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INTRODUCTION

On 10 Detember 1982 the Council adopted a recommendation laying down the
principles of a Community policy on retirement age.

The recommendation was the product of a Llengthy debate initiated by the
Community some years before, particularly with 1the Council resolution of
18 December 1979 on the adaptation of working time .

The principles Llaid down (part A) in the recommendation provide for more
flexible rules 1in respect of retirement age, the right to financial
compensation of elderly workers whose working time is gradually reduced, the
right to at least a limited form of gainful employment after retirement, and
retirement preparation programmes.

Imp lementation of the aims set out in part A of the recommendation is a
Long-term commitment by the Member States, but part B contains a short-term
commitment, for the Member States are requested within two and a half years to
review their retirement systems in the Llight of the principles laid down in
the recommendation and to notify their findings to the Commission to enable it
to draw up a report for the Council on the progress made and the obstacles
encountered in applying flexible retirement and phased retirement, and if
necessary to propose any other measures needed to achieve common objectives
and facilitate the transition from full-time employment to retirement for
employed persons.

The Commission has therefore drafted this report on the basis of the answers
received. In part 1, the replies provide an overview of the situation in the
Member States, in part 2 the Commission sought to draw certain conclusions
regarding trends and prospects in the Community.

10 C2, 4.1.1980.



I. SITUATION IN THE MEMBER STATES

It would be useful to make a preliminary destinction between three concepts :

1)} The retirement age ;
2) The age Limit ;
3) The age at which legal protection against dismissal is lost or reduced.

By "retirement age" 1is meant the minimum age at which a pension becomes
pavable. By "age Limit" is meant the age at which a person is obliged to leave
kis or her job.

The Jimportance of the distinction was highlighted by the cases nrs.
151/85 Roberts, 152/84 Marshall, and 262/84 Beets-Propper, in which the Court
delivered its judgement on 26., February 1986. The consequences are that the
fact that community law allows the situation wher% men cannot seek a pension
at the same age as women in certain Member States  does not mean that women
should lose their protection against dismissal, in these Member States, at the
(Lower) retirement age for wamen.

No age Llimit 1in the strict sense exists in any Member State, except in the
public sector where it is general. In fact several Member States have adopted
provisions authorizing, forbidding or Limiting the cumul of a pension with
earnings ; moreover, certain have specific provisions designed to change the
rights, vis-a-vis the employer, of employees over retirement age. These
provisions are diverse : thus 1in the United Kingdom, the 'pensionable'
employee loses all protection against dismissal and the retirement age differs
according to sex - which was the genesis of the Marshall case 152/84.

In Belgium however it is expressiy forbidden to dismiss an employee salely for
the reason that he or she has reached retirement age, even though the legal
notice periode for such a person is less than for a "normal" employee.

In the Netherlands the law on equality of treatment for men and women, passed
in application of directive 76/207/EEC, seems to allow an exeption to
protection against dismissal in the case of a retirement age differentiated by
sex ~ thus the question of the Hoge Raad in the case 262/84 Beets-Propper.

The principles laid dcwn in the recommendation are as follows:

a) To ensure that retirement is voluntary, the rules governing the age from
which a retirement pension may normally be drawn should be made flexible.

Several possibilities are envisaged:

- as from a specified age, and if necessary within an age limit,
employed persons should be free to choose the age from which they
could claim a retirement pension;

- failing that, and provided that the system stipulates a specific
age for the granting of a pension, employed persons should have
the right, during a specified period, to apply for a pension in
advance of the prescribed age or to defer it beyond that age.
Reductions in pensions taken early should not be such as to make
it pointless to exercise this right;

1 Directive 79/7/EEC article 7 § 1a)
2 Case 19/81 Burton Rec. 1982 p.555
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- furthermore, flexibility as regards the age of entitlement to a
retirement pension could also be achieved by a system under which
entitlement to a retirement pension arises after a given number of
vears of occupational activity or membership of an insurance
scheme.

provision for employed persons to obtain & gradual reduction in their
working hours during the years immediately preceding their retirement.

Pensioners' right to work. Pensioners should not be excluded from any form
of paid employment.

Retirement preparation programmes should be started during the years
preceding the end of working life with the participation of organizations
representing employers and employed persons and of other interested bodies.

The present situation in the Member States is as follows:

A.

BELG6TITUM

Flexible retirement

Private_sector

Under Belgian legislation, workers generally retire on reaching the age
specified by Llaw (60 years for women and 65 years for men) unless
authorized by their employer to continue working. However, the law allows
an employed person to apply for early retirement or to defer retirement
until after the specified age. Thus, men may apply for a pension at the age
of 60 and women at the age of 55. In such cases the pension is reduced by
5% for each of the years between early retirement and the statutory
retirement age.

According to actuarial calculations, this reduction is not enough to offset
the increased financial burden resulting from early retirement. In other
words, the reductions in the amount of the pension do not therefore
unfairly penalize those exercising this right.

The law allows those workers who have not completed a sufficient number of
years of contributions to defer retirement beyond the specified age and
account is taken of periods of activity after the specified retirement age.
Supplementary pensions are not granted to insured persons who have a
complete contribution record.

~ Legislation (Royal Decree No 95 of 28 September 1982) has been passed
introducing a bridging pension system into the pension scheme for
employea persons making it possible for male workers to receive a pension
at the age of 60 without its being reduced because they are retiring
befcre the statutory age.

To qualify for this bridging pension, the worker in question must be
employed in Belgium and be replaced by a job-seeker.



The grant of such a bridging pension at the age of 60 does not entail any
pension reduction <{(no reduction because of early retirement, on the
contrary the years between that retirement and the statutory retirement
age are added to the contribution record).

- Coliective agreement No 17 of 19 December 1974, concluded by the National
Labour Council and made mandatory by the Royal Decree of 16 January 1975,
introduced a system of supplementary allowances for certain elderly
workers in case of dismissal.

This scheme - tike all the early retirement schemes organized under
sectoral or firm-level agreements authorizing a reduction in the early
retirement age fixed by collective agreement in case of dismissal - is

imposed by circumstances upon the workers rather than chosen by them.

No such measures exist under the legislation governing pensions payable
out of public funds.

Public_sector

{ivil servants in central government departments, employees of semi-public
bodies covered by identical arrangements, teachers, members of the Court of
Auditors, etc., who on reaching 60 years have completed at least five years
of reckonabie service are entitled to a retirement pension. They may,
however, continue to work until the age of 65, beyond which in principle
they may not continue in employment.

Under this legistation on pensions payable out of public funds, men and
women civil servants enjoy equal rights in all respects.

No reductions are applied to pensions requested on reaching the age of &0,
the amount of the pension being proportionate toc the number of reckonable
years.

An official who is recognized as unfit to work will receive, regardless cf
age and years of service (or subject to ten years' service in the case of
an accessory post unless the disability is due to the service itself, in
which case five years is sufficient) a disability pension, which is
calculated Like an ordinary retirement pension, but s of course
proportionate to the number of years of service.

The legislation governing pensions payable out of public funds does not
generally include provision for a pension payable irrespective of age after
a specified number of years of insurance contributions or occupational
activity.

Phased retirement

Private sector

The recent economic recovery law of 22 January 1985 contained social
provisions (Articte 102) including a provision enabling a full-time worker
to work hatf time while receiving an allowance, provided the worker is
replaced by a registered unemployed worker. The reduction 1in working time
would be counted as a period of activity when calculating the pension.
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Workers under 50 years may benefit from this option for a period of only
five years, while workers of 50 years or more may benefit until they reach
the normal retirement age, 1in other words a maximum of ten to fifteen
years.

Public_sector

A civil servant aged 55 with at least 10 years' service may reduce his
working time (half the normal working hours) while receiving 60% of the
salary due for full-time service <(Article 9 of the Royal Decree of
317 December 1984 on work-sharing and the reorganization of working time in
government departments).

Further, teachers aged 50 years may reduce their working time (between 50%
and 70% of full-time service) and draw the salary due in respect of the
hours worked, plus one quarter of the salary which would have been payable
for the hours not worked (Article 11 et seq of Royal Decree No 297 of
31 March 1984 on contributions, salaries, salary subsidies and holidays for
reduced service in the teaching profession and health and welfare centres,
as amended by the economic recovery law of 31 July 1984).

