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Foreword 

T he Future of Pensions and Retirement - 10 Key Questlons 
began with a seminar organised in November 1998 at the 
International Labour Office (ILO) in Geneva by the Geneva 

Association and GINA. This seminar was very productive in opening 
up the debate to include new approaches and solutions to achiev- 
ing a society which integrates older persons better while maintain- 
ing and promoting intergenerational solidarity, The working group 
which had prepared the seminar continued to meet regularly to 
produce a short, clear publication for the general public in French 
in Nov. 2000 and now in English. Coordinated by Genevieve Reday- 
Mulvey, the group included the following GlNA members: 
- Mr. R. Sigg, Head of Research at the International Social Security 

Association, (who in particular prepared Ch. 4); 
- Ms. 0. Seld, Director of Nouvelles Directions, (who helped with Ch. 8 in 

particular); 
- Ms. I. Hoskins, World Health Organization, (who helped with Ch. 9 in par- 

ticular); 
- Ms. D. Bridel, Zonta Club-Lausanne, (particularly with her work on the 

Swiss pension system); 
- Ms. A. Stuckelberger, President of the Swiss Association of Gerontology, 

Geneva. 
All these persons reviewed, up-dated and improved the original draft 

and we would like to thank them warmly for their invaluable contribution to 
this brochure. 

This publication would not have been possible without the generous 
financial support of several Swiss or Swiss-bbsed institutions whom we would 
also like to acknowledge: BSVIOFAS (Swiss Federal Social Insurance Office), 
GERO (Gerontological Economic Research Organization), Les Rentes 
Genevoises as well as GlNA and the Geneva Association. On cover page 
3, we include a brief description of the functions of these organisations. 

Our thanks also go to Mr. G. Tamburi, an international expert on social 
security, for his helpful remarks and comments, and to Michael Mulvey for 
the English translation and revision of th~s publication. 

Genevieve Reday-Mulvey 
The Geneva Association 

Dr. Alexandre Kalache 
President of GlNA ' 
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HAVE PENSIONS ALWAYS EXISTED ? 

Have pensions always 
; existed ? 

Thanks to the industrial revolution and the improvements in living standards 
which flowed from it, the average person dwelling in a developed country 
can now expect, at the age of sixty, to be able to live for at least twenty 
more years. Pensions, a fairly recent phenomenon and based on the prin- 
ciple of solidarity, have been dramatically affected by the rising trend of 
life expectancy as well as by improvements in social protection. 

in the early 1900s iife expectancy at birth in Switzerland - a typical 
industriaiised country - was 46 years of age for men and 49 for women. 
Today these figures have increased to 76 and 82 years respectively. Thus, 
within the space of a century the average iife span has risen by almost two 
thirds. To put this in context: it had taken from ancient times to the end of 
the 19th century to produce a similar increase! 

While our societies have now fully recognised that old-age, as such, 
exists, they have tended in the past to divide an individual's life span into 
just two stages: childhood and adulthood. But over the last fifty or so years 
an increasing proportion of the population have enjoyed a further period 
of healthy iife, often lasting for over twenty years, which has become 
known as the Third Age. Nowadays people even talk of a Fourth Age! 

One of the major social challenges of the first half of the 20th century 
was the struggle to establish the right to a dignified old age with a mini- 
mum of material welfare. But such welfare oniy began to become a reality 
for the vast majority of older persons in industriaiised countries as recently 
as the 1960s and 70s. 

The first compuisory old-age insurance scheme was estabiished in 
Germany in 1889 during the time of Bisrnark. The "Welfare State". modest 
though its beginnings were, had come into being. Employers and workers 
were required to contribute on an equal basis to old-age and disability 
insurance with the goal of providing for the eventual payment of pensions 
to workers as a right and by virtue of the contributions paid. 

in France, some occupationai pension schemes had been estabiished., 
in the second half of the 19th century, but compuisory schemes oniy com- 
menced in the 1930s, and it was not until after the Second World War that 
pension coverage was extended to ail occupationai groups. 

immediately after the Second World War the United Kingdom govern- 
ment introduced its National insurance scheme based on a Social Security 
report produced by William Beveridge. This scheme, among other things, 
replaced the pension scheme which had been estabiished in 1908. The 
new model was based on two principles, universality of coverage and uni- 
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formity of benefits. This model, in contrast to the situation 
in a number of other European countries where benefit 
levels were, and continue to be, determined by the 
amount of contributions paid, was adopted by several 
Nordic countries. - In Switzerland, the conkept of an Old-age and 

Survivors' Insurance (AHVIAVS) was written into the Federal Constitution in 
1925, but legislation implementing the scheme was not adopted until 1947. 
Since that time, however, all Swiss citizens have been entitled to a pension 
if they satisfy the relevant age conditions, although it should be noted that 
it is only since the 60s that the amount of the pension benefit has been 
adequate to provide a reasonable income replacement. 

