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Foreword
This seventh edition of Pensions at a Glance provides a range of indicators for comparing pension policies and their outcomes between OECD countries. The indicators are also, where possible, provided for the other major economies that are members of the G20. Two special chapters (Chapters 1 to 2) provide a deeper analysis of recent pension reforms and flexible retirement opportunities within OECD countries.
This report was prepared, under the general supervision of Gabriela Ramos, OECD Chief of Staff and Sherpa to the G20, by the pensions team in the Social Policy Division of the OECD Directorate for Employment, Labour and Social Affairs: Boele Bonthuis, Hervé Boulhol, Maciej Lis and Andrew Reilly. National officials –particularly delegates to the OECD Working Party on Social Policy and members of the OECD pension expert group– provided invaluable input to the report. For OECD countries, the results of the OECD pension models have been confirmed and validated by national authorities.
Chapter 1on “Recent pension reforms” was written by Boele Bonthuis. Chapter 2entitled “Flexible retirement in OECD countries” was written by Boele Bonthuis and Andrew Reilly. The indicators in Chapters 3 to 7 were computed by Andrew Reilly. The indicators related to private pensions were provided by Romain Despalins and Stéphanie Payet from the OECD’s private-pensions unit in the Directorate for Financial and Enterprise Affairs. Hervé Boulhol led the team and was responsible for revising and enhancing these chapters. Chapter 2 was edited by Alexander Pick. Marlène Mohier prepared the manuscript for publication.
The report benefited from extensive comments by Monika Queisser, Head of the Social Policy Division, especially in Chapter 2. We are grateful to many national officials and colleagues in the OECD Secretariat, notably Pablo Antolin, Manuel Flores, Christian Geppert, Maciej Lis, Marius Lüske, Tomoko Onoda, Stéphanie Payet, Mark Pearson, Stefano Scarpetta and Anne Sonnet, for their useful comments. It is a joint project co-financed by the European Commission and the OECD.

Editorial: Flexibility or the comeback of early retirement?
Few reforms are as contested as raising the retirement age. It is a key marker of when a society finds it normal to stop working and acceptable to draw a pension; it also signals when workers can expect to retire; and it is a threshold for many employers that indicates when their workers are expected to leave their company.
Population ageing and financial sustainability concerns have created pressures on policy makers to raise the retirement age, even if most people do not like this. Employment opportunities for older workers are increasing and people are living longer and healthier lives and thus could spend more years in retirement. Nevertheless, there is still strong resistance to higher pension ages in many countries.
Why is it so unpopular to work longer even among people with longer life expectancy and in good health? Is the proposition of retirement and leisure so much more attractive than work, even if working longer is rewarded with higher pensions? Does it perhaps make no economic sense to work longer? Or are people being pushed out of work by their employers who do not see the benefits of keeping older workers on board?
The answer is likely a mix of all of these factors. Older workers are a diverse group; people have different preferences on how and when to move from work to retirement. Some are able and motivated to work for longer, perhaps for the income, or the social interactions that work brings, or simply because they like their job. Others want to stop working earlier because of health issues, to pursue other interests or, as is increasingly the case, to care for elderly relatives or grandchildren.
It is thus not surprising that calls for more flexible retirement rules are re-surfacing in the public debate, often with a different connotation than in the past. Now many people are asking for some form of combining pensions and work, for example drawing a partial pension and continuing to work on a reduced schedule. A recent survey, for example, suggests that almost two-thirds of EU citizens say it appeals more to them to combine a part-time job and partial pension than to fully retire. Often, people want to work beyond what is considered the “normal” pension age. But flexibility can also mean retiring earlier, with reduced pension benefits supplemented by earnings from work.
From a government perspective, flexible retirement is a two-edged sword. On the one hand, it can increase people’s well-being by allowing them to combine work and a partial pension if they wish and it may entice some people to work longer. This, in turn, can help increase workers’ future pensions. Working longer will also contribute to greater economic growth and higher tax revenues, especially in countries faced with rapid population ageing. On the other hand, introducing flexible retirement carries risks, as individuals may underestimate their financial needs in retirement and thus choose to leave early with reduced benefits and find themselves later at risk of old-age poverty. And there are equity considerations as well: early retirement might not be a feasible option for those with lower pensions, unlike the better-off, who may be able to retire early and spread their pension over a longer period.
As the analysis in this edition of Pensions at a Glance shows, there are many factors that enter the retirement decision: the set-up of pension systems, how much is paid at which age, and whether it pays off to work longer. Our findings suggest, however, that in many OECD countries, pension rules are such that flexible retirement is possible and not discouraged.
So why has individual uptake of flexible retirement been so low? The answer is that there are other barriers outside the pension system that limit people’s autonomy in deciding when to retire. Age discrimination among employers is still widespread, due to prejudice about older workers’ productivity and ability to adapt to new challenges or to age-related wage mechanisms that increase the costs of keeping older workers. Part-time work at older ages is still rare and often mandatory retirement rules enable employers to terminate contracts at a certain age.
To give workers true choice over their future in work and retirement, pension policy measures should be complemented with wider labour market policies. People need clear and honest information on the benefits they can expect to receive under each scenario to make informed choices. Early retirement can carry risks and these need to be fully understood. Employers should be encouraged to provide more flexible work solutions to workers wishing to prolong their career at older ages. In the context of population ageing and looming labour shortages in some countries this need is urgent. Only under such conditions can pension policy respond to demands for flexibility without jeopardising people’s economic security in old age.
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Stefano Scarpetta
Director, OECD Directorate for Employment, Labour and Social Affairs
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Greg Medcraft
Director, OECD Directorate for Financial and Enterprise Affairs