Teachers aged 55 who have at least 30 years' service may be given leave on
personal grounds until they reach the age at which they may claim a
pension. In this situation they will receive as many sixtieths (fiftieths
or fiftyfifths, depending on the fraction used to calculate the pension) of
the last salary received as they have years of service (Article 7-10 of
Royal Decree No 297 as amended by the economic recovery law of 31 July
1984).

Erployment of pensioners

In the private sector, the law provides that a pensioner may continue to
exercise an occupational activity within certain limits. If these Llimits
are exceeded but are no more than double, two thirds of the pension is
payable, otherwise it is suspended.

In the public sector, the law provides that pensioners may continue to
exercise an occupational activity within certain limits of earnings without
affecting the pension. If the Limits are exceeded, two thirds of the
pension is payable or is suspended depending on the size of earnings.

There are numerous private and public organizations which ensure that
people about to retire receive technical information brochures and, in some
cases, training sessions.



D. Preparation for retirement takes place at various levels:

- some firms organize training preparatory to retirement;

- a non-profit making association offers firms training sessions which
workers are invited to attend about one year before reaching
retirement;

- associations and university courses for senior citizens also offer
courses in preparation for retirement.

DENMARK

Flexible retirement

In 1982, when the Council:- recommendation was adopted, the Danish pension
system was organized so that after 15 years' employment, persons whose
capacity for work was significantly reduced could receive an invalidity

pension.

The old age pension (folkepension) is available (to men aged 67 and women
aged 62). Where this was justified by poor health or other serious
circumstances, persons aged 60 could be granted an old age pension by the
Rehabilitation and Pensions Board (revaliderings- og pensionsnavnet). The
Board could also grant an old age pension to a person aged 55 years 1if it
was justified by special social or occupational conditions.

A widow's pension was granted to widows aged 55 who were widowed after the
age of 45, and to women widowed after the age of 45, who at the time of the
spouse's death were responsible for two or more dependent children under
18 years. The pension was also granted during the period of responsibility
for a dependent child under 18 years.

In case of poor health or other special circumstances, the Rehabilitation
and Pensions Board could in exceptional cases grant a pension to widows and
other single women of over 50 years of age.

With a view to simplifying the pension scheme and achieving equal treatment
for men and women, the law on widow's pensions was repealed on 1 January
1984.

Since then the old age pension is payable to everyone at the age of 67.
Retirement at the age of 67 is on a voluntary basis and pensioners may
continue to work while receiving their pension.

Where pensioners do work, there are, however, a number of rules whereby
their earnings between the age of 67 and 70 may be adjusted.

For the persons aged 67 to 69, the basic amount of the pension is fixed in
the light of the income derived from personal work which is included in the
income used as a hbasis to calculate welfare benefits (socialindkomst).
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Income derived from personal work abroad, particularly in one of the EEC
Member States must be taken into account.

Income from personal work may be derived from a wage, 1income replacing a
wage or income derived from work in his own firm in which he still plays an
active part, 1if such income is specified in the types of income covered by
Article 2 of the Llaw on income used as a basis to calculate welfare
benefits.

Alsc regarded as occupational earnings are other types of earnings
generally subject to taxation and deriving from a pensioner's personal
work, in particular fees or attendance payments.

In calculating the basic pension of persons aged 67 to 69 an amount is
deducted from the income established. Identical amounts are deducted for
married or single people.

The amount of the pension is not adjusted unless earned income exceeds a
specific amount which, on 1 April 1985, was DKR 51 600. On 1 January 1985
some 4,295 pensioners aged 67 to 69 were receiving an adjusted pension; of
these, 3,770 had incomes so far above the ceiling that they did not qualify
for a state pension.

The following are entitled to receive an ordinary early retirement pension
at a higher rate, or an ordinary early retirement pension:

1) persons aged 18 to 67 whose ability to work is reduced by 50% or more by
ill health;

2) persons aged 18 to 67 whose ability to work is reduced by 50% or more,
although not solely by ill health;

3) persons aged 50 to 67 where this is justified by social reasons or ill
health.

A person wishing to withdraw from the Llabour market may apply for a
bridging pension (efterldénsordningen) under a scheme which has been in
effect since 1 January 1979. Under this scheme elderly wage and salary
earners may leave the Labour market a few years before the statutory
retirement age, and obtain a more gradual reduction in income than would be
entailed by an abrupt transition from working life to statutory retirement.
Insured unemployed workers aged 60 to 67 may also benefit from this scheme.

To benefit, a person must have been affiliated to an unemployment fund for
at least 10 years within the previous 15 years, although persons who
reached the age of 50 before 6 May 1980 need have been contributing for
only five years within the previous 10 years.

When taking up a bridging pension, those concerned must be registered with
an unemployment fund and meet the conditions which entitle them to
unemployment benefit. In pcarticular, those concerned must be available for
the labour market and must have been employed for 26 weeks in the previous
three years.
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A welfare pension may not be combined with a bridging pension.

Under the bridging pension scheme, insured persons receive a pension
corresponding to the daily benefit paid in case of unemployment. This
amount is payable two and a half years, it is reduced to 80% for the next
two years and to 70% thereafter until the age of 67.

Although the bridging pension is not part of the welfare pension scheme, in
practice it enables many to take up voluntary retirement.

Civil servants are entitled to retire on a civil service pension when they
reach the age of 60 and have worked in the civil service for at Lleast
10 years.

From the foregoing it emerges that the usual pensionable age is 67 years in
Denmark. However, a large proportion of the population may opt for the
early retirement or bridging pension scheme at an earlier age.

On 1 Januari 1984, the number of persons who had taken early retirement in
the 60 to 67 year age group is shown in the following table:

Total % of

i f [ | [ | [
! i | | | | |
|  Age | No | Recipients | % | Bridging | recipients |
[ Years | in this | of early | |  pension | of early |
| | age | retirement | | recipients | retirement and |
| | group | pension I I : bridging pensicns ;
| | |

[ | [ ] [ | I
| 60 | s4,578 | 10,998 | 20.2 | 6,841 | 32.7 |
| 61 | 52,811 | 11,396 | 21.6 | 10,261 | 41.0 |
| 6 | 55,785 | 15,08 | 27.0 | 12,586 | 49.6 |
| 63 | 57,077 | 16,926 | 29.7 | 13,805 | 53.8 |
| 64 | 48,457 | 15,519 | 32.0 | 12,447 | 57.7 |
| 65 [ 49,546 | 17,106 | 34.6 | 12,759 f 60.3 |
| 66 l 47,306 [ 18,475 f 39.1 | 12,936 | 66.4 }
| l | | |

[ I I [ [ ] [
| TOTAL | 365,500 [ 105,502 | 28.9 | 81,535 | 61.2 [
[ | | | | | |

The figures show a phased withdrawal from the labour market.

At a given time, 45,001 people aged 67 were drawing an old age pension
under the national scheme. The total number of 67-year-olds was 46,598
persons - which means that recipients of the national pension accounted for
96.6% of this age group.

The figures also show that about 70% of 67-year-old recipients of the
national pension previously received an early retirement or bridging
pension. Thus, the general public in Denmark feels that opportunities for a
gradual withdrawal from the labour market are perfectly satisfactory.

The Employers' supplementary pension scheme (Arbejdsmarkedets
Tillaegspension (ATP)) is a statutory supplementary pension scheme financed
by contributions and intended for persons between the ages of 16 and 66
employed on the Canish Llabour market. The scheme was set up in 1964.
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Contributions are paid by employers and workers. The scheme 1is managed
according to insurance principles. The pension is payable from the age of
67. The supplementary pension is payable as a survivors pension when:

the survivor has reached the age of 62,

the deceased spouse has contributed to the scheme for at least 10 years
and

the marriage lasted at least 10 years.

B. Phased retirement

In an endeavour to provide an even wider range of opportunities, the
Minister for Social Affairs set up a Committee on 8 June 1984 to prepare a
partial retirement scheme laying down the economic basis for phased with-
drawal from the labour market, thus helping to make the organization of
working time more flexible and ensure greater continuity in the Life of
elderly people.