Pensions as we know them, then, are a fairly recent phenomenon. They 
have been made possible by the establishment of systems of social secu- 
rity and the realisation that it was necessary to provide a measure of 
income replacement for persons who retire from work while taking 
account of the increase in the average life span of populations. They are 
based, for the most part, on the principle of solidarity and are generally, 
though certainly not exclusively, to be found in industrialised countries 
which have the necessary resources to fund old-age insurance systems. 
Other countries have been adopting systems of a similar nature more 
recently but often these schemes are confined to a limited number of pro- 
fessions, e.g.'civil servants. In these countries and elsewhere older persons 
still have to rely mainly on their families for support. 

During the 20th century, the stage of life which we call "retirement" has 

age of retirement" in industrialised countries.The coverage of schemes was 
extended to virtually everyone and pension schemes grew to a state of - maturity thanks to a substantial work force and a popu- 

The current dilemma can lation of retired person$ much huller than at present. 
be summed up as follows: Benefit levels had increased and entitlement conditions 
the societies in which we were relaxed so that there was a substantial net fall in 
live function on the princi- age-related poverty in most industrialised countries. This 
ple of solidarity between is not to say that poverty has been eradicated, and it is 
generations. But for the still significantly high among older women in particular. 
foreseeable future there will But things have changed. Since the early 90's there 
be retired persons have been major pension debates following the realisa- 
and fewer active workers. tion that population changes as shown in projections for 

the coming decades will have severe consequences for 
pension schemes, and because of public spending p,oli- 
cies (e.g. the need in the EURO zone to look closeiJ at 

and limit public indebtedness and to curb escalating social expenditure if 
economies are to remain competitive). 

The fact is that while life expectancy continues to rise and the same 
pensio benefits are paid out but for a much longer duration, the number of 
persoh i of working age will be declining significantly. A dwindling working 
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population must support a growing number of persons 
m aaa~non ro conso~~aar~n who are retired or who will be retiring and this, of course, 
,he resources upon whit poses major economlc and social problems. Various ,he future financing ofper 

solutions have been suggested: raise the level of contri- will be based, 
butions. reduce pensions, delay retirement ages, etc.. urgently need to be rethink 
but there is no single or obvious answer to the dilemma. iw the design of retireme1 

The chapters that follow examine the terms of the for the Twenty First century. 

public debate which this dilemma has raised. At this Professor Denis Kessler. Frenc 

stage it is merely suggested that any solution must have Federat~on of insuranc 
Companles, Par1 

regard to the new shape of our societies: work whlch is Report on the Four Prm 
more flexible and less stable than hitherto, and periods in of Retiremer 
the cycle of life (such as training. work and unemploy- - --- 
ment, family responsibilities, retirement) that no longer coincide w"' ~asily 
identifiable age categories. The debate will raise searching questions 
about solidarity between generations and social groups, values to which 
European societies especially are still committed. 

As with all great social challenges in the 20th century, the right to pen- 
sions has been achieved only after a long and hard struggle and they, the 
pension, remain exposed to erosion. Some recent experience with pensron 
reform (the UK in the 1980s. for example) shows that the terms on which 
benefits are provided and their level continue to be vulnerable. 

Our old-age insurance systems may well need to be reformed in some 
ways, but they also need to be defended. If a valid contribution to the 
debate on the future of pensions and retirement in the 21st century is to be 
made. an understanding of the broader issues and ~mplications is needed. 
It is precisely that broader picture which our brochure seeks to provide. 

The real challenge, facing us over the next few years will be to enable 
men and women to grow older in comfortable retirement and good 
health, to be able to lead lives that are active, committed and pro- 
ductive, useful to others and pleasant for themselves. 

Dr. Fran~dse Forette, Gerontologist. HBpital Broca, 
Journal Libdration, 2000. Paris 

Further reading 
Special issue for the International Year of Older Persons. in particular A socialsecurity for 

all ages, R. Sigg, in the international Social Security Review, No. 3. July-September 1999. 
Oxford: Blackwell Publishers. ISSN 0020-871X. 

The New ~eneration2 Contract Intergenerational relations, old age and welfare, 
edited by A. Walker, London: University College Press, 1996. 

