Minimum Old-Age Pensions

IT : Their Adequacy in Terms of Average Earnings,
Minimum Wages and National Income,
and Some Problems of Adjustment

Paul FISHER!?

RESOLUTION of the 48th Session of the International Labour Confer-
ence (1964) suggested “a comparative study of social legislation
in member States, with particular reference to basic social security
measures ” and “ a study of the actual experience of selected . . . indus-
trialised and developing countries, in which . .. social security benefits
are periodically adjusted to economic growth and/or increases in the
cost of living...”.2 Recognising the important place of minimum old-
age pensions in the various social security systems, an article published
in these columns in July explored their adequacy in seventeen countries
by relating them to the consumer expenditures, the public assistance
benefits and the poverty standards of the aged.?

The present article first measures adequacy in terms of average
earnings and the minimum wages of the active labour force, and
analyses the relationship of minimum old-age pensions to nominal and
real national income per head. The second part of the article discusses
some of the issues involved in the adjustment of minimum old-age
pensions to changes in prices, earnings and the level of economic activity.
The conclusions recapitulate a few of the major findings. '

The minimum pensions referred to in this article are as a rule
those of a single, male, fully qualified beneficiary. Housing (rent) supple-
ments, which are a feature of few of the systems surveyed, had to be

1 Chief, International Staff, Office of Research and Statistics, Social Security Admin-
i_stration, Department of Health, Education and Welfare, United States.

2 Official Bulletin (Geneva, ILO), Vol. XLVII, No. 3, July 1964, Supplement I, pp. 67-68.

3 Paul Fisher: “ Minimum old-age pensions. I: Their adequacy in terms of consumer
expenditures, assistance benefits and poverty standards ”, in International Labour Review,
Vol. 102, No, 1, July 1970, pp. 51-78. There the assistance of various ILO branches and
officials and of many social security experis was acknowledged. The author’s gratitude
carries over to this article.
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disregarded in the interest of comparability, as did taxes. Hence bene-
fits and earnings are compared before deduction of taxes and social
security contributions.

The seventeen-country sample used here contains four developing
countries—Chile, Mexico, the Philippines and Turkey; three with centrally
planned economies—Bulgaria, Czechoslovakia and Yugoslavia; three
with a flat-rate benefit—Israel, Sweden and the United Kingdom—which
in the last two may be regarded as a minimum pension since it is supple-
mented by a wage-related benefit; and seven others—Austria, Belgium,
France, Italy, Japan, Switzerland and the United States—whose systems
differ among each other in a variety of ways.

1. Minimum pensions, average earnings, minimnm wages
and national income

In these seventeen countries as a whole, retirement pensioners
receiving minimum old-age benefits form one-half of the total. This
high proportion suggests that it may be useful to investigate the re-
lationship of minimum old-age pens1ons to average earnings (as a stand—m
for average incomes) and nauonal income data. :

.

Average eammgs

‘To relate minimum old -age pensions to- average earmngs reveals
the gap between the pensioner’s level of living-and that which the economy
—continuing to grow after his retirement—affords the active labour

_force. Legislators are now under pressure to -do more than simply pro-
tect pensions-against falling purchasing power and to enable the retired
to. share in the improved living conditions of the active population.

One way to gain an insight into the effect upon minimum pensions
of improved hvmg conditions is to study their long-run relatlonshlp
to average earnings.!

The method used in this article is necessarily crude. The earnings
and wage rate data collected by the ILO refer as a rule to male manual

1 Lack of data in many countries prevented a comparison of minimum old-age benefits
specifically with the average earnings of likely future recipients of minimum pensions or
of the insured in general. Data on average earnings of workers in manufacturing industry
were in most cases readily available from issues of the ILO Year book of labour statistics
covering the period 1955 to the present. Table 19A (“ Wages in manufacturing—all industries ™)
presented a few problems. In Some casés the wage series’ sampling design was revised over
the years so that the differently constructed parts of the series may not be strictly comparable.
In these cases national sources—where available—were consulted, Where the ILO Year
book reported rates rather than earnings, these were converted into earnings with the aid
of its table 13A (“ Hours of work in manufacturing—all industries ). Nor do the earnings
data reported by the ILO all embrace the same universe. While most refer solely to the
earnings of male workers in manufacturing, a few include family allowances, payments
in kind, vacation pay and bonuses, and take in salaried employees as well.
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workers in manufacturing, while in many countries the social security
systems .cover also females, white-collar employees, self-employed per-
sons and -persons engaged in economic activities. other -than manufac-
turing. The conversion of reported wage rates to earnings generally
neglects to take account of overtime pay and bonuses. However, a
reader acquainted with the statistics of his own country will not find it
too dlﬂicult to correct the shortcomings of the simplified approach used
here, .and since similar corrections are likely to apply to most. countries,
the “rankings ” established in the followmg tables may serve as a
broad indication of their general order.

' The ratios were computed annually and appear-in the country
tables at the end of this article. An 1nspect10n of these tables will disclose
considerable variations of the ratio in several countnes——mostly devel-
oping ones—over the years, depending to some extent on the frequency
with which minimum old-age benefits were adjusted. In some cases the
ratio remained surprlslngly stable, regardless of whether the adjustment
formula related pensions to wages (a rare occurrence) or not. Ratlos
differ, however, markedly between countries.!

Table I, which is based on the country tables, lists the average
ratios of minimum pensions of single beneficiaries to average earnings
during the period of observation, usually comprising the years between
1955 and 1968. . . - .

'TABLE 1. AVERAGE RATIO OF MINIMUM OLD-AGE PENSIONS
TO AVERAGE EARNINGS IN MANUFACTURING, 1955-68

Country | . % ., Country e %
United States . . . .". . 9.0, .Sweden. . . .. ... ... .. 230
Switzerland . . . . . . . 11.4 (23.9) Czechoslovakia . , .. . . . . 270
Japan . . . .. .. .. 116 Austria . . . . . . e . . ... 293
Mexico . . . . ... ..., 133 Belgium . .. .. ... .. . 318
Israel . .. .". . . .. 137155 Turkey ... . . .. .+ . ... 321
France . . . ... 177@272) Yugoslavia ... . .. . ... 364
United ngdom . ... 178 (353 Chie. ... . .. e e e o ... 384
Philippines . . . . . . . 18.6 Bulgaria ... .. . ... ... 415
Ialy . . . . . ..... 200 , o

Notes: The percentages in parentheses relate to minimum pensions augmented by
means- or needs-tested supplements,

Austria, Yugoslavia and Japan, In the absence of minimym penswns in these countries
the ratios for the first two are based on’ “ guaranteed ” income lévels reached by means-
tested supplements to formula benefits, and for Japan on a hypothetical minimum benefit
under the Welfare Pension Insurance Scheme assummg the lowest Temuneratlon level and
a (minimum) twenty-year period of affiliation. .

1 A similar attempt is made in table IX, p:104, of ILO: Revision of Conventions Nos.
35, 36, 37, 38, 39 and 40 concerning old-age, invalidity and survivors® pensions, Report V (1),
International Labour Conference, 50th Session, Geneva, 1966 (Geneva, 1965). However,
that table is geared not to minimum but to average old-age pensions, and in many cases uses
benefits computed on the basis of the highest income subject to social security contributions.
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No obvious pattern is discernible, but further analysis of the rele-
vant data in the country tables—keeping in mind the different nature
of the Austrian, Yugoslav and Japanese substitutes for minimum pen-
sions—offers a number of insights.

(1) The ratio studied was affected by the fact that the various
countries pursued different social security and wage policies. Countries
which (i) relied heavily on supplementary private pensions, occasionally
allowing insured persons to “contract out” of the statutory old-age
scheme by making alternative private arrangements, and/or (ii) placed
little emphasis on pensions, show ratios below 20 per cent. Of the eight
countries with the lowest ratios, the United States, Switzerland, France,
the United Kingdom and Israel are good examples of the first group,
and Japan, Mexico and the Philippines of the second. The last-named
countries also sought to restrict wages over most of the period, but labour
market conditions pushed these up faster than minimum pensions.
Where wages were controlled, as in the three centrally planned economies,
sizable minimum pensions represented a high proportion of average
earnings.

(2) Developed market economies, where the wage level is determined
by economic forces but modified by institutional arrangements (for
instance labour unions with varying degrees of bargaining power), ex-
perienced relatively full employment in the period covered by this paper,
1955 to 1968. Most of the developing countries in our sample also showed
relatively satisfactory economic growth. The resulting increase in real
earnings necessarily depressed the relative level of minimum old-age
pensions in several of the countries surveyed, since as a rule pensions
were not linked to wages. Instead they were either linked to price level
changes or adjusted from time to time on an ad hoc basis by legal action.
These adjustments, often made with a considerable time lag, account
for the wide fluctuations of the ratio in several of the countries surveyed
over the 1955-68 period.

(3) In most market economies full employment and economic
growth were accompanied by some degree of inflation which accentuated
the problems connected with the adjustment of minimum pensions.
Low ratios were concentrated in those countries where retail prices rose
more than 50 per cent above the level in the base year (1955).1

(4) The centra]iy planned economies in our sample (Bulgaria,
Czechoslovakia and Yugoslavia) did not have to face this problem.

1 Computed from the country tables. Among the high-inflation countries which conform
to this finding are Israel, Mexico, Sweden, the Philippines, the United Kingdom and Japan.
Chile and Turkey are the exceptions. In these two cases a very vigilant social security policy,
and in Chile the linking of pensions to the cost of living (and before 1964 to the wage index),
prevented a deterioration of the ratio.
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Wage and price controls seem to have been sufficiently effective. Although
their social security systems differ widely, they all have a relatively
high ratio of minimum pensions to earnings.

