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Abstract:

Reform of retirement age provisions in public pplschemes for the older population has moved
to the centre of welfare state reform debate argtypduring the past decades. Since the late
1980s European pension policy can be said to laestate of permanent reform, questioning and
affecting almost all dimensions of the systems teate been inherited from the past. During the
most recent decade with increased European econotegration, the European Union level has
also become an important actor in pension polistipulating targets such as the increasing of the
participation rate for citizens between the ageS5and 64 to 50 per cent. Developments in the
United States differ fundamentally from Europeanjetrtories in that the last major change to the
public pension system was implemented in 1983 urider Ronald Reagan presidency. An
absence of recent reforms has not meant an absémpmdicy initiatives and debate: Successive
presidents (Clinton, Bush, Obama) have initiatédrne debates yet nothing has came out of these
initiatives and the 1983 reform remains a key bematk in US public pension policy. Part of the
Reagan reform scheduled an increase in the noetiEBment age from 65 to 67 to be phased-in
gradually between 2000 and 2027. Quite remarkabllight of European developments, this
schedule has remained unaltered more than 20 gaaaad the raise in retirement age provisions
is currently in the process of being implementedtilithe mid 2000s, European policy makers
have given priority to reforming and abolishing ieas early retirement options but judged by
current policy processes, pensionable age refosmbe entered a new stage whereby it is to be
anticipated that in the near future all major EWrmoies will have followed the U.S. example and
have enacted legislation stipulating a normal perehle age of 67 (or older).

Taking a long 60 year look at trends in pensionaigle policy this chapter places current policy
initiatives in a broader context and considers hbe different policies in the U.S. and EU15
countries have impacted on labour supply and ppation of older people and how recent
policies currently being phased-in are projectedrpact during the next 50 years. In the 1950s
labour market participation of older people wasttgreimilar on both continents but since the
1970s a substantial gap developed, with EU15 ash@esvand most member countries lying
substantially below U.S. rates. Trends have bemiasi but troughs and peaks have been much
more pronounced in Europe than the U.S. We argaiethle substantial gap between the rates on
the two continents developing until the mid 199@s ¢argely be explained by differences in
retirement age policy and that the much strongereese in participation in EU15 vis-a-vis the
U.S. during the past 15 years is one of the fraftshe new policies that have been adopted.
Indeed, projections of the impact of retirement egferm discussed in the chapter indicates that
in future we can expect EU15 countries to have drigiarticipation rates for older people than the
United States, thereby turning the pattern of @& forty years on its head.
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1: Introduction

Ever since the crisis of the welfare state was anoed at the beginning of the 1980s (OECD
1981) governments in the United States and Eurage heen aiming to scale back the size of
their public pension systemsWhile the first part of the 1970s was a perioderpanding
generosity and access, by the end of the decadgamogrowth gave way to increasing
concerns about financial implications and what ¢hagght mean for the overall growth
performance of the economy. In spite of being aetioh much debate, many reports and
numerous commissions, in Europe in the early 12®80sal changes remained modest — both
with respect to pension and with respect to eatiyement policy, which had been introduced
during the slowdown in the 1970s with a view tougdg labour supply and unemployment,
incl. youth unemployment (Mirkin 1987)In fact, in defiance of overall international tcsn

in policy philosophy, France under the Mitterrardgddency introduced in 1982 a reduction
in pensionable age (Conceicao-Heldt 2007). On ad®so European front and following an
own policy dynamic in the face of slack labour nedsk in several countries pre-retirement
options located within unemployment compensatiostesys were refined and further
expanded. However, since the late 1980s Europeasiqrepolicy can be said to be in a state
of permanent reform, questioning and affecting ainadl dimensions of the systems that have
been inherited from the past (Whitehouse et al 20D8ring the most recent decade with
increased European economic integration, the Earopgnion level has also become an
important actor in pension politics.

Developments in the United States differ fundamgnteom European trajectories in that the
last major change to the public pension system imgéemented in 1983 under the Ronald
Reagan presidencyartin and Weaver 2005)he public pension earnings test, stipulating
how much a pensioner is allowed to earn from woitkout facing benefit deductions, have
been modified on several occasions and was abdlialiegether in April 2000 for people
reaching normal retirement age (Burtless and Q@idd2, Burtless 2004), but change has
been the exception rather than the rule. An ealiyement option was introduced into the
pension scheme in the post-war years but has neh Bebjected to the same political
controversies as in Europe, and has not been @lsenee its insertion. An absence of recent
reforms has not meant an absence of policy inigatiand debate: Both under President
Clinton during the 1990s and President Bush dutiegearly 2000s government commissions
and councils have deliberated reform options albmgs that have been quite similar to
European debates and trends, yet nothing camefdbese initiatives and the 1983 reform
remains a key benchmark in US public pension poldgre recently public pension reform
was part of the agenda of President Obama’s “Nati@emmission on Fiscal Responsibility
and Reform” but also in this case no legislatioresgad from the work of that body.

From one point of view, the 1983 U.S. reform mawlsved as a minor adjustment similar
to the ongoing ad hoc adaptations of contributiod &enefit rates that were frequently
implemented in Europe at the time, in that the irdiae concern was to close a short-term
financial shortfall caused by the early-1980s ecoieaecession. The measures which on that
account were adopted largely followed up on similaanges to the pension scheme that had
been implemented in 1977 under the Carter admatiistr. From a different perspective, the
reform might be viewed as a watershed in that, dasea projection horizon of 75 years, it

! In the United States, the public pension systeusiglly referred to as “social security”. In thtsapter the
conventional international terminology is used.

2 Recall Lawrence and Schultze — Barriers to Europe@mnowth from 1987 — where Gary has a chapter — the
volume said nothing about a looming European pensicrisis. This note might be omitted in the final
version.
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set the long-run financial status of the pensioheste as a key policy target and it
rejuvenated the idea of reserve funding that hashbdead since the 194Q8lartin and
Weaver op cit)Rates of contribution and pension benefit obligegiand entitlements were
set in light of their long-term fiscal implicatioras indicated by the projections provided by
the actuaries of the social security agencycdntrast to the 75 year projection horizon, the
1981 Castellino commissidnwhich was one of the first to present pensioneexiture
projections in ltaly, operated with a twenty yearibhon (Ferrera and Jessoula 2007 p 422)
and the same horizon was also the basis for th® 1&&rm in Germany, even though, as
Winfried Schmahl noted, “anybody dealing with thigpic knows that most of the
demographic changes will take place after year 2(8€hmahl 1993 p 46).

As a result of the U.S. 1983 reform, rates of dbaotion were raised above the level required
to fund immediate pay-go outlays with a view of ldung up a reserve funduring the
medium-term favourable demographic trends. Thervesé&und should then help finance
outlays when the projected future demographic semduld turn more adverse, allowing for
stable contribution and benefit rates also in tmglterm. To restrict projected future costs, an
increase in the normal pension eligibility age fr@h to 67, scheduled to be phased-in
gradually between 2000 and 2027, became part akfbem. This part of the reform emerged
following a heated and divided debate in Congnedth, the considered alternatives being cuts
in benefits for the year 2000 and a tax hike to m@mce in 2015 as well as a more moderate
increase to 66 in the retirement agelfieber and Shoven 1999 p 199)ite remarkably in
light of the European ad hoc-ism at the time, ttieedule enshrined in the 1983 legislation
has remained unaltered and the raise in retiremgatis currently in the process of being
implemented.

A considerable amount of debate has been heldeogubstion whether the European reforms
have been “path breaking”. The answer to this questepends of course on judgement and
therefore on personal views and conventions. Ine&mnt, putting aside the details Europe
and EU15 continue to embrace essentially two diffepublic pension traditions, the origins
of which can be traced back to reforms from the [E850s. On the one hand, the majority of
member countries comprising 78 per cent of the [adjmn making up EU15 and more than
90 per cent of the population of the Euro-count(eaintries that have adopted the Euro as a
common currency) have an earnings-related pensigstera with earnings-related
contributions and benefits. On the other hand, Derknthe United Kingdom, Ireland, and the
Netherlands have a system providing a public mimmpension. Denmark and the UK have
during the course of the post-war history introdl@arnings-related elements but these
remain comparatively modest. Most earnings-relatedntries also provide some kind of
minimum, either through provisions in pension lé&gisn or through their general social
assistance schemes. Private provision in the Natids is in a category of its own in that
there is an extensive system of mandatory occupaltipensions negotiated by the social
partners while in other countries private provisiemains voluntary in nature.

Even though much has been reformed during thedesstides, and several countries that in
the past had monolithic earnings-related system& lmow moved towards more mixed

public/private systems, these two public traditicositinue to prevail (see e.g. Disney 2004
among others). The U.S. public pension system aamdsitioned within the European

earnings-related mainstream but with the major reshtthat the U.S. benefit schedule is
highly progressive, providing inversely-earningdated benefits and therefore higher
replacement rates for low than for high earnerssrAge EU15 fiscal expenditure on public

3 Named after its chairman the late Professor OndZasstellino.
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pensions stands at 8,8 per cent of GDP in contoaite U.S. 6,0 per cent. However, levels
vary considerably within the EU with the countripgoviding minimum pensions having
outlays similar to or somewhat lower than the Ua8d the earnings-related countries having
substantially higher expenditure levels — Francern@any, ltaly, Greece, Portugal, and
Austria have expenditure levels that are up to@vas high as the U.S. (OECD 2011 table
page 155).

These figures include the costs of early retirenogrions within public pension systems, but
they do not include expenditures on the highly worersial pre-retirement and early
retirement options that in most European countt@dinue to operate as special provisions in
unemployment compensation and disability systenmeci@l provisions favouring older
workers do not always entail a separate expenddategory, and there is also the danger of
double counting when the same expenditures aradedlin two programme categories. With
this reservation in mind, Eurostat’s social expamdi database delivers the most
comprehensive estimates, indicating that currdatht5 spends about 0,7 per cent of GDP on
early retirement. About half of this outlay goes to pre-retirememtions located within
unemployment compensation and disability systems, ia therefore not included in the
indicated public pension expenditure figure. Thatéth States does not provide estimates of
outlays on the early retirement component witrsrpiiblic pension scheme.

Europe has now entered yet a new phase of refodhthentime is approaching when the U.S.
will need to move beyond debate and deliberatiormmissions and to engage in concrete
reform initiatives. Following the logic of the sgat, U.S. policy makers are required to act
before the trust fund becomes “insolvent” (outlayl wxceed revenue and fund assets are
exhausted) which under the most recent projectigdh aecur in 2037 when a modest
financing shortfall will emerge that needs to balteith (Munnell 2010). Having achieved
much during the past two decades in terms of fdeding the pension systems, in Europe
attention has now turned to reforming the normahspmn eligibility age, while early
retirement and the resulting low effective retiretage continues to be a core concern.
Independent of the nature of their pension systesitgse 2007 several EU15 countries,
notably Germany, the UK, Denmark, and most recahiyNetherlands, Spain, France, Italy,
and Belgium have been introducing an increaseamtrmal, statutory pension eligibility age
along the lines introduced in the U.S. in 1983 unBeagan. In the case of the United
Kingdom, an age target of 68 has been set.

