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Abstract. The aim of this study is to analyse longevity insurance annuities as a possible 
addition to social security programmes. The research method is to analyse the strengths and 
weaknesses of longevity insurance provided by the private sector and by government, and 
to survey and analyse examples of longevity insurance benefit programmes that countries 
have already established. Longevity insurance annuities are deferred annuities that start 
payment at an advanced age at which a substantial proportion of the birth cohort has died. 
In developed countries, that would mean that these annuities would start for people in their 
early eighties, but when social security programmes were started in many countries, the age 
at which longevity insurance annuities would begin was substantially younger. This study 
finds that originally, public pension programmes in a number of countries were structured 
as a longevity insurance programme, with roughly 50% of those entering the workforce 
surviving to receive the benefits because of relatively high benefit eligibility ages. Over time, 
however, as life expectancy has improved, the benefits these programmes provide have slowly 
transformed into benefits that most people entering the work force ultimately receive. This 
paper argues that reintroduction of a longevity insurance benefit as part of public pensions 
could be an important policy in particular because this benefit is generally not provided by 
the private sector. These annuities would benefit some older retirees, particularly in countries 
with modest public pension benefits, but the private sector has problems in providing them, 
particularly when they have to be provided on a unisex basis. A longevity insurance benefit 
is desirable in countries that rely on defined contribution pensions, where some workers 
take their benefits as phased withdrawals, and thus risk outliving their benefits if they live 
substantially longer than their life expectancy. This paper surveys countries that provide this 
type of benefit. The addition of these benefits to social security may be particularly desirable 
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as part of a reform where other changes being made to maintain solvency are resulting 
in reduced generosity of benefits.
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1. Introduction

This study analyses longevity insurance annuities as a possible addition to 
social security programmes. It does so by analysing longevity insurance annuities 
in countries that have included those benefits in their social security programmes. 
It compares public provision of longevity insurance annuities to the possibility 
of private sector provision.

Longevity insurance annuities are deferred annuities that start payment at 
an advanced age at which a substantial proportion of the birth cohort has died. These 
annuities have also been called longevity annuities, longevity income guarantee 
annuities, and advanced life deferred annuities. Each of the insurance companies 
that provide them in the United States has their their own name for their product. For 
example, MassMutual calls its product MassMutual Stable Voyage Fixed Deferred 
Annuity. The benefits this product provides can be deferred to age 85, but can also 
be taken substantially earlier.

While all annuities provide longevity insurance through pooling of annuity 
risks, longevity insurance annuities provide insurance targeted against running out 
of money at advanced ages. Longevity insurance annuities are deferred annuities, 
and thus differ from annuities that are purchased at advanced ages, which are more 
of an income product than an insurance product. Immediate annuities purchased at 
an advanced age do not benefit from the price reduction due to taking the risk that 
the purchaser will not live to the age at which they can be received.

As people grow older, especially for those living past their life expectancy and for 
those relying on employer-provided defined contribution plans, they risk exhausting 
their sources of income other than their public pension. People with fixed income 
in retirement may see the real value of those income sources fall in half by their early 
eighties with inflation rates as low as 3%. People with low public pension benefits 
who are in their 80s and older are economically vulnerable. At that age, few are able 
to offset their low benefits by working. They may have used up their retirement assets 
other than their public pension benefit, and they may have increased expenses due to 
increased need for medical care or for assistance with aspects of independent living.

Preventing people from falling into poverty as they age is a key goal of public 
pensions. Longevity insurance is one way to address the income needs of older 
people who have lived longer than they expected, and have used up their retirement 
savings other than their public pension benefit. The addition of these benefits to 
social security may be particularly desirable as part of a reform where other changes 
made to maintain solvency reduce the generosity of benefits.
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In order to assess the possible role of longevity insurance benefits in social security 
programmes, this paper surveys existing longevity insurance benefit programmes as 
part of social security programmes around the world. It discusses the Care Allowance 
and Benefit in Poland, which starts at age 75, and the Age 80 Allowance programme 
in Ireland and as models for other countries for providing added social insurance for 
people who are particularly vulnerable because of their advanced age. It also reviews 
similar programmes in the United Kingdom and Germany, as well as programmes 
in a number of other countries. The sample of countries studied is a convenience 
sample, which, to our knowledge, is a fairly complete sample of the countries with 
such programmes.

2. Literature Review

While all annuities provide retirees a degree of insurance against having insufficient 
income in old age, in recent years the term longevity insurance has been used to refer 
to a particular type of deferred annuity. Longevity insurance is a deferred annuity 
that starts at an advanced age, such as 82. Longevity insurance annuities provide 
insurance against outliving one’s assets, but only when that risk becomes substantial 
at advanced ages [Milevsky 2005]. 

