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Foreword

Because of the declinein fertility rates and the increaseinlife expectancy in a growing number
of countries, the world population will age much faster in the next decades than previoudy. These
demographic devel opments have important consequencesfor labour markets. This paper suggeststhat
with a shrinking supply of young entrants, the older workforce will have to remain additiond yearsin
the labour market, a consegquence, among other things, of the rigng finanda problems of retirement
systems. This requirement to remain active longer periodsthan before, is casting doubt on the viability
of the hitherto pursued early retirement policies. Instead of labour supply reductionby early retirement,
labour supply increases by a prolongation of working life are now on the political agenda. The ageing
trend will aso have to be accompanied by a change of attitude towards the older workforce and
proactive policies for boosting training, productivity and decency of work for the older workforce.

The extengon of working lifein OECD countries, will result inanincrease inemployment rates
and dleviate pressures on penson systems. However this development should not be seen asawin-
win Stuation only. 1t means that the baby boom generation will not enjoy the same standards as the
generationof their fathersand mothers, if pensionsystems are not adequately reformed. Working longer
and retiring later while paying higher pension contributions for reduced pensions can be seen as a
departure fromaredigributive regime, channdling parts of the fruits of growth to early retirement with
sometimes high wage replacement rates. The new welfare state emerging seems to be more and more
based on the redigtribution of wedlth through revenue from actual employment. It implies a generd
change from “wdfare’ to “work”. While this may be seen as unavoidable, the socid and economic
implications of this* paradigmatic change’ have yet to be andysed.

The present report anayses demographic trendsinOECD countriesand reflects on their [abour
market conseguences. It shows some of the new approachesin public policiesand company strategies
to tackle the chalenges of ageing and presents some former ILO activitiesin thefield. It endswith a
set of proposals amed at combining the search for productivity with decent work for the older
workforce.

Werner Sengenberger
Director
Employment Strategy Department
Employment Sector
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“There are many big issues to be faced in scrutinizing the proposas for revising the retiring age. Thet is
averybigissue and | do not want to address it so off-handedly but | am just pointing out how conflicts
are often seen when none might exigt ... Indeed, the combination of the gut reaction to the effect thet the
source of the problem of an ageing population isthat the old cannot work with the gut reection that the
young must lose jobsiif the older people did work is to provide a hopeless impasse which rides just on
unexamined possbilities, based on a smple presumption of conflict that may or may not actudly exig.
| am afrad quite alot of thinking on labour economics is redly governed by presumption of conflicts
which have not been thoroughly examined.”

Address by Mr. Amartya Sen,
Nobel Laureate in Economics
International Labour Conference, Geneva, 87th Sesson
15 June 1999



Introduction

Demographic developments such as the decline in fertility rates and increase in life expectancy
and their implications seem to cast some doubt on the policies of labour supply reduction trough early
retirement which were so important throughout the eighties and nineties. Indeed, the reduced inflow of
young people into the labour market and the longer retirement periods going together with increased life
expectancy have put pressure onthe retirement systems, which have to cope withthe trend towards early
retirement and the increased inflow of the baby boom generation into retirement in generd. The policy
of reducing labour supply at the exit Side of the labour market through early retirement (paraldled at the
entry side by an extenson of education) has aready beenrestricted in a number of countries. Instead of
labour supply reduction, labour supply increases are high on the political agenda today.

Severd factors have played arole in this shift: present and especidly future costs of early and
regular retirement, expressed in increasing old age dependency rates, reduced inflow of theyounginthe
labour markets, the “juvenilization” of the aged, with large cohorts of hedlthy, employable retirees, and
agrowing awareness of companies of aloss of experienced human resources through an indiscriminate
retirement policy.

The decline of the number of active people per retiree poses in fact the problem of the
sugtainability of the policies hitherto undertaken. Fromapure cost view it is certainly timely that the trend
towards earlier exit is reversed. However, this is easier daimed than done. While it seems that dl the
factors cited above point towards the necessity to dter former policies, there are many barriers, which
do not dlow an easy u-turn in labour supply reduction policies. For example, insufficent growth, linked
oftento alow employment intengity of economic growth, does not alow the expans onof labour markets
in order to absorb (or even maintain) older workers in sufficient numbers. Companies, faced with
continuous restructuring, are rather inclined to downsize than to expand employment and there is no
indication that public employment is on the rise. And in both public and private companies, downsizing
isdtill accompanied by early retirement which give companies adjustment flexibility and secure income
and gatus to former workers. It is therefore not yet clear, how firms could maintain (or hire) older
workers without facing redundancy problems. Despite Amartya Sen’s important claims that there must
not be a trade-off between employment for the old and employment for the young, some subdtitution
between older and younger workers can be expected if there is no sufficient employment expansion.

In addition, in many countries, unemployment is not yet sufficently low to alow alabour supply
expangon. Tha is aso the reason why, despite a reorientation of the debate, the trend towards earlier
retirement continues, often supported by the socia partners. The support of the socia partnersfor this
measure will remain aslong asthefunctiona arguments, that the trend of eerly retirement hasled to aloss
in human resources, remains unconvincing in the face of companies looking for inexpengve adjustment
both in monetary and socid terms. This formof coping withthe problemis popular among workerswho
prefer to retire early. Therefore, both companies and their older workforce have to be convinced that
longer active periods result in gains.

These problems indicate that the reversal of policies poses a formidable challenge to policy
makers, the socia partners, company managers and the older workforce. However, while the Stuation
iS serious, it is not hopeless. Policy action has been taken in most countries to react to the problems



associated with an ageing labour force. Besides policies of increasing retirement age and/or decreasing
retirement benefits, they indude incentives/disincentives for companies maintaining/dismissng older
workers, partia retirement and company plans for the employment of older workers. While public policy
can set incentives/disncentives companies must engage in pro-active policies of changes in work
organization and working time and training to alow older workersto remain in productive work. The
socid partners have to provide their condtituents with guidance. They could play a decisve role in a
reversd of the labour supply reduction sirategy.

“Active ageing” has many dimengons such asthe generd participation of the older populationin
society and in the economy, in family life and in sdaried and sdf employment, or in voluntary
employment. The following paper mostly discusses the issuesinvolved in the participation of the older
workforce in employment for the OECD countries. It shows the dimension of the active and non active
population, devel ops the problems of faling retirement age and its implications for the finanding of the
retirement systems. It showsthat countriesface the problem of demographic ageing to different degrees,
and that not al have had the same policies towards the aged. It raises the question of the policy options
available and gives an overview of some of the public and private policies to cope withthe chalenge of
ageing. It ends with some policy recommendetion, based onthe ILO’ slabour standardsand former work
undertaken by the office in the area.



1. Population ageing. Trends

The ageing of populationsis a globa phenomenon. With the continuation of fertility decline and
increase in life expectancy, the population of the world will age much faster in the next decades than
previoudy. Fertility declineisthe major reason of populationageing (United Nations, 1998). Inpracticaly
dl developed countries fertility is sgnificantly below the level necessary for the replacement of
generations®. Astable 1 shows, according to United Nations populationestimates and projections, the
TFR is estimated to be, in1995-2000, at or below thelevd of 2.1 children per womanin al the OECD
countries (except in Turkey and Mexico) and in 11 OECD countries, thisrate isestimated to be less than
1.5 children per woman.

Tablel
Range of total fertility ratein 1995-2000

2.10-1.80 | ess than 1.5 1.79-1.50
Iceland 2.1 Switzerland 1.47 Australia 1.79
New Zedland 2.01 Japan 143 Finland 1.73
United States 1.99 Austria 141 Denmark 1.72
Ireland 1.9 Hungary 1.37 United Kingdom 1.72
Norway 1.85 Portugal 1.37 France 171
Germany 1.3 Luxembourg 1.67
Greece 1.28 Sweden 157
Italy 1.2 Belgium 1.55
Czech Republic 1.19 Canada 1.55
Spain 115 Poland 1.53
Netherlands 1.5

Sour ce: United Nations Population Division, World Population Prospects: The 1998 Revision.

In 1950 there were about 200 million persons aged 60 and over in the world, condtituting 8.1
per cent of the globa population. By 2050 there will be a ninefold increase and the world's elderly
population is projected to be 1.8 hillion people, about 20 per cent of the total population. Countries
have different rates of demographic ageing. Devel oping countries till have areatively young population
while populations in industrialised countries are relatively old?. Aswe can seein figure 1, by 2050, the
more devel oped regions will have avery old population, with the proportion of older persons projected
to increaseto 33 per cent in 2050.

! The Total Fertility Rate (TFR) needed for the replacement of generations is approximately 2.1.

2 The median age of the world population, increased from 23.5 yearsin 1950 to 26.1 yearsin 1998. By 2050, the
median age is projected to reach 37.8 years. In the more devel oped regions the median age increased from 28.6 to 36.8
between 1950 and 1998 and it is projected to reach 45.6 in 2050. In the less devel oped regions the increase was less

pronounced: from 21.3 to 23.9 between the same period and by 2050 the median age is projected to reach 36.7.
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Sour ce: World Population Prospects. The 1996 revision, United Nations

Europe is, and is projected to remain, the area of the world most affected by ageing. The
proportionof older persons will increase from 20 per cent in 1998 to 35 per cent in 2050. By then, one
inevery three persons will be 60 years or above. Southern Europe, with a proportionof older persons
of 22 per cent in1998, is the world region with the oldest population. By 2050, its proportionof older
persons will have reached 39 per cent. In 1998, the country with the largest proportion of old people
in the world is Itay, followed by Greece, Japan, Spain and Germany. By 2050, the country with the
largest share of old people will be Spain, closdly followed by Itdy. The other areas of the world most
touched by ageing are, in decreasing order, Northern America, Oceania, ASaand Latin Americaand
the Caribbean.

Figure 2 showsthe prospective demographic trangtioninnine OECD countries. We can see that
thereisalarge and rapid increase of the old-age dependency ratio®. Itay is the country withthe highest
increase inthe dependency ratio followed by Spain and Japan. This does not, in al cases, meanthat the
overdl old populationis dependent ontransfer payments (pensions) because some are dill economicaly
active. However, giventhe trend towards earlier retirement and the arriva of the baby boom generation
a retirement age, old age dependency is increasing and this trend will continue. The fact that less and
lessactive people have to support more and moreinactive people isanissue of mgor concernespecidly
for the financing of retirement systems.

3That is, theratio of people older than 65 to those of working age (15-64). Thisratio is purely demographic, i.e. it
does not take into account labour force participation or benefit dependency.



Figure2

Old age dependency ratios in several OECD countries
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Sour ce: World Population Prospects, 1996 revision, United Nations

The worker-to-retiree ratio shows a Smilar picture than the dependency ratio.* Table 2 shows
that these countries will face a decline in the number of employed per retiree. In Irdland and Spain, it
is expected that by 2020 there will be an average of only 1.5 employed per retiree.

Table2
Worker toretireeratios, selected OECD countries
1990 2020
Finland 3.2 1.8
France 2.5 1.8
Germany 2.4 1.8
Ireland 2.0 1.5
Italy 2.1 1.4
The Netherlands 2.6 1.8
Norway 2.2 2.0
Portugal 2.5 2.1
Spain 1.9 1.5
Sweden 2.3 1.9
United Kingdom 2.2 1.9
Total of selected countries (arithmetic 2.4 17
average)
Sour ce: H.D. Steinmeyer, 1996.
2. Older workersand the labour market

0] Participation rates

Asfigure 3 shows, in most OECD countries, labour force participation rates of older workers
(above 55) have declined markedly with the decline being more marked in Europe and in the United

4 The worker-to-retiree ratio expresses the number of employed per persons above the age of 65.



States than in Japan. Labour force participation rates of older people vary according to gender,
educationand the state of economic development of the country. The declinein rates of older workers
is associated with the trend towards earlier retirement, influenced by increasing national per capita
income. Longer education, shorter working lives and longer retirement periods are al consequences of
increased wedlth. In addition it was found that urbanization increases this trend.

Aswe canseeinfigure 3 included inthe Annex, this dedine inactivity rates has been particularly
marked among older men. Instead, female participation rates have been increasing, even among older
women. This haspartidly offset the dedine inmale labour force participation rates. Asthe figure shows,
the steepest dedline in the participation rates of males between 55 and 64 yearsacrossthe OECD have
taken place in the Netherlands, Austria, France, Finland, France, and the United Kingdom. The less
sgnificant declines are found in Japan, the United States and Sweden. Japan is the country with the
highest older maes participation rates (around 95 per cent for the age range 55-59 and 75 per cent for
60-64) and Austria has the lowest (around 61 for the age range 55-59 and 13 per cent for 60-64).

Participationrates of older womenare especidly high in nordic countries. In Sweden, they have
increased continuoudy since the 1950s and Sweden has now the highest participation rates of older
women (around 80 per cent for the group 55-59 and over 50 per cent for the group 60-64). Japan and
the United States have aso relaively high levels (around 55 per cent for the 55-59 group and around
35 per cent and for the group 60-64). Italy, Spain, Audtria, and the Netherlands have the lowest levels
(between 20-25 per cent for the group 55-59 and under 10 per cent for the group 60-64). However,
sincethe 1950s, Spain and the Netherlands have experienced some increase for the age group of 55-59.

It is the 60-64 age group which indicates most clearly the extent to which older men have
dropped out of the active labour force. Within this age group, differences between countries are more
clearly marked. Japanwithover 75 per cent hasthe highest rate, followed by Ireland, Norway, Portugd,
Sweden, the United Kingdom and the United States with rates between 50 and 60 per cent. Austria,
France an the Netherlands have the lowest rates (around 25 per cent). For the age group over 65,
participation rates are low for al countries. Only in Japan, the rate remains over 50 per cent.

If we break down the participationratesinitstwo components. employment and unemployment
rates, the following picture emerges.

(i) Employment rates

Over thelast decade, like participation rates, employment rates for older men have continued
to dedine in many OECD countries. The decline has been more substantia in some countries than in
others. Table 3 shows the decline in employment/population ratios of men and women aged 55-64 in
1980and 1996. However, the magnitude of the decline varied markedly. The countrieswith the steepest
declines were the Netherlands (-28.6), France (-26.7) and Spain (-21.6). The scale of the dedline has
been more limited in Japan (-1.6), Luxembourg (-2.2) and the United States (-5).