Executive summary
This edition of Pensions at a Glance reviews and analyses the pension measures enacted or legislated in OECD countries between September2015 and September2017 and provides an in-depth review of flexible retirement policies. As in past editions, a comprehensive selection of pension policy indicators is included for all OECD and G20countries.
Pension reforms have been fewer and less widespread than in previous years
Since 2015, the pace of pension reforms in OECD countries has slowed and reforms have been less widespread. Improving public finances have eased the pressure to reform pension systems. However, some countries have changed retirement ages, benefits, contributions or tax incentives. Canada, the CzechRepublic, Finland, Greece and Poland took far-reaching measures, with some of them reversing previous reforms.
Over the last two years, the statutory retirement age was changed in six countries. About one-third of OECD countries changed contributions and another third modified benefit levels for all or some retirees. Based on legislation, the normal retirement age will increase in about half of OECD countries, with links to life expectancy in Denmark, Finland, Italy, the Netherlands, Portugal and the Slovak Republic. On average, the normal retirement age will increase by 1.5years for men and 2.1years for women, reaching just under 66years around 2060. This means that, on average, the retirement period will increase relative to people’s working lives.
Three countries have future retirement ages over 68years: Denmark, Italy and the Netherlands. By contrast, the normal retirement age will remain below65 only in France, Greece, Luxembourg, Slovenia and Turkey for full-career workers. Moreover, only Israel, Poland and Switzerland will maintain a gender gap in the retirement age.
Concerns about the financial sustainability of pension systems and retirement income adequacy remain, given the projected acceleration of population ageing, higher inequality during the working age and the changing nature of work. Past reforms addressing financial sustainability will lower pension benefits in many countries.
The net replacement rate from mandatory pension schemes for full-career average-wage earners entering the labour market today is equal to 63%, on average in OECD countries, ranging from 29% in the United Kingdom to 102% in Turkey. Replacement rates for low-income earners are 10points higher, on average, ranging from under 40% in Mexico and Poland, to more than 100% in Denmark, Israel and the Netherlands.
In non-OECD G20 countries, South Africa has a very low projected net replacement rate, of 17% for average earners from the mandatory component. By contrast, future net replacement rates are higher than 80% in Argentina, China and India. Of these countries only Indonesia implemented a major reform over the last two years by introducing a mandatory defined benefit pension scheme.