Unless they purchase an annuity, retirees with employer-provided defined 
contribution plans in countries with social security systems that do not provide 
high replacement rates may face the difficult challenge of managing the spend-
down of their assets over a retirement period of uncertain length. With a longevity 
insurance annuity, the planning problem is greatly simplified. Instead of planning for 
an uncertain period, participants can plan for a fixed period – from the date of their 
retirement to the date at which they start receiving the longevity insurance benefit, 
should they survive that long. Longevity insurance changes the planning problem 
from one with an uncertain end point (date of death) to one with a certain end point 
(the date at which longevity insurance begins providing benefits). 

The age of purchase and the length of the deferral until initial benefit receipt 
affect the level of benefits provided. For example, longevity insurance annuity 
purchased in the United States with US$100,000 at age 70 would be expected 
to provide annual payments starting at age 85 of between $26,000 and $42,000 
depending on the interest rate, whether a joint and survivor annuity was chosen 
and other factors. The longer the deferral period, the greater the benefit, in part 
because some members of the insured pool will die before receipt of benefits. If 
the purchase was made instead at age 65 with the starting date at age 85, the $42,000 
benefit figure would increase to $51,000 [U.S. Department of the Treasury 2012]. 
Alternative estimates indicate that an immediate annuity purchased with $100,000 
and starting at age 65 would provide $6,950 a year for life, compared to the same 
purchase with benefits starting at age 85 yielding $63,990 for life [Tergesen 2012]. 
These benefits would be subject to inflation risk, but some policies allow for lower 
starting benefits with an automatic escalation. The amount of benefit depends on 
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the interest rates prevailing at the time of purchase, with a risk associated with 
these annuities being that the purchase occurs at a time when interest rates are low, 
which would result in low monthly benefits. A strategy to deal with that risk would 
involve making smaller purchases of longevity insurance annuities over a period 
of several years.

Horneff et al. [2007] use a simulation model to show that instead of fully 
annuitizing at retirement, the percentage of one’s resources that a person would 
optimally annuitize increases over time during retirement. People who have 
some financial resources invested in equity can benefit from the equity premium 
early in retirement, gradually reducing their investment in equity, and increasing 
the amount that is annuitized. A longevity insurance benefit does not follow 
a gradual pattern of increasing the share of assets that is annuitized, but it does 
capture some of the benefit of that strategy. Horneff et al. [2007] find that most 
retirees optimally would avoid fully annuitizing until an advanced age, in order 
to benefit from the equity premium, but by age 80, would fully annuitize their 
financial wealth, other than wealth used for bequests.

To our knowledge, the United States is the only country where longevity insurance 
annuities are currently provided by the private sector. While longevity risk can 
be diversified away for large pools of people if life expectancy is stable, the risk 
of unexpected increases in life expectancy across the population cannot be diversified 
away because that risk is positively correlated across people. Life insurance companies 
have no asset which they can purchase as a hedge against unexpected increases 
in life expectancy. This problem is particularly important when interest rates are 
low, because the present value cost of increased benefits at advanced older ages is 
larger due to the reduced effect of discounting future benefits with low interest rates. 
Problems with the private sector providing longevity insurance annuities include 
that adverse selection may be more of an issue than for traditional annuities in that 
presumably only people with very long subjective life expectancies would purchase 
longevity insurance annuities. 

Requirements in some countries that annuities be provided on a unisex basis 
pose a greater problem for longevity insurance annuities than traditional annuities, 
because of the substantial relative difference in life expectancy by gender at older 
ages. While the absolute difference in life expectancy between men and women 
narrows with age, the relative difference substantially increases. Life expectancy 
data for the United States show that at age 20, women have a life expectancy that 
is 8.3% longer than men, at age 60 it is 14.7% longer than men, and at age 80 it is 
18.8% longer than men [Arias 2012]. The greater the relative difference, the greater 
the disadvantage to males of unisex pricing, and the less likely males would be to 
buy longevity insurance annuities. 

In the United States, gender based longevity insurance can be purchased privately 
through some life insurance companies, but must be purchased on a unisex basis if 
purchased directly from a defined contribution pension plan. Metlife [2017] is one 
of the companies offering gender-based longevity insurance annuities. If this annuity 
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was purchased with a lump sum payment at age 45, it could be received starting at 
ages 80 or 85 (or earlier). If benefit payments started at age 80, a male beneficiary 
would receive a benefit 10.4% larger than a female beneficiary due to the longer life 
expectancy (and greater probability of receipt) of the female beneficiary. The gender 
difference in benefits is smaller than the gender difference in life expectancy because 
of the effect of discounting distant benefits. If benefit payments started instead at 
age 85, the male’s benefit would be 13.0% larger than the female’s benefit. If instead 
of being a longevity insurance benefit, the benefit was a deferred annuity starting at 
age 65, the male’s benefit would be 5.2% larger, the shorter deferral period reducing 
the cumulative female advantage in life expectancy. 

