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Trends in retirement age
in four countries, 1965-95

The United States, Germany, Japan, and Sweden,
all experienced a decline in the average age

at which their workers retire and an increase

in the duration of retirement

a given population provides importantancy after exiting the labor force). The ratio of
information for administering and ana-the average number of years of work (from work-

lyzing public and private pension programs. Yetng life tables) to the average duration of retire-
very little data are available on this topic. Indeednent has considerable relevance for financial
aside from the Social Security Administration’planning in funded pension plans and systems,
time series of the mean age at initial award of thgartly determining pension accumulation and
Social Security retirement benefit, there havdisbursement. In pay-as-you-go systems, the sup-
been few efforts to measure the average agepatt ratio (workers/pensioners) partly determines
retirement in the United States. Similarly, studthe balance between system receipts and expen-
ies of retirement age trends in other countrieditures, and the average age at exit from the la-
have rarely sought to measure the average retib®r force is a determinant of the support ratio.
ment age. Thus, measuring the trend in the average age at

For this article, a cohort method of measuringxit from the labor force has considerable value
the elderly’s average age at exit from the labdor pension planning for individuals as well as
force for specified periods has been used. Tloeganizations, public and private.
average age at exit from the labor force provides To be included in the study, countries had to
a reasonable indication of the age at which oldeave national household survey data on the labor
workers retire. As such, it has provided a morerce for at least the past two decades and for at
precise measure of the trend in the average agédeaist every fifth year. In addition, the data for each
retirement in recent decades in the United Statesuntry had to be available for men and women
than, with the exception of the Social Securitgeparately and in 5-year age groups, with the 45-
Administration’s time series, has been previouslp-49-year group at the lower end, and preferably
available. The cohort method of measuring ththe 75-years-and-older group at the upper end.
average age at exit from the labor force also prdhese criteria reduced the list of eligildeun-
vides a more accurate description of the trend iries considerably, but still left more than could be
the average age at retirement for women than dieesonably analyzed in this initial application of
earlier studies, many of which relied on a crosghe method to international data. The analysis there-
sectional analysis of changes in elderly womenfsre is limited to a comparison of trends in
labor force participation ratés. the average age at exit from the labor force in

Constructing a time series of the average a@ermany, Japan, Sweden, and the United States.
at exit from the labor force permits one to see ndhese countries were chosen because some lit-
only the direction of the trend in retirement agesrature suggests that the average age at retire-
but also the magnitude and pace of its changeent in these countries varies considerably, with
Doing so also enables one to estimate changesSweden and Japan at the higher end, Germany at

K nowing the average age at retirement fahe average duration of retirement (life expect-
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the lower end, and the United States in the middle. The method of measuring the average age at exit from the
One objective of this article, then, is to look at trends in thebor force requires the estimation of the age-specific number

average age at exit from the labor force for each country afdet exits, as given by the equation

determine if the results are consistent with this picture. To the i

extent that the cross-national data are comparable, the results E=L1(1-r2/r1)Cs, 1)

would also provide more precise measures of the relative lé{ere

els of the average age at exit from the labor force in thesg js the estimate of the average annual number of net exits

countries and the extent to which the levels have changed thanithdrawals) within a cohort during a particular period (5
are now available. Also, changes in the average duranorl,@grs in this case)

retirement are examined. Finally, this article attempts t0 asq 1 is the number in the labor force at the beginning of the
sess the relative impact—if only broadly—of changes in th&eryal

average age at exit from the labor force and in population ags js the labor force participation rate for the same cohort at
ing on three measures of the elderly dependency burden: fb end of the interval

number of persons aged 65 or older per 100 persons aged 13 s the labor force participation rate for a given age group
to 64; (2) number of persons not in the labor force aged 659k beginning of the interval, and

older per 100 persons in the labor force aged 15 or older (1§ s the 5-year survival rate for the cohort during the interval.
or older in Sweden and the United States); and (3) number of