(5) The “age” of the social security system did not prove to be
very significant in the relationship between minimum pensions and
average earnings. The “age ” of the system was measured both from
the date of establishment of the system currently in force, and from the
date of enactment of the country’s very first old-age pension scheme.!
Although “ older ” systems (before 1940) tend towards lower and younger
towards higher ratios, exceptions are too numerous to permit any
generalisation on the basis of this small sample.

Similar reservations apply to using the extent of coverage as a
yardstick. There is a hint that old-age pension schemes which cover
only a relatively small proportion of the insurable labour force (less than
50 per cent), can afford to provide this small number with relatively
more generous minimum pensions (measured against average earnings)
but the evidence is again too contradictory to permit any generalisation
on the basis of our data. v

(6) The state of economic development as measured by national
income per head offers a somewhat better fit. In general, developing
countries maintain a higher ratio of minimum pensions to average
earnings than the industrialised countries.? This may be the result of
deliberate policy to provide high minimum benefits, or it may be caused
by, among other things, the paucity of family savings, the absence of
sufficiently developed private supplementary schemes, or an ideology
which favours state rather than private action.

The factors mentioned here interact. Some of them reinforce, others
offset one another.

Minimum wages

If minimum old-age pensions are viewed as a floor below which
the income of the retired is not to fall, and minimum wages are considered
to be a floor below which the income of the active labour force is not

1 The latter yardstick was preferred by Henry J. Aaron in his * Social security: inter-
national comparisons ”, in Otto Eckstein: Studies in the economics of income maintenance
(Washington, DC, The Brookings Institution, 1967), pp. 14-46. The table of “ Years of
enactment of first major legislation for old-age, disability, and survivor insurance programs ”
given in Joseph A. Pechman, Henry J. Aaron and Michael K. Taussig: Social security:
perspectives for reform (Washington, DC, The Brookings Institution, 1968), p. 276, differs
from that given by Guy Perrin: “ Reflections on fifty years of social security ”, in International
Labour Review, Vol. 99, No. 3, Mar. 1969, pp. 285-287.

2 Felix Paukert: “ Social security and income redistribution: a comparative study ”,
in International Labour Review, Vol. 98, No. 5, Nov. 1968, p. 432, comes to a similar con-
clusion with regard to cash sickness benefits.
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to sink, the inter-relationship between the two becomes a proper subject of
investigation. They face common problems. For instance, their purpose
is to assure the beneficiaries of “ a suitable standard of living ” 1, which
is sometimes fixed in terms of “ basic needs ” 2 and in other cases re-
presents a given fraction of the standard of living enjoyed by the “ normal ”
wage earner.3 Both also face the problem of adjustment to changmg
price and income levels and use similar means to achieve this goal.t
Both appear in .some countries not as a single flat rate but as multiple
rates varying according to class of worker, sex, family 51ze, occupatlon
region, industry or enterprise. The minimum old-age ‘pension and mini-
mum wage rates selected for purposes of comparison were as a rule
those payable to a single male, manual, urban industrial or commerc1al
worker. The task of selecting the appropriate corresponding minimum
wage level was complicated in so many instances by the paucity of data
covering the entire period of observation that the results must be viewed
with great caution. In addition, the réservations already made in respect
of the Austrian, Yugoslav and Japanese substitutes for minimum pensions
have to be kept in mind.®

1 Cf. paras. 45-51 of the Report of the Meeting of Experts on Minimum Wage Fixing
and Related Problems, with Special Reference to Developing Countries, in ILO: Minimum
wage fixing machinery and related problems, with special reference to developing countries,
Report VII (1), International Labour Conference, 53rd Session, Geneva, 1969 (Geneva,
1968), p. 81, and Report V (1), Intematlonal Labour Conference, 50th Session, op cit.,
pp. 51- 52

2 For a discussion of “ basic needs” see ILO thmum wage fixing and economic
development, Studies and Reports, New Series, No. 72 (Geneva, 1968), pp. 59-65, and N. N.
Franklin: “ The concept and measurement of ‘minimum living standards’ ”, in Internatio’nal
Labour Review, Vol 95, No. 4, Apr. 1967, pp. 271-298. See also the definitions by Chile
and Mex1co—“ basic needs of the worker and his family ”, “indispensable. needs of the
worker ”, a “ budget necessary to satisfy the material, social and cultural needs and educational
expenses of the family "—cited in Report VII (1), International Labour Conference, 53rd
Session, op. cit., pp. 11, 15 and 17.

2 Legislators are sometimes advised to set the minimum wage level at not lower than
two-thirds and not higher than three-quarters of normal wages for similar work payable
to workers of comparable skill in the area. For a fuller dlscusswn see Minimum wage fixing
and economic-development, op. cit., pp. 69-74.

4 See Report VII (1), International Labour Conference, 53rd Session, op. cit., pp. 39-
45, Minimum wage fixing and economic development, op. cit., pp. 107-121, and Report V (1),
International Labour Conference, 50th Session, op. cit., ju 63-65. In particular the same
methods—automatic linkage to price levels, periodic reviews, reviews upon request of
aggrieved parties, and ad hoc adjustments-—are used. See also George F. Rohrlich: “Legal
aspects of the calculation of social security (social 1nsurance) benefits, in particular as
regards changes in the cost of living and the level of wages”, in Proceedmgs of the Sixth
International Congress on Labour Law and Social Legzslatzon (Stockholm Almgyvist & Wik-
sell, 1968), Vol. I, pp. 48-49. .
’ PA partlcular problem was posed by cousfries which rely upon collective bargaining
to establish minimum wage rates, which acquire the status of a legal minimum wage if the
collective bargaining agreement is extended. In some cases only index numbers were avail-
able. In other instances there was no indication whether these collective agreements had
been extended. Since, however, only the approximate magnitude of the ratio of minimum
pensions to minimum wages was to be ascertained, the minimum wage rates specified in
collective agreements and obtained by correspondence were taken as a basis (Switzerland,
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A further difficulty results from the fact that while minimum pensions
are treated as incomes, minimum wages are as a rule expressed in hourly
rates. To bridge the gap, the minimum wage rates had to be translated
into earnings. This was usually accomplished by reference to the indication
of actual hours worked given in the ILO Year book of labour statistics.
Where this method failed, a standard working year was used which
may have led to an overstating of minimum (and low) earnings.

Neither minimum wages nor minimum pensions can be considered
as more than “ one of a battery of measures in the strategy of an attack
on poverty ”, or “ one of a number of possible ways of reducing inequali-
ties in living standards ™.! Nor should one expect to find the two devices
used in equal dosages. The relative emphasis placed on each is shown
in table II which lists in ascending order the averages of ratios computed
annually, usually from 1955 to 1968, as they appear in the attached
country tables. A

The ratios range from below 20 to above 100 per cent, i.e. from
countries which differentiate sharply between the minimum incomes
of the active and the retired worker, to those which keep them on about
the same level. Apart from the three countries with the highest ratios,
the remaining twelve are equally divided into those which assure the
lowest class of retired beneficiary of about one-quarter and those which
provide about one-half of the income the lowest-paid active worker
receives. Since minimum wages tend to move in the same direction 2
as average earnings, many of the observations made in connection
with the latter also apply here. If anything the concentration of lower
ratios in the developed, and of higher ratios in the less developed countries
is more pronounced.

Belgium and Turkey) without regard to their legal status or the representative nature of
the industry. Similarly in the case of the United Kingdom, only one of sixty wages council
rates was selected to represent “ minimum wages ”. In the two cases where only index num-
bers had been communicated (Italy and Austria), accuracy was further sacrificed by accepting
as substitutes for minimum wages one of the lower rates of “ hourly wages of adult wage
earners in selected occupations ” which the 1LO compiles annually as part of its “ October
inquiry ” (published in the Year book of labour statistics up to 1958 and since then in the
Bulletin of Labour Statistics). The use of the same source in the case of Sweden and Israel
is even more questionable, since neither of these countries has a recognised minimum wage
system. All these reservations are more fully explained in the footnotes to table II, which
include a special warning regarding the Japanese entry.

1Report VII (1), International Labour Conference, 53rd Session, op. cit., p. 77,
paras. 14 and 17.

2 Moving in the same direction does not imply complete parallelism. For instance,
minimum wages increased between 1955 and 1967 in all but four of the countries surveyed
(Belgium, Mexico, the Philippines and Sweden) at a slower rate than average earnings.
Although minimum pensions also increased over the same period, there was no reason to
expect in this case any conformity either. As a matter of fact, minimum old-age benefits
in all but three countries (Belgium, the Philippines and Sweden) rose faster than minimum
wages (see table VII).
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TABLE II. AVERAGE RATIO OF MINIMUM OLD-AGE PENSIONS
TO MINIMUM WAGES, 1955-68

Country % Country %
Switzerland . . . . . .. 153347 Ialy . . .. ... ... ... 465
United States . . . . . . 188 Mexico. . . . . ... .... 465
Sweden., . . .. .. .. 225 Japan . . . . ... ... .. 483
Israel . ... .. ... 234304 Turkey. ... . ... .... 54
Philippines . . . . . . . 239 Austria. . . . ... ... ... 700
France . . . ... ... 246@379 Chile. .. ... ... .... 795
United Kingdom . . . . 38.0 (75.6) . L)
Belgium . . . ... .. 422 Yugoslavia . . . . .. ... . 1154

Notes: The percentages in parentheses refer to minimum pensions augmented by
means- or needs-tested supplements.

In Switzerland, Belgium and Turkey minimum wages are fixed by ‘means of collective
agreements. The rates taken as representative, and based upon data provided by corres-
pondents, are those applying to bookbinding in Switzerland, the metal, metallurgical and
electrical industries in Belgium, and Istanbul textile workers in Turkey.

