
lawmakers in various regions are moving toward DC retirement systems.  

For insurance carriers, the shift toward privatized pensions presents a tremendous opportunity. Fund 
managers and banks are allowed to set up and administer pension plans, but only authorized 
insurance carriers can manage fund withdrawals as annuities. Insurers are in a prime position to grow 
business in the essential retirement benefits market. 

HEAVY DUTY RESPONSIBILITIES OF PENSIONS ADMINISTRATION  

Pensions are complex financial arrangements designed to support its members when they retire or 
earlier if they fall ill. Administrators face grave consequences if they fail to meet onerous laws and 
regulations on service levels, costs, information security, and much more. Those that fail to follow best 
practices risk steep financial penalties and damage to their reputation. Regulators can also prohibit 
those carriers from administering pension schemes altogether. 

As governments around the world design new models of privatized pension systems, insurers must be 
able to adapt quickly to various arrangements. Lawmakers have enacted many variations on privatized 
pension systems, including compulsory, semi-compulsory, and voluntary. Some governments also 
offer voluntary supplemental benefit options.  

Because members have more control over how they manage their retirement funds, pensions 
administrators have a greater responsibility to educate their investors. After all, their members rely on 
those pensions not only to survive in old age, but to maintain their quality of life.  

 

 

 

 

 

 

 

 

Aging Around the World    

• From 2025 to 2050, seniors will 
nearly double to 1.6 billion 
globally.  

• In some countries in Asia and 
Latin America, the 80-and-older 
populations will quadruple by 
2050.  

Did You Know? 

As of 1940, only 33 countries 
in the world had public pension 
programs to support the welfare 
of the older population. 
 
Among the 177 countries that 
mandate a public pension [as of 
2015], more than 80 percent have 
an earnings-related program.2  

 

Complex Characteristics of 
Defined Contribution Plans 

• Is the plan compulsory or 
voluntary? 

• What is the employer’s role? 

• What is the employee’s role? 

• How are the benefits defined? 

• Who is bearing the risk? 

• Who is paying for the 
administrative costs? 

• How much are the 
administrative costs? 

• How will the employees 
understand their costs, benefits, 
and risks? 

 

                                                        
2 US Census, “An Aging World,” 2016, https://bit.ly/1rhf7Xq 
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CHILE: A CAUTIONARY TALE IN RETIREMENT SYSTEMS 

Pensions regulators and financial watchdogs have become especially vigilant given the problems that 
have developed in Chile, which adopted a privatized pensions system in 1981. Chilean workers 
contribute 10 percent of their salaries, but poor administration and high charges have contributed to 
extremely low pension benefits. Investment returns have averaged more than 8 percent since the 
1980s. After commissions, net returns fall closer to 3 percent.1 

To avoid the problems in Chile and survive intense regulatory scrutiny, carriers must be able to deliver 
services with utmost integrity, transparency, and efficiency.  

THE EXPANDED ROLE OF THE MODERN PENSIONS ADMINISTRATOR 

Jumping into the pensions market requires much more than administering the day-to-day duties. 
Modern day pensions administrators will have to embrace an expanded role under intense regulatory 
scrutiny. 

In addition to managing administration itself, carriers must: 

• conduct business in accordance with laws and regulations and demonstrate that compliance 

• regularly report on scheme issues, service levels, and finances 

• assure trustees they’re following best practices 

• maintain high service levels defined by the employer and the administrator  

• monitor servicing costs and stay within agreed-upon limits 

• keep records and report performance  

• ensure data protection and information security 

To carry out the high demands and complexities of the pensions administration business, carriers 
must equip their organizations with modern technology. The most successful pensions administrators 
will ensure technology and processes are up to date and follow best practices.  

LEGACY SYSTEMS POSE SERIOUS RISK 

Insurers can’t afford to rely on aging technology infrastructure to administer pensions. Carriers don’t 
have the option to spend multiple months modifying their legacy systems to enroll a new group, 
comply with a new provision in the law, or design a workaround to accommodate a member’s 
changing circumstances. 

Not only do legacy systems pose severe limitations with long turnaround times and membership 
volumes, they also introduce serious risk. Legacy systems are extremely difficult to configure, which 
severely cripples the entire operation in many ways including: 

• Setting up contributions invested in funds to correspond to employee’s age, medical condition, and 
attitude toward risk 

• Monitoring service charges, especially small percentages of investments or contributions 
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• Auditing and retracing transaction history 

When Chile replaced their PAYG system with a DC system in the early 1980s, their technology 
infrastructure was severely limited. Regulations were less stringent and administrators were able to 
pass high operating costs to their clients directly. Ultimately, the system yielded poor investment 
returns and high service fees significantly diminished those returns. Administrators failed to 
communicate with employees and make sure they were meeting their members’ expectations. People 
became frustrated with the quality of service and lack of protection.  

