Global Social Security Dataset

This data set gives social security data for 57 countries over the period 1961 to 2002 as used in used by Bloom et al. (2007). 

The data is constructed from information reported by the Social Security Administration (1961, 1964, 1967, 1969, 1971, 1973, 1975, 1977, 1979, 1981, 1983, 1985, 1987, 1989, 1991, 1994, 1995, 1997, 1999, 2002) Social Security Programs Throughout the World, Social Security Administration, Washington, D.C.

The raw data consist of the responses of various countries to a survey sent out by the Social Security Administration. These systems are often very complex, with a large number of conditions and caveats not fully explained in the responses. It is difficult to create a set of variables that accurately captures the elements of the various systems and is consistent across countries.  

We constructed four variables from the Social Security Administration data. We begin by defining a dummy variable for universal coverage. We consider a system universal when all employees are reported to be covered by the system. We code a system as not universal when one or more groups of employees, for example agricultural workers, informal sector workers, those in small firms, or the self employed, are excluded. We count as universal those systems where some workers in particular sectors, for example public employees, are excluded but are reported to be covered by a different system. This approach ignores the possibility that actual coverage in “universal” systems may be low when there is an unrecognized informal sector. 

Our second variable is a dummy that indicates the presence of a retirement incentive in the system. A retirement incentive occurs when benefits are only payable on retirement, or if benefits are conditional on an earnings test. In some cases the retirement test is strict: retirement prompts pension benefit eligibility that would be lost if work continued. In others systems there is a partial reduction in pension benefits if earned income continues, and there are incentives to delay retirement in the form of higher pension payouts. We set the retirement test equal to one where there are any retirement incentives reported in the system; in other cases we set it to zero. For example, until 2001 the United States’ social security system had an earnings test that reduced pension benefits for those below age 70 who continued to work (the earnings test now only applies to those who take early retirement, available from age 62, and are below age 65). In our data, this counts as having a retirement incentive.

We also calculate the replacement rate for each observation. This is the size of the annual pension, as a percentage of the recipient’s pre-retirement income, for a worker of average income (which we take to be income equal to two thirds of GDP per worker) who works from age 17 to the reported normal retirement age in the system, under the system's current rules. The replacement ratio depends on three components: any basic flat-rate pension, any pension that is related to earnings, and any lump sum of accumulated contributions. 

For a flat-rate pension we take this flat rate relative to average earnings as its replacement ratio. For earnings-related pensions, there is usually a formula that depends on the number of years of contributions. For countries with defined-contribution schemes, we assume the worker earns a constant amount and contributions start at 17 and run to the normal retirement age; for example, when the normal retirement age is 65 workers have 48 years of contribution. We assume that the contributions in the fund earn a real rate of return of 3% a year. We assume that upon retirement the accumulated fund is used to finance a single life annuity that guarantees the same payout, in real terms, over the life of the pensioner. We take the annuity to pay out a real rate of 5.25% per annum for the lifetime of the annuitant, based on current rates for indexed linked (i.e. adjusted in line with the retail price index to keep their real value) annuities in the United Kingdom.
 Calculating the accumulated value of the pension fund at retirement, this implies that each 1% of salary contributed to the fund over the working life should generate 5.7% of earnings as a pension.  

In many particular cases the calculation of the value of pension rights is not straightforward. For example, in the United States the benefit rate depends on earnings and contributions in a highly non-linear way that favors low-income workers. Our data source does not report the details of the annual formula, though it does report the maximum benefit. Due to the highly progressive nature of the system, this maximum benefit is close to the benefit of a worker with average wages who works his whole life, and we use this to calculate replacement rates.
   

In countries that introduce new systems, workers are sometimes allowed to remain in the old system; when this occurs we use the characteristics of the new system if it is compulsory for new workers. In other cases, workers have a choice of which system to enter.  For example, 1993 pension reforms in Colombia and Peru gave workers a choice between a defined-contribution private pension and a defined-benefit public pension. The system in Peru makes enrollment in the defined-contribution system the default when entering employment, with no switching thereafter, and this system dominates the private sector; we treat Peru as having a defined-contribution system after 1993. In Colombia, switching between the systems is allowed for all workers and occurs frequently, and take-up of the defined-contribution system has been slow; we treat the Colombian system as a defined-benefit system throughout. Another difficult case is Denmark. The occupational pension system is “quasi-mandatory” in that membership is compulsory for those working in the occupation, and has wide coverage. We treat these occupational pension schemes as mandatory and include them in the replacement rate.  

We split the replacement rate into two portions. One is pay-as-you-go, where the government pays the benefits. The second is funded, where a fund holds financial assets to meet the future claims of the pensioners. Although funded pensions are common in defined-contribution schemes while pay-as-you-go is common in defined-benefit programs, the alignment is not perfect. For example, defined-contribution schemes can invest the contributions or can be notional schemes where repayment is drawn from general government funds. We take a system to be funded when the assets are held either by an independent provident fund or private companies that invest freely in a portfolio of assets.
 We count as pay-as-you-go systems those, such as the Sri Lankan system, where the social security fund is limited to hold only government debt, on the grounds that this debt reflects an accounting rule within the government rather than real funding of the liability. Some countries, such as Switzerland, have a two-pillar system in which there is a basic flat-rate pension funded by pay-as-you-go and an earnings-related contribution system that is fully funded.  

The data is provided in two formats. The first is a STATA .dta database constructed in STATA 9.2. The second is an EXCEL .xls spreadsheet created using Microsoft Excel 2003.  

When using this data please reference as the source: 

Bloom, David E., David Canning, Richard K. Mansfield, Michael Moore, 2007. "Demographic Change, Social Security Systems, and Savings," Journal of Monetary Economics, vol. 54(1), pages 92-114, January.

� Compulsory purchase of annuities in the United Kingdom diminishes the adverse selection that appears to be common in the United States, though it is still present.  


� In this way, we calculate the replacement ratio in the United States to be roughly 40%. This figure is close to the number calculated based on more detailed information.  


� We include as funded systems countries like Chile, where pension companies are restricted in buying foreign assets. We exclude countries like Argentina, where the bulk of private pension company assets must be held in government securities (which have defaulted).     