The same holds true for Iraly, Austria, Sweden and Israel. For Austria and Italy it was
only possible to obtain indices, which did not permit the computation of ratios. In conse-
quence, minimum old-age pensions were compared with the lower rates of “ hourly wages
of adult wage earners in selected occupations ” compiled by the ILO as part of its annual
“ QOctober inquiry ”. The minimum wage rates used here—those of female sewing-machine
operators in Italy, unskilled textile workers in Austria and Israel, unskilled labourers in
printing and publishing in Sweden—are not fully adequate substitutes for minimum wage
rates but do yield some insight into the magnitudes involved. As regards Austria, see also
the appropriate footnote to table 1.

For the United States, the Philippines, France and Chile a single national minimum
wage standard was used. In the case of the United States, this meant sole reliance upon
the Fair Labor Standards Act rates, disregarding interim rates, rates for agricultural
workers on large farms and state minimum wage statutes. Similarly in France only
the interoccupational graranteed minimum wage (SMIG) rates were considered, while
differentials in wages zone (of which there are three at present) were disregarded. As for
the Philippines, the minimum wage rates applicable to industrial and commercial workers
were used, those for agricultural workers and the workers and salaried employees in the
sugar industry were left out of account. In the case of Chile the first entry relates to the
minimum wage of salaried employees and the second to that of manual workers.

The wage board system in the United Kingdom leads to different minima in the various
industries. The ratio given here is based on the wage rates applying to male laundry workers
since data for this category were readily available for the entire period governed before
1959 by the Trade Boards Act of 1909 and thereafter by the Wages Councils Act of 1959.
No “ national ” minimum wage could be meaningfully used. One observer has expressed
some doubt about the use of any wages council rates for our study, since all workers are
covered by more generous agreements negotiated by the trade unions. However, the National
Prices and Incomes Board clearly attaches importance to the effect of wages council rates,
even though the councils have jurisdiction over less than 20 per cent of wage and salary
earners (Report VII (1), International Labour Conference, 53rd Session, op. cit., p. 42).

Mexico established instead of one nation-wide, uniform rate, a multitude of minimum
wage levels differing by townships (now geographical economic zones), category of workers,
size of establishment, branch of industry and skill level (see Minimum wage fixing and eco-
nomic development, op. cit., pp. 82 and 183-187). The table uses a national average computed
by the Mexican Minimum Wage Commission for Urban Workers.

Japan has no uniform national minimum wage, but establishes for non-permanent
daily-paid workers a minimum wage which differs from industry to industry, as well as
by size of establishment (number of persons employed). The computation had to be based
upon average wages of such workers in 1967 in finance and insurance (572 yen) and the
toys and sports goods industry (495 yen). Furthermore, without substantial evidence supporting

284



Minimum Old-Age Pensions

National income per head at current prices

AVERAGE RATIOS

Relating old-age pensions to national income over time may throw
some light on the degree to which the retired population shared in
economic growth. Where, as in our sample, minimum pensions represent
one-half of all pensions paid, an analysis of the changing relationship of
minimum old-age benefits and national income per head could reveal
to what extent an increased social output was channelled to the lowest
strata of old-age beneficiaries, what the impact of rising income on
minimum benefits was, and whether these kept pace with the rise of
real income.

An inspection of the country tables reveals a rather perplexing
situation. Over the years, the annual ratios of minimum old-age bene-
fits to national income per head increased in five, decreased in six and
remained relatively stable in six other countries ! without any obvious
pattern being distinguishable.

Table 111 lists in ascending order the averages of the annual ratios,
as a rule for the years 1955-68, appearing in the country tables.

While the more developed countries tend to have the lower ratios,
and vice versa, a few countries half way down the table seem to owe
their position to prevailing national attitudes with regard to the function
of minimum old-age benefits (and of statutory old-age pensions in general)
more than anything else. As is to be expected, because of the inter-
dependence of average earnings and national income per head, this
table bears a close resemblance to table I. With the exceptions of France,
Mexico and the Philippines, all the other countries appear in about the
same position as in table I (although the exact order differs). Most of
the observations made there apply here too.

A glance at the annual ratios of minimum pensions to national
income per head in the country tables reveals that the ratio varied only
slightly over time in most of the mature systems. They appear to have
declined in countries with sluggish adjustment of pension rates (the

it, a 300-days-a-year level of employment had to be assumed, which yielded ratios of 44.8
and 51.7 per cent. The arithmetic average—48.3 per cent—which appears in the table must,
‘therefore, be used with great caution, the more so since the minimum pension figure does
not represent an actual but only a hypothetical minimum (see footnote to table I).

Since 1961 Yugoslavia has had a system of minimum wages which differ according to
industry, enterprise and region. Minimum personal income figures have been published
by the Central Government since 1965. Between 1965 and 1967 the individual republics
were authorised to set these figures at a 20 per cent lower level, and since 1968 have been
able to set them 20 per cent higher. See also the appropriate footnote to table I.

No data were available on Czechoslovakia and Bulgaria.

t Increased: Chile, Italy, Mexico, Turkey and the United Kingdom. Stable: Austria,
Belgium, Czechoslovakia, Sweden, Switzerland and Yugoslavia. Decreased : Bulgaria, France,
Israel, Japan, the Philippines and the United States.. See also tables V and VI.
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TABLE HI. AVERAGE RATIO OF MINIMUM OLD-AGE PENSIONS TO NATIONAL
INCOME PER HEAD AT CURRENT PRICES, 1955-68

Country % Country %
France . . . . . . . .. 163 (24.1) Mexico. . . . . . ... ... 37.1
Switzerland . . . . . . . 163 (34.5) Belgiom . . . . .. ... .. 46.8
United States . . . . . . 17.6 Austria . . . . . . . .. ... 50.5
Japan . . . . .. ... 23.8 Chile. . . .. ... ... .. 52.1
Israel . . . .. .. .. 26.8 (28.0) Yugoslavia . . . . . . .. .. 62.5
Sweden. . . . . . ... 332 Bulgaria . . . ... .. ... 72.5
United Kingdom . . . . 34.6 (68.5) Philippines . . . . . . . . .. 73.2
Italy . . . . . .. ... 359 Turkey . . . . . . ... ... 85.6
Czechoslovakia . . . . . 36.8 38.8

Notes: The percentages in parentheses refer to minimum pensions augmented by
means- or needs-tested supplements.

In the case of the three centrally planned economies, national accounts data refer to
net material product (NMP), i.e. the total net value of goods and productive services in-
cluding turnover taxes produced by the economy in the course of a year. NMP data have
been used in the Bulgarian case. Correspondence regarding Yuwgoslavia referred to the NMP
data to be found in the United Nations Yearbook of national accounts statistics as national
income data. In the Czechoslovakian case, the second, italicised entry is of that nature.
The first refers to gross domestic product per head minus production consumption.

For reservations regarding the minimum pension constituents of the entries for Austria
Yugoslavia and Japan see the appropriate footnote to table I.

Philippines and Bulgaria), as well as in those with rapid rates of growth
(e.g. Israel). More of the national income seems to have been channelled
into minimum old-age benefits in countries which started the period
of observation with low pension rates (Italy), or pursued a high minimum
pension policy (Turkey and the Swedish universal flat-rate pension).

RATIOS IN OLD AND YOUNG POPULATIONS

The ratios listed in the country tables also show to what extent a
recent finding relating the size of average pensions to national income per
head would apply to the size of minimum benefits. Henry J. Aaron found
that the adequacy of old-age benefits is inversely related to the proportion
of the total population over retirement age. He concluded that “in
countries with a relatively large aged population, one reaction apparently
has been to reduce benefits per aged person in comparison with per
capita income .1 -

Table 1V, which takes the ratio of minimum (not average) old-age
benefits to the national income per head and relates it to the percentage
of the population over retirement age, shows that the Aaron thesis holds
good for minimum pensions, as the term is used in this paper, in only

1Pechman et al., op. cit., p. 295. See also Aaron: * Social security: international
comparisons ”, op. cit., pp. 36, 37 and 46.
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TABLE 1V. RATIO OF MINIMUM OLD-AGE PENSIONS TO NATIONAL INCOME PER
HEAD, AND PERCENTAGE OF POPULATION OVER RETIREMENT AGE

° Mini

Year of most | patirement Ati(fnpgega- pensimg1 :;n %

Countey e pom | e | reromen | ©f paione

age per head

France . . . . . . .. .. 1965 60 18.0 14.7 (24.1)
Czechoslovakia . . . . . . 1962 60 14.2 37.9
Ttaly . . . . . .. .. .. 1962 60 14.0 38.1
Sweden . ... ..... 1965 67 12.9 35.0
Belgium . . . . . . .. 1961 65 12.3 48.0
Austria . . . .. . ... 1961 65 12.3 49.4
Bulgaria . . . ... ... 1963 60 12.3 48.0

United Kingdom . . . . . 1961 65 11.9 34.1 (68.5)

Switzerland . . . . . . . . 1960 65 10.2 15.4 (34.5)
Yugoslavia . . . . . . . . 1961 60 9.9 65.7
Japan . . . . . ... L. 1965 60 9.7 30.7
United States . . . . . . . 1960 65 9.2 17.2

Turkey . . . .. . ... 1965 60 7.5 136.7 Y

Israel . . .. .. .. .. 1961 65 52 27.4 (28.0)
Chile .. ... ..... 1960 65 4.3 66.0
Philippines . . . . . . . . 1963 60 4.2 74.1
MexicO . . . . . . . .. 1960 65 3.7 76.6

Sources: The percentages of population over retirement age are taken from United
Nations: Compendium of social statistics: 1967, Statistical Papers, Series K, No. 3 (New
York, 1968), table 2, pp. 40-67; idem: Demographic yearbook, 1967 (New York, 1968),
table 5, pp. 132-205. The ratios of minimum pensions to national income per head are from
the country tables for the respective year.

Notes: The percentages in parentheses refer to minimum pensions augmented by
means- or needs-tested supplements.

