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Abstract

In contemporary Iran, the phenomenon of population aging—driven by declining
birth rates and rising life expectancy—has severely disrupted the financial balance
between contributions and expenditures in pension funds. The extension of life
expectancy without a corresponding increase in the statutory retirement age reduces
the duration of contribution and prolongs the period of benefit receipt, thereby
imposing a substantial financial burden on pension systems. International
experience underscores the necessity of raising the retirement age in line with life
expectancy to ensure a balanced distribution of extended lifespan between working
and retirement periods. In this context, and in light of Article 29 of the Seventh
Development Plan Law—which mandates an increase in the statutory retirement
age—this study assesses the financial sustainability implications of the reform on
the Social Security Organization, the largest pension fund in Iran. Using the World
Bank’s PROST simulation tool, the study projects the fund’s financial outlook over
the period 2020 to 2095. The results reveal that, under current conditions, the
fund's financial deficit will grow from 0.5% of GDP in 2020 to 53.6% in 2095.
Moreover, the reform introduced by Article 29 produces only marginal
improvements in this trend. Therefore, in addition to maintaining parametric
reforms such as gradual retirement age increases indexed to life expectancy, the
study highlights the urgent need for structural reforms that uphold the principle of
pension adequacy.
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1. Pension Reform Options Simulation Toolkit
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1. Defined Benefit pension system
2. Defined Contribution Pension system
3. Notional or Non-financial Defined Contribution
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1. Statutory Retirement Age
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1. Automatic adjustment mechanisms (AAMs)
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