Europeans have been facing much the same debatkschmices between postponing
retirement, increasing contributions, or reduciegédfits that troubled the American Congress
in 1983. With past reforms having reduced beneédihegosity quite considerably and the
ageing of the populations progressing, retiremegd eeform has become a focal point.
Compared with the 1980s, debates and policy makiagn the meantime better informed, in
that since the early 2000s the European Commissioa regular basis has been publishing
long-term projections with a 60 year horizon. Pctns are of course never going to be
accurate and especially assumptions about futeredsrin life expectancy and hence time
spent in retirement have often turned out to benewusly low (OECD 2011 chapter 5), but
the shift in time horizon has turned the focus a¥vagn the short term.

Fiscal concerns remain an issue. The most recdlicppensions expenditure projections —
not taking account of the latest reform wave - ¢atk an increase by 2060 of a little more
than two percentage points in EU15 countries (ekoly Luxembourg and Greece) while

* The figure is derived as the sum of these progrategories: “anticipated old age pension”, “eadirement
in case of reduced ability to work”, and “earlyiretnent for labour market reasons”.
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U.S. projections anticipate an increase by less th& percentage points (OECD 2011 table
page 159). Note should be taken that outlays omupatmnal pensions for public sector
employees are included in most EU member statege@ions and these are expected to
increase as a result of the ageing of public semtgployees. European trends are therefore
likely to be somewhat overstated vis-a-vis U.Sndee On the other hand, likely future
expenditures on early retirement are only includedhe projections insofar that these are
located within public pension systems. It remainsvéver clear that in spite of the many
reforms, pension expenditure growth in Europe wailfpace growth in the United States, with
the strongest growth being logged in those cowntitiat already have comparatively high
levels of expenditure.

European concerns do not only relate to fiscalasnability and acceptability but also to the
overall trends in labour supply which is exaggetdig current demographic trends. U.S. and
European post-war population history has differeddamentally and these differences
continue to shape current and future ageing presessince 1950 the U.S. population has
more than doubled while population growth in EUXunmtries has been about one-third.
Between 1975 and 2009 the U.S. population grewhoya4?2 per cent and EU15 by a mere
13 per cent (OECD.StatExtracts). The old-age tokimgrage dependency ratio — which
measures how many people there are of pension &gel(s) relative to the number of
working age — has since the 1960s been consisteigther in EU15 than in the U.S., even
though some countries have had a lower ratio ducegain periods. Official population
projections indicate that this pattern will be sirs¢d in the foreseeable future. Most telling
regarding the contrasts across the Atlantic inrag@rocesses is that from the mid 2000s to
2050, the U.S. and the EU15 elderly populationsdp8 over) are projected to increase by
133 per cent and 75 per cent respectively whileptitae age working population (age group
25-54) is projected to increase in the U.S. by @Jgent but to decline by about 12 per cent in
EU15 (calculated from Toossi 2006 table 2 and E@92@ble A25). In other words, ageing in
Europe and the comparatively high old-age dependeatios is as much a matter of a
declining work force as it is a matter of an insieg elderly population. High fertility France
is projected to have a similar size working ageuytagon in future as it currently has but low
fertility countries such as Germany and Italy amgjgrted to see a decline of between twenty
and thirty per cent.

Comparatively low labour force participation andpoyment rates for the older age groups
reinforce the labour supply implications of thentte toward a decline in working age
populations, a situation that has to a large extersh self-inflicted due to past retirement age
policies. We see a reversal of past policy objestiof encouraging premature retirement,
both at national and at the European Union pokesl. In 2001 the European Council agreed
specific policy targets for older workers, aimimgihcrease the employment rate of workers
aged 55 to 64 to 50 per cent and to delay thetrfeotin the labour market. More recently the
Europe 2020 strategy replaced group specific targeth a broader employment target,
aiming for an employment rate for the populatioed@0-64 of 75 per cent by 2020 but the
50 per cent target for older workers continuesd@lpenchmark in policy debates (European
Commission 2010 pp 66). These targets have beaeglam the context of a strategy of
Active Aging by which is meant action on four frencombined with pension reforms:
removing disincentives for workers to work longdiscouraging early retirement, stimulating
lifelong learning to avoid skills obsolescence, aimgproving working conditions and
maintaining the overall health status of the mapopulation (European Commission 2007
pp 58). What is more, the recent European Commms&iceen PaperTowards adequate,
sustainable and safe European pension systemsehdise increase in retirement age on the
agenda. Noting th&turrently, typically about one third of adult life spent in retirement and
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this share will increase substantially with futugains in life expectancy” (European
Commission 2010 p 9) the Commission has made stiggedor reform that has widely been
interpreted across Europe to imply an increasenenrtormal pension eligibility age to 70
years of age (Ehrlich and Honighaus 2010, Jeor@R0dterestingly and perhaps inspired by
European debates, arguments have also been vaitieel United States favouring an increase
in the normal, statutory pension age beyond th&R@agan” level.

Taking a long 60 year look at trends in pensionaie policy, the succeeding chapter
sections place current policy initiatives in a leacontext. We consider how the different
policies in the U.S. and EU15 countries since 18&0e impacted on labour supply and
participation of older people and how recent pekccurrently being phased-in are projected
to impact during the next 50 years. In the 1950®Ua market participation of older people
was pretty similar on both continents but since 1B&0s a substantial gap developed, with
EU15 as a whole and most member countries lyingtantially below U.S. rates. Trends
have been similar but they have been much moreoprared in Europe than in the U.S.
Taking the EU target of a 50 per cent employmet# & a benchmark, the U.S. male
employment rate for the age group 50-64 has nexem below 63 per cent while in the 1990s
in all large EU15 countries with the exception lo¢ 1JK the same rates dropped well below
50 per cent. The average EU15 rate was a littleeald@ per cent but has since increased by
nine percentage points while the U.S. rate has imaieased by a little more than one and a
half percentage point (Eurostat employment data).

Drawing on and extending recent comparisons of ipansystems and reforms by
Whitehouse and collaborators and the investigatainthe link between retirement income
systems and labour market participation conductdtie late 1990s by Blondal and Scarpetta
(1999) and Gruber and Wise (1999we argue that the substantial gap between the
participation rates on the two continents develgpumtil the mid 1990s can largely be
explained by differences in retirement age policy dhat the much stronger increase in
participation in EU15 vis-a-vis the U.S. during test 15 years is one of the fruits of the new
policies that have been adopted. Indeed, projextairthe impact of retirement age reform
discussed in the chapter indicates that in futugecan expect EU15 countries to have higher
participation rates for older people than the WhiBtates, thereby turning the pattern of the
past forty years on its head. In truth, in many dpean countries female labour force
participation began to increase much later thathénUnited States, but we find that pension
policies not only impact on male participation bat/e also a substantial impact on cohorts of
economically active women reaching 55 years ofaagkbeyond.

® Gruber and Wise (1999) was the first publicatibarmongoing project at the US National Bureau céibmic
Research. An overview of the Gruber and Wise ptajich is still running can be found on the websif the
NBER and a recent overview of the findings is pded by Wise 2006.
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Section 2: Reform and trends in normal and early pesion eligibility ages

In 1960 when many of the features of modern pengrorision had been introduced during
the great reform wave of the late 1950s, life exquexy at birth for citizens on both sides of
the Atlantic was a little longer than 73 years Wewomen and a little longer than 67 for men.
By 2006, expectancy had increased by about tersyea82.5 and 77 for women and men
respectively. While in the early part of the labie(20th) century, much of the gains in overall
life expectancy were due to lower mortality at ygeinages - at birth, during childhood and at
working age -, in the second half of the twentie¢émtury, the risk of mortality at retirement
ages has also fallen substantially. It is to beeetgul that mortality will fall still further in the
future. In 2006, life expectancy at 65 was moranttveenty years for women and seventeen
years for men but projections by the United Natipapulation division indicate that by 2050
women and men at age 65 can expect to live abarttyafour and twenty years respectively
(OECD 2009 pp 145, 2011 p 14). As we shall dematsstnext, hand in hand with the
increase in life expectancy, pension eligibilityeagwvere falling, during a period that John
Turner in a recent review has termed the “Golder AfjRetirement” lasting until about the
early to mid 1990s when a reversal of the trendrseind policy makers began to increase
pensionable age. We extend and expand the recehthyoTurner (2007) and Chomik and
Whitehouse (2010) on pension eligibility ages 12880 by emphasizing more clearly the
difference between normal and early eligibility agend by including the most recent reforms
as well as the pre-retirement options implicit memployment compensation and disability
schemes.

Normal pension eligibility ages

Pension eligibility is determined by age, contribatrecords, gender, and type of work,
whereby the role played by these factors diffedifferent pension schemes and countries. In
most OECD countries, a normal pension age is ¢lesi out in legislation. It is that age at
which pension scheme members, independent of batibh record can first draw full
benefits without reduction for early retirement.eTnited States has one concept of normal
pension eligibility age applying to both men andwem which since 1937 and until recently
has been kept fixed at 65 years of age. In EUlilndas pensionable age concept applies to
Ireland, the Netherlands, the Iberian Peninsuld,tha basic schemes in the Nordic countries.
In the remaining EU15 countries there are two orem@andidates for “normal pension age”
in that different provisions exist for scheme memsbeith long and members with more
limited contribution records. Some countries hale® &ad differential rules applying to men
and women. We return to these issues when disgueanty eligibility ages.

Up until the early 1980s, Sweden and Ireland hadraewhat higher pension eligibility age
than the U.S., and Denmark has had that for altheséentire period, while from the war and
until the 1990s the normal eligibility age in Italyas 60 years of age. Apart from these
exceptions, 65 years of age was also the Europeam.nThis eligibility age was also
introduced in Italy during the 1990s.

We have seen only few alterations in normal ellgibages 1950-2000 but see a wave of
change after the turn of the century. Under Redgaime early 1980s, the United States
enshrined in law an increase in normal pensionfema 65 to 67 to be phased in in the
twenty-first century. In the new millennium, all jprEU15 countries are now following the
American lead and examplégure 1). Of the continental European countries, Germaag w
the first to introduce an increase in retiremerd¢ ag2007 followed by France in 2010, and
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Italy and Spain 2011. In fact, in recent legislatiuropeans are moving beyond a U.S. style
increase, in that a number of countries notablyrbenk, Italy, and Greece have instituted an
explicit commitment to review on a regular basisnmal eligibility age stipulations in light of
developments in life expectancy. On this basis asihg United Nation mortality rate
projections, Whitehouse expects that by 2050 alityitages will be 69 years in Denmark and
ltaly and 67 in Greece (OECD 2012 pages 26°27).

