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Old-age Security for Women in Twelve EC-Countries - To what Extent Are
Beveridge's Two Main Principles of Universality and Guaranteed Minimum Fulfilled?

Diether Déring, Richard Haﬁser, Gabriele Rolf, Frank Tibitanzl |
University of Frankfurt, ASEG-Project]

1. Introduction

The issue of individual social security for elderly women is gaining in importance. As far
back as 50 years ago Beveridge tried to find a solution. His ideas were so pioneering that he
was dubbed "the saint of the housewives"2. In a paper for a conference marking the 50th
anniversé.ry of the publication of the Beveridge Plan it seems appropriate to take up two
main principles of the Plan - the principle of universality and the principle of guaranteed
minimum - and use them as standards of reference in discussing and assessing the core old-

age security systems of the twelve member states of the European Community3. The

analysis will not deal with an assessment of the whole systems but will focus on gender
differences in the provision of individual minimum benefits. This raises the question of
whether there exist minimum arrangements in the various core systems, and whether such

 arrangements involve all elderly women and men in principle or whether they are confined
- to a few sub-groups. It can further be asked whether existing minimum arrangements are

gender-neutral or whether it is more difficult for women than for men fo meet the
requirements for minimum benefits. And finally one may ask whether these benefits are

adequate.

Answering those questlons for the twelve EC countries calls for a twofold approach On the
one hand, we need a comparative empirical analy31s of the 1ncome situation of elderly
women and men based on their own pension incomes. This will show how large the share is

of those whose own pénsions do not even give them minimum income. "But it should be

stated from the outset that the pension incomes of persons who are old today may have been
influenced by earlier institutional arrangements so that this analysis does not allow us to.

. 1' The authors wish to thank the other membérs of the research team Ulrike Ahrens, Wolf Brandes, Lydia -

Hubert, Ute Klammer, Sotirios Nitis, Kay Péhler, Susanne Rechmann, Heinrich Schlomann, Heinz
Stapf, who have provided valuable information and comments. We also thank Bemd Schulte for his
helpful suggestions.
' The ASEG-Project is financed by the Volkswagen—Stlﬁung, the Fnednch—Ebert-Suftung and the Hans- :
Bdckler-Stiftung. .

Harris 1977
It should be stressed that we intend to use the pnnc1ples of the Plan as a standard of reference for

comparative considerations, without appraising the Plan as a whole.
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derive any immediate conclusions on the effects of current rules. On the other hand, we
.need an institutional analysis of the core systems for old-age security in the twelve member
states in order to draw conclusions relative to the future minimum income of women in the
various countries if the systems are not changed. This analysis can be simplified by
- developing a scheme showing all conceivable types of minimum benefit arrangements and
classifying the minimum provisions of the various core systems accordingly. From this
angle it will become clear to what extent the principles of universality and guaranteed
minimum have been implemented in the core old-age security systems in each member
-state. '

The analysis will be restricted to the core old-age security éjrstems. As the core system we .
consider the most general basic mandatory old-age security system in each country. If in

one country there exist several basic mandatory systems with equal or very similar rules

covering large groups of the population, all of them are included. This definition is in line

with Beveridge's ideas, but it implies that the conclusions drawn are restricted to the core

systems. There may be other old-age security systems and other minimum provisions for

the elderly in each countfy that are not dealt with. Only if there exist general social

assistance regulations that also cover the elderly and that can be considered a substitute for -
~minimum pension provisions in the core old-age security systems it is mentioned.

The paper is arranged as follows: In Section 2 we shall examine Beveridge's two main
principles. In Section 3 follows an empirical analysis of the situation for elderly women and
men in the mid-80s in respect of their achieving a minimum income, assuming that they
have only their own pensions to live on. This analysis must be confined to six member
states, due to a lack of data. In Section 4 we give a survey of conceivable types of
minimum income regulations, starting frdm_an ideal Beveridge system. This survey ailows
us to make some general statements on differences in obtaining minimum benefits between
women and men, and on the deviations from Beveridge's two principles. A special aspect
f'ollowsr from the approach that this study first looks at the simplified case "without
immigration", and then considers modifications aﬁsng from immigration. Section 5 , finally
‘describes the minimum benefit regulations contained in or attached to the various core old-
age security systems for the Twelve and assigns them to the types developed in Section 4.
The study concludes with a summary.



2. Beveridge's Two Main Principles of Universality and Guaranteed Minimum

Regarding old-age security, Beveridge proposes a clear division between state social policy
and private provision. The state social policy should concentrate on the consistent
prevention of poverty, and confine itself to this. Safeguarding one's standard of living
should remain the goal of private provision.' Social security policy should fulfil its
assignment of consistent poverty prevention above all by implementing two principles in the
_core state system: '

L. The universality of the social security system.
2. The guarantee of a national minimum by the social security system.

The two principles are so closely linked with Beveridge's plea for the "right" security
instrument that one could also speak of a friangle of principles. For economic reasons
(work incentives, propensity to save), but also because of values prevailing in the
population, he held social insurance alone to be a suitable instrument. Universality was for
him then the universality of social insurance; a guaranteed minimum for him should always _
be achieved through social insurance4..