Flexible retirement: what it means, why it matters
Flexible retirement is the ability to draw a pension –full or partial– while continuing in paid work, often with reduced working hours, or to choose when to retire. Longer lives, the increasing diversity of work trajectories and the growing desire for more autonomy in the retirement decision are motivating calls for rules that allow individuals to decide when and how to retire.
Many workers want greater retirement flexibility. However, take-up rates are relatively small. In Europe, about 10% of individuals aged60-64 or 65-69 combine work and pensions. And about 50% of workers older than 65 work part-time on average in OECD countries; this share has been stable over the past 15 years.

Steps to improve flexible retirement opportunities
Most OECD pension systems allow combining work and pensions after the normal retirement age, albeit with some disincentives. In Australia, Denmark, Greece, Israel, Japan, Korea and Spain earnings limits apply, beyond which pension benefits are reduced. In France, working pensioners fully withdrawing their pension do not earn any additional pension entitlements despite paying contributions.
The situation is more complex before the normal retirement age. Flexibility to retire fully before the normal retirement age is strongly restricted in more than half of OECD countries. In another fifteen countries, retiring a few years early is allowed and pension benefits are reduced in line what is justified by actuarial principles.
While eleven countries allow combining work and early pension within some limits, few have early partial retirement. Whether pensioners would benefit from enhanced partial retirement opportunities depends on their capacity to make well-informed choices to avoid jeopardising their final retirement incomes. Financial literacy plays an important role in that respect.
Barriers to flexible retirement also exist outside the pension system, especially in the labour market or in cultural acceptance of part-time work, limiting the freedom in retirement decision.
Postponing retirement will lead to higher pension entitlements in the vast majority of countries. In Estonia, Iceland, Japan, Korea, and especially Portugal, the financial incentives to continue working after the retirement age are large and go beyond the increases that would be justified to compensate for the shorter retirement period.
Chile, the Czech Republic, Estonia, Italy, Mexico, Norway, Portugal, the Slovak Republic and Sweden offer flexible retirement for the baseline OECD case. These countries allow: combining work and pensions flexibly after the retirement age, in particular without any earnings limitations; reward postponing retirement; and, do not heavily penalise retiring early. In Italy and the Slovak Republic, however, people entering the labour market today will only be offered flexibility at ages higher than 67 and 66years, respectively.
Real choice in making the retirement decision means that postponing retirement should be sufficiently rewarding to compensate for lost pension years; on the other hand, retiring a few years before the normal retirement age should not be overly penalised. However, flexibility should be conditional on ensuring the financial balance of the pension system, which implies that pension benefits should be actuarially adjusted in line with the flexible age of retirement. Moreover, some people might underestimate their future needs and retire too early with insufficient future pensions. Policies that de facto restrict early flexible retirement might therefore be needed; the early retirement age should be set high enough to make sure that individuals accumulate sufficient pension entitlements.




Chapter 1. Recent pension reforms1


This chapter looks at pension reforms in OECD countries over the past two years (between September 2015 and September 2017). Most OECD countries have enacted pension reforms since the last publication of Pension at a Glance. However, the reforms have been fewer and less widespread than in previous years with one-fifth of OECD countries taking no policy action. Among the most common reforms are changes in benefits and contributions. In addition, retirement ages are being adjusted in the majority of OECD countries. However, some of these adjustments are a reversal of previously legislated retirement age increases.




1.1. Introduction

In the last few years the pace of pension reforms across the OECD countries has slowed. After the financial crisis and the subsequent sovereign debt crisis in Europe, pension reforms were plenty and widespread, as documented in previous editions of Pensions at a Glance.2 However, even taking into account the progress that has been made, concerns about the financial sustainability and pension adequacy of the current state of pension systems in OECD countries remain.

Continued ageing of societies combined with the changing nature of work puts pressure on both the financial sustainability and the retirement income adequacy of pension systems; in addition, risks of increasing old-age inequality have been building up (OECD, 2017). At the same time, the momentum for far reaching pension reforms might be dwindling. After a decade of stress, improved government finances, potential pension reform fatigue as well as politically volatile times and rising populism are slowing the pace of reform.

