
 1 

Pension Security in the 21st Century 
CONTENTS  
 
Preface          Xİ 
Acknowledgements         XV 
List of Figures         XVİ 
List of Tables          XVİİ 
List of Acronyms and Abbreviations       XVİİİ 
Editors and Contributors        XXİİİ 
 
Introduction          1 
GORDON L. CLARK AND NOEL WHITESIDE  
 
Back to the future?         3 
Market idealism and pension provision,      7 
Pension futures         13 
 
1 Historical Perspectives and the Politics of Pension Reform  21  
    NOEL WHITESIDE  
 

1.1 Introduction         21 
1.2 Promoting partnership: British pension reform in the 1960s   23 
1.3 Comparative trajectories: The European dimension   32  
1.4 Conclusions: Moving beyond, private divide     40 
       Notes          42  

 
2 Pensions: The European Debate  
   PHILIPPE POCHET  
 

2.1 Introduction         44 
2.2 Towards a single market       49 
2.3 The economic and monetary stability of the European Union  53 
2.4 Pensions: A social question?       56 
2.5 Conclusions         58 
      Notes          62 

 
3 Is there a Dutch Way to Pension Reform?      64 
   BART VAN RIEL, ANTON HEMERIJCK, AND JELLE VISSER  
 

3.1 Introduction         64 
3.2 An overview of the Dutch pension system     66 
3.3 Asset allocation in Dutch pension funds     69 
3.4 Long-term challenges facing the Dutch pension system  72 
3.5 Policy responses        80 
3.6 Well prepared to meet the challenges?     86   
3.7 Conclusions         90 
  Notes          91 

 



 2 

4 Facing the Pension Crisis in France      93 
   BRUNO PALIER  
 

4.1 Introduction: Demographic trends and the      93 
    pension problem 
4.2 A complex pension system that is difficult to reform    95 
4.3 Much debate, little reform       98 
4.4 Towards pension savings       103 
4.5 Changing the balance between public and  
      private pensions        110 
4.6 Conclusions: The social consequences of the 
       new public-private divide       112 
       Notes          113 

 
5 Private Pensions as Partial Substitute for Public  
   Pensions in Germany        115 
   WINFRIED SCHMAHL 
 

5.1 Introduction: The public-private divide in  
      Germany's pension debates       115 
5.2 Institutional structure and objectives of 
     Germany's pension schemes       118 
5.3 Framing the pension debate      124  
5.4 The 2001 pension reform: A paradigm shift and a  
       change in the public-private mix      126 
5.5 New rules for private and occupational pensions   134 
5.6 Conclusions: Implications of the shift towards    137 
      private and occupational  
      Notes         141 

 
6 Pension Reform in Sweden and the Changing Boundaries   144 
   Between Public and Private  
   JOAKIM PALME  
 

6.1 Introduction         144 
6.2 The background to the reform      145 
6.3 The content of the reform       151 
6.4 Pre-funding and integration with global financial    156 
      markets  
6.5 Changing public-private boundaries      159 
6.6 Conclusions: The future for nation-based welfare states   162 
      Notes          166 

 
7 Pension Reform in the United Kingdom:     168 
    Increasing the Role of Private Provision?  
    CARL EMMERSON  
 

7.1 Introduction         168 
7.2 Demographic trends        170 
7.3 The current UK pension system      171 
7.4 The framework of debate       175 



 3 

7.5 Redrawing the public-private divide: Domestic issues   181 
7.6 Redrawing the public-private divide:1nternational issues  187  
7.7 Conclusions        190 
      Notes          192 

 
8 Restructuring Pensions for the Twenty-first Century:   193 
   The United States' Social Security Debate  
   ALICIA H. MUNNELL  
 

8.1 Introduction         193 
8.2 Demographic, financial, and political pressures  
      on pensions in the United States     195  
8.3 Redrawing the boundaries between public  
      and private responsibilities?       204 
8.4 How would privatisation affect individuals, 
      financial markets, and the nation?      213 
8.5 Conclusion        221  
      Notes          222 

 
9 Twenty-first-century Pension (In)Security      225 
    GORDON L. CLARK  
 

9.1 Introduction         225 
9.2 Pension prospects in the global economy     226 
9.3 European pension income security      228 
9.4 Employer-sponsored supplementary pensions    232 
9.5 Risk and return in global stock markets     236 
9.6 Regulation of pension security      243 
9.7 Implications and conclusions      246 
      Notes          249 

 
Bibliography          252 
 
Citation Index          273 
 
Subject Index          277 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 4 

LIST OF FIGURES  
 
3.1 Part – time employment in the Netherlands and EU   73 
3.2 Temporary employment in the Netherlands and EU   75  
3.3 Labour force participation rates, in the Netherlands and the EU  82  
5.1 Old age pension schemes for various groups  
      of the population in the Federal Republic of Germany    120 
5.2 Old age pensions by number of insurance years and  
      average level of earned income over a working lifetime,  
      Germany, 2000: (a) male pensioners (b) female pensioners  130 
5.3 Advantages and disadvantages of the  
     Pension Reform Act 2001 by birth, cohorts     133 
5.4 Germany's position within a typology of pension schemes  139  
6.1 People's Pension (FP), Earnings-Related Supplements (ATP)  
      and Special Pensions Supplements (STP)     148 
6.2 lncome Pension (IP) and Guarantee Pension (GP) 
      in the reformed pension system      155  
7.1 Schema of the UK pension system, 2002    172  
7.2 Average gain from increasing the Basic State Pension      
      to the level of the Minimum Income, Guarantee, (MIG)    179 
 7.3 Private pension coverage among employees in the UK,  
        by age, gender, and type of employment, 2000    182 
7.4 Private pension coverage in the UK, by earnings decile, 1999  183  
8.1 Replacement rate at early retirement age, 1999    196 
8.2 Fertility rate, by country, 1999       197 
8.3 Average labor force participation rate for men  
      aged 55-65, 1999        198  
8.4 Average productivity growth, 1995-2000      199 
8.5 Social security deficit, 1983-2001      201 
9.1 Historical P/ E ratios, US, 1871-2001      238 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 5 

LIST OF TABLES 
 
3.1 Pension funds in the Netherlands, by category   68  
3.2 Composition of retirement income in the Netherlands  69  
3.3 The changing asset composition of Dutch pension funds 
     (1992-2001)       70 
3.4 Breakdown of changes in old age public pension  
      spending, 2000-50      77  
5.1 Pension expenditure Germany, 1999     122 
5.2 Income of pensioners from different sources,  
     Germany 1998       123 
5.3 Old age dependency ratios (ADR) based on official  
     Population projections      125  
5.4 Social insurance pension as percentage of average  
      net earnings        129 
5.5 Contributions for old age pensions     132 
5.6 Alternatives in subsidized savings for old age    136 
7.1 Demographic forecasts for the UK population, 2000-50   170 
7.2 Forecast state expenditures on pensions, 2000-50   176 
7.3 State spending on those over working age, 2001-2  177  
9.1 Participants and assets by type of pension plan,   
      US, 1979-98        235 
9.2 Historical returns and equity premiums, 
      US, 1802 to September 2001      240 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