The employment Stuation of older women has seen more variability across the OECD area.
Some countries have continued to see increases in labour force activity as new cohorts of women with
more established patterns of labour force participation reach older ages. In other countries, such as
Finland and France, there has been a clear decline in employment participation among older women.



Table3
Employment/Population ratios for older workers (55-64), 1980-96

Men Women
1980 1996 1980-96 1980 1996 1980-96

Austraia 1,2 59.6 54.4 -5.2 19.9 29.9 10
Austria . 42.4 . . 17.3 .
Belgium 2 47.7 32.2 -15.5 11.8 12 0.2
Canada 72.8 54.7 -18.1 32 34.1 2.1
Czech Republic . 54 . . 22.3 .
Denmark 2 63.1 58.4 -4.7 39.1 37 -2.1
Finland 55 36.8 -18.2 41.1 32.6 -8.5
France 65.3 38.6 -26.7 37.6 28.8 -8.8
Germany 6 64.1 47.2 -16.9 27.2 24.4 -2.8
Hungary . 26.4 . . 13.8

Iceland . 89.9 . . 77.5 .
Ireland 72.8 58.7 -14.1 19.3 21.8 25
Italy 2 55.3 42.1 -13.2 14.6 13.8 -0.8
Japan 82.2 80.6 -1.6 4.7 47.6 2.9
Korea . 78.5 . . 49.4 .
Luxembourg 2 37.8 35.6 -2.2 141 10.2 -3.9
Mexico . 78.4 . . 27.6 .
Netherlands 60.9 32.3 -28.6 14 155 15
New Zedland . 66.1 . . 41.7

Norway 2,4 . 71.4 . . 58.1 .
Portugal 74.2 58.6 -15.6 31.8 355 3.7
Spain 71.5 49.9 -21.6 21 17.8 -3.2
Sweden 77.5 66 -11.5 54.4 60.7 6.3
Switzerland . 75.3 . . 40.5

Turkey . 56.1 . . 27.8 .
United Kingdom 5 62.6 57 -5.6 334 38.8 5.4
United States 69.7 64.7 -5 40 47.9 7.9

Sour ce: Kalisch D. and Tetsuya A. “Retirement income systems: the reform process across OECD countries’, 1997
1. For unemployment, data for the age group 55 to 64 refers to 55 and over

2. 1980 data refers to 1983

3. 1980 data refers to 1979

4.Unemployment rate for 1980 refers to 60 years and over

5. 1983 data refers to 1984

6. 1996 data refers to 1995

Table 4 shows a strong relationship between educational attainment of older workers and the
employment rate. The higher the education, the higher the employment rate. Aseducationd qudifications
are often closely related to earnings capacity and job sability, these figures suggest that those with lower
qualifications (and thus lower earnings) have a grester propengty to retire earlier.

Table4
Employment rates of older workers (55-64) and level of education

B DK D GR E F IRL | L NL A p Fl S__UK _FEI5
Men
High 54 722 613 568 687 572 71 744 717 567 759 651 52 726 658 63.1
Medium 411 584 446 489 539 365 634 536 337 439 395 523 389 656 615 475
Low 225 573 368 616 481 261 553 367 241 347 335 58 331 59 54 41.6
Women
High 236 647 49 29 486 434 517 46.1 326 403 353 459 597 775 73.1 509
Medium 185 459 31.8 124 27 285 259 307 168 248 185 428 383 61 647 32
Low 88 266 208 261 162 217 155 11.3 104 138 155 36.3 256 49.3 56 20.9

Sour ce: EC Employment Report, 1998
(iir) Unemployment rates

Table 5 presents data on the unemployment rates of ol der workersand the incidence of longterm
unemployment. We can seethat, inmost countries, the unemployment rate of older workersislower than



the overdl unemployment rate. However, once older workers are unemployed they have a greater risk
to be unemployed for along period of time. Bdgium, Finland, France, Itay, Irdland, Spain, Portuga and
the Netherlands present long term unemployment rates over 60 per cent.

Table5
Unemployment rates and theincidence of long term unemployment, 1996
Unemployment rate Unemployed for 12 months or more
(Per centage of L abour Force) (Per centage of unemployed)
15-64 years 45-64 years 15-64 years 45-64 years
Australia 8.5 6.4 28.4 44.8
Austria 53 54 25.6 37
Belgium 9.5 59 61.3 76.6
Canada 9.7 7.3 13.9 21.6
Czech Republic 3.8 2.6 31.6 37.6
Denmark 6.9 5.6 26.5 43.6
Finland 16.2 16.4 39.3 61.8
France 12.1 8 39.5 62
Germany 8.9 10 47.8 57.8
Greece 9.9 3.9 56.7 54.6
Hungary 9.8 6.5 54.4 58.8
Iceland 3.7 2.6 18.4 40
Ireland 11.9 9.5 59.4 72.4
Italy 12.3 4.5 65.6 61.2
Japan 3.5 2.8 19.5 27.4
Korea 2 0.8 3.6 5.7
Luxembourg 3.5 1.8 26.8 33.3
Mexico 4.5 2.4 2.2 51
Netherlands 6.5 51 50 60.5
New Zedand 6.2 3.9 20.8 34.6
Norway 4.9 2.3 15.4 35.7
Poland 12.7 7.6 39 47.4
Portugal 7.7 51 53.1 64.8
Spain 22.4 12.8 55.7 62.9
Sweden 8.1 5.9 17.1 27
Switzerland 3.9 3.5 25 .
Turkey 6.3 2.6 43.6 45.1
United Kingdom 8.3 5.9 39.8 52.2
United States 5.5 3.3 9.3 14.6
Sour ce: OECD, 1998a
3. Reasonsfor non employment of older workers

While employment characterises the middle phase of our lives, and retirement characterises the
end phase, the trangtion between the two phasesisnot uniform. Not al older workers pass directly from
work to retirement. A part from retirement, there are a number of non-working Stuations like
unemployment, discouragement®, invaidity or long-term sickness, and looking after the home or caring
for ardative.

There is no clear cross-country pattern to explain the reasons why inactive maes in the 55-64
year old age group have left ther last job. According to the 1995 European UnionLabour Force Survey,
in 6 of the 15 countries, more than haf of inactive men in this group claimed that the reasons were due
to early or norma retirement. The country with the highest share is Audtria, where dmaost 80 per cent of
the older men Ieft thelr job due to early or norma retirement. However, in Swveden, Finland, the United
Kingdomand Spain, which are three countries that experienced particularly deep recessions inthe early

SThat is, wishing to work but not looking for ajob because it is believed jobs are unavailable.



1990s, the reasons were different. In Finland and the United Kingdom, the high rate of involuntary
departures was equdly split between dismissd or redundancy and disability or illness; in Spain the
termination of fixed contractsa so playedanimportant role inadditionto healthand redundancy; whereas
in Swedenthe high rate was concentrated on dismissal or redundancy. Table 6 presentsthe results of the
urvey.

Table6
Retired males aged 55-64 (1): Main reasonsfor leaving last job or businessin the EU, 1995 (share of total)
A B DK _ FIN F D EL IRL | L NL P ES S UK
Dismissed or made redundant 51 37 234 241 107 95 25 88 20 00 79 1.0 10.2 30.2 22.0
Job of limited duration has 0.2 07 70 38 15 07 17 31 17 05 01 04 111 82 3.6
ended
Personal or family 02 13 02 00 04 06 05 14 12 02 19 00 02 20 16
responsibilities
Own illness or disability 26 77 95 250 7.3 229 41 151 52 166 156 2.1 183 7.0 228
Early retirement 49.0 30.6 37.2 0.0 169 331 51 159 9.2 29.1 429 23 13.0 259 14.7
Normal retirement 30.2 19.6 2.3 11.7 386 10.9 522 120 534 317 0.0 1.2 17.8 125 48
Other reasons 12.8 36.4 20.3 355 245 223 339 437 275 22.0 31.6 93.1 29.5 14.2 30.6
Jotal 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100

Note: 1. Refers to persons aged 55-64 who ae not in the labour force, but who had been in the labour force in the 8 years preceding the
survey. 2. Other reasons include: education and training, compulsory military or community service and other reasons
Sour ce: The European Union Labour Force Survey, 1995

Queen(1996) reviewsfor the United Statesthe degreeto whichthe trend towards early retirement
reflects voluntary decisions. The results from surveys targeted to men over 65 years of age and taken at
approximately 10-year intervas from 1940 to 1980 show that in the early decades, amost nobody
suggested that he retired in good hedlth because he wanted to. Health problems and job losses were
among the main reasons for early exit. Over time, the proportion of those leaving voluntarily increased,
and by 1980, exceeded the involuntary exits. Conclusons are; (i) more people are retiring voluntarily,
depending ontheir wedlthand on thefinancid incentivesin the socid security and employer pension plans
and (ii) the digtinction between voluntarily and involuntarily isvague; many older workersface undtractive
dternatives in the labour market such as pay cuts or new jobs at lower pay and many leave the labour
force.

InJapan (Mitani, 1990 and OECD, 1995a), while the statutory retirement age hasincreased over
time, alarger proportionof workers have left ther firms before reaching this age. According to the Survey
on Employment of Older Persons (1988), the proportion of the workers aged 55-59 who leave the firm
before the mandatory retirement age increased from 3.3 per cent in 1983 to 4.5 in 1988. This trend was
marked in large firms with at least 1000 employees, where the proportion increased from 4.4 to 6.9 per
cent. This can be explained by the fact that workerswho leave firms before the mandatory retirement age
seem to enjoy some advantages. The cited survey shows that the most popular reasonfor retiring early is
“favourable in terms of income including retirement dlowance’ (47.5 per cent of mae retirees), followed
by “recommended by firms’, “not so physicdly strong”, “better to change job while ill young” and
“dissatisfied with personnel manegement or promotion”. A part from separation before mandatory
retirement age, older workers also leave firms because of transfer®. The number of tranfersisincreasing,
reflecting the shortage of posts due to the ageing of the workforce, and the expansion of company

® Transfer (shukko) is a system under which workers move from a company to another related company such as
asubsidiary, maintaining some employment relationship with the original company. Although most transferees return to the
original company after several years service, some never return, especialy in the case of older workers.



networks due to the diversfication or extenson of business activities. The age until which employment is
secured in the destination company is roughly the same as the mandatory retirement age in the origind

company.
4, Falling retirement ages

Over the past decades, most OECD countries have experienced a substantia drop in the average
age a which individuas retire from the labour market. As we can see in table 7, in 1950, the average
effective age of retirement for males was above 65 in dl OECD countries except in Bdgium and New
Zedland. By 1995, that average had dropped to 59 years, with griking differences emerging between
countries. Only in Iceland and Japan men continued to work on average well beyond the age of 65.
Audria, Belgium, Finland, France, Luxembourg and the Netherlands arrived at effective retirement ages
below 60.

Table7
Estimates of the aver age age of transition to inactivity among older male workers
1950 | 1060 J 1070 | 1080 | 1990 199 Decrease 1995 60

Austrdia 66.0 | 66.1 | 650 | 624 | 62.7 61.8 -4.3
Austria 664 | 639 | 627 | 60.1 | 587 58.6 -5.3
Belgium 648 | 633 | 626 | 611 | 583 57.6 -5.6
Caneda 66.7 | 662 | 65 | 638 | 62.8 62.3 -3.9
Denmark 671 | 667 | 663 | 645 | 63.3 62.7 -4

Finland 66.8 | 651 | 627 | 60.1 | 59.6 59.0 -6.1
France 66.1 | 645 | 635 | 613 | 59.6 59.2 -5.3
Germany 657 | 652 | 653 | 622 | 60.3 60.5 -4.7
Greece 68.2 | 665 | 656 | 64.9 | 62.3 62.3 -4.2
Icdland 68.9 | 688 | 66.7 | 693 | 68.9 69.5 0.7
Ireland 68.3 | 68.1 | 675 | 66.2 | 64.0 63.4 -4.8
Italy 66.9 | 645 | 626 | 616 | 60.9 60.6 -3.8
Japan 66.7 | 672 | 67.7 | 672 | 6655 66.5 -0.7
Luxembourg 658 | 637 | 625 | 59 | 57.6 58.4 -5.2
Netherlands 664 | 66.1 | 638 | 614 | 59.3 58.8 -7.3
New Zealand 648 | 651 | 647 | 629 | 622 62.0 -3.1
Norway 676 | 670 | 665 | 66 | 64.6 63.8 -3.2
Portugal 678 | 675 | 67.2 | 64.7 | 63.9 63.6 -4

Spain 68.1 | 679 | 652 | 634 | 61.6 61.4 -6.5
Sweden 66.8 | 660 | 653 | 646 | 63.9 63.3 -2.7
Switzerland 677 | 673 | 66.7 | 655 | 64.8 64.6 -2.7
Turkey 69.1 | 687 | 68 | 649 | 635 63.6 -5.2
United Kingdom 672 | 662 | 654 | 646 | 63.2 62.7 -35
United States 66.9 | 665 | 654 | 642 | 64.1 63.6 -2.9

Sour ce: Estimates by Scarpetta and Blondal, 1998.

Table 8 shows that dthough the effective femae retirement age is traditiondly lower than that for
men, it followed a amilar pattern over the last decades. A decrease of the femde effective retirement age
wasrecorded inthe 24 OECD countries between 1950 and 1995. Currently, morethan hdf of the OECD
countries have afemale effective retirement age below 60.

Table8
Estimates of the aver age age of transition to inactivity among older female workers
1950 1960 1 1970 1 1980 1990 199 Decrease 1995 60
Austrdia 63.6 624 | 60.3 58.2 57.6 57.2 -5.2
Austria 64.7 61.9 | 60.6 59.3 56.7 56.5 -5.4
Belgium 62.9 60.8 | 59.1 57.5 54.7 54.1 -6.7
Caneda 61.2 643 | 63.0 60.5 59.3 58.8 -55
Denmark 63 64.6 | 62.0 61 59.9 59.4 -5.2
Finland 64.7 63.2 | 60.6 59.6 59.4 58.9 -4.3




France 69 65.8 64.0 60.9 59 58.3 -7.5
Germany 62.7 62.3 62.2 60.7 58.2 58.4 -3.9
Gresce 64.3 64.4 64.3 62.5 60.6 60.3 -4.1
Iceland . . 69.6 65.8 66.4 66 .

