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Introduction
The Gender Pension Gap (GPG) measures the relative difference between the retirement income of
women and men. The gender pension gap is usually much higher than the gender pay gap, since the
income differences between the sexes and gendered behaviour (prevalence of part-time work, leaves
due to care obligations, sectoral segregation) add up. In addition to the pay gap and the impact of
gendered behaviour affect redistributive elements of pension systems the gender pension gap. As a
result, the relation between the earnings gap and differences in labour market participation on the GPG
is not linear.
In this report, we present projections of the GPG in Switzerland, using the dynamic microsimulation
model MIDAS-CH. Initially, it was planned to perform the dynamic microsimulation as well as the
static analysis before with Liechtenstein data (Kirn and Thierbach, 2020). However, since microdata is
not available for Liechtenstein, the results of this report are based on Swiss microdata and the model
represents the Swiss pension system. Since the pension systems of the two countries differ only
marginally and thus the cause-effect relationships are very similar, the institutional aspects are very
similar, however, the labour market participation of women in Liechtenstein is lower compared to
Switzerland.
The MIDAS-CH model used for this report, is a first version and is was newly developed in the context
of MIGAPE. As no retrospective data is used as input date for the model, the character of the model, as
well as well as the projections, which can be made with this model, differ from MIDAS and the models
of the project partners. However, it is planned to integrate also retrospective data into the model and
thus to extend it.
In order to develop a scenario, which is based on agreed assumptions and methods, projections from
official agencies, such as the Swiss Federal Statistical Office are implemented in the model. Thus, the
projections used in this report differ from the other country reports of the working group, which base
their projections on the country-specific projections prepared for the Ageing Report 2021 by the Ageing
Populations and Sustainability Working Group (AWG) of the Economic Policy Committee (EPC)
(European Commission, 2020).
This report is part of the European-funded international research project, called “Mind the Gap in
Pensions”. 1 The goal of the project is to analyze gender differences in pension income, and to do this
from various perspectives and to communicate the lessons learned to policy makers and the audience at
large.2

1

This project is funded by the European Union's Rights, Equality and Citizenship Programme (Grant Agreement number: 820798 —
MIGAPE — REC-AG-2017/REC-RGEN-PENS-AG-2017).
2
See www.migape.eu for the project description, project partners and other information about the project.

3

The remainder of the report is organized as follows. The next section briefly describes the institutional
background with reference to simulated scenarios. Section 2 outlines the data used, the setup of the
dynamic simulation model and the definition of the scenarios. Section 3 presents the results of the
reference model. Section 4 uses three different scenarios to examine how differences in labour force
behaviour, part-time work, and wage differentials affect the GPG. In doing so, a reference scenario was
developed, in which labour market participation, unemployment rates and all other rates as well as other
characteristics of the employed and of the not working or in-active population are kept constant at their
2021 levels. In contrast to this “constant scenario” further “equalized” scenarios are developed to
analyze the evolution of the GPG against the background of changing labour market behaviour of men
and women and decreasing wage differentials.
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1

Institutional background

Life events, such as the raising of children, care for relatives, unemployment and divorce trigger a
number of consequences in terms of social security law. For example, periods spent bringing up and
caring for children are credited in the 1st pillar. Other life events, such as unemployment, also affect
pension income. The next sections provide an overview about the institutional background. Section 1.1
provides an overview of the Swiss pension system, section 1.2 outlines the sociopolitical benefit
objectives of the Swiss pension system.
1.1 The Swiss Pension System
The construct of the Swiss social insurance system is assembled on three-pillar principle:
•

The OASI (old age and survivors' insurance; German: AHV – Alters- und Hinterlassenversicherung) and the DI (disability insurance; German: IV - Invalidenversicherung), in
conjunction with the SB (supplementary benefits; German: EL - Ergänzungsleistungen) form
the 1st pillar. It is intended to cover subsistence needs and is mandatory – simple the compulsory
state old-age insurance.

•

The occupational pension plan (pension fund), which is also compulsory, forms the 2nd pillar.

•

The 3rd pillar represents the restricted (3a) and unrestricted (3b) pension provision, also called
the voluntary self-provision.

1.1.1

The First Pillar: OASI, DI and SB

The 1st pillar includes insurance for old age, survivors and disability (OASI/AHV & DI/IV) as well as
supplementary benefits (SB/EL). Furthermore, income compensation (IC; German: EO –
Erwebsersatzordnung) during military service, civilian service, protective service and maternity
compensation (ME; German: MSE – Mutterschaftsentschädigung), as well as unemployment insurance
(UI; German: ALV – Arbeitslosenversicherung), are also included in the 1st pillar. In old age or in case
of death and injury, the AHV/IV takes over the insured's livelihood. If the pension income is not
sufficient to ensure subsistence, tested supplementary benefits (SB) also help cover the necessary living
requirements. Both citizens working and living in Switzerland are, in principle, covered by the 1st
pension foundation. The coverage ratio of the Swiss 1st pillar is 98,8% (Kuhn, 2020). The aim of the
AHV is to compensate, at least in part, for the income from work that has decreased or disappeared due
to old age and/or death.
The basic principle of the state pension is the pay-as-you-go system and the associated solidarity
between the generations.
5

For the first principle, the contributions paid in by the active insured are not set aside but are paid out
directly to the pensioners through the pay-as-you-go system. The neglect of interest rate developments
and inflation play a subordinate role and represent as clear advantages of the pay-as-you-go system. On
the other hand, there is the disadvantage of a possible imbalance in the ratio of the number of pensioners
to contributors. If unemployment is high and wages are low, the state pension system may lack important
revenues and incur large deficits (BSV, 2021, p. 11) The second principle of intergenerational solidarity
is thereby reinforced by another aspect of interpersonal solidarity in Switzerland.
There is a supportive transfer mechanism between the higher earners and the poorer insured. The former
pay higher contributions through their higher income than would actually be necessary to finance their
own pensions. The poorer insured thus receive more benefit than their contributions would account for.
This transfer mechanism contributes significantly to the balance in the AHV in Switzerland. Likewise,
the supportive transfer mechanism for childcare and care credits contributes to the solidarity-based
equalization. Persons who are not required to care for children or who have dependents in need of care
make their contributions in favor of those persons for whom care is part of their current circumstances
and who accordingly receive benefits.
A differentiation is made between a full pension and a partial pension (Art. 29 AHVG, 1948) The first
is paid out if the full AHV contributions have been paid in regularly from the age of 21 until the regular
retirement age. In this case, the pension amount is calculated from the elements of eligible contribution
years (pension scale of maximum 44 years), the average earned income and education and care credits
(Art. 29bis AHVG, 1948). A partial pension occurs when there was a failure to contribute during the
contribution years, resulting in a missing contribution year in the pension calculation. The pension
reduction usually results in a reduction of 1/44 (2.3%) per missing contribution year. However, those
contribution gaps can still be paid retroactively for up to 5 years during the contribution obligation and
prevent a corresponding pension reduction.
The personal pension entitlement is calculated according to Art. 30ter (AHVG, 1948) based on the socalled "individual account" (IK). This account records the earned income of a person during his
obligation to contribute. Consequently, two IKs are kept for married couples, which take into account
the division of income over the years, the so-called "splitting". Mutual immutability of half of the earned
income of the respective spouses thus contributes to the equalization. Consequently, the corresponding
example serves to illustrate the facts:
1. spouse: earnings in the calendar year CHF 150’000 (remaining share due to splitting CHF
75’000)
2. spouse: earnings in the calendar year CHF 100’000 (remaining share through splitting CHF
50’000)
Creditable income on the "individual account" (IK) after mutual creditability through splitting:
6

IK 1st spouse: CHF 125'000 (CHF 75'000 plus CHF 50'000)
IK 2nd spouse: CHF 125'000 (CHF 50'000 plus CHF 75'000)
If one of the two persons reaches retirement age earlier, the other income is credited undivided. If the
second person reaches retirement age, the pension is recalculated on the basis of the new starting position
(Art. 31 AHVG, 1948). This is then composed of three possible blocks: the undivided income before
the marriage (block 1), the divided income during the marriage (block 2) and the possible undivided
income due to the different retirement age entry (block 3).
The average earned income is calculated by looking backward at all incomes up to the time of retirement
(Art. 30 AHVG, 1948). The circumstance of a low wage level from different years is taken into account
by a revalued sum of the earned income according to the corresponding pension index of the average
wage and price development in accordance with Art. 33ter (AHVG, 1948). The pension index for the
adjustment of pensions to the wage and price development is created by the arithmetic mean of the
determined wage index and the national consumer price index. The number of eligible years and months
is used as a quotient in the calculation of the average of the revalued earned income. Accordingly, in the
case of the full pension, taking into account the full contribution period and the average income, this
results in a minimum ordinary full retirement pension of CHF 1’195 per month (CHF 14’340 per year)
and a maximum payment of CHF 2’390 (CHF 28’680 per year), which is below the risk-of-poverty
threshold (CHF 30’0345 per year) (see Figure 1). In the case of the child's pension, taking the same
account of the contribution period and average income, the ordinary payment is a minimum of CHF 478
and a maximum of CHF 956 per month.
Gaps in contributions, as well as early retirement, are penalized by a partial pension in the Swiss pension
system and, as a consequence, a full contribution period and full contribution obligation is rewarded by
a full pension. A pension is regularly paid out monthly in arrears and, in accordance with the Swiss
pension system, 12 times in one year (Art. 44 AHVG, 1948).
The child-raising and care credit are due to those persons who care for children under 16 years of age
or relatives in need of care during their contribution years (Art. 29sexies and Art. 29septies AHVG,
1948). It is important to note that it is not possible to receive childcare credits simultaneously during the
years in which the childcare credits are claimed. Both credits correspond to three times the minimum
annual pension (CHF 3’585 per month, which is about 60% of the median income of women (CHF
6’067 per month)) (BFS, 2020d) Those credits are added to the annual income relevant for the OASI
pension and allow the corresponding annual payment to be increased up to the maximum amount
prescribed by law for individuals upon retirement. For spouses, the education and care credit lead to an
offset of half the credit. Parents who are divorced or not married to each other but share parental care
have the following two options to choose from: Full creditability of the care credit in favor of one parent
or creditability of half the credit.
7

Individuals without contribution gaps receive a maximum AHV pension of CHF 2350 per month. The
situation is different for married couples with a full contribution period, who receive 150% of the
maximum pension (CHF 2’350) accordingly, but not more than a total of CHF 3’525. If the maximum
amount is exceeded, both pensions are reduced proportionately. However, both spouses retain their own
separate entitlement to the retirement pension. The calculation is called the ceiling formula (German:
Plafonierungsformel). The following example from Rajic (2019) is intended to clarify the situation, if
both spouses demonstrate a full contribution period (pension scale 44):
•

•

Plafonated pension man:
2294 ∗ 3525
𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 𝑚𝑚𝑚𝑚𝑚𝑚 ∗ 150% 𝑜𝑜𝑜𝑜 𝑡𝑡ℎ𝑒𝑒 𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚 𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝
=
= 𝐶𝐶𝐶𝐶𝐶𝐶 1′807
2294 + 2181
𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 𝑚𝑚𝑚𝑚𝑚𝑚 + 𝑤𝑤𝑤𝑤𝑤𝑤𝑤𝑤𝑤𝑤

