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RESOURCESDURING RETIREMENT

by

Richard Disney, Marco Mira d’Ercole and Peter Scherer

ABSTRACT/RESUME

Evidence presented in this study indicates that measures of income replacement based on public pension
only give a misleading account of income adequacy during retirement. When taking into account al
sources of retirement income and direct taxes paid, replacement ratios are much higher and exhibit greater
uniformity across countries. This suggests that individuals may, to some extent, adjust to institutional and
market constraints to achieve some target replacement ratios. There are, however, large differences in
economic conditions within the retired population. Reforms of public pension programmes need to take
account of this heterogeneity, to avoid maor disruptions of living standards for the most vulnerable
groups, thereby also lessening resistance to reform.

*kkk*k

Les données présentées dans cette étude montrent qu’'on a une vision inexacte des ressources dont
disposent véritablement les retraités si on considére uniguement les pensions que leur sert un régime
public de retraite. En tenant compte de tous les types de revenu pergus par les retraités, ainsi que de
l'incidence de la fiscalité directe, on aboutit & des taux de esraplent beaucoup plus élevés et qui
présentent aussi une beaucoup plus grande uniformité au niveau international. On peut donc penser que les
gens tiennent compte, dans une certaine mesure, du contexte institutionnel et des contraintes du marché
pour s’assurer un certain niveau de ressources au moment de leur retraite. Les disparités sont toutefois
importantes, au sein de la population retraitée, du point de vue de la situation économique. Les réformes
visant les régimes publics de retraite doivent en tenir compte pour éviter de porter gravement atteinte au
niveau de vie des groupes les plus vulnérables et, ainsi, amoindrir les résistances a I'égard des réformes.
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FAMILY RESOURCESDURING RETIREMENT"

Richard Disney and Marco Mira d’Ercole

l. Introduction and summary

1 The demographic transition to an aged society has thrown into sharp focus the issue of
maintaining the living standards of the elderly. While the elderly have improved their standard of living
relative to the population average over the past two decades, the budgetary pressure associated with
population ageing raises the question of whether these standards of living can be sustained, let alone
improved, for the future ederly. Whether demographic pressures on public budgets will trandate in the
future into inadequate resources during retirement depends on the range of resources on which the elderly
have some claim and on their relative dependence on particular sources. The importance of the different
types of resources for older people varies across cohorts, family types, as well as across the income
distribution. As a result, the vulnerability of standards of living to retrenchment of public pension
programs, to difficulties in reeemployment for older workers, and to other adverse conditions, will vary
along each of these dimensions.

2. Assessing adequacy of retirement provisions requires considering the full range of resources

available in old age. Virtualy al OECD countries have “retirement packages” consisting of public and
occupational pensions, mandated either by the government or by collective agreements; and a complicated
web of further private sources, such as part-time earnings and assets, as well as support provided by the
extended family (Borsch-Supan, 1997). Income, as conventionally measured in household surveys, is an
inadequate measure of this range of resources, as it often excludes some types of capital income (capital
gains, imputed rents on owner occupied housing) which are likely to be especially important for the well-
being of the elderly. Moreover, irrespective of the income flow they generate, private wealth accumulated
during working life, such as housing and financial assets, provides an important buffer in the event of
unforeseen shocks, such as long-term illness, disability, or widowhood. For individuals before retirement,
an important component of their economic resources is represented by the prospective pension flows to
which individuals will be entitled during retirement, although ongoing reform of pension arrangements
throughout the OECD area may cast doubt as to whether current provisions will effectively be available by
the time current workergach retirement age. As a result, an assessment of adequacy requires broadening
the range of economic resources to encompass income, market assets and pensfon wealth.

1 This Chapter is based on adraft prepared by Prof. Richard Disney, of Queen Mary & Westfield College,
London. Data were provided by Hans Baekgaard (NATSEM), for Australia; Francois Guillaumat-Taillet
and Gérébme Accardo (INSEE), for France; Axel Borsch-Supan and Anette Reil-Held (University of
Mannheim), for Germany; Rosaria Marino (Bank of Italy), for Italy; Noriyuki Takayama (Hitotsubashi
University), for Japan; Rob Alessie (Tilburg University), for the Netherlands; Kjell Jansson (Statistics
Sweden), for Sweden; Richard Disney, for the United Kingdom; Jim Smith (Rand Organisation), for the
United States.

2. Consideration of thadeguacy of standards of living of older persons have been extensively discussed in
the academic literature. Diamond (1977), in his discussion of the rationale for a social security
programme, adduced evidence of low wealth-income ratios among many Americans and of inadequate
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3. Moreover, a focus on the ‘average’ situation of the elderly is likely to prove too narrow from a
policy perspective. Important differences in economic circumstances prevail in old age, with pockets of
poverty coexisting with groups whose economic resources exceed their consumptian Tleedsxtent of

these differences in economic conditions among the elderly reflects a broad set of influences. First, there
are distributional implications of different features of public pension programmes. Flat-rate public
pension schemes may produce low standards of living on average, but higher replacement ratios for the
poorest elderly, whereas earnings-related pensions may results in higher standards of living but little
redistribution towards the poorer. While public pension systems in most OECD countries are
characterised by the presence of both tiers, their relative importance varies significantly between
countries Second, differences may reflect the relative importance of other income sources than public
pensions. In the United Kingdom, periods characterised by rising public pensions have tended to be
associated with reduced inequality, while the opposite has occurred where the standard of living of the
elderly mainly depend on income from investments and from private pensions (Johnson and Stears, 1996).
This heterogeneity of economic conditions has implications for the perspective retrenchment of public
pension programmes and for moves towards greater emphasis on private pension and mandatdry savings.

4, The present study analyses a variety of issues concerning income distribution and wealth
holdings among the elderly in OECD countries, using data drawn from household surveys (See Section Il
for a description of the data). Emphasis is givemdequacy of economic resources; tstributional

issues; and talependence on public transfers. The study has three main objectives. The first is to
examine the distribution of income and wealth among the elderly, and the relative importance of the
different types of resources (in particular the relative roles of public transfers, earnings and private
sources) in different countries, for two cohorts and family types. The second is to examine whether
particular types of resourceabstitute for, or crowd out, other types. The idea of substitution between
different economic resources has been discussed in the acalitenaiiure in terms of behavioural
responses to policy- or other types of constraints on the availability of a given type of economic resource.
In this study substitution refers more generally to the relation between alternative pension arrangements
and the structure of the retirement income package. The third task is to examine the consequences of
saving strategies by looking at accumulated wealth amamiida at different points of the income
ladder, for different cohorts and family groups. This is important in order to investigate whether
differences in levels of income are matched by differences in accumulated wealth, or whether wealth varies
disproportionately with income.

private saving for retirement as arguments for mandatory interventions such as public provision. The

same point has recently resurfaced in the work of Bernheim and Scholz (1995). However the ‘saving
inadequacy’ hypothesis had its critics; Gale (1997), for example, disputed the measures of inadequacy
advanced by Bernheim and argued that private asset accruals may be adequate for most Americans.

3. Data on ‘equivalised’ households disposable income by age of individuals, discussed in Bairmlaux
(1998), show that income disparities among individuals aged 65 and over vary significantly across
countries; however, these disparities are generally lower than for the entire population, and increased by
less over the period considered.

4, An overview of the institutional features of public pension systems, and of social policy programmes
more broadly, is given in OECD (1998).
5. Hubbard, Skinner and Zeldes (1995) pointed to the fact that public welfare programmes in which other

assets are taken into account in assessing adequacy -- and therefore public disbursements -- will provide
strong disincentives to save, especially for the poorer, particularly where pension programmes have
income- and asset- tests or welfare floors. Thus public transfer programmes will have widely differing
impacts at different points of the income distribution.



Some of the key findings of the study are as follows:

— Measures of income replacement based only on public pension give a misleading account of
income adequacy. Replacement ratios of public pensions to pre-retirement incomes vary
widely across countries and quintiles of the income distribution, rarely exceeding 50 per cent
of pre-retirement income and often considerably lower. However, when such calculations
take account of all sources of retirement income and are net of direct taxes paid, replacement
ratios are much higher and exhibit greater uniformity across countries, typicaly averaging
around 70 per cent of pre-retirement income. The data also suggest, for family units in the
lowest income quintile, an almost complete replacement post-retirement of pre-retirement
income. There is some evidence of replacement rates declining as we move up the income
distribution, but this is not strong; even in the highest quintile, overall replacement rates are
very high in amajority of countries.

— The high degree of uniformity of replacement rates contrasts with substantial differences in
the composition of disposable income across countries, cohorts, and income quintiles.
Among family units before retirement, the main source of cross-country variation is
represented by differences in the proportions receiving income from employment. Among
family units after retirement, the importance of public pensions is generally larger for lower
income groups, while private pensions are more unevenly spread, and less extensive in
countries with comprehensive earnings-related public transfers. There is evidence that
families in countries with less generous public transfers make greater use of private pensions,
investment in financial assets, and even continued employment in order to raise incomein old
age. Thissubstitution effect is particularly striking for higher income quintiles, while for the
lowest quintiles income levels are largely determined by the relative generosity of public
transfers.

— There are significant cross-country disparities in the level of market wealth across families at
different points of the income distribution. Generaly, market wealth-to-income ratios
(defined as the sum of net financia assets and housing wedlth, relative to gross income)
decline along the income scale for the younger age group, and, to a lesser extent, for the
older age group. This mainly reflects high access to home ownership, even at the bottom of
the income scale, and the resultant larger importance of housing wealth (in proportion to
income) for families at the bottom of the income ladder. In contrast, athough high
proportion of families report some holdings of financial assets, the ratio of net financia assets
to income is often very low, especialy in the lowest quintile.