For reservations regarding the minimum pension constituents of the entries for
Austria, Yugoslavia and Japan see the appropriate footnote to table I.

six of the seventeen countries.! This discrepancy is due to the difference
in the functions of minimum and average benefits. The income guarantee
function of the former as a rule forces the legislator to keep the minimum
pension rising faster than the growth of average pensions.2

1 Turkey, Mexico, the Philippines, Chile, Yugoslavia and France. Minimum pensions
achieve fairly high ratios as measured against national income per head at current prices,
in spite of the high percentage of the population over retirement age, in Austria, Bulgaria,
Belgium, Italy, Czechoslovakia, Sweden and the United Kingdom, and a low ratio in a
country with a relatively young population, Israel. The evidence in Japan, the United States
and Switzerland is inconclusive.

“I could not resist the temptation to see whether other findings, this time relating
social security outlays to national income, could be correlated with the size of minimum
benefits. Aaron (Social security: perspectives for reform, op. cit., pp. 294 f.) found an inverse
relationship between government contributions and social security outlays as a fraction
of national income. For reasons similar to those stated in the text above, no clear-cut re-
lationship became discernible. If anything, the size of minimum pensions seems to be directly

- (Footnote continued overleaf)

287



International Labour Review

Pensioners’ minimum requirements in the poorer (developing)
countries are seemingly so close to output per head that the ratio of
minimum pension to national income per head in these cases is consis-
tently higher than in the rich countries. In other words, the lower the
national income per head at current prices, the greater is the relative
size of the minimum pension.

GROWTH RATES COMPARED

Average ratios of minimum pensions to national income per head
do not reveal to what extent the former have shared in economic growth.

related to that of government contributions. France and the United States, which did not
finance minimum retirement benefits per se during the period under observation, rank
first and third in table III. In these two cases the minimum pension represents only a small
proportion of national income per head. On the other hand, countries whose governments
contribute at least one-quarter of the cost of the old-age pension scheme (see ibid., tables
C-8 and C-9, pp. 290-293) show high ratios: Austria, twelfth in rank; Italy, eighth; Mexico,
tenth; Sweden, sixth; the United Kingdom, seventh.

Another Aaron thesis—that “social security outlays are.larger in.wealthy than in
poor countries, but the response of these outlays to higher income is less than proportionate *
(Social security: perspectives for reform, op. cit., p. 294)—suggested an exploration of the
correlation between the size of minimum old-age benefits and national wealth, I fully ex-
pected to find no correlation at all. I found instead, using Felix Paukert’s amended version
of the Aaron thesis (“ Social security and income redistribution: a comparative study >,
in International Labour Review, Vol. 98, No. 5, Nov. 1968), as well as his method of pres-
-entation in the following table, a significant degree of correspondence between these magni-
tudes in an opposite direction to the outlay theses, but in accord with the findings shown
in table IH.

RATIO OF MINIMUM PENSIONS TO NATIONAL INCOME PER HEAD
AT DIFFERENT LEVELS OF NATIONAL INCOME PER HEAD, 1965

) Ratio of
National minimum
) L G
i s Country oot | nafomncome | Siee
(US 9 per head o
)
200-499 Philippines . . . . . . . 219 73.2
Turkey . . . .. .. .. 244 85.6
Mexico . . . . . . . .. 412 37.1 65.3
500-999 Chile . . .. ...... 515 | 52.1
Japan. . . . ... ... 696 238
Italy . . ... ... .. 853 359
Austria . . .. ... .. 970 50.5 40.6
1000-1499 Israel . . . . . ... .. 1067 26.8
Belgiim . . . ... ... 1 406 46.8
France . ... ... .. 1436 ] 16.3
United Kingdom . . . . . 1451 34.6 31.1
1500 and over Switzerland . . . . . . .. 1928 16.3
Sweden (GDP) . . . . . . 2201 332
United States . . . . . . 2893 1 17.6 22.4

Source of the national income data: United Nations: Yearbook of national accounts statistics, 1966
(New York, 1967), table 7B, pp. 730-734, and table 7A (Sweden), p. 728.
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Some light on this question may be obtained by comparing the rates
by which minimum pensions and national incomes per head at current
prices increased over the entire period of observation (table V).

There are eleven countries where minimum pensions rose at a faster,
and six countries where they rose at a slower rate than national income
per head. In the first group, the deviations between the percentage
increases of minimum pensions and of national income per head in the
first three entries (Yugoslavia, Czechoslovakia and Belgium) are small
and may be disregarded. It is conceivable that, at least in the first two,
social policy deliberately sought to keep the rates of increase more or

TABLE V. PERCENTAGE INCREASES IN MINIMUM PENSIONS
AND NATIONAL INCOME PER HEAD

.National‘
s mcome (or o
Country Period Lg:;;?g:l net mate(rial devé\t(i)gn 1
product)
per head
Group I : Minimum pensions increased faster than national income
per head
Yugoslavia . . . . . 1955-66 501.4 ’ 481.4 4.2
Czechoslovakia . . . 1955-67 74.0 70.8 4.5
Belgium . . . . . . 1955-67 97.8 89.1 9.8
Austria . . . . . . - 1956-67 132.2 113.5 16.5
Switzerland . . . . . 1955-66 108.3 91.5 18.3
Sweden . . . . .. - 1955-67 164.0 135.6 20.9
United Kingdom . . 1955-67 120.0 (132.7) 85.8 39.8 (54.7)
Mexico - . . . . . . 1955-67 200.0 132.0 51.5
Ttaly . . . .. ... 1955-67 290.0 ‘ 162.0 1 79.0
Turkey . . . . .. 1955-67 650.0 200.9 223.5
Chile . ... ... 1955-67 | 7554.0 2084.0 262.5

Group Il : National income per head increased faster
than minimum pensions

United States . . . . 1955-67 46.6 64.7 38.8
France . . . . . . . 1955-67 101.3 (119.0) | 165.0 (139.8) | 62.9 (17.5)
Japan . . . . . .. 1955-67 178.3 321.1 80.1
Israel . . . . . .. 1957-67 74.5 (28.0) | 192.0 (9.7) 157.7 (28.9)
Philippines . . . . . 1957-67 20.0 68.1 240.5
Bulgaria . . . . . . 1956-66 333 134.0 303.6

Note: The percentages in parentheses refer to minimum pensions augmented by means-
or needs-tested supplements, and show the increases recorded between 1956 and 1967 in
France and between 1965 and 1967 in Israel. See appropriate footnote to table I in regard
to Austria, Yugoslavia and Japan.

1 To portray the extent to which the rates of growth of minimum pensions and national
income per head diverge, the difference between their percentage increases over the total
period is expressed as a percentage of the lower of the two figures (national income per head
in group I, minimum pensions in group IT). This ratio is called “ deviation ” for short in
this article.
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less in line. Our interest centres upon the cases showing large deviations—
Mexico, Italy, Turkey and Chile in the first group, Bulgaria, Israel,
Japan and the Philippines in the second. We shall then turn to the three
cases with smaller but still significant deviations—the United Kingdom
in group I and the United States and France in group II.

The Bulgarian case is easily understood; while the annual net
material product per head increased steadily, minimum pensions remained
unchanged for long periods. After six years they were raised by only
one-third and remained at that level for another six years. In contrast,
average monthly earnings were permitted to increase twice as fast as
minimum pensions, but still lagged behind net material product increases.
A similar situation prevailed in the Philippines. The Chilean data suffer
from the fact that a very high rate of inflation seriously affects the
comparability of data in our time series. If instead of 1955-67 a shorter
and more easily comparable period were considered, for instance 1960-67,
minimum pensions would also be seen to have risen faster (686 per cent)
than national income per head (599 per cent) but the deviation would
be very small (14.5 per cent). This is a more likely result in a system that
up to 1964 adjusted all old-age benefits for manual workers to wage and
price changes.

Israel and Japan were among those with the highest growth rates
over the period of observation. Gross domestic product per head in-
creased in Japan between 1953 and 1960 by an average of 6.4 per cent
a year, between 1960 and 1965 by 8.5 per cent; the figures for Israel
were 5.4 (1950-60) and 5.7 per cent respectively.! Government income
policy did not favour in either case corresponding increases in pensions
or average earnings.

The Mexican, Italian and Turkish cases in group I have a number
of features in common. In all three countries minimum pensions started
at the beginning of the period at rather low rates compared with average
earnings, and a relatively large percentage of old-age beneficiaries
received the minimum pension (Turkey, 75.8 per cent; Italy, 50 per cent;
Mexico, 46.5 per cent). The need to raise the pension floor having been
recognised, the ratio of minimum old-age benefits to national income
per head more or less doubled during the period of observation in all three
cases (Turkey, from 52.3 per cent in 1955 to 111.9 per cent in 1967;
Ttaly, from 26.8 per cent in 1955 to 45.8 per cent in 1965; and Mexico,
from 20.4 per cent in 1956 to 46.6 per cent in 1960).2

The United Kingdom’s concern for old-age pensioners and hence
for more adequate minimum benefits forced the flat-rate pension up
faster than the rate of increase in the cost of living, the rise in average

1 United Nations: Yearbook of national accounts statistics, 1966, op. cit., table 4A,
pp. 707-710.

2 See country tables.
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earnings and the growth of gross domestic product per head, which
during the period of observation showed a rather sluggish increase
(2.4 per cent a year).! The corresponding rate of growth in the United
States was not much better (1950-60: 1.5 per cent; 1960-65: 3.1 per
cent) 1, but legislation kept the minimum old-age benefit for relatively
long periods of time at a fairly low level compared with average earnings.
France on the other hand experienced a rather healthy growth rate of
domestic product per head (1950-60: 3.6 per cent; 1960-65: 3.7 per cent) 1,
and neither wages nor minimum pensions reached the same rate of
expansion as national income per head.

A more precise idea of the extent to which minimum old-age bene-
fits have kept pace with the rise in income may be had by comparing
the movement of ratios year by year in the country tables. These refer
to national income data at current market prices.