Public expenditure on pensions as a percentage of GDP has increased and is expected to rise further in the near future in most OECD countries. For the OECD as a whole, public pension expenditure rose by about 2.5% of GDP since 1990. Currently, Greece and Italy already spend more than 15% of GDP on pensions. However, long-term prospects have improved and the projected pace of spending growth has slowed substantially (see indicators 7.3 and 7.5 in this publication; Fall and Bloch, 2014; European Commission, 2015).3 At the same time, recent reforms will lower replacement rates in many countries due to measures aimed at improving pension finances. This may jeopardise the adequacy of retirement income in some countries, especially for retiring low-skilled and low-paid workers. The long term need to reform is still present in many countries, especially given the ongoing improvements in longevity.

The challenges for financial sustainability and pension adequacy generally call for bold action by policy makers. To keep defined benefit systems financially sustainable a number of measures can be taken. Contributions can be raised, initial benefits can be cut and indexation of pensions in payment can be limited. These measures have been taken in many countries. In many European countries, for example, replacement rates are projected to decline while the financial balance of pension systems is projected to improve in coming decades (European Commission, 2015). Higher contributions might improve financial sustainability and/or pension adequacy but it raises non-wage costs, which in turn may affect net wages and employment depending on how the labour market adjusts over time. In countries where pension contribution rates are low, lower net wages might be acceptable to workers if this preserves or raises retirement income levels in the future.4 By contrast, cutting benefits and limiting indexation endangers pension adequacy, in particular in countries which are already facing low pension income prospects. Against this background, raising the retirement age can be a win-win proposition: it increases the labour force participation of older workers and helps maintain pension levels, at least for those who can actually work longer.

To maintain retirement income adequacy a number of measures can be taken. Apart from raising contributions resulting in higher entitlements, coverage of mandatory schemes can be increased. In most OECD countries, however, there are limits to this strategy since coverage levels among the employed population are already very high. Only countries with a relatively large informal economy can significantly increase pension coverage, but this will require policy packages which extend far beyond pension policies. However, coverage can also be extended to groups that are not systematically covered, such as the self-employed. Moreover, coverage of voluntary private pensions can still be improved in many countries. Adequacy concerns can also be addressed by raising the level of basic and minimum pensions, possibly in combination with relaxing eligibility criteria for such pensions, albeit at a cost and potential risks for financial sustainability.

The changing nature of work in the context of population ageing highlights the importance of continuing to improve pension systems. Most pension systems are still based on the idea that people enter the labour market after finishing school, find a stable full-time job, often staying with the same employer, and retire from that company around age 65. Increasingly, such career patterns appear to be less realistic and may no longer correspond to people’s preferences. Careers are patchier, people switch jobs, different types of contracts are used and different hours are worked. Moreover, technological progress is profoundly transforming the labour market, making some tasks and jobs obsolete and requiring workers to adapt their skills to a rapidly changing environment. For some, labour market positions will be squeesed and jobs will be made redundant. For others, advancing technology combined with greater flexibility will enable work conditions that can be better adapted to people’s profiles and preferences. In the absence of increased redistribution, widening inequality on the labour market will eventually result in widening income inequality in old age. Policies to limit inequality in old-age, going much beyond pension policies, are discussed in the recently released OECD report Preventing Ageing Unequally (OECD, 2017).

In order to implement the needed reforms popular and political support is needed. Cutting benefits, increasing contributions or raising the retirement age, however, are unpopular. Given the significant political clout of older age groups, pension reforms that limit benefits paid over longer periods might be difficult to pass. Economic, financial and budgetary crises are often seen as logical points in time to implement reforms. Indeed, as shown in previous editions of Pensions at a Glance, many pension reforms were passed in times of crisis. However, reforming in a hurry can backfire, and from a macroeconomic perspective this has undesirable side-effects as it tends to amplify economic cycles adding pain in already difficult times. As result, pension reforms may be reversed, which has been occurring in some OECD countries recently. It is therefore important for governments to carefully build support, communicate clearly and take enough time to construct a viable reform plan.