Figure 1: Early and normal pension eligibility agesin public pension schemes in the U.S.
and EU15, 2002 and 2011 (long-term parameters andiles)

Pension eligibility age changes are not implemeiteshe go but phased in over a period of
time. Americans were given some two decades totadagge provision changes. The current
66 years of age provision has been implemented @wax year period beginning in 2002,
with the next increase to follow after a 12 yeaths so that by 2027 the normal eligibility
age will be 67 (see e.g. American Academy of Acasaf002). By contrast, the German
phasing in process began only five years afteslatipn was passed in April 2007 with the
66 years mark set to be reached in 2023 and 6028,4.e. only two years later than in the
U.S. (Bundesgesetzblatt, 30. April 2007). On theidaf current legislation, Ireland will have
increased its state retirement age to 67 by 2081t@68 in 2028, while the UK increase is a
more long-term project being completed only in 20B6ropean Commission 2012 Annex 3).
Finally, Italy is scheduled to have implementeditiezease to 67 by 2021 and Spain by 2027
(OECD 2012 pages 40 & 43).

Early eligibility ages and actuarial benefit adjustents

United States has been a pioneer in introducinly eatirement options, instituting an early
eligibility age at 62 years of age for women in @3,md for men in 1961 but with an annual
actuarial decrement of 6.67 per cent, taking actcofithe fact that pension scheme members
retiring earlier than the normal eligibility age wd spend more time in retirement, ceteris
paribus. Interestingly, the early benefit adjusttrfantors that were adopted in 1956 remain in
effect today (Duggan and Soares 2002). In Europlg, france and Sweden had a similar rule
at the time (Mirkin 1987, Bozio 2006, Wadensjo 2013pain also introduced an early age
option with actuarial deductions in 1967, but witlese exceptions and until recent reforms,
the European norm has been to include early €lityibhge provisions without actuarial
decrements. Indeed, in some instances early regitebenefits were higher than the old age
pension, and part of the early retirement package the accrual of further pension rights
during the early retirement period, similar to tights accrued if claimants had been working
and paying contributions.

In the public pension systems emerging in the 18&0s, a number of countries had a special
early eligibility age for women allowing women tetire five years earlier than men without
actuarial benefit adjustments. Austria, Belgium,ri@any, Greece, Italy, and the United
Kingdom have had such a provision for almost thererperiod 1950-2010 while a few
countries have had special rules favouring womerséme of the period. Since 1957 long-
term unemployed workers in Germany could retirage sixty on a full pension and more

® European Commission 2012 pages 28 & 32 suggestint2060 the normal eligibility age in Greecel i
69 years and 4 months and in Italy 70 years andritims.
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restricted schemes concerned with particular seetndergoing industrial restructuring were
in place in Austria and France during the 1960s.

Italian developments constitute a case on its oath with regard to the overall development
and with regard to the frequency of recent reformnsl changes. In the post-war years
pensionable age was set at 60 for men and at 5&%daren. However, in 1956 so-called
seniority pensions (pensione di anzianita) wereoduced for public sector employees,
allowing them to retire with a full pension aftarenty five years of service (twenty years for
women) without any minimum age restrictions. Fro@®3 onwards private sector workers
could retire at any age after 35 years of serviog ia 1973 contribution requirements for
public sector workers were reduced to 20 yeareofice (fifteen for women) (Lynch 2006 pp
160-161). E.g a female teacher could retire onresipe before turning 40 years of agk
Italian discourse these people were often refetoeds “baby pensioners” because of their
young ages. In 1992, in the same reform that iseeahe normal eligibility age, the
contribution requirement for retiring at any agesvgat to be gradually increased to 40 years
by 2008, while an age restriction was introducedtf® interval of 35 to 40 contribution
years, stipulating that pension claimants with tiige of contribution history needed to be at
least 52 years of age before they could claim aipan Scheme members with less than 35
contribution years would only be able to claim agen when they had reached the normal
eligibility age of 65. The 1992 law foresaw an g@se in the age restriction to 57 years of age
to be achieved by 2008, while subsequent legisidtias increased the requirement further
still.

Notwithstanding these precedents, only in the 19W@se universal early retirement
provisions introduced on a wide scale in EuroperkMi 1987, Ebbinghaus 2006). In the
countries with early age provisions for women, iesv early retirement rules were designed
for the male work force, leading to gender spea@ficly retirement structures. In contrast to
the U.S. approach, but in line with the rules apgyto women, none of these new measures
included actuarial deductions. Changes were howalger undertaken in the three countries
where early retirement with deductions had alrelaglgn incorporated in pension legislation
pre-1970. Germany introduced a new early age ogborlong-service employees in 1973
allowing retirement at 63 years of age for peopil & 35 years contribution record. Belgium
and France introduced a sequence of special temyppra-retirement schemes which in
France under Mitterrand in 1982 led to the intraalurcof retirement at 60 for people having
contributed to the pension fund for at least 3'&&rg. Technically speaking, the Mitterrand
reform removed the early retirement penalty forgl@ervice employees in the age interval
60-65 (Bozio 2006). An “unemployment pension” wasaduced in Finland in 1971 (OECD
1996 Table 5.4)and Sweden reduced its early eligibility age fré8nto 60 in 1976 together
with a reduction in the normal age from 67 to 65afi&nsj6 op cit pp 12-13).

Not all European pension schemes developed ancentlyrhave an early age option.
Schemes aiming to secure a social minimum tendoniove an early age option because it is
presupposed that people younger than retiremenatageligible for general social assistance
if in need. Hence, Denmark, Ireland, the Netheraaahd the United Kingdom — where social
minimum type schemes play a prominent role in tespn package — have no early pension
eligibility age provisions in the state pensionestie (putting aside the early eligibility age for
UK women). Yet both Denmark and the Netherlandseliged extensive early retirement

"In fact, several wives of ministers in the receatlBsconi government are reported to have retired o
a full pension at that age or even younger.

8 Mirkin op cit exhibit 1 indicates that the Finnisimnemployment pension” was introduced in 1961that is
mistaken.
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packages during the 1970s that were closely integtl with the state pension system. In both
countries, the new schemes were formally privagagl but their expansion were strongly
supported by government revenue and tax incentives.

In Denmark, early retirement emerged in 1979 asdanct to unemployment insurance,
allowing members of the insurance scheme to withdram the labour market at 60 years of
age with “retirement pay’efterlgr) similar to unemployment insurance benefits. Eveugh
membership is voluntary, the new early retiremelainpvas soon integrated into overall
pension politics, and the plan’s age condition barviewed as a Danish type early pension
eligibility age. The Dutch approach to early retient developed from 1977 onwards as an
adjunct to its extensive occupational pension systas a result, a large number of early
retirement plans developed with highly heterogesendes and provisions. A universal,
national plan was never instituted but typicallgrpimembers could retire at 60 years of age
or even earlier, receiving a percentage of thel Baary in benefits. Claimants continued to
accrue old age pension rights during early retirgme

Reforms since the early- and mid-1990s have coraitie changed early eligibility age
structures, moving the European norm closer totytpe of system introduced in the United
States around 1960. First, spurred on by EuropeaionUlegislation relating to gender
equality, special early eligibility ages for womare being phased olUBelgium, Germany
and Greece have largely completed equalisationewltelly and the United Kingdom will
have done so by 2018. In 2020 only Austria will @alifferential treatment of men and
women but differences will be phased out in therydhat follow (European Commission
2012 Annex).

Second, countries such as Germany, Finland, andriausave abolished special provisions
for the unemployed. On a broader front, concurvétti the increase in the normal eligibility
age, during 2002-2012 the early eligibility agewvehdbeen set up in many countriesed
figure 1). Some countries, notably Italy and Austria, bememeasing the early eligibility age
in the 1990s in which cases figure 1 underestirttegedegree of change. In any event, while
in the past, and in contrast to the U.S. 62 yagitdity age, most EU15 countries had set the
early age to 60, under the new legislation thecifpearly age in Europe will be 62 with
Germany, Italy, and Spain having higher and a feuntries having lower ages. [The increase
of one year for Germany in figure 1 is composedadkgislated decline to 62 that was
reversed before it was ever phased in]. In modamtes, the phasing in of the new early
eligibility ages follows the schedules describedth® increase in normal eligibility ages.

Third, beginning with Finland in 1986, countriesattdid not already have it (e.g. France,
Sweden, Spain) have implemented actuarial redutionearly retirement, and the required
numbers of contribution years have also been isegtan a several countries. By the mid-
2000s and with the exception of Belgium, all EUXumtries with contributory, earnings-

related state pension systems included actuadalkt®ns in their early retirement provisions
(see Queisser and Whitehouse 2006 and the updda@E@D 2011 table pages 113-114).
Similarly, Denmark has introduced incentives toagelake-up and has also more recently
introduced incentives for younger members to abtuaithdraw from the early retirement

plan, and in the Netherlands early retirement bendfave been linked to a worker’s

occupational old age savings and, hence, futureipempayments, introducing an element of
actuarial adjustment into Dutch early retiremethte practice of awarding contribution credits
during the early retirement period was abolishednduthe late 1990s and early 2000s and
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more recently tax incentives have also come torah ¥et in EU15 long service employees
will still be able to retire early without actudredjustments in some countries but the practice
has been much curtailed. Most so in Germany andnSphere claimants in future would
need to be 65 years of age or older and have 4&’'yaad 38.5 years’ contribution,
respectively. Less so in France where claimantisbailable to retire without reductions at 62
years of age with 41 years’ contribution. On curdegislation, Italians will continue to be
able to retire at any age without reductions preglid minimum contribution requirement is
met, but the current requirement — recently ratgedl1 years’ contribution - has now been
indexed to changes in life expectancy in keepintp wther parameters in the Italian system
and is therefore expected to become more stringdature.

Pre-retirement options

In addition to changes in pension policy, in Eurojpeing the 1970s onwards and especially
during the 1980s early withdrawal from the labowarket became increasingly facilitated by
the insertion of different pre-retirement optionsunemployment compensation and disability
systems. The options were in part opened in panaite the new early retirement options

described above, allowing claimants to choose batveptions provided by the different parts
of the social security system, for example to escaptuarial deductions. Furthermore, a
sequence of options were created, giving claimahts chance to combine benefits

longitudinally with a view of moving the earliesge of labour market withdrawal further

forward.

Not surprisingly in light of the early eligibilityages in the Italian pension scheme, pre-
retirement never developed on a substantial scalealy. On the other hand, when taking
account of and including pre-retirement, early didwal options in most European countries
were in fact similar to the “extraordinary” low &apension eligibility ages found in Italian
public pensions. Until the change in policy direatiin the mid-1990s, with few exceptions
Europeans in their mid-fifties could withdraw frahre labour market, claiming some form of
public income support over and above universalichamgans-tested assistance. Eligibility to
unemployment compensation and disability benegiguire documentation of involuntary
unemployment and documentation of disability, retipely, but these requirements were
softened to such a degree turning the policy measurto “de facto early retirement”
schemes (Bléndal and Scarpetta 1999 {8 9).