Vleillesses au fll du temps, une revolution tranquille, C. Lallve d'Epinay, J+ Bickel. C. 
Maystre. N. Vollenwyder. Lausanne: Reaiite Sociales, 2WO. 
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Ageing:' 
progress or problem ? 

Ageing is an inevitable process which is at once both individual and 
global. The fact that today people stay fit much longer than in the past is, 
of course, a considerable advance. But current population projection 
trends highlight present and future difficulties which mean thatpension sys- 
tems will have to be reformed (Chapter 3) and, even though some 
changes are already being made (Chapter 5), solving all the problems will 
be a major challenge in the new century. 

Population ageing can be measured in several ways. Those who make 
projections of population ageing - demographers - are mainly concerned 
with the changing age structure of our societies. Fertility rates have been 
decreasing drastically especially since the 1970s and life expectancy has 
increased. As a result of both these trends, there is an accelerating growth 
in the proportion of elderly people, though this is often accompanied by a 
gradual slowdown in overall population increase. And, of course. the age- 
ing process has an effect on the average ages of populations. 

1 
Age and ageing 

Research has shown that ageing is a long-drawn-out process and one 
which varies enormously between men and women, and from one region, 
occupation or individual to the next. Furthermore, the biological, social and 
physiological factors which applied at the beginning of the 20th century 
were far different to what they are today. For instance, our great-grand par- 
ents - or even our grand parents - were lucky to be able to live to the age 
of 60 or 70 years. We live longer in much better health today than people 
did in 1900 or even in 1950. 

This is why some people refuse to talk about "ageing". They regard the 
phenomenon of the increase in life expectancy as the major advance of 
the 20th century.They feel that it is a mistake to describe 60 or 65 year-olds 
as "elderly" or "old", and that publications and statistics that apply these 
labels are simply out of touch with present-day social realities. Statistics do, 
however, serve a purpose, since it is at or around these ages that most 
workers end their labour force activities and paid work for good. Indeed 
what in fact is happening is that the age of retirement is becoming increas- 
ingly disassociated from the age at which people become old. I 

Many workers leave their jobs not at the official or 
legal age for retirement but several years earlier either 
because they have taken early 'retirement" (voluntarily 

l 
or otherwise) or have been laid-off (see Chapter 7), or 
suffer from some form of "incapacity". This leads us to 

I 
7 



another conclusion: the age at which people leave the work force is fre- 
quently neither the age of retirement nor old age. 

Demographic trends 
Data relating to Europe for the years 2000,2020 and 2050 show that the 

proportion of persons of age 60 years and over relative to the rest of the 
population will grow substantially and rapidly over the next half century. In 
contrast, over the last 50 years that proportion has remained fairly stable 
because the number of young people has risen; . ;. , . .  , -,P-:,:'I.:"~ .., 

This change will occur mainly between the years 2005 
and 201 0. Reference is often made to the effects of the very soon the population 
baby-boom - children born at the end of the Second aged 60 years and over will 
World War and in the 1950s who will soon be reaching be than that of the 
retirement. This baby-boom effect is likely to occur. under20s. 
depending on the country concerned, somewhere 
between 2005 and 2030, but in certain European coun- I __IIL ._ rn 
tries the impact will be evident as early as 2006 - 2008 when the numbers 
of those retiring will exceed those entering the work force (See Graph 1). 
From 2020, the population of persons of 60 years of age and over is 
ex~ected to outstri~ the ~o~u la t ion  of under 20 vear-olds in both absolute . . 
as'we~~ as relative tkrms. 

It is not onlv the industdalised countries which see their I 
Indeed, in some countries like China, Argentina. Costa 
Rica and Uruguay growth is even more marked than in 



AGEING: PROGRESS OR PROBLEM ? 

Projected changes in the proportion ot under 20 year oMs to the 60 and ove 
age group w'fbin the European Union 

Young and Old: inverted representation 
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Source Demogropnlc slatus of me European Unron. 1995. LuxernDOuIg 
PrthPc Belct~ons Office of the Furopeon rornrn,mitler 

Europe, and some of these countries are already facing the problem of 
coping with large elderly populations. The situation confronting industri- 
alised countries will also occur in many developing countries, though 
slightly later in the time scale (see Graph 2). 

The challenge of the new demographic situation 
So, is ageing a progress or is it a problem? Without doubt ageing. forithe 

population as a whole as well as for the individual, is an enormous step for- 
ward provided, of course, that it is accompanied by reasonable health 
and decent living conditions. In the 20th century. advances in medicine 
and hygiene coupled with economic and social progress have brought 
abodttan unprecedented demographic revolution. an achievement of 



which we can be justly proud. In the years to come. however, it is impera- 
tive that adjustments be made to our social security systems if we are to 
satisfy the needs of a population which is no longer young. and these 
needs will be very different to those which were only gradually, though suc- 
cessfully, met in the 20th century. 