Ireland 68.7 70.8 69.8 66 61.8 60.1 -10.7
Italy 64 62 60.7 59.5 57.5 57.2 -4.8
Japan 65.5 64.6 64.6 63.9 63.9 63.7 -0.9
L uxembourg 64.8 63.8 62.3 60.8 56 55.4 -8.4
Netherlands 64.1 63.7 62.9 58.4 55.8 55.3 -8.4
New Zedand 61.2 62.5 60.9 58.7 59.2 58.6 -4.0
Norway 69.0 70.8 66.2 61.5 63.0 62.0 -8.8
Portugal 68.5 68.1 65.3 62.9 61 60.8 -7.3
Spain 68.9 68.0 64.7 63.6 59.7 58.9 -9.1
Sweden 65.4 63.4 62.5 62 62.4 62.1 -1.3
Switzerland 67.2 66.9 65.4 62.4 61.1 60.6 -6.3
Turkey 70.2 69.2 68.3 67.6 68.3 66.6 -2.6
United Kingdom 63.9 62.7 62.4 62.0 60.5 59.7 -3.0
United States 64.2 65.1 64.8 62.8 62.2 61.6 -3.5

Sour ce: Estimates by Scarpetta S. and Bléndal S., 1998.

Thereisadirect rdationship between older mde retirement agesand older mde participationrates.
Inthe countrieswherethe effectiveretirement age isbel ow 60, lessthan 50 per cent of the mde population
isparticipating inthe labour force. However, in Japan and Iceland, where the participationrate of the 55-
64 yearsold isabove 80 per cent, the effective retirement age isthe highest of the OECD area. However,
for women aged 55-64 years, the participation rate has remained sable or even increased, while thar
average retirement age hasfalen.

As areault of this trend towards early retirement, few people in most OECD countries, are
working after the age of 60 and dmaost none after 65. Obvioudy, longer life expectancy and better hedlth
has not been accompanied by longer working lives. To the contrary, people areretiring earlier and earlier.

5. Old age pension systems as incentive for early retirement

All OECD countries have established systems to support people inther old age. Typicdly people
contribute to such schemes during their working life in exchange for income support after a certain age.
Empirica research (ScarpettaS. and Blondd S., 1998) shows that expected pension wedlth usudly fdls
with continued work after a certain age rather than being independent of it. These disncentives depend
on: (i) the gatutory and minimum ages of entitlement to pensions, (ii) the pensionreplacement rate, (iii) the
pension accrud profile, (iv) the actuarid adjustment to pensions and (V) the private pensons.

(1) The gatutory and minimum ages of entitlement

Astable 9 shows, in more than half of the OECD countries, mae workers are entitled to public
pensions a the age of 65. This statutory age ranges fromalow of 60 in afew countries (Japan, France,
Italy) to ahighof 67 insome Nordic countries (Denmark, Iceland and Norway). The statutory entitlement
age is often lower for femaes. Since the 1960s, most OECD countries have kept the Statutory age
unchanged; only a few countries have lowered the statutory retirement age, and a few countries have
dready started to increaseit.



Table9

Statutory age of entitlement to public old-age pensions
Males Female
S
1961 1975 1995 1961 1975 199

Australia 65 65 65 60 60 60
Austria 65 65 65 60 60 60
Belgium 65 65 65 60 60 60
Canada 70 65 65 70 65 65
Czech Republic 60 57
Denmark 67 67 67 67 67 67
Finland 65 65 65 65 65 65
France 65 65 60 65 65 60
Germany 65 65 65 65 65 65
Greece 65 62 62 60 57 57
Hungary 60 56
Iceland 67 67 67 67 67 67
Ireland 70 68 66 70 68 66
Italy 60 60 62 55 55 57
Japan 60 60 60 55 55 58
Korea 60 60
Luxembourg 65 65 65 65 60 65
Mexico 65 65
Netherlands 65 65 65 65 65 65
New Zedland 65 65 62 65 65 62
Norway 70 67 67 70 67 67
Poland 65 60
Portugal 65 65 65 65 62 62.5
Spain 65 65 65 65 65 65
Sweden 67 67 65 67 67 65
Switzerland 65 65 65 63 62 62
Turkey 60 55
United Kingdom 65 65 65 60 60 60
United States 65 65 65 65 65 65

Sour ce: Scarpetta, S. and Blondal, S., 1998

Thereare good reasons to think that railang the statutory retirement agewill rai separticipationrates
of older workers. However, a rise in statutory age done does not necessarily ental rigng effective
retirement age. If we compare tables 7 and 8 withtable 9 we see that the effective retirement age hasfalen
despite unchanged statutory age. Therefore, inmost OECD countries, workers have left the labour force
before reaching statutory retirement age, showing that there is a strong preference for early retirement.
However, the Satutory retirement age may act asabarrier for those who remainin employment up to this
age and wish to continue working. The opportunity cost’ to continue in employment is usualy very high.

Severa OECD countriesalow, under certain conditions, to access pensions beforethe statutory
age. Many European countries have introduced seniority pensons for those who have been contributing
for along time and who have reached a certain minimum age for entitlement. Other countriesalow ol der
citizens to obtain their pension prior to the statutory age, subject to permanent actuaria reduction of
benefits. The minimum age varies across countriesbut onaverage, it is60 for maes. Working beyond this
age has a high opportunity cost due to forgone pensions and continued contributions while working with
little or no gainsin pensons. Also, the receipt of early pensions is often subject to permanent exit from the
labour market. Raisng the minimum age for entitlements to pension will have an important effect on
effective retirement age only if extended early retirement options are not available any longer.

" The opportunity cost of continuing in employment is the high foregone pensions and paid
contributions while working, with little or no increase in eventua pensions after retirement.



(i) The pension replacement rate (PRR)

Table 10 presents gross PRRs that a 55 year old worker could expect to get at standard
retirement age if he would continue working until then. We can see that PRR have risen over thelast 30
years. However, they differ consderably across OECD countries. At one extreme there are countries
where pensions can be expected to be close to the earnings level before retirement (Itay, Luxembourg,
Iceland, Portugd, Sweden and Austrid), or even to match or exceed earnings from work (Spain and
Greece). At the other extreme there are countries (Austrdia and Ireland) where only about 40 per cent
of gross earnings can be expected to be replaced by public pensions. However, for the mgority of the
countries the PRR indicator isin the range of 47 to 67 per cent.

Comparing tables 7 and 8 with table 10, we see that despite PPRS have risen over the last 30
years, effective retirement ages have fdlen. There is no clear rdationship between the evolution of the
PRRsand that of effectiveretirement age. For instancein Japan, where participationrates of older workers
arevery high, the PRR hasrisengtrongly. At the other extreme, France, where effective retirement age has
fdlen dradtically, PRRs have increased modestly.

The structure of PRRs aso seems to depend on income levels and the form of employment. The
exigence of flat pensioncomponents, maximum and/or minimum pensionsimplies thet in many countries,
replacement rates are higher for those with low earnings thanfor those with high earnings. This pettern of
PRRs may partidly® explain why early retirement is concentrated among those withlow earnings capacity.
Insome countries, PRRsare also lower for the saf-employed. For example, the self-employed in Japan
are only entitled to basic old-age pensions and not to mandatory earnings-related pensions, whichimplies
that the PRR for a angle person with average earnings was only 17 per cent for the sdf-employed
compared with 44 per cent for employees in 1995. This could explain the high proportion of sdf
employed among the older activesin Japan (30 per cent). The PRR for saf-employedin generd, and for
farmers in particular, is dso much lower than for employees at least in Some European countries (e.g.
Bdgium, Germany, Greece). Thisisin line with the fact that the salf-employed tend to work longer than
employees.

8 The fact that this incidence pattern is present in countries where the replacement rates are
similar across earning ranges shows that other factors play arole aswell.



Table 10
Expected old age gross PPRs: Synthetic indicator®

1061 1075 1005
Austraia 19.1 32.8 40.9
Austria 79.5 79.5 79.5
Belgium 72.6 70.5 67.5
Canada 31.3 451 51.6
Czech Republic 53.2
Denmark 35.9 42.3 56.2
Finland 34.9 58.6 60
France 50 62.5 64.8
Germany 60.2 59.6 55
Greece 120
Hungary 54.6
Iceland 93
Ireland 38.6 28.9 39.7
Itay 60 62 80
Japan 24.6 54.1 52.1
Luxembourg 93.2
Netherlands 32.2 48 45.8
New Zedand 32 43 61.3
Norway 25.3 61.2 60
Poland 53.7
Portugal 85 7 82.6
Spain 50 100
Sweden 53.8 77.1 74.4
Switzerland 28.4 51.7 49.3
United Kingdom 33.4 33.8 49.8
United States 39.1 49.1 56

Sour ce: Scarpetta, S. and Blondal, S., 1998.

(iii)  The pendon accumulation rate

Therate a which penson rights accrue has an important impact on the retirement decison. If the
pension accrua rate is zero there are no pendtiesin terms of lower old-age pensions from withdrawing
from the labour market. However, if the accrud rate is high there are incentives to continue working.
Pension accumulation rates have sharply decreased since the 1960s. However, they differ Sgnificantly
across OECD countries. In some countries, such as in Audrdia, pensions are unrelated to
employment/contribution records but on length of residence, in which case the accrua rate with respect
to employment is zero. In other countries, such as in Germany, the leve of pensions increases over the

° The figures refer to theoretical PPR and are based on severa assumptions. PRR are averages of two
earnings levels (i.e. average and two-thirds of average) and two household compositions (i.e. a single worker
and a worker with a dependent spouse) . It is assumed that the employee works from the age of 20 until the
standard age of entitlement to public pensions. The earnings profile over the working life is assumed to be flat
and earnings revalued in line with changes in average earnings. The expected PRR at 55 is computed using
pension rules prevailing at that age or announced changes in rules up to the standard entitlement age. The
reported PRR cover basic pensions, means-tested supplements and mandatory occupational pensions only. The
calculated PRR reflects: (i) flat levels of pensions in flat-rate regimes and/or flat supplements for dependants in
earnings-related regimes (ERR); (ii) the profile of the pension accrua factor a nd the length of contribution
periods in ERR; (ii) maximum and minimum levels of pensions in ERR. The main weaknesses of the synthetic
indicator are: (i) full indexation of earnings for benefit calculation, so that the PRR is overstated when earnings
for pension purposes do not rise in line with the general earnings (e.g. when indexed on the CPI or not indexed at
all); (ii) flat real earnings over the reference period used to calculate earnings-related pensions, so that the
pension level is overstated when the generd level of real earnings rises, when older workers change jobs which
often means cuts in earnings, and when the reference period is very long, so that it includes early career years
with below-average earnings (ii) the tax treatment of benefitsis not taken into account: in countries where
pensions are largely untaxed the net PRR is higher than the gross rate. Because of these assumptions, the
change in the synthetic indicator does not reflect changes in the earnings base used to determining pensions or
dterations in the tax treatment of earnings and benefits.



whole working life. In between are countries where full pensions are earned rddivey quickly, implying
zero pension accrud ratesfor older workers.

The incentives embedded in high penson accumulation rates have been weakened in some
countries by crediting some form of inactivity over working-age years as equivadent to covered
employment. For example, specia early retirement schemesinvolve continued contributions for old age
pensions, disability benefit recipients do not experienceany drop intheir old-age pensions due to their non-
employment status; and in some countries (e.g. Germany) the unemployed are entitled to pensonsin the
same way as the employed.

(iv)  Actuarid adjustment to pensions and long-serving pensions

While maintaining a statutory age of entitiement, a few countries'® alow older workers some
flexibility in accessing their pensionwith some adjustment inthe value of the retirement income. Theearliest
age a which pensions can be accessed is 60 and the adjustment to pensons last a maximum to 70. The
most common adjusment is about 0.5 per cent reduced pension per month of early or deferred
withdrawa. The adjusment factor is sgnificantly higher in Jepan.

In Italy, Greece, Austriaand Germany pensions can be accessed before the standard retirement
age if workers have contributed for a sufficient number of years. The contribution period required for such
early withdrawa is 35 years. However, the earliest age at which such withdrawd is dlowed varies
considerably across countries'. A common feature of sysemsthat alow for early pension withdrawa is
that accessis conditional on ceasing work, & least until the stlandard retirement age has beenreached. In
some of the countrieswhichallow early pensionwithdrawa, the earliest age & which such benefits can be
paid coincides with spikes in the probability of retiring: early-withdrawd options have thus dearly
encouraged retirement.

V) Private occupationd penson schemes?

Private occupationa pension plans aso discourage work at older ages. Inrecent years, suchplans
have been expanded considerably and are considered to be part of the answersto financia problems of
government pensons systems and to the expected widening pension gap. The role of private pensons
varies anong countries and ther development is linked to that of government systems. In France,
Switzerland and Hungary, these schemes are obligatory for employees (except for some categories and
the salf-employed)

10 The US, Japan, Canada, Sweden and Finland offer such flexibility on both sides of the
standard entitlement age, whereas Greece and Spain have this possibility only available for early
withdrawal, and Germany, the United Kingdom, the Czech Republic and Hungary have it only for
deferred withdrawal.

Ln 1995, in Italy pensions could start at the age of 52, in Greece at 58, in Austriaat 60 and in
Germany at 63.

22 That is, an arrangement organised by an employer or on behalf of a group of employers, to provide pension
and/or other benefits for, or in respect of, one or more employees on |leaving service or on death or retirement. (OECD,
1998b)



The digibility age for these schemes is often lower than the statutory age for public pensons.
Neither the replacement rates nor the pendty for early retirement rate nor the pendty for early retirement
are actuaridly neutrd and in this sense, their sengtivity to demographic developmentsis smilar to that of
public systlems. Aswith public schemes, working beyond the pensionage adds little to eventua benefits.
This is what happens in the UK, especidly for employees whose pension schemes often specify a
retirement age lower than that of the public scheme. However, where schemes are of the defined benefit
type and specify retirement at an earlier age thanthe public scheme, and especidly wherethey permit early
payment of pensons, the incentives to retire early increase.