We first discuss unemployment compensation. Sintdathe early age provisions in public
pensions, U.S. unemployment insurance underwent litde modification between the war
and the 1980s while most European countries unaleabstantial reforms and expansion of
provisions in the late 1960s and the early 1970sa comparative survey Burtless (1987)
concludes that the most significant differencesvieen the U.S. and European unemployment
compensation to emerge in the 1980s concernetyfitae maximum permitted duration of
insurance, which in the U.S. as a rule was resttitd six and in Europe to twelve months,
and secondly, the existence in Europe of followassistance payments once insurance
benefits were exhausted. Assistance is as a rudasrested and less generous than insurance
but also more generous than basic income suppaifaf@). Burtless only includes four
European countries in his survey, but his conclusippears to apply to the full assembly of
EU15 countries, with the exception of Italy, whittas never developed an extensive
unemployment insurance.

1 This might need a little elaboration — in bothtémees employers are important and street-levelauarats
(labour administration, sickness insurance adnratisin, medical profession). Gatekeeping.
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Looking beyond the Burtless 1987 discussion, althoint of U.S.-EU15 difference — often
overlooked in the labour economic literature disoug unemployment compensation -
concerns special provisions for older workers. &vesal countries, the early retirement
options for the age group 60-64 had their origiosin pension schemes but in temporary or
special schemes relating to unemployment insuraridevelopments often caused
discrepancies and complex interactions betweenranagy For example in the case of France,
Guillemard (1991) argues that the introduction diikh career option in 1982/83, allowing
people to claim a full pension at the age of 60s wafact part of a cost-cutting exercise
aiming to move claimants from generous unemploynmanhpensation to less generous
pension schemes. Having largely removed by they d®80s the age group 60-64 from the
realms of the employment service and unemploymemipensation policy, European policy
makers began to implement special provisions ferdlder age groups aged just under the
sixty years of age minimum.

Beginning with the Netherlands in 1982 and Spai©984, older claimants of unemployment

compensation were freed from the standard avaialaihd job search requirements. Duration

of insurance benefits was extended, stretchingptdreod before older claimants needed to
transfer to less generous and means-tested follovassistance benefits. For example,
Germany introduced in 1986-87 an age-graded duratimicture, whereby claimants aged 49
years of age could claim insurance benefits foa2é those aged 54 years of age could claim
insurance benefits for 32 rather than for the stashd2 months. At the same time, older

claimants were no longer offered activation anccgdgaon job creation measures. Hand in
hand with recent pension reforms, from the mid-2000wards availability and job search

requirements for older claimants have been reinred in most European unemployment

compensation systems, most recently in Frahda. general, older claimants continue to

enjoy longer insurance benefit durations than yeurage groups but benefit duration has
been restricted in steps since the late 1990seim@&ny since 2008 unemployed aged 50 can
now claim insurance benefits for up to 15 montt&nionths if aged 55, and 24 months if

aged 58 and older (Eichhorst 2011).

The way in which pre-retirement and pension poiginterlinked and mutually complement
each other varies between countries depending @n itistitutional history and tradition.
France and Belgium developed a collection of spgme-retirement schemes whereby in
Belgium one scheme tends to be applied in the Elsnahd another in WallontaAs already
indicated, gendered structures are found in camtnith a special early eligibility age for
women. For example, in the UK women could retire68t but a special provision in
unemployment compensation legislation freed malempioyment benefit claimants older
than 60 years of age from documenting availabilibyd job seeking, thereby, in effect,
allowing them to retire on unemployment benefitdhet same age as women retiring on a
state pension.

Finnish developments conveniently illustrate inmified manner the essential features of a
broader European trend. What has become known es“uhemployment pipeline to
retirement” consists of one sequence of schemdsagiaies to all localities, all industries,

1 Not being a French speaker, the information ondhjgect of recent French reforms is from MISSOC2201
page 27. In general, a full overview of eligibilityiteria for unemployment benefits for older warkés not
available. The recent OECD survey of eligibilityteria does not ask for age specific criteria, ¢hgrin effect
focusing on the criteria applying to the prime waogkage (25-55) working population (Venn 2012) whihuch
of the literature is concerned with eligibility ydunger and older claimants.

12\We thank Alain Jousten for this insight.
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and both sexes. In institutional terms, Finlanthes polar case to Italy. While in Italy almost
all early withdrawal options have been a resultgeheral rules embedded in the regular
pension scheme, in Finland almost all withdrawaticss have been based on special
provisions in pension, unemployment compensatiow disability legislation. A general
early retirement option was inserted in the regp&rsion scheme in 1986 but has had limited
relevance in practice because of more attractiegreltive special provisions being available.
In any case, while structures may be more compieather countries, the general trend in
Europe has been closer to the Finnish than tadliar example.

Figure 2: Development of the “unemployment pipelingout of the labour market in Finland

Similar to the situation in other European coustrighe Finnish “unemployment pipeline to
retirement” has its origin in the early 1970s (tetails on Finland see OECD 1996, Hytti
2004). In the pre-reform years, unemployment insteavas provided for 200 days and the
pension scheme contained no early retirement optiod971 an “unemployment pension”
was introduced for claimants about to exhaust uh@ynpent benefit entitlements at the age
of 60. Pension benefits were determined analogtleet@ld age pension — in Finland known
as the “employment pension” — and related to pastiegs and contribution records, but with
imputed earnings and contribution years that wiade been earned up to retirement age in
the absence of unemployment. Once instituted, thieypexpanded up until the early 1990s
(figure 2). By the mid-1980s, the length of the éamployment pension” had been increased
from its original five to ten years. A major ovedhaf social security in 1986 gradually
increased the minimum age back to 60. Ordinary yomh@yment insurance was however
expanded to 500 days, with an extended periodablaifor older workers. A modification in
1991 implied that upon reaching the age of 55, m@mployment insurance claimant would
get an automatic benefit extension to the age ofwd@reupon he/she could then transfer to
the “unemployment pension”. In the context of a208form of the regular earnings-related
pension scheme, the “unemployment pension” wasiskdteml and replaced with a longer
period of extended unemployment insurance bendfittme replacement rates were largely
similar in both schemes, so the interchange oftgpe of benefit for another did not imply a
general reduction in generosity, but the conceparof'unemployment pension” did not fit
easily into the reformed pension scheme, introdyciaw incentive structures for working
longer (the new scheme and incentives is describe@ECD 2011 among other places).
Since the mid-1990s, the early retirement window haen gradually narrowed in keeping
with trends in a number of other countries. Takawgount of the ordinary insurance benefit
period, the early entry age to the “unemploymeptlame” was a little more than 53 years of
age in the early 1990s. Following a number of m®and increases, the current entry age is
58 but is scheduled to increase further to 59 yehege (figure 2). Pension rights continue to
be accrued during unemployment but since aroun@® 20@ lower rate than in the past. Job-
search and availability requirements also seemate tbeen strengthened as a result of a
stronger activation policy that has been reinforbather in the wake of the 2005 reform
since unemployment pensioners were not requiretthoonstrate labour market participation
in contrast to unemployment benefit recipients.

We now turn to disability
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Figure 1: Early and normal pension eligibility agesin public pension schemes in the
U.S. and EU15, 2002 and 2011 (long-term parameteasid rules)

Early Age Normal Age
62 il Denmark B 67
62 1 Finland 65
61 Sweden 65
62 Austria 65
62 B Belgium 65
62 1 France I 67
63 | Germany I 67
60 B Luxembourg 65
Netherlands B 67
60 W Greece 65
63 W Italy 1 67
55 Portugal 65
63 B Spain i 67
Ireland N 68
United Kingdom B 63
62 United States B 67
80 60 40 40 60 80
m2011 = 2002

Note: For the EU15 countries, the figure descrlbgslated eligibility ages with all changes inabad
even if they are still to be phased in. In the @Se; the 2002 bar refers to pre-1983 legislation.

Sources: OECD 2005 and 2011; European Commissib?; 205 Social Security Administration
2010, 2011a, 2011b, Government of the Netherlafd4.2
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Figure 2: Development of the “unemployment pipelinéout of the labour market in Finland

Period

2015 - onwards
2012 -2014
2006 - 2011
1997 - 2005
1991 - 1996
1987 - 1990
1980 - 1986
1978 -1979
1971-1977

Pre-1971

52 54 56 58 60 62 64 66

O Ordinary unemployment benefits B Extended unemployment benefits
B Unemployment pension M Beginning of national old-age pension

Sources: OECD 1996, Hytti 2004, information proddiy Juha Rantala Finnish Centre of Pensions
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3: Pre- and post-reform incentives to retire

Individuals’ decisions about work and retirementpeled on the financial incentives
embedded in retirement-income and social safetjesys A multiple of systemic factors
affect pension entitlements, and comparisons adioss and space can therefore only be
carried out on the basis of a number of simplifyistylized assumptions. This section
presents summary measures of the incentive toeretir both sides of the Atlantic, and
discusses how these have changed since the 19@0Ospecial emphasis on the impact of
recent reforms. We first look at old-age pensiosteyis and then turn to programs that have
acted and still act as quasi-retirement incomeesyst

Many studies of incentives to work use a simpleegesity indicator — the replacement rate —
which measures the relationship between incomesmaout of work. This has been widely
used to look at the effects of unemployment besaiiid social assistance on people’s labour-
market behaviour. In pension policy studies, th@asement rate is defined as the ratio of
annual pension or early-retirement benefits to iege just prior to retiring. Indeed,
discussing pre- and post-reform replacement ratea humber of OECD countries incl. nine
EU15 countries Whitehouse et al (2009 table 2) dowm overall decline in pension
replacement rates in Europe of around 10 percergaggs as a result of reform. But there
were considerable variations in trends, largelfeatiihg differences in pre-reform levels and
goals of the reforms. Rates actually increased sdraein the United Kingdom but from a
very low pre-reform base while ltalian reforms imepl a decline of more than twenty
percentage points dropping from 90 to 68 per cent.

Replacement rates are a familiar metric, but theyak capture the impact of many changes
to pension systems nor tell the whole story of hmemsion systems affect people’s work
decisions. Since the seminal work of Burkhauser8Q)l9more complete and dynamic
summary measures of retirement incentives havefitrer been developed based around the
concept of “pension wealth”. This measure showditeBme value of benefits at the time of
retirement and can be thought of as the “stock™ttee future “flow” of pension benefits
until death. In addition to the replacement raife, éxpectancy, pension eligibility age and
indexation of pensions are also taken into accolodether, these determine for how long the
pension benefit is paid, and how its value evolwesr time.

To indicate pension incentives to retire, consitienaof pension wealth is extended to the
changein pension wealth from working an additional ye@ECD 2011 chapter 3, Burtless
2004). We compare directly two flows of income: dramn retiring immediately, the other
from working an additional year and then claimirige tpension. This measure can be
interpreted as an implicit tax or subsidy on caumtig in work: If deferred retirement leads to
a decline in pension wealth we observe a tax orkvemd vice versa. Change in pension
wealth taken as a share of earnings yields imghkeitand subsidy rates. A change in pension
wealth can be thought of as a “substitution effetdisure becomes more attractive as the
implicit subsidy to continuing working declines turns into an implicit tax and positive
incentives to work an extra year turn negative. [Bvel of pension wealth on the other hand
is akin to an “income effect”. If people have athigvel of pension wealth already at age 60,
they may not wish to add to this by working an &ddal year, even if this results in a large
increment in their pension entitlements. Similaiflygension wealth is low, people might wish
to postpone retirement and continue working eveemttis would only imply a marginal
increase in wealth.
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In summary, working a year longer has three effealisleading to a change in pension
wealth. i) In contributory pension schemes, a longerking period may imply an extra
year’s contribution which usually brings some exgension entitlement. ii) A longer work
period implies a shorter duration of retirementelrery kind of pension scheme, individuals
must, of course, forgo a year’'s benefits if thelyreea year later. However, there are often
adjustments to the value of benefits to reflecs #und an important part of recent pension
reform has been to change these adjustments.hi@)fihal elements of the pension incentive
to retire reflect further costs to the worker ofagéng the pension claim. The worker might
die during the year, and so receive nothing froemglnsion system. Different workers might
also have different time preferences, with someingayarticularly strong preferences for
current rather than future consumption.