Increases in minimum pensions, gross domestic product
and average earnings at constant prices

To see how minimum pensions fared in real terms, table VI compares
the increases in real (deflated) minimum pensions with the increase in
real (deflated) gross domestic product per head and real average earnings.

If we were to reconstruct the groups appearing in table V but using
the constant prices of table VI, seven 2 of the eleven countries listed in
group I and all six in group II would remain in the same groups.® The
difference in the Austrian growth rates is so small that it can be disregarded.
Otherwise only Belgium, Yugoslavia and Czechoslovakia would switch
to the group with higher rates of growth in gross domestic product
per head, but the divergence is relatively small, at least in the case of the
first two. Group II would now include all three centrally planned econo-
mies.

In nearly half the countries listed the growth of minimum old-age
pension rates exceeded or fell very little short of the growth of gross
domestic product per head.

Minimum old-age benefits rose faster in real terms than average
earnings in eight countries 4, more slowly in eight more ®, and at the
same rate in Belgium. Sharp discrepancies are revealed in the Italian,
Turkish and Bulgarian growth rates. On the whole, however, the deviations

1 United Nations: Yearbook of national accounts statistics, 1966, loc. cit.

2 Chile, Italy, Mexico, Sweden, Switzerland, Turkey and the United Kingdom,

3 An almost identical result was reached by comparing total annual rates of growth
of minimum pensions at constant prices with the corresponding rates of growth of gross
domestic product per head, computed on the basis of data in United Nations: Yearbook
of national accounts statistics, 1966, op. cit., table 4A, pp. 707 ff.

4 Austria, Chile, Italy, Mexico, Sweden, Switzerland, Turkey and the United Kingdom.

5 Bulgaria, Czechoslovakia, France, Israel, Japan, the Philippines, Yugoslavia and
the United States.
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TABLE VI. PERCENTAGE INCREASES IN REAL MINIMUM OLD-AGE PENSIONS,
REAL GROSS DOMESTIC PRODUCT PER HEAD AND REAL AVERAGE EARNINGS

| ) Real Real Real
Country Period { minimum GDP average
pensions per head earnings

Austria . . . .. . . .. 1956-67 69.8 70.8 56.6
Belgium . . . . . . . .. 1955-67 . 49.2 59.8 49.2
Bulgaria . . . . . .. .. 1955-67 38.8 165.8 68.8
Chile .. ... ..... 1960-67 63.0 : 20.1 46.7
Czechoslovakia . . . . . . 1960-67 =21 379 10.0
France . . . . . .. . .. 1955-67 25.5 96.1 379
Israel . . . . . . .. .. 1959-67 | 5.3 37.6 36.4
Italy . . . .. . . .. .. 1955-67 163.5 72.5 55.7
Japan . . . . ... .. . 1955-67 79.6 182.8 86.0
Mexico . . . .. .. .. 1955-67 91.4 379 67.7
Philippines . . . . . . . . 1957-67 -58.7 30.7 —-50.0
Swedem . .. ... ... 1955-67 65.9 54.6 37.1
Switzerland . . . . . . . . 1955-67 69.1 51.0 44.1
Turkey . . .. ... .. 1963-67 74.0 20.5 31.5
United Kingdom . . . . . 1955-67 52.8 29.4 31.5
United States . . . . . . . 1955-67 17.7 27.8 21.4
Yugoslavia . . . . . . .. 1955-66 98.8 123.7 126.8

Note: See appropriate footnote to table I in regard to Austria, Yugoslavia and Japan.

are smaller than in the case of the corresponding GDP figures, suggesting
a closer affinity of minimum pensions with average earnings.

Significant lags in real minimum pensions vis-a-vis real GDP per
head appear in countries which experienced exceptional rates of economic
growth. Major deviations in one direction or the other are also to be
found in countries which either started new schemes with—if compared
with average earnings—very low minimum pensions, or delayed ad-
justing them for long periods of time. National attitudes in regard to the
proper place of the statutory social insurance programme (and minimum
pensions) as well as incomes policies affected the outcome in several
instances. On the whole, minimum pensions did not fare too badly.
As a rule their share of economic growth was at least as large as that
taken by average earnings.

II. The adjustment of minimum pensions to changes in prices,
earnings and minimum wages

The adjustment process

Minimum old-age benefit rates are established by statute and apply
to newly awarded pensions. Once the award is made, minimum pensions,
like all other pensions in the course of payment, may be adjusted to
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changes in prices, wages, the views of society as t0O what constitutes
a desirable pension level, and other considerations.! The specific rules
governing the adjustment of all current pensions may (e.g. Belgium)
or may not{e.g. France) apply to minimum old-age benefits or guaranteed
incomes (Austria and Yugoslavia). The flat-rate pensions used in our
sample, whether they are supplemented by wage-related or welfare-
type additional pensions or both (Sweden, the United Kingdom and
Israel) are also in need of adjustment from time to time and similar
methods are used. Since neither statutory minimum pensions nor flat-
rate pensions are by definition wage-related, the problem of revaluing
the earnings base does not arise.

Of the two major methods of adjustment, automatic linking of
pensions to prices or wages, and ad hoc adjustments, the latter, which
sometimes follow in the wake of periodic or specially requested reviews
(with or without statutory criteria for adjustment), predominates in
the seventeen countries in the sample. Only Belgium, Chile, Israel and
Sweden offer clear cases of automatic adjustment. Even there the link
may be broken: when the operation of the automatic link presented
a threat to Israel’s anti-inflationary incomes policy in 1967, its operation
was suspended by freezing a part of the pension increase.

Regardless of the method used, countries which take retail price
or wage level changes into consideration in adjusting pension rates
in general may apply quite different criteria to minimum pensions.
The need for improving the lot of aged persons has prompted some
programmes to raise minimum old-age benefits at a higher rate than
other pensions (e.g. France and the United States) independently of
price and wage movements.

The changes in the annual ratios of minimum old-age pensions
to average earnings, minimum wages, cost of living and national income
per head shown in the country tables bear out the traditional view of
the strengths and weaknesses of each adjustment method.? This study is
more concerned with the long-run effects. There is a strong indication
that between 1955 and 1967 ad hoc methods of adjustment led to larger
increases in minimum old-age benefits than the automatic link with
cost-of-living changes. Since all upward adjustments in social se-
curity programmes depend on the availability of financial resources,
an increase in benefits, including the minimum pension, is in funded
systems often dependent on increases in the reserve fund resulting
from an excess of fund revenues over current benefit payments. Such
adjustments may even be automatic as in the Italian scheme. Systems
financed on the pay-as-you-go principle (assessment method) are

1 See the report on the findings of thé Actuarial Subcommittee of the ILO Committee
of Social Security Experts in Report V (1), International Labour Conference, 50th Session,
op. cit., pp. 63-65.

% See Rohrlich, op. cit., pp. 61-67.
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compelled to match an increased pension burden by raising contri-
butions from all sources.! Such programmes can also anticipate bene-
fit increases by automatic increases in revenues which, in turn, may
persuade the legislator of the feasibility of increasing pensions, including
the minimum benefit. The persuasive force is enhanced, when, as in the
fully contributory schemes, such increases can be made without en-
cumbering general revenues and without fear of thereby encroaching
on the general budget.?

Minimum pensions and changes in the cost of living,
average earnings and minimum wages

The comparison of the behaviour of minimum old-age benefits
over time with that of national income per head at current prices can
be usefully extended to changes in the cost of living, in average earnings
and, where time series are available, in minimum wages, if the reser-
vations already made concerning certain entries are kept in mind (table
VII).3

This compilation permits three generalisations:

(1) Minimum old-age benefits increased in all but one country,
the Philippines, at a greater rate than the cost of living.

(2) In ten of the seventeen countries their rate of increase was greater
than that of average earnings.*

(3) Only in three countries, Belgium, the Philippines and Sweden
(low wages for unskilled workers in printing and publishing), did mini-
mum wages, as the term is used in this paper, increase faster than minimum
old-age benefits.

1 Since a benefit increase forces a funded scheme to raise—in addition to the funds
necessary to cover the increase in benefit payments—also those necessary to bring up the
reserves to the appropriate level (which in turn increases the contribution rate beyond the
level necessary under the assessment method of financing), a system based on funding has been
considered less able to respond quickly to upward pension adjustments, for instance in an
inflationary situation. In fact, the existence of sizable reserve funds seems to invite benefit
increases at their expense. Continued depletions of reserve funds slow down capitalisation
and may, unless corrected, hasten the replacement of funding by assessment.

2 This is the tenor of Robert J. Myers’s proposal to link the ceiling on incomes subject
to social insurance contributions to wages (covered earnings) and/or the cost of living (* A
method of automatically adjusting the maximum earning base under OASDI ”, in Journal
of Risk and Insurance (Bloomington (Illinois)), Vol. 31, No. 3, Sep. 1964, pp. 329-340).
A government proposal to this effect is now before the United States Congress.

3 For a comparison of averagé old-age pension rates with cost-of-living indices and
indices of the general level of wages see Report V (1), International Labour Conference,
50th Session, op. cit., table X, pp. 106-107.