6. Women'strangtion to retirement

In some countries women receive preferentid treatment interms of the age a which they quaify
for state pension. Aswe can seein table 9, inhdf of the OECD countries, the Statutory age of entitlement
to public pensons is lower for women than for men. This favourable trestment that women receive may
be justified on severa grounds (OECD, 1995b). Hidoricdly, the retirement pension was awarded on a
family bass. The logic behind retirement insurance was that the father would be the family breadwinner
and that the mother would carefor the home. One of the reasonswhy women obtained individua pensions
a alower retirement age in certain countries, could be to compensate them to some extent for the years
that they had spent outside the labour force caring for children. It may also be based on traditiond thinking
that older women are physcaly weaker than older men. The OECD (OECD, 1995b) mentions other
reasons suchasthat it wasaway to secure a better match between retirement ages for a couple in which
the woman was generdly presumed to be younger than the man. It also notes that it may be a way to
compensate womensincewomenineerlier generations derived | ess sati factionfromemployment because
of the kinds of jobs they were given. However, currently, women are ever more eager to work and are
occupying increasingly attractive jobs. It seems that thereisno longer arationae behind different retirement
ages for men and women. The EU member states are gradudly rising the standard retirement age for
women in order to equaise men and women's retirement ages'®.

In the past, women's participation in early retirement schemes has been low in relaion to ther
share of tota employment. In Belgium, by December 1989 only 22 per cent of the beneficiaries of early
retirement schemes were women. In France, women accounted for fewer thanone third of early retirees.
In the Netherlands, in 1990, 15.2 per cent of males between 55 and 64 were on early retirement. This
contrasts with only 2.8 per cent for women (OECD, 1995a). There are severd reasons for this. First of
dl, during the 1970s, the retirement age in many early retirement schemes was generdly 60, which was
the statutory retirement age for women in many countries. Also, during the 1970s, early retirement
programmes were de facto targeted at declining manufacturing industries whose work forces were
predominantly male. In other words, even when age conditions did not prevent women from teking early
retirement under government schemes, the targeting effect made it harder for women to avail themsdves
of suchschemes. Given the limited number of early retirement avenues opento women, some womenmay
have been usng the sickness schemes as aroute to early retirement. This has been the case in the United
Kingdom and Sweden (OECD, 1995b). However, women are dso clearly underepresented in
occupdtiond invdidity schemes

13 Different pension ages in occupational schemes are clearly prohibited by Article 119 of the EC Treaty which
prescribes equal pay (including pensions) for men and women.



Inthe EU, there have been important reforms in this area and, as we have dready noted, most
member states have now equalised their pensionage or planto do so early next century. Equaisation has
been achieved mainly by raisng women's pension age to that of men. However, women il encounter
difficulties in accessng pension schemes because their paid and unpaid work patterns do not conform to
the pattern of long-term continuous participation in paid work on which entitiement to those schemesis
based. Women aredisadvantaged by such requirements because many women have amore discontinuous
work pattern. Also, inthe EU, the numbers of women involved in part time work is very sgnificant. The
European Commission estimated that in 1994, 17 million of the 21 million part time workers in the EU
were women. In relation to pay, there is a persistence of an earnings gap between men and women in
every member state (Bulletin; 1994), and low pay tends to mean lower benefit rates.

A common rulein both state or employer sponsored nationa schemes and employer sponsored
company schemes, isthe requirement of aminimum period of membership to be satisfied beforerightsare
acquired. Long qudifying periods disadvantage women. Also, the reference wage on which pension
benefits are based can a so be a disadvantage for women, dependingonther career pattern. For example,
if women end careers on a part-time job and the wage of the last job is the reference wage, such a
disadvantage arises.

Inthe EU, there are two rules which compensate womenfor the difficultiesthey encounter gaining
access to adequate pension provision because they do not comply with pension entitlement rules geared
towards a particular pattern of paid work. Thefirst type of compensatory rule focuses on sex or marital
datus or a combination of both. Provisons fdling within this category include different pension ages,
survivors benefits, dependency additions and derived rights generdly. The second rule, makes specid
provisionfor caring. The rule requires pensions schemes to treat periods of care' as periods of insurance.
Also, basic penson sysems relax the link between pension entittement and engagement in full time,
continuous relaively well paid work. For instance, basic pension systems provide pension on the ground
of resdence and nationdity rather than on participation in paid employment.

The advantage of the compensatory rules and basic pensonsystemsis that they enable women
(and men) without a history of full time, continuos highly paid work to secure an adequate retirement
pension income. However, compensation for care provisons does not protect the pension position of
workers (women and men) engaged in part time, non continuous, low paid work. The expansion of
flexible forms of employment make it likely that the numbers of such workers will increase rather than
decrease in future years, thereby increasing the number of people with insecure or inadequate pension
rights. Therefore, an adequate response to women' s specific disadvantages in regard to pension cannot
conggt only in anequa statutory retirement age. e ements of basic pensions suchas guaranteed minimum
pension entitlement are required.

7. Arereasons behind early retirement justified?

() Do older workers cost more?

14 m ainly child care but this does not exclude other forms of caring (such as caring for elderly members of the
family).



It is commonly believed that, for companies, older workers are more expensive than younger
workers, because of higher remuneration, fringe benefits and socid contributions. Whileit is true that
wages and fringe benefits often rise with age, there is no reason to believe that performance and
accumulated know how of older workers does not compensate for the higher cost.

On the other hand, earnings do not necessarily continue to rise until the end of the working life.
In hierarchical systems, such as the avil service, sdaries do peak at the end of workers' careers. In
technicd professions, morelinkedto output, peak inearnings may be reached inthemiddle of the career.
InJapanese firms, earnings generdly peak at around the age of 60, whichisthe mandatory retirement age
in many companies. Under the re-employment system, the firm retires workers who have reached the
mandatory retirement age, giving them a lump-sum retirement payment. The firm then rehires these
workers, usudly in alower postion in the hierarchy of the firmand withacut intheir wages of about 20
to 25 per cent. Smilarly, inthe United States, about half of the older workers il inthe [abour force have
dready |eft their career jobs and moved into part-time or other less well remunerated jobs to bridge the
gap urtil they are entitled to afull penson. In other countries however, where early retirement benefits
are rdativey high, older workers prefer to exit rather thantake acut inincome. Thisis linked to the fact
that penson remunerationis oftenbased on the level of the last years of earnings (ILO, 1995). Thereis
some change in these systems today and reference periods tend to be extended over a longer period,
whileit istried to flatten earning increases in the years before retirement.

It has been argued that ol der workers may be more expensive not so muchinterms of their wage
costs but in terms of their non-wage cogts such as pension costs (Casey, 1997). A 1995 survey of UK
companies, tried to identify the various factorsin discouraging the recruitment and employment of older
workers. 46 per cent of the firms reported pension costs as being an important or very important reason
for being reluctant to hireolder people. However, astable 11 shows, there were other, equally important
disncentivesfor recruiting ol der people. The survey dso showsadifference inthe practicesof thosefirms
where higher penson cogts are seen as an important considerationin hiring older people. 55 per cent of
the companies which established a maximum hiring age responded that pension costs are important. In
contrast, only 25 per cent of companies which found this reasons “not important” imposed such an age
limit.

Table11
Employers' rating of the importance of variousfactorsin discouraging the

recr uitment and employment of older workers (row per centages)
very important _important not important

Rules governing pensions schemes 16 30 48
Payback period on training 6 43 45
Lack of appropriate qualifications 14 23 55
Trade union rules 1 11 79
Shortage of older applicants 9 36 48

Sour ce: Casey, 1997
(D) Are older workers less productive?

In the relevant literature, little is reported on the relationship between ageing and work
performance. However, poor hedthisstated as one of the main reasons of low productivity a old age.
Therisk of poor hedthriseswithage, and the beginning of health problems affectsthe timing of retirement
for aggnificant number of older workers. However, increasesin life expectency have been accompanied
by sgnificant hedth improvement a older ages. The shift of employment away frommanua occupations
has dso diminished the sgnificance of age related hedlth problems for job performance.



Age has been reported to account for asmall percentage of the variance in workers cognitive,
perceptual and psychomotor abilities, when experience, education and type of occupation were
controlled for. It has also beenargued that ol der workers compensate for declinesinvarious information
processing and physicd abilitiesby means of experienceand mental and physical |oad-reducing strategies.
Insupport of this, Warr (1994) citesastudy of typistsaged between19 and 72. Older typists performed
asfast asyounger ones by means of looking further ahead and processing longer chunks of materia than
did younger typists. Thus, dthough younger typists performed better in separate speed tests, the superior
anticipation of older typists enabled their work performance to be equivaent. Another example is
provided by astudy of bus drivers. It isknownthat informationprocessing and reactiontimesdedine with
age. Shephard et d. (1988) report that 60-64 year old bus drivers had fewer accidents per kilometre
than driversin any other age category, even after contralling for years of bus driving experience. They
concluded that the judgement and patience of older workers, together with the natura sdecting out of
“accident prone” personnel, compensated for any deterioration in reaction time or visua acuity.

Concerning organizationa behaviour issuessuch as turnover and absenteeism, empirica evidence
suggests that older workers demondtirate less absenteeism, lower turnover, fewer accidents, higher job
satisfaction and more positive work values than younger workers (Warr, 1994). It has been suggested
that voluntary absence (where people take time off work without medical or organizationa gpprovd) is
lesscommon for older workers, dthough absence for reasons of sicknesstended to be more important
(Griffiths, 1997). Taken together, no overall difference in absence rates was apparent.

An important aspect concerning the effects of ageing on productivity, is whether older workers
have gregter difficulty in learning new skills. Even if ageing typicaly does not reduce aworker’ s ability
to perform familiar job tasks, adeclining ability to adapt to changing skill requirements would tend to
lower their productive contribution over time. ** Trainability’’, like productivity, is not easy to measure,
but the International Adult Literacy Survey (IALS) is an important source of evidence about the
relationship between age, productivity and trainability (OECD, 19984). The IALS provides continuous
scores of severd different dimensons of literacy (i.e. competencies usng written and quantitative
information) in redigic Stuations. Research concludes that recent trends in work organisation and
technology are increasing the importance for job performance of cognitive skills, such as the ahility to
comprehend, manipulate and communicate symboalic information. This andys's suggeststhat the literacy
kills measured by the IALS are an important determinant of worker productivity. Good literacy skills
should aso improve the person’ s trainability, a key aspect of which isthe ability to take in and process
new information. Evidence from the IALS dso indicates that literacy skills improve with practice and
deteriorate if not used. Therefore, workers employed in a learning environment appear much less
susceptible to adecline in trainability.

Evidence proves that the productive potential of the older people does not appear to be
subgtantialy impaired by ageing per se. A decline in performance may be falsely attributed to age, when
infact it may be due to skill obsolescence or aburnout phenomenonwhichmay o cur at any age and can
be remedied through training practices.

(i) Subtitution between old and young workers
Giventhe shortage of jobsinthe labour market, it iscommonly believed that the old should make

room for the young, who should be spared the frugtration and possible psychological harm of feding
rejected right at the sart of their working life by the world of work. Early retirement is often encouraged,



in the hopethat it canimprove job prospects for the young unemployed. Nevertheless, as A. Sen noted
in his address to the Internationa Labour Conference (ILO, 1999; see citation at the beginning of this
paper), whether young and older workers are subgtitutes remains doubtful.

A firg reason for thisis that entry and exit flowsinthe labour market do usudly not occur in the
same sectors, companies or occupations. Early retirement schemes have been popular in the industria
sector and inindugtria occupationsinbig firms. Entries are muchmore concentrated inthe service sector,
service sector occupations and smaler firms. On amacroeconomic level there is therefore no reasonto
bdlieve that those leaving give place to younger entrants in the labour market. Consequently aso the
extensionof statutory and effective retirement age would notleadto rising jobl essness among most young
entrants.

A different case are retirement options with a replacement condition. In such schemes,
workforcerenewal is the main target and the schemes had been successful to some extent, but take-up
has not been high probably because of the above mentioned problem of diverging profiles of entry and
exit flows (ILO, 1995).

8. Reversal of the early retirement trend. Why should thetrend bereversed?

The ageing of the populationsin OECD countriesis posing maor economic and socia problems
for our societies. The effects of dedlining fertility and the ageing of the baby boom generation discussed
in the firgt section of this paper, will have particularly large implications for policy makers in the future.
Inthe next 25 years, the number of persons at pensionable age will raise by a further 70 million, whilethe
working age popul ationwill rise by only 5 million. A consequenceisafurther dedine inemployment rates
and an increase in dependency rates. A reversal of the early retirement trend would keep the
employment retio from faling. In some countries, increased participation by working age women or by
international migration could play a supporting role. However, these effectswill be smdl compared with
an extenson of employment rates for the ederly (OECD, 1998b).

The exclusonand margindisationof older people from the [abour force has severa implications
within and beyond the workplace, which have strengthened concerns about the social and economic
impact of the ageing popul ations. The European Commissioner for Employment, Industrial Relations and
Socia Affars, Padraig Hynn expressed this in the European Parliament, “it smply does not make
economic senseto alowknowledgeabl e, experienced and hedthy people to be barred fromemployment
by age. Therewill be no placeinthe 21% century for age discriminationin hiring, training and firing’*®. The
European Commission'® has aso reported that the changes now taking place in firms, with younger
workers replacing older ones, are unsustainable over time.