. The principle of universality demands that all citizens or residents are covered by the social
security system. The universality of the system is usually seen in contrast to categorial (also
called selective) solutions, which only incilude certain groups of citizens (blue-collar
workers, white-collar workers, self-employed) or partial groups (e.g. employees up to an
income limit, or certain self-employed professional groups)d. The concept of coverage
needs to be defined more precisely following Beveridges ideas. It could be misunderstood
. as including not only arrangements based on individual pensions of each citizen or resident
but also derived forms, like co-insurance of relatives, or the granting of claims deriving
from the fact of belonging to a family or household along with the actually insured person.
If we take the principle of the Beveridge Plan as our st;indard, pension claims based on such |
derived forms, do not correspond to the principle of universality. Beveridge's principle
fundamentally focuses on the individual legal cleum _even though the Plan contains
qualifying elements '

4  The high rank of this connection for Beveridge becomes clear where conflicts arose between an effecnve
© < poverty prevent:on and the principle of actuarial equivalence.
5  Universality and categoriality (selectivity) can, however, not just be understood as characteristics of .
 exclusive opposites. The universal scope of a certain security system can also arise through the addition
- of different categorial systems (additive universality). In addition, multi-stage systems can combine
universal and categorial elements, e.g. a universal basic security system and categorial additional systems
for the "excess" area; Zacher 1991, p. 96ff.



Beveridge devotes relatively little spacelto justifying the principle of universality. It arises
for him from the main goal of the social security system, the radical prevention of poverty.
Since no category of employed or non-employed persons is anything like homogeneous in
social and economic terms, it cannot be ruled out for any of these categories that a need for
‘social security may arise for all or some members.

Another aspect for Beveridge is income redistribution, which he considers necessary to
eliminate{povertyﬁ. The proposed reform gives priority to a strengthening of inter-temporal
income redistribution through an extension of compulsory social insurance, based on
contributions, but also recommends a strong (family policy) component of interpersonal
redistribution, which should not be merely confined to a few categories of members of

. society.

A further argument follows from the goal of gearing an insurance-shaped old-age security
system to a guaranteed minimum, without (seriously) infringing on the principle of actuarial
- equivalence. Many people, particularly women, repeatedly change back and forth between
employment and ndn—employment. For this reason, if categorial insurance is only
compulsory for _efnployed persons, minimum contribution periods for a uniform old-age
pension must be kept relatively low, so that almost everyone may indeed be granted a
claim. This would necessarily be unjust towards persons permanently employed and paying
compulsory contributions.

On the other hand, scaling the payment downwards would contravene the logic of the
guaranteed minimum; an upwards differential should also be avoided to allow for private
provision. One solution here is to make compulsory insurance 1ndependent of the personal
,employment history of the person concerned.

B The universality of a security system ultimately aims at universality of payment in case of
risk. The achieving of complete personal universality of a security system is all the more
possible the less formal and de facto-obstacles to coverage are set up. If personal
universality as intended by Beveridge is to be achieved by social insurance, this means that
going beyond the introduction of a statutory insurance compulsory for all adult citizens or
residents further prerequisites must be created. The reasom is that it is necessary to
guarantee a universal observance of compulsory contributions also for persons who, wholly
or partially, temporarily or permanently, cannot. afford the contrlbutlons The scope of
precautions fo guarantee contribution payment depends on the relative burden they place on -
low incomes. The Beveridge Plan opted for contributions and payments independent of .
.ncome, and this tolerates the fact that the relative burden must weigh more heavily, the

6 Cf. Beveridge 1943, no. 11,14



lower the income. Given a universal statutory social insurance, the issue of guaranteed
minimum security basically amounts to ensuring persons can pay their contributions during
their working age even if not earning an income.

The questions of minimum provision discussed by Beveridge in the Plan can be summed up
- as follows: how can poverty be effectively prevented by means of an insurance-based old-
‘age security system making additional means-tested welfare payments superfluous for
everyone’.

When discussing the minimum level Beveﬁdge originally aimed at the guarantee of a bare
subsistence income8; in the case of old-age pensioners he finally proposed (provisional)
payment rates that clearly exceed this bare subsxstence level. The reasons were, among
others: ‘

- the intention to bring about concordance with benefits for other social risks, like
unemployment, the incapacity to work, and retraining, for which higher
subsistence levels had been calculated; ' ' |

- . cohsideration of public opinion, that the elderly should be given more than would
merely cover their bare necessities?;

- the decision to include a lump. sum for rent on the basm of national average

expendlture

It may be concluded. that it referring to "subs1stence level” Bevendge ‘brought in a socio-
. cultural element although one cannot yet speak of an orientation to a relative poverty

 threshold10. Many of his. thoughts regardmg minimum level will have to be c1a331fied as.
strongly 1nﬂuenced by the soc1a1 attitudes of the time.

7 ' - The goal of reducing welfare paymeuts as far as possible is, according to Beveridge, against any variant
of means-tested payments; it is also against elements which could even infect the security system wtth
the taint of a means-test.

8  This is in contradiction to many statements by Bevendge revealing sympathy for consideration of socio-
cultural aspects when establishing the minimum. However, he apparently feared the step to a level at
which estabhshmg this would be ultimately a question of political discretion; Hams 1977, p. 396 ff.

9  Beveridge 1943 no. 251

10  The Beveridge Commission tried to calculate the bare subsnstence level (excludmg the rent) by reference
to scientific and official statements from the 1930s; they had recourse to scientific attempts to calculate
different subsistence levels which had been -undertaken,.e.g., by S. Rowntree and the statistician
A.L.Bowley, but also by official bodies in the '1930s, Beveridge set up a sub-committes to examine the
question of minimum level, of which the above-mentioned experts were members; cf. Beveridge 1943,
no. 196ff; Harris 1977, p. 397; minimum levels were established for single people of both sexes, and for
couples of workmg age and in renrement



'3, A'Six-Couniry Comparison of the Achievability of a Guaranteed Minimum on
the Basis of Own Pension Income

The empirical approach with which we intend to examine gender differences raises two
questions; '

(D How high is the share of elderly women (over 64) who have their own pension as
' compared to elderly men (over 64)? |

2) How high is the share of elderly women who, on the basis of their own pension
income, are under a relative poverty line of 40%, 50% or 60% of the average
equivalent ‘incomc“, as compared to the share of elderly men?