— Assessing the adequacy of resources for the cohort coming up to retirement requires measures
which encompass estimates of accrued pension wealth. In this study, estimates are presented
based on rights accrued at the time of the survey. As arough benchmark for an assessment of
adequacy, simulations suggest that a total (i.e. both market and pension) wealth-to-income
ratio above 6 at age 55 is sufficient to provide a replacement ratios of around 0.60 in
retirement, so long as individuals retire around the age of 65 and that assets are systematically
run down in retirement. Relative to this norm, al countries appear to provide adequate
support for retirement, although they differ in the proportion of wedlth that takes the form of
pension. Concerns arises where retirement takes place at an age much earlier than 65, which
may lead to a potential gulf between the wealth-to-income ratio required to provide an
adequate replacement ratio and actual saving behaviour.



. K ey component of the data set

6. This study relies on snapshot tabulations from household surveys in nine OECD countries,
provided by nationa consultants on the basis of standard criteria.  The data distinguish between two

cohorts of older people, defined on the basis of the age of the household head; those with afamily head in

an age range around 55 years, and those with afamily head of just under 70 years®. These two groups are

used to characterise a cohort “predominantly” before retirement and a cohort “predominantly” after
retirement although, in fact, each of the two cohorits mclude both families where the head is still
working and others where the head is already in retirement. The key feature of the study is the attempt to
gather information on &road range of economic resources, encompassing both measures of disposable
income, market wealth, as well lagothetical pension flows for units before retirement. The emphasis is
on the benefit or tax unit, although some of these family units live within households containing an
extended family.

7. This study has similarities with the data on income distribution presented in Bughialx
(1997), but also important differences:

— the data cover broader range of resources thaimcome only;

— the focus is orfamilies rather tharnndividuals, distinguishing between couples and singles
rather than equivalising income on a household basis;

- the focus is ondifferences in economic conditions among the elderly, rather than on
comparisons oéverage well-being between the elderly and the non-elderly populations; this
implies ranking families on the basis of their income, and constructing averages of income
sources for each cohort, family type and income quintile;

— for each income qutile, the study calculates average amounts of wealth held in different
forms, thus permitting an examination of the relationship between the income distribution
and relative wealth holdings.

8. The data collected allocate income sources for each group into several categories, such as
earnings, self-employment income, public transfers, investment income and other transfers (mainly private
pensions), distinguishing between proportion of each group receiving a given type of income (or assets)
and average values among those reporting that type of income’solimceme is generally defined as
annual disposable income, e.g. net of direct taxes and social security confiithaged on values as

6. In the case of couples, the head is generally the man (France, the Netherlands), or the person with the
highest income (Australia, Japan, Sweden).

7. Both ‘proportions’ and ‘average values’ include units reporting both positive and negative values of each
income and assets types.

8. Direct taxes and social security payments of families are in most cases as reported by survey respondents,
although they are imputed by the Australian Bureau of Statistics for Australia. In the case of the United
Kingdom, the data from thEamily Expenditure Survey provide disposable income net of direct taxes
only, while local taxes are imputed.



reported by survey respondents, and with a consistent treatment of housing costs. Vaues of market
wealth are aso collected for each family type, cohort and income quintile, in genera directly from survey
responses. [Exceptions are noted in Box 1 for the United States and Australia] Market wealth distinguish
between net financia assets (i.e. net of financia liabilities other than mortgages), and net housing wealth
(i.e. house value net of outstanding mortgages)”. Consultants were also asked to provide estimates of the
prospective pension income, separately for public (socia security) and private pensions, for those currently
non-retired in the younger age group. These pension flows, based on accrued rights at the time of the
survey, are converted into a pension wealth measure using a common set of valuation procedures.

9. In genera, the data refer to a year in the early and mid 1990s™ and are based on a single
household survey for each country. However, data for the United States are based on different surveys for

the two age groups, while two surveys are used for information on income and assets, respectively, in the

case of France and the United Kingdom. In the analysis, singles refer to both individuals who have never
married and to widows, widowers and divorcees, athough the distinction is important for policies on
survivors' pensions in the light of their different income and wealth profiles. A summary of the main
features of these data sets is contained in Table 1.

Table 1. Main features of the data sets used in this study.

10. Although data are, so far as possible, collected on a comparable basis, there are inevitable
differences in collection methods and, on some occasions, datiiale$in The most important of these
differences, for the United States and Australia, are described in Box 1. Other differences in the data
which affect comparability are the following. First, although in the analysis below we refer to a group
‘aged 55’ and to one ‘aged 67, in reality, as is clear from the fourth column of Table 1, these are central
ages across a range of age groups which differ across countries, depending on data availability. For
example, in Australia and the United Kingdom, the central age of the younger age group is somewhat
higher (but still below 60), whereas for the older age group the central age for the United States is in the
mid-70s, higher than for most other countries. Second, there are differences across countries as to the
treatment of the resources of descendants living with their elderly parents. While, in general, the analysis
is focused on elderly families living alone (e.g. without children), this has not always been possible for
other countries, where information refers to both elderly families living alone and to elderly living with
descendants Third, there are often differences across countries in the range of resources covered by the
guestionnaire (for example, in the range of instruments included in financial wealth) and in the allocation
of some components. For example, housing wealth is generally reported on a net basis (i.e. after
deducting outstanding mortgages), but this was not feasible in the case of Italy and Sweden (in which
cases, outstanding mortgages are deducted from financial wealth). Finally, there are differences across

9. In al countries, the income data exclude both imputed-rents from own-occupied housing as well as
housing costs, such asinterest of mortgages.

10. The data set aso includes information on “other wealth”, an heterogeneous category mainly composed of
professional assets of self-employed individuals. No data for this category are however available for
Sweden and the United Kingdom while, in the case of the Netherlands, the sample exclude the self-
employed (and their professional assets). Due to these differences in country coverage, this category of
assets is excluded from the analisys.

11. In the case of the United Kingdom, however, the data refer to 1988/89.

12. The analysis refers to family units without children, in the case of Japan, Germany, Sweden and the
United Kingdom; to all families, but excluding income and assets of children, in the case of Australia,
the Netherlands. In other countries, however, the data may include some resources of children living
with their elderly parents.



countries in the number of survey units retained for this study (Table 2), which affect the accuracy of
sample averages. As sample sizes are, in generd, higher for couples than singles, most attention is paid
to thefirst group.

Table 2. Number of units retained in this study

Box 1. Datafor the United States and Australia.

Datafor the United States and Australia differ in important ways from those of other countries. The most
important differences are the following:

-- The income concept for the United Statesisthat of gross (e.g. pre-tax), rather than net, income.
These data were not adjusted by imputation of tax payments. As aresult of this feature, estimates of
replacement ratios for the United States, presented in Section 11, are significantly understated relative to
other countries (see below), while measures on income inequality are overstated. In addition, values of
the prospective pension flows for units before retirement are based on expectations of survey
respondents, rather than being calculated by consultants on the basis on the respondents’ earnings-history
and pension coverage.

-- In the case of Australia, all components of market wealth except owner occupied housing jand
mortgage debt are based on imputation methods from the corresponding income flows (Baekgaard,
1998). Also, as occupational pension are most often taken up in the form of lump-sums, the income data
for Australia underestimate the extension of private pensions. Another feature of Australian data Wwhich
crucially affect cross-country comparability reflects the treatment of units reporting negative valuep of a
given type of income. The high numbers of elderly farmers reporting income losses in a particular year
results innegative values of disposable income for units in the first income quintile. As argued by
Bradbury (1997), based on expenditure data, average income is a poor proxy of living standards for self-
employed families with low measured income; and in our data set, these families often have significant
holdings of market assets. To correct for this, data for the ‘bottom’ quintile in Australia presented |in this
study refer to families in theecond quintile.

In the light of these features, data for the United States and Australia should be treated with special care.




[1. Income of elderly families

11. A first step in order to get a comprehensive picture of al resources available for consumption in
old-age is to look at the income of ederly families, as measured in the household surveys used in this
study. The present section looks, first, at levels of income for the older, and predominantly already
retired, cohort relatively to the younger cohort; second, it presents measures of dispersion of income and
of its components to highlight the wide range of circumstances prevailing in old age, and to identify
income sources characterised by the highest degree of inequality; finaly, it looks at the structure of
income and the substitution between the different sources.

Thelevd of retirement income:
an analysis of replacement ratios

12. A widely used summary measure of adequacy of living standards in retirement is the
replacement ratio, defined as the ratio of income in retirement to income during the working life.
Measurement of replacement ratios raise a number of complex methodological issues, such as the
treatment of costs associated with work (whether these should be deducted from pre-retirement income or
not) and the selection of the most appropriate benchmark for pre-retirement income (earnings in the last
year of work or an average of lifetime income, adjusted for inflation), which are extensively discussed in
the literature®. In this study, replacement ratios are measured by the ratio of income of the 67 year old in
each country, family type and income quintile (the numerator), to income of those aged 55 (the
denominator). In the absence of panel data, we are obviously unable to match individuas.” On the other
hand, by having a comprehensive account of income sources, and by calculating replacement ratios after
taxes (in all cases except the United States), the analysis here presented is an improvement on measures
which focus only on certain sources of retirement income (such as public pensions) and ignore the effect of
direct taxes.