In addition to these features, which largely cagguvhat scholars mean when they talk about
“retirement incentives” and construct summary inisenmeasures, three further factors are
important when comparing incentives across time spate. First, pension payment may not
be conditional on the full withdrawal from the lalvomarket as people may be able to
combine work and pension receipt. Pension systéragesdecisions relating to the extent of
labour market withdrawal by including rules condgegn“earnings disregards”, that is how
much earnings is disregarded before they have fastedn pension eligibility, and “benefit
reduction rates”, that is how much pension in paynereduced when people have earnings
in addition to a pension. Second, pension eligipdiges embodied in pension systems may
shape retirement decisions by way of a “customatiyement age” effect, exerting influence
beyond or in interaction with financial incentivigruber and Wise 2002 NBER version page
11). Finally, in addition to public systems, prie@and occupational pension plans influence
retirement decisions. Defined-benefit occupatigmahsion plans are structured similarly to
standard public pensions while defined contributplans are age-neutral by design, and
therefore they have few of the age-specific retestmincentives that are common in
traditional defined-benefit plans (see e.g. Bugt2804 p 17).

Table three displays estimates of implicit tax sab®m Blondal and Scarpetta (1999) for
1967 and 1995 and our own estimates based on tidbQ@Ension model. Together with the
first volume of the ongoing Gruber and Wise progcthe US National Bureau of Economic
Research, the Bloéndal and Scarpetta study spurredearanging debate about comparative
retirement incentive structures and what these mighply for labour market participation in
the different countries included in their study.n€erning their incentive indicators, Blondal
and Scarpetta and Gruber and Wise (1999) disagréleeomagnitude of the implicit tax rates
for a number of cases especially Japan but agréleeooverall pattern concerning the US and
European comparison (for a comparison of the ssusie® Burtless 2004). The advantage of
the Blondal and Scarpetta estimates for our purpssthat they include more relevant
countries, the include figures back in time, andude more detailed disaggregated estimates
for the wider social programmes that are generdidbught to be relevant for retirement
incentive discussions.

Our estimates based on the OECD pension modelr diffen Blondal and Scarpetta and
similar studies in that they aprospective They do not concern incentives faced by older
workers at a specific date, but aims to evaluagectirrent pension-policy stance as it affects
workers retiring in the future. Changes in policyes that have already been legislated, but
are being phased-in gradually, are taken into aticand assumed to be fully in place from
the start. Parameter values are those for 2008randthat basis we apply a standard set of
assumptions for variables such as price inflatiwage growth and investment returns on
defined-contribution schemes (see OECD 2011 faildgt
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Similar to Blondal and Scarpetta implicit tax rateg calculated for average private sector
workers who enter the labour force at age 20 amdribaite to the pension system each year
until the varying country-specific ages of exit rfrothe labour market. However, while
Blondal and Scarpetta look at a retirement winde@twieen age 55 and 65 our estimates
concern ages 60 to 65. We also include private aiang schemes while Bléndal and
Scarpetta only model public schemes, a point tlisgcta Denmark, Sweden, and the
Netherlands. Estimates of pension wealth and ohgbés in pension wealth are highly
sensitive to the choice of discount rate. In theous issues of “Pensions at a Glance” and
related publications a discount rate of two pert éeassumed but for this table and discussion
a rate of three per cent has been chosen in kegpthgBlondal and Scarpetta. Changes in
pension eligibility ages, discussed in the previeastion, are included except for the most
recent policy changes in Finland, France, the Ngthds, Spain, and lItaly.

Table 1: Implicit tax and “subsidy” rates on continued work embedded in benefits for the elderly,
1967, 1995, and prospective rates

While it would be mistaken to place too much emphas the concrete numbers of two
stylized studies utilizing different frameworks andpplying numerous modelling
assumptions, each of which could be questionedpadbpattern of development is apparent
from the figures displayed in table™LThe figures mirror and quantify the policy trerttat
we discussed in the previous section. With Austnd Italy being clear outliers and estimates
missing for Greece and Spain, in 1967 pension sysia our countries were close to being
neutral with respect to retirement decisions. OAlystria, Italy and the Netherlands had
implicit tax rates that were higher than the USrddy 1995, at the close of the “age of
retirement”, the picture had radically changed. llaiptax rates had increased in most
countries but more so in Europe than in the Un8éates; 10 out of 13 EU15 countries had
higher rates than the US. In the wake of the pengaicy reforms of the 1990s and 2000s
most countries have fixed any major problems oémives to retire early, as indicated by our
“prospective rates”.

We see an overall return to incentive neutralityiksir to the 1960s and a “rank-reversal” vis-
a-vis our United States and EU15 comparison in thast EU15 countries will have lower
implicit tax rates and therefore better incentitkan the United States once all reform
induced changes have been phased in. On this neeasilly Southern Europe (except Spain)
has worse incentives than the US. This said, safetyprovisions in the retirement-income
systems mean that in a number of European countm@sding Finland, Germany, and
Sweden, low-income workers who will be entitlednbdinimum pensions or resource-tested
benefits have incentives to retire early that areshmared by average (and high) earners (right
hand column). The comparatively high implicit ratehe United States arises because of a 35
years limit on the number of years that accruersipa entitlement. In our example of a full-
career working from age 20, the full benefit iseally reached before age 60, which limits the
return to continuing in work relative to other ctuies. Similar rules apply in the Greek and
Spanish systems. In more detailed work Whitehouskecallaborators include consideration
of levels of pension wealth in the discussion akemtives (D’Addio et al 2010, OECD 2011).
With the exception of the UK, the United Statesblpuiretirement income system generates a
lower level of pension wealth than any Europeanesys The income effect, discussed above,

13|n the table, signs are derived from the taxditere. Plus 10 imply a tax and a reduction in pEmsiealth
equal to 10% of earnings. Minus 10 imply a negatiéve(= subsidy) and an increase in pension wesjtial to
10% of earnings.
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will therefore tend to be stronger in the US tharfcurope, at least when the US’ rather large
private pension system is ignored.

Unemployment benefit and disability systems hawertbwn complexities. As discussed in
the previous section, from the comparative perspectinemployment and disability
insurance programs are in many cases close substituthat in some countries the disability
and in other countries the unemployment pathway edrly retirement dominates. The
Scandinavian countries are in this respect intergsh that in Sweden disability, in Finland
unemployment, and in Denmark special early retirgnsehemes have dominated. The basis
for their inclusion in the Blondal and Scarpettadst and their treatment as a de factor
retirement systems was the insertion in the laté049and early 1970s of labour market
conditions. The OECD pension model is not designeahalyze these programs.

OECD 2010 “Sickness, Disability and Work: breakihg barriers” includes two disability
policy indicators: the first covers compensationaswes or benefit programmes, and the
second employment or integration measures (pageB&djyeen 1990 and 2007 all countries
have tended to move away from a passive to a mcireeaorientation (page 87). The
Netherlands has moved the longest distance fronositipn well above average in the
compensation index to below average and from belwgrage according to the integration
index to above average.
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Table 1: Implicit tax and “subsidy” rates on continued work embedded in benefits for the elderly, 1967, 1995, and prospective rates

Blondal and Scarpetta (1999) Pensions at a Glance 2011
Old-age pensions plus
Old-age Old-age Unemployment Disability Special Old-age Old-age
pensions pensions related benefits early- pensions pensions
benefits retirement
100% of 50% of
Average earnings average male | average male
earnings earnings
1967 1995 Prospective

Denmark 0 0 51 37 22 -8 -8
Finland 0 22 42 71 -12 1
Sweden -9 18 76 -4 11
Austria 31 34 34 64 -15 -15
Belgium -2 23 37 44 56 21 25
France 2 14 49 57 -10 -8
Germany 4 14 37 46 -14 16
Netherlands 9 13 57 41 -24 -14
Greece 90 90
Italy 30 79 11 11
Portugal 5 4 33 66 29 62
Spain 18 33 53 -9 -9
Ireland 5 14 32 32 -4 -7
United Kingdom 6 5 15 -3 4
United States 8 12 1 1

Note: See text for discussion of similarities and differences between the frameworks of Blondal and Scarpetta (1999) and OECD (2011)
Sources: Bléndal and Scarpetta 1999 tables 5 and 7 and OECD 2011 table 3.2.



Section 3 New computations by Andrew Reilly for table

Changes in pension wealth with 3% discount rate, men & Women

Datum: 14December 2011 Andrew

Men at average earnings

entry at age 20

country 55-59
Austria 17,1
Belgium 13,6
Denmark 7,0
Finland 17,9
France 44,9
Germany 13,2
Greece 70,1
Ireland 9,9
Italy 25,0
Netherlands 19,1
Portugal 33,2
Spain 10,2
Sweden 10,2
United

Kingdom 2,4
United States 0,0

60-64

16,8
-14,5
7,3
14,1
13,2
10,5
71,8
33
3,8
21,6
26,4
14,3
6,2

2,7
0,8

65-67

7,1
30,4
7,7
-10,6
5,1
0,1
-35,1
-16,8
-37,5
-28,2
36,1
-47,1
6,6

3,0
-0,6

Women at average earnings

entry at age 20
country

Austria
Belgium
Denmark
Finland
France
Germany
Greece
Ireland
Italy
Netherlands
Portugal
Spain
Sweden

United Kingdom
United States

22

55-59

18,2
15,6

8,4
21,2
51,5
15,6
79,6
12,2
24,5
22,2
38,9
11,4
12,3

2,9
0,0

60-64

26,2
-10,2
8,7
22,1
21,3
14,7
-69,2
4,0
4,3
24,7
24,1
22,5
12,6

3,2
3,5

65-67

15,0
28,4
9,0
-1,9
3,2
7,1
27,8
-17,2
-33,7
-19,6
45,7
-43,7
0,4

3,5
4,4



4: Pension reform and labour market participation

There is now a mountain of evidence showing thitereent behaviour responds strongly to
the incentives embedded in pension systems. Mididhi® involves analysis of a single
country but as already noted, there have been taprntross-country studies comparing
labour-force withdrawal rates for older workers twithe “implicit tax” from remaining in
work exerted by the pension system (and alternagathways out of work, such as
unemployment and disability benefits) (for a detditiscussion see Burtless 2004).