Waker et a (1997) see three man consequences of early retirement in terms of socid
integration and socid rights of older people. Firdt of dl, the hift from regular towards early retirement
achieved through a variety of mechanisms hasled to aloss of control over the retirement processfor the
individual and has restricted the power to anticipate it. More often, it is the employer who de facto

= Flynn, P. “Older People in the 21¢ Century -anew |lease of life” European Parliament, Brussels, 1-2 October
1998

16 “Modernis ng and improving Socia Protection in the EU”. Communication from the Commission, 1997.



determines the retirement age. There has thus been an erosion of the older worker’s right to work.
Secondly, entitlement of socid rightsisnow no longer automatic. The nature of the contributory principle
has been undermined. Previoudy, people may have rested in the knowledge that they would have
automeatic entitlement to afull pension so long asthey had contributed for a specified time and attained
aspecified age. The flexibility of various methodsfor early exit, and in particular the use of unemployment
and incapacity insurance, may not ensure that a person receives a retirement pension upon retirement.
Also, early exit has resulted inmany older workerswho have ceased economic activity preferring to cal
themselves discouraged workers rather than congdering themselves retired. Findly, dl this has resulted
inthe deva uationand margindisationof the ol der workers remaininginthe labour market. Evidencefrom
the EU Observatory on Ageing and Older People indicatesthat thoseover 50 yearsare over-represented
in the long term unemployed inmost EU countries and those over 45 experience discrimination in terms
of promoation, recruitment and training.

In terms of attitudes towards retirement, the practice of extensve early retirement has led to
expectationto retire earlier than at regular retirement age. Early exit has, for many, become an expected
socid right and a large consensus exists on this form of “cushioned” exits, especially in redundancy
Stuaions. However, not al workers are treated equally in respect to early retirement, so that an equity
problem arises.

0. The pension problem

Early retirement policies have d soset inmotionagrowing structura problemfor socia soending.
Accordingtothe ILO’s 1995 World Labour Report, public pensionexpenditure, asaproportionof GDP
more than doubled between 1960 and 1984 to become the largest angle item in the public budget of
most indudtridized countries. Therea pensionvolumemorethan trebled on average over the period from
1970 to 1989. The largest factor influencing growth in pension costs was the expansion of the range of
persons entitled, particularly in Belgium, Canada, Germany, Finland, France and Portugd. Given the
increase in old age dependency mentioned earlier, demographic pressure on pension expenditures will
begin to increase during the first decade of the next century, when the baby boom generation reaches
retirement age. If at the same time, the working popul ation shrinks, asit has done in recent decades owing
to the decline in participation rates and the reduction in the numbers of young entrants to the labour
market, the contributions and tax base will be consderably reduced. In most countries, the expected
increasein penson costs will substantialy exceed the projected growth rate of total socid expenditure.

Turner et d (1998) note that in the absence of mgor reforms or sometimes dramétic increases
in contribution rates to the OECD public pension systems, a subgtantid financing problem will emerge
as the number of workers per pengoner fdls. If policies remain unchanged, the direct effect of public
penson commitments (abstracting from interest payments on accumulated debt) would increase
government deficits. The largest effect would be for Japan where the pressure of pensions would lead
to a progressve deterioration in government financid balances equivdent to 10 per cent of GDP by
2050.

Chand and Jaeger (1996) found that in order to keep public penson accounts in baance,
contribution rates (including transfers from central government budgets) would have to rise relative to
1992 by the equivaent of as much as 20 per cent of the wage hill inmgor European countries, by 6 per
cent in the case of the United States, Canada and Japan, but could remain stable in Sweden and the
United Kingdom.



Roseverare et a (1996) studied the impact of age-related public expenditures on overdl
government budget positions and on nationd savings for 20 countries. Using demographic projections,
modds were congtructed for the evolution of public pension expenditures and contributions, on the
assumption that present policies continue. The quantitative anays's suggests thet, if no further measures
were taken, ageing would have a mgor impact on government budgets and on nationa savings in most
of the countries consi dered. Amongst the mgjor sevencountries, only the United States and Canada seem
to be well-placed to meet the pressures of ageing, both because pensions expenditure rise only modestly
and because their underlying budget positions are ratively sound. Japan, Germany, Franceand Italy face
strong pressures from pension expenditures and generdly have underlying budget positions that would
add to public debt, evenif demographic pressureswere absent. The United Kingdomfacesno sgnificant
pressurefromageing, but public debt would neverthelessrise. Audtria, Finland, the Netherlands, Portugd,
Spain, and Sweden experiencearapid increasein public debt, but Austraia, Bdgium, Denmark, Iceland,
Irdland and Norway experience only a mild increase or, in some cases, a decrease in public debt,
between now and 2030. Not dl these smulations incorporated recent reforms designed to reduce
benefits and the contribution rates.

Incondusion, research pointsinthe same direction. Withunchanged policies, projected pension
benefit levelswill greetly exceed projected pension contributions inmost of the OECD countries, resulting
in large increases in deficits in the pengion accounts, and in public finance in generd.

10.  What arethe policy options?

Different options as to how this problem could be overcome are being discussed. Firdt,
contribution rates could be increased. However, thisis palitically difficult as it would be unpopular and
could lead to socia conflict, epecidly as socia contributions are already very high in many OECD
countries. It isaso in contradiction with the goal of reducing non wage labour costs, believed to boost
employment growth. Another possibility isto raisetaxes sdectively or to expand the tax base to include
the people hitherto exempted (such as pensoners themsealves). Taxing enterprises on productivity gans
has a so been considered. However, this may have negdtive effects on production costs, competitiveness
and productivity. Even encouraging personal savings on alarge scale seems to have disadvantages as it
would accentuate socid differencesand could withdraw too much money fromcirculation, whichwould
affect economic growth. A more promisng solution is the increase of tax revenues through higher
employment rates of older workers: governments could alow older workerswho are willing and able to
work, to remain active longer, possibly beyond the statutory retirement age and companies could accept
active retention policies.

Another option is to reduce benefits. However, this has serious consequences for those who
aready have alow penson. It may be necessary to apply suchareductionsdectively or adopt measures
to protect the most vulnerable. Insome countries, losses in public pensions are compensated by private
pensons. A third possibility isto increase the statutory retirement age modifying the rise in the number
of pensioners relaive to the number of contributors. The statutory retirement age of 65 was fixed early
inthe century whenlife expectancy was below 50. Now thét life expectancy is close to 80, the retirement
age is4ill the same or evenlower. Most OECD countriesare engaged inreforming their pensionsystems
and most use a combination of araisein statutory and effective retirement age, a raise in contributions
and acut in pensonlevds and anincreaseinthe private pensioncomponents. Box 1 presentsasummary
of of thesereforms. Reforms differ depending on the country and the pension system. However, some



gmilarity can also be seen. Pensions are more and more based onathreetier sysemwithabasic pension
(often means-tested), a contribution based eement and a capita funded private pension. The shares of
each component in pensions differs but al countries tend toward such a composed systems.

Extengve changes, such as a non means-tested minmum income for dl or a tota reliance on
capitd funded pensions, have not yet been redized. High budgetary costs for the former and high
insecurity for the latter have hindered reformersto adapt these solutions. However, the three pillar system
has to be seen as awide compromise betweenthe two radica views and the old contribution based pay
as you go systems which admittedly have run into serious financid problems because of the ageing of
populations. Together with a rise in retirement age, these reforms are meant to stabilise one of the
essentid elements of the welfare State.



Box 1
Recent pension reforms: I mpact on incentives to work

The motivation for these changes has been cost containment and financial balance in the face of ageing populations. An
important component of the reforms has been the lengtheningof the reference period used in determiningthe value of pensions
(France, Spain and Sweden) or the length of the contribution history required for early access (Belgium), and changesin the
indexation of pensionsto net wages (Germany and Japan) or prices (France) instead of gross earnings. Several countries have
asoincreased the standard age of entitlement (United States, Japan, Italy and New Zealand), altered the pension accrud rate
and/or the value of pensions (France and the United Kingdom), and given people greater choice to determine at what agethey
could access benefits (Germany).

United States: The 1983 reform, will be fully implemented in 2022 and includes:

(i) raising of the standard entitlement age to public pensions from 65 to 67.

(if) increase of the actuarial adjustment factor for each year of work beyond the standard age from 3 to 8 per cent, while the
pension systemwill still allow accessto pension at 62 but withan adjustment factor of 6 2/3 per cent for each year retirement
taken from the age of 64 onwards plus 5 per cent for each year of retirement taken at 62 and 63.

(iii) invariability of the implicit tax on continued work for ages 62-64 but decreases for ages 65-69.

Japan: The 1994 reform, will be fully implemented in 2025 and includes:

(i) raising of the standard eligibility age for the basic component of pension payments from 60-65 for employees, access at
the age of 60 still being possible but with an actuarial adjustment yet to be decided.

(ii) raising of the contribution rates until the long-run stability of the system is achieved: this, however, would imply an
increase from 14.5 per cent in 1995 to around 30 per cent according to official projections.

(iii) reduction of disincentives to work for ages 60- 64 (assuming that the actuarial adjustment factor will be similar to that
currently applied for the self-employed) but the increase in contributions implies that the implicit tax increases significantly
prior to the current retirement age of 60.

Germany. Reformsin 1992 and later will be fully effective after the year 2004 and include:

(i) Actuarial reduction applicable to seniority pensions from the age of 63 (for males) and actuaria increases for deferred
retirement. The adjustment factors are 3.6 per cent per year of early retirement plus reductions due to fewer contribution
years, and 6 per cent for each year of retirement after 65, in addition to increases due to alonger contribution history.

(i) Old-age pensions available to some categories of workers a the age of 60 (including unemployment pensions) will also
be subject to actuaria reduction.

(iii) Reduction of theimplicit tax on continued work for ages 60 to 64 and 67 t069, but the system will continueto discourage
work after the age of 55.

In Germany, new reforms are under way. These reforms plan, inter alia, to introduce a (i) moratory on indexation which
decreases the pension/wage ratio and (ii) a basic minimum pension.

France: The 1993 reform, which will be fully effective in the year 2008, includes:

(i) Increasing the contribution period for full pension from 37.5t040years. For an employee who has contributed since the
age of 20, strong incentives aregiventowork until the age of 59 whereas there is an implicit tax on working from 57 to 59 in
the current system.

(iil)However, asthereis still the option to retire via the ordinary unemployment benefit system ad special early retirement
schemes, theimplicit tax is unchanged when people retire via the ordinary unemployment benefit system and special early
retirement schemes.

Italy: The 1992, 1995 and 1997 reforms will significantly change the public pension system:

(i) the standard retirement age will be gradually raised to 65 for men and 60 for women (by 2002);

(i) the earliest age for seniority pension will be gradually raised (54 currently) and this typeof pension will be abolished in
the year 2013; and

(iii) pensions will be gradually determined by contributions over the entire working life. These reforms, when fully
implemented, imply that the pension system will be fully contribution based.

United Kingdom: The 1986 reform, which will become fully effective in 2028, implies:

(i) reduction of the annua accrua rate in the State Earnings Related Pension Scheme (SERPS) from 1.25 to 0.41 per cent.
However, the original intention with the SERPS was that maximum replacement rate should be 25 per cent, implying that
accrual rates after 20 years of contributions would be zero. The reform thus increased the pension wealth accrual after 20
years 20 years of contributions, but disincentives still remain.

Severd of the smaller OECD countries have made changes to their pension system toencourage the elderly towork: Finland
has introduced an age-specific pension accrual rate for those continuing to work between 60 and 70 (2.5 per cent increase in
pensions for each year compared to 1.5 at younger ages), although it would not affect persons with along work history
because of a ceiling on the pension replacement rate attained before the age of 60. A few countries (Austria) with special
systemsfor civil servants are aligning conditions in these schemesto that of the standard system.




Sour ce: Blondal S. and Scarpetta, S. (11998)

The ILO beievesthat ensuring asmoothtrangtionfromwork to retirement is a desirable option.
Thisimpliesthat retirement should be flexible and that early retirement should be actuarialy neutra, so
that decisions on retirement would depend on individuas comparison of the costs and benefitsof extra
years of work. Incentives to retire early should be removed and those who wish to continue working
beyond retirement should be alowed to defer their daim to an old-age pension with a corresponding
increasein itsvaue.

Gradua retirement is an option which has important advantages. For ingtance, Casey (1997)
showed that (i) it hel psto overcome the supposed “ pension shock” associ ated with atoo rapid trangition
from working to not working; (ii) it permitsthe demands of work to be better adjusted to any declinein
capabilities that might be associated with age; (jii) it enables older people to stay longer in work than
might otherwise be the case (by avoiding early retirement or by enabling later retirement) and thusrelieves
pressure on pension and other income replacement systems; (iv) it provides a more “gentle way” of
affecting labour force reductions and might open up employment opportunitiesfor others bothyoung and
old; and (V) it retains experience within the employing organisation and, suitably managed, facilitatesits
trangition to next generaions.

The ILO bdlievesthat ensuring asmoothtrangtion from work to retirement isadesirable option.
This implies that retirement should be flexible and that early retirement should be actuaridly neutrd, so
that decisions on retirement would depend onindividuds comparisonof the costs and benefits of extra
years of work.

A flexible work-retirement trangtion would be a good example of active ageing -the capacity
of people, as they grow older, to lead productive lives in the society and economy (OECD, 1999).
Incentivesto retire early should be removed and those who wish to continue working beyond retirement
on apart time basis should be alowed to defer their claim to an old-age pension with a corresponding
increaseinitsvaue. Despite these advantages and asubstantial body of literature advocating itspractice,
the incidence of gradud retirement in the OECD countries is limited. This seems to be linked to the
preferences for full early retirements with high wage replacement rates. It isdso interesting to see how
inGermany a pervasive gradud retirement system has been changed, by collective bargaining, into afull
ealy retirement scheme. As of 1998, former full early retirement provisons, which turned out to be
extremdy costly for socid security budgets, had been changed in a part time early retirement scheme. If
workers went from full timeinto part time work at the age of 58, ther wages would be topped up to
around 80 percent (for a50 percent working time) if they were replaced by new hires. However, in the
metd indudry, collective bargaining agreements stipulated that workerswould retire at 55, work five
yearsfull time up to 60 and thenretirefor good, while drawing 80 percent of their sdariesover the whole
period. This certainly was not the intentionof the changesintroduced but shows res stance to dtering the
old practice of full early retirement.