pensioners per 100 workers. Previous studies have used a similar cohort method to study
To get some idea, then, of the potential impact of these fagyor force changes. In his analysis of the 1963—-83 period,
tors on the future financial status of the public pension sysilip L. Rones presented data for the United States in single
tems in these countries, projections to the year 2030 of {k&rs of age on the relative change each year in the cohort
dependency burden and of the balance between pension fgyor force participation rate (1r2/r1) of elderly merf. The
enues and expenditures are presented. The analysis conclgglggnization for Economic Cooperation and Development
with a brief description of some of the ways in which the 9goYoecp) calculated “net withdrawal ratest(—r2)/r1, equiva-
ernments of these countries are dealing with past and an{isit to 1 —2/r1] for the 55-to-59-year-old cohort becoming
pated increases in the dependency burden, caused in pagdi 64 years old (in some cases, also the 50-to-54-year group
declines in the age at which persons leave the labor fOVCGbecoming 55 to 59 years old) in many countries during the
1970s and 1980sIn addition, Albert I. Hermalin and Bruce
Data sources and methodology A. Christenson described essentially the same method for cal-
culating “net transition rates,” using data from Thailand for
Because the analysis focuses on changes in the average ape @960s and 1978sNone of these studies, however, at-
retirement and at exit from the labor force in different coutempted to use their measures to calculate the average age at
tries, ideally the data used would be completely comparaldeit from the labor force.
Unfortunately, that is rarely achieved. But by using only labor Equation (1) provides the estimated average annual num-
force data from household surveys conducted by the natiobal of net exits during each 5-year interval for each of six
governments of the respective countries, reasonable comgmhorts, aged 45 to 49 through 70 to 74 at the beginning of
rability has been achievéd. the interval, and aged 50 to 54 through 75 to 79 (proxied by
Sample survey data rather than census data were usedlats for those 75 and older) at the end of the interval. An
cause they are available in 5-year intervals, are more comipgerpolation procedure is needed to convert these estimates
rable, and, in some cases, are superior in qualitye data for the cohorts (45- to 49-year-olds becoming 50- to 54-year-
for Japan, Sweden, and the United States are annual averalgiss 50- to 54-year-olds becoming 55- to 59-year-olds, and
derived from monthly or quarterly (in the early years in Swee on) to estimates for age groups (50- to 54-year-olds, 55- to
den) data. The data from Germany are collected in58-year-olds, and so oh)The mean and median ages at la-
“microcensus” conducted during a single month each ydaor force exit were calt¢ated from the estimated numbers
(usually April or May) and thus are not annual averdges. of net withdrawals in the six 5-year age groups, aged 50 to
U.S. data are available in 5-year intervals, from age 458.
75 and older. For Japan, data are available up to age 65 amshother issue is whether to exclude the elderly unemployed
older prior to 1975, and up to age 70 and older since. Cenom the labor force data—calculating the withdrawal rates
data were used to calculate the labor force estimates for fitrethe elderly employed only, as thecd has doné? The
age intervals that were not available from sample data. For Selelerly unemployed usually find it difficult to find a job and
den, where the upper age interval is 70 to 74, a similar technigften become discouraged and stop looking for work. The
was used. The terminal age in Germany is 75 or older. availability of alternative means of support also often facili-
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tates their exit from the labor force. Nevertheless, in sof
countries “a substantial share of older job losers continue
search for work® It may be helpful, therefore, to calculate
the average age at exit from the labor force on the basis

both the total labor force and the total emploifed.

Study results

Average age at exit from the labor ford@oth the mean and
median age at labor force exit have been calculated. Decli

Trends in the mean, median, and first quartile
age at labor force exit of elderly men and

women in Germany, Japan, Sweden, and the
United States, 1965-70 to 1990-95

both women and men in each country. (See table 1.) How2990-95 minus

ever, the magnitude of the declines varied. Among men,

highest mean age in the late 1960s was in Japan, close to
In Sweden, the mean was about a year younger, and in Ge

many, the figure was about 65. The United States had the |

est mean age, at 64. The range of variation among the cou

tries was 2.5 years.

By the early 1990s, the range had nearly doubled to al
5 years because of the large decline in the mean age in
many (more than 4 years) and the small drop in Japan (
years). The large fall in Germany brought that country’s m

down to a little more than 60 years, about 2 years lower thal

in Sweden and the United States. In a recent study, Winf
Schmahl and others found that the average age at labor f
exit in Germany in the early 1990s was belowt%th an

for men in 19864Neither study said how much below, no
how the average was calculated.
Such figures are consistent with the indication inched

data that the employment-based average was lower in G
many in the 1980s than was the labor-force-based avera

The indication is that for the cohort made up of 50- to 5
year-olds aging to 55 to 59 years during the 1980s (when
employment was higher than in the 1970s),adbeDs em-

ployment-based net withdrawal rates are much higher thar}970-75...

the labor-force-based net withdrawal rates used here.
Agneta Kruse noted that in Sweden, “even though the

gally-fixed retirement age is 65 years, the disability pension
and partial pension are used to such an extent that the pensioni965-70 ........
age igle factoabout 62 years'® The average age at exit from Women:

the labor force, whether the mean or the median, was ne

the same until the 1990s, whether it was based on labor forc&75-80...

participation rates or employment rates.
In the early 1990s, Sweden’s perennially low level of u
employment shot up to levels not seen since the 1930s,