For our study we have used data provided by the'Luxembourg Income Study Project,
which, however, is subject to a number or qualifications. Records are only available for six
.EC-member states, and the pension variables include own pensions and derived pensions
(surviving dependants' pensions) from all old-age security security systems. For this reason
~ we can only present results for people who cannot as a rule receive own pensions and
derived pensions simultaneously. These are married women and men. Although ‘this
‘approach does not cover all own pensions, it is at least possible to make a statement agout'
married people ‘reaching a socio-cultural minimum of subsistence based on their own
pensions. ' ' '

Table 1 shows the share of married elderly women and elderly men with own pensions for
each of the six countries. In general, it can be stated that in every counfry a higher share of
married elderly men reccive their own pensions than do elderly women. The differences
between countries are considerable, however. While in the United Kingdom there is almost
as high a share of women (97.5%) as men (99.0%) receiving their own pensions,
Luxembourg shows the greatest disparity (18,6% compared to 90.9%). The differences
between women and men are clearly greater in the case of Germany (37,6 percentage
points) and France (27,8 percentage points) than those recorded for Italy (14,9 percentage

11 The equivalent income of a person derives from the net income of the household in which the person

" lives, divided by the sum of the equivalent weights of all persons in the household. On the equivalence

scale used here the head of the household receives a weight of 1, each additional adult member a weight

of 0.7 and each member under 18 a weight of 0.5. The average equivalent income is calculated by

dividing the sum of the individual equivalent incomes by the number of persons. The grossed up results

from the respective records for each country are used for this calculation. In order to cover a broad area

of lower incomes and achieve comparability between countries three alternative poverty lines are used as

benchmarks; this way it can remain open as to what line is closest to the respective socio-cultural
subsistence level in each member country from the latter's viewpoint,



Ta

‘suotsuad p21sal-owodul pN{dUL Jou SI0p (JISEIRP URIE)] 2U) 0) ISEIU0D Ul) JaSEIRP YIUa1] 24l ul

's31958IRP-SI'T SY) U0 Paseq suoneindwroy) :20100g

"0 Jopun 59580 A5AINS Jo IaquaN = ( )

‘pueqsy 2yt 0] prad 21am sasnods ioq 1oj suoisuad o) ¢gs1 03 dn suonengar [edar oyl o) Furp
~10298 SOUIS ‘Spueqsny 1191 01 poudisse [SNOI0LI SITISWOS JIB UWOM parLiewr Jo suoisuad umo 1aseiep yong sy ui jey) ssoddns apy ¢

swoour uosuad,, a[qenIea sy,

1

. ‘wopdury panun Jo7 1dooxs ‘dn passoany g
‘A[1wIey 313 Jo sI9quIsw 19130 10§ sjuswaiddns spnjour osje suorsuad umo
SaLUNo2 awos uy ‘suctsudd Anpiqesip ou jnq ‘sucisuad sjead pue ‘sua)sds Liojepuew woiy suorsuad dFe plo sepajou awoous uoisuad UMy |

ISNON
0’66 £8L £6L S'L6 (4319 L6S 9861 wop3ury pajun
L'86 co¥ 108 98 (443 8¢ - L3861 pSPUBIYISN
6'06 123 691 (981 (0 611 $861 3noquraxn-y
L6 £¥sT 0c9t T8 88CT” L9ET 9861 Apeif
L'so 96¥T 809C 1°8¢ €011 8681 ¥861 Auewisg
. :
0'96 L8331 +961 789 696 1241 ¥861 gIouel]
9J0%SseL 70007 Ut z000[ Ul £JO%SEY z0001 Ut 0001 W
, 2W0U) UIODUL .
Swoau; uersuad owoout uoisuad uoisuad im uoisudd Qim | 1apjopuego |
UMM USW patilewr | YliM isplo pue I3[ pue ¢g USWOM PITLIBW | IIP[O PUE ¢ USWOM 1eak

Jo 98ejuanuad ¢9 UdWI portIew | uowr porurew Jie { jJo ofejusorad | uswiom pauiigwt | paluewije | 90UaId)al Anunod

8 L 9° 5 b £ C I

X1 uf awodu] uoisudd umo yim (1IP[o pue s.1¥a4 g9) udwr puk (P[0 PUE SIEIL $9) UIUOM PILLIBIA]

sajvIg ._onEoE-UM

1 9qeY,




_ points) and the Netherlands (14,5 percentage points). 12 When interpreting these figures it
should be noted, however, that not only own pensions from the core system are included
_but also own pensions form other systems, so that only comments regarding the fulfilment
of the additive universality principle can be given. The general conclusion is that, in the
year under consideration, in all countries the deviation from the universality principle is far
greater for women than for men - with the exception of the United Kingdom.