¢ Austria, Chile, Czechoslovakia, Italy, Japan, Mexico, Sweden, Switzetland, Turkey
and the United Kingdom. In this respect the results of tables VI and VII are fairly similar,
in spite of the fact that the latter compares minimum pensions and average earnings at
current prices, the former in real terms. Only Czechoslovakia and Japan appear in different
“ groups ” in these two tables.
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TABLE VII. PERCENTAGE INCREASES IN MINIMUM PENSIONS, COST OF LIVING,
AVERAGE EARNINGS AND MINIMUM WAGES

Cory | Teriod | Mimmm | Gosel | A | Minimim
Austria . . . . 1956-67 | 132.2 39.0 116.9 75.8
Belgium . . . . 1955-67 97.8 32.7 102.4 109.3
Bulgaria . . . . 1955-66 33.3 —-42 50.0 79.0§ n.a.
Chile . . . . . 1960-67 | 686.0 383.0 607.0 450.0
Czechoslovakia . 1955-67 74.0 -39 . 27.1 n.a.
France .. . . 1956-67 83.0 (119.0) | 57.0 121.1 68.7
Israel . . . . . 1957-67 74.5 65.9 110.2 71.0
Ttaly . . . .. 1955-67 | 290.0 47.9 130.0 127.5 112.5
Japan . . . . . 1955-67 | 178.3 63.3 172.6 n.a.
Mexico . . . . 1955-65 | 200.0 45.9 136.9 168.6
Philippines . . . 1957-67 20.0 90.0 45.2 50.0
Sweden . . . . 1955-67 | 164.0 59.1 118.0 170.0
Switzerland . . 1955-66 | 108.3 30.3 79.3 49.6
Turkey . . . . 1955-67 | 650.0 194.2 134.0 ) 263.9 150.0
United Kingdom 1955-67 | 120.0 (132.7) | 44.4 89.4 48.8
United States . . 1955-67 46.6 24.5 51.2 39.0
Yugoslavia . . . 1961-67 | 214.6 129.3 245.2 57.9

Notes: The percentages in parentheses refer to minimum pensions augmented by
means- or needs-tested supplements.

For reservations regarding the minimum pension entries for Austria, Yugoslavia and
Japan see the appropriate footnote to table I.

Bulgaria. The first entry for average earnings is based upon ILO data, the second,
italicised, entry is derived from data provided by ILO correspondent Mr. A. Mintchev.

Italy. The first entry for minimum wages is based on computations using a national
index in Rassegna di statistiche del lavoro (Rome), the second, italicised, entry was computed
on the basis of the (low) earnings of female sewing-machine operators in Rome taken from
the ILO “ October inquiry ” series.

Turkey. The first cost-of-living entry is based on data in the ILO Year book of labour
statistics, the second, italicised, entry was computed on the basis of data provided for Ankara
by Mr. N. Selamoglu.

United States. Saul Waldman came to the conclusion that average benefits awarded
in 1954 and 1959 under the Old-Age, Survivors, and Disability Insurance (OASDI) pro-
gramme lagged by 1966 substantially below parity with prices and wages: *“ OASDI benefits,
prices, and wages: 1966 experience ”, in Social Security Bulletin (Washington, DC), Vol.
30, No. 6, June 1967, p. 10. Pechman ef al. (op. cit., p. 99) believe that the enactment of
Medicare and the 13 per cent increase in OASDI benefits in 1967 probably restored the
purchasing power of the 1954 awards.

Listed below are the percentages by which the increases in minimum
old-age pensions shown in table VII exceeded those in the cost of living.

(Philippines . . . . . . . . ~350.0) Belgium . . . ... ... .. 199.1
Israel . . . . . .. .. ... 132 Turkey . . . . .. o . 2347
France . . .. ... . ... 456 Austria . . . . . . .. ... 239.0
Yugoslavia . . . . . . . .. 66.0 Switzerland . . . . . . . .. 257.4
Chile . . . ... ... ... 79.1 Mexico . . .. .. ... .. 3357
United States . . . . . . . . 902 Italy . . . . ... ... .. 505.4
United Kingdom.. . . . . . . 1703 Bulgaria . . . . . .. . . .. 892.8
Sweden . . . .. ... ... 177.5 Czechoslovakia . . . . . . . 1997.4
Japan . . ... .00 181.6
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The size of the deviations suggests that in many countries the mini-
mum old-age benefit which existed at the beginning of the observation
period was considered to be unduly low and that, if public opinion
and the beneficiaries’ expectations were to be satisfied, minimum pension
adjustment had not merely to keep pace with rises in the cost of living
but to exceed them. The minimum pension had to be brought into
an acceptable relationship with the earnings of the active labour force
and its improved standard of living. The deviations were small in those
pension systems which link the benefits to price changes (Israel, Yugo-
slavia, Chile, Sweden and Belgium). Except in countries which, at the
beginning of the observation period, had smaller-than-average mini-
mum old-age benefits in relation to average earnings or national income
per head—and in which the heavy reliance placed upon minimum pen-
sions accounts for the relatively large percentage increases in the level
of such pensions—the linking of benefits to cost-of-living changes.
seems to have limited the upward trend. In other words, the recipients
of minimum pensions as a whole?! fared somewhat better in the long
run in those countries which relied upon ad hoc rather than some
form of automatic, linked adjustments.

Below are listed the percentage deviations of the increases in mini-
mum pensions and those of average earnings shown in table VII.

Group I : Minimum pensions increased faster than average earnings

Japan . . .. ... L. ... 33 Sweden .. .. .. ..... 39.0
Chile. . . . ... ... ... 13.0 Mexico . . . . . .. . ... 46.1
Austria. . . . . . . . . . .. 131 Ttaly . . .. ... ... .. 123.0
United Kingdom . . . .. .. 342 Turkey . . . . .. ... .. 146.3
Switzerland . . . . . . .. .. 36.6 Czechoslovakia. . . . . . . . 173.1

Group II : Average earnings increased faster than minimum pensions

Belgium . .. .. ... ... 46 Israel . . . . . . .. .. .. 479
United States . . . . . . . . . 99 Bulgaria. . . .. ... ... 50.2
Yugoslavia . . . . . . . . .. 143 Philippines. . . . . . . . . . 126.0
France . . . . .. .. .. .. 45.8 .

A striking difference between the twe series of deviations listed
above is that, while the deviations between the growth rates of minimum
pensions and the cost of h'ving fluctuate widely (from 13.2 to 1,997.4 per
cent) those between minimum pensions and average earnings move.
in a far more limited range.

1The improvement of the first award level does not, by itself, improve the lot of the
individual beneficiary of a minimum pension. He may find the purchasing power of his
own pension eroded by price increases and the status he enjoyed in the income hierarchy
before his retirement deteriorating. He may not live long enough to benefit from the rate
adjustments which specifically favour minimum pensions in across-the-board percentage
increases, which do not differentiate pensions by size. Furthermore, lengthy adjustment
delays may leave newly awarded pensions at very inadequate levels, sometimes for years.
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More important, deviations from the cost of living are as a whole
so large as to suggest that once minimum pensions passed the cost-
of-living mark, the latter ceased to have much influence on the level
at which such pensions are fixed. In contradistinction, the relatively
small deviations from the growth rates of average earnings indicate that
in the prosperous 1955-67 period minimum pensions were adjusted
with an eye to keeping them in line with the increasing monetary re-
wards of the active labour force. Since average earnings in all cases
but one (the Philippines) increased substantially more than the cost
of living, it follows that old-age pensioners drawing the minimum benefit
were able to enjoy a higher standard of living too.?

Swmmary

(1) The relationship of minimum old-age benefits to the level of
earnings of the active labour force is primarily determined by the stage
of economic development. The ratio of minimum pensions to average
earnings is substantially higher in developing countries. Within the
developed countries the ratio is significantly affected by what society
considers to be the proper place of state social insurance vis-a-vis private
savings, occupational private pension plans and public (social) assistance.
Wages and incomes policies, as well as labour market conditions, play
their part in determining the ratio in both cases. Inflation may affect
pensions and earnings to a different extent, a problem which did' not
arise in the three centrally planned economies in our sample.

(2) Measured in terms of national income per head, minimum old-
age benefits show consistently higher ratios in the developing countries.
The size of the minimum pension is not clearly related either to the
percentage of the population over retirement age, or to the percentage
of social insurance revenues derived from government contributions.
Over the period of observation the rate of increase of minimum old-
age benefits seems, in the majority of cases, to have equalled or exceeded
the national growth rate, and that of average earnings.

(3) The analysis of the adjustment process yielded three major
findings.

1 Table VII also permits us to reach some tentative conclusions as to the development
of minimum wages, with due regard to the somewhat free use of this term in the present
paper. With the exception of the Philippines and Yugoslavia, minimum (and low) wages
increased in all the other countries of the sample at a considerably faster rate than the cost
of living. In ten out of fourteen countries average earnings increased faster than minimum
wages. The four exceptions are Belgium, Mexico, the Philippines and Sweden. Deviations
range from 2 per cent (Ttaly) to 323.4 per cent (Yugoslavia), with an average of 65 per cent,
or if the Yugoslav entry is discounted 42 per cent. The relatively narrow margin would
confirm the view that average earnings are one of the factors determining minimum wage
rates, which in turn affect wage levels as a whole (see Minimum wage fixing and economic
development, op. cit., pp. 13-21, 59 and 69-74).
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(a) 1n a period of rising real income, the automatic linking of minimum
pension adjustments to changes in retail prices operates initially
as a brake on the increase of minimum old-age benefits. Over a
longer period of time such automatic links are unable to limit
pension increases to the amount by which the cost of living has
risen. In the long run, minimum social security benefits increase
faster under ad hoc adjustments than under a system of automatic
adjustment to the cost of living. There were not sufficient data
available on the countries in our sample to compare the long-run
effects of ad hoc adjustments with those linking minimum pension
increases automatically to changes in the wage level.

(b) Although the correlation between changes in minimum old-age
benefits and those in the cost of living, average earnings and the
gross domestic product at constant prices is high in all cases, it
is highest in regard to average earnings. It seems that, in periods
of substantial economic growth, the level of living made available
through higher real wage incomes determines the level of living
to be made available to the retired members of the labour force
on minimum pensions to a greater extent than any other economic
factor.

(c¢) As indicated above, minimum pensions in the developing countries
of the sample differ in behaviour from those in the industrial countries.
They appear to have been set as a rule at a higher rate—in relation
to average earnings, minimum wages and national income per head
at current prices—than those in most developed nations. Such
factors as paucity of individual savings, inadequate supplementary
private insurance arrangements, a different view as to the role of
the State as guarantor for the income needs of the retired, lead in
these cases to a different emphasis upon the income guarantee as
distinct from the income replacement function of the social insurance
system. Over time, minimum pensions in the developing countries
seem to have grown less rapidly than national income per head
at current prices. There is also in the developing countries a lower
correlation between minimum old-age benefits and gross domestic
product per head at constant prices. This may result from the fact
that, so far, minimum old-age pensions in the relatively new pro-
grammes of the developing countries have not yet reached a level
at which the ability of the economy is taxed to sustain them.