Plafonated pension women:

2181 ∗ 3525
𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 𝑤𝑤𝑤𝑤𝑤𝑤𝑤𝑤𝑤𝑤 ∗ 150% 𝑜𝑜𝑜𝑜 𝑡𝑡ℎ𝑒𝑒 𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚 𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝
=
= 𝐶𝐶𝐶𝐶𝐶𝐶 1′718
2181 + 2294
𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 𝑤𝑤𝑤𝑤𝑤𝑤𝑤𝑤𝑤𝑤 + 𝑚𝑚𝑚𝑚𝑚𝑚
If a spouse or parent dies, a survivor's pension is payable in accordance with Art. 33 of the Swiss AHV
Act (AHVG, 1948) to prevent loss of income. Depending on the degree of relationship with the
deceased, the survivor's pension is called: Widow's pensions, widower's pensions and orphan's pensions.
The first type of survivor's pension for females has different eligibility requirements than those of
widowers, again depending on the marital relationship. Female spouses can claim a widow's pension if
there was at least one child in the marriage at the time of widowhood or if the marriage lasted at least 5
years in combination with the fact that the spouse has passed the age of 45. On the other hand, divorced
women can only receive a widow's pension if there were joint children at the time of their former
spouse's death and there were at least 10 years of divorced marriage. Other conditions for receiving a
widow's pension for divorced wives are, on the one hand, the fact of having reached the age of 45 and
having been married for at least 10 years, or if the youngest child reaches the age of 18 after the divorced
mother has reached the age of 45. For widowers, the right to receive a widower's pension exists only
until the time when a joint child has not yet reached the age of 18. The circumstance of marriage,
divorced or married, does not matter. Children who have lost one parent are entitled to an orphan's
pension or a two-orphan's pension in the event of the death of both parents. This orphan's pension expires
when the child reaches the age of 18 or completes an education up to the age of 25. The amount of the
survivor's pension is calculated in the same way as an old-age pension by the contribution period and
the amount of the average income. If both claims for old-age and survivors' pensions arise at the same
time, only the pension with the higher amount is paid out.
If a married couple decides to divorce, this triggers the splitting procedure. The splitting procedure has
effects on all three pillars. In the following, the 1st pillar, as the AHV, will be dealt with specifically and
the effects explained. In the case of the 1st pillar, couples can apply to their OASI compensation fund
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for immediate "splitting" due to the divorce. If this is not applied for by the couple, then the splitting
will be carried out automatically by the compensation office at the pension calculation time. With the
application for splitting, all income earned during the spouses' marriage is divided equally between both
parties. A prerequisite for income splitting is that both spouses are entitled to a pension (Art. 29quinquies
Ziffer 3 AHVG, 1948). The year of marriage and the year of divorce are not taken into account in this
calculation (Art. 29quinquies Ziffer 4 AHVG, 1948). Consequently, a minimum marriage duration of
one calendar year can be noted to apply the splitting procedure. The following examples illustrate the
topic:
Case 1:
•

Marriage: December 2001

•

Divorce: March 2019

 Income earned from the years out of 17 (2002-2018) is split.
Case 2:
•

Marriage: January 2019

•

Divorce: October 2020

 Splitting procedure cannot be applied.
If the divorce occurs at the retirement age of an OASI beneficiary of the spouses, the persons will receive
two individual pensions after the divorce.
Disability insurance (IV) and supplementary benefits (EL) form an integral part of the 1st pillar. All
persons who live in Switzerland or are gainfully employed in Switzerland are in principle considered to
be compulsorily insured with the IV and the EL (Art. 1b IVG, 1959; Art. 4 ELG, 2008).
In the case of a health impairment of employment, the disability insurance aims at the integration
measures or the cash benefits to secure the basis of existence (Art. 1a IVG, 1959) The benefits of the IV
can be received by insured persons who are partially or completely restricted in their employment or in
their previous field of activity due to health impairment. In this context, whether there is a physical,
psychological or mental restriction is irrelevant (Art. 4-5 IVG, 1959).
The third and last element in the 1st pillar, the so-called supplementary benefit (EL), ensures the coverage
of a gap in the minimum living costs (Art. 2 ELG, 2008). Benefits can be claimed if there is an
entitlement to an AHV or IV pension, the single insured person has net assets below the asset threshold
of no more than CHF 100’000 in assets or CHF 200’000 for married couples (Art. 4 and 9a ELG, 2008).
According to Article 3 of the Federal Law on Supplementary Benefits to Old-Age, Survivors' and
Disability Insurance, the benefits consist of annual cash benefits and the reimbursement of illness and
disability costs in the form of benefits in kind.
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1.1.2

The Second Pillar: Occupational pension

The 2nd pillar of the Swiss pension system is the occupational pension (BVG), which is intended to allow
the previously accustomed and adequate living standard after retirement. A pension income of about 60
percent of the last salary is targeted in combination with the 1st pillar of the AHV (see chapter 1.1.4).
The pension is contingent on the amount and duration of the payments made and the employee's covered
earnings. Any contractor that hires workers who are entitled to compulsory benefits must set up or enter
a pension fund registered in the registry of occupational pension schemes (Art. 11 BVG, 1985). For this
reason, the 2nd pillar is based on employer responsibility (correct insurance coverage in the occupational
pension plan (BVG)) and can be mandatory or voluntary, depending on the work situation. The group
of persons subject to compulsory insurance under the BVG refers to all employees who have exceeded
the age of 17, are insured under the 1st pillar and receive an annual salary of more than CHF 21’330
(until 2020) and CHF 21’510 (from 2021) (Art. 2, Abs. 1 and Art. 5 BVG, 1985).
The obligation to contribute to the occupational pension scheme does not apply to specific groups of
persons if, among other things, their annual income is less than CHF 21’510 or CHF 1’792.50 per month
(from 2021) (Art. 2, Abs. 1 BVG, 1985), if they have a fixed-term employment contract of fewer than
3 months, if there is no obligation for the employer to contribute in favor of the employees or if they are
at least 70% disabled within the meaning of the IV (Art. 22, Abs. 3b BVG, 1985). On the other hand,
self-employed persons or non-insured persons of the aforementioned group of persons can voluntarily
take out insurance with the competent association compensation fund or with the supplementary
institution (Art. 4 BVG, 1985). Self-employed persons pay the entire contribution themselves (Art. 4
BVG, 1985). In addition to the fixed contributions from earned income, insured persons can make
voluntary contributions to the to the pension fund, which are tax-deductible and therefore particularly
attractive for persons with a high income.
The former is the contributory wages, which are between the minimum rate (minimum BVG mandatory)
of CHF 21’330 (until 2020) and CHF 21’510 (from 2021) and the maximum qualifying annual salary
(maximum BVG mandatory) of CHF 85’320 (until 2020) and CHF 86’040 (from 2021), which
corresponds to three times the maximum AHV annual pension of CHF 2’390 by 2021. The
supplementary part is defined as the benefit that exceeds the maximum eligible annual salary of CHF
85’320 (until 2020) and CHF 86’040 (from 2021) and is allocated to the pension fund as a voluntary
benefit. Most pension funds also insure income above the maximum qualifying annual salary up to the
legal threshold of CHF 86,040, or they apply higher contribution rates than the legal minimum. Pension
funds are also free to set the interest rate in the supplementary part. Many pension funds apply lower
income thresholds for part-time workers. Unfortunately, there are no official statistics on average
contribution rates or interest rates. The coverage ratio of occupational pensions is 49% (Kuhn, 2020).
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In the case of the compulsory contribution to the 2nd pillar, the contribution amount varies depending on
the relevant annual income. As already mentioned, the relevant annual income (minimum BVG
mandatory) from CHF 21’510 (from 2021) serves as the starting point for the obligation to contribute.
However, this annual income (gross) only serves as the basis for calculating the contribution amount. A
coordination deduction of CHF 25’095 (2021) is duly deducted from the respective relevant annual
income, which coordinates the pensions of the 1st and 2nd pillar. This ultimately ensures that the pension
fund only levies contributions on those parts of the salary for which the 1st pillar does not already pay
benefits. Accordingly, it can be avoided that the salary component of the AHV pension is insured twice.
The amount of the coordination deduction is 7/8 of the maximum AHV pension (CHF 2’390 * 12 =
CHF 28’680), i.e. CHF 25’095 in 2021. If the coordination salary is deducted from the relevant annual
salary (gross), this results in the so-called coordinated salary. However, the lower limit of the
contribution amount is decisive here. Between the gross annual salary of CHF 21’330 (minimum BVG
mandatory) and the gross annual salary of CHF 28’680, there is a minimum coordinated salary of CHF
3’585. Each additional annual salary from CHF 28’680 onwards results in a corresponding increase in
contributions up to the cap of the maximum qualifying annual salary (maximum BVG mandatory) of
CHF 86’040 (from 2021). Accordingly, the maximum coordinated salary is capped at CHF 60’945 in
2021 and does not increase with each additional annual salary share.
That coordinated salary is subject to compulsory insurance. This means that that part of the annual salary
is offset against the retirement assets with a corresponding retirement credit over the corresponding
contribution years. In other words, the retirement credits of the 2nd pillar are not all calculated based on
the last insured salary, but separately for each year. The amount of the retirement credit is age-dependent
and is determined as a percentage of the insured salary. In accordance with Art. 16 (BVG, 1985), the
contribution rates increase with age (from 7% for employees aged 25 to 34 to 18% for employees older
than 55 years of age).
The retirement assets consist of the retirement credits contributed by the employer and the employee,
the vested benefits contributed and the voluntary purchase payments including interest, whereas a
minimum interest rate is stipulated by the Federal Council. The retirement credits are financed jointly
by the employee and the employer and credited annually to the retirement account of the insured person.
For the final calculation of the amount of the annual pension of the 2nd pillar, the conversion rate of 6.8%
is applied to the calculated retirement assets (Art. 14 BVG, 1985). This conversion rate has continuously
decreased over the past year. In 1985, the conversion rate (then 7.2%) was chosen together with the oldage credit in such a way that the constitutional benefit target (approx. 60%) is achieved, taking into
account the interest on the old-age credits and the salary increase. The so-called "golden rule" that the
interest rate and the salary increase are in the same measure was assumed at that time in order to set the
conversion rate at 7.2% and the corresponding retirement credits. According to BSV (2010), however,
this assumption is no longer realistic, since measured against the minimum interest rate of 2% (2010),
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the interest on retirement credits (an average of 2.3% per year since 1985 to 2008) exceeded the nominal
salary increase of an average of 2.3% per year. With the current BVG minimum interest rate of 1%,
which was again left unchanged by the Federal Council at the end of 2020, the level of the conversion
rate of 6.8% will continue to lead to discussions.
In case of divorce, the pension fund assets acquired during the marriage up to the time of the initiation
of the divorce proceedings are equalized (Art. 122 ZGB, 1912). For this purpose, the termination benefit
for each spouse (what would be received if the assets were paid out in cash) is determined at the time of
marriage and the initiation of divorce proceedings. Interest is added to the credit balance at the time of
marriage. The difference between the two withdrawal benefits is the pension credit balance saved by
each spouse during the marriage (Art. 22a FZG, 2000). In the event of divorce, each spouse is entitled
to half of the credit balance accumulated jointly during the marriage. The court orders the pension funds
involved (or one of them) to make the settlement.
In case of death, the surviving spouse is entitled to a widow's or widower's pension if he or she meets
one of the following two conditions at the time of the spouse's death:
-

he/she must be responsible for the support of at least one child;

-

he/she must be at least 45 years old and have been married for at least 5 years.