of
Year Germany | Japan Sweden | United States
Mean age
Men:
1965-70 64.7 66.6 65.7 64.1
1970-75 64.1 66.3 64.9 63.4
1975-80... 62.8 65.8 64.3 63.0
negSO—BS... 60.6 64.7 63.7 62.9
85-90 ... 60.5 64.8 63.5 62.7
60.3 65.2 62.0 62.2
1965-70 ........ —-4.4 -14 -3.7 -1.9
Qmen:
1865-70 63.0 63.8 65.5 65.3
§970—75... 62.8 62.5 65.0 63.1
975-80 ... 61.2 62.9 63.7 63.5
OW1t980-85 ... 60.3 62.4 62.8 62.9
985-90... 60.9 63.1 62.8 63.1
990-95 ......oeeeeen 59.9 62.9 62.0 62.7
1990-95 minus
0OSt 1965-70 ........ -3.1 -9 -35 26
erMedian age
:M%'GSJO ............. 64.7 67.1 65.9 64.2
aNn1970-75... 64.0 66.6 65.1 63.4
975-80 ... 63.0 66.0 64.3 63.0
A 980-85 ... 60.5 64.5 63.7 62.8
iedoss—90... 60.5 64.1 63.4 62.6
0 rC]@90—95 60.4 64.5 62.3 62.1
1965-70 ........ -4.3 -2.6 -3.6 -2.1
5\%men:
1965-70 62.6 63.8 65.0 164.5
1970-75 ... 62.5 62.2 64.5 62.9
1975-80... 60.9 62.7 63.5 63.2
1980-85 ... 59.9 61.9 62.9 62.7
1985-90... 60.6 62.5 63.0 62.8
€Ir990-95 59.7 62.4 62.4 62.6
0€990-95 minus
A- 1965-70 ........ -2.9 -14 -2.6 -1.9
urﬂrsf quartile age
Men:
1965-70 61.5 62.1 62.0 60.5
60.9 61.5 61.7 59.6
1975-80 59.6 61.1 61.2 59.1
1980-85 ... 57.1 59.7 60.9 58.9
|e_1985—90 57.2 60.1 60.7 58.8
1990-95 ... 56.9 60.8 58.5 57.8
ON1990-95 minus
-4.6 -1.3 -3.5 2.7
1965-70... 58.9 58.0 61.6 61.4
arlyo7o-7s .. 58.9 56.5 61.7 59.0
56.9 57.3 60.8 59.8
1980-85 ... 56.9 56.8 60.2 58.7
1985-90... 57.6 57.5 60.4 59.2
n- 1990-95 56.7 57.3 58.8 58.2
990-95) minus
an@ (1965-70) ...... 2.2 -7 -2.8 -3.2

the employment-based average age at exit from the labor force

became 0.8 year lower than that based on the labor force
ticipation rates among men, and 0.5 year lower amo
women. As a result, the labor-force-based averages for
early 1990s ranged from 62.0 to 62.4, while the employme
based averages ranged from 61.2 to 61.9.
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par: Includes the net accessions to the labor force at age 50-54. If these are

Ne€xcluded, the median is 64.2. See Murray Gendell and Jacob S. Siegel,

t“ égnds in retirement age by sex, 1955-2005,” Monthly Labor Review, July
I?L 2, for additional information.

Nt- Source: Calculated by author. See text for method.




In the late 1960s, the range of variation among women vamong Japanese women between 1960-65 and 1965—-70. With
the same as among men, 2.5 years. The highest levels weedfimther drop of 1.3 years over the next 5-year period, these data
Sweden (65.5) and the United States (65.3), not Japan (638ygest a very large fall in the mean of about 4 years between
German women had the lowest level then (63.0 years) andhia early 1960s and the early 1970s, followed by essentially no
the early 1990s (59.9 years). This decline of 3.1 years neathange thereafter. Such an apparently large and abrupt decline
matched the drop of 3.5 years in Sweden. In the United Statksing the 1960s needs to be supported by more evidence before
the fall was about a year less than in Sweden. The meaniagan be accepted. It does, however, indicate the potential value
fell the least in Japan, not quite a year. The widespread pafca longer time series than is presented in this study.
tice in Japan of the reemployment of those who retire fromThe longer time series available for U.S. data underscores
their career jobs is “one of the reasons for the remarkably htbke value of knowing what happened prior to the late 1960s.
participation rate of older workers at preséft.” Since the early 1950s, most of the drop in the median age

Among men, the median and mean ages of labor force €kidbm about age 67) in the United States among both women
were about the same in all countries except Japan. (See tabte men took place in the 1950s and 1960s.the series
1.) The decline in the median in Japan (2.6 years) was neg@rgsented in this study, there was a sharp drop in both mean
twice that of the country’s mean (1.4 years) because the rapd median averages among American women between the
dian was greater than the mean in the late 1960s, but smddlt 1960s and early 1970s, followed by little change since.
than the mean in the early 1990s. The age distribution of thémong men in the United States, there has been a fairly
exits was skewed to the left at first, but by the 1980s, it hatady fall in the mean and median averages. To what extent
gradually become skewed to the right. was the apparent drop among men (0.5) and women (0.4) be-

Among women, the medians and means were about tiveen 1985-90 and 1990-95 affected by a major change in
same with few exceptions. In Japan, the age distribution1®94 in the Current Population Survey questionnaire and col-
the exits displayed no skewing in the late 1960s, indicatitegtion procedure? The indications are that the changes in the
that the mean and median were the same. By the early 1988san and median age at exit from the labor force may have
however, the distribution had slowly become skewed to thedestly raised the labor force participation rates of elderly
right, and the mean was 0.5 year greater than the mediannaen and women in 1994, and presumably in 1995 agell.
counting for all of the difference between the two averagesTihis would tend to reduce cohort percent declines and hence
the size of the decline (0.9 year for the mean and 1.4 yearsifiernumber of estimated exits. Depending on the age distribu-
the median). tion of the reduced estimates of exits, the effect of the change

Among Swedish women, however, the initial right skewsould have raised or lowered the average age at exit.
ing gradually diminished and the distribution became skewedwithout more age-specific estimates of the impact of the 1994
to the left by the late 1980s and early 1990s. As a result, thanges on the elderly’s labor force status than are presently
drop in the mean (3.5 years) was substantially greater thanathailable, it is not possible to determine the direction of the ef-
drop in the median (2.6 years). As for women in the Unitdekt. If the changes raised the average age at exit from the labor
States, the greater decline of the mean (2.6 years ) than ofitihee, then the observed decline underestimates the actual de-
median (1.9) is completely attributable to the large differenckne. This would mean that the leveling off of the long-run de-
(0.8 year) between the two averages in the late 1960s.  cline that took place during the 1980s was only temporary and

that the decline had resumed, and had markedly done so.