Gruber and Wise (1998, 1999) found an elasticitiabbur-force withdrawal with the implicit
tax of 0.41. Japan had both the lowest withdranatd and the lowest implicit tax, whilst
Belgium, Italy and the Netherlands had the highé@#tdrawal rates and among the highest
implicit taxes. An OECD study — Blondal and Sc#éig@p€1999) — found a smaller elasticity of
0.28 in their study of 20 countriellevertheless, there was still a strong and steaibyi
significant relationship between retirement incesdi and retirement behaviour. The different
size of the effect does not reflect differencegha countries included in the two studies
Rather, the cause is that estimates of the “intghei on remaining in work” vary between the
two studies, in part because they look at diffeyematrs.

Moving to an actuarially neutral system could sfigantly increase the labour supply of older
workers in the OECD countries. The cross-countrgjabdity of the participation rates of
males aged 55-64 would also be markedly reducedh wiost countries reaching a
participation rate of at least 60 per cent (Frakgeland and the Netherlands being notable
exceptions). The largest increase would be in ltatyere the move towards a neutral system
could bring the patrticipation rate back to its levef the 1950s and 1960s. France, Finland,
the Netherlands and Portugal would also experienagked increases in their participation
rates, especially if unemployment-related bensgfétesms were to be included in the reform
package.

Figures 2A and 2B show trends in participationgdt850 to 2010 in the U.S. and the EU15

for men and women, respectively. The figures arsetleon the data sets that we have put
together and that are described in the appendiakibg at males 60-64, the US and the EU

participation rates were pretty similar until 19%8ereupon a large gap emerges. Concerning
males 55-59, the gap only emerged in the 1980s\@glwiperiod with disparate growth rates

and further expansion of early retirement provisand pathways in Europe through the

unemployment compensation system.

Concerning females a clear cohort effect is apparéhe US-EU gap has narrowed
considerably for most age groups and in the agapgdb-49 participation in EU15 is now
higher than in the US. However, there is also arckvidence of a strong ceiling that
European get up against: In contrast to youngeigamaps, participation of women in the age
group 60-64 continue to be 20 percentage pointseniop the U.S. than in Europe.
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Participation Rates
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Figure 2A: Trends in Labour Force Participation Rates,
EU15 and US, 1950-2010, Men (August 1 2011)
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Figure 2B: Trends in Labour Force Participation Rates,
Participation Rates EU15 and US, 1950-2010, Women [August 2 2011)
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5: Reform and future labour supply

As we have seen, pension reform needs to be judgeiis long-term implications since
important reform elements are gradually phased/ér a period of time. A policy enacted at a
certain point in time will in most instances onlyhéit an impact later following a certain
time-lag. The pension policy field is therefore Hiiginformed by expectations about an
uncertain future development. In the 1980s pensform and policy developments in many
European countries suffered under the lack of wstdeding of the need to think about the
long-term but matters have since improved immengelyecent work by the OECD and the
EC Ageing Working Group (AWG) scholars have extehttee traditional concern with the
future fiscal implications of pension systems aafbmm in that they include assessments of
pension reform impacts in their projections of fetlabour force participation and labour
supply until 2060 (Burniaux et al 2003, Carone 20B6ropean Commission 2008, 2009).
Notwithstanding the uncertainties surrounding prgms, this work allows us to gain a more
complete view of the links between pension refond Ebour market participation.

Projection methodology has so far often been bamedssumptions of constant future
participation rates. Projected changes in aggregaticipation rates then result only from a
shift in the population age structure. Not surpigby, on this view with an ageing population
composition aggregate participation is projectedieéaline. In contrast the OECD and EC
groups aim to capture that in recent years labotoef participation has undergone visible
changes especially for women and the elderly. leamlore, since for many years it has been
an explicit policy goal to influence participatioates of women and the elderly as well as to
delay the entry of young people into the labour kefarby an expanding emphasis on
education, projections based on a constant futwadicpation assumption would be
somewhat paradoxical.

The idea of the OECD/EC “cohort component methoglglas to extrapolate into the future
the observed recent shifts in the level of paréitgn and recent changes in rates of entry into
and exit from the labour mark&tin the EC version two base line scenarios areoetaed. In

the “no-policy change” scenario entry and exitsdig age and sex are calculated on the basis
of the participation rates observed in the Eurodebour force survey over the period 1998-
2007. These age and gender specific entry/exis ratbich are kept constant over the whole
projection period 2007-2060, are used to deterrfungre lifetime participation profiles for
each age and gender cohort as well as cross-salgtanfiles for each year until 2060.

For the established labour force around the ag80o&nd over, the lifetime participation
profile of a cohort (say women born in 1977 anddag@ in 2007) is determined jointly by the
observed level of participation in the base yea. @007) and the said exit rates. Since entry
rates are calculated on the basis of the most rguagticipation profile, in the youngest age
brackets the methodology tends to reproduce iriutuge the participation rates that could be
observed in the base year of 2007. However, inyicayrout the projection the recent large

1 The interrelationships between labour force entry and exit rates and participation rates as well as the
overall projection methodology are described in Burniaux et al 2003 annexes 2 and 3 and in Carone
2005 annexes 1 and 2. Carone also delivers an overview of the projection methodologies applied by a
number of bodes, incl. the ILO and the US Bureau of Labor Statistics. Briefly stated the OECD
(Burniaux et al) and EC (Carone) methodology consists of a dynamic specification of a method
developed by Denis Latulippe at the ILO in the mid 1990s. We wish to thank Giuseppe Carone from
the European Commission Directorate-General for Economic and Financial Affairs for answering
guestions relating to the projection methodology applied by the directorate and especially the
assessment of pension reform impacts. EC 2008 table 2.5 turned out to contain a number of mistakes.
We are grateful to Mr. Carone’s department for forwarding the correct numbers to us.
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increase in rates of education enrolments and theesponding decline in labour market
participation amongst persons younger than twentdy-fears of age are taken into account
under the assumption that the decline only imgieelay in labour market entry. By the end
of the projection horizon in 2060 a person ageth2ZZ007 will be 73 years of age and almost
the entire 2007 labour force will have attritecboreplaced by people with the simulated life-
time attributes.

Pension reform is included in a more extended besealcenario and involves a departure
from the assumption of constant exit rates. The etliog strategy is to consider the likely
impact of different reform aspects on the probapdi withdrawing from the labour market —
as measured by the exit rates. From this basisinipact of reform on labour market
participation can be calculated. Not all aspectpaision reform are captured equally much
in the analysis. Changes in normal and early penaige eligibility provisions are more
central in the analysis than are reforms of thesujoverning overall pension generosity
(replacement rates, pension wealth). What is mmnly, changes in pension programmes are
modelled, but it is assumed that pension systemgdsado not lead to a broadening of early
retirement access to other social security systeuth as disability and unemployment
benefits. The timing of the impact is determinedhtwy phasing-in stipulations in the different
reforms.

From a methodological viewpoint, the analysis candbscribed as a simplified version of a
recent micro-simulation study of the U.S., Canadapan, and a number of European
countries conducted by Jonathan Gruber and DaveeW&ds. 2004) together with a team of
international collaborators. Based on micro-datamfrthe 1990s, the Gruber/Wise team
simulates the likely impact of different types eform and find among other things that a
reform implying a three year delay in normal andyepension eligibility ages would increase
the participation rate of the older age groups lioyud twenty percentage points in most of the
European countries that are included in the stuldjewn the U.S. the impact would be much
smaller. Both the Gruber/Wise and the EC study tdiar point of departure in the
observation that retirement and exit rates exHéige jumps at the ages when legislation
allows people to begin claiming pension benefitse(s®lso the previous section of this
chapter). The impact of reform of pensionable agethen assessed quite mechanically by
shifting the distribution of exit rates (probabésg) in proportion to changes in eligibility ages.
In the Gruber/Wise project the same hypothetidale®-year-delay” scenario is simulated for
all countries that are included in the study wihile EC scholars offer an assessment of the
likely future impact of reforms that have actudigen legislated but not yet fully phased in in
the various countries. At the time when the proggctvas made, no reform had been enacted
in the Netherlands, Greece and Ireland and som@eoimost recent reforms described in
section two of this chapter are not included indgkercise.

Figure 3 displays the participation rates in thetéthStates and EU15 in the 2007 base year
and the main results of the projection exerciseitbaur discussion we will also draw on the
break down of the figures according to gender amé@siimates of participation rates for five
year intervals until 2060 that is provided in thgethg Reports. In contrast to the decline in
aggregate participation indicated by a projectioanario assuming constant future age and
gender specific participation rates, the new E(Jeotmn indicates an overall increase in
EU15 in the aggregate rate (age group 15-64) ofitaB@ percentage points with the major
increase occurring in the years until 2020 (Figdiganel B). At that point EU15 participation
is projected to be largely similar to the curren§lUrate with only Belgium, France, Greece,
and Italy having lower rates.
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Figure 3: Participation rates in 2007, projected changes in overall participation rates and estimated
impact of pension reform, 2020 & 2060.

Trends differ between genders and age groups. \Nptisingly in light of the methodology,
young people are projected to exhibit largely stapharticipation rates in the future.
Differences occur in the prime age (25-54) anddlder (55-64) groups. Due to the increase
in female labour force participation in recent disg in the base year younger females have
higher participation rates than the older genenatibfemales had at the same age (thirty year
old women in 2007 have higher participation ratemtthirty year old women in 1990). The
projection methodology therefore produces an “amtoous” increase in women’s labour
market participation — known as a “positive colghift” - as an older generation of women is
successively being replaced by a new generatiom avitigher level of participation (even if
in consequence of the constant exit rate assumiftisrassumed that the younger generation
exhibits the same exit pattern as the older geioedatMales, by contrast, are set to
experience a “negative cohort shift” as a genemadfomen with high levels of participation is
successively being replaced by a new generatiguiayimg lower levels. Because of these
dynamics, prime aged females are projected to expmr an increase of close to five
percentage points and prime aged males a smalhdewlparticipation.

The largest increase is projected to materialigbenolder, 55-64 age group whereby pension
reform is the major driving force behind this changhe overall rate is projected to increase
by a little more than 16 percentage points wherEbyercentage points are due to pension
reform (Figure 3 Panel A). Taking a long view aisdwamning the projection holds, the rate of
the 55-64 age group will have increased from teepoint of 39 per cent in the mid 1990s, to
48,6 per cent in the mid 2000s and further to 65ceat in 2060 surpassing the current U.S.
rate and returning to levels not found since th&0%9 In the absence of reform, male
participation rates would have exhibited a declafieabout 5 percentage points due to the
negative cohort effect but reform more than comatass for that, leading to a projected
increase to 67 per cent which, however, is notegihi¢ level currently found in the U.S. In the
case of females, we see an interaction betweepdsi@ve cohort effect and pension reform
in that the increase in female participation of ybenger generation of women will extend to
the older age groups leading to a rate of almogbedicent, which is somewhat higher than
the current U.S. rate. In the absence of reform, fdmale rate would increase by twelve
percentage points less, settling on a rate of arotéh per cent. All in all, in EU15 the
percentage point impact of reform on male partibgpais a little higher than on female
participation which is mainly due to the patterrSiouthern Europe and France dominating. In
the other EU15 countries the impact on femalesighdr than on males. Finally, pension
reform is projected to lead to a certain converganche participation rates of the older age
group between EU15 countries — measured by thelatdmeviation — while in the absence of
reform male divergence would have increased furéimet female participation would only
have converged modestly.