The amount of the BVG minimum pension is 60% of the retirement pension or the entire IV pension.
The surviving spouse who does not meet any of the requirements as mentioned above is entitled to a
one-off settlement amounting to three annual pensions.

1.1.3

The Third Pillar: Private pension

The 3rd pillar, private pension provision, aims to cover additional individual needs. It is voluntary and is
intended to reduce or close gaps in pension provision from the 1st and 2nd pillars. This involves payments
either into a predefined bank account or into a life insurance policy by employed persons. Accordingly,
the goal is to build up an additional privately saved pension by the time of retirement, which can be
deducted from annual taxable income up to a maximum amount of CHF 6’883 (The maximum annual
pension payment applies for 2021). The saving is based on the principle of the savings bank. The saved
amount is increased by the regular payments and the interest and is distributed with the final value. In
general, the blocking of savings remains until retirement, but amounts can be withdrawn early under
certain exceptions. The use of the privately saved pension is freely available to the recipient from
retirement. The 3rd pillar comprises all private savings and voluntary old-age insurance policies.
Regarding life insurances, a distinction can be made between whole life insurance policies (endowment
and annuity policies) and term life insurance policies which last for a certain period of time and pays
the death benefit only if the policyholder dies during that time.
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1.2 The sociopolitical benefit objective of the Swiss pension system
The sociopolitical benefit objective of the Swiss pension system is to enable the "continuation of the
accustomed standard of living" (Art. 113 (2) BV, 2000), whereby the "accustomed standard of living"
is defined by the replacement ratio. In doing so, the replacement ratio refers to the pension amount as a
percentage of the last gross salary (AHV salary), which is targeted by the Federal Council at 60%.
Figure 1 illustrates the relationship between the annual retirement benefit and the average annual lifetime
income, whereby an uninterrupted working career of 44 years is assumed and by computing the 2nd pillar
pension income (compulsory part) a conversion rate of 6.8% is applied.
Figure 1 Amount of annual retirement benefit/pension per given annual income in CHF for a 60%
replacement ratio

Source: own computations.

Figure 1 illustrates the degressive character of the 1st pillar (red area), since the replacement rate from
the 1st pillar decreases with increasing wages. Thus, for wages below CHF 31’000, the benefit target of
60% is already met by the 1st pillar pension alone. However, for wages above CHF 96’078, the 1st pillar
pension covers only 30% of the last gross wage. 3 In order to achieve a constant coverage of 60% from
the 1st pillar and the compulsory 2nd pillar, the insured salary for the 2nd pillar is coordinated, i.e. reduced
Above an annual income of 86,040 (cap for 1st and 2nd pillar), the percentage of the 1st pillar is only 55% of
the pension target of 60%. Above 96,078, it falls below the 50% limit. Compared to the relevant annual
income, the 1st pillar can still cover 33% of the relevant annual income/the last gross salary at 86,040 (cap for
1st and 2nd pillar) and 30% from 96,078.
3
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by a fixed amount compared to the salary subject to the 1st pillar pension. Hence, the 1st pillar and
compulsory 2nd pillar pension income achieve within the min. and max. contribution threshold of the
2nd pillar a replacement ratio of about 60% (cf. red and blue area). From the maximum insured
compulsory 2nd pillar pension income salary of CHF 86’040, the replacement rate from the compulsory
2nd pillar pension decreases, since the compulsory 2nd pillar pension does not increase further.
With regard to the risk-of-poverty threshold, which is CHF 30’045 for a one-person household as
defined by the Swiss Federal Statistical Office (BFS, 2021b), it becomes apparent that an average annual
income below CHF 38’700 leads to a pension income below the at-risk-of-poverty threshold. 4
According to the Swiss Federal Statistical Office (BFS, 2021a, p. 2), in 2019 the at-risk-of-poverty
threshold applied to 16% of the Swiss population. In absolute numbers, according to the BSV (2021a),
this would result in 1’376’624 Swiss citizens affected by this at-risk-of-poverty threshold, based on the
population size in 2019 (8’603’900).

Always provided that the full contribution obligation is fulfilled, no contribution gaps occur or other reasons of
a reduction arise.
4
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2

Current reform discussions

Demographic change requires consolidation in the area of old-age and survivors' insurance (1st pillar) as
well as in occupational pension provision (2nd pillar). In order to ensure the sustainability of the social
security systems, two reform proposals are currently being discussed.
2.1 Reform of the 1st pillar - OASI 21 reform proposal
The OASI 21 reform proposal aims to secure the financial equilibrium of the OASI until 2030 and to
maintain the benefit level of the old-age pension system. The financial situation of the OASI has been
deteriorating for more than ten years. Since 2014, wage contributions and contributions from the public
sector have no longer been sufficient to finance current OASI pensions. In 2019, the pay-as-you-go
deficit - the difference between revenues and expenditures - was CHF 1.17 billion. This situation will
worsen with the retirement of the baby boomers.
With OASI 21, the Federal Council is proposing measures on the expenditure side, such as raising the
retirement age to 65 for women. On the one hand, but also additional revenue, such as an increase in
value-added tax, which is to be used to cover the apportionment deficit of the 1st pillar.
The following points are discussed:
- Raising the statutory retirement age for women from 64 to 65. This would mean that the
retirement age for men and women would be the same. This proposal is to be accompanied by
compensatory measures, which can be claimed by women who are particularly affected by the
increase in the retirement age.
- The time of retirement is to be made more flexible: Between the ages of 62 and 70, it should
be possible to draw all or part of the OASI pension. The possibility of early withdrawal and
deferral of part of the pension is also to be anchored in occupational pension plans. Those who
continue to work beyond the reference age should be able to improve their later OASI retirement
pension with contributions paid from the reference age and close contribution gaps. Smaller
incomes should continue to be exempt from contributions (monthly allowance of CHF 1’400).
2.2 Reform of occupational pension provision (BVG 21)
Switzerland's social security network is solid, but there has been increased pressure on occupational
pension plans for some time, especially on the long-term financing of pensions. The reasons are varied
and complex, but the two main drivers of rising life expectancy and low interest rates can be clearly
identified (BSV, 2020c). As a result, on November 25, 2020, the Federal Council sought to submit a
corresponding proposal (OASI Reform 21) to parliament. Since the rejection of the “2020 pension
reform” in 2017, the Federal Council has received support in the drafting of the proposal from the Swiss
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Employers' Association (Schweizerischen Arbeitgeberverband - SAV), the Swiss Federation of Trade
Unions (Schweizerischen Gewerkschaftsbund - SGB) and Travail.Suisse. Those social partners have
already submitted their initial proposals to the Federal Council in 2019, which serve as the basis for the
OASI Reform 21 presented by the Federal Council (Müller-Brunner, 2019). The proposal of the Federal
Council (OASI Reform 21) focuses on securing long-term financing of pensions, maintaining the
pension level and improving pension provision for lower incomes. Specifically, the following changes
are planned (BSV, 2020c):
-

Securing funding: lowering the minimum conversion rate.
The current financial market situation cannot guarantee an expected average return of approx.
5% at the current minimum conversion rate of 1% in the long term. Consequently, the minimum
conversion rate is to be reduced from 6.8% to 6% (BSV, 2020c, p. 59).

-

Preservation of the pension level: compensatory measures
With the new lower minimum conversion rate, a compensatory measure to ensure the mandatory
benefit level is unavoidable. Consequently, a combination of changes in the coordination
deduction, the rates of the old-age credit and a solidarity-financed pension supplement for future
pensioners is envisaged. According to BSV (2020c, p. 2), the following measures are intended
to secure the benefit level across all incomes, but also to improve the situation for people with
lower incomes, part-time employees and multiple employees even immediately. Consequently,
the situation for women is to be improved the most.

-

Coordination deduction
The BSV reform 21 provides for a halving of the coordination deduction from the current CHF
25’095 (7/8 of the maximum AHV retirement pension in 2021: CHF 28’680) to CHF 12’548
(BSV, 2020, p. 58). The effect is thus particularly noticeable for lower annual salaries (including
part-time and especially women).

-

Old-age credit
In the case of the old-age credit rates, a different division is proposed for attribution: 9% for the
age group 25 to 44 years and 14% from 45 years (BSV, 2020c, p. 59). The reduction to two age
categories and the increase for older workers is intended to eliminate the age disadvantage.

-

Pension supplement
Regardless of their BVG retirement pension, pensioners are to receive a pension supplement of
CHF 200 per month if they retire in the first five years after the reform comes into force. CHF
150 is planned for transition years 6-10 and CHF 100 for transition years 11-15 (BSV, 2020c,
p. 60) continued. Subsequently, the Swiss Federal Council is to determine the pension
supplement per calendar year on an ongoing basis. Accordingly, the beneficiaries will be insured
persons with low and medium incomes, part-time employees and, in particular, women.

16

2.2.1

Static simulation of the second pillar reform proposal

In order to show possible relations between the changes in the individual factors, as referred in the BVG
Reform 21, a static approach of a sample calculation is applied in the following. The static simulation,
since it focuses on selected cases, can be used to show the effect of varying the coordination deduction
and the strength of the interest effect. However, in contrast to the dynamic model, corresponding wage
increases and price developments are therefore neglected for the time being. Also, the pension
supplement of the OASI Reform is not taken into account for the time being, since the pension
supplement is paid regardless of the amount of the second pillar old-age pension. The starting point is a
working career of 40 years5, a conversion rate of 6.8% and the corresponding Old-age credit/retirement
credits as a percentage of the insured salary.
Table 1 reports the 2nd pillar annual pension income in relation to different wage levels. Due to the static
approach, the significant increase in the pension income of the 2nd pillar due to the higher annual salary
can be seen in table 2. Consequently, a tripling of the annual salary from CHF 28’680 to CHF 86’040
leads to a significant increase of 1600% in the annual pension income at retirement, taking into account
the model assumption. The reason for this is the significant accumulation of saved pension capital over
the contribution period of 40 years. The time effect is once again impressively illustrated here. The linear
increase of the annual pension benefit in the 2nd pillar from the threshold value of CHF 28’680 up to the
maximum insurable salary of CHF 86’040 can also be seen in Figure 1. Here, each additional annual
income plays a decisive role in the development of the annual pension advantage at retirement. Income
above the maximum insurable salary of CHF 86’040 does not contribute to any change for the 1st pillar
(AHV) and 2nd pillar (compulsory part).
Table 1: Listing of the annual pension (2nd pillar) depending on different wages

Source: Own calculations.