Timing and pace of change Virtually all of the decline in  If, however, the changes lowered the average age at exit,
the average age at retirement in Germany occurred by the ety the real decline would have been small or nil, and the
1980s. Most of the change occurred in the 10-year period leseling trend of the 1980s would have essentially continued
tween the early 1970s and the early 1980s. Among Japarthssugh the first half of the 1990s. In any case, despite asser-
men, there appears to have been a drop in both mean andtimes that the long-run decline has begun to turn around, these
dian averages until the 1980s, followed by a reversal in ti&ta do not show any sign of a reversal.

early 1990s. Most of the drop occurred between the earlyThe Swedish data indicate a fairly continuous decline in the
1970s and the early 1980s. mean and median ages at retirement among both men and

Among Japanese women, a fairly large drop in mean amdmen since the late 1960s. (The official retirement age was
median averages occurred between the late 1960s and dawgred in 1976 from 67 to 65, but the labor force participation
1970s, but the averages have remained essentially flat sinaes of men had begun falling prior to that datéds noted
Means calculated from Japanese census data are similar tabove, the early 1990s was an extremely difficult period for the
survey means throughout the time series for women, but 8wedish economy, itk unemployment reaching extraordinary lev-
men the means deviate considerably at times. els. It is not surprising, therefore, that exit rates rose sharply during

The census data indicate a decline of 2.7 years in the mémrearly 1990s among men who were under ageltipio.
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The increases in the exit rates among the women of thees over the 25-year period from 1965-70 to 1990-95. (See
age were not as great as for men. The mean age at exit am@tde 3.) The absolute, but not relative, gains were greater for
men dropped by 1.5 years between the late 1980s and eartymen than for men, roughly 57 years versus 4—6 years.
1990s, somewhat less according to the median (1.1 years)The largest increase over the period took place in Japan,
The fall in both averages among women during the same pehile the smallest took place in the United States. With gains
riod was only half as large. Yet these recent declines do raft6.5 or 6.9 years (depending on whether the mean or me-
account for most of the drop in the average age at labor fordian is the measure of the average age at retirement), the du-
exit since the late 1960s. The decline was under way by 197&ion of retirement (life expectancy after retiring from the
A longer time series might reveal even earlier declines.  labor force) of Japanese women increased by more than 40

Data on the first quartile age show how young a large prpercent. The number of years added to the retirement period
portion of workers have been when they withdrew from thef Japanese men was between 1.0 and 1.5 years less than that
labor force. (See table 1.) Even in the late 1960s, one-quadértheir female counterparts, but because their retirements
of working men and women are estimated to have stoppagre much shorter than women’s as of the late 1960s, their
working as early as age 58 (Japanese women) and no laain was proportionately greater (about 50 percent).
than age 62 (men in Japan and Sweden). By the early 1990sThe changes in Germany were similar to those in Japan.
the range had fallen to about 57 to 59 years, except amdvign had somewhat smaller (though still substantial) abso-
Japanese men (about 61 years). It appears that there wasgegains than did women (5.3 years versus 5.6 years). Nev-
drop in the first quartile age of Japanese men to a low of 5%®itheless, the increases in the duration of men’s retirements
years in 1980-85, but a reversal in the following periods raisegkre relatively greater (43 percent versus about 34 percent).
this figure by more than a y€e4r. By the early 1990s, the average length of retirement in all

Furthermore, except in Japan, there were significant increagesr countries varied little. Among men, the range was 16.2
in the percentage exiting the labor force at age 50-54tglflee to 17.8 years, and among women, it was 21.1 to 22.6 years.
2.) Except for women in Japan and men in the United Stat@$ese figures suggest that the ratio of work years to years in
less than 5 percent exited at this age in the late 1960s. By tarement is approaching 2 to 1 in these countries.
early 1990s, 9 to 14 percent of all exits were at age 50-54, exAs noted earlier, most of the decline in the median age at
cept for men in Japan, where the proportion was close to zéabor force exit in the United States since the 1950s occurred
(0.5 percent). There also were generally substantial declines bg-the late 1960s. As a result, the duration of men’s retire-
tween the late 1960s and early 1990s in the percent of exitsrant increased from 12.0 years in 1950-55 to 17.4 years in
age 70 and older. 1990-95. This gain of 5.4 years expanded men'’s retirement

by 45 percent. The comparable change for women was from
The duration of retirement. As measured by life expectancy 13.6 years to 21.1 years, a rise of 55 percent. Thus, over the
at the average age of labor force withdrawal, the average d@®-year period since the early 1950s, the duration of retire-
ration of retirement increased substantially in all four counment grew in the United States by about 50 percent. Yet, in
the 25 years since the late 1960s, the proportional increase in

Percent of labor force exits of men and women duration in Japan and Germany (for men) was nearly as great.
aged 50-54 and 70 or older in Germany, The gain in retirement years is, of course, the result of both
éizﬂ%(fgfggen’ andthe United States, 1965-70 the drop in the average age at retirement and the rise in lon-