On 30 November 1984 the Committee submitted the attached proposal for a
partial retirement scheme and underlined the following points:

The scheme should enable everyone to benefit according to their own wishes
and requirements.

It should guarantee that this opportunity remains a real one so that the
Largest possible number of people are able to obtain a partial retirement
pension sufficient to ensure each one economic continuity throughout their
retirement. It should provide for as flexible as possible a transition
between working Life and retirement.

Drawing on the work of the Parliamentary Committee on retirement, on 8 May
1985 the Government drafted the attached partial retirement bill. It should
come into effect on 1 January 1987 and is currently the subject of public
debate.

The bill's aim 1is to enable everyone to arrange their transition from
working Life to retirement according to their own wishes and needs.

It is a flexible scheme providing for the gradual transition from working
life to retirement for as many people as possible.

The bill's basic principles of law are:
- a partial retirement pension may be granted between the ages of 60 and
67 to employed persons and persons With earned 1incomes other than
wages and salaries.
- to quatify for this pension beneficiaries must have a long record of
previous contributions to the employers' supplementary pension scheme
(ATP).

- working time must be reduced by at least 25%.

- the worker concerned must obtain the employer's agreement to part-time
work .
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- the reduced weekly working time must be 15 and 30 hours.

- the amount of the partial retirement pension 1is established on the
basis of maximum annual sickness benefit, 1i.e. DKR 104 416, and is
adjusted in the same way.

- the partial retirement pension is established in accordance with the
reduction in working time, 1in other words a fixed amount is set for
each hour no Longer worked.

- the partial retirement pension is graduated in the same way as early
retirement.

This bill has not yet been adopted by the Folketing.

It should be added that, for economic reasons, the Government does not
think it advisable to make it possible for everyone to retire before
reaching the age of 67.

FEDERAL REPUBLTIC O F GERMANY

General

The award of idnvalidity pensions to insured workers who are unfit for their
previous occupation (Berufsunfahigkeit) or wunfit for gainful employment
(Erwerbsunfahigkeit) and of retirement pensions falls within the competence of
the statutory idnvalidity and old age insurance scheme. To qualify for a
retirement pension, workers must have reached the statutory retirement age and
show proof of a specified period of insurance (Wartezeit).

System in effect until 371 December 1972

The system provided for:
- ordinary retirement pensijons at the age of 65;
- early retirement pensions;

- pensions for insured persons at the age of 60 who had been unemployed
without interruption for at least one year during the period of
unemployment;

~ pensions for women aged 60 who had for the previous 20 years been in
employment covered by the compulsory invalidity and old age insurance scheme
and who were no longer so employed.

To qualify for a retirement pension, contributors had to show proof of an
1nsurance recerd (contribution periods and equivalent periods) of 180 calendar
months.

The early retirement pension may be aggregated with additional earnings up to
a specified ceiling.
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Flexible retirement

Introduction of a flexible retirement scheme and changes in the retirement

pension schemes since 1 January 1973

1. The Llaw reforming and amending the provisions of the statutory
invalidity and old age insurance and sickness insurance scheme adopted
on 16 October 1972 (Federal Law Gazette I, p. 1965), came into effect on
1 January 1973, introducing a flexible retirement system. Insured
persons aged 63, or 62 in the case of the severely disabled within the
meaning of the law on severely disabled people, or persons who are unfit
for their previous occupation or unfit for gainful employment, may apply
for a retirement pension. The qualifying period for the flexible
retirement scheme 4dis 35 years counting for the calculation of the
pension, including a period of dinsured employment of at Lleast 180
calendar months (Article 1248 (1) and (7) of the Social Insurance Code
(RVO), Article 25 (1) and (7) of the law on invalidity and old age
insurance for salaried employees (AVG), Article 48 (1), and Article 49
(3) of the law on mutual insurance for mineworkers (RKG).

Insured persons who, on reaching the age of 65, meet the statutory
requirements conferring entitlement to an old age pension, but do not
apply for such a pension, may continue to work - and to increase their
pension rights - up to the age of 67. This increase amounts to 0.47% of
the pension for every month worked beyond the age of 65.

The pension reform law allowed persons opting for flexible retirement to
engage in paid employment without any limit on the amount earned.

2. The fourth Law amending the old age insurance scheme adopted on 30 March
1973 (Federal Law Gazette I, p. 257) came into effect on 1 January 1973.
It introduced ceijlings on earnings that could be aggregated with the
flexible retirement pension and amended the ceilings on earnings that
could be aggregated with an early retirement pension. It also amended
the increase in pensions deferred to the age of 67.

Insured persons receiving the flexible retirement pension up to the age
of 65:

- may work for a maximum of three months, or 75 working days. The amount
earned thereby is immaterial;

~ may derive from a regular activity remuneration, the monthly average
of which may not exceed 3/10ths of the reference monthly wage. The
earnings from several occupations or activities are aggregated for the
purpose of these calculations.

In addition to their early retirement pensions, insured persons may
derive from a regular activity additional income which may not exceed
1/8th of the reference monthly wage.

Insured persons who meet the conditions of entitlement to a pension and
do not ciaim their pension between 65 and 67 years receive an increase
of 0.6% of the annual amount of the retirement pension for each calendar
month.
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3. The law amending and improving the financial basis for the statutory old
age and invalidity insurance scheme was adopted on 27 June 1977 (Federal
Law Gazette I, pp. 1040 and 1744) and came intoc effect on 1 July 1977.
It further limited the earnings that could be aggregated with a flexible
or early retirement pension. The period of short-term activity was
reduced to two months or 50 working days. In the case of regular
activity, a ceiling of DM 1 000 per month was placed on earnings.

In the case of an early retirement pension, a ceiling of DM 425 per
month was placed on earnings.

4. A law adopted on 6 November 1978 (Federal Law Gazette I, p. 1710) with
effect from 1 January 1979, provided for the lowering 1in stages of the
age of entitlement to flexible retirement for severely disabled and
insured persons unfit for their former occupation and unfit for gainful
employment. Entitlement to flexible retirement was lowered to 61 years
with effect from 31 December 1979, and to 60 years with effect from
1 January 1980. A ceiling of DM 425 is applied to additional earnings up
to the age of 62.

5. The Employment Promotion (Consolidation) Law was adopted on 22 December
1987 (Federal Law Gazette I, p. 1497> and came 1into effect from
1 January 1982. It specifies that in the case of unemployment early
retirement may be claimed only by insured persons who have been in
employment covered by the statutory invalidity and old age insurance
scheme for at least eight years in the preceding 10 years.

6. The law governing measures to reduce the burden on public resources and
stabilize financial trends in the 1invalidity and old age 1insurance
scheme and the extension of investment aid was adopted on 22 December
1983 (Federal tlLaw Gazette I, p. 1532) and came 1into effect from
1 January 1984, It reduced the qualifying period for a retirement
pension at the age of 65 from 180 to 60 calendar months.

The various rules concerning the award of retirement pensions are set
out in the attached table.

