pension. The share of public pension benefits also differs according to income level. It
also requires cost to offset the reduction of public pension benefits through intro-
ducing a tax-supported corporate / private pension system, as seen in Germany.

- Public pension system needs to be neutral from individuals’ decision about their life
course. EU countries are trying to change paradigm from early retirement to later
retirement. It is a typical example of neutrality that an individual chooses when to

retire in Sweden.

(Note 1) Model benefit level refers to the old age pension benefit for those male em-
ployees with dependent spouse, who earned average earnings for 40 years. Model re-
placement rate is the proportion of model benefit level to the average net earnings of
male employees.

(Note 2) If we denote total net wage increase minus average net wage increase as D,
pension benefit will be increased each year in line with price increase minus D, instead
of the present price increase. The is called a “macro economy slide” in Japan. |
(Note 3) Employee pays 7.0 percent of earnings with upper ceiﬁng and employer pays
10.21 percent of earnings without upper ceiling. The total contribution rate of 17.21
percent is equivalent to 18.5 percent of pensionable earnings.

(Note 4) Benefit is calculated as 0.7125 percent of assessed earnings per year of con-
tribution. Contribution is levied based on annual earnings since April 2003. This change
is both revenue neutral and benefit neutral, and the contribution rate was reduced from
17.35 percent of monthly earnings (plus 1 percent of bonuses) to 13.58 percent of annual
earnings. Benefit accrual factor for the earnings-related part was 0.7125 percent of
earnings without bonuses until March 2003, but it is 0.548 percent of annual earnings
since April 2003, as shown in Table 3. It is important to remember that this change of

accrual rate does not accompany any benefit reduction.
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Table1 Basic Background Data in 6§ Countries

France Germany Japan Sweden UK USA
GDP Trillion ‘
Dollars 2001 1.3 1.8 42 0.2 1.4 10.0
Per capita GDP 1000
Dollars (PPPs) 2001 27 26 27 26 26 35
Population million 2002 60 82 127 9 60 288
65+ % of total
population 2002 16.2 173 18.2 17.2 15.6 12.4
General government
expenditure % of GDP 2002 54.0 486 386 583 40.9 35.6
Gross public debt %of 2001 63.6 578 118.6 48.6 50.7 54.6
Social protection
expenditure % of GDP 1998 288 27.4 14.6 29.9 248 144
Total Fertility Rate 2002 1.86 1.36 1.32 1.65 1.66 2.06
Life expectancy at birth Year 793 777 815 79.8 78.1 76.8
Labor force % of '
total population 2001 453 48.7 53.1 50.2 50.1 90.4
Unemployment rate 2002 8.7 8.2 54 4.9 5.1 5.8

Sources: OECD (2003), OECD Health Data 2003. Statistical Abstract of the United States 2003.
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Table2 Public Pension Systems in 6 Countries

France Germany Japan Sweden UK USA
Benefit
Pension expenditure 1998 a) % of GDP 13.1 120 7.1 10.2 7.9 6.8
Old-age 10.6 10.5 57 7.2 43 5.1
Survivor 1.6 05 1.1 0.7 10 08
Disability 0.9 1.0 0.3 20 2.6 08
Type of benefit DB DB+ DB NDC DB DB
+DC
Program for employees :
Normal pension age 60 65 (65) 61~ 65 (67)
Net replacement rate (%) 40ys 62 59
Average retirement age 58.1 60.2 62
Revaluation of previous earnings P gw nw gw
Indexation of benefit P gw P gW P P
Flat-rate pension
Normal pension age - - 65 - - 65 -
Benefit level - - - -
Financing : Program for employees
Financing method PAYG PAYG PAYG PA+F PAYG PAYG
Financing structure 2000 % (2002)
Contribution 74 T 74 77 85
Tax 25 13 17 22 -
Others 1 16 9 1 15
Contribution rate 2003 % 255 195 13.6 17.21 12.4
Ceiling of contribution % of av. earnings| 135 190 185 160 240
Characteristics and Issues
Coverage of part-time workers Yes Yes No Yes Yes
Level of survivors' pension 54% 55% 61% - 2/3
Consideration to child raising Yes Yes Y Yes excl.
Consideration to long—term care giving Yes Yes No No No
Taxation on pension
Contribution E E (M
Pension asset (E) E (M
Benefit (M T (m
Weight of various pension benefits (%)
public 98 95 85 B4
corporate 1 5 13
individual 1 - 2

a). QECD (2003), OECD Health Data 2003.
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Table3 Some key indices of public pension systems for employees in Geamany, Japan and the US