These figures suggest that the unisex requirement may be part of the explanation 
why longevity insurance annuities are not offered currently in the United Kingdom, 
which has had a strong annuity market and has offered them in the past. When unisex 
annuities are offered in a voluntary market, there is a tendency for males to not 
purchases them, with the market price tending toward the price for females.

Webb et al. [2007] argue that a longevity insurance benefit could be appealing to 
pension participants. They demonstrate that longevity insurance annuities can provide 
valuable insurance protection at an affordable cost. However, relatively few people 
have purchased them. One possible explanation may be that people are concerned 
that they might die before receiving a reasonable amount of their money back, and 
this concern would be substantially greater for longevity insurance annuities because 
of their deferred payment start date. That approach to valuing annuities ignores 
the insurance benefit they provide for people who live to older ages.

Greenwald et al. [2017] survey U.S. workers and retirees concerning their interest 
in purchasing a longevity insurance annuity. Among workers, 45% indicated that 
they were very interested or somewhat interested in purchasing a longevity insurance 
annuity. Among retirees, 5% indicated that they had already purchased a longevity 
insurance annuity. However, 52% of retirees said they were not at all interested 
in purchasing such a product, possibly because they had already figured out their 
retirement income.

Iwry and Turner [2009] discuss adding such a longevity insurance benefit to 
target date funds as a way of encouraging their purchase through 401(k) plans 
in the United States. Target date funds are mutual funds that gradually move toward 
more conservative portfolios as the retirement target date approaches. 

Recent contributors to the literature on longevity insurance annuities include 
Abraham and Harris [2016], who survey the issues, and Ezra [2016]. Ezra [2016] 
highlights that longevity annuities pool the greatest part of the longevity risk 
exposure – the part at the oldest ages – when longevity uncertainty is greatest relative 
to expected future longevity. Scott [2015] finds that for a typical retiree, allocating 
10-15% of wealth to a longevity annuity creates spending benefits comparable to 
allocating 60% of wealth to an immediate annuity. This paper is an extension of an 
earlier international survey [Turner et al. 2017a].

Longevity insurance annuities: potential role in social insurance
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3. The Role of Longevity Insurance Benefits

in the Early History of Social Security

Historically, many social security programmes were designed as longevity 
insurance programmes, even though the term longevity insurance was not used. 
Over time, they have gradually shifted to being retirement benefit programmes. 
In the early development of social security, a number of countries initially established 
social security programmes as longevity insurance benefit programmes, with benefit 
eligibility ages as high as age 70 at a time when relatively few workers survived to 
those ages [Chen, Turner 2015].

Germany. The original concept of social security under Chancellor Bismarck 
in Germany was a longevity insurance benefit, though that terminology was not 
used. The benefit was available at age 70 starting in 1889. While life tables are not 
available for that year, clearly less than half the population entering the workforce 
would be alive at that age. It was not until 27 years later (in 1916) that the retirement 
age was reduced to 65 [U.S. Social Security Administration, n.d.]. 

Ireland and the United Kingdom. When the means-tested old-age pension 
was introduced in Ireland and Great Britain in 1908, the retirement age was 70. 
In 1910-1912, life expectancy at birth for a male was age 51 [United Kingdom 
Office for National Statistics 2015]. When the Basic State Pension was introduced 
in the United Kingdom in 1946, the benefit eligibility age was 65 for men (60 for 
women) [Capretta 2007]. When a social insurance based Old Age (Contributory) 
Pension was introduced in Ireland in 1961 the retirement age was set at 70 and it 
remained at that age until the 1970s. 

Canada. Canada first enacted a public pension, which was means tested in 1927, 
with a benefit eligibility age of 70. The means test was eliminated in 1951, but 
the eligibility age remained age 70 until 1965, when it was reduced to 65 [Capretta 
2007]. 

United States. While U.S. Social Security is now a benefit that most people who 
enter the workforce survive to receive, it was originally structured like a longevity 
insurance benefit. In 1940, when benefits were first provided in the United 
States, the benefit eligibility age was 65. Taking into account that people entered 
the workforce at earlier ages, from U.S. life tables for 1910 for the population age 18 
that year, at age 65, 54% of the population would still be alive [Glover 1921].

Norway, Iceland and Sweden. In 1949, the benefit eligibility age was 70 in Norway 
and 67 in Iceland [Capretta 2007]. When a universal old age pension was established 
in Sweden in 1913, the eligibility age was 67 [Harrysson, Edebalk 2010]. 

Over time, two changes have fundamentally altered the nature of the benefits that 
Social Security provides in the United States and in other countries. First, benefit 
eligibility ages have been lowered. Second, longevity has increased. With these two 
changes, social security programmes have transitioned from longevity insurance 
programmes to programmes providing old-age benefits for a substantial proportion 
of the population that entered the workforce in their youth.