'A second question is whether the principle of guaranteed minimum is fulfilled by own
pensions. This principle calls for a minimum individual income level below which no
elderly person may be allowed to fall. This lowest level is, however, extremely difficult to
define in an international comparison. Beveridge orients himself to a level not far above the
bare subsistence level. In the international discussion on poverty, however, the demand
‘usually raised for developed industrialised countries is the guarantee of a socio-cultural
subsistence level that is defined as a country specific relative poverty line. If one undertakes
- an international comparison, aspects of comparability are more important than a meticulous
consideration of nationally defined minima of subsistence. For this reason we have chosen a
relative poverty line of 40% of equivalent income of each country as the basis for the
empirical calculations. This is probably close to a modest socio-cultural subsistence
minimum. In order to cover a broader range several additional lines between 40% and 60%
of the equivalent income are also used alternatively as berichmarks. '

Table 2 shows incomes at the 40% poverty line for each country as calculated from the LIS

 data sets. Additionally, the levels of non-income-tested minimum pensions for a minimum
 insurance period, for a 20 year insurance period and for a full insurance period are given.
‘THe last column presents the Ievels ‘of income-tested pens1ons for those countries in which
they exist. Since the elderly may receive own pensions from other old-age security systems,
and since pensions may include family supplements these figures can only serve as
background information to the results of Table 3 and Diagrams 1 and 2.

Table 3 shows the poverty figures of married élderly women and men, which would arise if
they exclusively had to live from their own pensions. One can say right away that all
elderly people without any own pensions must be counted as poor by this standard; they are
included in the figures. Great disparities between women and men become apparent at the

12 It is possible that in the Dutch data set some pensions of women are erroneous]y; assigned to their
husbands because this was legal prior to 1985,
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lowest level of 40%. With the exception of Francel3, the figures for men are below 10%,
while the figures for women in four countries are over 75%. Only in Italy (29.7%) and the
Netherlands (15.8%) the difference between women and men is not so extreme. From this
one can conclude that at least in four countries the principle of guaranteed minimum --

-interpreted here as 40% of the average equlvalent income - is not fulfilled for the vast -

majority of women. In contrast, such a minimum is achieved for the vast majority of men.
However, on the basis of available data it cannot be decided to what extent this minimum is
reached through minimum payments from pension systems or through pensions exceeding
this and ensuring a certain standard of living. Moreover, it should be remembered that the
women and men were exclusively assigned their own pensions; in other words, maintenance

provided, or to be provided, by their spouses has not been taken into account.

_ If one moves from the 40% to the 50% and the 60% level there are-still major disparities
“between figures for women and men - with the exception of the Netherlands; there are,

however, clear differences in the way figures rise. Diagrams 1 and 2 show the differences
in the rise in figures for women and men with a gradual increase in the poverty lines. While.
the Dutch figures for women and men are constant - this indicates a very high and

“widespread minimum pension - the Italian women's figure rises sharply, reaching almost

the level of the other four countries. The ratios for men rise most in Italy and the United
Kingdom. This indicates that espec1ally in Italy and the United ngdom the minimum
penswn levels have been exceeded.

4

From this analysis it can be concluded that the pension systems of five of the six countries

 are far away from gender-neutrality. Elderly women still depend to'a large extent either on
_ mamtenance or On survivor's pensrons

The importance of survivor’s pensions can be gathered from Table 4 that shows poverty
* ratios of single elderly women living alone The fictitious poverty ratros are calculated from _
thelr total pensmn income. ’

Compared to the ﬁctrtrous poverty ratios for married women in Table 3 the poverty figures -
for smgle women on all poverty lines are much lower and of a similar magmtude as the
figures for married men; the particularly low figure for the Nethérlands on all three -
benchmarks is stnkmg, as is the particularly strong rise in Italy from the 40% to the 60%
level The French ﬁgures are agam too hlgh since it was not’ posmble to include the o

' 13 By contrast to the other countries, pension supplements'dependerlt on incorf,\e and need are not containod

in the pension variables of France, but subsumed under other income-tested transfers. If all income-’
tested transfers were added to the own pensions the poverty rates for France would be lower (11,9 for
men and, 68,1 for women at the 40 %-poverty line). Since other income-tésted transfers are also added in
here, which are excluded in the other countries, these figures are now somewhat too low.
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pension supplements based on need and income. One may conclude that the addition of
derived pensions for elderly women living alone reduces greatly the differences between
elderly widows and men. But it is still not enough to guarantee a socio-cultural subsistence
minimum around the 40% level for all women. Only in the Netherlands this goal seems to

be reached almost fully.

4, Main Types of Minimum Income Provisions for the Elderly and their Relation
to Beveridge's Principles of Universality and the Guaranteed Minimum

Minimum income provisions for the elderly can differ greatly.’ One must distinguish

between minimum income provisions covering the whole population and special

arrangements for the elderly. Minimum income provisions for the whole population, e.g. -
negative income tax, universal demogrants or generalised social assistance regulations

' gjving an individual right of assistance to each citizen, are not under consideration here,

although they would also guarantee minimum benefits for the elderly.