Of course, antiquated technology was only one of the many circumstances that contributed to Chile’s 
disastrous outcome. Today, pensions administrators can take advantage of modern technology to 
prevent many of the mistakes in Chile.  

RAISING THE BAR IN PENSIONS ADMINISTRATION SYSTEMS 

There’s no one-size-fits-all financial arrangement in pensions. Pensions have basic characteristics, but 
different employers have different requirements. That’s why pensions administrators need flexibility to 
handle all kinds of demands involving product development, audits, reporting, and much more. 
Carriers need to offer a wide range of benefits to cover the basic compulsory requirements plus 
employer’s voluntary benefits and individual member choices. 

The ideal policy administration system for pension administrators starts with a point of engagement for 
financial advisors and employees. From the back end, the ideal system backs up the services 
processes through automation, rules configuration, straight-through processing, and many other 
advanced capabilities. 

ULTIMATE FLEXIBILITY AND MAXIMUM SPEED FOR PENSIONS ADMINISTRATORS 

Oracle Insurance Policy Administration (OIPA) helps insurance carriers succeed in the emerging 
pensions market. OIPA supports sales, new business, and policy processing across multiple lines of 
business for individual and group. With Oracle’s solution, pension administrators can easily customize 
the experience they want for their organization and their customers throughout the pension lifecycle.  

Overview of Oracle Insurance Policy Administration 
• Flexible rules configuration. Configure products with easy rules configuration. OIPA allows users 

to focus on the business, not IT.  

• Automation. Automate many high-volume, low-margin processing areas, including enrollment, 
contribution collection and reconciliation, member movements, retirements, claims, and more. 

• Auditability, traceability. Access a detailed audit trail of every transaction. OIPA stores all 
transactions—including reversals—and provides full traceability of that data.  

• Incremental implementation. Avoid the risks of rip and replace while taking a practical, budget-
conscious approach to digital transformation. OIPA is componentized, which allows carriers to 
modernize their systems in phases. 

 

 

 

 

 

 

 

 

 

 

Every pensions administration 
system must be able to 
effectively carry out: 

• Enrollment 

• Regular contributions 

• Member movements  

• Portability  

• Transparency 

• Disclosure of information 

• Scheme audits 

• Regulation and change 

• Effective execution of 
administrative duties 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                        
1 Financial Times, Chile pension reform comes under world spotlight, 12 Sept 2016, https://on.ft.com/2cuxN25 
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Top Pensions Capabilities of Oracle Insurance Policy Administration 

FEATURE DESCRIPTION 

Pension Scheme 
Structures 

Each pension arrangement is like to a business that provides certain benefits to its 
members in return for different tax concessions on contributions and emerging 
benefits. Use OIPA’s flexible rules configuration to support your complex 
“multibusiness” structures and manage the agreements that go with them. 

Product/Plan Model product plan designs based on any rules you need to enforce, including 
regulatory mandates, underwriting rules, and validation rules. 

Complex Calculations Use OIPA’s powerful calculation engine to support many financial requirements—
including how charges are calculated and deducted, how current benefits and 
projected benefits are calculated. You can also use those calculation services for 
other systems in the IT infrastructure. 

Scheme Audits Access membership history, contribution history, claims member movements—
anything that regulators need to determine service levels. Because OIPA is an 
event-driven solution, it stores granular details on all transactions. You can also 
access the data required to populate individual statutory benefit statements. 

Communication with 
Financial Advisors, 
Members, and More 

Communicate clearly and consistently with financial advisors, members, and other 
parties in the value chain—government bodies, medical centers, pension scheme 
registration sites, and many others. Whether you choose a member or advisor 
portal, a web service or other form of documentation, you can set up 
communication channels with minimal configuration.  

Continual Service 
Improvements 

Monitor business performance, identify bottlenecks, and discover what areas need 
improvement. Make data-driven decisions to continually improve your operations.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

CONNECT WITH US 

Call +1.800.ORACLE1 or visit oracle.com/insurance.  
Outside North America, find your local office at oracle.com/contact.  

 blogs.oracle.com/oracle/insurance  facebook.com/oracleFS  twitter.com/oracleFS 
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