5

As the contribution period for the second pillar starts at the age of 25 and is therefore 40 years.
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In conclusion, also considering the static approach, an annual gross income of CHF 30’045 leads to a
significantly lower annual pension below the at-risk-of-poverty threshold. However, with an annual
pension of about CHF 24’000 based on the assumed gross income at the at-risk-of-poverty threshold,
the respective pensioner would have to rely on supplementary benefits or other financial support in order
to be able to overcome the at-risk-of-poverty threshold at least in retirement.
Table 2 and Table 3 compare the pension reforms of the past and its impact of the 2nd pillar pension
entitlements. Whereas Table 2 focuses on the lower threshold, reports Table 3 the impact on pension
income at the upper threshold.
The OASI Reform 2021 has, apart from the disregard of the pension supplement and considering the
static aspect of the model, a clear change for lower income classes. For an annual income of CHF 28’680,
the changes in the halved coordination deduction, the reduced conversion rate and the new breakdown
of the retirement credit as a percentage of the insured salary would lead to a significant increase in the
annual pension credit. This 265% increase represents an absolute increase of CHF 3’233.67 in the annual
pension credit, which would thus be additionally available each year. A closer look reveals the decisive
factor in the OASI Reform 2021: The halving of the coordination deduction has its primary effect on
lower incomes.
Table 2 Listing of the annual pension (2nd pillar) with an annual wage of CHF 28’680.- depending on
the modified factor (1. OASI Reform 2015 vs. BVG 2020 vs. OASI Reform 21)

Source: Own calculations.

The examination in higher wage classes supports this statement. If the annual salary is again assumed
to triple, the maximum insurable salary of CHF 86’040 also increases the accumulated retirement capital
from CHF 304’725 to CHF 338’065. However, in contrast to lower salary classes (at CHF 28’680: from
CHF 17’925 to CHF 74’209), the change is not to the same extent in absolute terms. The change in the
conversion rate from the former 6.8% to 6% compensates a part of the effect of the increased annual
pension credit, but this happens on all salary classes to the same percentage extent. The last significant
effect of the OASI Reform 2021 is the adjustment of the retirement credit. A small graduation for
incomes at a lower age is intended to reduce the contribution differences between younger and older
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insured persons. Consequently, this change also has a balancing effect on the halved coordination
deduction and even leads to a reduction in the annual pension credit for higher incomes.
Table 3 Listing of the annual pension (2nd pillar) with an annual wage of CHF 86’040.- depending on
the modified factor (1. OASI Reform 2015 vs. BVG 2020 vs. OASI Reform 21)

Source: Own calculations.
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3

Methodology

3.1 Database: The Swiss SILC dataset
The SILC survey (EU-SILC) at the European level was launched in 2003. However, Switzerland did
not join the survey project until 2007. Accordingly, the Swiss Statistics on Income and Living
Conditions (SILC) data set has been collected on behalf of the Federal Statistical Office (FSO) since
2007. This survey aims to record Swiss householders' income and living conditions through a broad
range of questions. Through those social and economic recorded living conditions, statements on the
interrelations between influencing factors can be made.
The data structures include longitudinal data, which captures variations in observation over time, and
cross-sectional data, which captures observation for a specific given point in time. The sample size of
the Swiss SILC dataset is approximately 7’000 households, representing the equivalent of approximately
15’000 individuals (BFS, 2020b, pp. 1–2). SILC-2018 refers to the current dataset, which will be
renewed in 2021 by the next available version SILC-2019. The methodology of the SILC survey is a
simple telephone survey of households, which are randomly sampled. The sample register of the BFS,
which is compiled based on the Swiss municipalities and cantons' official population registers, is the
basis for the selection. The survey participants are interviewed by the BFS over a period of several years,
thus enabling the two data structures of cross-sectional and longitudinal data and fundamentally
allowing the recording and investigation of crucial different life stages among the participating persons.
The survey uses the permanent resident population in private households as the primary population and
survey unit. This includes persons without a permanent residence who live together with at least one
other permanent resident person due to their living circumstances. However, the SILC data excludes
people living in collective households, notably older people in care homes. As those persons consist
mainly of the oldest old and women are in the majority, it affects the estimated GPG. Since older people,
especially women, receive on average a lower pension, due to their employment history and as they
receive a survivor pension, the GPG will be a bit smaller among pensioners living in care homes than
that of other retired women. In the survey on work, education and health, persons are only interviewed
from the age of 16, as they are entitled to take up work in Switzerland under the Youth Employment
Protection Act.
The survey includes demographic characteristics, data points on income, social exclusion, housing
situation (housing type, housing conditions, housing costs), education, employment, health (health
status, access to health care), values and satisfaction with living conditions, trust in institutions, sense
of security, social relationships, and childcare. Thus, questions on income distribution, satisfaction level
of care for children can be answered or the assessment of living conditions in different age structures
can be made possible.
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The legal basis for the SILC survey is provided by the federal statistics laws and ordinances of the
Federal Statistical Office (BFS; Bundesamt für Statistik), which upholds the strict basic principles of
data protection. Inferences about the persons based on the collected data are not possible since the
collection of personal information (names, addresses and telephone numbers) is done in separate data
sets and deleted after the survey. Thus, the SILC data set consists exclusively of the data characteristics
already mentioned above (income, age, etc.) and does not allow any conclusions drawn about individual
households or persons' circumstances.

3.2 Setup of the dynamic microsimulation model
The projections are modeled by MIDAS-CH, which is a dynamic microsimulation model with dynamic
cross-sectional ageing. The base is the CH-SILC dataset, which is a cross-sectional dataset representing
the Swiss population in the year 2018. This is different as e.g. in the Belgian microsimulation model,
which is based on retrospective panel data (Dekkers and van den Bosch, 2021).
Based on the cross-sectional dataset, the model simulates the life spans of the existing and newborn
individuals, including interactions, such as marriage and divorce, family formation and resolution, for
the years between 2018 and 2070. A special focus is laid on labour market participation, as employment,
but also interruptions and reductions in employment, significantly determine pension income. In doing
so, MIDAS-CH covers employees and self-employed pensions. Beyond this, MIDAS-CH covers
unemployment benefits and thematic leaves, such as childcare leaves. As however, the dataset contains
no information about care activities, care credits are not included in the model. In addition to labour
income, social benefits are also modeled.
Figure 2: Conversion of earned income and credits to pension income

Source: Own calculations.
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For the second pillar, only compulsory pension income is modeled. Here, the retirement assets and the
current annual contributions are compounded in accordance with the minimum conversion rate. The
retirement assets determined in this way are converted into pension assets at retirement in accordance
with the statutory conversion rate. In the base scenario, it is assumed that the conversion rate decreases
over time (to 5.2% in 2070). In the constant scenario, on the other hand, the conversion rate is left at the
current level (6.8%) over the simulation period. Thus, when interpreting the results, it should be noted
that the variation of the conversion rate has a major impact on the second pillar pension income and thus
also on the GPG. In general, the higher the assumed conversion rate, the higher the GPG, since men on
average have higher retirement savings. The effect of the minimum interest rate is similar. The higher it
is, the more capital can be accumulated in the course of working life, and the greater the differences in
pension income among the genders at retirement age.
At the time of retirement, pensioners can choose between capital withdrawal and annuitization of their
occupational pension entitlements. Bütler and Ramsden (2016) find that the choice between capital
withdrawal and annuitization is influenced by life expectancy, future income, tax rates and individual
preferences. In the microsimulation model it is assumed, that all pensioners choose annuitization of their
occupational pension entitlements, which makes the pension incomes comparable. However, with
regard of the comparison of the GPG derived from the SILC-data and the microsimulation results, it has
to be kept in mind, that the SILC data reports pension income (and not a hypothetical pension income
without capital withdrawal), and the microsimulation reports pension income without capital
withdrawal. Those differences are substantial, since at retirement, 48% chose annuities, 33% capital and
19% a combination of capital and yearly pensions. With regard to gender differences, women more often
received only a yearly pension (53%) than men (44%). In contrast, men more often received both a
withdrawal and annuitisation (24% vs. 13% for women) (BFS, 2020a). These differences in withdrawal
behaviour could lead to an apparent reduction in the GPG, since the higher share of lump-sum
withdrawals among men means that they receive a lower second pillar pension in later years.
To assure that the simulations are consistent with exogenous semi-aggregate projections and
assumptions, MIDAS-CH has an extensive alignment procedure. The alignment methodology used is
called “alignment by sorting”. This method has the advantage over Monte Carlo (MC) simulation that
more information can be used and that the resulting proportions will be closer to the target proportions
than MC simulations. Dekkers, Inagaki, and Desmet (2012) illustrate the benefit of "alignment by
sorting" using mortality as an example. If the death of a man is modelled with an MC simulation, then
a random number between zero and one is drawn from a uniform distribution. If this number is lower
than the exogenous mortality rate of males of that specific age (which by itself can be the result of a
logistic regression or a deterministic number), the individual “dies”, otherwise the event takes not place
and the individual remains “alive”. In doing so, the a-priori risk of death is the same for all males of that
age, and the MC simulation procedure decides for which individuals in the dataset the event of death
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actually takes place. In contrast to this, the “alignment by sorting” procedure ranks the male individuals
of that specific age according to their risk of dying, whereas this ranking can be deterministic or the
result of a logistic regression. In the second step, the alignment procedure takes the first x%, where x is
an exogenous deterministic mortality rate, and marks them for death. Hence, in contrast to MC
simulation, each individual can be assigned an individual a priori risk and the overall result can be
aligned to the target proportions.
To take advantage of a particularly broad information base and ensure consistency with forecasted target
proportions, the following states were modelled using an "alignment by sorting" process: mortality (by
age, gender, and year of simulation); fertility (by age, gender, and year of simulation); employment rate
(by gender, and year of simulation); part-time employment (by gender, extend of part-time employment,
and year of simulation); and unemployment rate (by age classes, gender, and year of simulation).
Although the proportion of retired individuals is not aligned, the number of retired individuals is
“indirectly” aligned, since these are residual states, as employment and unemployment. For individuals
younger than 60, the ‘other inactive’ state is the residual state (Dekkers, et al. ,2012).
In addition to the alignment of the states, the consistency with the macroeconomic forecasts is achieved
through the inclusion of the assumptions regarding the development of aggregate earnings (through
‘monetary alignment’, the aggregate of the simulated micro-level earnings is aligned with the growth
rate of productivity to gender) and the social policy hypothesis pertaining to the relation between the
growth rate of inflation and wages and social security benefits. By flanking the alignment of states with
the alignment of macroeconomic forecasts, the results of the dynamic microsimulation model MIDASCH reflect the impact of macroeconomic projections as well as the assumptions underlying the
alignment process.
The projections of the dynamic model rely on socio-economic scenarios about labour market
participation rates, wage growth and other macroeconomic forecasts. In contrast to the other country
reports of the working group, which based their projections on the EU's Ageing Working Group (AWG)
and reported in the Ageing Report (European Commission, 2018), separate projects were used, as the
EU AWG does not produce projections for Switzerland. In order to develop scenarios based on agreed
assumptions and methods, the scenarios used are based on projections from official agencies, such as
the Swiss Federal Statistical Office. Thus, the baseline scenario is based on official projections, and
individual projections are adapted in the variants to the baseline scenario.
The next section describes the base scenario and the underlying sources and assumptions. In the
following, we specify the variant simulations. According to Dekkers and van den Bosch (2021) these
variants consist of a «constant variant», where relevant socio-economic variables are kept constant, and
an «equality variant», where equality between women and men regarding relevant socio-economic
variables is imposed.
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In order to model a reference scenario, official forecasts and projections are used to assure, that the
reference scenario is based on agreed assumptions and methods. The forecasted data is aligned according
to projections of the following socioeconomic variables:
-

Population trends, deaths, births (according to the reference scenario A-00-2020, BFS (2020d))

-

Labour market participation rates by gender and age group

-

Unemployment by gender and age group

-

Hours worked: Regarding hours worked, the following assumptions are made: i) total amount
of hours worked per person (in 2018) are kept constant by gender and type of work (part-time
versus full time); and ii) the part-time share of total work by gender is kept constant over the
entire projection period

-

Growth rate of labour productivity per hour, which is assumed to be (in the long term) equal to
the growth of the hourly wage.