In identifying these needs it is necessary to talk about the dependency 
rate. This term shouid not be confused with the dependent state of the 
elderly (those who have lost most or ail of their independence or auton- 
omy and rely on others for support) (see Chapter 9).To arrive at the depen- 
dency rate, the number of persons aged 60 years or over who are 
assumed to be inactive is calculated relative to the number of persons of 
working age (that is to say those aged between 20 and 60 years), This fig- 
ure, although somewhat imprecise since it does not take into account 
those in the work force who are under age 20, those who are studying 
beyond that age, those who are in the work force yet who are over 60 
years of age, and, of course, those who are simply unemployed, nonethe- 
less gives a rough and ready but useful picture of the difficulties to be 
faced in financing pensions in the future, especially if 
certain key changes and adjustments are not made. 

In France, for example, there were fwo retired persons 
for every ten of working age in 1970. By 1995 this figure 
had risen to four in every ten. By 2020, the ratio is likely to 
be five in every ten, by 2030 six in every ten and by 2040 
seven to every ten. In certain countries, such as retirement pension 
Germany, Italy and Japan where population ageing has 
been particularly rapid, these dependency rates will be 
even higher. In today's European Union, overall, 3.5 work- 
ers on average contribute to the pension of every retired person. By 2020 
this figure will have fallen and there wili be at best only 2.5 wage earners 
making a contribution to each retired person's pension. 

Naturally these figures shouid be treated with some caution since they 
take no account of current or future changes to pensions and the labour 
market.The dependency ratio is itself a function of the employment rate of 
those who are aged between 20 and 60 years and not merely of the num- 
ber of persons over 60 years of age. Furthermore. the situation wili depend 
on the employment rate of those who are 60 years of age or ove,: And, in 
the final analysis, employment itself is also a function of economic growth 
and immigration, and, in the longer term, of changes in birth rates (see 
Chapter 4). 

To sum up the current debate, then, it can be said that attitudes and 
approaches to demographic change and its implications for penslon 
expenditure fail into four main categories: 
1. For some, pension systems must gradually be adapted through a series 

of moderate reforms which avoid fundamental changes, for example, 
by raising the age of retirement. This can be called the "step-by-step" 
approach; + 

2. Others believe thatthere should be a thorough overhaul of the pay-as- 
you-go method of financing schemes (see Chapter 3 for definition). and 
th~s method should be complemented, if not altogether replaced, by 
private pensions; I 
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I 3. Yet others pin their faith on the capacity of the economy to grow at a 
regular - even if moderate - rate to solve such problems, and argue that 
the principal effort should be directed towards promoting such growth; 

I 4. Finally, the more radical advocate a rethinking of concepts relating to 
work, retirement, social solidarity and the associated role of voluntary 
associations and would concentrate their efforts on finding appropriate 
social solutions to problems rather than merely financial ones. 
The aim of this brochure is to examine these various approaches and to 

defuse the debate by widening it to focus not only on population issues but 
also on other social changes that are taking place. It is hoped that this will 
help readers to reflect on the sort of future society they would like to cre- 
ate for themselves and for others. 

Population ageing constitutes a new challenge that must be 
addressed. It will require a complete re-examination of many of our per- 
ceived assumptions about social security, employment, intergenerational 
solidarity and the way the various age groups participate in the economic 
and social life of our communities. 

i fact, the main issue for pension funding is not population ageing per 
? but the way it relates to changes in birth rates, the structure 01 

mployment and the practice of ret%ement. Paradoxically, as longevity 
as increased, the age at which people exit from economic activity has 
rllen. As one observer has put it, ~uiope has "doubled pension benefi~ 
ears and cut contribution years by around 25%". 

Professor Alan Walker, Sheffield University, United Kingdom. 

Further reading 
Ageing - Exploding the myths. Ageing and Health Programme. Geneva: World Health 

Organization, WHO/HSC/AHE/99. , 
1 

The state of World Population, 1998, The New Generations. New York: United Nations 
Population Fund, 1998. 

The demogrophlc situation in the European Union, 1995. Luxembourg: Office for ORcial 
Publications of the European Communities, 1996. 

Rep r t  on Ageing and Development. a sum mar^ Help Age international. London: Help 
Age Inf&ational. 1999. 


































