13. Figure 1 shows two measures of replacement ratios for singles (top panel) and couples (bottom

pand); one which incorporate al components of disposable income in both the numerator and the
denominator (we will refer to this measure as “comprehensive” ratios) and a second which comprise public
transfers only in the numerator. Looking first at the comprehensive measure of replacement ratios for
couples, its most striking feature is the uniformity across countries. The main exception to this pattern is
represented by the United States, where however the measurement of income on a pre-tax basis lead to an
understatement of the replacement ratio in the presence of progressive average tax sthdthiether

countries, the range of the “comprehensive” replacement ratios for couples is between 0.68 in the United
Kingdom to 0.85 in Germany, with the majority of countries clustering in the 0.70 region. There is rather

13. For example, Boskin and Shoven (1987) argue that ‘effective’ replacement ratios (i.e. abstracting from
family composition and work-related expenses, net of taxes, and compared to life-time average income)
are often much higher than those obtained from simple comparisons of public benefits relatively to final
or even average earnings, and typically exceed 100 per cent of pre-retirement income.

14. Panel data would allow measurement of “true” replacement ratios whereas the present study examines
ratios across different date-of-birth cohorts. If cohort earnings profiles exhibit continued earnings growth
late in the working life, these measures understate “true” replacement ratios. However, where earnings
growth levels off, the absence of panel data is less important.

15. For example, assuming a tax rate of 33 per cent for the cohort with a head aged 55 and of 16 per cent for
those aged 67, measures of replacement rates based on gross income for the United States would be
underestimated by 25 per cent relative to measures based on disposable income.
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greater variation for singles in these comprehensive ratios, varying from vaues just above 0.60 for Italy
and the United Statesto close to 0.90 in France and Japan.

Figure 1. Replacement rates for the entire population

14. The extent to which this pattern of relatively uniform replacement ratios across countries and
family types reflects institutional features of public pension system, such as uniform provision of public
pensions at generous levels, may be highlighted by comparing the comprehensive measures of replacement
ratios with measures based on public pension income only. Asit is evident from Figure 1, there is greater
cross-country variation in replacement ratios based on public pensions only, particularly for singles, with
values ranging from below 0.30 in Italy and the United States to around 0.70 in Sweden. For couples, the
ratios are usually higher. The discrepancy between the two measures suggests that replacement ratios
based only on public pension are a misleading indicator of income adequacy in old age.

15. Naturally, the simple observation of comprehensive measures of replacement ratios within a

range between 0.7 to 0.9 does not, by itself, say anything about whether they are adequate or excessive. A

number of factors bear on the assessment of what constitute a desirable level. First, if leisure is a norma

good, periods in retirement should have greater utility than those in work, unless leisure and consumption

are strictly complementary in the same time period. Second, if earnings rise over the lifetime -- a least

until late middle age -- a replacement ratio of less than 1 cent relative to income near retirement may

actually constitute a replacement ratio above 1 on lifetime earnings. On this basis, a replacement ratio

equa to 1 may not be desirable on either efficiency or utility grounds, even though some countries may

legislate that pension benefits should ‘fully replace’ income at work. Given these considerations, these
ratios might be considered rather high, implying an attractive inducement to retire as early as possible.

16. A separate issue is that of how replacement ratios compare across the income distribution. In
fact, welfare programmes targeted on reducing poverty or inequality would require higlaeemegit

ratios for lower earners (when at work) than for higher earners. This is a predictable outcome of pension
programmes with an income-tested or flat component, and should be observed in the form of declining
ratios as we move up the income quintiles in the data. Among couples in the bottom quintile, there is
some cross-country variation of replacement ratios based on public transfers only, with values of around
0.6 in Italy, Japan and the United States, and in a range of 0.7 to 0.9 in other countries (Figure 2).
However, when combining all income sources, replacement ratios generally converge to an even narrower
range of around 0.9 (with the only exception of the United States, where the results could be driven by the
particular nature of the data). Overall, comprehensive replacement ratios suggest almost complete
replacement at 67 of incomes of 55 year olds for those in the bottotilegulinere is some evidence of
replacement ratios declining as we move up the income distribution but it is not strong. Even in the top
quintile, ‘overall’ rephcement ratios are very high in the majority of countries, and notably in Japan,
Germany and the Netherlands. This reflects the role of other retirement income in smoothing out country-
specific variations in social security regimes. While, based on social security only, replacement ratios in
the top quintile vary from 0.1 in Australia to 0.5 in Sweden, when incorporating all sources of retirement
income these ratios range between 0.60 to 0.90 (again with the exception of the United States). In this
quintile, other sources of retirement income make up most of the deficit ateepnt ratios compared to

the lower quintile, and reduce the differences between countries.

Figure 2. Replacement ratios for couples in the top and bottom quintiles

17. As already noted, the measures of replacement ratios here presented are affected by differences in
the composition of the two cohorts; by the fact that some families in the younger cohort, especially those
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at the lower end of the distribution, may have aready retired®; and by the fact that (real) income of
families in the later cohort may further increase until they reach retirement age. While these cross-
sectional data do not allow to assess the significance of these biases, evidence from other studies suggest
that this may not be large. For example, evidence for the United Kingdom from two waves of the
Retirement Survey, for units in full-time work in 1988/89 and in retirement in 1994, points to an average
replacement rate of 0.62 (not far from that shown in Figure 1) for al units; when units are ranked by
income quartiles in the earliest year, these ratios decline from 0.88 for the first quartile, to 0.56 in the
fourth (Johnson and Stears, 1997), compared to 0.9 for the first quintile and 0.7 in the top quintile, in the
present study.

18. In summary, the large differences between comprehensive measures of replacement ratios and
measures based only on public transfers suggests that, to a large extent, families adjust to differences in
the generosity of public pension systems in order to achieve comparable living standards. The capacity to
do so, however, seems to differ among families at different points of the income distribution, with higher
substitution of income sources at the top than at the bottom end of the distribution, especialy in countries
where public transfers are directed to the lowest income households. While the measures of replacement
ratios here presented have important limitations, evidence from other studies suggest that, in practice, they
are areasonably accurate proxy of “true” replacement ratios from panel data.

Measures of income inequality

19. A further question concerns the dispersion of incomes across countries. The basic measure of
dispersion used is this study takes the form of ratios of average income between quintiles. The
interquintile ratios used here are basedaesrages of incomes within the quintiles (most often the first

and the fifth quintile) and not on the income of the 20th and 80th percentile units; however the average
income in the third (middle) quintile is likely to be close to the median income.

20. Figure 3 show three measures of income dispersion for couples in the two age groups, using
interquintile ratios for different segment of the distribution. Looking first at the ratio of average income in
the fifth quintile to average income of the first quintile (hereafter denoted as the ‘Q5/Q1 ratio’), this is
generally lower for the older than for the younger group, the only exceptions being Japan and the
Netherlands. In terms of country ranking, income dispersion is lowest in Sweden, the Netherlands and
Germany -- for both cohorts -- and highest for Italy, followed by Australia and the United”Staies

greater dispersion of incomes among Italian couples in part stems from heterogeneity of retirement
experience. In Australia, too, the low incomes in the bottom quintile may arise from the prevalence of
farmers in this group, and the impact of the income and asset testing of the state pension. As shown by the
second and third panel of Figure 3, these differences between countries and cohorts mainly reflect
difference at the top of the income ladder. At the bottom of the distribution, the pattern of relatively high
variation in the ratio among couples in the younger group (‘Q3/Q1 ratios’ shown in the bottom panel)
contrasts with significantly lower dispersion among the older group, with most indices bunched within a
range between 1.5 and 2 (implying that older couples in the top quintile of distribution have an income
between 50 and 67 per cent of the median). Such relative uniformity in income levels at the bottom of the

16. Estimates of replacement rates based on a comparison of equivalised disposable income of individuals
living in pensioners- and non pensi oners-households (where a pensioners household is one whose head is
55 and over and at least one member receives a pension) for 14 OECD countries are presented in Hauser
(1997). When using the “new” OECD equivalence scale, these replacement ratios vary between around
0.74 in Italy and the United Kingdom, to close to 0.94 in the United States.

17. However, as already noted, use of pre-tax income in the United States will tend to generate greater
inequality than if post-tax income had been used.

12



distribution for the older cohort is likely to reflect the existence of minimum pensions and welfare floors
in most countries.

Figure 3. Income dispersion among couples, by age
An analysis of the structure of disposable income

21. In the earlier discussion of replacement ratios, the idea of substitution between income sources

had been suggested. The idea of substitution has been extensively discussed in the academic literature.

For example, the displacement effect of public pension programmes on private savings is well-known,

since the semina work of Feldstein (1974), even if the magnitude of the displacement effect continues to

be a source of dispute. Gruber and Wise (1997) stress how socia security provisions provide incentives to

leave the labour force early, thereby displacing earnings and self-employment income. In this section,
‘substitution’ is used in more general terms, to examine the potential substitution (or complementarity) of
different income sources in order to maintain living standards in retirement, in the factitational or

market limitations on the availability of certain sources. Implicit in this idea of substitution is a
behavioural response to constraints, whether imposed by governments or by markets (such as a failure in
the annuities market). While the data available for this study do not allow an assessment of behavioural
responses to policy changes, they do allow comparisons of outcomes, e.g. whether alternative retirement
income arrangements generate different structures of the retirement income package.