The rest of the chapter is structured as follows. Section 1.2 sets the scene by describing some key indicators, Section 1.3 details the most recent pension reforms and, finally, Section 1.4 concludes.

Key findings


	Most OECD countries have enacted pension reforms since the last publication of Pension at a Glance (OECD, 2015). However, the reforms have been fewer and less widespread than in previous years.


	Reforms will potentially have a large impact on the pension system in Canada, the Czech Republic, Finland, Greece and Poland.


	The retirement age was changed in six countries. Three of them actually reduced the long-term planned retirement age, including the Czech Republic, and Poland where this change will directly lead to substantially lower replacement rates.


	Based on legislated measures, the normal retirement age will increase by 1.5 and 2.1 years on average for men and women, respectively, in the OECD, reaching just under 66 years over the next four to five decades.


	The future normal retirement age varies enormously from 59 years in Turkey (women only) and 60 years in Luxembourg and Slovenia to an estimated 74 years in Denmark.


	The net replacement rate from mandatory pension schemes for full-career average-wage earners is equal to 63%, on average in OECD countries, ranging from 29% in the United Kingdom to 102% in Turkey. Low-income (half the average wage) earners generally have higher net replacement rates than average-income earners, by 10 points, on average across the OECD.


	In non-OECD G20 countries, net replacement rates for full-career average-wage earners range from 17% in South Africa to 99% in India. Only Indonesia implemented a major reform over the last two years by introducing a mandatory defined benefit pension scheme.


	Many countries have introduced automatic links between pension benefits and life expectancy. Funded defined contribution schemes have automatic links through more expensive annuities with increasing longevity, but links also exist in notional defined contribution systems, in point systems (Germany) and in defined benefit schemes (e.g. in Finland and Japan).




Most pension reforms over the past two year were undertaken in the following areas:


	Twelve countries modified contribution rates or limits contributions, by age or income (e.g. Australia, Canada, Hungary and Latvia).


	Twelve OECD countries changed benefit levels for all or specific groups of retirees (e.g. Canada, Finland, France and Greece). This either involved an outright adjustment of rules used to compute benefits, benefit cuts for higher earners, changes of the guaranteed minimum rate of return, of the reference salary, of the pension point value or of wider options for annuitisation.


	Seven countries changed the rules associated with minimum or basic pensions or conditions related to income and means testing (e.g. Germany, Greece and the Slovak Republic). Two countries introduced a minimum or basic pension, and three changed the earnings or asset rules.


	Seven countries, for example Ireland and Israel, changed the tax incentives related to pensions. Among the measures taken are the abolition or implementation of tax exemptions for some categories of earners.


	Five countries, e.g. Japan and Turkey, took measures to increase the coverage of pensions, by using auto-enrolment, lowering or increasing the age at which contributions can be made or removing restrictions on participating in a pension scheme.








1.2. Setting the scene

Part of the reason for falling replacement rates and rising pension expenditure is the increase in longevity. Life expectancy at age 60 has increased from 18.0 to 23.4 years in the OECD since 1970, with gains ranging from 1.5 years in Latvia to 8.7 years in Korea. By 2050, average life expectancy at age 60 is expected to rise to 27.9 years. If retirement ages remain at the same level, more time will be spent in retirement and, with unchanged benefits, pension expenditure will rise. In addition, larger cohorts are entering retirement with the labour market exit of the baby boom generation and fewer people will contribute because of low fertility rates.

Overall, this will significantly raise the so-called old-age dependency ratio. This ratio, defined as the number of individuals older than 65 years for every 100 persons of working age (20 to 64 years), increased from 19.5 in 1975 to 27.9 in 2015 on average in the OECD. It is projected to accelerate and almost double until 2050 to 53.2 (Figure 1.1). It is, however, computed based on fixed age boundaries, and as such only captures demographic shifts. Changes in the effective old-age dependency ratio would be better reflected by adjusting age boundaries proportionally in line with rising effective retirement ages (e.g. by using the ratio of 67+ year-olds over 20-66 year-olds for a future period), which would show a less dramatic increase.