Phased retirement

The two sides of industry sometimes resort to a phased reduction in working
time for workers in the years leading up to retirement. A large number of
collective agreement, involving a wide variety of arrangements, provide for
paid rest periods for elderly workers engaged in a particularly arduous
work (shift work). For example, 1in the tobacco industry, the working week
was reduced to 20 hours with no reduction in nay. In other sectors of
activity (for example, breweries in North Rhine-Westphalia) grant paid rest
periods which, in extreme cases, can amount to 28 days' Leave.
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Right to work
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1985 : AGE OF ENTITLEMENT TO CLAIM A RETIREMENT PENSION AND ADDITIONAL EARNINGS
Provisions governing age Limits and ceilings on aaditional eamings under
flexible retirement and early retirement schemes in 1985

pericds and equivalent periods) of
180 ca’ ndar months, with at least
&1 comg :lsory contributions in the
last 0 vears

I ] AGE ] i CONTINUED |
| CATEGORIES [LImIT | CONDITIONS ! ACTIVITY |
I [YEARS | | !
f I | l T
[ ALL insured persons | 65 | Qualifying period (contribution | No ceiling on earnings |
l | | periods and equivalent periods) | |
| | | 60 calendar months I !
[ | l ' !
| ALL insured persons | 63 | 35 reckonable years including a { Up to the age of 65, no |
| | | period of insurance (contribution | limit on additional !
| | | periods and equivalent periods) of | earnings for an activity |
! J | 180 calendar months | Limited to 2 months each |
| | | | year, or 50 working days, |
{ | | | otherwise a ceiling of [
i | | [ DM 1000 per month. |
[ [ I | !
| Persons who are | &0 | | For the severely disabled, |
| severely disabled or | | | additional earnings up to |
| suffering from | | | 62 years are Llimited to |
| occupational or | | | DM 425 per month |
| general irvalidity | | | |
T | f I T
| Unemployed persons | 60 | Qualifying period (periods and | No Limit on eamings from !
l | | equivalent periods) of 180 calendar | employment limited each I
| | | months and periods of unemployment | year to 2 months or 50 wor-|
| | | totalling 52 weeks in the previous | king days, otherwise a l
| [ | 18 months | ceiling of DM 425 per month]|
l | | ! |
I | | Must have been in employment | (For severely disabled |
I I | convened by the compulsory invali- | people aged &2, the l
I | | dity and old age insurance scheme | ceiling on additional I
| I | for at least 8 of the previous | eamings is raised to !
| | | 10 years | DM 1000 per month, where |
l I | | all the conditions relating
| | | | to flexible retirement are |
| | | | met |
| | | I l
| | | The 10 years period is increased by | I
| | | periods of absence (unemployment or | |
| | | sickress) equivalent periods, and | !
| | | periods when a pension is received | |
| | | even if these periods are not nor—~ ! |
| | | matly taken into account in calcu= | |
{ | | lating years of insurance | |
[ [ |
} Women } &0 lI Qual’Tying period (contribution |
!
| [ | |
| | i |
l ! l |
| | | |
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GREETCE

Flexible retirement

Under Greek legislation, early pensions may be granted to persons who wish to
retire before the normal retirement age, i.e. 65 for men and 60 for women.

Full old-age pensions under the general scheme (IKA)

A full old-age pension 1is granted from age 62 for men and 57 for women,
provided that the person concerned has paid contributions in respect of at
least 10,000 working days.

Insured persons are entitled to a full old-age pension if they have paid
contributions under the IKA scheme in respect of 10,500 working days and have
reached the age of 58 (35 years work; rule applicable to both men and women).

Persons working 1in jobs classified as "arduous" or "unhealthy" under IKA
rules are entitled to a full old-age pension at age 60 (men) and 55 (women),
provided that they have paid contributions in respect of 4,050 working days,
4/5ths of which, i.e. 3,240 days, involved arduous and unhealthy work and
that 1,000 of those 3,240 days were worked in the last ten years before the
age Limit.

The introduction of regulations lowering by two years the normal retirement
age for building workers, i.e. 58, has recently been announced.

Those who work underground (e.g. in brown coal mines) may retire at 55 if
they have worked at least 4,050 days underground, 500 of which were after
28 December 1979. These 500 days are increased by 175 days on average per
year from 1.1.1984 to reach the figure of 4,050 days worked.

Employees of airline companies are also granted various facilities regarding
retirement.

Reduced old-age pensions (IKA)

A reduced old-age pension may be granted to men aged 60 and women aged 55,
provided that they have paid contributions 1in respect of 4,050 working days,
including 100 in each of the Llast five years before reaching the reguired
age.

At age 60 for men and 55 for women, provided that they have paid
contributions in respect of at least 10,000 working days. This figure must
include at least 100 days worked in each of the five calendar years preceding
the year in which the application for retirement was submitted.

Old-age pension at 56 for men and women who have paid contributions in
respect of 10,500 working days (35 years).

In the three cases referred to above, the pension is reduced by 1/200th for
each month before the normal age of entitlement to the old-age pension.
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Pension for mothers of dependent children

On reaching the age of 50, insured women (whether married or widows) who have
dependent children may draw their pension provided they have paid
contributions in respect of 5,500 working days and do not receive a pension
from IKA, the State or any other principle insurance body. In this case, the
pension granted is reduced by 1/200th of the full pension for each month
before the age of 55, but may not be less than the minimum laid down.

Right to work

Persons in receipt of IKA pensions may pursue gainful employment provided
that recipients of the old-age pension do not earn through such employment
(or through a self-employed activity) an amount greater than 35 times the
daily wage of a manual worker (i.e. DR 1 422 x 35 = DR 49 770), at which
point the pension is suspended.

Workers who have retired or grounds of having paid contributions for 35 years
may not pursue any type of employment, wunless the amount of their pension is
equal to the minimum pension granted by IKA.

FRANCE

Flexible retirement

There is no mandatory retirement age under the general social security scheme
in France (there is only a minimum age for entitlement to the old-age
pension, which is currently 60).

Retirement is a right, not an obligation. Any worker may, therefore, postpone
the age at which he wishes to take his old-age pension for as long as he
wants.

From the age of 60, employees may obtain a pension calculated on the basis of
the maximum rate (50% of average annual wages) if they have paid insurance
contributions for a total of 37.5 years regardless of the basic retirement
schemes involved.

However, certain categories of insured persons may also obtain a pension from
the age of 60 calculated on the basis of the 50% rate without having to give
evidence of 37.5 years of contributions. These are:

-~ persons acknowledged to be unfit for work,
- former deportees or internszes,

- ex-servicemen and ex-prisoners of war and
- working mothers of at Least three children.
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Phased retirement

The French authorities are aware of the negative aspects, both psychological
and social, of suddenly giving up work to draw a retirement pension. They are
therefore paying special attention to the idea of the phased retirement of
elderly workers from working Life.

In 1981, the authorities started looking into a general system of phased
retirement which would allow a worker to gradually reduce his working hours
and at the same time receive part of his retirement pension the amount of
which would increase in proportion to the reduction in working hours.

The economic situation in France, the objectives of the varius socio-economic
groups with regard to retirement and the difficulties of introducing phased
retirement {internal organization of firms - management problems 1in the
retirement funds) led the Government to abandon the phased retirement concept
and opt for lowering the retirement age to 60, with effect from 1 April 1983.

In 1981, however, ﬁhe Government introduced a phased early retirement scheme
in the private sector open to workers aged between 55 and 65 under solidarity
agreements.

Mainly because of competition from full early retirement schemes offering
extremely generous benefits between the ages of 55 and 65, workers have
hitherto shown Llittle interest in phased early retirement.

Right of pensioners to work

At a time when the Government was adopting a number of measures to allow
employees to give up work earlier, it was essential that the pension
entitlement should give the person concerned a clear choice between carrying
on working and taking retirement.

In view of the employment situation, the Government decided to restrict the
simultaneous receipt of retirement pensions and earned income.

Two measures were therefore taken to this end.

Under the first of these, a person must sever all ties with his employer
before being granted the old-age pension under the general social security
scheme.

The pensioner's right to work is, however, respected.

The only activities affected are those exercised at the time when the pension
is drawn. Any pensioner may therefore take up another activity, for example
in another firm, or pursue a non wage-earning activity.

The seccnd measure imposes a solidarity contribution on all recipients of the
retirement pension (primary or subsidiary rights, basic and supplementary
schemes) aged over 60 who are in paid employment where the total of pensions
exceeds the statutory minimum wage (SMIC) increased by 25% for each dependent
child.

This 10% contribution is shared equally by the employer (5%) and the employee
(5%).
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The contribution goes to the solidarity fund and helps to finance State
unemployment insurance.

These two measures are short-term and will cease to be applied in 1990.

IRELAND

Flexible retirement

Present situation

The social security system provides retirement and old-age pensions . for
private sector employees and certain categories of public servants (mainly
those who work in State commercial bodies). These pensions are paid on the
basis of a uniform rate and are financed from current revenue. The amount of
the pension 1is calculated on the basis of the number of years since the
person concerned took up a job enabling him to be 1insured and the total
number of contributions recorded, regardless of his income. Social security
pensions are not adjusted in any way if the person concerned is also entitled
to an occupational pension, whatever the nature of the latter; occupational
schemes are normally structured in such a way as to fit in with social
security entitlements and are generally more or Lless in Lline with previous
income.