22. Our first evidence is that, despite the relative similarity of “comprehensivelcespént ratios

across countries, differences in the structure of disposable income, across countries, family types and
income quintiles, are large. The evidence in this regard is presented in Figure 4. The standard
presentational format is a set of bar charts, for each cohortmily fgpe, depicting the weight of various
sources in the disposable income of eachtdejnthe height of the income bar feach quitile is scaled

relative to the average for a given cohort and family type (e.g., disposable income of singles 55 in the first
quintile is expressed as a ratio of disposable income of all singles aged 55). Cross-country differences are
most evident for the older cohort, and largely reflect differences in the characteristics of public pensions.
Some countries are mainly depending on earnings-related public pensions (such as France, Germany and
Sweden), whose importance is dominant across all quintiles; others combine flat public pensions, which
are more important in the bottom quintile, with private pensions whose importance rise at the top of the
distribution (the Netherlands); in yet others, income sources are considerably more heterogeneous, with an
important weight, mainly at the top of the distribution, for capital income (the United Kingdom and the
United States), and earnings (Italy, Japan). There is less variability for the younger cohort, with earnings
representing the largest component of income in all countries, but with large difference in the importance
of public transfers at the bottom of the distribution (high in Australia, France, Germany, the Netherlands,
Sweden and the United Kingdom, but less so in other countries). The rest of this section considers sources
of income in more detail.

Figure 4. Composition of disposable income by country

23. Earnings account for most of the variation in income levels for units in the younger age group.
Table 3 shows proportions reporting earnings in the two cohorts and family types In the case of singles in
the younger age group, the data highlight large disparities across countries in employment probabilities,
from 29 per cent in Australia to almost 75 per cent in Japan. The probability of reporting earnings
generally increase along the income ladder, but the relation varies across countries. Proportions reporting
earnings are always higher for couples than for singles, particularly in countries (such as Sweden, the
Netherlands and the United Kingdom) characterised by higher labour force participation rates of older
married women (OECD, 1992 and Disney, 1996). In the older group, very few singles report receiving
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earnings, with the major exception of Italy, Japan and Sweden, while these proportions are somewhat
higher for couples, as these will often contain a younger spouse. Among older couples in the highest
quintile, however, over two thirds report receiving earningsin Italy, Japan and Sweden and nearly one half
in the United Kingdom and the United States.

Table 3. Proportion of families reporting earnings

24, Measures of dispersion of earnings (Q5/Q1) also suggest larger differences across countries
(Figure 5). To some extent, countries with a high degree of earnings dispersion tend also to be those with
higher participation in employment. For example the Netherlands has low earnings dispersion among
singles aged 55 as well as low employment probabilities for the same group, while in the United States the
same groups have much higher proportion in employment and higher earnings differences. In addition to
differences in survey practices in the reporting of small employment income (for example, of casua work
of the elderly), this pattern may reflect differences in terms of opportunities for part-time work (in the
United Kingdom) and for ‘bridging jobs’ to retirement (in Japan and Sweden).

Figure 5. Earnings dispersion among couples

25. One possibility is that differences in proportions reporting earnings are offset by the distribution
of sdf-employment income. In fact, some economists have suggested that the growing trend towards
earlier exit from dependent employment have been compensated by a shift to self-employment in order to
maintain pre-retirement income. Overall, the data provide little systematic evidence of this substitution
(Table 4. Australia, France and the United States all show comparatively low proportions reporting self-
employment income, although displaying large differences in terms of proportions in dependent
employment. There is also less systematic evidence of a positive relation between income quintiles and
incidence of self employment. In Germany, self employment rates for the younger group are similar
across quintiles, while in Japan the highest proportion reporting self-employment income is in the lowest
guintiles, whereas in the United States self-employment is highest at the top of the income distribution.

Table 4. Proportion of families reporting self-employment income

26. The categonPublic transfers comprises old-age pension programmes, welfare payments and
other contingency benefits such as unemployment insurance. Receipt of such benefits is almost universal
for families headed by 67 year olds, but there is a good deal of heterogenedyij of benefits amongst
families headed by 55 year olds (Table 5). Among singles, the average proportions range from 67 per cent
in Italy to 25 per cent in Japan. Not surprisingly, there is evidence of a strong negative relationship
between income levels and proportion receiving public transfers for units in this cohort; the United
Kingdom is not untypical in this respect, with 4 out of 5 singles in the lowest quietiéving public
transfers, but only 1 in 3 in the top quintile. However the degree of 'targeting' of public transfers on the
lowest income earners in the younger cohort is far from uniform across countries: in Italy almost 60 per
cent of singles in the highest quintikceive some public transfers. In the case of couples, the proportions
receiving public transfers are lower, except in Germany and Sweden.

Table 5. Proportion of families receiving public transfers

18. The surveys used exclude the self-employed, for both age groups, in the Netherlands and, in the case of
the older cohort, in the United States.
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27. Other transfers, which mainly consist of private pensions, show significant variation across

countries and quintiles of the income distribution (Table 6)°. Looking at the older cohort, there are large
disparities across countries in the proportion of elderly families in receipt of private transfers, ranging in

the case of singles between 10 per cent in Australia to close to 80 per cent in Sweden®. In Japan and the

United Kingdom, where workers can ‘contract-out’ of the public pension scheme into a private pension,
around one quarter and one half of singles report receipt of an occupational pension, this difference largely
reflecting more generous incentives to companies and individuals in the later (Disney, 1996).
Comprehensive systems of occupational pensions also exist in the Netherlands and Sweden. Rates of
coverage by private pensions are generally higher for couples than for singles. However, in sharp contrast
to public pensions, the probability of private pension coverage is positively associated with income
quintile in all countries except Japan. Thus, private pension coverage tends to offisetjuhkty-

reducing impact of public pensions. Among couples in the bottom income quintile, less than a half in the
United Kingdom and than a third in the United States report coverage from an occupational pensions. In
these two countries, occupational pensions are often limited to white collar workers, especially in the
public sector, while in other countries they may be more closely related to company size and union
presence. This is reflected in a differential distribution of private pension receipt across the retired
populations in different countries.

Table 6. Proportion of families receiving other transfers

28. The opposite effect on income distribution of public and private transfers is even more evident
when looking at measures of dispersion of the two sources. ‘Q5/Q1 ratios’ are reported in Figure 6, for
singles and couples in the older cohort, for both public (top panel) and private pensions (bottom panel).
Looking first at public transfers, a clear difference exists between countries with flat or ‘floor’ pension
benefits, such as Australia, the Netherlands and the United Kingdom, where the interquintile ratio is
relatively low; and countries, with earnings-related (hence proportional) schemes, such as France, Italy and
Germany. Even in this second group of countries, however, the ‘Q5/Q1 ratios for public transfers are
much lower than for incomes as a whole, thus suggesting that social security generally has an equalising
effect on retirement incomes. This equalising effect is in stark contrast with that of occupational pensions,
as highlighted by the bottom panel of Figure 6; inequality of occupational pensions is generally much
higher, and larger than for total income, which confirm the inequality-enhancing character of private
schemes.

Figure 6. Dispersion of public and private transfers,
families with a head around 67

29. Capital income, which aggregates a variety of income sources from real and financial assets,
accounts in a majority of countries for a relatively minor share of disposable income, and is generally
significant only in the top quintile and for the older cohort. Together with earnings, capital income is the
main determinant of the differences in income levels between the upper quintile and the quintile just
below. In contrast, there are significant proportions of families in the lowest quintile reporting zero capital
income, especially in the Netherlands and the United States (Figure 7). While this may suggest

19. In addition to private and occupational pensions, other transfers include private health insurance
payments, income from workers’ compensation, alimonies, remittances from relatives and income in
kind. No data for this income source are available for France (where the data do not allow to separate
occupational pensions from public pensions) and lItaly (where private pensions are relatively
unimportant).

20. Data for Australia underestimate the extension of occupational pensions, as these are often taken up in
the form of lump-sums.
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displacement of savings by public pensions and other welfare benefits, a similar pattern is not evident for
the United Kingdom and Australia, despite the existence in these countries of income- and assets-tests for
socia assistance and public pensions. However, capital income -- as measured in households surveys --
excludes important components, such as imputed rents from owned-occupied housing, capital gains and
reductions of capital assets. As will be shown below, the very unequa distribution of capital income, as
measured in these data, mainly reflects differences in the structure of assets, rather than in the extent of
ownership of market assets per se.

Figure 7. Proportion of familiesin the bottom quintile reporting no capital income

V. Net market wealth of elderly families

30. Significant resources available to the elderly take the form of assets accumulated through
voluntary savings during working life, and which may be run down during retirement. This section looks
at ownership of market wealth -- e.g. assets that could be disposed on the market -- for the two cohorts
within the nine countries covered by this study. Throughout this section, wealth holdings are reported for
units ranked by their level of income (e.g. wealth values are averages across units in different income
quintiles, rather than quintiles of the wealth distribution). Market wealth is here defined as comprising
financial wealth (net of debt but excluding mortgages) and housing equity (i.e. house value net of
mortgage). Owner occupied housing generates services which are excluded from the income sources
considered in the previous section. Moreover, some types of financial assets (such as cash and bank
accounts) may not generate income streams, or these could take the form of changes in assets values which
are not recorded as capital income in the surveys used in this study. As a result, data on market assets
provide additiona information as to the economic resources of ederly families. Assets are commonly
self-reported in households surveys, with the exception of Australia. Wealth information has typicaly
been difficult to collect in household surveys, especially during the post retirement years, and differences
in survey design, coverage and sample sizes are even larger than those concerning measures of income™.
Hence, differences across countries may partly reflect non-comparability in the data.

Market wealth-to-income ratios®

31 The most obvious measure as to the level of market wealth of families is in the form of ratios of
market wealth to income”®. Figure 8 -- which shows market wealth-to-income ratios for singles (top panel)

21. Measurement of marketable assets is likely to be more accurate in countries relying on specific surveys
for the elderly population, such as the United Kingdom and the United States, than in countries using
general purpose surveys. More accurate measurement in the former reflect higher sample sizes and
lower proportion of item non-responses. For the United States, the use of follow-up bracket questions for
respondents who initially refused to answer an assets question (in the Assets and Health Dynamic Among
the Oldest Old, AHEAD) lowered item non-response by more than 80 per cent and increased estimated
mean values by 8 per cent (Smith, 1997).