(i) The redlisation of active ageing

Theideaof active ageing wasrai sed for the firg time at the G8 Denver Summit inJune 1997. The
heads of state and government discussed how thelr countries can promote active ageing by removing
disncentives to labour force participation and lowering barriers to flexible and part time employment.
They dso discussad the trangtion from work to retirement, life-long learning and ways to encourage



volunteers (Find Communique of the Denver Summit of the Eight, 1997).

As we have aready mentioned, older people have now the capacity to be active in society
beyond the age of 60 and even 70. Thereis evidence that serious incapacities are concentrated inthe last
two to four years of life. In section 5 we have seen that there are no valid reasons for terminating work
in people’ s 60sif they wish to continue being active.

Exigting demographic and labour market trends have been toward a concentration of leisurein
the last third of life and of work in the middle of life. The active ageing reforms described in box 2
suggests that a better dternative would be a more flexible mix of leisure and work (and of learning and
care-giving) over the course of life. Lifelong learning and more flexible work-retirement transitions may
help to break down the standard sequencing of life in education, payed work and retirement.

Box 2
Active ageing reforms according to OECD

Active ageing reforms are those that remove undesirable constraints on life course flexibility and that strengthen support to
citizensin making life time choices. An example of the former is the removal of incentives to early retirement. An example of
thelatter islifelong learning which will help people to maintain autonomy as they grow older. Reform directions in many of
these program areas are similar. Convergent themes include:

. Greater emphasis on prevention: making inexpensive interventions such as providing public information at an early
stage of life and thereby reducing the need for later remedial action.

. Use of remedial interventions that are less fragmented and that are concentrated at critical transition pointsin life -
early identification of problems, use of case management techniques, coordination among various agencies and
measurement of outcomes.

. Better baance in the life time costs and benefits of programming to provide less constrained choices and greater
responsibility at the level of individuals -such as greater linkage of life time pension contributions and benefits.

. Without a common strategic framework for reform, changes in one area can offset reforms in another; reforms
necessarily cut across traditional programme boundaries. A common framework would also improve the quality of
on the ground service ddlivery by facilitating cooperation among many agencies. There would be opportunity for
sharing of lessons learned across disciplines and exchange of data and research results.

Sour ce: OECD, 1998b.

Following the Kobe Jobs Conference of November 1997, the G8 countries presented individua
action plans on how to cope with the ageing of their populations. Five countries identify in their action
plans, described in box 3, their palicy priorities to attain the redization of an active ageing society.



Box 3
Active Ageing strategies

France

. Gradua introduction of lifelong training schemes

. Development of progressive early retirement systemsin order to ease the transition from work to retirement
. Limitation of early retirement schemesin order to raise the participation rate of the older workers

. Reforms of the standard and supplementary retirement pensions have been implemented in order to raise the

effective retirement age by a progressive increase in the years of service required to obtain afull pension.
However, people who started work at avery early age will be allowed to retire after 40 years of service, even if
they have not reached the legal retirement age.

Germany

. Implementation of measures towards raising the retirement age limit

. Possibilities for a smooth transition to retirement have been widened by introducing par-time retirement schemes

. Improvement of employment opportunities for elderly workers

. Support to set up of a senior-expert bureau

Italy

. Implementation of measures (law 196/1997) to promote the realization of active ageing such as incentives for part
time employment contracts.

. Development of additional voluntary forms of assistance in both the health and social security sectors.

. Creation of private pension funds. Mutual fund management firms, such as banks, securities firms and insurance
companies will be allowed to stipulate agreementsin order to manage pension fund assets.

Japan

. Promotion of measures to ensure continued employment up to 65 years of age.

. Encouragement of re-employment of older workers with the assistance of public employment services

. Development of “silver human resource centres’ -organisations which promote remunerated socia activities at
locd level

. Promotion of certain types of employment tailored to the needs of older workers, such astemporary or part time
jobs

. Promotion of human resource development according to the specific needs of older workers.

United States

. The 1965 Older Americans Act provides the framework for addressing the needs of the older workers. The Act
fosters independence among seniors by providing socia and community servicesto older personsin greatest
socia and economic need.

. The Act authorises awide array of service program through a nationwide network of 57 state agencies on ageing
and 660 area agencies on ageing.

. The Nationd Institute on ageing conducts and sponsors research into the biological, social, behavioural and

epidemiological aspects of ageing, with the goal of minimizing the physical, psychological and social problems
faced by many seniors.

Sour ce: http:/library.utoronto.ca/www/documents/g7/adhoc/jobs97_annex1.html

Asdiscussed in the firgt section of this paper, ageing implies that older workers will become a
greater proportion of the labour forceinthe firg haf of the next century. OECD labour markets have to
face the chdlenge of integrating the increased supply of older peopleswillingto remainactive by removing
or reducing the barriersto working longer in life.

11. Employability of older workers

Current employment problems of older workers are rooted in ther rdatively low levels of
foundations sKills, such as literacy and numeracy (OECD, 1998a). The International Adult Literacy
Survey (IALS) undertaken by the OECD and Statistics Canada (Literacy Skills for the Knowledge
Society, 1997) concludes that in dl countries surveyed, the literacy skills of the younger age group are



higher thanthose of the older group. At least 25 per cent of the adultsinthese countries fail to reach leve
[11 (out of the V) onliteracy proficiency. Leve 111 isregarded by many experts as aminimum for coping
with the complex demands of everyday life and work.

Astable 11 shows, OECD Empirical research (OECD, 1998a) foresees that the cohort of
workers aged 45-64 yearsin 2015 will be better educated than their counterparts today. The share not
having completed upper secondary schoaling islikdy tofdl by over one-third. Althoughthistrend islikely
to occur for dl OECD member countries, large internationa differencesin the digtribution of education
leves will peras. The same report stressesthat older workers displaced from production jobs, a group
withlow educationd atanment onaverage, are at ahighrisk of remaining joblessfor an extended period
of time and typicaly experience large earnings lossesiif they do become re-employed.

Table 11
Distribution of educational attainment of the labour force aged 45 to 64 years, 1995 and 2015
1995 2015 (1)
Less than Upper Non University Less than Upper Non University
upper secondary university upper secondary university
secondary tertiary secondary tertiary
Austraia 44.8 29 11.6 14.6 37.1 31.8 12.1 18.9
Austria 33 58.7 15 6.8 175 69.8 2.8 9.8
Belgium 46.2 27 13.3 13.5 25.7 35.6 19.1 19.6
Canada 27.7 24.8 29.3 18.2 14.1 30.1 33.8 21.9
Czech Republic (2) 15.2 72.4 . 12.4 7.1 78.3 . 14.6
Denmark 35.5 42.4 6.1 15.9 23.5 49.6 8.3 18.6
Finland 43.4 36 8.6 12 17.9 56.2 10.5 15.4
France 38.4 44 6.5 111 15.4 57.8 11 15.8
Germany 15.4 58.1 11.7 14.8 8.6 63.5 10.8 171
Greece 71.4 14.4 3.6 10.6 41.5 29.6 9.9 19.1
Ireland 61.3 18.9 8.5 11.3 36.4 314 15.1 17.1
Italy (2) 67.2 21.9 . 10.9 44.6 42.3 . 131
Korea (2) 65 24.8 . 10.2 22.6 51.7 . 25.6
Luxembourg (2) 62 20.1 .. 17.9 53.2 25.8 . 20.9
Mexico 85.1 7 0.5 7.4 64.7 16.7 1.9 16.7
Netherlands (3) 36.9 38.1 . 25 235 46.1 . 30.4
New Zedand 41.6 311 17.3 9.9 31.1 41.1 14.2 13.6
Norway 20,6 51.2 112 16.9 9.4 53,2 131 24.2

(1) The distribution of the labour force in 2015 is based on applying education specific participating rates for individuals aged 45-64
years in 1995 to the population age 25-44 years in 1995

(2) Data for non university tertiary education are included in university education

(3) Non university tertiary education is not applicable

Source: OECD 1998a

This educationd upgrading should provide the bass for workersto acquire skills throughout their
working life, and thus enter their older age rddively well equipped. Nevertheless, longer duration of
schooling cannot be a subgtitute for lifdong learning. Without lifdong learning, the incoming cohorts of
younger workers will continue to have educationa advantages compared with older cohorts, especialy
since their education may be perceived to be more relevant to the current job market.

Another way of increesng the employability of older workers would be to increase the
opportunity for people to change mid-life careers. For ingtance, people who start ther career injobsthat
require skills that diminishwithage suchasmotor capabilities could change to jobs that require skills that
are not influenced by ageing such as communication skills. Such an opportunity would aso buffer the
pernicious effects of structural changes onthe employability for older workers. These older workerswith
obsolete kills, instead of choosing for the early retirement option, would begin anew career. For such
greater flexibility to be a redidic posshility, the potentiad need for late career job changes mut be



anticipated and appropriate training must be undertaken at an early stage in life. Most people canadjust
to new work by building on skills acquired over the working life, provided that the necessary leaning
opportunities exist and provided that the workplace is adaptable.

ThelLO' sWorld Employment Report 1998-99 examinesthelabour market experiencesof ol der
displaced workers in developed economies and argues that "policies are needed to alow for training
throughout working life in order to avoid the obsolescence of skills'. The report stresses that persstent
age discrimination has been reinforced by changes in work organization, in socia security policies and
in the economic environment to increase the vulnerability of many older workers. Redundancy, lay-off
and pressure to withdraw from the labour market are a consequence of such a combination of factors.

In concluson, thereisaclear need to adjust skills and competenciesto meet the needs of ageing
populations and to achieve this god it is imperative to ensure that education and training policies are
adapted to the specific needs of older workers. As we aready noted in section 2 the educational
atanment is srongly correlated withemployment participation. The better educated older employed are
those remaining longer in employment.

(1) Therole of lifdong learning

There are three main reasons why the need for lifdong learning will be reinforced by the ageing
of populations. First of dl, lifdong learning can help the adjustment of workers' skills and competencies
to labour market demand. Secondly, it can help improve the attachment of older workersto the labour
market. As we have discussed, younger workers have on average more years on schooling and have
more access to training programmesthanther older counterparts. Asaresult, it ismore difficult for older
workersto keep up withtechnologica change. Adapting skills will be morefruitful thanlearningnew ones
gven the reatively shorter time to recoup costs. Thirdly, lifdong learning can help to overcome
productivity declines after certain age (OECD,1996).

The ILO emphasized the importance of lifdong learning in the last ILO’s World Employment
Report 1998-99. The report recogni sesthe need for Governmentsto devel op policies aimed at avoiding
the premature exclus onof many older workersfromthe labour market and stressesthat workersare less
likely to face redundancy in later lifeif they have benefited fromaccessto lifdonglearning opportunities.

Lifdonglearning is aso high onthe agendaof the European Commisson. The 1997 Commission
Communication Towards a Europe of Knowledge (1997) places lifedlong learning at the centre of an
integrated approach to future policy action. The Communication stresses the need “to promote on a
lifelong bag's credtivity, flexibility, adaptability, the ability to learn tolearn’ and to solve problems which
are the conditions we must meet in order to avoid the now-rapid obsolescence of skills’.

At the Meeting of the OECD’ s Education Committee at Miniterid Levd: Making Lifelong
learning aredity for dl (1996), Education Ministers stressed the crucial importanceof learning throughout
lifeinorder to ded with the employatility of our againg populationand agreed on Strategiesto implement
lifelong learning (see box 3).



Box 3
Strategiesfor lifelong learning

Strategies for lifelong learning need a whole-hearted commitment to new system-wide goals, standards and approaches,
adapted to the culture and circumstances of each country. OECD Education Ministers agreed to:

. Strengthen the foundations for learning throughout life, by improving access to early childhood education,
particularly for disadvantaged children, revitalising schools and supporting the growth of other formal and
non-formal learning arrangements;

. Promote coherent links between learning and work, by establishing pathways and bridges that will facilitate more
flexible movement between education and training and work, aimed in particular at smoothing theinitial transition
between the two, and by improving the mechanisms for assessing and recognising the skills and competences of
individuals - whether they are acquired through formal or non-formal learning;

. Rethink the roles and responsibilities of all partners - including governments - who provide opportunities for
learning;
. Create incentives for individuals, employers and those who provide education and training to invest morein

lifelong learning and to deliver value for money.

Sour ce: OECD Mesting of the Education Committee a Ministerial Level: Making Lifedlong learning a reality for dl. Paris, 17
January 1996

However, a move towards lifdong learning will be a gradua process. Many issues such asits
financing reman unanswered. 1n the meanwhile, there is ill the imperative need to hep the “ stock” of
older workersto adgpt during the trangtion. Well targeted training programmes and other labour market
policiescanhdp addressspecific current labour market problems of older workers. However, bothstock
(the current problems of older workers) and flow (to start serioudy a policy of lifelong learning for
younger cohorts) policies have to pursued at the sametime.

(ii) Public policies

Older workers do not represent a significant proportion of the recipients of public employment
and training programmes but they are an increesingly important target group. In Japan, severa public
employment and training programmes that hdp older workers to mantain their jobs do exist. These
indude subsdies to employers whose workforce contains a specified minmum proportion of older
workers, subsdiestoemployerslinked to older workerstaking public training courses and public training
programmes directed at older workers about to leave at the mandatory retirement age. However, these
measures remain small in 9ze and there are no evduations of their labour market impact.

The United Kingdom raised recently the maximum age of access to its “Training for Work”
programme for the long term unemployed from 59 to 63 years to help older workers maintain contact
withthe labour force.  France' ssolidarity contractsbenefit workers over 50%. The government hasaso
recently restricted the use of measures that enable unconditiond early exit of older workers from the
labour market by changing digibility criteria and introducing pendtiesfor employersmakingworkersover
50 redundant. Other measures encourage partia early retirement of older workers or part time working
for those dready retired. Part time job sharing encourage employees over 55 to teke partid retirement
while receiving 80 per cent of thar full ime sdary. The leve of the employers contribution to these
schemes depends on whether a younger worker is taken on at the same time. The reduced activity

Y Aswell as long term unemployed, disabled people, disadvantaged youth and those receiving the occupational
integration minimum income



measure alows unemployed ol der persons to supplement their unemployment benefit withapart time job.
Other measures encourage employers to retain and employ older workers by providing subsidies or
exemptions from contributions (e.g. socid security). Initiatives to limit redundancies among 55-60 year
old have shown poditive effects. However, the same measures have not affected the rate of entry into
unemployment among workers aged between 50-54. The overall deterioration of the labour market in
France is animportant factor to take into account whenanaysng the data. Thereislittle evidence on the
employer take up of government subsidies, solidarity contracts and other measures to encourage the
retentionor recruitment of older workers. However, thereis some evidence that employersare beginning
to act on concerns over corporate memory loss as well as agrowing appreciation of partid retirement
schemes (Labour Market Trends, 1997). In Germany, such in work benefits are il rare and part time
retirement schemes have yet to be taken up in significant numbers.