The largest impact of pension reform on particgaiis projected to occur in Italy, Germany
and Austria (in that order). In these countriesE@projection suggests levels of impact that
are similar to the twenty percentage points inaeastimated in the Gruber and Wise
simulation exercise relating to the “three-yearagielreform scenario. It might surprise that
Denmark does not belong to this group in lightr@ most recent reform implementing a two
year delay in its major early retirement schemeetiogr with an increase of two years in
normal pension age but in this context it needddorecalled that the Danish increase in
normal pensionable age constitutes a return tddeliat were in place as recently as the early
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2000s. As discussed in section four, Germany anstriubelong to the group of countries
that have experienced a large increase in partioipauring the past 15 years or so while
Italy is one of the countries that have only exgeced a moderate increase in the age group
below 60 years of age and no increase for the 8srMany of the Italian reforms have had
extremely long phasing-in periods and accordingh® EC projections these will have an
impact as we are heading toward 2020 and 2060.

As discussed in section two of this chapter, itylfgensionable age is set to increase in the
period until 2030 while in Austria normal retiremeage for women will be increased
gradually between 2019 and 2034 to reach the ne¢ine age for men at 65 (see also appendix
tables). Germany continues during the early pathefprojection period to phase out various
early age provisions but a further factor determuniparticipation rates of the elderly
population is the increase to 67 of the normalreaient age (even though people can
continue to retire at 63 with reductions). If theojpcted increase indeed materialises,
Germany will have seen an increase in labour magr&dicipation of the elderly population
(55-64) from less than 43 per cent at the beginoirtge millennium to 70 per cent in 2020.

It may of course be open to question the exterhich a projection of such a magnitude
displays a too optimistic scenario. As noted, theib®r and Wise study found a similar
impact but they based their country studies on fitata the 1990s and simulated hypothetical
reform scenarios. However, a micro-simulation stfrdyn the Mannheim Research Institute
for the Economics of Aging (Bucher-Koenen and Wik@09) and a projection from the
Federal Institute for Employment Research (Fuch36p@ocusing more explicitly on the
increase in the normal retirement age from 65 t@i@ivs similar conclusions regarding the
German case. The Fuchs-study considers two ditfe@narios with the difference between
them being assumptions relating to the number opleethat would be prepared to claim
benefits with deductions for early retirement asduemptions relating to the effects of reform
on the number of claimants of disability benefid@pending on how these factors unfold the
projected increase in participation by 2030, wHenretirement age changes are fully phased
in, lies between 15,5 and 38,6 percentage pointhéage group 60 to 64 years old over and
above the increase that is projected in the reterecenario due to cohort and other effects.
The low case scenario would imply a participatiaterof 61,5 per cent which would largely
be consistent with the rate of around 70 per canthfe broader 55 to 64 age group considered
in the discussion in this section.
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Figure 3: Participation rates in 2007, projected chnges in overall participation rates and
estimated impact of pension reform, 2020 & 2060.
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6: Conclusion

Europe and the United States are facing differeygirg prospects providing different
contexts for pension policy. Even though the U.8.see a substantially stronger increase in
the number of people of retirement age (65 plu§)1% have and will continue to have a
higher dependency ratio due to a different trenthensize of the population of working age.
Over the next few years EU15 will see a slightlgreasing population of working age
whereupon decline will set in. In 2050 EU15 wiliMeal6 million fewer people of working
age while the U.S. is projected to have close tonrbllon more. Relations between the
countries within EU15 will change in that the lasgdecline will be concentrated in Germany
and Southern Europe while high fertility France dimel United Kingdom will have stable or
perhaps even growing populations. Projections asedb on assumptions. If inward migration
turns out to be more in line with the projectionghe 2006 EC Ageing Report, the working
populations in Italy, Spain and the UK will be mustmaller than the latest 2009 projection
indicates. If German fertility in the years to comveuld shift to the level that is currently
found in France, the decline in the working ageytagion would be about forty per cent less
than current projections suggest (Fuchs and SGh2@96).

Overall we will see a substantial change in the egmposition of the population with a
strong decline in the “prime age working populatig®5-54) and a strong increase in the
“older population of working age” (55-64). In thad2000s the relation of the two groups
was three percentage points higher in EU15 thatimenU.S. (calculated from Toossi 2006
table 2 and data from the EC 2009 Ageing Reponttill2020 we see an increase in both
places leading to a certain convergence so thae thvdl be a little more than 33 “old”
working age persons for every 100 “prime aged” @essn EU15 and the U.S. But from 2020
onwards the two continents will undergo divergirgjdctories. While the U.S. is projected to
experience a certain rejuvenation of the working @gpulation, a process of accelerated
obsolescence sets in in EU15. By the mid 2020s B8/ Jf0jected to have 37 “old” persons
for every 100 prime aged with Germany and Italydieg the way with a ratio of 44 and 40,
respectively.

The age group 55-64 is of course exactly the gtbap European policy makers in the past
have strongly encouraged to leave the work fordeawAng a fraction of the older working
population to withdraw from the labour market mayvé been feasible at a time when there
were 100 prime aged workers for a limited numbeoldfworkers but with the prospect of a
simultaneously declining and ageing working ageutatppn as well as an increase in life
expectancy, policies aiming to reduce the potentiark force are no longer deemed
sustainable. Since the 1990s policy makers haveeftire increasingly aimed to prolong
rather than to shorten the labour market attachroealder workers. At the European Union
level and in the different member states, increpgie participation and employment rates of
older workers have moved to the center of poliagrires. In the past few years European
pension politics has entered a new phase externtlengipper age boundary of the working
population to including the 65 and 66 olds.

Following the example of the 1983 Reagan pensitorme Europeans have increased or are
in the process of increasing the normal retirenaget to 67, with Germany being one of the
first countries to follow the American example.G@rmany, increasing the retirement age to
67 will increase the 2030 working age population2h§ million people (Bomsdorf 2008)

which will be equivalent to an increase in the wiogkage population of almost 5,5 per cent.
If the projections conducted by the European Corsimisteam materialize pension reform
will add about 4,5 million labour market participarby 2020 and a further 1,9 million that

31



otherwise would have joined the ranks of the ecdoalhy inactive (calculated on the basis of
data in the 2009 Ageing reports). That would helgréase labour supply in the 11 countries
that have implemented reform.

With some modification in the details, the genasdumption on unemployment was the
projection that structural unemployment rate shaaldain unchanged over the projection
period. On this basis projections of employmentloanierived from the projections of
participation. In 2007 the EU target of an emplogtmate of 50 per cent for older workers
was not achieved by the EU15 area and only by &gHt5 countries. Further increases in
those countries that have already passed the tiideahd with further countries reaching the
threshold, by 2015 a rate of 53 and by 2020 aaB%® per cent are projected to be achieved.
Only Belgium, Greece, France and Austria are ptegeto have rates below 50 per cent by
2020 (EC 2009 Table A130).
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Annex: US and EU15 data on labour market participaton 1950 to 2010

This annex briefly describes the sources of thenaesés of labour market participation 1950
to 2010 that forms the basis of our discussiorettien four of the chapter. In contrast to the
United States, Europe does not have a long timesseroviding estimates of age and sex
specific participation rates on a consistent ba&isystematic inter-European labour force
survey only began in 1983 based on new 1982 IL@meaeendations. Concerning only EU
countries, a full EU15 data set is only been atgldrom 1995 onwards. A long view of
trends in labour market participation — or any otlabour market issue — therefore needs to
consult and draw on a variety of different sourd@sor to the EU initiative a number of
individual European countries carried out their osunveys based on national definitions.
Population censuses are a further source of infoman labour market participation. These
have the advantage of large sample sizes but nitae than not are questions pertaining to
labour market participation not as clearly spedifas in modern labour force surveys.

ILO, OECD, and Eurostat have data bases contagstigates of labour market participation.
While Eurostat only contains estimates based sroitn survey, ILO and OECD also publish
estimates back in time based on country-source ttiatahave been submitted by national
statistical authorities. Our data set — coverinmgehperiods - draws on information from all
three institutions and in a number of instancesnwvastimates have been missing and/or
different sources gave different information nasibsources, authorities and experts have also
been consulted. Figures 2A & 2B in the text andeartables 1A & 1B and 2A & 2B display
the main trends in participation based on our Bataour discussion draws on the full data set
that we have put together.

A: 1950, 1960, 1970Data for these years are from ILO (2004) wherelgyghmary sources
in most instances appear to have been populatimsuses.

B: 1970-1983.The estimates for these years are based on a nwhidferent sources. In
several instances, we have also needed to imps&ngivalues and to split age groups when
published estimates have only been available foader age bands. Briefly summarized we
have taken these steps: First, for Finland, FraGegmany, Ireland, Italy, the Netherlands,
Portugal, Sweden, and the US estimates have baameth from the OECD online labour
force data base. With the revision/update of tha tase in June 2011, OECD removed the
French estimates from its online facility. Secoblajted Kingdom data were obtained from
OECD (1990). This publication also contains thenestes from the OECD online data base,
incl. the French data that have now been removéird,T Austrian estimates have been
obtained from national sources (Mitterndorfer 20B8ndesanstalt Statistik Osterreich 2010)
with an adjustment having been made on the bastheokstimates in ILO (2004). Fourth,
Danish estimates have been obtained from origioalintry-source tabulations available
online on the ILO website (ILO 2011). Fifth, we leawvot succeeded in finding LFS estimates
for Belgium and Greece. In order to be able togmeaggregate EU15 estimates (e.g. figures
2A & 2B in the main text and the EU15 rows in antales 1A & 1B), we have computed
annual rates for Belgium and Greece by way of lineterpolation using the estimates for
1980 and 1970 presented in ILO (2004). Austria, rbark, and Portugal only began their
labour force surveys in 1974. For these countioedte years 1970-1973 we have followed
the same procedure as for Belgium and Greece ktht avbase in the 1974 estimates. In
summary, discounting Belgium and Greece, from 1®ndvards we have labour force
participation estimates for twelve out of fourtdeld15 countries in addition to the US. In 11
instances, the estimates are from labour forceegsrvirish estimates are from population
censuses but since they are included in the oIBED data base and in OECD (1990), we
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assume that the survey questions on which thepased are in keeping with the questions
asked in the contemporary labour force surveygheracountries.