22. In this section, the income concept used is that of gross income; while for France and the United States,
this measure is directly reported in the surveys, for other countries it is defined as the sum of income
components which are reported on a pre-tax basis.

23. As aready noted, in the case of France and the United Kingdom, two different surveys are used for
information of income and market assets. Ratios of market wealth-to-income for the United Kingdom
presented in this section are based on levels of market wealth calculated from the 1988/89 Retirement
Survey, as aratio of income from the 1988/89 Family Expenditure Survey. In the case of France, where
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and couples (bottom panel) in the two age groups -- highlights large differences across countries and
family groups. Looking first at couples (bottom panel) with a 55 years old head, market wealth-to-income
ratios range from around seven in Australia and Japan to around two in Sweden and Netherlands. Market
wealth-to-income ratios are higher in the case of older couples, reflecting further wealth accumulation in
the remaining years before retirement and lower measured income during retirement.  For this older
cohort, cross-country differences in these ratios are even larger, ranging from above fifteen in Austraia
and Japan to around three in Sweden and the Netherlands, but with little changes in the ranking of
countries.

Figure 8. Market wealth-to-income ratios

Holdings of market wealth along the income scales:
therole of housing and financial wealth

32. Differences in ratios of market wealth-to-income are also large within countries between units
ranked by disposable income. Figure 9 shows, for each cohort and family type, ratios of market wealth-to-
income for the top and bottom income quintiles. Cross-country differences in wealth holdings are as large
as those highlighted for al units, with some evidence of greater uniformity in these at the top than at the
bottom quintile, and among couples compared to singles™. More importantly, with the exception of older
singles, market wea th-to-income ratios decline as we move up the income scale in amajority of countries.
For example, among older couples, ratios of market wealth to income are higher in the bottom than in the
top quintile in six of the nine countries. While these high market wealth-to-income ratios among those
with low income may be indicative of disproportionately low incomes, rather than of high saving per se,
there seems to be little evidence of a relation between the size of income inequality (as shown in the
previous section) and differences in market wealth holdings across income quintiles. A more plausible
explanation of these differencesisin preferences for saving and institutional characteristics.

Figure 9. Market wealth to income ratios,
for unitsin the top and bottom income quintile

33. The observed pattern of declining market wealth-to-income ratios as we move aong the income
scale mainly reflects differences in the composition of market assets. In all countries, housing accounts for
the dominant share of marketable assets, and housing wealth tend to be more important (as a proportion of
gross income) for families at the bottom of the income distribution than for those at the top. The
observation of relatively high housing wealth-to-income ratios even among families at the bottom of the
income ladder may, to some extent, reflect opportunities for elderly families to substitute taxable income
sources (interest and dividends) with untaxable ones (imputed rents from own occupied housing). In this
sense, alow level of reported income may be associated with relatively high levels of market wealth.

34. Data on the proportion of survey respondents reporting holdings of a given type of wealth are
less affected by differences in valuation methods across countries. As shown in Table 7, rates of home

the two surveys refer to different years, market wealth is expressed relative to gross income as reported
in the wealth survey; hence, the income level is different from that used in Section 11l.

24, In addition to income, poor health is a potentialy a key factor which may limit the ability of families to
build up and hold into their previously accumulated wealth. Data for the older cohort in the United
States, where the survey gathers information on the health status of each spouse, highlight a consistent
and strong pattern; net worth of older couples varies by seven to one when an index of the health of both
spouses moves from poor to excellent (Smith, 1997).

17



ownership are aways higher for couples than singles, and are broadly similar for the two cohorts. There
are, however, large cross-country differences in the diffusion of home ownership®. In the case of singles
in the younger cohort, these proportion range from around 30 per cent in Germany and the Netherlands to
more than 60 per cent in France and Italy; while in the case of singles in the older cohort less than 20 per
cent of elderly Dutch report some housing wealth. For couples, these differences are narrower, ranging
between less than 60 per cent (Germany and the Netherlands) to aimost 90 per cent (the United States) for
the younger group; and between 92 per cent (Austrdia, Japan) and 40 per cent (the Netherlands) for the
older. While rates of home ownership tend to be positively related to income, this relation is often weak.
Thereis great uniformity across quintiles in the diffusion of home ownership in some countries exhibiting
both very high (such as Austrdia, France, Itay and Japan) or very low diffusion of home ownership
overdl (the Netherlands). Only in Germany, there is a steep positive relationship between income levels
and home ownership.

Table 7. Proportion of families reporting housing wealth

35. Financial wedlth, on the other hand, tend to be very unequally distributed, and accounts for most
of the differences between the top quintile and the quintile immediately preceding it. Not surprisingly, as
highlighted by Table 8, proportions of elderly families reporting holding of financial instruments are high
in al countries, approaching 100 per cent in Germany, Japan, the Netherlands and Sweden for the higher
income quintiles. But, of course, for those at the lower end of the income distribution who report holdings
of financial wealth, the absolute amounts may be rather small.

Table 8. Proportion of families reporting financial wealth

36. Even if the diffusion of financia wealth tends to be rdatively high in maost countries, holdings of

financial wealth tends to be much more unequal than in the case of housing. Figure 10 reports the familiar

‘Q5/QY1’ interquintile ratios for housing (top panel) and financial wealth (bottom panel) among older
couples reporting some holdings of the two categories of assets. Interquintile ratios for financial wealth
(by income quintile) among older couples vary from around five in Germany, Japan, the Netherlands and
Sweden, to above ten in France, Italy, the United Kingdom and the United States. By contrast, the same
measure of dispersion for housing wealth varies between two in Australia, Japan, the Netherlands and
Sweden, to around five in France, Germany and Italy.

Figure 10. Dispersion of housing and financial wealth among older couples

37. Given its high liquidity, financial assets provide a temporary buffer in the event of unforeseen
‘shocks’. Table 9 shows ratios of net financial wealth to income for the four family types, both for all
units and for those in the first income quintile. Not surprisingly, looking at this narrower wealth
definition, wealth-income ratios are much lower (indeed they are negative in Sweden for 55 year olds,
reflecting the inclusion of outstanding mortgages in the financial wealth of this country). In Germany, the
Netherlands and the United Kingdom, the buffer provided by holdings of financial assets will cover only a
few months of consumption . Among couples with an older head only Australia, France, Italy, Japan and
the United States report values at or above three. For units at the bottom of the income ladder, these ratios
are in some cases considerably lower (below 1.5 in three countries for singles in the older cohort, and in
four countries for couples in the same cohort). Singles in the bottom income quintile basically report no

25, Differences across countries in the importance of home-ownership, and their implications for assessing
adequacy of living standard in old-age, are stressed by Castels (1997), who suggests that “benefits that
flow to individuals through Europe’s generous pension systems are, to some considerable degree,
replicated by the benefits deriving from widespread home ownership in the nations of the New World .
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financial assets at al in Australia, Germany, Sweden, the United Kingdom. For these groups,
maintenance of an adequate standard of living in retirement is almost wholly dependent on provision of
adequate public pensions and, in the case of home owners, on the ability to release housing equity at low
cost during the remaining lifetime.

Table 9. Ratiosof net financial assetsto income

V. Estimates of pension wealth for the cohort coming up to retirement

38. Evidence on the importance of pension arrangements for adequacy during retirement was

discussed in Section Ill, in terms of income flows for the cohort already in retirement. The ‘prospective’
importance of pensions for the cohort before retirement may be assessed in terms of calculations of
“pension wealth”, the discounted sum of pension benefits to which families will be entitled when they
reach retirement age. tisates of pension wealth are based on a number of arbitrary assumptions about
the level of future benefits, life expectancy, retirement age and discount rates; and the sensitivity of these
estimates to changes in assumptions is typically large. In this study, estimates of pension wealth are
presented subject to a set of very simplifying assumptions. To reduce the impact of differential methods
of valuing pension wealth across countries, common pension income projections were provided by
national consultants for the younger age gfoupThis involved ‘freezing’ accruals at the date of
observation, and preserving them until a common retirement date (assumed at 65 yed)s withge
consideration of future contributions that will be paid until that age; of future earnings growth and
inflation; and of taxes to be paid on future benefits. In the case of couples, hypothetical flows take
account of direct pensions, survivor benefits and spouse supplements (where these exists). These
prospective pension flows were then converted into a stock of pension wealth using a common set of
mortality statistics and conditional transitions from couples to sffiglemally, it should be stressed that,

while the concept of pension wealth suggest analogies with that of market wealth, its relevance for an
assessment of adequacy depends crucially on the credibility of the pension promises for the cohort coming
up to retirement.

39. In Figure 11 estimates of pension wealth, as a ratio to gross income, are presented for an
hypothetical case of a unit in the younger cohorts not yet in retirement and with a positive entitlement to
an old age public pension; these estimates correspond to the discounted sum of future benefits, using a 4
per cent discount factor, with no consideration of which proportion of the age group is entitled to an old-

26. In the case of the United States, however, pension income projections are based on the survey
respondents self-assessment of the value of their pension when they will reach retirement age, rather than
on their reported earnings and contributions history.

