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We analyze the effect on workers’ 
incentives to save for retirement of a reform 

that introduces solidarity into the system
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We test three hypothesis informed by a 
life-cycle model:

• Workers with historically low incomes have little
incentives to save for retirement after the reform;

• Disincentives can be concentrated on the mid-age and
old workers;

• Low-income female workers have more incentives to
evade mandatory pension savings;



Data

• Administrative dataset provided by the
Superintendence of Pensions:

• A panel dataset where we can follow a random sample of
workers for their entire working life;



Methodology

• Difference-in-Differences:

First and second tercile
of mean income and
fraction of months
contributing 
Pre-2007

Post June 2008

Time fixed effects
Workers’ fixed effects
Age and age-squared

Contribution
dummy

pre-2007 pre-June 2008 post-June 2008



Results

Probability of contributing to personal pension account
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Pre-trends analyais



Conclusions

• We find evidence of a disincentive effect of the minimum
pension reform in Chile:

• Crowing-out of mandatory pension contributions are observed at
across age groups;

• There is some mixed evidence of a stronger negative effect on
female workers;

• The effect can be understated by a positive pre-trend on the
participation in the pension system of the low income / low
contribution group,

• Our results are consistent with a life-cycle model with
exponential discounting where workers transition between
formal and informal labor markets;