J.A. Turner, G. Hughes, A. Chłoń-Domińczak, D.M. Rajnes
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Thus, in a number of countries, social security old-age benefits were first provided 
as longevity insurance benefits, providing benefits at an age where a substantial 
proportion of the population entering the workforce would have died. Social Security 
has changed into a retirement benefit that most people receive rather than a longevity 
insurance benefit that is a form of insurance against living to an advanced older age.

4. Longevity Insurance Annuities Provided by Government

From an economics perspective, the argument that the government should provide 
a benefit must be based in part on the conclusion that the private sector cannot 
provide such a benefit on equally favourable terms. In the United States, individually 
purchased longevity insurance annuities account for about 1% of the individual 
purchase annuity market [Panis, Brien 2016].

The government has several advantages over the private sector in providing 
longevity insurance annuities. First, it is able to limit its liability against the possibility 
of an unexpected improvement in life expectancy by indexing the age of eligibility 
for benefit receipt. While the private sector could do this prospectively for new 
clients, the government is able to do this for people nearing the age of entitlement for 
the benefit. For example, adjustments to benefit generosity are made at retirement 
age in Sweden for immediate annuities received at traditional retirement ages. 
The private sector could hedge against improvements in life expectancy by providing 
annuities the generosity of which depended in part on changes in life expectancy. 

Second, the government has a hedge against the liability to the extent that people 
work longer (and pay more taxes) due to improvements in health at older ages or 
due to raising the eligibility age for social security benefits. Currently, no assets 
exist for the private sector to invest in that provide a full hedge against unexpected 
improvements in life expectancy. The government would also have increased 
liabilities for traditional social security benefits due to the improvements in life 
expectancy, but those could also be dealt with, in principle, by raising the early 
retirement age and the normal retirement age. 

Third, the government does not have to deal with adverse selection because it 
provides the benefit to a pre-selected group. In the private sector, insurance companies 
would provide longevity insurance to people who self-select, in part based on their 
subjective expectation of long life expectancy. 

Problems with the provision of longevity insurance annuities in the private sector 
include that adverse selection may be more of an issue in that they presumably 
would only be purchased by people with very long subjective life expectancies. 
Also, potential purchasers may be concerned with the risk of life insurance company 
insolvency over a long time period. New York Life [2012] expressed the opinion 
that pure longevity insurance annuities would have limited appeal, but that those 
annuities combined with another benefit payment feature, in particular a death benefit, 
would be marketable. While such a benefit would reduce the income provided by 
the annuity, it would nonetheless provide some longevity insurance benefits.

Longevity insurance annuities: potential role in social insurance
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Longevity insurance benefits can be provided in a number of different ways. They 
can be provided through government-run social insurance programmes or they can 
be provided, at least in principle, through the private sector. They can be means 
tested or available to all older persons. They can be non-contributory benefits or 
eligibility can be based on having a contributions history. They can be flat benefits 
or the benefits can be related to earnings or contributions.

5. Longevity Insurance Annuities Provided by Government

This section surveys longevity insurance benefits in a selection of countries. 
Countries are included in the survey based on the criterion that they have a longevity 
insurance benefit of some type provided by government. The survey is a convenience 
sample. 

Life expectancy differs greatly by country, so the design of longevity insurance 
benefits in different countries would vary greatly by the age at which they would be 
available. While the difference between life expectancy at birth and life expectancy 
at age 20 is relatively small in high-income countries, the difference is substantial 
in low-income countries due to infant and youth mortality. Life expectancy at age 20 
is a better measure for constructing a longevity insurance benefit because that benefit 
is for people who have worked. The life expectancy at age 20 gives the age at which 
roughly half of the population entering the workforce at age 20 would have died, and 
thus that statistic serves as an empirical measure as to whether an old-age benefits 
programme would be classified as a longevity insurance programme (Table 1).

Table 1. Life expectancy at age 20 in selected countries as a measure of when 
a longevity insurance benefit might start, 2015

Country
Life expectancy

at age 20
Country

Life expectancy

at age 20

Ireland 81.9 China 77.2

United Kingdom 81.7 Nepal 72.7

Germany 81.5 India 72.6

Kyrgyzstan 78.1 Philippines 71.1

Poland 78.1 Zanzibar 67.1

Vietnam 78.1 Lesotho 60.1

Source: World Life Expectancy (2015), WHO data.

In the following international survey, we roughly classify longevity insurance 
benefits as starting at age 80 or later in OECD countries, age 75 and older in middle 
income countries, and age 70 and older in lower-income countries. Further, we 
classify longevity insurance benefits based on the age at which they start and not on 
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other correlates of those benefits, such as whether they are means-tested, whether 
only social security beneficiaries are eligible, or other issues. The international survey 
starts with a somewhat detailed explanation of programmes in Ireland, Poland and 
China, as examples of different types of longevity insurance programmes, followed 
by less detailed explanations of programmes in other countries. 