Germany Japan USA
GRV EPI OASDI
2000 2000 2000
Coverage of working population (%) 85 49 96
Expenditure/GDP(%) 9.6 4.1 4.1
Old—age 7.0 33 3.0
Survivor 1.8 0.7 05
Disability 0.8 0.1 0.6
Revenue/GDP{%) 11.5 55 57
Contribution 8.1 3.9 50
National Subsidy 2.7 0.7 -
Interest/Others 0.7 09 0.6
Contribution rate(%) a
Present 19 (26) 13.6 (16) 124
Final 22 (31) 18.3 (22)
Earnings-—related Benefit
Share (%) 100 b 100
Benefit accrual rate (%) 107" 0.548°  (1.37,1.04,0.77)°
Gross replacement rate for 40 years of participation
according to lifetime earnings level (1.0 = average) f 35 years
0.5 428 500 (78.1)  48.0 (72.0)
1.0 42.8 36.0 (50.0) 36.5 (54.8)
20 40.7 28.4 (354) 27.1 {(40.7)

a) Effective contribution rate in parenthesis, which is calculated as if tax revenues allocated to the pension

system were also covered by contribution.

b) The proportion of earnings—related part in the average EPI pension is 61 percent for those without
dependent spouse and 44 percent for those with dependent spouse.

c) (48.1/45) = 1.07

d) (0.75 x 0.95)/1.3 = 0,548

e) Gross replacement rate / 35 years

f) figures for those with dependent spouse in parenthesis
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Table4 Shares of Different Income Sources of the Elderly (65+) by Income Quintile

(In percent)

Income Sources

fFrance 2000

Germany 1996

1 2 3 4 5 T 1 2 3 4 5 T
Earnings 5 7 9 8 8 8 2 6 10 14 19 8
Public Pension Benefits 72 16 73 71 62 82| 87 8 72 64 55 76
Private Pension Benefits 0 0 0 0 1 0 3 3 3 5 8 3
Income from Assets 10 12 15 20 29 7 6 10 14 16 18 12
Qthers 13 5 2 1 0 3 2 1 1 1 0 1
Income Sources Japan 1997 Sweden 1987
1 2 3 4 5 T 1 2 3 4 5 T
Earnings 4 7 8 10 46 26 0 1 1 2 12
Public Retirement Benefit4 87 83 87 86 40 64] 84 63 73 72 438
Pension and Annuities - - - - - 8 28 15 18 24
Income from Assets 2 3 2 11 & g8 8 11 7 17
Others 8 9 3 2 3 4 - - - - -
Income Sources UK 1987 USA 2000
1 2 3 4 5 T 1 2 3 4 5 T
Earnings 0 1 2 4 13 1 3 7 14 35 23
Public Retirement Benefity 90 87 78 65 25 83 8 M 571 28 47
Pension and Annuities 3 13 20 AN 2 4 10 13 9 9
Income from Assets 6 g 12 3 3 5 9 13 24 18

Others

3 3 3 3 3

Note. In this table, Public Pension Benefits in the UK include all social security benefits.
Sources : INSEE(2003), Schwarze and Frick(1999), Fukawa (2003), Palme { ), Johnson (1992), SSA (2002}
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Tableb Social expenditure and cost of public programs for the elderly (65+) : 1998

France Germany Japan Sweden UK USA

Social expenditure % of GDP Al 288 2714 146 209 248 144
Old age and Survivors Bl 122 110 68 79 108 60
Disability cash benefits 09 10 03 20 26 08
Health 7.3 78 56 64 56 58
Services for elderty and disabled 0.7 07 03 36 08 01
Family cash and Services 27 27 05 32 22 05
Unermployment 18 13 05 19 03 02
Others 32 29 06 49 25 10

Total expenditure on health % of GDP 93 106 71 83 69 130
Public expenditure on health cl 1 79 55 71 55 58
Private expendture on health 22 27 16 12 14 72

Cost of public programs for the elderty % of GDP
Pension a) 122 110 68 79 108 60
Health b) | 28 26 26 28 20 52
Long—term care ¢) 07 1.3 08 27 10 07
Total DL 15.7 149 102 134 138 119

D.7A (%) 55 54 70 45 56 83

a)Same as B

b) C times elderly share. The following figLres are used for the elderly share : France 40%6 Germany 33%
Japan 48% Sweden 40%4 UK 3796 USA 90946

) Based on Scheil-Adung (2003) for France, Germany and Japan ; based on OECD(1998) for Sweden, UK
and USA

Sources: OECD Health Data 2003,



Fig.1 Labor force participation rate by sex and age group

100 F‘ Male 100 9|§ Female —&— Japan
-- - -USA
80 - 80 —%— UK
A
80 80 | e .| —&— Germany
. R - -+ --France
70 70 m\\ - - & - -Sweden
60 | 60 |
50 50 f
40 40 r
—a— Japan
30 r |..g-.usA 30 r
20 *— UK 20 -
—#— Germany
10 - |..e--France 10 1
0 L |--#--Sweden | . 0
50-54 55-59 60-64 65+ 50-54 55-59 60-64 65+
Age group Age Group

ILO (2003). Yearbook of Labour Statistics 2003.
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Fig.2 Gross replacement rate according to lifetime wage level (1.0 = average)

35 Years of participation 40 Years of participation
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(Note) I :Without dependent spouse
II :With dependent spouse

Fig.3 Relation between the share of public pension benefits in the income
of the elderly households of the top income quintile (X Axis) and the
public pension expenditure as percent of GDP (Y Axis)
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