1984-2010.0ur estimates for these years have as a starting peen taken from the ILO
dataset “Labour Force Participation Rates 19800@092 (obtained 10 June 2010). The ILO
estimates have been checked against the estimatgdaygd in the OECD and the Eurostat
data bases (OECD 2011, Eurostat 2011). Differehess been discussed with Jean-Michel
Pasteels from the ILO Department of Statistics witl Pascal Marianna from the OECD as
well as a number of national experts. The ILO d#tasntains estimates for all years while
coverage of the early years is more limited in EBostat and OECD data bases. US
estimates are the same in both ILO and OECD; Eatrastes not include US data. Eurostat
only gives estimates for 1983 onwards with gapsHortugal and Spain (1983-1985), for
Austria, Finland, and Sweden (1983-1994) and ththé&ands (1984 & 1986). While the
switch to the EU based survey only meant a ratingitdd break in the frameworks of the
established surveys in Finland and Sweden, thelswilit Austrian data on a completely new
conceptual footing, in that the traditional Austriaurvey had been based on social status
rather than participation. A survey respondent datihg that he/she was a
student/housewife/pensioner would be classifietheing out of the labour force no matter
how many hours he/she would work. With the exceptwd Austria and Ireland, OECD
provides estimates for all countries from 1984 amisaand for some countries 1980-1983
(see also point B above). ILO data are largelytidahto Eurostat data for those years where
Eurostat provides data with some outliers in indliigl years when the estimates from the two
sources then differ (taken account of in our dismrs of trough and peak years). For those
years where there are no Eurostat data, ILO appeatsave estimated rates based on
conventional national surveys, but linking thesesawith the Eurostat data. OECD estimates
differ somewhat more, especially for the Netherlandhere more or less entirely different
estimates are presented.

34



Annex Table 1A: Changes in participation rates, men, 1970 to 1982

Age Group 55-59 Age Group 60-64 Age Group 65 plus
Rate in Change Change Rate in Change Change Rate in Change Change

Base Year base year 70-82 74-82 base year 70-82 74-82 base year 70-82 74-82
Denmark 1974 88,1 -3,6 -1,3 76,3 -25,9 -24,5 21,9 -8,7 -8,9
Finland 1970 80,2 -11,6 -10,0 67,0 -23,5 -15,5 41,0 -25,8 -18,9
Sweden 1970 90,8 -3,6 -2,0 79,5 -11,2 -6,3 28,9 -15,7 -8,9
Austria 1974 83,1 -8,8 -6,3 39,2 -22,9 -14,3 5,8 -3,3 -1,9
Belgium
France 1970 82,9 -7,3 -6,8 68,0 -28,0 -23,0 19,5 -13,5 -8,8
Germany 1970 88,5 -6,5 -3,7 71,9 -28,1 -19,5 17,2 -11,1 -6,2
Netherlands 1971 91,5 -16,8 -12,6 73,7 -36,1 -28,6 11,3 -7,5 -5,0
Greece
Italy 1970 75,1 -2,5 -2,4 48,2 -11,4 -6,0 12,9 -4,5 -2,0
Portugal 1974 85,0 -10,9 -7,5 77,8 -23,0 -15,7 41,1 -27,7 -18,3
Spain 1972 90,4 -7,1 -4,6 77,7 -16,4 -13,2 25,9 -17,0 -6,1
Ireland* 1971 94,0 -9,2 87,6 -14,5 43,9 -20,1
UK 1970 95,3 -8,7 -6,4 86,7 -22,5 -18,2 20,1 -10,8 -7,3
USA 1970 89,5 -7,6 -3,7 75,0 -17,8 -10,6 26,7 -8,9 -4,5
EU15** 1970 85,1 -6,9 -4,9 69,0 -19,5 -14,2 23,3 -12,2 -7,7
Std. Dev:** 1970 7,6 -0,4 0,2 14,9 0,2 -0,4 13,3 -6,5 -4,4

Note: All data are from LFSs except for Ireland tfat is based on population census information.

Different sources give inconsistent information atbBelgium and Greece (ILO 2004, ILO 2011 censbsii&tions).

Base year = first year with LFS-Data or year ddtftensus (Ireland). Ireland covers 1971-1981.

** Unweighted averages of EU15 countries, excl. &mbourg. Missing values incl. values relating targeprior to the different base years and to Betgiund Greece
have been imputed.
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Annex Table 1B: Changes in participation rates, women, 1970 to 1982

Age Group 55-59 Age Group 60-64 Age Group 65 plus
Rate in Change Change Rate in Change Change Rate in Change Change

Base Year base year 70-82 74-82 base year 70-82 74-82 base year 70-82 74-82
Denmark 1974 50,0 7,0 2,7 32,6 -0,9 -3,6 5,4 -2,1 -1,9
Finland 1970 58,3 3,0 1,9 31,3 -0,8 1,6 11,0 -5,8 -3,5
Sweden 1970 52,8 19,3 12,8 35,8 10,4 10,1 8,7 -4,4 -2,1
Austria 1974 31,6 -6,7 -5,3 12,3 -5,1 -3,6 1,8 -0,6 -0,3
Belgium
France 1970 46,0 0,0 2,2 34,3 -10,9 -8,3 8,6 -6,2 -3,8
Germany 1970 36,4 4,3 2,8 20,4 -7,8 -4,3 6,1 -3,1 -2,2
Netherlands 1971 17,7 0,3 0,0 11,8 -4,1 -3,5 2,2 -1,5 -1,1
Greece
Italy 1970 16,4 3,4 2,4 10,6 3,6 5,2 2,6 0,6 1,1
Portugal 1974 34,7 8,3 0,3 27,4 3,0 -3,4 11,7 -5,2 -4,6
Spain 1972 24,8 -2,7 -4,0 19,1 -1,8 -4,9 7,7 -4,7 -1,3
Ireland* 1971 21,8 -0,3 20,7 -3,4 11,3 -6,5
UK 1970 50,1 3,6 1,8 27,9 -6,0 -6,8 6,4 -2,9 -1,7
USA 1970 49,0 0,6 2,2 36,1 -2,7 0,0 9,7 -1,8 -0,3
EU15** 1970 33,9 3,0 1,4 21,7 -1,8 -1,7 6,8 -3,1 -1,9
Std.Dev:** 1970 14,4 3,4 2,5 8,9 1,7 1,2 3,5 -1,5 -1,0

Note: All data are from LFSs except for Ireland tfat is based on population census information.

Different sources give inconsistent information atbBelgium and Greece (ILO 2004, ILO 2011 censbsii&tions).

Base year = first year with LFS-Data or year ddtftensus (Ireland). Ireland covers 1971-1981.

** Unweighted averages of EU15 countries, excl. &mbourg. Missing values incl. values relating targeprior to the different base years and to Betgiund Greece
have been imputed.
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Annex Table 2A: Changes in participation rates, men, 1984 to 2010

Age Group 55-59 Age Group 60-64 Age Group 65 plus

Year of 1984 1984 to | Minimum | Year of 1984 1984 to | Minimum | Year of 1984 1984 to | Minimum

Minimum minimum to 2010 | Minimum minimum to 2010 | Minimum minimum to 2010
Denmark 1996 83,1 -4,2 6,8 2000 49,9 -10,6 10,1 1999 13,3 -10,4 7,0
Finland 1996 65,1 -7,0 17,9 1995 38,0 -16,3 22,7 | 2002 /2004 12,0 -8,0 7,0
Sweden 1994 87,4 -4,7 5,6 2000 65,7 -12,3 17,4 1985 11,3 -0,1 5,5
Austria 1994 72,9 -11,2 11,6 1998 19,5 -7,8 19,0 1988 2,5 -0,7 5,9
Belgium 1993 63,6 -14,8 17,4| 1998 /2002 26,8 -10,2 10,6 1998 3,0 -1,5 1,7
France 2000 62,6 -4,1 10,7 | 1998/1999 26,6 -15,7 9,3 2001 4,8 -3,3 0,9
Germany 1993 79,4 -8,6 14,0 1994 35,1 -6,8 25,4 2003 5,7 -1,6 1,6
Netherlands 1996 65,8 -5,7 24,9 1996 29,3 9,1 29,5 2000 6,6 -2,3 51
Greece 2002 77,8 -6,5 3,7 2004 56,8 -13,8 1,3 2009 17,2 -10,7 -0,2
Italy 2001 70,2 -17,9 16,1 2005 37,7 -8,9 1,8| 1998 /2000 9,2 -3,6 0,1
Portugal 1995 75,3 -4,9 2,9 2005/2010 60,7 -11,2 0,0 1986 23,5 -4,7 3,4
Spain 1995 79,3 -7,9 8,2 1999 57,0 -17,4 7,0| 1997 /1998 7,2 -4,9 0,4
Ireland 1998 83,0 -11,2 2,4 1997 68,1 -16,1 3,2 2004 19,9 -6,2 0,2
UK 1995 82,0 -8,3 7,2| 1996 /1998 56,4 -6,9 8,4 2001 8,3 -1,1 4,1
USA 1994 80,2 -3,3 1,6 1994 56,1 -3,3 7,2 1993 16,3 -0,7 6,5
EU15 Av 74,8 -8,4 10,7 44,8 -11,8 11,8 10,3 -4,2 3,1

Note: Age group 65 plus includes the age group 65-9@liccountries except for Sweden and Finland whieeedata concern the age group 65-74 year of age.

Sources: ILO (2010) and OECD (2011).
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Annex Table 2B: Changes in participation rates, women, 1984 to 2010

Age Group 50-55

Age Group 55-59

Age Group 60-64

1984 1984 to 1997 to 1984 1984 to year | Year with 1984 1984 to year | Year with
1997 2010 with male "minimum" with male "minimum"
"minimum" | to 2010 "minimum" | to 2010
Denmark 66,9 6,1 12,3 56,2 -0,5 22,2 26,7 -3,0 8,6
Finland 79,5 3,1 5,2 61,0 -4,6 23,5 32,6 -14,7 24,1
Sweden 85,3 2,9 -0,2 73,6 4,1 4,3 47,1 -0,6 12,3
Austria 50,0 9,5 18,0 29,7 -2,7 25,3 6,5 1,8 6,5
Belgium 32,0 12,1 25,7 16,3 3,3 26,1 6,5 -1,8 10,3
France 56,6 13,7 11,0 40,3 5,9 15,2 15,9 -5,2 7,0
Germany 49,2 19,4 12,3 39,6 1,9 28,8 11,5 -2,5 26,5
Netherlands 35,5 16,1 24,7 21,4 9,2 30,6 7,7 1,7 18,4
Greece 38,1 1,1 17,4 28,9 1,5 10,7 22,0 -2,5 1,7
Italy 31,2 5,2 21,4 19,8 4,5 17,5 10,6 -1,2 2,9
Portugal 46,4 13,5 15,1 38,5 3,6 14,2 26,9 11,0 -0,3
Spain 25,1 12,4 29,2 22,3 2,3 24,4 16,5 -1,3 12,1
Ireland 28,7 10,9 26,2 21,8 8,8 25,4 15,3 2,2 15,8
UK 65,7 12,6 2,6 50,7 51 12,0 21,1 4,0 9,0
USA 59,4 14,1 1,1 49,8 9,4 9,2 33,4 4,4 12,9
EU15 Average 49,3 9,5 16,0 37,2 3,0 20,0 19,1 -0,9 11,1

Note: The different years with male ,minimums* are dégged in annex table 2A.
Note US: 1984 — 195: 11,3 ; 195to 2010: 3,9
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