(i percen] gevity. The increase in .Ilfe expe_ctancy at.a_ge 65 betwgen
1965-70 and 1990-95 is useful in determining the relative
Germany | Japan Sweden g;‘;i‘: influence of these two factors. (See table 4.) When compared
Age and year with the data on the decline in the mean age at exit, it is clear
Men| Women Men Women Men| Women| Men| Women | that earlier retirement accounted for most of the increase in
Aged 50-54 the duration of retirement among German and Swedish men.
years: The reverse is true for men and more so for women in Japan,
Ny . . o ) ) :
iggg_;g . 13:3 1?:2 4:‘; ii-ﬁ 13:? 3‘.3 11-; 1‘;-3 where the gain in longevity was the major contributor.

For the remaining populations—women in Germany and

Aged 10 Sweden and both men and women in the United States—a
1965-70 .. | 11.5| 11.2 [329| 22.7 |209| 174 |139| 157 closer balance exists than in the other populations. A more
1990-95 ...\ 10| 21 (217| 185 ) 26| 5 | 88| 128 careful calculation than that presented here is needed to judge

which factor was more influential. Even so, there would still
be less difference between the two factors in the extent of
their influences than in the four populations described above,

1The negative sign means net accessions rather than net exits.

Source: Calculated by author. See text for method.

24 Monthly Labor Review  August 1998



[[elolSARN Voars of life expectancy at the average age at labor force exit of elderly men and women in Germany, Japan,
Sweden, and the United States, 1965-70 to 1990-95

Germany Japan Sweden United States
Characteristic
Mean Median Mean Median Mean Median Mean Median
Men:
1990-95.....cciiiiiiie 17.6 17.5 16.2 16.8 17.8 17.6 17.4 17.4
1965—70 ..ccoiieieeieaenne. 12.3 12.3 11.2 10.9 13.5 13.4 13.5 13.5
Change:
Years ...cccccceeeeeeeenne 5.3 5.2 5.0 5.8 4.3 4.2 3.9 3.9
Percent .................. 43.1 42.3 44.6 53.2 31.9 31.3 28.9 28.9
Women:
22.2 22.4 22.2 22.6 21.8 215 21.0 211
16.5 16.9 15.7 15.7 16.0 16.4 16.2 16.8
5.7 55 6.5 6.9 5.8 51 4.8 4.3
Percent .................. 34.5 32.5 41.9 44.1 36.3 311 29.6 25.6

Source: Official life tables for Germany—1966-68 and 1991-93; Japan—April 1967— March 1968 and April 1991—- March 1992; Sweden—1966-70 and
1990-94; and United States—1967 and 1972.

[[ele]SW/M | ife expectancy at age 65 and proportions of men and women in Germany., Japan, Sweden, and the United States
surviving to age 65

Germany Japan Sweden United States
Characteristic
Men Women Men Women Men Women Men Women
Years of life expectancy
at age 65:
1990-95.....cooiiiiieee 14.3 18.0 16.4 20.4 15.6 19.3 15.4 19.2
1965—70 ....cciieiiiiieees 12.1 15.0 12.2 14.8 14.0 16.4 13.0 16.4
Change:
Years ....coooceveeriineenne 2.2 3.0 4.2 5.6 1.6 2.9 2.4 2.8
Percent .....ccccceeeenneens 18.2 20.0 34.4 37.8 11.4 17.7 18.5 17.1
Proportion surviving:
1990-95.....cooiiiieeees .760 .879 .829 914 .824 .897 748 .855
196570 .ccoviiiiiiiieiiins .681 .813 711 .814 768 .857 641 .795
Change in proportion ... .079 .066 118 .100 .056 .040 .107 .060

Source: Official life tables for Germany—1966—-68 and 1991-93; Japan—April 1967— March 1968 and April 1991—- March 1992; Sweden—1966 —70 and
1990-94; and United States—1967 and 1992.

in which it is clear which factor dominat&s. sured by the average age at exit from the labor force) been
The changes in the proportion of the population surviviradpout what was expected, with Japan and Sweden at the up-
to age 65 illustrate how declining mortality rates not onjyer end, Germany at the lower end, and the United States in
increase the duration of retirement, but also enhance the phe-middle? It is likely that the indications of such a variation
portion of the population that reaches retirement age. ($eehe literature were based on trends in men’s labor force
table 4.) As the data reveal, gains ranged from 4 percentpgdicipation rates. The findings for men are fairly consistent
points to nearly 12 percentage points. By the early 1990swiith this picture, except that the considerable decline among
all four countries, according to period-life tables, no less th&wedish men left them in the intermediate position (along with
75 percent and as many as 91 percent of the births surviugeh in the United States) by the 1980s and 1990s. Also, the
to age 65. The gains undoubtedly will continue, but the exverage age at retirement of German men was not at the low-

tent and pace of the increases are uncertain. est level until the early 1980s.
The relative standings were different for women. In the late
What the data mean 1960s, the average age at retirement was around 65 in Swe-