Traning activities are more common in the United States, Canada and Japan than in other
countries. The United States and Canada conduct successful job placement activities targeted at older
low income workers, which indude training or retraining of some kind. These activitiesare accompanied
by counsdling and are conducted mostly by non profit organizations, which have very competent
placement rates of 80 to 90 per cent with older low income people (ILO, 1991).

Samodorov (ILO, 1999) notes that the training of older workers can have, inter alia, the
falowing advantages for employers. (i) The habits, performance, loyaty and other merits of older
workers are better known and (ii) by training older workers, the firm improves its image with the
customers and public a large.

(iii) Enterprise policies

ThelLO' sWorld Employment Report 1998-99 stresses that employerstend to doubt the ability
of older workersto learnnew kills, despiteample evidence that these prejudices are unfounded. Biassed
atitudes towards older workers and their short “amortisation” time as they agpproach retirement age act
asdisncentivesto provide them with training. Lessaccessto job-related traning underminestheir ability
to remain employable in the face of changing work requirements. For the unemployed, the report notes
the crucia role of job-search and counselling programmes and stresses thet they have proved effective
for many older workers who possess marketable skills but need assstance in identifying good matches
with employersin a changing economy.

However, invesinginolder workers hasacost and employers may have doubts about the need
for such an investment. Some employers do not see the need to adapt to demographic changesbecause
they believe that the current Stuation of oversupply of labour will continue, as technol ogica improvement
will further reduce the need for labour. Other employers may hesitate about the returns of investment in
older workers because, for instance, they have a shorter period of service remaining in the enterprise or
because they question the learning ability of older workers. The latter argument could be dispelled by
research results showing that, if gppropriate training methods are used, older workers are able to learn
new skills aswdl as younger ones. Furthermore, inthe future there will be not enough young workers to
meet dl the demand. Skill shortages are dready being observed in certain areas.

Auer and Speckesser (1997) analysed employment developments in the automobile indudtry in
Germany, France and the United Kingdom and concluded that age related exit measures have helped to
maintaining sound corporate cultures in offering socidly cushioned exit options and have also prevented



interna labour market from growing older too fast. However, in the lean employment environment of
meature indugtrid sectors, they have not led to a sustained restructuring of internd labour markets. The
ending of many of the age related exit measures owing to their impact on public and company budgets
could lead to a growing mismatch between the structure of demand and the structure of supply ininterna
labour market. This could have negetive effects on company performance and incresse the probability
of unemployment for workersif no proactive policiesfor managing the age problemareintroduced. Such
proactive policies might cong st of appropriate age related training, age related flexible working time and
work organisation patterns. Box 4 presents examples of enterprise programmes undertaken in severa
OECD countries. These examplesillustrate how some enterprises are taking a long term view of ther
staffing needs and recognized older workers as a va uable resource.



Box 4 Enter prise programmes

Training older workers

British Airways' safeguardstheirreplaceable skills and valuable expertise of itsolder staff. Analysingthe age profiles
of itsworkers, the company found that about 50 per cent were within 10 years of retirement. The company decided
then to establish flexible training methods for specific target groups, with older workers forming a key group. Such
training includes special “learning to learn packages’, aimed to provide older workers with the tools for further
specialist training in aircraft engineering in away that suits them.

Aerospatiale (France) has done considerable research to improve human resources management and setting up in
house training programmes designed for engineers and project supervisors. Thisinvolves analyses of age structure,
career pathsand stateof health. An important effort is being made in terms of training, as regardsbothcontent and the
methods used, for people over 50.

General Electric (USA) trains its 1,100 engineers and technicians, of whom about one third are aged 50 or older.
Although classes are voluntary and on the employee’s own time, participation is high because workers realize that
updating their skillsis essential for continued employment.

High Tec Engineers (USA) developed a successful trainingprogrammefor its older engineers. Participants received
10-12 weeksof half day training at full salary and on completion of the courseweretransferred to positions usingnew
technology. Aerospace Corporation (USA) values continuity on long term projects and an “institutional memory”,
and relies heavily on the skills and experience of older workers. Many continue to work beyond 65 and one engineer
iseven 75 yearsold.

Ford and Vauxhall (UK), in the process of restructuring, focussed on the internal management of human resources
and adopted policies of “no enforced redundancy”. They made considerable efforts to retrain older workers.

The Manducher Group (France), a subcontractor to the car industry, developed career paths for manual workers
which included a very precise programme linking training to knowledge of skills and operations. To ensure a transfer
of skills, they introduced gradual retirement where the workers leaving trained their replacements.

At Xerox (USA), the Senior Employee Program allows workers older than 50 to volunteer for jobs with reduced
responsibility. The new saary is caculated as an average between the old and new jobs, and pension levels are
protected.

AT&T (USA) has trained about 70 job accommodation specialists across the country to work with supervisors to
modify the work environment or equipment for employees who experience workplace problem associated with loss
of hearing and vision and other disahilities.

Hiring older workers

The Days Inns (USA), has benefited from hiring older workers. The company was suffering from very high staff
turnover rates a itsreservation centres and decided to replace 30 per cent of its staff by new recruitsaged 55 and over.
The turnover and absentesism of older workers were less than 1 per cent and the company reduced costs due to
turnover and training by 40 per cent, and guest satisfaction increased. Days Inns tries to retain its senior workers by
offering flexible work schedules, opportunities for advancement, a scholarship programme which can be used for
grandchildren, incentives and bonuses.

The supermarket chain Tesco (UK) employed at the end of 1989 nearly 5,000 workers aged between 55-70 inawide
range of jobs under its “Mature Entrant Programme”. Although older workers represented only 6 to 7 per cent of the
workforce, company policy prohibits age discrimination and age bars on access to jobs. Tesco also found that older
workersactually requiredlesstrainingthan younger staff becausethey wereparticularly receptiveto customer service.
Older workers also exhibited greater stability than younger ones and acted as an stabilizinginfluence. They were more
reliable, had lower levels of absenteeism and were thought to be more conscientious.

B& Q (UK), another supermarket chainwhich hired workers over 50 years, alsofound that older workerswere capable
and competent in all types of work, includingtraining, the useof technology, copingwith physical tasks and providing
good standards of customer service.

First American Bank (USA) uses highly educated retirees as on call-tellers;

Betz Laboratories (USA) has hired older workers to reduce staff turnover; and

Texas Refinery Corporation, nearly 500 of its sales forceof 3,000 areover 60 and arefound torel atebetter to senior
citizen property owners.

Health promotion programmes

Dupont’scomprehensiveworksite health promotion programmes found that participants had 14 per cent fewer sick
days than non participants. Many company fitness programmes specifically target older workers. Examplesinclude
Travellers (Insurance) Corporation’s “Pep up your Life” aerobic classes for older workers and retirees and Aquatic
Classes especially adapted to those with arthritic conditions;

The Swedish General Hospital hastaken important measures toimproveworkingconditionsinorder to counteract
sickness and work injuries among employees.

TexasInstruments' provides “Fitness After 50" classes for older workers and retirees.




Sour ce: World Labour Report, ILO, 1995 and Age and Employment, Institute of Personnel Management, 1993.
12. TheILO’spast work on older workers

The ILO has dways shown concern about older workers. The first instruments, adopted in the
1930s and revised in 1967, amed to provide invdidity, old age and survivors' insurance. In the 1960s,
the ILO drew attention to the specia needs of older workers with regard to training and placement
programmes and at the beginning of the 1970s adopted a resolution on labour and socid implications of
automationand other technological developments, in which it stressed that specia efforts should be made
to protect the jobs of older workers.

Inthe late 1970s ol der workerswere increasingly being marginaised from the active labour force.
The ILO decided then to recognize older workers asacategory of workers who needed protection and
placed anitemonthe agenda of the 1979 Internationa L abour Conference (1L C) entitled “ Older workers,
work and retirement”. The Employment Policy (Supplemntary Provisions) Recommendation, 1984 (No.
169), invited member Statesto respond to the needs of those categories of persons -such as older works-
frequently having difficultiesin finding lagting employment.

By far the most comprehengve instrument on the subject is the Older Workers Recommendation
(No. 162) adopted at the 66" Session of the 1980 ILC. The recommendation aims to protect the right
of older workersto equdity of trestment and stressesthe measuresthat should be implemented to protect
their needs. Box 5 presents a summary of the recommendation. The whole text is attached in the Annex.

Box 5
1L O Older Workers Recommendation, 1980 (No. 162)

The Recommendation defines older workers as those who are liable to encounter difficulties in employment and occupation
because of advancement in age.

It states the principle that employment problems of older workers should be dealt with in the context of an overall strategy
for full employment which gives dueattentiontoal population groups and ensures that employment problems are not shifted
from one group to another.

It calls upon all member States to adopt a national policy that:

. promotes equality of opportunity and treatment for workersof all ages and take measures to prevent discrimination
against older workersparticularly with regard to (i) access to vocational guidance and placement services (ii) access
to employment of their choice that takes into account their personal skills, experience and qudifications (iii) access
to vocational training facilities, in particular further training and retraining; and (iv) employment security.

. aims to improve the working conditions and the working environment at al stages of the working life and devise
measures designed to enable older workers to continue working under satisfactory conditions.

It recommends that measures should be taken to ensure that (i) the transition from work to retirement is gradual,
(ii) retirement is voluntary and (iii) the age qualifying a person for an old-age pension isflexible.

Further work by the ILO has concentrated on expanding penson coverage to a wider
geographica area and increasing the protection of workersin old age and in case of invdidity. To follow
up the recommendation concerning the need to train or retrain older workers, especidly those who have
lost their jobsin declining industries and older women seeking work after having been out of the labour
force due to family responshilities, the ILO has produced a series of publications on training of older
workers and a hand book designed to promote training and retraining.



The ILO shares the view that training and education are particularly important in helping older
workersto adapt to changing demands and opportunities. IN1991, aseriesof Training Discusson papers
onhowto train older people have been produced. They amto provideinformationon methodsto improve
the efficiency and effectiveness of training programmesfor older workers, induding helping ol der workers
to find productive employment. Also in the early 1990s, a series of studies was carried out in seven
countries (Canada, France, Japan, the Netherlands, the United Kingdom and the United States) to
examine nationd policiesand enterprise practicesinregard to ol der workerswith special emphasisonther
conditions of work and trangtion to retirement.

The ILO’s 1995 World Labour Report devoted one chapter to older workers. Among its
conclusions, it stresses the need of a better digtribution of work without sex and age discrimination. It
highlights that this would imply a reduction of working hours and gregter flexibility inworking lives cycles
thus permitting a better inter generationd distribution of work. It suggests that the pension system should
be reformed and entittement to a full pension should be based on a determined number of years of
contributions regardless when the contributions are made over the worklife clycle of an individual.
Everyone would be required to work acertain number of years and the leve of pension would be based
on the best years. This system would alow for interruptions with income support a any time of the
working life. The report emphasizes that policy should move towards the break down the traditional
sequencing of life (preparation for work, payed work and retirement). Thiswould meet the interest of the
workers concerned, would give the employers the flexibility they need and would help to overcome the
financid crissthat the pengon sysemswill have to face in the coming years.

In the G7 medting that took place in Kobe (Jgpan) in November 1998, the ILO stressed that
specid policies towards youth and older workers are necessary to redress current imbaances and that
without strong employment creation they risk being zero sum in nature (as mantaining older workers in
employment would redtrict the entry of younger workers). Therefore, promoting strong overall
employment growth must remain the overriding god.

The ILO’ sWorld Employment Report 1998-99 examinesthe labour market experiences of older
displaced workers in developed countries. It argues the need for training throughout the working life. The
report stresses that once unemployed, older workers face litle chance of finding new jobs. Often, the
response is discouragement and withdrawal from the labour force. The report stresses that governments
should develop policies aimed at avoiding premature exclusion of older workers from the labour market



Conclusion and Policy Recommendations

Reduced inflowsof younger workers and increased life expectancy of the older oneswill dter the
age structure onthe labour markets. The proportionof older workerswill increase, while those of younger
workers will decline. Also, the old age dependency rate will increase dramatically. While ageing on the
labour market needs specific responses in terms of training and changesinwork organization, the increase
of the dependency rates points to the problem of financing the retirement systems. Policies of reducing
labour supply by early retirement will increasingly be affected by the need to prolongate working lifeinthe
face of these changes.

Reforms are underway in dl countries, but they ill face barriers. Companies are not
spontaneoudy indined to maintaintheir ol der workforceintheir jobs and aso public sector jobsarerather
reduced than increased. For both the private and the public sector, early retirement has become a
preferred way of cushioning the impact of redundanciesin many OECD countries.

On the one hand, cutting the trend towards early retirement and maintain the older workforcein
their jobs until alater retirement age seems to be arationd answer to the problem. However, thisis merdy
wighful thinking, unless we have an aggregate increase in the demand of [abour. It presupposes dso that
employment is strongly expanding, because otherwise the maintenanceof the ol der workforce inthe labour
market will displace new hires. That isto say, that offering longer job tenure for the older workforce might
well lead to another inter-generationa problem: the subgtitution between older and younger workers. On
the other hand, cutting the trend towards early retirement and continue present redundancy policies might
smply result in more unemployment a the end of working life, a bleak prospect for developed welfare
States.