27. Until age 63 in the case of Germany.

28. A critical assumption in estimates of pension wealth for couples is the one of no-correlation between the
life expectancies of spouses. In redlity, this correlation islikely to be positive and dependent on the level
of family income. Panel data for the United Kingdom confirm this. The probability that both spouses --
within couples with a head 55 to 59 years old in the 1988/89 wave of the Retirement Survey -- are till
alive in 1994 is around five points higher for families in the top than for those in the bottom income
quintile. Among couples with ahead 65 to 69 years of age, the difference rises to 19 points. Asaresult,
estimates based on common survival probabilities across income quintiles will overstate pension wealth
of those in the bottom quintile, and underestimate those in the top.
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age pension. These ratios are shown separately for al units, and for those in the top and bottom quintiles,
and distinguish between public pension wealth and occupational pensions”.

40. The patterns highlighted by Figure 11 largely reflect those shown in terms of pension flows for

the older cohort. There are clear disparities across countries as to the level of pension wealth, and
differences in its importance across income quintiles. In five of the nine countries considered, pension

wealth correspond to social security only while, for Australia, France, the Netherlands, the United States,

the estimates a so include occupational pensions. In basically flat public pension programmes, such as the

United Kingdom, public pension wealth ‘tilt’ wealth-income ratios in favour of lower income groups. But
where incidence of private pension schemes is uneven, and typically covers only better-off workers, this
progressive aspect of public pension programmes may be offset.

Figure 11. Market and pension wealth-to-income ratios,
couples with a head around 55 years old

VI. An assessment of wealth adequacy: a ssimple simulation exercise

41. Arguments about mandatory provisions for pensions have typically rested on concerns of
insufficient private savings to provide for ‘adequate’ resources in retirement. ‘Adequacy’ obviously
involve a judgement as to the ‘target’ replacement ratio that we want to achieve in retirement. This target
is here assumed at 0.60 of pre-retirement income, a value which is not far from the average value observed
in Figure 1. A stylised example provides a benchmark for this assessment. Assume first that incomes in
retirement are provided entirely through personal savings, and consider an individual who starts working
at age 20, works continuously until retirement at age 65, living for a further 15 years. The example
assumes that real earnings grow at 2 per cent per annum; that savings earns a real return of 4 per cent per
annum; and that the saving rate is constant over the lifetime. Under these assumptions, a ‘target’
replacement ratio of 0.6 at age 65 would require a saving rate of 12 per cent of earned income which, in
turn, would generate a wealth-to-income ratio of 5.4 at age 55, and just over 7 at age 67. Of course, higher
values for this target replacement ratio and/or a lower desired retirement rate would require higher savings
and wealth. For example, the same spreadsheet calculation suggests that, if the individual intended to
retire at age 55 with the same target replacement rate of 0.6, this would require a saving rate of around 30
per cent of earned income, and a wealth to income ratio of around 15 at age 55. This illustrate the point
that in countries with lower average retirement age, wealth-to-income ratios in old age should be higher
and peak earlier than in other countries.

42. What this exercise tell us about ‘adequacy’? A starting point is to aggregate market and pension
wealth to obtain overall wealth-to-income ratios. To account for the fact that, in some countries, not all
families have an entitlement to an old-age pension, the estimates of pension wealth presented in Figure 12
take account of both values of the hypothetical flows, for units entitled to a pension, and of the proportion
of units covered by a public pension programme; hence these estimates will be lower than those presented
in Figure 11. Overall, for couples, these vary from values above 10 in Australia, to around 8 in France,
Germany, Japan and the United Kingdom, and to around 6 in the other countries; only in Italy this ratio is
lower, but this reflects the high proportion of families who are already retired by the age of 55. There is
some evidence of an offset between pension wealth and market wealth. In the Netherlands and Sweden,
pension wealth is significantly more important, relatively to market wealth, than in the United Kingdom

29. In the case of occupational pensions, these estimates are adjusted for the proportion of each quintile and
family type which is covered by occupationa pensions.
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and the United States, although France reports above average ratios for both market and pension wealth.
Also, pension wealth may be seen as tilting the distribution of market wealth in favour of lower income
groups. The values of the total wealth-to-income ratios suggest that, for a planned retirement at 65, the
stock of accumulated wealth accumulated through voluntary and mandatory savings is adequate in all
countries to assure atarget replacement ratio of 0.6 of final pre-retirement income. Of course, this simple
exercise assumes that all market wealth is consumed during the lifetime (including housing wealth), and
that publicly provided pensions are not further cut back during the demographic transition, assumptions
which may not be wholly redlistic. Concerns on adequacy of resources may however occur for a planned
retirement age which is much earlier than 65.%

Figure 12. Market and pension wealth-to-income ratios,
families with a head around 55 years old

VII. Palicy conclusions

43. The data presented in this study have a number of limitations. The most important are the lack
of a breakdown of family head by sex, which is key for the assessment of the situation of survivors; the
specific nature of the data for the United States and Australia, noted in Box 1, which severely affect cross-
country comparability; and the very rough assumptions used in the calculation of pension wealth. While
some of these could be corrected in later version of this study, the preliminary evidence presented here
sheds some light on three set of issues which are important for reforms of public pension programmes.
The first encompasses questions about the level of retirement resources and their heterogeneity within the
elderly population . The second concern the scope for, and constraints to, substitution among the different
components of the retirement package. The third istherisk of aternative packages and its implications for
the vulnerability of specific groups.

44, The first point emerging from this study is that replacement rates limited to public pensions are
midleading indicators of the economic status of the elderly. When considering al income sources and

direct taxes paid, ‘comprehensive’ measures of replacement ratios are surprisingly uniform across
countries and relatively high, probably implying complete utility aepiment during retirement. Wealth-
to-income ratios for the cohort coming up to retirement, which include both market assets and accrued
pension rights, also suggest that these are probably adequate in all countries to support a replacement
ratios of around 0.6 at age 65. However, while resources may be adequate to support retirement on
average, there are large differences in economic conditions within the elderly population. Pockets of
elderly families with inadequate economic resources, mainly in the form of public pensions, coexists in all
countries with groups with resources in excess of consumption’hedtigthermore, especially in the
bottom quintile, there is evidence in many countries of very low levels of financial assets, which are
especially important as a shield against unanticipated events. Reforms directed at reducing the current

30. As already noted, any assessment of ‘adequacy’ which is based on estimates of pension wealth crucially
depend on technical assumptions as to a number of factors, and that alternative choices of assumptions
can lead to quite different conclusions. One obvious factor which has a large quantitative importance is
the rate used to discount future pension benefits; the higher this rate, the lower the pension wealth
estimates corresponding to a given pension flow. As already noted, in the estimates presented above this
discount factor was arbitrary set at 4 per cent. Under the assumptions used in this study, an alternative
choice of a 2 per cent discount rate would have the effect of increasing pension wealth to income ratios
by around 40 per cent in all countries.

31. In the case of Germany, Borsch-Supan (1977) notes that, among all elderly aged 66 and more, more than
16 per cent have an annuity income that exceeds consumption by over 50 per cent, and that this
percentage rises to almost 25 per cent among the elderly above 75 years of age.
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generosity of existing public pension system need to take account of this heterogeneity of conditions, to
avoid major disruptions in the standard of living for the most vulnerable groups of the retired, thereby also
lessening resistance to reform.

45, The observation of large differences in the composition of the retirement income package across

countries, coupled with relatively uniform levels of replacement ratios, suggests that individuals may

adjust to institutional and market constraints to achieve some ‘target’ or ‘desired’emeht ratios. This
substitution may take many forms. First, public pensions may crowd out earnings -- as veasets r
incentives created by social security regulations by withdrawing from the labour force -- and occupational
pensions (Bléndal and Scarpetta, 1998). Second, there may be substitution effects between generous
public pensions and individuals savings, as suggested by the negative relation across countries between
public pension replacement ratios and ratios of market wealth to income. Finally, there may be
substitution between public pensions and bequests, with high “involuntary” savings in old age being offset
by private intergenerational transfers in the opposite direction (Bérsch-Supan, 1997).

46. While these substitution effect will be important for any assessment of the ultimate results of
ongoing reforms of public pension programmes, the evidence presented suggests greater scope for
substitution -- and greater heterogeneity of income sources -- in countries where public pension
programmes are less generous or more targeted on lower income groups. While differences in a point in
time in the composition of the retirement package provide no evigencge of behavioural responses,

they are at least suggestive of a margin for policy discretion. The scope for substitution may however be
constrained by the institutional characteristics of pension systems, by missing institutions (such as the
underdevelopment of an annuity market), and by the labour market experience of different groups of the
population; workers with short and intermittent careers, and those experiencing long or recurrent spells of
unemployment, may be unable to benefit from the growth of occupational pension plans, especially when
there are limits with the portability of these plans.

47. Even when substitution may allow the level of retirement resources to remain unchanged, its risk
exposure is likely to change as the various components of the retirement package carry differential risks.
While countries which are mainly relying on generous pay-as-you-go systems are exposed to demographic
and political risks, capital market risks are intrinsic in countries mainly relying on funded pension systems
and on the accumulation of market wealth. Risks pertaining to housing are especially important. While
housing may serve as a shield against inflation, its low degree of liquidity may translate into large declines
in values when the elderly person decides to sell. More generally, the possibility of relying on housing
wealth to support consumption during retirement will depend on the availability of cheaper shelter for
elderly families.