The age groups distinguished in the report are: 15-24, 25-54 and 55-74.
A possible extension of the model would be to include migration. This may affect the GPG, as there are
considerable differences among immigrants to Switzerland in terms of educational background,
occupational situation, age, migration status and country of origin. Moreover, it is evident that
integration into the labor market is rapid but not fully successful, and that households with a migration
background have lower incomes and assets. Furthermore, immigrants may have fewer contribution years
to the pension systems, if they enter the Swiss labour market at a later stage of their professional career.
As contribution gaps result in lower pension incomes, it would be important to analyze those aspects.
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Table 4: Overview of the data sources for alignment tables
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4

Base results

The GPG is often defined as one minus the ratio of average pensions of women and men. In a general
form it can be expressed as 1 −

𝑙𝑙(𝑥𝑥)𝑓𝑓

𝑙𝑙(𝑥𝑥)𝑚𝑚

. According to the Eurostat definition of the GPG, pension income

includes gross retirement pensions, gross survival pensions as well as the means-tested supplementary
benefits for the elderly. People with zero pensions, as well as everyone below age 65 are excluded from
the calculation.

In addition to this general definition of the GPG, there are numerous variants that can be distinguished
on the basis of four dimensions (G Dekkers & van den Bosch, 2021). First, the underlying definition of
pension income can be restricted on retirement pensions (covering all pillars), both old-age and
survivors’ pensions, and exclude the means-tested “guaranteed minimum income” (denoted SB) for the
elderly.
Second, zero-pension values could be excluded. This exclusion is based on the assumption, that people
who do not have a retirement benefit (i.e. equal to 0) are not retired. However, in some cases, especially
if coverage gaps occur, it may be interesting to compare the GPG with and without zero-pension values.
Hence, the GPG including zero-pensions can be interpreted as a combination of the standard GPG and
the gender pension coverage gap, which measures the extent to which women have their own
independent access to pension system benefits (European Commission, 2018, p. 71) contrast to the other
reports of the project, we do not analyze zero-pension income in our analysis. Since persons who are
not gainfully employed must also contribute to the OASI, there are almost no persons in Switzerland
who do not have OASI pension entitlements, which has the consequence that the coverage gap is close
to zero in Switzerland and zero-pension income is very rare (i.e. women have the same access to pension
income as men). However, this is in contrast to second pillar pension income, where the coverage ratio
is 49% (Kuhn, 2020). This would argue for examining zero-pensions as well. However, since the sum
of both pension incomes is also considered, where there is again a coverage gap of almost zero, zero
pensions are also included when analyzing the GPG of the sum of first and second pillar pensions.
Third, the GPG can be calculated by using a measure of location, such as percentiles or deciles. In this
report, we focus on the GPG at the mean and the 25th percentile. Fourth, the GPG can be derived
separately for age groups., the group of pensioners aged and 65-74 and 75+, as the composition of
pensioners changes over time (women have a higher life expectancy) and with this change the types of
pension income (old-age and survivors’ pensions). As however an increasing share of women have built
up a significant own retirement pension, the share of women with only a survivor pension is near to
extinction in 2070.
Finally, it is interesting to analyze the GPG of people in the year when they retire, as this reflects the
pure differences of a cohort (apart from early retirees). Since 44 years of contributions are required for
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a full pension in the Swiss pension system, full careers are estimated for 2062 (2018+44, retirement in
2062) and beyond (at retirement, 65-74 with pension).
4.1 Overview
Table 5 gives an overview of the projection results, where the GPG is evaluated at the mean of various
pension concepts. With regard to first-pillar pension income, it is noticeable that there are almost no
gender differences in pension income in 2018, but these increase in 2070. This is possibly due to the
ceiling effect for spousal pensions, which is discussed in section 4.2.
Table 5: Base results: Overview of the projected indicators of the GPG at mean

A. first pillar pensions
All 65+ with pension
65-74 with pension
75+ with pensions
At retirement

status quo
2018

base results
2062
2070

-0.017
-0.038
0.052
0.056

n.a.
n.a.
n.a.
0.141

n.a.
0.080
n.a.
0.134

B. second pillar pensions
All 65+ with pension
65-74 with pension
75+ with pensions
At retirement

0.588
0.583
0.585
0.425

n.a.
n.a.
n.a.
0.388

n.a.
0.410
n.a.
0.331

C. first and second pillar pensions
All 65+ with pension
65-74 with pension
75+ with pensions
At retirement

0.316
0.291
0.311
0.258

n.a.
n.a.
n.a.
0.257

n.a.
0.240
n.a.
0.230

D. pensions and SB
All 65+ with pension
65-74 with pension
75+ with pensions
At retirement

0.309
0.288
0.300
0.255

n.a.
n.a.
n.a.
0.240

n.a.
0.222
n.a.
0.231

Notes:
Second pillar pensions include only compulsory pensions (no supplementary pensions).
SB: supplementary benefits.
Source: SILC (2018) and MIDAS-CH projections.

For the compulsory second pillar pension income, the earnings gap and differences in labour market
participation rates directly translate into differences in pension income. Due to the increasing labour
market participation of women and lower wage differentials, the GPG for the 65-74 decreases from
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about 60% in 2018 to about 40% in 2070. This reduction in the GPG for the second pillar also leads to
a reduction in the GPG of total pension income, which decreases at retirement from 26% to 23%.
Since in the basic model it is assumed that the conversion rate will fall to 5.2% by 2070, the pension
income from the second pillar will be 23.5% lower than today, when a conversion rate of 6.8% applies. 6
Thus, when interpreting the results, it should be noted that the variation of the conversion rate has a
major impact on the second pillar pension income and thus also on the GPG of the sum of pension
incomes, which is discussed in section 4.3. In order to show the effect of the conversion rate, the
conversion rate is not changed in the constant scenario and is left at the current level of 6.8% (see section
5.1).

4.2 Impact of ceiling for household pensions
Among married couples residing in Switzerland, where both spouses receive a retirement pension, the
pensions are capped at 150% of the maximum pensions, which affected around 88% of married couples
in 2019 (BSV, 2020a). Since spouses' pensions are reduced proportionally, the larger the differences in
reduced spouses' pensions, the more significant the differences in pension income were before the
reduction. As however the ceiling is only applied if both spouses are retired, the ceiling may affect the
pension income of men later in life, as the women are on average younger than the men. Hence, if the
husband is older and retires, he receives at the time of retirement an uncapped pension. If the wife retires
later, her pension income will be capped, as than both spouses are retired and the ceiling rule applies.
Thus, the pension amount not only depends on the employment history but is also significantly
determined by the marital status. If only the monthly retirement pensions of married persons without a
partner entitled to a pension (i.e. without a ceiling) are considered, the average pension of men in 2019
is CHF 2012 and that of women CHF 1’518, which corresponds to a GPG of 0.246. This gap is
significantly larger than for other marital statuses (see Table 6).
Table 6: Average pension income of spouses (all pensioners)
2019 – GPG
2070 – GPG

single
-0.014
0.050

married
0.249
0.103

widowed
0.019
0.005

divorced
0.022
0.031

Source: AHV-Statistik 2019 and MIDAS-CH projections.

Table 7 reports the average pension income of spouses at retirement age in 2070. In case of uncapped
pension income, the GPG is about 12%, and hence at a significant lower level than that of 2019. If

6

1-5.2/6.8=0.235.
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however the ceiled pension incomes are considered, the GPG amounts to 28%. Hence, the GPG is higher
for spouses which receive ceiled pension incomes.
Table 7: Average pension income of spouses at retirement age (projections for 2070)
Pension income - without ceiling
Pension income - with ceiling

Women
29’236
23’739

Men
33’329
33’134

Total
31’599
29’164

GPG
0.123
0.284

Source: SILC (2018) and MIDAS-CH projections.

As more married couples are allowed to spend more years together at retirement age due to rising life
expectancy, the relative share of retirees with ceiled pensions increases. Since the GPG is larger for
ceiled pensions than for uncapped pensions, the increasing share of spouses among retirees leads to an
increasing GPG. Graph 1 illustrates the relative share of the different civil states in 2018 and 2019,
whereas civil state 2 denotes married persons.
Graph 1: Civilstate across agegroups
2018

2070

Source: SILC (2018) and MIDAS-CH projections

4.3 Impact of the minimum conversion rate
The retirement pension of the second pillar (BVG compulsory) is calculated as a percentage of the
retirement assets that the insured persons have saved upon reaching retirement age. 7 The conversion rate
is the percentage at which an insured person's retirement assets are converted into a life annuity. Its
amount depends on the technical interest rate and the average life expectancy according to the applied
technical bases.

For example, for a retirement savings of 100’000 Swiss francs, one receives an annual pension of 6’800 Swiss
francs upon reaching the regular retirement age with a conversion rate of 6.8%.
7
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This conversion rate has been 7.2% since the BVG came into force in 1985. Since the average life
expectancy of pensioners has increased since then, which means that more annual pensions have to be
paid out per pensioner on average, the conversion rate had to be reduced. E.g. in 1980, the remaining
life expectancy of a 65-year-old man was calculated at 15.3 years. In 2005, the life expectancy of a 65year-old was 18.2 years, which means that the accumulated retirement assets must last almost three
years longer. Hence, the 1st BVG revision in 2003 reduced the conversion rate from 7.1% (men) and
7.2% (women) to a uniform 6.8% by 2014.
In addition to life expectancy, which determines the period of expected pension payments, the technical
interest rate (actuarial interest rate) is a second decisive factor. The technical interest rate refers to the
interest rate used by the pension fund to discount or determine the present value of future pension
payments. It serves as a calculation assumption about high the life-long interest on the capital set aside
for pension payments can be. In other words, it is the interest rate that the pension fund must earn
annually on the actuarial reserve of current pension beneficiaries in order to ensure that the promised
benefits are covered by the set aside capital without redistribution.
The reduction in the conversion rate provided for in the 1st BVG revision is based on an expected return
of 4.5% and a technical interest rate of 4%. The minimum conversion rate of 6.4% as of 2011 is based
on a return expectation of 3.85% and a technical interest rate of 3.35%.
Life expectancy and expected returns are therefore decisive for the amount of the retirement pension,
which is owed for life. The higher the life expectancy and the lower the technical interest rate, the lower
the conversion rate and the pension.
Since the remaining life expectancy of a 65-year-old in 2008 is 18,9 years in 2018 and will increase for
men and women born in 2017 up to an average of 28 and 30 years (BFS, 2017), it is assumed, that the
future conversion rate is going to decline. This assumption is reinforced by the persistently low level of
interest rates, which will be reflected in a lower technical interest rate in the future. For this reason, the
base model assumes that the conversion rate will fall to 5.2% in 2070, which corresponds to an
underlying technical interest rate of 3.0%, given the assumed life expectancies.
With regard to the compulsory second pillar pension, the reduction of the conversion factor will reduce
the second pillar pension income significantly. A reduction of the conversion factor from 6.8% (status
quo) to 5.2% (as assumed for 2070), will reduce the pension income by 23, 5% (1-5.2/6.8=0.235). As
men have on average a higher level of accumulated retirement assets, the reduction of the conversion
factor reduces the GPG significantly. In order to analyze the effect of the conversion rate on GPG, the
conversion rate is not changed in the constant scenario and is left at the current level of 6.8% (see section
5.1).
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5