Pensionable age for both men and women is 65. Employees who apply for a
retirement pension at that age are no longer entitled to occupy posts in
which they are compulsorily insured, but this does not prevent them from
carrying on a self-employed activity. By contrast, the age for the old-age
pension has gradually been reduced from 70 to its present level of 66 with no
conditions imposed as regards retirement. Employees aged 65 who prefer to
postpone their retirement are entitled to keep their jobs, thus increasing
their insurance period, and obtain an old age pension at 66, after which no
pension contribution is required. There is no provision for the payment of
social security pensions in the event of early retirement. Employees who
retire before 66 are, however, entitled to unemployment benefit - and to a
supplement calculated on the basis of their wages - paid for a maximum of 15
consecutive months and then to apply for unemployment assistance up to the
age of 66. The granting of such assistance is subject to the availability of
funds.

It is estimated that 1in 1985 around 50% of employees were covered by some
form of occupational retirement scheme. The figure is practically 100% in the
non-commercial public service sector, whose employees are not entitled to the
social security pension.

Occupational retirement schemes in the private sector are generally funded
rather than financed from current receipts. According to the information
available, the normal retirement age is generally fixed at 65, but around one
scheme in ten fixes the retirement age for women at 60. As regards flexible
retirement, it appears that about three quarters of occupational schemes in
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the private sector provide for the possibility of early retirement, the
minimum age for retirement being 50 on average; the Llength of service
conditions vary greatly (the fact that occupational schemes are funded is
likely to Llimit the changes that they might be able to make to retirement age
without significantly increasing contributions).

Occupational retirement schemes in the public sector are generally financed
from current revenue by the central Government. Public service ewployees
generally have to take their retirement at 65, but they may ailso leave from
the age of 60 with a retirement pension (or even before if their retirement
is justified on grounds of chronic ilL health). Provided that they have
served a minimum of five years, public servants receive pensions which are
calculated on the basis of 1/80th of their last annual salary for each year
of service (up to a maximum of 40/80ths or half their annual salary), to
which 1s added a flat rate severance payment calculated on the basis of
3/80ths of their Llast salary for each year of service (up to a maximum of
120/80ths or one and a half year's salary).

Mention should be made of certain recent measures in the field of social
protection which are in line with the recommendation:

(a) preparation for the Government of an extensive set of guidelines on
trends in retirement schemes at national Llevel;

(b) completion of a detailed study of occupational retirement schemes;
(c¢) creation of a new category of persons taking early retirement under the

unemployment assistance scheme.

Guidelines concerning developments in retirement schemes

The Department of Social Welfare is currently drawing up for the Government a
document, due to be published at the end of 1985, on policy with regard to
future developments in public and private retirement schemes.

This document will deal with the integration of public retirement and old-
age, survivers' and long-term disability pensions, the extensicn of social
security pensions to categories currently excluded (mainty the
self-emptoyed), the need to take more account of incomes and finally the role
and development of occupational retirement schemes.

It will make a comprehensive study of the gquestion of making the retirement
age more flexible, dealing both with early retirement and retirement deferred
beyond a fixed age (i.e. 65) and taking full account of the principles set
out in the Council recommendation. It will alsoc set out in detail proposals
for more flexible rules based on income rather than conditions governing
retirement.

Even if provision is made for a proportional reduction in the amount of the
retirement pension, early retirement poses a problem in the sense that a
scheme financed from current receipts reguires in the short term an
additional financial commitment to pay beneficiaries. This additional cost,
which applies to both early retirement on sociazl grounds os well as under
job-creation schemes, s likely to constitute an obstacie to the development
of social security in this area because of current budgetary constraints and
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the Llimits on the additional tax revenue which could be collected from
employees and/or employers to meet the additional expenditure which will
arise in the first few years. Obstacles to the development of flexible
retirement will also arise in occupational retirement schemes, although there
will be some differences due mainly to the fact that these schemes are
funded.

Detailed study of occupational retirement schemes

There is relatively Little information on the scope, field of application and
structure of occupational retirement schemes. The information available is
generally collected by private pension funds and concerns the most wide-
spread schemes with no details of the special rules applying in this sector
or of employees who have no right to occupational retirement pensions.

The Department of Social Welfare has commissioned a study aimed at drawing up
a comprehensive table of the scope and structures of occupational retirement
schemes. The results of this study will soon be available.

They will give a much clearer picture of the balance to be maintained between
public and occupational schemes with a view to improving retirement benefits.
They will also give a better understanding of the flexibility applied in
respect of retirement and the ability of occupational retirement schemes to
stress such flexibility.

Creation of a new category of early retirees of 1interest to Llong-term

unemployed persons aged over 55

Special measures have been announced which will allow persons aged 55 and
over who have been continuously unemployed for at least 14 months to report
to the employment offices only once a quarter to prove that they are still
unemployed instead of once a week as at present. These persons will continue
to receive weekly payments, but these will now be made at the Llocal post
offices, which will be more convenient for them.

Participation will be optional. It is estimated that around 11,000 (or some
5% of the total number of registered unemployed) witl be eligible for this
special scheme when it is put into effect, even before the end of 1985.
Although this measure should not be seen as a flexible retirement pension, it
will be of great benefit for those persons who can consider themselves as
being in semi-retirement and have virtually no prospect of finding another
job.

Phased retirement

The Government has undertaken to promote work-sharing, which is seen as a
means of sharing available jobs between a larger number of peopile anc
enabling a person approaching retirement age to retire gradually from working
Life.

The work-sharing scheme in the public service entered into force on 1 April
1984. Under this scheme, two persons share egually the tasks and
responsibilities attaching to a single post as well as the related salary and
other benefits, On 31 July 1985, a total of 191 established public servants
were sharing a job under this programme. On the same date, 109 additional
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public servants were recruited on a work-sharing basis. This programme is
currently being extended to other sectors of the public service and the
Minister responsible for the public service is planning to give it a further
boost before the end of 1985.

Work-sharing is also developing in the private sector. The federated Union of
Employers, which is monitoring its development, <carried out a study of 600
industrial, wholesale and retail firms at the beginning of 1985. Although the
results of this study have not yet been fully processed, it is estimated that
around 2% of the firms in guestion operate work-sharing schemes. A similar
study carried out in the insurance sector showed that one company 1in 24
operates work-sharing.

As work-sharing is practised so Llittle, it 1is not possible at the present
stage to evaluate the possibilities that it offers as a means of phased
retirement.

Information and consultation services

The Retirement Planning Council was set up in 1976 to coordinate and exploit
existing information and powers with regard to ptanning for retirement. This
body provides its members with information and consultation services, helps
to set up local associations of persons who have taken early retirement,
promotes research 1into retirement and the problems associated with it and
provides advice on how retired persons can be of service to the Community.

The information service of the Department of Social Welfare publishes a
series of brochures informing people of their rights on retirement and their
future rights as retired persons.

An official body, the National Social Services Board, publishes a complete
guide "Entitlements for the Elderly" which sets out all the State benefits
for the elderly.

There are in addition many private and charitable organizations which also
provide information and advice. The main employers in both the public and
private sectors regularly organize or finance courses to prepare their most
elderly workers for retirement.

The public libraries in Dublin and the Bank of Ireland have just published a
"Golden Years Directory" which sets out the various benefits and services
available *o the elderly in all spheres of personal and sociatl Llife.

Ireland recognizes the Council recommendations on flexible retirement as one
of the objectives of social policy. That it has not achieved spectacular
progress with regard to achieving this objective since the adoption of the
recommendations is due to the fact that it forms part of a wider
reorganization - currently being prepared by the Government - of public and
occupational retirement schemes. Measures to improve flexible retirement will
be included in this reorganization subject, however, to the total amount of
resources available for retirement pensions in general.
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ITALY

Flexible retirement

There are several social welfare schemes in Italy; 1in addition to the general
scheme of the Fund for Employees' Pensions (FPLD), which covers 80% of all
workers, there are other special funds administering compulsory insurance for
disability, old-age and survivors' pensions. These funds were set up because
of the specific requirements of the workers that they protect. At present,
the rules governing the payment of benefits vary, therefore, although there
are some common features.