48. While higher risk of the retirement income package, as measured by its expected variance, is not
necessarily a policy concern, it could translate into higher vulnerability for some groups, as expressed by
the probability that his retirement income falls below a subsistence level. This heterogeneity of economic
conditions in retirement is likely to increase in the future, as components with individual risks (e.g. market

assets) increase in weight relative to components carrying a common risk for all elderly (such as public
pensions).
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Table 1. Main features of surveys used

Austraia

France*

Germany

Japan

Italy

Netherlands

Sweden

United Kingdom *

United States®

Name of Y ear of Number of units Age of Survey Ranking of
Survey Survey used in this study Head Unit units
Household Expenditure 1993/94 1,004 Between 55 and 59 All elderly Disposable income
Survey Between 65 and 69
i) Budget de famille 1994/95 1,412 Between 53 and 57 All elderly Disposable income
ii) Actif Financiers 1992 1,587 Between 65 and 69
German Income and 1993 5,185 Between 53 and 57 Elderly not living  Disposable income
Expenditure Survey Between 65 and 69  with descendants
National Survey of Family 1994 3,975 Between 53 and 57 Elderly not living  Disposable income
Income and Expenditure Between 65 and 69  with descendants
Survey of Household 1995 3,632 Between 50 and 60 All elderly Disposable income
Income and Wealth Between 62 and 72
Socio-Economic Panel 1990 993 Between 51 and 59 All elderly Disposable income
Between 65 and 73
Income Distribution Survey 1995 2,119 Between 52 and 57 Elderly not living  Disposable income
Between 66 and 69 with descendants
i) Family ExpenditureSurvey 1988/89 2,471 Between 55 and 59 All Elderly Disposable income
ii) Retirement Survey 1988/89 1,383 Between 65 and 69
i) Health and Retirement 1992 2,206 Between 51 and 61 All elderly Grossincome
Survey
ii) Assets and Health 1993 2,153 Between 70 and 79
Dynamics
among the Oldest Old

1. Inthe case of France and the United Kingdom, two different surveys are used for information on income and assets.
2. Inthe case of the United States, two different surveys are used for the two age groups.

Source: OECD.
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Table 2. Number of unitsretained in thisstudy

Head around 55 Head around 69 Total
Singles  Couples Total Singles  Couples Total Singles  Couples Total
Australia 156 405 561 235 298 533 391 703 1,094
France 201 472 673 280 459 739 481 931 1412
171 603 774 276 537 813 447 1,140 1,587
Germany 713 1,751 2,464 1,097 1,624 2,721 1,810 3,375 5,185
Japan 181 1,143 1,324 454 2,197 2,651 635 3,340 3,975
Italy 383 1,502 1,885 625 1,122 1,747 1,008 2,624 3,632
Netherlands 128 367 495 204 294 498 332 661 993
Sweden 373 1,076 1,449 204 466 670 577 1,542 2,119
United Kingdom * 393 733 1,126 612 733 1,345 1,005 1,466 2,471
197 446 643 343 397 740 540 843 1,383
United States* 1,015 1,191 2,206 1,226 927 2,153 2,241 2,118 4,359

1. In the case of France and of the United Kingdom, two different surveys are used for information on income and assets.
2. Inthe case of the United States, two different surveys are used for the two age groups.
Source: OECD.
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Table 3. Proportion of familiesreporting earnings

Austraia
France
Germany

Italy

Japan
Netherlands
Sweden

United Kingdom
United States'

Austraia
France
Germany

Italy

Japan
Netherlands
Sweden

United Kingdom
United States'

Aged 55
Singles Couples
Income quintile Income quintile
All 1 2 3 4 5 All 1 2 3 4 5
29.0 35 00 133 507 777 650 256 427 766 847 954
680 330 600 650 880 950 850 640 850 80 920 9.0
661 186 582 843 891 805 838 546 822 932 957 934
629 170 537 648 793 939 845 671 769 8.1 949 9.7
749 524 782 827 676 936 902 725 910 954 946 975
39.8 40 154 280 57.7 923 782 301 753 919 959 973
707 434 471 819 852 956 957 81 981 975 981 995
52.2 51 278 667 861 747 793 459 816 884 932 871
744 366 653 901 881 921 929 800 9%2 974 976 933
Aged 67
Singles Couples
Income quintile Income quintile
All 1 2 3 4 5 All 1 2 3 4 5
39 5.0 0.0 0.0 7.2 7.3 10.7 52 19 85 48 332
8.0 20 20 3.0 9.0 260 17.0 9.0 90 210 240 250
29 17 19 12 10 8.7 11.0 11 52 6.7 159 265
211 0.4 30 134 358 650 403 101 127 350 651 777
20.8 55 162 248 170 401 365 197 142 314 479 691
05 0.0 0.0 0.0 24 0.0 58 0.0 34 17 102 136
15.6 00 133 100 239 306 451 402 306 355 468 725
9.8 33 107 73 131 146 295 103 143 308 442 476
95 10 5.0 57 135 224 20.2 6.0 83 156 226 484

1. Asaper cent of grossincome.

Source: OECD.

27



Table 4. Proportion of familiesreporting positive self-employment income

Austraia
France
Germany

Italy

Japan
Netherlands
Sweden

United Kingdom
United States'

Austraia
France
Germany

Italy

Japan
Netherlands
Sweden

United Kingdom
United States'

Aged 55
Singles Couples
Income quintile Income quintile
All 1 2 3 4 5 All 1 2 3 4 5
85 16.7 38 0.0 74 147 234 281 176 236 231 246
5.0 5.0 5.0 3.0 20 110 160 220 90 120 130 230
260 197 288 252 276 286 339 305 312 368 303 409
11.0 11 0.7 838 81 357 214 146 99 150 201 486
138 190 182 99 114 104 206 363 214 203 148 101
117 197 24 128 110 128 277 495 260 199 180 254
10.9 90 114 103 114 127 231 240 211 240 177 286
4.0 25 16 20 6.1 7.6 9.2 39 8.6 54 78 201
Aged 67
Singles Couples
Income quintile Income quintile
All 1 2 3 4 5 All 1 2 3 4 5
45 130 21 26 21 26 9.2 7.3 7.9 24 49 235
20 20 0.0 10 10 3.0 5.0 4.0 5.0 4.0 5.0 7.0
200 171 210 187 219 212 285 273 278 287 243 346
11 0.0 0.0 0.8 0.0 5.7 6.5 0.7 14 31 6.8 204
110 168 115 88 100 7.9 199 225 150 191 211 219
7.2 37 438 38 52 179 197 331 155 80 153 272
44 25 25 16 49 106 123 48 109 116 116 224

1. Asaper cent of grossincome.

Source: OECD.

28



Table 5. Proportion of familiesreceiving public transfers

Austraia
France
Germany

Italy

Japan
Netherlands
Sweden

United Kingdom
United States'

Austraia
France
Germany

Italy

Japan
Netherlands
Sweden

United Kingdom
United States'

Aged 55
Singles Couples
Income quintile Income quintile
All 1 2 3 4 5 All 1 2 3 4 5
558 389 1000 969 40.2 238 337 554 603 275 163 9.0
500 760 580 700 440 480 580 710 660 620 480 420
495 931 585 374 287 294 633 841 686 631 529 474
670 777 688 632 685 578 383 332 379 440 432 324
251 370 191 393 172 135 6.8 8.7 7.3 39 41 9.9
664 960 846 720 462 346 482 808 479 392 411 324
657 860 800 604 567 457 657 797 710 653 590 534
56.7 808 823 500 380 329 385 568 449 329 333 245
287 615 375 198 152 95 193 377 255 162 9.2 7.7
Aged 67
Singles Couples
Income quintile Income quintile
All 1 2 3 4 5 All 1 2 3 4 5
892 753 979 973 1000 754 781 766 942 963 855 378
98.0 1000 1000 99.0 1000 930 1000 990 1000 1000 100.0 99.0
994 998 1000 992 989 991 994 1000 996 1000 1000 974
99.0 999 993 1000 985 96.6 914 901 950 935 918 868
953 932 970 933 978 952 934 866 947 957 955 942
995 1000 1000 100.0 1000 97.6 99.7 1000 1000 1000 983 100.0
995 973 1000 100.0 100.0 100.0 99.8 1000 1000 1000 1000 99.0
989 992 1000 100.0 1000 951 970 986 986 986 980 912
974 987 982 988 964 949 983 980 965 990 1000 980

1. Asaper cent of grossincome.

Source: OECD.
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Table 6. Proportion of familiesreceiving other transfers

Austraia
France
Germany

Italy

Japan
Netherlands
Sweden

United Kingdom
United States'

Austraia
France
Germany

Italy

Japan
Netherlands
Sweden

United Kingdom
United States'

Aged 55
Singles Couples
Income quintile Income quintile
All 1 2 3 4 5 All 1 2 3 4 5
13 31 0.0 0.0 32 0.0 6.2 17 49 93 100 5.0
115 108 158 9.7 120 9.1 5.7 4.0 6.8 7.7 41 6.2
249 183 148 276 436 203 206 216 244 179 198 196
383 80 308 560 462 500 177 110 219 95 247 216
135 5.0 95 105 164 259 181 178 223 172 145 189
265 167 241 397 203 316 297 322 265 260 333 306
162 152 192 176 154 137 165 132 149 211 191 145
Aged 67
Singles Couples
Income quintile Income quintile
All 1 2 3 4 5 All 1 2 3 4 5
105 0.0 0.0 2.7 82 416 17.2 34 6.0 87 353 326
279 158 226 307 330 375 277 187 239 267 301 389
254 315 151 154 225 424 289 249 274 311 327 287
745 300 659 805 951 100.0 905 741 898 932 966 983
793 567 655 833 946 963 931 746 955 978 996 973
511 238 377 488 656 797 729 500 728 808 830 776
537 172 291 655 776 792 728 288 799 871 81 830

1. Asaper cent of grossincome.

Source: OECD.
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Table 7. Proportion of familiesreporting housing wealth