In order to cope withthese problems, apro-active policy of the governments, the socid partners
and the companies is required. Incentives could be given to firms which mantan the employment
relationship with their workers, e.g. in the form of abonus as is the case in Austria. The bonus systems
might be topped up by subsidiesfor training or changesinwork organization. Although it would be better
to convince employers, that it isin their interest to maintain the older workers in their jobs, disncentives
inthe formof so cdled “maus’ (e.g. payment of some month of unemployment benefits asin France and
Austria) might be appropriateif companiesfocusretrenchment on older workers. Themoney levied could
be used to design specia labour market programmes for older workers or smply be given to employers
who retain older workers.

Other policiesneeded arecarefully designed progressive retirement systems, whichalowworkers
towork part-time above a certain age limit, without losing thair full pension entitlement. Some systems (e.g.
in Germany) foresee that the wages for a part-time job are topped up by the companies. Thetop upis
refunded by the State if areplacement is hired. Also the option of full-time early retirement should not be
excluded. In some countries, full-time early retirement comes with a replacement obligation, whereby
government (or the socia partners, when they administer the unemployment benefit system) subsidizes
replacement hires.

It seems dso required that equity issuesin (early) retirement practices are addressed by policies.
While possibilities to unconditiona early retirement on the sole basis of reaching a defined age should be
reduced, earlier retirement ages could be consdered for workerswith difficult working conditionsor long
contribution periods.



For many countries it is essential that older workers participate longer in working life. This will
result in anincrease inemployment rates and dleviate pressures on the pension systems. However, while
necessary, this development should not be seen as awin-win Stuation only. It means aso that the baby
boom generation will not enjoy the same rights as the generation of their fathers and mothers. Working
longer and retiring later while paying higher pension contributions for reduced pensions can be seen asa
departure from a redigributive welfare state, digtributing parts of the fruits of growth through early
retirement with decent wage replacement rates. The new welfare state emerging is more based on the
redistribution of wedlth through revenue from actua employment and implies a generd change from
“welfare to work”. While this might be a necessary step, the socid and economic implications of this
“paradigmatic change’ have yet to be fully understood.



ANNEX



Figure 3
Participation rates of older workers (by gender and age group)

More developed regions

100

80 1

7044

60 4+

504

204+

04

204

1950 1960 1970 1980 1990 1995 2000 2010

055-59 Men M 55-59 Women B160-64 Men B 60-64 Women
France

1950 1960 1970 1980 1990 1995 2000 2010

055-59 Men ®55-59 Women B 60-64 Men B 60-64 Women
Germany

70 4+

10 4+

1950 1960 1970 1980 1990 1995 2000 2010

055-59 Men B 55-59 Women B60-64 Men B 60-64 Women




Austria

7044

60 1 —

504

40 4

04

2044

1044 - —

o+ T T T T
1950 1960 1970 1980 1990 1995 2000 2010

05559 Men l5559 Women [ 6064 Men E16064 Wormen
Spain

1204

100:

LI Il 1M

1950 1960 1970 1980 1990 1995 2000 2010

05559 Men B55-59 Women [E60-64 Men @ 60-64 Women

The Netherlands
100 4

90 4

80 4+ —

7044 —

60 4+ | — —

50 4+ — —

40 44 i i

304+ H — —

204H+4 H — —

1950 1960 1970 1980 1990 1995 2000 2010

055-59 Men W55-59 Women B160-64 Men B 60-64 Women



Finland

100

oo |

oLl ]

70 1+

601 —l

50 1+

404

3014

201

101

1950 1960 1970 1980 1990 1995 2000 2010

055-59 Men W55-59 Women E60-64 Men B60-64 Women

United Kingdom

100

60 +

40

20 1+

1950 1960 1970 1980 1990 1995 2000 2010

055-59 Men B55-59 Women B60-64 Men E60-64 Women
Japan

100

1950 1960 1970 1980 1990 1995 2000 2010

055-59 Men M55-59 Women B60-64 Men B60-64 Women



100

100

United States

1950 1960 1970 1980 1990 1995 2000 2010

055-59 Men B55-59 Women B 60-64 Men E60-64 Women

Sweden

10 H

1950 1960 1970 1980 1990 1995 2000 2010

055-59 Men W55-59 Women E60-64 Men @ 60-64 Women

Source: ILO, Economically Active Population 1950-2010. Fourth Edition, 1997.



Bibliography
Ageng Policy of the European Union. hitp://europa.eu.int/comm/dg05/soc-
prot/ageing/index_en.htm

Auer, P. and Speckesser, S. “ Labour marketsand organi sationa change: future working structures
for an ageing work force”’ in Journal of Management and Governance, 176-206, 1998.

Blondd S. and Scarpetta, S. “Retireearly, stay at work?’ in The OECD Observer, Number 212,
June-July 1998.

Blondd S. and Scarpetta, S. “ Theretirement decisioninOECD countries” Economics Department
Working Paper, Number 202, 1998.

Bulletin on Women and Employment in the EU (1994), No. 5

Casey, B. “Incentives and disncentivesto early and late retirement” 1LO-OECD Workshop on
the development and reform of pension schemes, Paris, 15-17 December 1997.

Chand, S.K. and Jeeger, A., IMF, Fiscd Affars Department, “Ageing populations and public
pension schemes” Washington, D.C., Internationa Monetary Fund, 1996.

Communicationfromthe Commisson(1997). Modernisng and improving socid protectioninthe
European Union.

Communication from the Commission (1997). Towards a Europe of knowledge.
EC Employment Report, Brussals, 1998.
European Union, 1995 European Union Labour Force Survey

Find Communique of the Dewer Summit of the Eight. June 1997.
http://mwww.g8denver.org/news/062297.html

Flynn, P. “Older People in the 21% Century -a new lease of life’; European Parliament, Brussels,
1-2 October 1998.

Griffiths A. “Agang, hedth and productivity: a chdlenge for the new millennium” in Work and
Stress, Volume 11, Number 3, July/September 1997.

Hicks, P. “Theimpact of ageinginpublic policy” inThe OECD Observer, Number 212, June-July
1998.

Highlights from the Second Report of the International Adult Literacy Survey: Literacy Skillsfor



the Knowledge Society (1997). HumanResourcesDevel opment, Canada. http:/Amww.nad.calnlsiashtm
Hogarth T. et d, “Costs and benefits of hiring older workers: A case study of B&Q” in
Internationa Journa of Human Manpower, Volume 12, Number 8
IDS European Community Review, “Europe focusses on the role of older workers’, May 1993.

ILO, Internationd Labour Conference 87th Session, 1-17 June 1999Address by Mr. Amartya
Sen, Nobel Laureate in Economics, 15 June 1999.

ILO, “Older workers; conditions of work and trangtion to retirement”. Conditions of Work and
Wdfare Facilities Branch Working Papers, country reports on Canada, France, Japan, UK and USA,
Geneva, 1992-93.

ILO, World Labour Report, International Labour Organization, 1995.

ILO, World Employment Report, International Labour Organi zation, 1998-1999.

ILO, International Labour Organization1997, Press Releases. ILO cadlsfor action againgt youth
unemployment and other foms of socid excduson, 28 November 1997 (ILO/97/31)
http://www.ilo.org/public/english/235press/pr/1997/31.htm

ILO, “G8 Conferences on Employment: Kobe, 28-29 November 1997 and London, 21-22
February 1998" Governing Body. Committee on Employment and Social Policy. GB.271/ESP/4 271
Session Geneva, March 1998.

ILO, Youth, older workers and socid excluson: some aspects of the problem in G-7 countries,
International Labour Office, 1997

Indtitute of personnel management, “Age and employment. Policies aititudes and practices’,
London, 1993.

Kalisch D. and Tetsuya A. “Retirement income systems: the reform process across OECD
countries’ ILO-OECD workshop on the development and reform of pension schemes, Paris, 15-17
December 1997.

K obe Jobs Conference. Annex 1: Follow up activities. K obe, Japan, 28th-29thNovember, 1997.
http://library.utoronto.caiwww/documents/g7/adhoc/jobs97_annex1.html

Kohl, R. and O BrienP. “The macroeconomics of ageing, pensions and savings asurvey” OECD,
Economics Department Working Paper, Number 200, 1998.

Lazear, E. “Why isthere mandatory retirement?’ Journd of Politica Economy, December 1979.

Luckhaus, L. and Ward, S. “Equa penson rights for men and women: aredigtic perspective?’
Journa of European Socia Policy, 7(3), 1997.



Mitani, N. “Extension of mandatory retirement age and employment of older workers in Japan”
in Kobe University Economic Review, Number 36, 1990.

OECD Socid Policy Studies, “Ageing in OECD countries. A critica policy chalenge’ Number
20, OECD, 1996.

OECD Council Meseting at Minigerid Leve, 1999 “Structurd Reform and Ajusment”. The
OECD Jobs Strategy. http://www.oecd.org/subject/menm/booklet/min5.htm

OECD Meding of the Education Committee a Minigerid Leved: “Making Lifdong learning a
redlity for al”. Paris, January 1996 http://mww.oecd.org//news_and_eventsreference/nw96-7ahtm

OECD Working Papers. “Ageing in OECD countries. a status report”, Number 42, 1997.
OECD Employment Outlook, June 1998a.
OECD, “Maintaining prosperity in an ageing society”, OECD, 1998b.

OECD Socia Policy Studies “The trangtion from work to retirement.” Number 16, OECD,
1995bh.

OECD Socid Policy Studies, "The Labour Market and Older Workers', Number 17, 1995a.

Pearson, M.” The implications of an ageing popul ationfor the workplace” in Experience, skill and
competitiveness. European Foundation for the Improvement of Living and Working Conditions, 1997.

Pett, P.C. “Howtotrain older people 1. Generad issues’ Training discussion papers. Number 76,
International Labour Office, Geneva, 1991.

Plett, P.C. “How to train older people 2: recruitment assessment, counsdling” Training discussion
papers. Number 76, International Labour Office, Geneva, 1991.

Pett, P.C. “How to train older people 3: training” Training discussion papers. Number 76,
International Labour Office, Geneva, 1991.

Plett, P.C. “How to train older people 4: Job placement and development” Training discussion
papers. Number 76, International Labour Office, Geneva, 1991.

Pett, P.C. and Brenda T. Legter, “Training for older people’ a handbook, International Labour
Office, Geneva, 1991.

Queen, J.F. “The nature of retirement: survey and econometric evidence” in Munndll, A.
" Retirement and public policy”, Proceedings of the second conference of the national academy of socid
insurance, Washington D.C. 1990.

RecommendationNo. R(89)3 of the Committee of Ministers of the Council of Europeto Member
States on the Hexihility of Retirement Age (1) (adopted by the Committee of Miniserson6 March 1989



at the 424th mesting of the Ministers Deputies) http://www.coe.fr/cm/talrec/1989/89r3.htm

Roseveare, D., et d (1996) , “Agang populaions, penson systems and government budgets:
simulations for 20 OECD countries’, Economics Department Working Paper, No 168, OECD.

Samorodov, A. “Ageing and labour marketsfor older workers” Employment and Training Papers.
Number 33, International Labour Office, 1999.

Shephard R. J. et a “Age redtriction on bus driver sdection” in Journa of Human Ergology, June
1988.

Steinmeyer, H. D. “Badc and complementary pension schemes’, 1996, inOccasional paperson
socia security “Finding the balance: finencing and coverage of socid protection in Europe”, Edited by W.
van Ginneken, International Socia Security Association, Internationa Labour Office, Geneva.
Taylor, P. et d, “Employers and older workers’ in Employment Gazette, August 1993.

The Birmingham summit 15-17 May 1998. Communique.
http://utl2.library.utoronto.ca/disk /mwww/documents/g7/birmingham/final com.htm

Tilldey, C. “Older workers: findings from the 1994 labour force survey” in Employment Gazette,
April, 1995.

Turner, D. e d “The macroeconomic implications of ageing in a globa context”; OECD
Economics Department Working Paper, Number 193, March 1998.

Turner, J. “Retirement income systems for different economic, demographic and political
environments’ |L O-OECD workshop on the development and reform of pension schemes, Paris, 15-17
December 1997.

United Nations, World Population Progpects: The 1996 revision.
United Nations, World Population Prospects: The 1998 revision.

United Nations Population Divison; Department of Economic and Socid Affairs “Below
replacement-fertility” http:/Aww.popin.org/popl998/7.htm

Wadker A. and Maltby, T. “Ageing Europe’, Open University Press, 1997.

Warr, P. “Age and job performance, in J. Snel and R. Cremer (eds) “Work and ageing: A
European Perspective, 1994

Weber, T. et d. “Employment policies and practices towards older workers. France, Germany,
Spain and Sweden” in Labour Market Trends, April, 1997.



Copyright © International Labour Organization 2000

Publications of the International Labour Office enjoy copyright under Protocol 2 of the Universal Copyright
Convention. Nevertheless, short excerpts from them may be reproduced without authorization, on condition
that the source is indicated. For rights or reproduction, or translation, application should be made to the ILO
Publications Bureau (Rights and Permissions), International Labour Office, CH-1211 Geneva 22,
Switzerland. The International Labour Office welcomes such applications.

Libraries, institutions and other users registered in the United Kingdom with the Copyright Licensing
Agency, 90 Tottenham Court road, London W1P 9HE (Fax:+44 171 436 3986), in the United States with
the Copyright Clearance Center, 222 Rosewood Drive, Danvers, MA 01923 (Fax:+ 1 508 750 4470), or in
other countries with associated Reproduction Rights Organizations, may make photocopies in accordance
with the licences issued to them for this purpose.

The designations employed in ILO publications, which are in conformity with United Nations practice, and
the presentation of material therein do not imply the expression of any opinion whatsoever on the part of the
International Labour Office concerning the legal status of any country, area or territory or of its authorities,
or concerning the delimitation of its frontiers.

The responsibility for opinions expressed in signed articles, studies and other contributions rests solely with
their authors, and publication does not constitute an endorsement by the International Labour Office of the
opinions expressed in them.

Reference to names of firms and commercial products and processes does not imply their endorsement by
the International Labour Office, and any failure to mention a particular firm, commercial product or process
is not a sign of disapproval.

ILO publications can be obtained through major booksellers or ILO local offices in many countries, or direct
from ILO Publications, International Labour Office, CH-1211 Geneva 22, Switzerland. Catalogues or lists
of new publications are available free of charge from the above address.