One of these features is the type of benefit, which consists of an old-age or
seniority pension; the conditions to be met for entitlement to the benefit
vary, however.

In the case of the general scheme, the retirement age is fixed by law at 60
for men and 55 for women. There are also a number of schemes, such as those
operated by the Volo Fund and the Miners' Special Scheme, which lower the
retirement age by 5 or 10 years where special circumstances exist regarding
the type of work carried out (arduous or extremely arduous work) and others,
such as the fund for employees of certain banks, which grant early retirement
to employees whose length of service extends beyond that laid down for normal
retirement.

However, there are very few cases (insurance for employees of private gas
companies) where it is possible, on request, to obtain an early pension (for
a maximum period of 5 years), the amount of which is, however, reduced in
proportion to how early the pension is drawn.

The situation is identical for the seniority pension which, under the general
scheme, is paid to workers who have paid contributions for at least 35 years.
In this sector, too, there are many cases in which the abovementioned limit
is reduced by 5 or 10 years if the person concerned satisfies the conditions
already described in respect of old-age pensions.

Mention should be made 1in passing of the early retirement measures
implemented to assist the reorganization of firms 1in difficulties, which
provide for a reduction of five years compared with the statutory retirement
age and a minimum of 15 years' contributions.

These measures cannot, however, be considered as forming part of a system of
flexible retirement under the terms of the recommendation, because they are
contingency measures introduced for Limited periods and in exceptional
econumic circumstances.

The most significant fact to emerge from a study of the pensions legislation
currently 1in force in Italy is that the age of entitlement to the old-age
pension is considerably Lower than in other EEC countries. When it is also
remembered that the retirement age is even Llower for women and certain
categories of workers, it may be concluded that in Italy the old-age pension
is already granted "earlier" than in other Community countries, even if there
cannot be s&id to be a real system of flexible retirement.
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It should also be remembered that the pensions system in Italy is going
through a c¢risis (as 1in other European countries) because of wvarious
demographic and economic factors, such as the obsolescence of the system, an
aging population and rising unemployment.

Precisely because of these problems, the proposals for reforming the pensions
system which are due to be presented to Parliament provide for a graduat
raising of the age of entitlement to the old age pension to 60 for women and
the dintroduction of economic assistance for those who wish to remain in
employment until the age of 65, although they have already completed the
maximum period of contributions (40 years).

There are no changes in the case of early retirement for employees carrying
out arduous and extremely arduous work. However, it is proposed that in the
case of special funds in the credit sector, it should no leonger be possible
to bring forward the date of settlement of pension rights where the above-
mentioned conditions regarding seniority and contributicons have been
satisfied.

Phased retirement

A number of recent measures (D.L. No 726 of 30 October 1984, which after
amendments became Law No 683 of 19 December 1984) are, however, more
significant; they concern flexible retirement Llinked to a reduction in
working hours (part-time working). Under the taw in guestion, it is possibie
to apply for early settlement of old age pension entitlements, for a maximum
period of two years, if working hours are reduced by at least 50%. During the
period in guestion, the pension may be drawn concurrently with remuneration
up to an amount corresponding to the loss of income on changing from full- to
part-time working.

Although they stem from the need to maintain the employment Llevel, these

measures are very significant because they represent the first attempt to
combine early retirement and part-time working.

LUXEMBOURSGE

Flexible retirement

Apart from special measures governing retirement age for specific categories
of workers (mineworkers, metalworkers, professional drivers) legistation in
Luxembourg has already introduced flexible retirement as put forward in the
recommendation in the sense that it allows workers to apply for early
settlement of their pension entitlements from the age of 60, whereas the
normal pensionable age is 65. The early granting of the otd-age pension is
subject to spectal gqualifying periods and the condition that the recipient
does not engage in any type of paid employment. The amount of the pension is
not reduced. There 1is another special provisicn under the private sector
employees' scheme where insured women can apply for their pension from the

age of 55, subject to a reduction if the pension is drawn before the age of
60.
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The tideover allowance in the event of early retirement introduced as a
temporary measure in the steel dindustry 1is intended to release surplus
manpower in this sector. This allowance, which is granted for the three years
preceding entitlement either to the old-age pension or an early pension,
takes the form of reduced wages and 1is subject to the relevant social
insurance contributions. As a result, this allowance cannot be considered as
an early pension and consequently does not form part of a flexible retirement
system.

Phased retirement

At present, there are no proposals in Luxembourg for measures such as those
put forward in point 2 of the Recommendation. In the view of the Luxembourg
authorities, the introduction of such measures would pose the difficult
problem of financing the compensation for elderly workers' loss of wages as a
result of the reduction in their working hours during the last few years
preceding retirement.

Right of retired persons to work

As stated above, entitlement to an early old-age pension is subject, up to
the age of 65, to the condition that the recipient foregoes any kind of paid
employment. The authorities are currently considering to what extent this
total ban on paid employment could be made more flexible. One solution might
be to stipulate that any insignificant or temporary occupational activity
which provides only a Llimited income does not lead to the withdrawal of the
pension. Subject to the above, the recipient of an old-age pension is not 1in
principle prohibited from exercising an occupational activity. However, the
legislation authorizing the government to take measures to stimulate economic
growth and maintain full employment introduced a restriction on this
principle in the sense that recipients of an old-age pension whose amount
exceeds the statutory minimum wage may not take up or continue paid
employment. The measure in this instance was taken with the aim of restoring
full employment.

NETHERLANDS

Flexible retirement

In the Netherlands, a significant proportion of pension schemes provide for
early retirement before the retirement age Laid down 1in the pensions
regulations (often 65).

However, little use is made of this possibility for two reasons.

Firstly, early retirement involves a reduction in the amount of the pension
and secondly, the statutory pension under the general old-age pension law
(AOW) can be paid only from the age of 65. The regulations on early retire-
ment (VUT) remedy these disadvantages. These provisions offer the possibility
of taking early retirement from a certain age with a benefit which is
proporticnal to the tast wages received, while, generally, full pension
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contributions continue to be paid until the date from which the pension may
be drawn. For these reasons, in the Netherlands early retirement on the basis
of these regulations has more or less taken the place of flexible retirement.

Review of the situation

In the main, the possibility of giving up work before the age of 65 is
governed by various collective agreements on early retirement.

The regulations on early retirement led to a survey in 1984 which produced
the following results:

By mid-1984, the service responsible for working conditions introduced by
collective agreements {(DCA) was aware of 113 sectoral regulations on early
retirement in force 1in the market sector. These regulations cover some
1,750,000 workers. As sectoral collective agreements have been notified for
some 1,946,000 workers in the market sector, this means that early retirement
provisions cover around 90% of workers.

In the market sector, there are 295 company early retirement schemes. These
schemes apply to around 326,000 of the 407,000 workers governed by a
collective agreement at company level. It follows, then, that early retire-
ment provisions apply to around 80% of these workers.

Moreover, since the end of June 1984 early retirement has been the subject of
statutory rules governing employees 1in the public service and education.
These rules apply to some 900,000 public servants and persons of equivalent
status.

In the health care sector, -“transitional regulations are in force which are
comparable to early retirement provisions. These regulations form part of the
pension system and may therefore be considered more or Lless part of the
structure. They apply to some 400,000 workers.

In atl, 58 early retirement schemes (45 sectoral and 13 company - all
applicabte to 5,000 or more workers) were analysed as they stood at the end
of September 1983. These schemes cover a total of some 1,771,000 workers, or
around 85% of the workforce in the market sector covered by early retirement
schemes. 1Insofar as it is of interest in this context, this analysis covered
the following aspects:

- retirement age,
- reference period,
- amount of benefits.

In the case of some of the aspects examined, attention was also paid to

developments wunder early retirement schemes between 30 September 1983 and
30 June 1984,

Retirement age

In most sectors and firms operating an early retirement scheme, retirement is
possible from the age of 62. 1982 saw the emergence of a trend towards a
further reduction to 61 1/2 or even, 1in some cases, 61. This trend continued
during 1983. In addition, a once-off or temporary reduction in the retirement
age was applied 1in a number of sectors. In 1983, for the first time,
retirement at 60 was introduced on either a temporary or permanent basis
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under four early retirement schemes. In 1985, however, agreements fixing the
minimum retirement age at 59 were concluded in the hotel and catering sector,
among others. Retirement will now be possible in this sector after 40 years'
service.