4.1. Minimum Income Provisions for a Country without Immigration

If one confines oneself to minimum income provisions for the elderly, the differences can
be systematised with tl_te aid of several criteria. Here we will first refer to a country without
immigration. The first differentiating feature relates to whether the individual or the family
has a claim to minimum benefits; if it is the family, that means that after the death of the
holder of the original claim the members of the family will receive derived claims. The |
typical forms are widows', widowers', and orphans' pensions. The second distinguishing
feature can be seen as the way of calculating the benefit. If this is done individually, the
amount is simply geared to the needs of the claimant. If it is family-related however, the
level of the benefit has to. take account of all members of the core family, or at least the
married couple. In this case the typical form are supplements for the household. A third
distinguishing feature is of particular importance - the dependence of the amount on other

- incomes during the current period. Three forms may be distinguished here: first,
o independenee of current income, second; dependence on other pensions or other income of
the recipient 'of the minimum beneﬁt third, dependence on other income of the couple or

the whole core family. Income dependence means here that the minimum benefit is reduced
| by the amount of the other current 1ncome

A claim to a minimum pension in one's old age can be justified in two ways:' through

{
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membership in a society (residence or citizenship) or through membership in a social
insurance scheme, which as a rule calls for the payment of contributions. The contributions
" can be more or less oriented to the principle of actuarial equivalence or can resemble an
additional tax. Typically, however, minimum residence periods during working age or .
minimum insurance periods are a condition for drawing a minimum pension.

Finally, the financing of minimum pensions for the elderly can be settled in different ways.
It can either be full-scale financing from contributions on the pay-as-you-go principle, or it
can be financed completely from taxes; mixed forms are also conceivable.

The combination of these different features lead to the main types of minimum income

i)rovisions for the elderly, which are shown in Table 5.

A social insurance system for old age, covering all citizens or residents of a country from
the time they come of age and obliging all to pay the same absolute amount of
contributions, we call an .ideal Beveridge system. These contributions are calculated on the
principle of actuarial equivalence in such a way that in a person's old age-an individual and
income-independent minimum pension can be paid amounting to the socio-cultural
‘subsistence minimum. The minimum insurance period to reach this subsistence minimum is
equai to the maximum insurance period possible. In Table 5 the ideal Beveridge system is
shown as Type I. As explained above in Section 2, the ideal Beveridge system shifts the
problem of minimum benefits to the contribution side; young adults, the unemployed, the
sick, those who are incapacitated, people caring for children, non-wo‘rking- wives and single
- parents from lower and medium income brackets are particularly affected byi this.

Solutions to this problem may be sought on the contribution or the benefit side. Types Il to
V in Table 5 represent the solutions found in the 12 member countries. They lead to
different deviations from the ideal Beveridge system. |

In the case of Type II the problem is solved by finance from tax resources, retaining the
universality principle and the principle of the guaranteed minimum independent of current
income. Finer differences result from the fact that the calculation of benefit can be
individual (Type A) or family related (Type B), and financing can be from general tax
revenue or from contributions sxmllar to taxes.

Type III represents the typical categorial social insurance for old age. The universality
pnnmple has not been implemented here because compulsory insurance only applies to
. those who are earning, or even only for ernployees A minimum pension for insured
persons can be integrated for those who fulfil certain minimum conditions (e.g. a minimum
- period of insurance). Differences can exist in benefit calculation, income independence and
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the financing of minimum pensions; Types A, B and C result from this. Such an old-age
~ security system does not guarantee any subsistence level either to those persons not covered

" by compulsory insurance or to those who do not fulfil the minimum conditions. This Type
III, therefore, merely offers a partial solution to the problem of a guaranteed minimum, on
the benefit side. ’

Income-tested pension supplements represent Type IV. Since they are only granted in
addition to a pension and as a function of family income, they deviate in another way from
Beveridge's universality principle, while still corresponding to the principle of the
guaranteed minimum, as long as only weak minimum conditions have to be met in order to
obtain them. Both the financing and the benefit side are brought in here to solve this.

Income-tested minimum pensions for the elderly (Type V) constitute a further variation of
~ minimum income provisions in old age. They can either be integrated into the old-age
security system, or separated from it, and lie either below or at the same level of other -
minimum pensions. If only weak minimum conditions are to be fulfilled they can guarantee
a subsistence level for almost all elderly people, while deviating from the universality
principle due to income dependence and in some sub-cases due to the family connection.
Here, too, the problem of a guaranteed minimum in old age is solved on the benefit side,
the resources usually being raised by general taxes.

4.2. The Effectiveness of Mlmmum Income Prov1swns for the Elderly in Case of
Immlgratlon

An additional problem arises when the possibility of immigration is considered. Persons
who immigrate during their working age or later and have not brought sufficient pension
claims with them, or were not given credit for periods of insurance in the framework of
European Community regulations for migrant workers, have no chance to acquire a

“minimum pension claim if the system is strictly based on a pro rata temporis-principle. '

The ideal Beveridge system (Type I) offers no solution for all who immigrate during
workmg age or later, since the pro rata tempons-pensmn will not reach a subsistence level.

In these cases this system does fulfil the umversallty pnnc1ple, but it violates the prmc1ple o

of guaranteed minimum.

The tax—ﬁnancpd minimum pension (Type II) which is granted in accordance with the
period of residence, likewise offers sufficient minimum benefits in old age only to young
immigrants. For all older immigrants, including those of pension age, it does not fulfil the
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principle of a guaranteed minimum, 14

In case of minimum pensions being integrated into categorial social insurance systems
(Type III), it depends on the minimum coriditi_ons to be fulfilled whether immigrants can
receive a minimum pension on reaching retiring age. As a rule, only younger or middle
aged immigrants who take up work will be able to fulfil the minimum conditions, which
also contain minimum insurance periods. With this type of minimum pension regulation the
universality principle is thus even more restricted for immigrants than for people who have
lived all their lives in the country or have immigrated from EC countries.