Figure 1.1. The old-age dependency ratio will almost double in the next 35 years on average

Number of people older than 65 years per 100 people of working age (20-64), 1975-2050

[image: graphic]Note: The projected old-age dependency ratios differ based on the sources used. This report is based on UN data for comparison reasons. The largest differences are the following: according to Eurostat the old-age dependency ratio (65+/20-64) would increase by 39 and 19 percentage points between 2015 and 2050 in Spain and Austria, respectively, against 47 and 29 points with UN data. On the other hand, it would increase in Latvia by 33 points based on Eurostat against only 21 points with UN data.

Source: United Nations World Population Prospects: The 2017 Revision.

StatLink  http://dx.doi.org/10.1787/888933633166



Changes in the age structure of the population drive the need for pension systems to continue to adjust. There are two determinants at the heart of this movement. First, fertility is low and is expected to stay below the population replacement levels (slightly above 2.0 births per woman in developed countries), even though the trough seems to have been reached at the beginning of the century, around 1.6 on average in the OECD (indicator 5.1). Second, life expectancy continues to rise, with projections indicating an increase in remaining life expectancy at age 65 of about one year per decade.

To assess the impact of ageing on retirement incomes, it is useful to take a look at current retirees’ incomes. The relative disposable income of older people differs significantly among countries. Those aged over 65 receive less than 70% of the economy-wide average income in Korea and Estonia, but slightly more in France and Luxembourg (Figure 1.2, indicator 6.1). On average, the average income of the age group 65+ is 12% lower than that for the total population. Older age groups (75+) earn significantly less than the 66-75 in all countries except Poland, and also Chile and Luxembourg. Large differences (20 percentage points and more) exist between 66-75 and 75+ in Finland, New Zealand Norway, Sweden and the United States.



Figure 1.2. Average incomes of older people

Disposable incomes of people aged over 65, % of total population incomes

[image: graphic]Note: 2014 or latest available year. All income from employment, self-employment, capital and public transfers are included. Incomes are measured on a household basis and equivalised with the square root equivalence scale to adjust for differences in household size.

Source: OECD Income Distribution Database.

StatLink  http://dx.doi.org/10.1787/888933633185



There are several reasons for the differences between the two age groups. First, a larger share of the 75+ age group is female: women’s life expectancy is higher than that of men and older women often had short careers, resulting in low benefit entitlements. Second, in some countries pension systems are still maturing, meaning that not all older people have been covered during their working lives. Finally, employment rates drop sharply by age; even though employment rates of the 65+ age group is generally low in most OECD countries, it is still higher than employment rates of the 75+ age group.

Despite the large employment gains after age 55 since 2000 (Chapter 2), employment rates still fall sharply after age 60 (Figure 1.3). While in most countries, except Greece and Turkey, more than half the 55-59 year-olds work, this is only the case in half of the countries for the 60-64 and only for Iceland for the 65-69. Given that retirement ages are moving up in many countries it is important that employment follows suit. Extending working lives should therefore be on the forefront of the policy debate.



Figure 1.3. Employment rates fall sharply with age

Employment rates of workers aged 55 to 59, 60 to 64 and 65 to 69 in 2016

[image: graphic]Source: OECD Employment Database.

StatLink  http://dx.doi.org/10.1787/888933633204







1.3. Recent pension reforms

OECD countries have enacted fewer pension reforms per year in the 2015-17 period than between 2009-15. Based on a simple count of the number of measures per year recorded in Pensions at a Glance, there has been a reduction of about one-third between the two periods. Even though such an accounting exercise gives little indication of the extent of pension reforms, it suggests that their pace has slowed. However, some countries have taken considerable steps towards a more financially sustainable pension system while others have improved retirement income prospects. Beyond age measures, the majority of reforms involved either changes in benefits, contributions or tax incentives. Canada, the Czech Republic, Finland and Poland, in particular, took measures with a potentially large impact. Overall, several reforms constituted a reversal of previous action.