If once~off or temporary reductions in retirement age are excluded, by
mid-1984 a minimum retirement age of 62 was in force for74X of workers covered
by a sectoral early retirement scheme. A lower age was laid down for 16.5% of
these workers, and a higher age for 9.5%. Under the various early retirement
schemes, the minimum retirement age currently varies from 59 to 64; but it
should be pointed out that the Llatter minimum age now figures in only one
collective agreement and affects only 90 workers.

Reference period

Almost all early retirement schemes lay down the condition that, for entitle-
ment to benefits under the scheme, the person concerned must have been in
paid employment 1in the sector or company 1in question for a continuous
specified period immediately preceding the date of retirement. In most cases,
this reference period is 10 years (five in some cases).

Under some early retirement schemes, this condition is made more flexible by
a reciprocity provision. Periods of service completed in some related sectors
may then be taken into account for the purpose of calculating the reference
period. There is every expectation that agreements of this type will become
more common in the future.

Amount of benefit

In 31 of the 45 sectoral early retirement schemes examined, a gross benefit
equal to 80% of the last gross wages was generally fixed. Under six schemes,
the figure is 85%. Under two schemes, the benefit is linked to the statutory
minimum wage, plus a certain percentage. 0f that part of the jncome exceeding
the amount thus calculated, 70% is then taken into account for the purpose of
calculating the benefit. Six other sectoral schemes are based on a net
percentage varying from 857 to 100%.

In six of the 13 company schemes examined, the gross benefit amounts to 80%
of a fixed basic benefit. Under three schemes, the benefit is fixed at 85% of
the beneficiary's last wages, while under the four remaining schemes, another
method of calculation is applied.

Overalt, more than half of all sectoral early retirement schemes involve a
gross benefit equal to 80% of last wages, while around a quarter provide
gross benefits amounting to 85%. Under the other schemes, the gross benefit
is calculated in a different way where reference is made only to a net
percentage. With some eariy retirement schemes where the benefit is expressed
in the form of a gross pe:ceritage, the net benefit may reach more than 90% of
net wages (in some cases, zven more than 100%).

Because of the relationzhip established between net wages and net benefit,
the net benefit under ez-lv retirement schemes is increasingly limited to a
maximum net benefit ranging 'n most cases between 87.5 and 90% of net wages.

Ixsd
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Most early retirement schemes also specify a maximum gross benefit or maximum
basic benefit. In most cases this corresponds to the maximum social insurance
premium. Most schemes take the statutory minimum wage as a basis for the
minimum benefit.

Income tax, national insurance premiums, possibly the pension insurance fund
premium and the employee's share of the pension insurance contribution are
deducted from early retirement benefits. The last of these deductions is due
to the fact that all early retirement schemes include a provision laying down
that pension contributions continue until the normal pensionable age. In the
private sector, pension contributions continue to be paid in full; 1in the
public service they are hatved.

As a general rule, early retirement benefits are adjusted to take account of
changes 1in negotiated wages in the corresponding sectors and companies. Some
schemes provide for adjustments linked to prices.

Those aspects of early retirement covered by the study are not the only ones
which are of significance from the point of view of the recommendation in
question. The following points could also be noted.

Partial or phased retirement

Apart from an experiment with flexible retirement carried out by the Post and
Telecommunications Office, which has now ended, to our knowledge there is
still no early retirement scheme in the Netherlands which allows partial or
phased retirement. A motion was recently brought in Parliament calling for
the introduction of a system of partial retirement including phased
retirement, based on the Swedish system of flexible retirement, and urging
the Minister for Social Affairs and Employment to study this question with
the two sides of industry.

On 14 March 1985, the Labour Foundation was asked for its opinion on this
guestion, among others.

Preparation for retirement

In the public service and some firms, there are special schemes in favour of
the most elderly workers: from a certain age up to retirement age, the daily
working hours are gradually reduced, wusually with no loss of wages. These
arrangements have no legal basis.

Although to some extent these arrangements already constitute a preparation
for retirement, obviously a genuine preparation for retiring from work
permanently will not be restricted to simply reducing working hours
gradually. Accordingly, in the public service and increasingly in the private
sector as well, special courses or information meetings are organized for the
most elderly workers with the aim of giving those soon to retire as much
information as possible and preparing them for their new Life. Although such
initiatives are not implemented everywhere in the private sector, some
progress is being made in this area, although at the moment this gives rise
to preblems in the case of smatl firms which could perhaps be resolved by
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organizing information meetings at sectoral level. This is primarily a task
for the two sides of industry; there are no plans at present to introduce
statutory measures in this area.

UNITED KINGDOM

Flexible retirement is closely linked to pensionable age and earnings. The State
pension scheme already has a degree of flexibility, given that it is possible to
defer pension rights for up to five years after normal retirement age. Those who
wish to make use of this facility receive a 7.5% permanent increase in the total
amount of the pension for each additional year worked. There is, however, no
provision for obtaining a reduced State pension before the normal retirement
age.

Many people - including the Social Services Committee of the House of Commons -
have suggested the introduction of greater flexibility by providing for early as
well as deferred retirement. Allowing people to choose the date on which they
wish to retire, having regard to their personal circumstances, has obvious
advantages. The idea of a "retirement decade" between the ages of 60 and 70 is
particularly attractive. This would enable people to choose the date during
those ten years on which they wish to retire, knowing at any time what pension
they can obtain from the State. There would be no retirement age as such: the
persons concerned could at any time obtain pensions whose amount would vary
depending on whether they retired earlier or Llater in those ten years. There
would however have to be a central or pivotal age for the purpose of determining
the relationship between pensions and other benefits. (onsideration would also
have to be given to whether arrangements are needed to prevent people from
simply continuing to work full time and then claiming a pension as soon as they
reach the age of 60.

Such a system would have many advantages and would reflect the flexibility which
already exists in many occupational pension schemes. Taking this as a basis, the
government proposes that the new occupational and individual pension schemes
should allow both employees and employers the greatest possible degree of
freedom in fixing retirement dates. The reductions and increases 1in pension
rates would be based on an actuarial calculation: taking 65, the present
retirement age, as a basis, the government has calculated that an 8% reduction
or increase for each year before or after that age would be appropriate. In the
very long term, the costs arising from the fact that pensions would be paid
earlier would be offset by the savings resulting from the fact that they are
lower. Initially, however, the payment of early pensions would involve net
costs: the size of these costs would depend on the number of persons who took
early retirement and the number continuing to work.

One argument against flexibility from the age of 40 is the extent by which the
pension would be reduced. A person retiring at the age of 60 would receive only
60% of the standard pension, if 65 remains the pivotal age for the latter. For
persons taking esrly retirement, 1t would obviously be undesirable to switch
directly to earnings-related ber=fits.

The government is, however. i+ favour of introducing greater flexibility in the
State pension scheme and it re..gnizes the advantages and wider range of choices
inherent in the introduction ~f a "retirement decade". Consequently, the
government will weicome any suggestion on how to change the State pensions
scheme so as to achieve such an objective without incurring excessive additional
costs.
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I1. CONCLUSIONS

TRENDS

1.

At the end of this review of the situation in the Member States as regards
the Council recommendation on a Community polity with regard to retirement
age it can fairly be said that real progress has been achieved but not on a
scale sufficient to be described as "substantial™. There is, however, no
denying that the range of provisions governing the transition from work to
retirement has grown over the past few years : statutory bridging pensions,
collectively agreed bridging pension schemes, voluntary redundancy
arrangements, greater scope for early retirement on a ordinary pension,
lowering of the statutory retirement age, etc. Naturally, the measures
adopted still vary substantially from country to country, but a measure of
convergence is evident, e.g. as regards provisions permitting workers to
either take their retirement pension early or defer it beyond the normal
age.