In case of Type IV '(income—tésted pension supplement) and Type V (inconie-tested
-minimum pensions) the chances are better that they will provide a subsistence level for
older immigrants and perhaps even for people immigrating at pension age. This applies
when minimum conditions are only weak or when, in the case of family-related assessment,
at least one member of the family fulfils the minimum preconditions. Such minimum
provisions for the elderly thus deviate less from the principle of a guaranteed minimum.

4.3. Differences between Women and Men in the Effectiveness of Minimum Income
Provision for the Elderly '

Previous considerations now allow us to make a few general conclusions on differences
between women and men in terms of the effectiveness of minimum income provisions.
Here we again assume that no immigration takes place. =

In the ideal Beveridge system (Type I) and with the tax-financed minimum pension (Type
II) there is no difference between women and men régarding an individual‘and sufficient
claim. In the case of an income-tested pension supplement (Type IV) and the income-tested
minimum pensmns (Type V) no difference arises regarding the amount either, since
minimum periods of residence during working age can be fulfilled by women and men in
the same way. Even if there is an individual claim, due to the dependence on family income
there is still a restriction; in the case of couples, the husband may have the priority. In the
case of minimum pensions of Type III it will probably be much-more difficult fc‘)r women to
meet the minimum requirements, due to their typical interruptions of working life and the
fr_équent shorter periods of insurance related to this. Clear differences must thus be expected.
with these minimum income provisions. Naturally, the differences are greatest between
women and men in the'compulsory insurance systems, which merely cover the gainfully

14  Except there exists the possxblhty of additional payments for the period dunng which the person did not
live in the country.

‘
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employed, assess the pension level exactly according to years of earning and earned income
and do not contain a minimum pension arrangement. In such systems for many women it is
not possible to achieve a socio-cultural subsistence minimum on the basis of their own

_ pensmns

S. Minimum Income Provisions for the Elderly in the Twelve EC-Member States

The last step in our analysis is an attempt to classify the minimum income provisions
contained in the twelve core systems of old-age security, and to characterise them from the
viewpoint of gender differences in Securing a minimum income for the elderly. Particular
features due to immigration will be excluded here, too. |

5.1 Defir_:itions

In order to be able to assign the core old-age security systems of the twelve EC-member
states to certain types of minimum income provisions for the elderly it is necessary to focus
the concept of "minimum pensmn more sharply. A minimum pension is ‘considered to ex1st

when
(i) . the conditions to receive it are fairly easy to fulfil and
| (ii) the level of the minimum pension can be considered adequate to live on.

Conditions that are fairly easy to fulfil are, in our view, the requirement of permanent

residence in a country or a minimum insurance period of no more than 20 years. 15 The 20-

year period was chosen since it'corresponds to about half of the potential employmént or

insurance period of the people in the countries under examination, We then term the

pension level adequate when it is at least as h1gh as the level of general social assistance

(welfare) or the level of the mcome-tested minimum pensions which exist in some
countneslf' | '

- The following brief description of the minimum income provisions for the elderly within or

15 The insurance period includes years in which ‘contributions were paid and other years which are
considered insurance years as defined in the respect regulations, eg. periods of child raising,
unemployment etc.

16  Whether the level of social assistance or of income-tested pensmns suffice to live on - as judged by an
outside observer - is not examined here.
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in addition to the core old-age security systems in the 12 EC countries focuses on the
differences in prerequisites for obtaining a minimum pension between wommen and men, $O
that a kind of "rank order" of the core old-age security systems under consideration can be
drawn up regarding the goal of universal minimum income provisions and gender-
~ neutrality. ' ' ' R '

5.2 Type U Systems: Residence Based Minimum Pensions

In the case of a longterm presence during working age the core old-age security systems of
Denmarkl7 and the Netherlands18 guarantee a pension sufficient for both women and men
_ to live on in their old age. There are differences in how strictly' the period of time is defined
that the person is required to live in the two countries. While in the Netherlands a person of
working age must-in principle have lived there all the time, in order to receive a full -
pension in old age, in Denmark four fifths of the'potential residence period suffice. By -
~ contrast with the Netherlands, where the level of a full pension corresponds exactly to the
level of social assistance, in Denmark the full pension is noticeably over the generai level of
- social assistance. In both countries the full pension is reduced pro rata temporis for missing
years of residence. In case of need elderly persons in the Netherlands are referred to social
assistance, while in Denmark an income-tested pension supplement is interposed. This is
designated for special purposes, however, and cannot be spent freely. Smce the criterion of

"residence penod" does not discriminate between the sexes, one can assume that the goal of
a guaranteed minimum in old age is achieved almost umversally Denmark can be classified
as Type IT A and the Netherlands as Type II B, because in the latter case ﬁnancmg is based
..on contnbunons albeit these contnbutlons are very. similar to taxes. '

5-.'3 Type m Systems Minimum Pensnons Integrated in Contnbutory Categonaj
Soc1al Pension Systems : :

Six countries (Portugal Greeee Italy, Spain, France and Ireland) have some sort of

" minimum pensmns mtegrated into their- contributory categonal social penswn systems.