(4) One lesson I learned from this study was to respect the uniqueness
of each programme in the light of its historical antecedents, social policy,
and economic and political constraints. International comparison,
difficult anywhere, faces additional institutional problems in the field
of social security. None the less, I believe that the task set by the Inter-
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national Labour Conference resolution of 1964 led to a useful study.
Crude and limited as the analysis had to remain, it may help the reader
to see his own system in clearer perspective. And it may encourage
further research into other social security cash benefits.

Appendix: Country Tables

GENERAL NOTE

Minimum pensions

Minimum pensions comprise, where not otherwise stated, statutory minimum
pensions for eligible single beneficiaries. In the case of Israel, Sweden and the United
Kingdom the statutory flat-rate pension is used. The entries for Austria and, since
1 April 1956, for Yugoslavia do not represent minimum old-age benefits but statutory
“ guaranteed ” minimum incomes attained by adding to the formula benefit a supple-
ment subject to a means or needs test. In the case of Switzerland (since 1965) these
supplements are listed separately. Similarly, means- or needs-tested supplementary
pensions in France and the United Kingdom are presented separately. The Israeli
table lists separately the sum of flat-rate and supplementary (social) benefit in force
since 1965. For Japan a hypothetical minimum pension under the Welfare Pension
Insurance Scheme was constructed.

Changes in the size of minimum pensions during a year are taken into account
by reporting the annual average of the periodic (annual, monthly, or weekly) pension
payment.

Average monthly earnings

The usual source of average monthly earnings is ILO: Year book of labour
statistics, various issues, referred to in’the footnotes as ILO Year Book.* In general,
the entries refer to the earnings of male manual workers in manufacturing. In a few
cases the ILO data refer to weighted averages of male and female earnings or to
earnings in manufacturing, mining and quarrying, include the earnings of salaried
employees and/or family allowances, and differ in periodicity (monthly, weekly,
daily) or are quoted as hourly rates. In some, where national data provided by
correspondence (as for Austria and Bulgaria) offered additional insights, these are
also recorded.

Minimum (or low) earnings

For details concerning minimum (or low) earnings data see text and footnotes
to the tables. .

National income per head

Annual national income per head is shown in all cases at current prices. It was
generally computed from data in United Nations: Yearbook of national accounts
statistics, 1966, and its Demographic yearbook, 1968, both up-dated with the assistance
of its Statistical Bulletin. In the case of the centrally planned economies the data on
net material product (Bulgaria and Yugoslavia) or gross domestic product minus
production consumption-(Czechoslovakia) were taken from the same sources.

1 Page references are to the 1968 edition. ‘
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Consumer price index

The usual source of the consumer price or cost-of-living indices is ILO: Year
book of labour statistics, various issues, referred to in the footnotes as ILO Year
Book.! Where national data submitted yielded additional insights (Turkey), these
are also recorded.

Gross domestic product per head at constant prices

As a rule annual data on gross domestic product (GDP) per head were culled
from the same sources as the data on annual national income per head (see above).
In a few cases (Israel, Italy, Japan, the United Kingdom, the United States), ex-
penditures per head on gross national product (GNP) were substituted. Other varia-
tions, of minor importance, will be apparent from the headings used.

Signs and conventions

The figures in bold-face type in the ratio columns indicate the average ratio over
the period.

At the foot of each table the lines in izalic type show the percentage changes for
the periods indicated. Except where otherwise indicated all these changes are positive.

Horizontal breaklines in columns indicate interruption of series owing to
change of sample, classification, etc. Wherever the data divided in this way have
been or could be linked, averages and growth percentage have been computed as if the
series had not been interrupted.

* Page references_are to the 1968 edition,
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P0E

Chile

(In escudos)

A B (o D E F G H I J K L
g £3 s g B .
gy £s g - 8% R 2 3 | 5y
year £ 3 | £t £ g% o | Epi%s : 22 | 3o
58 5% 53 Q Fa on | %8823 | @ = S 8 | 28
ze2 | zef | saf | S F2 S IE LT RS sy | =2 | 24 | %
283 £88 £it 20 £3 g | §EE3E | <o g2 8% iz | &8g
S8f | SB§ | @§f | &< £E g4 | SFsss | &a | 2R | Ax | 8% | Ba%
o, % ) . : 35S ) & = [OF-] &~
1955 2.26 — — — — — — — 128 212 145 531
1956 3.75 — — — 0.050 37.5 — — 206 21.8 23.0 546
1957 6.14 — — — 4 0,065 472 — — 275 268 - 303 590
1958 14.02 — — — 0080 87.6 — — 338 498 365 689
1959 20.25 — — — 0.109 88.8 —_ — 474 51.3 50.6 670
1960 22.00 — 5534 398 0109 96.5 — — 400 660 56.6 1828
1961 2267 5145 6350 357 0141 80.4 7167 718 a2 576 60.9 1899
1962 29.82 53.94 75.21 39.6 0.159 93.8 80.91 66.7 561 63.8 69.3 1951
1963 36.41 6888 10005 364 0203 87 10332 667 807 542 1000 1997
1964 60.18 12770 15219 395 0295 101.3 15023 850 1207 598 1460 2038
1965 8521 17673 21214 402 0408 1042 20792 850 1652 619 1881 2101
1966 12884 22250  307.18 419 0513 125.6 26177 850 2236 691 2311 2190
1067 17299 26033 39150 442 0.600 1442 30627 850 2796 742 2730 2195
1968 14912 31733 52516 284 0731 1020 37334 850 — — 3457 =
1969 190.74 40538 — — 0935 1020 47750 850 — — — —
(38.49) 92.9) (79.5) 2.1
1955-67 7 554 — — — — — —_ — 2084 — 1783 313
1956-67 4513 — — — 1100 — — — 1257 — 1087 302
1960-67 686 — 607 — 450 — — — 599 —_ 382 20
1961-67 663 406 515 — 325 — 327 — 492 — 348 16

! Information supplied by Mr. Carlos Briones Olivos, Superintendent of Social Security. These pensions are adjusted annually with changes in the cost of living. Most of the computa-

tions are related to the Social Security Pension Programme for Manual Workers. Minimum pensions for white-collar workers were initiated in 1961.

p. 649,

2 JLO Year Book, p. 524.

2 Ibid.,
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b France (In French francs)
=N

A B c D E F G H 1 J K L M N o P

2 2L " 8 "

= @ .§ g @ % 8 2 g =2 :
veo | £2 0| 85 152 of | 9% | S £ : 7 |E,
%, | 5. |%B| FE | Q8| % |z |ls | EE s |g | 2. |ls |8 | & |3358
- g SS90 £ < S+ > e z < =8 < - g < < ol g8
52§ SEY | 8¢ -2 325 g%’o gu | g gg S~ 8= S& g4 | g4 % aﬂ,’g:
8% | =98 |22 | &8 | 8Q8 | &Y |d<|de| 5F | 22 | da | FR | d<|da | 8% |GEEE
1955 658.00 329.00 — — — — — — 2620 25.1 — 3058 215 — 69.7 4149
1956 723.80 361.90 312 970 1697.70 3169 228 30.6 2620 27.6 37.0 3385 214 287 71.0 4313
1957 723.80 361.90 312 970 1697.70 3419 212 284 2683 27.0 36.2 3408 21.1 285 73.0 4523
1958 723.80 361.90 328 986 1741770 3823 189 258 3047 23.8 324 4211 172 234 84.0 5809
1959 723.80 36190 380 1038 184570 4058 17.8 25.6 3247 22.3 32.0 4485 16.1 23.1 89.1 50911
1960 723.80 36190 380 1038 184570 4347 16.6 239 3331 21.7 31.2 4969 14.6 209 924 6293
1961 723.80 361.90 420 1078 192570 4680 155 23.0 3416 21.2 31.6 5286 13.7 204 954 6510
1962 780.95 540.74 495 1250 2311.69 5075 154 246 3619 21.6 34.5 5796 135 21.6 954 6811
1963 800.00 650.00 610 1410 2670.00 5512 145 256 3835 209 36.8 6271 128 225 1000 7034
1964 916.60 916.60 700 1616 323320 5907 155 273 3939 23.3 41.0 6763 13.6 239 1034 7362
1965 1050.00 105000 700 1750 3500.00 6240 168 280 4107 25.6 42.6 7155 147 245 1060 7584
1966 120000 1200.00 750 1950 3900.00 6614 18.1 294 4274 28.1 45.6 7611 158 256 1089 7874
1967 132500 132500 800 2125 425000 7009 189 303 4420 30.0 48.1 8118 163 262 111.8 8138
1968 150000 150000 942 2442 4884.00 7904 190 309 5577 26.9 43.8 — — — 1169 -—
1969 1550.00 1550.00 1050 2600 5200.00 — — — — — — — — — — —

177 (21.2) (24.6) (37.9 (16.3) (24.1)

1955-66 823 2647  — — — - - = — — — - - = — —
1955-67 1013 3027 — — — — - - 687 - — 65 - — 60  96.1
1955-68 1280 350 « — — — — - — 1120 — — R 67 —
1955-69 1356 3710 — — - - - - — — — - - - — _
1956-66 — — 140 101 130 - = — — — S — — —
1956-67 83.0 2660 . 156 119 150 1211 — — 687 — — 39 - — 57 —
1956-68 1072 3144 202 151 188 1493 — — 1120  — —_ - - - 64 —
1956-69 — — 236 168 206 - = = — — - S — — —

1 Information provided by Mr. F. Netter, Conseiller-Maitre 3 la Cour des Comptes. The National Solidarity Fund supplement is subject to income limits and tests.