Retirement age

Many countries are increasing their retirement age. This can both enhance financial sustainability and – if translated into higher effective retirement ages – pension adequacy. Raising the retirement age in a defined benefit system tends to improve financial balances by boosting contributions and lowering total pension expenditure due to the shorter retirement period implied by the measure. Financial sustainability is not an issue in defined contribution systems but as pension entitlements need to be spread out over a longer period of time if life expectancy increases this automatically reduces pension income levels. This can then lead to boosting expenditure on first-tier pensions, generating public finance pressure possibly beyond the scope of contributory pensions. Increasing the retirement age might help to solve this problem.

During the last two years, several countries have taken steps to gradually increase the retirement age. Three countries have decided to increase the retirement age. Denmark will gradually increase it to 68 in 2030 and Finland from 63 to 65 by three months a year. In the Netherlands the pensionable age to receive a basic pension is increased to 67 and three months in 2022. Conversely three countries decided to reverse previously adopted reforms. Canada chose not to implement the planned increase to 67 for the basic and means-tested pensions, the Czech Republic will no longer increase the pension age beyond age 65 and Poland reversed the planned increase to 67, with retirement ages dropping back to 65 for men and 60 for women. Moreover, in France, changes in rules to compute mandatory occupational benefits imply that the contribution period needed to get a full pension will increase by one year.

When taking into account all past legislated measures, and assuming a full career from age 20 in 2016, the normal retirement age (to become eligible for a full pension) is not planned to increase in 17 countries; three of which, Iceland, Israel and Norway, already have retirement ages of 67 (Figure 1.4).5 However, most countries have previously agreed on fixed step increases for the coming years. Some have gone further and linked retirement ages to life expectancy afterwards: Denmark, Finland, Italy, the Netherlands, Portugal and the Slovak Republic. Based on this baseline scenario, three countries would have a future retirement age larger than 68 years (for the generation having entered the labour market in 2016): Denmark, Italy and the Netherlands. Overall, the future normal retirement age varies enormously from 59 years in Turkey (women only) and 60 years in Luxembourg and Slovenia to an estimated 74 years in Denmark. France and Greece will also have a normal retirement age below 65. On average across OECD countries, the normal retirement age would increase based on current legislation from 64.3 years today to 65.8 years for men and from 63.4 to 65.5 years for women (indicator 3.9). The 1.5-year increase represents slightly less than one-third of expected gains in life expectancy at age 65 during that period, which means about less than half of what is needed to stabilise the balance between the working and the retirement period.



Figure 1.4. Retirement ages will increase in half of OECD countries, men

[image: graphic]Note: Normal pension age is calculated for a man with a full career from age 20. Future refers to the year in which someone is eligible for full retirement benefits from all mandatory components, without reduction, assuming labour market entry at age 20, this year differs by country.

Source: Indicator 3.10.

StatLink  http://dx.doi.org/10.1787/888933633223



The increase in retirement ages over the past decades has contributed to enhancing employment of older workers. Although employment rates still decline steeply with age beyond 50 years, the employment rates of people aged between 55 and 64 have risen remarkably in most OECD countries over the last two decades and on average from 44% in 2000 to 58% in 2016 (indicator 5.7). Increases were larger than 20 percentage points in Austria, the Czech Republic, Estonia, Israel and Italy and larger than 25 points in Germany, Hungary, Latvia, the Netherlands and the Slovak Republic. Even during the global economic crisis where total employment performance was weak, employment rates continued to increase among older age groups.6

Higher employment at older ages broke the declining trend in the average age of labour market exit that had prevailed since the 1960s at least. Over the last 15 years, the average labour market exit age increased by about two years, recovering the levels reached in the early 1990s for men and mid-1980s for women. Yet, it is still lower today than it was 40 years ago when longevity was much lower. The diverging trends between the 1970s and the early 2000s of rising life expectancy and of decreasing labour market exit age – triggering a large increase in the duration of the retirement period – are at odds with the view that poor health is the current key obstacle to higher participation rates...
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