.- These countries are dealt with here although some of them have addmonal minimum
~ income prov1s1ons : S _ ; o

From the group of core old-age security systems with integrated minimum pensions the

17 Folkepension
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Portuguesel? and Greek20 systems pose the lowest demands for claims to- minimum old-
age pensions. In both countries it is enough to fulfil a minimum insurance period, that is
considerebly lower than half of a potential working' life. In Portugal the minimum insurance
period is 120 months. Since 14 monthly contributions can be paid per year it only takes 9
“years to be able to claim an unconditional minimum pension in one's old age. Women with
interrupted working lives can also fulfil this condition relatively easily. In the Greek core
old—age security system the minimum insurance period is 4050 contributory days (= 13.5
years), which is somewhat higher than Portugal. As in Portugal, however, this excludes
“time spent bringing up children. | '

‘In the Italian2] and 'Spa'nish22 core old-age security systems the claim to a minimum
pensions depends on an income test in addition to attaining a minimum insurance period. In E
both systems a minimum of 15 insurance y_ears are required; in Spain there is the additional
precondition that there must be at least two years of insurance within the last eight years
before the pension 'application. Women who have definitively left working life for family
reasons in early middle age thus epriori fall out of the group of potential recipients. For the |
minimum insurance period Italy gives credit for child-raising periods of six months per
child, and in Spain it is one year. That means that it is harder to fulfil the requirement of
- the minimum insurance period for women with children in Italy than in Portugal and in
-, Greece. This applies all the more to Spain.A In addition, the Italian and Spanish minimum

~ - pensions are income-tested. The two countries have in common that the income test only

considers the individual income of the pensioner and assessment is individualised. In Spain
~ the individual principle is broken to the extent that a famﬂy-related income test and
: '7 assessment is foreseen for pens1oners with economically dependent spouses23 '

~ Besides the mmimum pension of the core system that is dependent on contributions; in all
four southern EC states there, additionally, is an incorn'e—tested social pension for the
elderly With the exception of Greece, where it is administered by a SpeCIal old-age security
- system respon31ble for farmers, this social pension is administered by the respective core S
* old-age security system. The income-tested social pension is meant for non-insured persons
- and those who do not fulfil the requirements of the core system It is financed by taxes. The -
~ level of sociat pension in Greece, Italy, Spain and Portugal is clearly under the respectwe
minimum pension of the core systems. In Greece and Portugal the income-tested social
‘pensions are considered to low fo live on. By c_ontrast, in Italy the social pension @n~

‘18 Algemene Ouderdomswet
~19  Regime Geral de Seguranga Social

20 IDRIMA KINONIKON ASFALISSEON

21  Assicurazione Generale Obligatoria per I'Invalidita, la Veechxa:a ei Superstltx
22 Régimen General de la Seguridad Social
23 - For example, a spouse with neither a minimum pension nor any other income.
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conjunction with specific supplements for indigent social pensioners) claim to correspond to

the right laid down in Article 38,1 of the Italian constitution that indigent citizen should be
provided for adequately by the state. In Spain too the income-tested social pension can be
regarded as a socio-cultural subsistence minimum; unlike in Italy, there are no special
supplements required here though. It should be stressed that the social pension in all cases is
an individual claim, although the income test is oriented to the family context. This means
that in the four southern EC countries mérried women have their own income in their old
age, not just when they get an old-age pension but also in the event of need.

The French24 system is similar in some points to that of the southern member states. The
minimum insurance period required in the French core old-age security system is eﬁctremely
low - only one insurance quarter?d - yet 2 minimum pension sufficient to live on and
_independent of other current income is only granted in the event of a complete insurance
history. This means 150 insurance quarters, which as a rule correspond to 37.5 years of
insurance. In case of incomplete insurance the full minimum pension is reduced pro ;ata
- temporis. In case this is not enough to live on, it is raised by an income-tested supplement
(Type IV) to a level roﬁghly corresponding to the full minimum pension. Non-insured
persons have also their own claim to income-tested pensions payments of the same amount
from the core old-age system (Type V B-pension). The French minimum pension system is
thus so organised that married women with incomplete insurance periods receive their own
_ inoney to live on if their family incomes are inadequate. If family incomes are adequate
they are economically dependent on their spouses, since 'they receive only a reduced

pension.

“The contributory pensions paid by the Irish core old-age security system26 also fulfil the
~ criteria we have laid down for a minimum pension. However, the conditions are only just
met in some cases, as will be shown.' The following remarks concentrate on the
requirements for retirement benefit from the age of 66 (bld-age pension), which are
somewhat easier to meet ‘than those for a pensmn from the age of 65 (retlrement pensmn)

- The precondition for obtalnmg old age pensions .is starting to pay insurance contnbutlonr _ ‘
‘before the age of 56, years of agp, a minimum contributory period period of 156 working
weeks and an annual average of at least 20 weekly contributions. The amount of an old-age
pensions depend on'the average number of contributions of the insured persons, without
there being a proportional connection between the two factors, however. A pension for an
ar}nual, average of 20 weekly contributions is only 10% lower than- with an annual average
of 48 or more weekly contributions. In that the average ‘number of contributions is .

24 Régime Général de la Sécurité Social _
25 A maximum of four quarters are counted per year, as long as annual earnings are at least as high as the

- statutory minimum wage over 800 working hours.

R
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calculated on the basis of the actual and not of potential insuance history, the Irish systefn
favors later entry to an insurance scheme. Women taking up work at an advanced age can
thus relatively éasily acquire their own claim to a pension high enough to live on. Even

. over a potential period of 50 years (starting insurance at 16, 'retin'ng at 66) 20 contributory
years barely suffice for an annual average of 20 weekly contributions.

In addition to the minimum pension of the core pension system there exists a social pension
which is available to elderly persons who are not insured or do not fulfil the requirements
for the minimum pension of the core system. This social pension is income-tested with
repect to family income and financed by general tax revenue. It is about 7% lower than the
minimum pension of the core system.