In the following survey, the number following the name of the country is the life 
expectancy at age 20 [World Life Expectancy 2015], which is a measure of roughly 
when workers enter the labour force. Much of the material for this section was 
obtained by reviewing Social Security Programs Throughout the World, which is 
an online publication of the U.S. Social Security Administration.

Ireland (life expectancy at age 20: 81.9). Longevity insurance benefits are part 
of the retirement income system in Ireland [Hughes, Turner 2015], China [Chen, 
Turner 2015], Germany [Chen, Hughes, Turner 2016], and some other countries. 
Ireland has had a non-contributory social assistance (anti-poverty) pension since 
1908 and a contributory social security pension since 1961. Both pensions were 
originally available at age 70. The contributory social security pension provides flat 
rate (not earnings-related) pension benefits. The social assistance pension depends 
on income and assets in old age, and the social security pension depends on previous 
participation in the labour force. Ireland pays a benefit of about US$550 a year at age 
80, called the Age 80 Allowance. That benefit is automatically received by persons 
receiving Irish social security pensions once they turn age 80. The maximum flat-
rate value of the social security pension depends on having an annual average of 48 
or more weekly contributions to the social insurance fund during one’s working life. 
A sliding scale of average contributions is used to pay smaller pensions to those with 
average weekly contributions less than 48 per year. However, the Age 80 Allowance 
is not reduced.

In Ireland’s 1972 national budget, both the social assistance and contributory 
social security pensions were increased for older pensioners by introducing an age 
allowance for pensioners age 80 and over. All persons age 80 and older receiving 
either of those pensions automatically receive the Age 80 Allowance. Thus, the Age 
80 Allowance is a social pension that is not separately means tested, but it is also 
not universal. It excludes some higher-income persons who do not qualify for 
social assistance because of their income and do not qualify for a social security 
pension because of not having a sufficient history of work. The particular feature 
that we are focusing on as a model for other countries is that it starts at age 80. 
The administration of a social pension that is not means tested is simpler and less 
costly than for a means-tested pension.

In his 1972 budget speech introducing the new pension benefit, the Irish Minister 
for Finance [Ireland 1972] George Colley said that the reason for introducing 
the allowance was that, “I am especially conscious of the fact that very old persons 
are often at a disadvantage because of their inability to do things for themselves 
and shop around for the best value. In recognition of this, all non-contributory [and 
contributory] old age and blind pensioners age 80 and over will receive a further 

Longevity insurance annuities: potential role in social insurance
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increase of 50p per week”. A further justification for the Age 80 Allowance is that 
data from Ireland show a substantial increase in medical expenses at older ages. 
Research by Redmond [2015] on the cost of medication by age shows that in 2012 
average annual expenditure by those under age 65 was €406 compared with €1,377 
for those age 65-69, and €1,772 for those age 75 and over.

While the relationship between the Age 80 Allowance for the social security and 
social assistance pensions varied in the early years, since 1985 the allowance has 
been the same for both pensions. The nominal value of the allowance increased 
considerably in 2006, when it was increased to €10 per week, but it has not increased 
since then, thus declining in real value for the past decade. The cost of the benefit as 
a percent of GDP was 0.07% in 2011.

When Ireland introduced the Age 80 Allowance in 1972, that benefit was nearly 
10% of the maximum social assistance pension and about 8% of the social security 
pension, but its relative value has fallen over time. Since 2006, the allowance has 
stabilized at around 4.5% for both pensions. Those pensions did not increase in value 
between 2006 and 2015. 

Poland (78.1). Poland has a relatively high pension coverage rate compared to 
other formerly Communist transition economies in Central and Eastern Europe. This 
result is achieved by a mix of contributory and non-contributory plans. The general 
social security pension system covers salaried workers and self-employed workers. 
Farmers are covered by a separate social security scheme, with a small contributory 
component (with contributions equivalent to 10% of the minimum monthly pension 
per month). Contributions cover less than 10% of the expenditure on farmers’ 
pensions, and the rest is covered from general government revenues, which means 
that it is a quasi-social pension for this part of the Polish population. Old-age pensions 
are paid from ages 61 for women and 66 for men, with those ages falling in October 
2017 to 60 for women and 65 for men. 

All people age 75 and over receive an additional benefit, financed from the national 
government budget. There are two types of such benefits. If a person receives 
a contributory pension (from the general social security plan or the farmers’ plan), 
he or she receives a care benefit (dodatek pielęgnacyjny) that is paid on the top 
of those benefits. If a person is not eligible for a social security pension, he or she 
receives a care allowance (zasiłek pielegnacyjny) paid from the state budget by local 
community social services, based on the Polish Act on Family Benefits. Initially, 
the level of both social transfers was similar. Policy developments led to the rising 
difference in the benefit levels. The care benefit is more generous due to its regular 
indexation that is guaranteed by law. The care allowance, financed from taxes and 
not indexed on a regular basis, was kept at the lower level as a part of the fiscal 
policy and budget savings. 