Variant scenarios

In order to analyze the impact of changing labour market participation of women and men, as well as
the effect of decreasing wage differential on the GPG, we contrast several “equalised scenarios” (EQs)
to a “constant scenario” (also referred to as CO). In doing so, we contrast the “constant scenario”, in
which it is assumed, that labour market participation, unemployment rates as well as other characteristics
of the employed and the not working or inactive population remains constant at their 2021 levels, to
“equalized scenarios” (EQs), in which key socio-economic values in projection are equal for women
and men. Hence, we contrast the situation of “if nothing would change” to scenarios “if there would be
no differences between women and men”.
By contrasting the constant scenario with equalized scenarios, equalization is enforced in a technical,
rather brutal way. However, this methodological approach allows us to answer two research questions:
First, what would the evolution of the GPG look like if the above key socioeconomic variables remained
at their current levels by age group? Second, how fast or how slow would the GPG decline if these key
socioeconomic variables were the same for women and men in the future?
As the GPG is a function of past labour market behaviour of men and women (Veremchuk, 2020),
MIDAS-CH simulates the prospective development as a function of 1) the gender differential in
currently observed pension benefits; 2) the gender differentials in previous labour market behaviour of
currently active people, and 3) the gender differentials in prospective labour market behaviour of
currently active people, as well as of future entrants into the labour market (Dekkers & van den Bosch,
2021).
Although those factors determine the GPG in combination, their effects become effective in different
time frames. In doing so, the observed pension benefits in the starting dataset affect the GPG in the short
run, and loses impact when the cohorts of current pensioners die. In the middle run, the GPG is affected
by the impact of the previous labour market behaviour of currently active people. In the long run, the
GPG is affected by the prospective labour market behaviour of current active people and future entrants.
Therefore, those individuals who did not enter the labour market in the starting year because they are
still too young have only a simulated labour market history at retirement. As no information about the
retrospective employment history of the current population is available, only projections about the future
GPG could be made, which is based on full simulated employment histories.
With this approach, we do not specify the mechanisms through which equality could come about, and
we do not change any behavioural responses in the models. The equalized scenario is composed of three
sub-scenarios (sections 4.2.1- 4.2.3 below), whereas the sub-scenarios are applied one by one, in order
to see the impact of each of these (sets of) variables.
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5.1 The Constant Scenario
In the constant scenario, a constant labour market behaviour by age category is assumed. Hence, labour
market participation and unemployment rates by gender and age, as well as other distributions, both of
the employed population and of the non-active population are kept at their 2021 levels. As the age
distribution changes over time, constant rates by age category imply (slightly) changing overall rates for
the whole population at active age. Hence, the term "constant" refers not to keeping the GPG constant,
rather to keep the labour market behaviour constant.
Graph 2 illustrates the different assumptions with regard to labour market participation between the base
model (dashed lines) and the constant scenario (full lines). Since the Swiss labour market is relatively
stable and unemployment rates are low, the differences in projected unemployment rates are very small
and thus the impact on the GPG is negligible. With regard to labour market participation, in the base
model is assumed, that the overall labour market participation slightly increases, and that in 2070, the
labour market participation of women is higher than today, however still below that of men, which keeps
the GPG at a persistent level. 8
Graph 2: Comparison of base scenario with constant scenario
labour market participation (in %)
1
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Source: SILC (2018) and MIDAS-CH projections

In contrast to the assumptions of the base scenario, the conversion rate, which is used to convert an
insured person's retirement assets into a life annuity, is kept constant at the current level (6.8%). This

The base model refers to the projections of the reference scenario A-00-2020, Swiss Federal Statistical Office
(BFS, 2020c).
8
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follows the logic of the base scenario, whereas a situation of “if nothing would change” is assumed.
With regard to the GPG, the higher the conversion rate, the greater the GPG, assuming that men,
compared to women, can accumulate a higher amount of retirement assets over the course of their
working lives.
Table 8 reports the projection results for the constant scenario, where the GPG is evaluated at the mean
of various pension concepts. With regard to first-pillar pension income, the GPG in the constant scenario
is slightly above the GPG of the base scenario. The slight differences in labour market participation
between both scenario, translates into (albeit slight) differences in the first pillar GPG.
Table 8: Constant scenario: Overview of the projected indicators of the GPG at mean

A. first pillar pensions
All 65+ with pension
65-74 with pension
75+ with pensions
At retirement

status quo
2018

base results
2062
2070

constant scenario
2062
2070

-0.017
-0.038
0.052
0.056

n.a.
n.a.
n.a.
0.141

n.a.
0.080
n.a.
0.134

n.a.
n.a.
n.a.
0.155

n.a.
0.097
n.a.
0.148

B. second pillar pensions
All 65+ with pension
65-74 with pension
75+ with pensions
At retirement

0.588
0.583
0.585
0.425

n.a.
n.a.
n.a.
0.388

n.a.
0.410
n.a.
0.331

n.a.
n.a.
n.a.
0.432

n.a.
0.416
n.a.
0.404

C. first and second pillar pensions
All 65+ with pension
65-74 with pension
75+ with pensions
At retirement

0.316
0.291
0.311
0.258

n.a.
n.a.
n.a.
0.257

n.a.
0.240
n.a.
0.230

n.a.
n.a.
n.a.
0.285

n.a.
0.251
n.a.
0.272

D. pensions and SB
All 65+ with pension
65-74 with pension
75+ with pensions
At retirement

0.309
0.288
0.300
0.255

n.a.
n.a.
n.a.
0.240

n.a.
0.222
n.a.
0.231

n.a.
n.a.
n.a.
0.258

n.a.
0.222
n.a.
0.247

Notes:
Second pillar pensions include only compulsory pensions (no supplementary pensions).
SB: supplementary benefits.
Source: SILC (2018) and MIDAS-CH projections.

With regard to compulsory second pillar pension income, the lower labour market participation of
women (which is assumed in the constant scenario) leads to a smaller average pension wealth of women,
which results in a lower second pillar pension income and a higher GPG. The different conversion rates,
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which are assumed in both scenario, do not affect the second pillar pension gap, as the conversion is just
a linear transformation of the gender specific differences of the accumulated pension capital.
With regard to the GPG of the overall pension income, it reaches almost the same level as the GPG in
the status quo, which is not remarkable, as it is assumed in the constant scenario “that everything keeps
the same”. However, when comparing the results with the base scenario, which has only a slightly lower
GPG, it has to be kept in mind, that this result is driven by the slightly higher labour market participation
of women and by the lower conversion rate.
Whereas a changing conversion rate does not affect the second pillar pension gap, it affects the gap of
the sum of first and second pillar pension income. As a lower conversion rate reduces the second pillar
pension level, the relative share of second pillar pension income of total pension income decreases,
which reduces the “impact weight” of the second pillar pension GPG on the GPG of total pension
income. At time of retirement, compulsory second pillar pension income makes up about 42% (48%) of
the total pension income of women (men) in the base scenario (conversion rate 5.2%). In the constant
scenario, the share of second pillar pension income is 40% (49%) of the total pension income of women
(men) (conversion rate 6.8%). As the gap of the second pillar pension income is higher than the firstpillar gap, a lower conversion rate decreases the gender gap of the pension income (sum of first and
second pillar pension income), keeping gender specific differences in labour market participation equal.
As however in the constant scenario a lower labour market participation of women is assumed as in the
base scenario, women can accumulate a smaller amount of second pillar pension wealth, which
counteracts the “conversion rate effect”. With regard to the relative change of the GPGs, the gap
reducing “conversion rate effect” seems to be stronger than the “labour market effect”.
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5.2 Equality scenario
In contrast to the constant scenario, in which a constant labour market behaviour is modeled by keeping
the main socioeconomic variables constant, the equalized scenario assumes an equal labour market
behaviour of women and men by using identical socioeconomic variables for both. In doing so, three
sub-scenarios are defined, where various socioeconomic variables are set at equal levels for both women
and men.
In order to analyze the impact of labour supply responses at the extensive and intensive margin, as well
as wage differentials between women and men, the three sub-scenarios focus on i) labour market
participation rates, unemployment and employment, ii) part-time work and hours of work and iii)
equality of wage rate by hour worked, and of earnings of the self-employed.

5.2.1

Equalised scenario, sub-scenario 1 (EQS1) – equal labour market participation

Compared to other European countries, Switzerland has the second highest employment rate for women
aged 15 to 64. In 2019, 76.3% of women in Switzerland were employed. Only in Iceland, where 81.9%
of women are employed, the corresponding rate is higher. Sweden (75.4%), the Netherlands (74.1%)
and Norway (73.1%) also have above-average employment rates (EU28: 64.1%) (BFS, 2020d).
Table 9: Labour market participation, unemployment and employment
workstate

Freq.

Percent

Cum.

in work, employee or self employed
unemployed
in education
retired
other inactive

6,547.1004
292.294893
2,892.9658
2,614.5598
2,854.0791

43.07
1.92
19.03
17.20
18.78

43.07
44.99
64.02
81.22
100.00

Total

15,201

100.00

Source: SILC (2018), own computations.

However, there are significant differences in labour market participation between the genders and across
age groups. Table 10 reports the economic status by age groups. These results of the Pearson's chisquare indicate that there is a statistically significant relationship between the type of self-defined
economic status and age (chi-square with 9 degree of freedom = 8.5e+03, p = 0.00).
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Table 10: Economic status by age groups
in work,

unemploye

workstate
in educat

retired

other ina

Total

15-24

393.10461
24.49
6.07

48.380792
3.01
16.73

484.61284
30.19
74.80

0
0.00
0.00

679.04491
42.30
24.05

1,605.143
100.00
12.52

25-54

4,765.421
73.19
73.57

175.11056 157.200002
2.41
2.69
60.55
24.26

16.432744
0.25
0.64

1,397.149
21.46
49.48

6,511.314
100.00
50.77

55-74

1,303.293
37.91
20.12

65.693851
1.91
22.72

1,422.221
41.37
54.98

640.17921
18.62
22.67

3,437.484
100.00
26.80

>74

15.627603
1.23
0.24

0
0.00
0.00

0 1,148.0896
90.33
0.00
44.38
0.00

107.34157
8.45
3.80

1,271.059
100.00
9.91

Total

6,477.447
50.51
100.00

289.1852
2.25
100.00

2,823.715
22.02
100.00

12,825
100.00
100.00

age groups

6.096551
0.18
0.94

647.90939
5.05
100.00

2,586.744
20.17
100.00

Source: SILC (2018), own computations.