Aged 55

Singles Couples
Income quintile Income quintile
All 1 2 3 4 5 All 1 2 3 4 5
Australia 565 726 340 494 645 621 857 804 759 805 930 985
France 650 430 560 790 750 710 800 600 770 820 850 980
Germany 324 150 197 263 395 617 588 395 500 554 662 830
Italy 695 474 556 730 758 933 832 682 785 839 887 962
Japan 556 549 429 721 700 384 837 738 775 838 931 903
Netherlands 328 160 154 240 423 654 59.7 466 425 568 685 838
Sweden 442 310 209 535 527 628 842 737 822 847 883 922
United Kingdom 457 231 436 425 487 700 751 584 640 697 876 956
United States 563 277 488 575 641 834 898 749 900 944 951 946
Aged 67
Singles Couples
Income quintile Income quintile
All 1 2 3 4 5 All 1 2 3 4 5
Australia 672 541 674 712 612 821 916 782 911 935 952 999
France 650 400 740 530 690 870 840 820 810 840 790 970
Germany 362 270 225 314 432 569 576 456 476 494 631 824
Italy 634 580 486 721 633 806 824 701 789 833 846 954
Japan 738 543 765 695 856 830 91.7 815 913 939 947 969
Netherlands 186 100 171 146 122 390 408 397 203 305 441 695
Sweden 389 434 324 183 404 591 750 685 644 689 8.7 875
United Kingdom 423 162 275 441 464 768 66.2 342 532 663 810 96.3
United States 658 431 600 698 736 827 883 748 864 927 929 945
Source: OECD.
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Table 8. Proportion of familiesreporting financial wealth

Aged 55

Singles Couples
Income quintile Income quintile
All 1 2 3 4 5 All 1 2 3 4 5
Australia 718 646 476 746 870 850 695 562 578 747 715 871
France 960 900 910 980 100.0 100.0 990 970 990 100.0 100.0 100.0
Germany 895 653 893 976 992 962 976 931 981 981 993 993
Italy 905 665 898 9.4 97.0 100.0 960 881 945 981 995 997
Japan 98.7 100.0 962 100.0 972 100.0 970 942 973 974 990 971
Netherlands 97.7 960 1000 100.0 923 100.0 995 986 986 100.0 100.0 100.0
Sweden 936 772 939 985 1000 985 996 978 1000 100.0 100.0 100.0
United Kingdom 736 436 641 8.0 795 950 760 539 742 742 876 900
United States 780 438 721 841 934 9.7 948 827 952 975 995 992
Aged 67
Singles Couples
Income quintile Income quintile
All 1 2 3 4 5 All 1 2 3 4 5
Australia 69.0 529 520 827 744 828 808 588 783 907 873 889
France 100.0 99.0 1000 1000 96.0 100.0 99.0 970 1000 100.0 1000 99.0
Germany 913 800 896 939 956 976 971 931 9.2 987 991 985
Italy 887 764 859 915 953 989 929 786 909 953 999 997
Japan 99.7 995 989 100.0 100.0 100.0 994 994 998 992 994 994
Netherlands 995 100.0 100.0 100.0 1000 976 99.3 100.0 1000 983 1000 983
Sweden 914 841 804 948 1000 974 981 936 978 989 100.0 100.0
United Kingdom 708 500 638 794 8L2 797 778 658 646 788 835 963
United States 817 543 773 888 913 967 906 740 900 938 974 976
Source: OECD.
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Table9. Ratios of net financial wealth to income

Austraia
France
Germany

Italy

Japan
Netherlands
Sweden

United Kingdom
United States*

Austraia*
France
Germany

Italy

Japan
Netherlands
Sweden

United Kingdom
United States®

Total population

55 yearsold 67 yearsold
Singles Couples Singles Couples
22 21 6.2 5.0
19 15 21 3.7
0.7 05 12 12
18 13 238 238
238 17 4.0 38
0.4 0.4 10 0.9
-0.1 -0.1 11 0.7
0.9 0.7 14 13
20 15 35 32
Bottom quintile
55 yearsold 67 yearsold
Singles Couples Singles Couples
0.3 4.0 0.4 20
15 13 22 20
0.6 0.5 0.9 0.9
19 11 21 17
52 19 47 34
12 0.4 18 0.7
0.0 -0.1 19 0.8
0.4 0.9 0.7 0.8
0.7 17 23 24

1. Datafor Australiarefer to the second lowest quintile.
2. As apercentage of grossincome.

Source: OECD.
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Figure 1. REPLACEMENT RATIOS FOR THE ENTIRE POPULATION

A, Singles
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1. Public transfers of households with head aged &7 relative to income of househodds with head aged 55.
2. ncorme ol howsahaolds with head ugﬁ;] a7 relative o income ol howseholds with head Ao 55,
Source: OECD.
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Figure 2. REPLACEMENT RATIOS FOR COUPLES IN THE TOP AND BOTTOM QUINTILES

A. Top guintile
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B. Bottom guintile (3)
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1. Public transfers of houssholds with head aged 67 relative to income of houssholds with head aged 55.
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3. For Australes, the botltom quintile refers 1o g2

Source: QECD,
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Figure 3. INCOME DISPERSION AMONG COUPLES, BY AGE

A. Mean income of guintile 5 to quintile 1 (1)
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1. Ralic of mean incoms for units in the top quintle {g5) to the bottom quintils (gi).
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Sauros: DECD,
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Figure 4. COMPOSITION OF DISPOSABLE INCOME BY COUNTRY (1)
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Figure 4. COMPOSITION OF DISPOSABLE INCOME BY COUNTRY (1) (continued)
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Figure 4. COMPOSITION OF DISPOSABLE INCOME BY COQUNTRY (1) (continued)

Germany
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Figure 4. COMPOSITION OF DISPOSABLE INCOME BY COUNTRY (1) {continued)
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Figure 4. COMPOSITION OF DISPOSABLE INCOME BY COUNTRY (1) (continued)

Japan

A. Singlas, aged 55 ~ B. Couplas, aged 55
3.0 20 a0 0

Eamines Fuilic fransfars 700

Geifemployment 74 Othar trarsdars [
aet {“apita mooma |:| 4 FR 25 Fasidual 2 |:| a2k
2.0
1.5
1.0
0.5
0.0
0.5
10 L— . . . 0 o b= . . . : 1.0

Lo} Qa2 3 (821 a5 R Qa2 Q3 [#23 [+:5)

- C. Singles, aged &7 - a0 D. Couples, aged 67 -
25 25 25| =] 25
240 20 20k 2.0
1.5 5 1.6 | 1.5

o1 0z a3  oca o8 - ’ o oz 43 a4 os

1. Each quinfile is expressad as a percent of the averags dispoeable income for the total cohort.
2. The residual includes laxes
Source: DOECD,

41



Figure 4. COMPOSITION OF DISPOSABLE INCOME BY COUNTRY (1) {continued)
The Netherlands
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Figure 4. COMPOSITION OF DISPOSABLE INCOME BY COUNTRY (1) {continued)
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Figure 4. COMPOSITION OF DISPOSABLE INCOME BY COUNTRY (1) (continued)
The United Kingdom
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Figure 4. COMPOSITION OF DISPOSABLE INCOME BY COUNTRY (1) (continued)

A. Singles, agad 55

The United States

30 3.0
Farmnz [
Seif-smpimyment 74

25 Capilaf incoma :I {25

05 {-0s
A0 L L . L =10
o a2 ] 4 aa
C. Singles, aged 67
3.0 9 9 30
25 {1 25
20 {1 2D
15} {15
10 140
) | D ﬁ E |
[i%s] | .— 0.0
05 {-0s
-1.0 1 1 1 1 L 1.0

o1 Q2 03 04 05 N

B. Couples, aged 55

Puilia franskars

Cithar transfars

[
(.

D. Couples, aged 67

a3

o4

fa]
an

iz

1.0 .

m

o2

a3

(81

1. Each quintile iz expresaed as a percent of the average disposable income for the total cohe.

Saproe: QOECD,

45

-

2.5

2.0

AL NP



Figure 5. EARNINGS DISPERSION AMONG COUFLES
Mean income of top quintile to bottom quintile (1)
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Figure 6. DISPERSION OF PUBLIC AND PRIVATE TRANSFERS,

FAMILIES WITH A HEAD AROUND &7
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Bl singles [ coupses
L
S
| h ol I
¢ Fra Ger Ita Jpn i UR usa "

ALE

Swe

B. Mean private transfers of top-to-bottom guintila

Bl singles

A0 fommmmmme e

[ coupies

Aurs Ger

Source: DECD.

Jpn

Swe UK

47

USA

15

15

Fbassb.mp



Figure 7. PROPORTION OF FAMILIES IN THE BOTTOM QUINTILE
REPORTING NO CAPITAL INCOME (1)

A. Family heads aged 55
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Figure 8. MARKET WEALTH-TO-INCOME RATIOS
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Figure 9. MARKET WEALTH-TO-INCOME RATIOS FOR UNITS IN THE TOP
AND BOTTOM INCOME QUINTILES (1.2)
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Figure 10. DISPERSION OF HOUSING AND FINANCIAL WEALTH

AMONG OLDER COUPLES (1)
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Latie B. Mean financial asset holdings of top quintile to bottom quintile (2) Hatic
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Figure 11. SQOCIAL SECURITY AND OCCUPATIONAL PENSION WEALTH-TO-INCOME

RATIOS FOR FAMILIES WITH A HEAD AROUND 55 YEARS OLD (1)
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Source; DEGD,
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AWP 4.3 (1998)

Figure 12. MARKET AND PEMSION WEALTH-TO-INCOME RATIOS,
FAMILIES WITH A HEAD AROUND 55 YEARS OLD (1)

A. Total population
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