den and the United States, but between 63 and 64 in Germany
Has the variation in the average age at retirement (as meead Japan. The sharp drop in the average age at retirement in
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Germany during the 1970s and the early 1980s, which afese four countries to what the findings are regarding the
fected women as well as men, brought the average age atdeeline in the average age at retirement and the increase in
tirement of German women down to about 60, where it réhe elderly’s longevity, we can broadly characterize the
mained thereafter. This level has been substantially below ttiganges in these three factors as follows:
level of 62 to 63 of the women in the other three countries, ]
where it has been since the early 1980s. Germany Japan  Sweden United
From the late 1960s to the early 1990s, the average dul5ae'cl' . States
. . . ’ ine in average
tion of retirement increased considerably—somewhat MOT€, e at retirement
for women than for men. Japan and Germany had the largegite 1960s-early
increases, while the smallest was in the United States. In four 1990s) .............. Very  Small Modestto Smallto
of these eight populations (women and men from each of the o large large  modest
four countries), it was quite clear which of the two contributncrease in life
. ) ) xpectancy at
ing factors was the major determinant. Among women ancgge 65
men in Japan, it was the rise in longevity; among men in Gergjate 1960s-early
many and Sweden, it was the drop in the average age at retire1990s) .............. Modest  Very Smallto  Modest
ment. In the other four cases, the balance of influence was large modest

more evenly divided. Increase in percent
65 or older
—-90) ...oeeen.. Modest Very Modestto Modest

The elderly dependency burden¥hat impact have these (1960 |
arge large

changes had on the elderly dependency burden in the recent

past? In the advanced industrial countries, the ratio of retirees torpisg suggests that between the 1960s and the 1990s, the eld-
those working has risen, reducing the balance of the income &, dependency burden rose least in the United States and the
outgo of public pension systems. Most of these systems argyst in Japan, with Germany and Sweden in between. This is
the pay-as-you-go typé.In a pay-as-you-go scheme, confirmed by the data in table 5, which are based on two mea-
sures of the elderly dependency burden. One measure (elderly

cwe= bp, 2) dependency burden-1) is based simply on changes in the age

where structure, and is considered a crude me&&drke other mea-
¢ = the contribution rate, sure (dependency burden-2) seeks to provide a more refined
w = the average wage, characterization of the burden of supporting the elderly who are
e = the number employed, economically inactive. Interestingly, it provides essentially the
b = the average pension benefit, and same picture of change in the elderly dependency burden in
p = the number of pensioners. Germany and the United States as the cruder measure. For Ja-
Equation (2) can also be written as pan, however, the more refined measure indicates a consider-

ole = cwib. 3) ably larger increase in the elderly dependency burder_l than does
the cruder measure. Unfortunately, the lack of a refined mea-
Thus, as the system dependency raiie)(rises, in order sure for Sweden as of the 1960s obviates a comparison of the
to maintain the equilibrium of the system, the right side of thate of change in the two measures for tioaintry.
equation has to increase correspondingly. One way that carwhat is expected in the future? It is virtually certain that
happen is for the average wage to rise. If a rise does not octhigse populations will continue to age (even if the extent and
or is insufficient, then the contribution rate has to rise or thgace of change is uncertain), in part because of increases in
average benefit has to fall (or both) enough to balance tlwmgevity. Because so few studies measure and track the av-
increase in the dependency ratio. erage age at retirement, no projections are available. Even
Declines in the average age at retirement tend to raise thighout such data, the widespread expectation of continued
system dependency ratio by increasing the number of pensidtereases in the elderly dependency burden has led the major
ers and reducing the number of workers. (Actually, the extentitternational agencies, such as the International Monetary
which nonworkers are pensioners and pensioners are nonwdtnd,0ecp, and World Bank, to build models to project the
ers varies from country to country, but the relationship gendmpact of the anticipated changes in the relevant demo-
ally holds.) The aging of a population, because of declinesgnaphic and economic factaisSome of the results of a re-
fertility and mortality, also tends to raise the system dependerent International Monetary Fund projection are discussed
ratio. A common indicator of population aging is the change imelow.
the proportion of elderly in the population. In table 6, one of the two measures (dependency burden-1)
If we add the data on population aging in recent decadessndefined the same as in table 5. The definition of the other
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measure, dependency burden-3, is different from that of gendency burden in a population, whereas dependency burden-
pendency burden-2. Sufficiently detailed information is n@tis a measure of thaetual pension system dependency ratio.
provided in the source to clearly ascertain the difference Is@r reasons similar to those stated above, dependency burden-3
tween the two measures. The denominators of the two misagreater than dependency burden-1 in all four countries. How-
sures are similar (roughly, the number of workers); the never, our interest here is in the anticipated rate of change of the
merators, however, differ in that dependency burden-2 ustderly dependency burden, rather than in its level. In that re-
the number of persons aged 65 years and older who are ngpict, the two measures correspond closely for Sweden and the
the labor force, while dependency burden-3 uses the numbaited States, but not for Japan. For Germany, the two measures
of “pensioners.” are projected to change at the same rate between 2010 and 2030,
For a variety of reasons—including, for example, that mabwt at a different rate between 1995 and 2010. (See table 6.)
people draw pensions before reaching age 65, and that sonikhe 1995-2030 period divides roughly into two halves. Both
pensioners remain in the labor force—the numerator canrbeasures show slower growth in the first half, except in Japan,
greater in dependency burden-3 than in dependency burdelnere the anticipated pace of change is swifter prior to 2010
2, as is seen by comparing the two measures. This is espan after. Very little growth in the elderly dependency burden is
cially true in Japan, even when allowing for the possibility giojected between 1995 and 2010 in Sweden and the United
increases in dependency burden-2 between 1990 and19%&ates, providing a period in which to prepare for the large growth
The differencebetween the two measures in table 6 is thatojected to occur later. The projected growth will be especially
dependency burden-1 is an indicator ofghtentialelderly de- strong in the United States whitre baby-boomers retire.