Table 11 reports the economic status by gender. These results of the Pearson's chi-square indicate that
there is a statistically significant relationship between the type of self-defined economic status and
gender (p = 0.00).
Table 11: Economic status by gender
gender

in work,

unemploye

workstate
in educat

retired

other ina

Total

female

3,124.37
40.88
47.72

123.37034
1.61
42.21

1,396.584
18.27
48.28

1,389.578
18.18
53.15

1,609.223
21.05
56.38

7,643.126
100.00
50.28

male

3,422.73
45.29
52.28

168.92455
2.24
57.79

1,496.382
19.80
51.72

1,224.981
16.21
46.85

1,244.856
16.47
43.62

7,557.874
100.00
49.72

6,547.1 292.294893
43.07
1.92
100.00
100.00

2,892.966
19.03
100.00

2,614.56
17.20
100.00

2,854.079
18.78
100.00

15,201
100.00
100.00

Total

Source: SILC (2018), own computations.

In order to analyze the impact of differences in labour market participation rates, labour market
participation, unemployment and employment rates by age category are set at equal levels for both
women and men in the equalization scenario. Additionally, the rates of disability and other non-active
states by age category are set at equal levels for both women and men, as people in those states build up
pension rights, albeit to a limited extend. However, we do not equalize the proportions of wage-earners
across sectors, professions etc, but to keep the current proportions, or the proportions that the model
produces, after imposing the equality constraints mentioned.
Since the intention of the equalization process is not to model that women behave like men, but rather
that the behaviour of the sexes converges, it is assumed that equality level is the average level of women
and men together, according to the projections. This mean-oriented alignment has the additional
advantage that overall rates (by age category) would not change relative to the base scenario.
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Table 12 reports the results of the EQS1 scenario, where an equal labour market participation with regard
to participation rates and unemployment is assumed. As the labour market participation of men is higher
than of women, in the EQS1 scenario the labour market participation of women is increased. However,
the unemployment rate of men is higher than that of women, so the unemployment rate of women is
increased too. Thus, equalization triggers two opposing effects with regard to women's labour market
participation. With respect to the GPG, which decreases due to equalization, the effect of higher labour
market participation seems to more than compensate for the effect of higher unemployment.
The comparison of the change in the GPG of the first pillar shows the dampening effect of the
compensation mechanism. Here, the GPG changes only marginally, whereas it is reduced more
significantly in the second pillar due to the higher labour market participation.
Table 12: EQS1 – equal labour market participation: Projected indicators of the GPG at mean

A. first pillar pensions
All 65+ with pension
65-74 with pension
75+ with pensions
At retirement

status
quo
2018

base
results
2070

constant
scenario
2070

EQ S1
2062

2070

-0.017
-0.038
0.052
0.056

n.a.
0.080
n.a.
0.134

n.a.
0.097
n.a.
0.148

n.a.
n.a.
n.a.
0.132

n.a.
0.085
n.a.
0.146

B. second pillar pensions
All 65+ with pension
65-74 with pension
75+ with pensions
At retirement

0.588
0.583
0.585
0.425

n.a.
0.410
n.a.
0.331

n.a.
0.416
n.a.
0.404

n.a.
n.a.
n.a.
0.407

n.a.
0.391
n.a.
0.349

C. first and second pillar pensions
All 65+ with pension
65-74 with pension
75+ with pensions
At retirement

0.316
0.291
0.311
0.258

n.a.
0.240
n.a.
0.230

n.a.
0.251
n.a.
0.272

n.a.
n.a.
n.a.
0.262

n.a.
0.234
n.a.
0.245

D. pensions and SB
All 65+ with pension
65-74 with pension
75+ with pensions
At retirement

0.309
0.288
0.300
0.255

n.a.
0.222
n.a.
0.231

n.a.
0.222
n.a.
0.247

n.a.
n.a.
n.a.
0.240

n.a.
0.216
n.a.
0.231

Note: SB: supplementary benefits.
Source: SILC (2018) and MIDAS-CH projections.
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5.2.2

Equalized scenario, sub-scenario 2 (EQS2) – equal part-time work rate scenario

In sub-scenario EQS2, the impact of labour supply responses at the intensive margin is analyzed, by
equalizing part-time working rates and hours of work across age categories. As the sub-scenario EQS2
includes the characteristics of sub-scenario EQS1 (equal labour market participation), it shows the
cumulative effect of equalizing labour market participation and equalizing work intensity.
Part-time employment rates differ significantly from one European country to another. Analogously to
employment, Switzerland ranks second in terms of part-time employment, which means that although
the overall employment rate of women in this country is high, it is often at a reduced employment level.
In 2019, 62.7% of employed women in Switzerland worked part-time according to the European
definition9 (2010: 60.8%). This value is only surpassed by the Netherlands, despite a decrease between
2010 and 2019 (-1.1 percentage points to 75.5%) (BFS, 2020d).
If only part-time employed women are considered instead of all employed women, an increase in the
average employment rate from 46% to 49% can be observed. This has increased especially among
mothers (with youngest child under 7 years: from 42% to 47%; with youngest child between 7 and 14
years: from 44% to 48%). 25- to 39-year-old and 55- to 64-year-old part-time employed women also
work at a significantly higher employment rate than in 2010 (from 48% and 47% to 52% and 51%,
respectively). Even though the average employment rate has increased, it remains at a relatively low
level, which can lead to low savings contributions to the second pillar and correspondingly low pension
incomes (BFS, 2020d).
Table 13 reports the work intensity across gender. There is a significant difference between work
intensity of men and women. Furthermore, about 85% of the part-time jobs with a work intensity below
50% are carried out by women, and only 15 % by men. Moreover, about 85% of part-time jobs with a
work intensity below 50% are held by women and only 15% by men. Thus, women not only work parttime more often, but given that they work part time, also fewer hours than men.

According to Eurostat's definition, employment levels of less than 100% are considered part-time. According
to the Swiss definition, an employed person is considered to be working part-time if he or she has a degree of
employment of less than 90% as part of his or her main job (BSV, 2020b).
9
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Table 13: Work intensity across gender
gender

not in wo

female

4,395.385
57.51
52.57

male

Total

work intensity
PT -50% PT 50-69% PT 70-89%

FT

Total

589.76254
7.72
81.24

487.28934
6.38
81.72

610.69587
7.99
71.61

1,559.993
20.41
33.44

7,643.126
100.00
50.28

3,966.22 136.161504
52.48
1.80
47.43
18.76

109.00693
1.44
18.28

242.11147
3.20
28.39

3,104.375
41.07
66.56

7,557.874
100.00
49.72

596.29627
3.92
100.00

852.80733
5.61
100.00

4,664.368
30.68
100.00

15,201
100.00
100.00

8,361.605
55.01
100.00

725.92404
4.78
100.00

Source: SILC (2018), own computations.

Table 14 reports the work intensity across age categories. There is a significant difference between work
intensity across age categories. Furthermore, the table shows that part-time work is often chosen during
the "rush hour of life", i.e. the period when people are entering the workforce, taking important career
steps and starting a family. And it is precisely during this period that it is predominantly women who
hold part-time positions.
Table 14: Work intensity across age groups
work intensity
PT -50% PT 50-69% PT 70-89%

age groups

not in wo

0-14

2,238.089
100.00
26.77

0
0.00
0.00

0
0.00
0.00

15-24

1,176.171
72.50
14.07

22.092562
1.36
3.04

25-54

1,587.673
24.12
18.99

55-74

FT

Total

0
0.00
0.00

2,238.089
100.00
14.72

24.372788
1.50
4.09

38.226879 361.540586
2.36
22.28
4.48
7.75

1,622.4037
100.00
10.67

503.35809
7.65
69.34

417.90507
6.35
70.08

599.45298
9.11
70.29

3,472.943
52.77
74.46

6,581.3318
100.00
43.30

2,090.74
60.17
25.00

193.87847
5.58
26.71

150.94933 211.992894
4.34
6.10
25.31
24.86

826.88742
23.80
17.73

3,474.448
100.00
22.86

>74

1,268.931
98.77
15.18

6.5949224
0.51
0.91

3.0690828
0.24
0.51

3.1345783
0.24
0.37

2.9970674
0.23
0.06

1,284.727
100.00
8.45

Total

8,361.605
55.01
100.00

725.92404
4.78
100.00

596.29627
3.92
100.00

852.80733
5.61
100.00

4,664.368
30.68
100.00

15,201
100.00
100.00

0
0.00
0.00

Source: SILC (2018), own computations.

Since labour force intensity varies both in terms of gender and over the life course, this results in a
complex and heterogeneous structure with regard to labour force behaviour. In order to capture this
complex structure, work intensity is modeled in two steps. First, whether the person works part-time or
full-time, second, if the person works part-time, it is estimated, whether the person has a small part-time
contingent (PT<=50%), a medium part-time contingent (50%-69%) or a high part-time contingent (70%89%).
In the equalization scenario, part-time work and hours of work are equalized in two steps. First, parttime work rates of female and male wage-earners are set equal by age category. Second, the average
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number of hours work of male and female part-time works are set equal. In order to achieve a detailed
alignment result, work intensity was aligned along three sub-categories: full time work (PT>0.9%), part
time at bigger extent: 70% < PT < 89%; medium extent: 50% < PT < 69% and small extend (PT < 50%).
Table 15, which reports work intensity across gender by age group illustrates the differences in
employment rates. According to the CH-SILC 2018 data, 62% of employed women and 15% of the
employed men worked-part time. With regard to the employment rates, 21% of employed women have
an employment rate <50%, another share of 24% have an employment rate of 50%-69%.
Table 15: Work intensity across age groups without equalisation
Work intensity by age (without equalisation)
agegroup_awg | parttime |
|
|
|
1 |
2 |
3 |
4
0 |
0.10 | 0.74 | 0.36 | 3.45
1 |
9.07 | 8.97 | 8.63 | 44.57
2 |
3.35 | 3.97 | 3.14 | 13.66
total |
12.51 | 13.68 | 12.13 | 61.68
Work intensity of women by age (without
agegroup_awg | parttime |
|
|
1 |
2 |
3
0 |
0.00 | 1.07 | 0.49
1 |
15.39 | 16.04 | 12.40
2 |
5.40 | 6.54 | 4.65
total |
20.79 | 23.66 | 17.54
Work intensity of men by age (without
agegroup_awg | parttime |
|
|
1 |
2 |
3
0 |
0.19 | 0.42 | 0.23
1 |
2.80 | 1.97 | 4.90
2 |
1.32 | 1.42 | 1.64
total |
4.32 | 3.80 | 6.77

|
| total
|
4.65
| 71.23
| 24.12
| 100.00

equalisation)
|
|
|
4 | total
| 2.99 |
4.56
| 27.63 | 71.46
| 7.39 | 23.98
| 38.01 | 100.00

equalisation)
|
|
|
4 | total
| 3.90 |
4.74
| 61.34 | 71.01
| 19.88 | 24.26
| 85.12 | 100.00

Source: SILC (2018) and MIDAS-CH projections

To equalize the employment rates of women and men, the part-time work rates of female and
male wage-earners are set equal by age category. The result of this first step of the alignment
process is reported in Table 16. As a result of the alignment process, the percentage share of
employed women and men are set equal by age category and employment situation. In an
equalized scenario, 38% of women and men work part-time. With regard to the employment
rates, 13% of employed women and men have an employment rate <50%, another share of 14%
have an employment rate of 50%-69%. The equalization procedure thus not only leads to an
equalization of the employment rates of men and women; it also leads to a more even
distribution of employees among the grouped employment rates.
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Table 16: Work intensity across age groups after equalisation
Work intensity
agegroup_awg |
|
0 |
1 |
2 |
total |
Work intensity
agegroup_awg |
|
0 |
1 |
2 |
total |

by age (with equalisation)
parttime |
|
|
|
1 |
2 |
3 |
4 | total
0.11 | 0.76 | 0.34 | 3.43 |
4.65
9.07 | 8.97 | 8.63 | 44.57 | 71.23
3.33 | 3.97 | 3.16 | 13.66 | 24.12
12.51 | 13.70 | 12.13 | 61.66 | 100.00
of women by age (with equalisation)
parttime |
|
|
|
1 |
2 |
3 |
4 | total
0.10 | 0.75 | 0.33 | 3.38 |
4.56
9.11 | 8.98 | 8.66 | 44.71 | 71.46
3.32 | 3.94 | 3.16 | 13.57 | 23.98
12.53 | 13.67 | 12.14 | 61.67 | 100.00

Work intensity of men by age (with equalisation)
agegroup_awg | parttime |
|
|
|
|
1 |
2 |
3 |
4 | total
0 |
0.13 | 0.77 | 0.35 | 3.48 |
4.74
1 |
9.02 | 8.96 | 8.60 | 44.43 | 71.01
2 |
3.35 | 3.99 | 3.16 | 13.76 | 24.26
total |
12.50 | 13.72 | 12.11 | 61.66 | 100.00
Source: SILC (2018) and MIDAS-CH projections.