To some extent, therefore, it can be said that the scope of choice has
increased. Flexible retirement has, however, yet to become the norm 1in
practice, though it continues to be regarded as a goal for the future (e.g.
in the content of the social security reform in the United Kingdom, and in

Belgium, Italy and Ireland). This can be accounted for 1in party by the
economic crisis and the campaign against unewployment, more especially
amongst young people. Member States have hitherto concentrated their

efforts on measures designed to encourage older workers to free existing
jobs for redistribution to the unemployed. This 1is, for example, the
purpose of the various national bridging pension schemes. These schemes do
not, however, always correspond to the aspirations and wishes of workers in
the sense that they restrict their right to work. Furthermore, it s
frequently the case that workers opt for early retirement on a bridging
pension simply 1in order to avoid being made redundant. In contrast,
genuinely flexible arrangements should leave the choice of early or Llate
retirement entirely to the worker. Specific, temporary measures to combat
unemployment cannot, therefore, constitute a real alternative to flexible
retirement.

The growth of unemployment is also at the root of the measures taken in
recent years to restrict the combination of pensions with 1income from
employment. The Member States have, admittedly, not gone so far as to
prohibit pensioners totally from working. In a number of countries,
pensions may be combined with income from casual employment or employment
in certain shortage occupations, or with employment income not exceeding a
specified ceiling or subject to a reduction in the amount of pension. It
should alsc be remembered that the solution adopted in this respect depends
to a considerable extent on the conception prevailing regarding the nature
of an old-age pension. Thus, in those schemes where an old-age pension is
granted automatically at a specified age, combinatiornn is generally
permitted. In contrast, combination with income from employment is
regulated in those cases where the granting of a pension is conditional on
a reduction in or the loss of the worker's earned income by reason of age
or retirement.
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4. The economic crisis has, on the other hand, tended to encourage the

development of phased or partial retirement - i.e. reduced schedule working
for older workers. Such arrangements establish the framework for a gradual
withdrawal from the labour market, the intention being to permit greater
flexibility in the organization of work schedules, to free jobs and to
ensure a greater measure of continuity in the lives of elderly people by
easing the transition from working life to retirement.
The replies given by the national governments show evidence of progress
along these Llines in several countries - notably Belgium (Law of 22 January
1985), the Federal Republic (under collective agreements), France (via
solidarity agreements since 1981), Italy (Law No 726 of 30 October 1984)
and Denmark, where a draft law currently under consideration should, as has
already been mentioned, enter into force on 1 January 1987. Mention should
also be made in this context of Ireland and one of the new Member States -
Spain, where a system of partial retirement (intrpduced under the Worker
Rights Statute) has been in operation for some time .

5. Retirement preparation programmes remain inadequate or unknown in the
majority of Member States. Such activities as are carried out in this field
vary widely from country to country 1in terms of extent, content ‘and
methods. Courses aimed at preparing workers for retirement do, it is trus,
exist at various levels - but their audience remains relatively limited .
In general, they are intended for persons very close to retirement age
employed, for the most part, by large firms or public authorities. It is
very rare to find a body responsible for coordinating initiatives in this
field at national Llevel, a fact which explains the great diversity of
programmes even within a single country. The content, guality and
effectiveness of retirement preparation programmes depend heavily on the
way in which they are organized, the importance attached to them, financial
constraints and the skills of those organizing/proving them.

1" To be eligible for partial retirement a worker must have an adequate
contribution record and must not have reached the normal retirement age
(65). Beneficiaries receive 50 % of the ordinary pension.

2 Some sources suggest that these programmes reach no more than 10 % of the
target population.
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QUTLOOK

1.

Pension policies only take effect over the Llong term and they should
therefore equally be assessed over a long period. From this point of view,
two and a half years (the period covered by this report) is insufficient to
permit the formation of a reliable overall judgment. Nevertheless, this
short period 1is sufficient to show that flexibility and phasing remain
valid objectives for the future.

Due allowance must also be made for the fact that the report period
coincides with a period of slow growth. Social policies have (very
properly) been more concerned with combating unemployment. Moreover, the
limited availability of financial resources has acted as a brake on new
initiatives.

It would therefore be both premature and incpportune to propose new
measures at this point. In contrast, there is every reason to reaffirm the
principles set out in the recommendation, which remain entirely valid as
long-term guidelines for the policy to be followed in the Community. These
principles correspond to various objectives

a) Freedom of choice for older workers

Measures aimed at making the retirement age more flexible and
facilitating a gradual transition from working to non-working life would
ensure that older workers enjoyed a wider range of options in planning
their retirement. A rigid retirement system cannot always allow for the
individual aspirations and objective needs of workers. Equally it is
clear that the freedom of choice 1is purely notional if the pension
available at a given age is 1inadequate. In such circumstances, the
worker is generally obliged to defer retirement.

b) Impact on employment

The introduction of flexible retirement arrangements might have a
beneficial impact on employment in the sense that early retirements
would free jobs previously held by older workers. A number of Member
States have been obliged to introduce measures aimed at fostering early
retirement on bridging pensions. The introduction of flexible retirement
arrangements has the advantage of offering scope for reversat of a
temporary policy in the event of a change 1in the economic situation.
Phased retirement 1in the form of arrangements for part-time working
could also have a by no means insignificant impact on employment,
assuming such arrangements to generate additional part-time jobs.

c) Promotion of equal treatment for men and women

Flexibility would provide a way out of the problem of equal treatment
for men and women as regards the age of retirement, which is different
for the two sexes in some countries. This solution would allow the
objective of eguality to be achieved without restricting the
individuatl's freedom of choice.
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Answer to demographic trends in the Community

The salient feature of demographic trends in Europe is the development
of a severe imbalance between the working and the non-working population
which poses a problem more especially as regards the financing of
pension schemes. In this context, flexible and phased retirement can be
seen as a particularly adaptable answer to this development which will
see the appearance of a retired population less "worn-out", better
educated and with a lLonger Life expectancy than today's pensiocners.

3. Over and above the principles set out in the recommendation, however, it is
important to emphasize what could be achieved in the shortterm - and more
particularly over the coming five years - in the following fields :

a

b)

Preparation for retirement

The Member States should take steps to further the development of
retirement preparation programmes. Across-the-board provision of such
programmes, greater involvement by L(ocal authorities and 1in-depth
discussion of the subject, content and effectiveness of retirement
preparation programmes covering, in so far as possible, the whole
spectrum of occupations would all help to improve the living conditions
of older workers and ease significantly the transition from working Life
to retirement.

These programmes should concentrate on topics corresponding to the
preoccupations of people about to retire. These might include

- Material concerns
The worker should be informed as to his future income situation
(pension calculation mechanisms, scope for early/deferred retirement,
the tax position, benefits for pensioners, problems as regards the
combining of pensions with income from other sources, future
opportunities for work and associated conditions).

- Health problems
The emphasis should be on prevention - on informing the future
pensioner as to ways and means of preventing premature ageing.

- How to use free time
The worker's attention should be drawn to the organization of his free
time. He should be encouraged to begin to participate 1in various
activities, Lleisure pursuits and educational courses even before he
retires. The capacity to make full and fruitful use of their
additional free time would be of unquestionable benefit both to
individual pensioners and to society at Llarge.

Phased retirement

There is evidence of a shift in favour of phased retirement, i.e. the
opportunity for employed persons to obtain a gradual reduction in their
working hours during the years immediately preceding their retirement.
The manifestations of this trend are to be found in some cases in the
statutory scheme and -in others in collectively agreed or company
schemes. Progress in this area has not been impeded by the economic
crisis, on the contrary. A careful watch should therefore be kept on the
results and costs of these national experiments.
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¢) Combination of pensions with earnings from employment

Member States should ensure that their policies are so designed as to

avoid any "ban" on paid employment for pensioners. |n effect, certain
old age pensioners receive only a low amount and therefore wish to
supp lement it by paid work. It would be desirable to acknowledge and

allow this choice under certain conditions for retired people. This is,
indeed, a facet of the flexibility called for by the recommendation.

4. The Commission therefore urges the Member States to give special attention
to the three points outlined above over the coming five years. It intends
to present a further report on the progress achieved at the end of that
time.