[[elo/CHM Change in two measures of the elderly dependency burden in Germany, Japan, Sweden, and the United States,
1960 and 1990

Germany Japan Sweden United States
Year Dependency | Dependency | Dependency| Dependency | Dependency | Dependency | Dependency | Dependency
burden-1! burden-22 burden-1' burden-22 burden-1! burden-22 burden-1! burden-22
1960 oo 16.0 322.8 9.5 7.3 17.8 - 154 17.4
1990 oo 21.7 331.3 17.1 17.5 27.6 437.0 19.1 521.9
Ratio: 1990/1960 ..... 1.36 1.37 1.80 2.40 1.55 - 1.24 1.26

* Number of persons aged 65 or older per 100 persons aged 15-64.

2 Number of persons not in the labor force aged 65 or older per 100 per-
sons inthe labor force aged 15 or older (16 or older in Sweden and the United
States).

3 Data are for 1962 and 1992. The 1992 figure was obtained by linear
interpolation between the 1990 and 1995 microcensus data.

“The ratio of retired pensioners to the labor force in 1985.

5 Estimated by linear interpolation between 1985 and 1995.

Note: Dash indicates data not available.

Source: Data for dependency burden-1 are from Aging in oecp Countries
(Paris, Organization for Economic Cooperation and Development, 1996), p.102.
Dependency burden-2 data for Germany and Japan are from government re-
ports on sample survey data on the labor force; data for Sweden are from
Agneta Kruse, “An Aging Population, Public Expenditure and the Pension Sys-
tem in Sweden,” in Christer Lundh, ed., Demography, Economy, and Welfare
(Lund, Lund University Press, 1995), table 8; and data for the United States are
from Jacob S. Siegel, A Generation of Change: A Profile of America’s Older
Population (New York, Russell Sage Foundation, 1993), table 7.23.

Table 6.
States 1995-2030

Projected trends in two measures of the elderly dependency burden in Germany Japan, Sweden, and the United

Germany Japan Sweden United States
Year Dependency | Dependency | Dependency | Dependency | Dependency | Dependency | Dependency | dependency
burden-1! burden-32 burden-1! burden-32 burden-1! burden-3? burden-1! burden-32
1995 .o 223 435 20.3 38.5 27.4 38.5 19.2 23.8
2010 ..o, 30.3 50.0 33.0 47.6 29.1 40.0 20.4 24.4
2030 .. 49.2 83.3 445 55.6 39.4 55.6 36.8 40.0
Ratio: 2010/1995 ... 1.36 1.15 1.63 1.24 1.06 1.04 1.06 1.03
Ratio: 2030/2010 .... 1.62 1.67 1.35 1.17 1.35 1.39 1.80 1.64

1 Number of persons aged 65 or older for every 100 persons aged 15—
64.

2 Number of pension beneficiaries per 100 pension contributors. The recip-
rocal of this ratio is reported in Sheetal Chand and Albert Jaeger, Aging

Populations and Public Pension Schemes (Washington, International Monetary

Fund, 1996).
Source: Chand and Jaeger, Aging Populations and Public Pension
Schemes, tables 1 and 6.
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The elderly_dependency burden is also projecteq to ac [[elellSWM  Projections of pension expenditures and balance
erate sharply in Germany in the second half, following a sifJ of public pension funds for Germany, Japan,
nificant rise in the first half. Japan’s pension system depen- Sweden, and the United States, 1995-2030
dency burden is anticipated to increase by 24 percent by 2010, .

. . 'Lln Percent of gross domestic product]
and by about 17 percent thereafter. These projections suggest
that Japan faces a greater challenge in the next 10to 15y

ars  Country 1995 2000 | 2010 2030
than subsequently, whereas in the other three countries, th

. . . ermany:
greater challenges are in the period following 2010. _
.. . Expenditures ................... 10.0 11.1 11.0 18.4
The pace of anticipated change in the elderly dependency Baiance of revenue
burden in these four countries is consistent with the projec- and expenditures ..... 2 -9 -13 | -149

tures. (Se¢able 7.) The range in the contribution rates as pf Expenditures.................... 5.7 6.5 7.5 8.9
1995 is large, with Germany at the high end (22.8 percent) Ba;igfx‘;;;i;f:;g _____ 11 4 21 | _100
and Japan at the low end (5.6 percent). The United State§,eden:

with a rate of 9.7 percent, is closer to Sweden (12.3 percent) g,engiures............... 85 8.2 81 9.2

than to Japan, but far below Germany. Balance of revenue

Despite Germany’s high contribution rate, the projectian and expendiures ..... 13 4 2| 30
indicates a sharp rise after 2010 in the share of gross domestjiied States:
product devoted to pension expenditures. As a result, the previ- xpendiures........ 44 43 42 .4
ously small negative balance will increase more than tenfold and expenditures ... 8 11 17 22