5.4  Old-Age Security Systems Without Minimum Pensions

Although there are many parallels between the organisation of the core old-age security
systems in Ireland and the United Kingdom27, they differ considerably regarding the
fulfilment of the goal of universal minimum security in old age. In the National Insurance
scheme of the UK 90% of potential working life have to be covered by contributions or
other qualifying years in order to receive catcgory A retirement pension. If at least 25% of
the required years have been covered the full pension is reduced pro rata temporis. Since
even the full pension is somewhat below the level defined in the regulation f,or- income
support a reduced pénsion is not -enough to live on. The national insurance scheme of the
UK thus provides no minimum old-age pension in the sense of our definition. This also
applies to pe’rsons'who interrupt their employment temporarily to bririg up children or
provide voluntary nursing care. For these persons 20 years sometimes suffices to obtain a
full pension. T_hé pension for wives who have no claim to a pension or only a claim to a
reduced pension (category B retirement pension) does not fulfil the, criteria laid down fora
. minimum pension since it is only 60% of their husbands’ pensmn and, therefore, is under
the level of income support for individuals. ' '

The Lux«szmbourg28 and Belgian29 core systems of oId-age secunty do not grant a minimum
penswn accordmg to our deﬁmtzon either.

- At least 40 years of insurance are needed in Luxembourg to draw a full penSibn. In the case j

26  Contributory Old-Age Pension Scheme

27 ° National Insurance Contributory Benefits -

28 Régime Contributif d' Assurance Pension

29  Caisse Nationale des Pensions de Retraite et de Survie
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of an incomplete period it is reduced pro rata temporis, though only to a certain level, since
the minimum period for an old-age pension is 20 years. Women with one (two or threg)
‘child(ren) require only 14 (12 or 10) Working- years to claim half a min_iinum pension. But
the latter is lower than the guaranteed minimum of subsistence (Revenu Minimum Garanti),
which is paid in case of hardship on fulfilment of certain conditions.

In Belgium too a full pension is only paid in the case of a complete insurance period. For

“women this is 40 and for men 45 years. This difference in claim requirements follows from
- the differing retirement age for women and men. Women who have worked all their lives
part-time cannot claim a minimum pension even after 40 years," as part-time work is
counted proportionately. Only persons with a continuous fulltime earning career can benefit
from a special arrarigements of the Belgian core old-age security system, which provides
them with pensions that are clearly above the level of income-tested guaranteed income for
the elderly (Révenu Garanti pour Personnes Agées). But this is not a minimum pension
according to our definition. On the other hand, howewer, the Belgian old-age security
system provides an income-tested non-contributory minimum pension for all the elderly
(Type V B), that guarantees a minimum of subsistence.

The German core system of old-age security30 has no minimum pension, apart from the
social supplement that is paid to pensions in the former East German Linder for a .
transitional period. In the framework of the core system an important element is the so-
called "pension based on minimum incdme", which under certain conditions leads to a -
higher assessment of insurance periods before 1992, The preconditions for receiving this
are relaﬁ\fely high from a woman's point of view, at least 35 qualifjing years, even though
account is taken of time spent raising children to the age of 10 and voluntary nursing care.

One would get a biased impression of the minimum income prbvisions for the elderly in the
© UK, Luxembourg and Germany if one neglected the fact that in each of these countries
there exists a general social assistance regulation that also provides. indigent elderly with a

minimum of subsistence. : S L

An overview of the minimum income provisions for the elderly in the twelve EC-countries
is given in Table 6. ) ' :

30 Gesetzliche Rentenversicherung .
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6 Summary

The findings of our comparative study can be summarised as follows. The implementation
of an ideal Beveridge system based on his two principles in conjunction with social
insurance in a country without immigration would guarantee own pension reaching the
socio-cultural subsistence level for each resident without income testing, It would be
gender-neutral. If immigration in middle age or later from non-EC countries is taken into
consideration even the ideal Beveridge system does not guarantee a m1n1mum for each
resident of a country in old age.

An empirical analysis of individual pensions for women and men in six EC countries shows
that in four countries (Italy, France, Germany and Luxembourg) there is a considerably
lower share of women with own pensions than men, while in Britain and presumably in the
Netherlands the differences are slight. Only in the Netherlands, however, does the amount
of minimum old-age pension lie over 40% of average equivalent income, while there would
be high poverty levels in the other countries if women only had their own pensions to live

Oo1n.

On the basis of five criteria a typology of minimum income provisions for the elderly can
. be developed showing the situation in the EC countries. Deviations from Beveridge's
principles arise above all when the principle of universality is limited, excluding population
groups, abandoning individual claims or introducing income testing. The theoretical
analysis shows that differences between women and men are much smaller as residence time
replaces insurance time and as other minimum requirements become less important.
.Classifying the various core old-age security systems in EC countries reveals three groups.
The first one compnses Denmark and the Netherlands, which have introduced residence-
based minimum pensions. The second group is made up of Portugal, Greece, Italy, Spain,
France and Ireland, which have contributory minimum pensions requiring only minimum
~ insurance periods of less than 20 years. Some of these contributory minimum pensions are
not income-tested, while others are. In addition to that all these countries grant -non-
contnbutory income-tested minimum pensions to older persons who do not meet the
minimum requ1rements for a contributory minimum pension. The United Kingdom,
:' Luxembourg, Belgium and Germany belong to the third group with no contributory -
minimum pension in their core old-age security system, but they all provide a minimum of
submstence for the elderly either by a general social assistance regulatlon or by a special
soc1al assistance regulation for the elderly (Belglum)
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