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Normal Retirement Ages and 
Benefit Accrual Factors 

Retirement age Accrual 
(male/female) factorsb 

U.S. 65/65' -d  

Japan 60/55 0.75 

Germany 65/65 1.50 

France 60/60 1.75 

Italy 62/57 2.00 

U.K. 65/60 0.40 

Canada 65/65 0.50 

Sweden 65/65 - e  
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Benefit Indexation Rules and Generosity 

Maximum 
Benefit replacement 

indexation rate (percent) 

U.S. Prices 41 

Japan Net wagesf 30 

Germany Net wagesf 60 

France Prices/gross wages 50 

Italy Prices 80 

U.K. Prices 20 

Canada Prices 25 

Sweden Prices 60 

a. Population aged 65 years or over/population aged 15 to 64. 
b. Percent of assessed wages per year. 
c. Scheduled to increase gradually to 67 beginning in 2003 (for both sexes). 
d. Increases as assessed Income declines. 
e. Declhnes as number of contribut~on years increases. 
f. Net of income and payroll taxes. 
SOURCE: International Monetary Fund, "Aging Populations and Public Pension Schemes," Occasional Paper No. 147. December 1996. 

In a 1~;~.-;1+yoi1-go (I'iIYGO) pu1,lic 
p u ~ s i o n  1,rog":un lilic [lie I ..S. Soc,i:il 
Security syslem, tlie elclerl>- clepencl- 
ency zitio pro\.icles :I cri~ci:il l i r l l i  
hetn-een p:i!.roll tas ntcs mcl I~ene- 
fit le\.cls: An increase implies r l i ;~ t  
lo\ver Ixnefit le\.els or liigl~er- 121s 

Utes \\.ill I,e neeclecl to 11i:iint:lin 
system sol\-enc).. 

11~1ring tlie next t\\.o clc~cacles. el- 
tlerl). clepenclency ratios :ire [>I-o- 
jectecl to incre:ise ixpiclly in cle\-el- 
opecl countries. :ilmost ;dl of \\.hicI~ 
have 1?!\\-<;0 or partiall!. fiinclccl 
~>i~l,lic pension 1xogr:ims. .la~~:ui's 

~xt io  is :ilre;icly rising sharply, \vliile 
Geru-iany's \\.ill begi11 to spike in 
tlie ye:ir 2000. The U.S. is not pro- 
jeclecl to see a major increiise clntil 
after 20 10. 

For luost o f  the countries inclclclecl 
in tile charts. the ratio encls L I ~  ;it 

:~l~octt .i0'H1 t,y 2040, >In incl-e:ise of 
Inore t1i:in 100% from c~rl-rent le\.cls. 
For Gesm~in); ;lnd Japan, hon-e\-er; 
the ratio \\.ill exceecl 50%). ancl lor 
It;il!.. it is projectecl to reacli 60'1f). 

I'ressure to reform Pi-IYGO pill~lic 
pe~~siion systelns lvill clepenci on the 
generosity of the existing prog~uiis: 

'l'hose offering Inore generous rc- 
placement rates-the fmction of in- 
come replaceel h!. benefits-:1nc1 
those 1na\-i11g fenw reser\.es \\.ill Ix- 
come Imnliriipt earlier if no reSorn~s 
;we ilnplementecl. L~loreo\.er. tllose 
n.liose benefits are \\.age- ":ither 
than price-inclexed ancl those \\.it11 
higher I~enclit accri~al fictors \vill 
experience more r:ipicl gi.on.th in 
o~~tl;iys :is the poplilatiol~ ages. Ger- 
marly. 1:r:~nce. :tncI Italj. have the 
largest replacement szites ancl [tic 
higliest henefit ;iccrii:il f ~ c [ o ~ s .  
'i'licse nations are all SLIII). I'Al.C;O. 

http://clevelandfed.org/research/trends
October 1997

Best available copy


