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pensions at a Glance provides a range of indicators for comparing
persion 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. Four special chapters
(Chapters 1 to 4) provide deeper analysis of recent pension reforms,

the role of first-tier pensions, the impact of short and interrupted

careers and the sensitivity of future replacement rates to parametric
changes.) &35 % ( Executive summary This edition of Pensions at
a Glance reviews and analyses the pension measures enacted or
legislated in OECD countries between September 2013 and
September 2015. It provides an in-depth review of the first layer of

protection of the elderly, first-tier pensions, across countries and
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FOREWORD

Foreword

'1-;11'3 sixth 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. Four special chapters (Chapters 1 to 4) provide deeper analysis of recent
pension reforms, the role of first-tier pensions, the impact of short and interrupted careers and the sensitivity of
future replacement rates to parametric changes.

This report was prepared by the pensions team in the Social Policy Division of the OECD Directorate for
Employment, Labour and Social Affairs. The team comprises Hervé Boulhol, Anna Cristina D’Addio,
Kristoffer Lundberg and Andrew Reilly. National officials — particularly delegates to the OECD Working Party on
Social Policy and members of the OECD pension expert group — provided active and invaluable input to the
report. For OECD countries, the results of the OECD pension models have been confirmed and validated by
national authorities.

Chapter 1 on “Recent pension reforms” was written by Kristoffer Lundberg. Chapters 2 and 4 entitled
“The role of first-tier pensions” and “Sensitivity of replacement rates to the model parameters”, respectively,
were written by Andrew Reilly. Anna Cristina D’Addio wrote Chapter 3 on “How incomplete careers affect
pension entitlements”. Hervé Boulhol was responsible for the enhancement and the revision of these chapters.
Chapters 2 and 3 were edited by Ken Kincaid. Marléne Mohier prepared the manuscript for publication.

The indicators related to private pensions were mainly provided by the OECD’s private-pensions unit in the
Directorate for Financial and Enterprise Affairs: Pablo Antolin, Stéphanie Payet and Romain Despalins.

The report has benefited from the commentary of many national officials and colleagues in the OECD
Secretariat, notably Mark Pearson, Monika Queisser and Stefano Scarpetta. It is a joint project co-financed by
the European Commission and the OECD.
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Pensions at a Glance 2015
OECD and G20 indicators
© OECD 2015

Executive summary

This edition of Pensions at a Glance reviews and analyses the pension measures enacted or legislated
in OECD countries between September 2013 and September 2015. It provides an in-depth review of
the first layer of protection of the elderly, first-tier pensions, across countries and assesses the impact
of short careers on pension entitlements. This edition analyses also the sensitivity of future
replacement rates to parametric changes. As in past editions, a comprehensive selection of pension
policy indicators is included as well as profiles of the pension systems for all OECD and G20 countries.

The aftermath of the global economic crisis continues to strain pension systems

The economic recovery remains sluggish in most OECD countries and, as a consequence,
pension contributions remain low while fiscal pressure adds urgency to reforming public pension
systems. Going forward, the likely protracted uncertainty in financial markets, low returns and
record-low interest rates cast doubts on the ability of defined-contribution systems and annuity
schemes to deliver adequate pensions. These challenges are compounded by population ageing,
which is accelerating in many countries.

However, despite remaining slack in many countries, the average employment rate of people
aged 55 to 64 years increased by 7 percentage points in the decade to 2014. Yet, the average effective
age of labour market exit remains substantially below the normal retirement ages in several
countries. Workers stay the longest in the labour market in Korea, Mexico, Iceland and Japan; men
exit the soonest in France and Belgium while women leave the earliest in the Slovak Republic, Poland
and Slovenia.

Renewed efforts to improve the financial sustainability of pension systems

About half of OECD countries have taken measures to improve the financial sustainability of
their pension systems over the past two years. Benefits were mostly reduced by switching to less
favourable indexation but not cut in absolute terms. The finances of pension systems were also
improved by raising taxes and contribution rates in defined-benefit systems. Despite tight
constraints on the financing side, efforts have been made to improve the adequacy of retirement
income for targeted groups in about one-third of countries.

The main objective of recent reforms was to delay retirement by raising the statutory retirement
age, tightening early retirement provisions, and increasing incentives to work longer. These changes
might entail distributive effects, however, as work ability at older ages and remaining life expectancy
can vary between different socio-economic groups.

The retirement age will increase from 64.0 on average in the OECD in 2014 to 65.5 by 2060 based
on current legislation. Men entering the labour market at age 20 will still be able to retire before 65 in
Slovenia, Luxembourg, Greece and France. Only in Chile, Israel and Switzerland will women be able
to retire before men.
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1. RECENT PENSION REFORMS

Figure 1.3. Poverty has shifted from the old to the young across OECD countries
Relative poverty rate of the entire population in each year = 100, mid-1980s to 2013 or latest year available
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Note: OECD un-weighted average for 18 OECD countries for which data are available from the mid-1980s: Canada, Denmark,
Finland, France, Germany, Greece, Israel, Italy, Japan, Luxembourg, Mexico, the Netherlands, New Zealand, Norway, Sweden,
Turkey, the Umted Kingdom and the Urnited States.
Source: OECD Income Distribution Database, www.oecd org/social/incame-distribution-database him; DECD (2014), Income Inequality Update
~ June 2014, OECD Publishing, Paris, www oecd.org/els/soc/OECD2014 “Income-Inequality-Update pdf,

StatLink #zm http://dx.doi.org/10 1787/888933300231

This shift might translate into more or less severe difficulties later on in life. Being not in
employment, education or training (NEETS) for a long period at an early stage in the career could be
detrimental to the labour market trajectory, family formation, health outcomes and eventually to
retirement income. Chapter 3 has a special focus on how incomplete careers and in particular late
entrance into stable employment might affect pension entitlements.

Key findings

Most OECD countries have been active in changing their pension system since the last
publication of Pensions at a Glance (OECD, 2013). Efforts were mostly driven by the widespread need for
fiscal consolidation, and a majority of countries indeed implemented reforms to improve the
financial sustainability of their pension systems. Some countries have done so while maintaining or
improving retirement income adequacy, at least for some population groups.

Improving financial sustainability

® The most popular measure was to strengthen the incentives to work by increasing the minimum
retirement age and/or the main retirement age, thereby enlarging the contribution base while
preserving adequacy for those who are able to work longer.

e Almost no country resorted to direct nominal benefit cuts. When benefits were directly reduced,
this only happened by switching to a narrower targeting, or by introducing adjustments in the
initial pension benefit for new retirees.

® A much larger number of countries changed the indexation of pension benefits to less generous
uprating mechanisms.

@ Many countries raised revenues by increasing taxes or contribution rates in defined-benefit
systems.

@ Measures to curb pension administration costs were quite common,
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