As for Sweden and the United States, the share of gross |do- o L
. . . . . Note: These projections assume that contribution rates (as a percent of
mestic product taken by pension expenditures is projected {Rges) as of 1995 remain constant. These rates are: Germany—22.8; Ja-
fall slightly until 2010 and then rise, with the balances rgPan—>5.6; Sweden—12.3; and United States—9.7.
maining positive until after 2010. Even by 2030, however, the Source: Sheetal Chand and Albert Jaeger, Aging Populations and Pub-
. . . .. %c Pension Schemes, tables 6 and 7.
negative balances in these two countries are anticipated to be
much smaller than those in Japan and Germany.

exit from the labor force raises labor costs (via increases in

Responses to the dependency burdén the past, efforts to contribution rates) and jeopardizes the viability of the pension
encourage early retirement and lower the average age akystem, and that a labor shortage may dev@l®artial pen-
tirement often were undertaken to lower the unemploymegidns, for example, were legislated in 1992 in the hope that, with
rates. Countries facing expected increases in their dependeheyearnings from a part-time job, workers would be willing to
burden, however, may be reluctant to adopt policies aimedstty in the labor force longer than they had been. So far, how-
raising the average age at retirement due to high levels of ewer, little use has been made of this option because of a broad
employment. Has this happened in recent years in Swedensensus that the early exit of the elderly was better than the
and Germany, where unemployment levels have been higingmployment of the young. In addition, a strong preference for
Apparently not in Sweden, but there appears to have beerary retirement had developed by tien.
effect in Germany, at least to some extent. Nevertheless, these authors contend that although gradual re-

In Sweden, legislation enacted during the early 1990s hissment generally has not been accepted up to now, “the indica-
modified the pension system with a view toward encouragitigns are . . . that the situation is about to chafigal8o, the age
workers to retire later. The pension payment, for example, vetlwhich a full pension is provided will gradually rise to 65 be-
be lower than in the past for workers who retire at age 65, bugéen 2001 and 2012. Early retirement will still be an option,
the pension replacement rate will remain unchanged for thdgg no earlier than at age 62. The only persons who will be able
retiring at age 67. Also, the earliest age of eligibility for ao stop working at age 60 are the disabled. However, the reduc-
age-based pension has been increased from 60 to 61. Hilfilin the pension payment for retiring before 65 is only 0.3
Wadensjo provides a description of these and other changescent per month, well below the actuarially fair amount.
which he judges “will doubtless act as incentives for peogence, this disincentive to early retirement is wéak.
to retire later.” He also points out that “other changes will In Japan, the growth rate of the labor force dropped sharply
doubtless be introduced over the next few years since sevbeslveen the 1980s and 1990s, resulting in a labor shortage.
government committees are currently working in the areaTiie rate is expected to continue falling during the first decade
social insurance and labour market legislatiéh.” of the next century, with labor force growth eventually even

In Germany, efforts have been made to raise the averageoming negativ&. The shortage has occurred despite the
age at retirement, in light of the growing recognition that eaddfforts of the government and business to increase the supply
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of labor (along with demand-reducing measures), includiegtimated the effect of these amendments’ incentives for de-
efforts to keep the elderly in the labor force. The governmdayed retirement and disincentives for early retirement have
has provided subsidies to firms, for example, to encouragncluded that little will change. However, the potential im-
them to employ and retain elderly employees. Also, legisiaact of these incentives and disincentives on the pension plans
tion enacted in 1994 will gradually raise the age at which Japéd-employers is uncledt.”. . . [I]f the pension plan provi-
nese workers will receive full basic pension benefits from &bons were changed to correspond to the Social Security
to 65 over the 2001-2013 peri&fd. changes, the effect would be very large.” In addition, “al-
John G. Bauer concluded “that the recent trend toward latieough not contemplated by current legislation, an increase
retirement [as judged from the upturn in the labor force pamn-the Social Security early retirement age clearly would have
ticipation rates of the elderly in the late 1980s and early 199@s$ubstantial effect on the early retirement rates of a large
is a response to labor scarcity and increasing life expectamzynber of employees not covered by a pension gfan.”
and | expect the trend to continu®.Noriyuki Takayama,  Whatever course the trend in average age at retirement may
however, after presenting a detailed description of recent légjlow in the years ahead, the data suggest that the United
islation aimed at raising Japan’s average age at retirem&tates may be in the best position of the four countries to pre-
says that careful analysis of its implications belies the initighre for the projected future increases in its system depen-
impression of its effectiveneds Moreover, despite the de-dency ratio. Its elderly dependency burden is currently lighter
cline in the growth rate of the labor force, unemployment héman that of the other countries. That burden is anticipated to
risen considerably during the recession of 1998. If economige very little in the next 10 to 15 years. A substantially smaller
conditions do not improve appreciably, the desire to keep fhercentage of its gross domestic product is now allocated to
elderly in the labor force may weaken. public pension expenditures, compared with the other coun-
In the United States, the main features of the 1983 ametréks, and that difference is projected to continue. Finally, the
ments concerning Social Security retirement benefits will bg-S. economy has been more vigorous in recent years than
gin going into effect in a few years. Economists who havlee economies of the other countries. O
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