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6. CIVIL SERVICEPENSIONS TOWARD A UNIFIED SYSTEM WITH THE PRIVATE SECTOR

Figure 6.2. Long-term gross replacement rates for civil service and private sector
average earners,entering atage 20 in 2014, %

Civil Servanl o Private sector + Private sector with voluntary

120
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Note: Retirement age (in brackets) isthe same for both civil servants and private sector workers.

Sowrcc: OECD pension models.
StatLink http://dx.doi.org/10.1787/888933426812

also show huge differences, although there is more heterogeneity within that group. The
gap across sectors is large in Iceland, Mexico, Norway, the United Kingdom and the United
States, while they are minimal in Australia and Austria.

In Ireland and Canada, the gap even disappears when voluntary components are tzken
into account. In Ireland, it is even negative although only for those private sector workers who
choose to make a voluntary contribution to the defined-contribution pension; otherwise, the
replacementrate is 35% for avemge earners (against 65% induding the voluntary component),
below that of government workers. Civil servants in Ireland are entitled to a lump-sum
payment at the time of retirement, up to a maximum of 150% of the final annual salary; the
assumption here is that the lump-sum is annuitised in line with the OECD methodology. In
Canada, the voluntary component closes the pension gap from around 30 percentage points
without it to 2 percentage points; both civil servants and private sector workers have in that
case replacement rates around two-thirds of their previous earnings.

In the United Kingdom, even if private sector workers take up the voluntary
component, the civil service replacement rate is still over twice that in the private sector.
Without this voluntary component itisnearly five times the level applying to private sector
workers (who then rely solely on the basic pension, for which civil servants are also
eligible). The United Kingdom has changed the civil service pension scheme more than any
other country over the last 20 years, with a total of four different schemes still being
applicable to many current workers. The pension has changed from a final salary scheme
underboth the Classic and Premium schemes to a career average scheme as under Nuvos
and Alpha (for details of the four schemes, see Annex 6.A1). The retirement ages have also
increased considerably, with members of Classic able to retire with a full pension
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52.5%
51.0%
49.5%
48.0%
46,5%
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43.5%
42.0%
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68.0%
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45.0%
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43.5%
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55.5%
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48.0%
46.5%
45.0%
43.5%
42.0%
40.5%
39.0%
37.5%
36.0%
34.5%
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61.5%
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61.5%
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