The universal care benefit and allowance in Poland are one of the factors 
contributing to the lower level of the poverty rate among the population in the age 
group 75 years and older compared to those age 60 and older. According to Eurostat 
data [Turner et al. 2017a], the poverty rate for people age 75 and older is the lowest 
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among all age groups. This means that even a relatively small addition to income 
serves an important goal of reducing poverty at advanced ages. 

Access to universal benefits for people age 75 and older reduces the risk of poverty 
at older ages. It provides an important addition to the income of people in the oldest 
age group. However, given the rising need for care services with age, it is still seen 
as insufficient [Szatur-Jaworska 2008].

China (77.2). Though in some cities in China, an old age allowance has been 
provided for those age 90 or 100, Ningxia province has taken the lead in providing 
an old age allowance in the whole province and provides monthly benefits for those 
age 80 and older [Chen, Turner 2015]. In May 2009, Ningxia province first started 
to provide the old age allowance for those aged 80 and older in rural areas and those 
aged 80 and older with low income in urban areas. Thus, in urban areas, the old age 
allowance is a means-tested programme. China does not have a unified national 
social security programme – programme features vary across the provinces. Ningxia 
province is the first one to provide this benefit. The lowest benefit level regulated 
by provincial government is as follows: those age 80-89 receive 300 yuan (¥) per 
month; those age 90+ receive 350¥ per month. County or district governments 
can increase the benefit level according to their financial ability. In Shenzhen city 
(a developed city in China and the first city to develop a market economy at the end 
of the 1980s) of Guangdong province, the benefit level is as follows: those age 80-89 
receive 200¥ per month; those age 90-99 receive 300¥ per month; those age 100+ 
receive 500¥ per month.

Since 2009, more cities have started to establish old-age allowance programmes 
in China. In 2006, only 2.34 million people were receiving an old-age allowance, but 
by the end of 2010, 5.76 million people received the old-age allowance. From 2006 to 
2010, the percentage of the population age 80 and older receiving old-age allowance 
benefits increased from 12.9% to 27.0%. In 2011, 14 provinces started to provide 
the old age allowance. However, in general, the old age allowance programme is not 
universal for those age 80 and older in China.

In most cities, the old age allowance is means tested and provides benefits to those 
with low income. In Ningxia Province, only those age 80 and older with per capita 
income of family members lower than 150% of the minimum living standard are 
eligible for old-age allowance. In Heilongjiang province and Jilin province, those 
age 80 to 89 with income lower than the minimum living standard are eligible for 
the old age allowance [People’s News 2012]. For those age 90 and older, no means 
test is required. All eligible old age persons can receive 100¥ (US$16) per month. 
Thus, the old age allowance programmes in these two provinces are means tested for 
those age 80 to 89, while being universal for those age 90 and older [People’s News 
2012]. In Shenzhen city, the old age allowance is not means-tested and is universal 
for those satisfying the age requirement.

United Kingdom (81.7). Any State pension in the United Kingdom is increased 
by the tiny amount of £0.25 (€0.35) per week at age 80 [Europa, 2016]. The benefit 
has not been increased since it was introduced in 1971, suggesting that there is little 
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political support for the benefit. The United Kingdom also provides the Over 80 
Pension, which is a means-tested pension for those age 80 or older. It can also be 
paid as a top-up amount to a person’s State Pension when that person reaches age 80, 
if he or she receives the State Pension at a lower rate than £71.50 or does not receive 
the basic state pension. Relatively few persons qualify for this benefit, however, 
because it has a low income eligibility cut-off point.

Germany (81.5). Riester pensions in Germany are voluntary defined contribution 
plans that were enabled by a pension reform taking effect in 2002, and named after 
the Labour Minister responsible for establishing them. They require that at retirement 
the participant purchase an annuity that begins payment by age 85 [Börsch-Supan, 
Wilke 2005]. Thus, the Riester pension can be used as a longevity insurance annuity, 
but it is not specifically designed that way because benefits can start at considerably 
earlier ages.

Vietnam (78.1). In Vietnam, a non-contributory pension programme was 
implemented in 2004 [Long 2011]. Initially, it provided a benefit of 65,000 dong 
(US$4.20) each month to persons age 90 or older who did not receive any contributory 
pension benefits. Over time, eligibility ages were reduced and the benefit amounts 
have increased. In 2007, the minimum eligibility age declined to 85 and to 80 in 2010. 
Under current law, this old-age social pension (social assistance) is available to those 
age 60 to 79 who are “needy and living alone without family support” and to those 
age 80 or older and not receiving any contributory pension [U.S. Social Security 
Administration 2015b].