1962 the total is derived from (10/11 x A) + C.
facturing (excluding vacation and overtime pay) by 2,080. ILO Year Book, p. 528.

provided by Mzr. F. Netter by 2,080.

® From 1956 to 1962, only 10/11 of A enters into the sum.

8 ILO Year Book, p. 656.

2 From 1956 to

4 Computed by multiplying hourly wage rates for manual workers in manu-
5 Derived by multiplying minimum wage rates (SMIG—Salaire minimum inter-professionnel garanti)
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Japan (In yen)

A B (o} D E F G H 1 J
g ] 3
- > Q - Q ]

28 K g & gog 2 3 X
Year g g g g n‘g - 'g - .OED g% E '%9. E ?.ﬁ Afl' -

L o 89 33 g 3 231 | 28283 | Se8

R v e LE od g3 om 5% gk Z35¢d S% %

R §g SEE kD 3y 5 23 £33 §ggas 15

<3 <& <88 < Z & o< 0.8 AR Sé3%s PR
1955 27 600 42363 16717 13.7 78 629 35.1 78.1 107 955 8 000 49.3
1956 27 600 42 511 18 348 12.5 85 503 32.3 82.0 115708 8 000 49.3
1957 27 600 41 547 19259 11.9 99 184 27.8 79.2 127 906 8 850 44.6
1958 27 600 41 126 19180 12.0 102119 27.0 78.9 131396 8 850 44.6
1959 27 600 40 032 20792 11.1 111 858 24.7 79.8 143 503 9346 42.2
1960 28 320 41714 22 630 10.4 134 492 21.1 82.6 164 199 9621 41.9
1961 28 320 41 695 24786 9.5 158 139 17.9 87.0 188 027 10 344 39.0
1962 28 320 41786 27 256 8.7 177 636 15.9 93.0 199 968 12213 33.0
1963 28 320 42 510 40204 7.8 201 118 14.1 100.0 213 151 14 289 28.2
1964 28 320 43 028 33089 7.1 227 241 12.5 103.9 241 202 16 147 25.0
1965 76 800 91781 36 106 17.7 249 949 30.7 110.7 247 427 18 204 54.6
1966 76 800 93 887 40510 15.8 284 833 27.0 116.4 271 299 20 662 48.1
1967 76 800 96 771 45 568 12,9 331 144 23.2 121.0 305 274 23 451 42.4
1968 76 800 — 52577 12.2 — — 127.5 — 26 500 37.5
1969 76 800 — — — — — — — 29 945 33.2

(11.6) (23.8)
1955-67 178.3 1284 172.6 — 321.1 — 54.9 1828 193.1 40.9)

1 The minimum pension listed here refers to the Welfare Pension Insurance Scheme. The benefit formula consists of a basic amount (24,000 yen between 1955 and 1964, and 60,000
yen thereafter) and a wage-related portion. The latter is arrived at by multiplying a percentage of the monthly standard remuneration by the number of months the beneficiary has been
affiliated to the scheme. Column A reflects changes in the percentage rate (5 per cent before 1958, 6 per cent 1958-64 and 10 per cent after 1964) and in the lowest standard remuneration
limit, which was changed from 3,000 yen to 7,000 yen in 1965. Japan has no minimum old-age pension. However, the Welfare Pension Insurance Scheme assumes a minimum wage income
for the lowest-paid beneficiaries, disregarding lower actual earnings. This, in effect, produces a series of minimum pensions which vary with the period of affiliation to the scheme. Column A
is based on a 20-year affiliation and arrives thereby at a hypothetical minimum pension. Information provided by Mr. Nagahisa Hiraishi, Social Development Research Institute,
Tokyo. 2 Although all the computations are based on the hypothetical minimum pension in column A, it may be useful to show the behaviour of average annual pensions, since the figures
in column A do not correspond to any actual level of lowest old-age benefits. The actual pensions were affected by the steady upward movement of wages during the period under consi-
deration, a phenomenon which the formnla recognised only in 1965. Information provided by Professor Tetsukichi Ando, Professor of Labour Economics and Social Security, Waseda Uni-
versity, Tokyo. 8 ILO Year Book, p. 527, ILO data include earnings of salaried employees, family allowances, and mid-year and end-of-year bonuses. ¢ Ibid., p. 651. ® That is,
the minimum pension augmented by 4,800 yen (for one dependant), divided by 12 X the monthly public assistance to standard households adjusted for families of two persons.
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Mezxico (In Mexican pesos)
A B C D E F G H I
5';:1 E - £ E 8
]
Year :g i 33 g i s
5 g8 5 o El 5 a0 8 S o = .8
2y %83 = Est X Ek R g, 8,5
£3 e £a 852 g% g2 2% 2% a5
573 2§E & < S5E P 78 g 8 o=
1955 50 559 8.9 6.34 30.3 2576 233 72.6 1810
1956 50 608 8.2 7.25 26.5 2935 20.4 76.2 1870
1957 120 633 189 7.25 63.7 3162 45.5 80.6 1944
1958 120 696 17.2 8.13 56.8 3403 423 89.9 1985
1959 120 773 15.5 8.13 56.8 3524 40.9 92.1 1977
1960 150 849 17.7 9.89 58.3 3859 46.6 96.6 2061
1961 150 888 16.9 9.89 58.3 3966 454 98.3 2063
1962 150 964 15.6 12.44 46.4 4164 432 99.4 2094
1963 150 1135 13.2 12.44 46.4 4359 41.3 100.0 2154
1964 150 1239 12.1 17.03 339 4926 36.5 102.2 2293
1965 150 1324 11.3 17.03 339 5154 349 105.9 2333
1966 150 1385 10.8 — — 5573 32.3 110.5 2424
1967 150 1468 10.2 — — 5978 30.1 113.8 2496
1968 150 1544 9.7 — — — — 116.4 —
13.3) (46.5) 37.1)

1955-65 200 137 — 168.6 — 100 — 45.9 28.9
1955-67 200 163 — — — 132 — 56.0 37.9
1955-68 200 176 — — — — — 60.3 —

t Information provided by Lic. Luis Garcia Cérdenas, Head of Technical Department, Permanent Interamerican Social Security Commission, # ILO Year Book, p. 525. 3 Com-

misién Nacional de los Salarios Minimos: Salarios minimos por zonas y municipios 1964-1965 (Mexico City, 1964), p. 17. The range of minimum wages in 1964-65 started with 10 pesos
for the general minimum and 8 pesos for rural workers in four zones and reached 32 and 26 pesos respectively in Zone 1. Baja California Norte (Mexicali). For the Metropolitan Monterrey

ell;ea the rzspective rates were 20.75 and 19.25, for the Federal District (Mexico City) 21.50 and 19.50. The rates in column D represent national averages for urban employment. 4ILO
ear Book, p. 650.
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Yugoslavia (In new dinars)
A B c D E ¥ G H 1
.§ g ‘§ 3 s'é
Year g g g < e g 28
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S8 zs &< 58 P 25 g9 SF 28
1955 45.00 100.0 45.0 —_ —_ 799.13 67.6 61.0 1019
1956 45.00 109.0 41.3 —_ _ 816.51 66.1 66.0 969
1957 45.00 130.7 344 — — 1024.13 52.7 67.9 1178
1958 61.92 136.5 454 —_ — 1017.87 73.0 71.4 1293
1959 67.17 156.2 43.0 —_ — 124575 64.7 72.5 1488
1960 74.33 187.3 39.7 — —_ 1 459.62 61.1 79.5 1565
1961 91.50 218.7 41.8 95 96.3 1671.41 65.7 86.0 1634
1962 91.50 228.5 40.0 127 72.0 1 842.65 59.6 94.8 1 683
1963 91.50 280.0 32,7 127 72.0 2 202.47 49,9 100.0 1867
1964 91.50 362.0 25.3 127 72.0 2 898.49 379 111.6 2080
1965 222.62 501.0 44.4 150 148.4 3773.00 70.8 150.2 2127
1966 270.65 686.0 39.5 150 180.4 4 646,51 69.9 184.5 2280
1967 287.86 755.0 38.1 150 191.9 4735.00 72.9 197.2 —_
1968 314.39 802.9 39.2 - 350 89.8 —_— — 210.3 —
’ (36.4) (115.49) (62.5)
1955-66 501.4 586.0 — —_ — 481.4 — 2024 123.7
1961-67 214.6 245.2 — 57.9 —_ 183.3 —_ 129.3 —_—

1 Information provided by Mr., Zarko Cvejic, Counsellor, Federal Social Security Institute. For 1955 the amount stated represents a true minimum pension. From 1956 on, the amounts
stated represent minimum guaranteed incomes, which in turn determine the state payments to be made if the old-age pension resulting from the application of the pension formula and other
income does not reach these income ceilings. After 1956 these differential payments depend upon an income test. For the years between 1958 and 1964, ceilings differed for unskilled workers,
skilled and semi-professional workers, and professionals and other workers of higher skills and with university degrees. The figures stated above are arithmetic averages. From 1965 to 1968

the six republics established individual rates linked to the respective lowest wage incomes. The figures used here again represent the arithmetic averages.

data refer to manufacturing, mining and quarrying in the socialised sector and include salaried employees.
this amount by 20 per cent in each direction, from 1965 to 1967 they could reduce this amount by the same percentage. In 1968 the federal standard was set at 300 dinars per month; however

the republics could augment this amount. Since Serbia, Mc
4 National income data, nearly identical with net national product, provided by Dr. Zarko Cvejic (see footnote 1).

o and

2 JLO Year Book, p. 531. Earnings
3 Source: see footnote 1. Between 1962 and 1964 the republics could deviate from

donia established a 350-dinar minimum, others a 500-dinar minimum, the figure of 350 dinars was used above.
8 [LO Year Book, p. 652.