The monthly benefit amount varies by age and health-related circumstances (and may 
be higher in provinces with greater fiscal capacity) as follows: 180,000 dong (US$7.93) 
to those age 60 to 79 if needy and living alone without family support or older than age 
80; 270,000 dong (US$11.90) if age 60 to 79, needy, disabled and living alone without 
family support or older than age 80, needy, and living alone without family support; 
360,000 dong (US$15.87) if older than age 80, needy, disabled and living alone 
without family support. According to various sources cited by the Asian Development 
Bank, more than two-thirds of eligible individuals had not received a benefit nor had 
many provinces implemented the programme in recent years [Long 2011].

Nepal (72.7). Although social insurance coverage provided through the National 
Provident Fund is limited, an old-age allowance provides social assistance to 
an estimated 682,000 individuals who received the benefit in 2010. In December 
1994, the government introduced a universal social pension for all Nepalis 75 
years of age or older. Initial implementation of the programme aimed to support 
the age and their family-based support systems by providing cash payments of 100 
rupees (US$2.21 in 1994$) per month to persons 75 years or older. In 1996, 
the government increased the benefit payable to people 100 years of age or older. 
In 2011, the programme offered a monthly benefit of 500 rupees (around US$6) 
to all persons age 70 or older3 (on reaching their 100th birthday, the benefit for 

3 The benefit was also available to members of all lower-caste groups (referred to as Dalits) and 
residents of the Karnali zone beginning with their 60th birthday.
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beneficiaries increases to 1,000 rupees). The programme is funded through general 
taxation [Samson 2012].

The allowance provides national coverage, with some geographic variability 
in take-up rates. In most areas, the government aims to pay benefits every 4 months, 
equal to 2,000 rupees (US$18.32) per payment. In remote rural areas with limited 
access to village development officers, however, the government struggles to make 
payments once a year, for the full entitlement of 6,000 rupees (US$54.95) annually. 
When the government first implemented this programme, some 180,000 people 
were 75 years of age or older, representing an estimated 0.8% of the country’s 
population. By 2011, this group had grown to around 380,000, representing 1.3% 
of total population. In absolute terms, the older population had more than doubled, 
and the population share had grown by about 60%. In 2011, the population age 70 
years or older was about 757,000 people, representing 2.6% of the total population. 
The Senior Citizens’ Allowance covered an estimated 640,119 older people in 2010, 
a small decrease from 646,461 beneficiaries in 2009 [Samson 2012]. Currently, 
the monthly benefit still equals 500 rupees, but 1,000 rupees are paid to members 
of certain ethnic groups [U.S. Social Security Administration 2015a].

Kyrgyzstan (73.1). A pension supplement is paid to person age 80 or older. 
The benefit is also paid to World War II veterans, Chernobyl disaster workers, and 
certain other groups [U.S. Social Security Administration 2014].

India (72.6). The city of Delhi provides a benefits programme for low-income 
seniors starting at age 60, with a special supplement starting at age 70. In 2017, 
people age 60-69 receive a benefit of Rs 2,000 a month, while those age 70 and older 
receive a benefit of Rs 2,500 a month [Hindustan Times 2017].

Philippines (71.1). The Philippines has a programme for low-income seniors that 
pays benefits starting at age 77 [Ronda 2015; Philnewsph 2017]. The government 
has sought greater funding for the programme so that it can extend the benefits to 
seniors who are younger than age 77. The programme began in 2011. 

Zanzibar (67.1). Zanzibar, a semi-autonomous country (in a union with mainland 
Tanzania), has recently launched a pilot programme that offers both men and women 
age 70 or older 20,000 shillings (US$9.18) each month [Rebela 2016]. The universal 
programme was launched ahead of what is planned to be a similar universal pension 
programme in Tanzania.

Lesotho (60.1). The old-age pension, which started in 2004, begins payment at 
age 70 [U.S. Social Security Administration 2015a]. All persons age 70 and older 
are entitled to a monthly benefit equivalent to about US$40. The benefit is non-
contributory, meaning that eligibility is not based on the person having made 
contributions. The cost of the benefit is equal to 1.7% of GDP [Ortiz, Schmitt, De 
2017]. Lesotho provides an example of a low-income country that is able to provide 
old-age benefits by providing those benefits as a longevity insurance benefit, starting 
at a relatively old age, given the life expectancy in the country.
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6. Proposals for Longevity Insurance Benefits in Countries with Defined 

Contribution Social Security Programmes

Several countries with defined contribution social security programmes are 
currently considering adding longevity insurance benefits to their programmes. These 
countries include Chile, El Salvador and Peru [FIAP 2017]. People in these countries 
risk outliving their resources, particularly if they take their benefits as programmed 
withdrawals. In El Salvador, a proposal calls for a modification to programmed 
withdrawals, so that a deferred annuity would be provided starting at an advanced 
age after 20 years of receipt of programmed withdrawals. When fully phased in, 
the longevity insurance benefit would be financed by a tax of 2% of wages. This cost 
is higher than in some other programmes because the longevity insurance benefit 
would not be a supplemental benefit. Rather it would be the entire social security 
benefit provided at advanced older ages.

In Chile, a criticism of the proposal for longevity insurance benefits is that lower-
income workers have lower life expectancy than higher-income workers, and thus 
the proposal is regressive, favouring higher income workers. This criticism is offset 
somewhat by recognizing that the relationship between income and life expectancy 
is usually calculated within a gender group, and applies both to males and females 
within their gender groups. The relationship is weakened when considering the entire 
population because women have lower income than men on average, while at 
the same time having longer life expectancy. 

The proposal for longevity insurance annuities in Chile has the annuities provided 
through a countrywide programme rather than through life insurance companies. 
Life insurance companies impose high reserving margins (the funds required to 
back up the insurance) to make sure they can cover the possibility of unexpected 
improvements in life expectancy. These margins result in a low value of longevity 
insurance benefits. The provision of longevity insurance benefits in Chile, starting 
somewhere between age 82 and 85, would raise the mandatory contribution rate 
from 10% to 12% [FIAP 2017].

7. Comparison Across Countries

We compare characteristics by country of longevity insurance for older people. 
Poland, Ireland, and the United Kingdom have provided support for a long time 
for those age 75 or 80 under social insurance and social assistance programmes. 
China (Ningxia and other provinces), Vietnam, Nepal, Kyrgyzstan, the Philippines, 
Zanzibar and Lesotho provide support only under social assistance. Germany has 
provided support since 2002 when Riester individual DC pensions were marketed 
by private insurance companies. Recently, proposals have been made in Chile, Peru 
and El Salvador for the introduction of longevity insurance benefits.

The age of eligibility for a pension that we categorize as a longevity insurance 
pension varies across countries depending on the life expectancy in the country. 
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The age of eligibility in Nepal, Zanzibar and Lesotho is 70. In Poland, the age is 75, 
and in the Philippines, it is 77. In Ireland, the United Kingdom, China (Ningxia), 
Vietnam and Kyrgyzstan it is 80, and there is an increase in the allowance in Ningxia 
at age 90 and in Nepal at age 100. Contributors to private Riester pensions in Germany 
can claim their longevity annuity at age 85 or earlier. 

The value of longevity insurance in Ireland is the same, €43.33 per month 
(US$46.36), whether it is paid under social insurance or social assistance 
programmes. In Poland, it is about one-third higher under social insurance than 
social assistance, €50 v €37 ($53.50 v $39.59) per month. The value of the age 80 
supplement for anyone in the United Kingdom who qualifies for a State pension is 
very modest amounting to less than 2% of the basic State pension. However, in both 
jurisdictions there is a means tested pension for anyone whose income is less than 
50% of the basic State pension. The value of the payment in Germany is not uniform, 
as it would probably be under public programmes for old-age pensions. The payment 
is provided by private insurance companies, and it varies according to the capital 
value of pension savings. 

The cost of longevity insurance depends, among other things, on what level 
of benefits is offered. For most countries where the cost has been estimated, it is quite 
modest and would not impose a noticeable burden on employers and employees. 
In Ireland, the current cost amounts to 0.07% of GNP, and it would double to 0.16% 
in 2046, as the proportion of older people age 80 years and over increases faster than 
the people age 65 years and over. 

8. Conclusions

Longevity insurance annuities are deferred annuities that start at an advanced age. 
With current life expectancy, in developed countries they generally start for persons 
in their eighties, but in low and middle-income countries, they would start at ages 70 
or 75. While a small number of countries include longevity insurance annuities in their 
social security programmes, most do not. This study investigates whether a longevity 
insurance annuity would be a desirable addition to a social security programme. 
A longevity insurance annuity is desirable in countries, such as the United States (not 
having such a programme) and Ireland (having such a programme), where social 
insurance old-age benefits are relatively modest, and people risk running out of other 
sources of retirement income at advanced older ages. In low and middle-income 
countries with low effective social security coverage rates, longevity insurance benefits 
would be a targeted, cost-effective way of providing social security benefits for people 
at advanced older ages. A few countries already have established such programmes. 

It appears that the United States may be the only country that currently provides 
longevity insurance annuities through the private sector. Because of problems that 
private sector insurance companies have in providing these annuities, and because 
of the valuable insurance these annuities provide, it is desirable for governments to 
consider adding these annuities to their social security benefit programmes.
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