In the case of part-time work, the working hours are aligned in a second step. In doing so, the average
number of work hours of male and female part-time workers are set equal. Suppose that higa represents
the unadjusted hours of individual i with gender g in age cate-gory a, and that hga is the average of
unadjusted hours for gender g in age category a, and that Ha is the targeted equal average number of
hours for men and women after adjustment in age category a. Then the adjusted number of hours of
individual i is h°iga°= higa * (Ha / Hga) (Dekkers & van den Bosch, 2021).
As the adjusted hours of work are aligned on the base of the average unadjusted hours of women and
men jointly, it is implicitly assumed that behaviour of the sexes converges, and not that women simply
behave like men. This assumption is analogous to the assumption of sub-scenario 1.
Table 17 reports the non-equalized and equalized average hours by age group and gender. By aligning
along the dimensions of gender and age, the work-intensity across gender converges. In contrast to the
average work-intensity of men which is rather stable over the life-course, the average work-intensity of
women declines over the life-course. Equalizing working hours not only equalize employment intensity
between the sexes, but also across the life cycle.
Table 17: Work intensity across age groups after equalisation
Avg hours worked by gender (non-equalised)
agegroup_awg | gender |
|
| False | True | total
-1 |
nan |
nan |
nan
0 | 35.90 | 38.82 | 37.36
1 | 30.67 | 39.55 | 35.14
2 | 30.14 | 38.78 | 34.61
total | 31.19 | 39.30 | 35.29
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Avg hours worked by gender (equalised)
agegroup_awg | gender |
|
| False | True | total
-1 |
nan |
nan |
nan
0 | 37.38 | 37.34 | 37.36
1 | 35.14 | 35.15 | 35.14
2 | 34.61 | 34.61 | 34.61
total | 35.30 | 35.29 | 35.29
Source: SILC (2018) and MIDAS-CH projections.

In terms of employment intensity by employment type, the equalization also leads to an increase in
average employment intensity for women and a decrease in employment intensity for men (Table 18).
However, since the equalization was made according to the dimensions of age and gender, the average
hours worked by workload differ, as they are distributed differently over the life cycle.
Table 18: Average hours worked by employment type
Avg hours worked by gender (non-equalised)
parttime | gender |
|
| False | True | total
1 |
8.55 | 19.71 | 16.62
2 | 21.55 | 29.20 | 24.53
3 | 25.98 | 41.69 | 31.54
4 | 41.70 | 41.70 | 41.70
total | 31.19 | 39.30 | 35.29
Avg hours worked by gender (equalised)
parttime | gender |
|
| False | True | total
1 |
9.79 | 17.36 | 15.27
2 | 25.48 | 25.03 | 25.30
3 | 31.77 | 32.64 | 32.08
4 | 44.30 | 39.37 | 41.26
total | 35.30 | 35.29 | 35.29
Source: SILC (2.018) and MIDAS-CH projections.

Table 19 reports the results of the EQS2 scenario, where equal part-time work rates of female and male
wage earners by age category are assumed, while also equalizing labour market participation of women
and men. Hence, the reported GPGs capture the cumulative effect of EQS1 and EQS2. In other words,
women and men behave equally with regard to their labour-market participation at the extensive and
intensive margin. The only difference which prevails in this scenario are wage differentials, which will
be equalized within the scenario EQS3 (see section 5.2.3).
When interpreting the results, however, two aspects have to be considered. The equalization of parttime working rates and hours of work in this scenario affects the earnings per year, increasing those of
women and decreasing those of men. Second, it is important to keep in mind that the comparison of the
different scenarios reflects not only the influence of the specific equalization strategies, but also
dependencies between sociodemographic variables. For example, if the labour force intensity of women
increases, this also leads to rising wages for women, as more career options are possible. Thus, on the
one hand, an increase in labour intensity leads to a higher lifetime income through a larger workload,
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and on the other hand, indirectly, through rising hourly wages due to better career prospects. With regard
to men's lifetime earnings and wages, the effect is reversed: both flows are reduced, as is the amount of
retirement assets, which is accumulated over the working phase.
Based on the fact that the majority of women can achieve higher lifetime income through equalization
of part time work, as well as the above mentioned compounding effects, part-time work equalization
has the strongest impact on the GPG. With regard to first pillar pension income, the GPG declines
significantly. Concerning second pillar pension income, the GPG halves. If the overall pension income
is regarded, the GPG is reduced by about 10% points.
Table 19: EQS2 – equal part time work rate scenario: Projected indicators of the GPG at mean

A. first pillar pensions
All 65+ with pension
65-74 with pension
75+ with pensions
At retirement

status
quo
2018

base
results
2070

constant
scenario
2070

EQ S2
2062

2070

-0.017
-0.038
0.052
0.056

n.a.
0.080
n.a.
0.134

n.a.
0.097
n.a.
0.148

n.a.
n.a.
n.a.
0.093

n.a.
0.050
n.a.
0.095

B. second pillar pensions
All 65+ with pension
65-74 with pension
75+ with pensions
At retirement

0.588
0.583
0.585
0.425

n.a.
0.410
n.a.
0.331

n.a.
0.416
n.a.
0.404

n.a.
n.a.
n.a.
0.165

n.a.
0.177
n.a.
0.192

C. first and second pillar pensions
All 65+ with pension
65-74 with pension
75+ with pensions
At retirement

0.316
0.291
0.311
0.258

n.a.
0.240
n.a.
0.230

n.a.
0.251
n.a.
0.272

n.a.
n.a.
n.a.
0.126

n.a.
0.110
n.a.
0.142

D. pensions and SB
All 65+ with pension
65-74 with pension
75+ with pensions
At retirement

0.309
0.288
0.300
0.255

n.a.
0.222
n.a.
0.231

n.a.
0.222
n.a.
0.247

n.a.
n.a.
n.a.
0.115

n.a.
0.094
n.a.
0.135

Note: SB: supplementary benefits.
Source: SILC (2018) and MIDAS-CH projections.
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5.2.3

Equalised scenario, sub-scenario 3 (EQS3) – equalised wage rate scenario

The third sub-scenario consists of the equalization of hourly wage rates, i.e. the elimination of the gender
wage gap. Like EQS2, this scenario is cumulative and also incorporates EQS1 and EQS2.
In 2016, the average gross monthly wage of women standardized to full-time was CHF 6’491 per month,
while the on for men is CHF 7’946 per month. Measured against the mean, this results in a percentage
wage difference of -18.3%. The median gross wage of women is CHF 5’908 and that of men CHF 6’786.
Measured against the median, women thus earn 12.9% less than men. In the economy as a whole, the
average wage gap in 2016 was around 17.4%. According to the results of the wage decomposition, more
than half of this (56%) is due to the explanatory factors taken into account, such as age, level of
education, industry, etc., while 44% remains unexplained (BFS, 2019).
The average wage differences between the sexes vary considerably in some cases between the different
economic sectors. The smallest differences are found in industries with a low proportion of women.
It is also evident that the unexplained wage gap is significantly larger among older cohorts of employees
than among younger employees (3.4% among those under 30, 9.1% among those over 49). Furthermore,
the unexplained wage differences between women and men are more pronounced among full-time
employees (8.4%) than among part-time employees (approx. 6% to 7%) (BFS, 2019). As the wage level
differs across age groups and work intensity, the hourly wages are aligned along those two dimensions.
Table 20 reports the results of the EQS3 scenario, where equal wages for men and women across age
groups and work intensity are assumed, while also equalizing working intensity and labour market
participation of women and men. Hence, the reported GPGs capture the cumulative effect of all three
equalization scenarios. However, since scenario EQS2 already increased gender wage equality, both
scenarios EQS2 and EQS3 contribute to wage equalization. Here, the share of wage equality contributed
by EQS2 could be interpreted as the share of variance explained by work intensity. In EQS3, the
remaining unexplained and explained part of the variance is equalized.
Based on the fact that the majority of women can achieve higher lifetime income through equalization
of part time work, as well as the above-mentioned compounding effects, part-time work equalization
has the strongest impact on the GPG. With regard to first pillar pension income, the GPG declines
significantly. Concerning to second pillar pension income, the GPG halves. If the overall pension
income is regarded, the GPG is reduced by about 10% points.
As wages have been aligned along the dimensions of age groups and labour intensity, the variance of
wages decreases significantly. This is reflected in a significantly reduced GPG of the first pillar. The
equalization of the wage level is also reflected in the second pillar GPG, which will be further reduced.
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Table 20: EQS3 – equalised wage rate scenario: Projected indicators of the GPG at mean

A. first pillar pensions
All 65+ with pension
65-74 with pension
75+ with pensions
At retirement

status
quo
2018

base
results
2070

constant
scenario
2070

EQ S3
2062

2070

-0.017
-0.038
0.052
0.056

n.a.
0.080
n.a.
0.134

n.a.
0.097
n.a.
0.148

n.a.
n.a.
n.a.
0.055

n.a.
0.033
n.a.
0.089

B. second pillar pensions
All 65+ with pension
65-74 with pension
75+ with pensions
At retirement

0.588
0.583
0.585
0.425

n.a.
0.410
n.a.
0.331

n.a.
0.416
n.a.
0.404

n.a.
n.a.
n.a.
0.088

n.a.
0.120
n.a.
0.182

C. first and second pillar pensions
All 65+ with pension
65-74 with pension
75+ with pensions
At retirement

0.316
0.291
0.311
0.258

n.a.
0.240
n.a.
0.230

n.a.
0.251
n.a.
0.272

n.a.
n.a.
n.a.
0.070

n.a.
0.074
n.a.
0.133

D. pensions and SB
All 65+ with pension
65-74 with pension
75+ with pensions
At retirement

0.309
0.288
0.300
0.255

n.a.
0.222
n.a.
0.231

n.a.
0.222
n.a.
0.247

n.a.
n.a.
n.a.
0.054

n.a.
0.062
n.a.
0.124

Note: SB: supplementary benefits.
Source: SILC (2018) and MIDAS-CH projections.
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5.2.4

Comparison of all scenarios

In order to compare the impact of the various scenario on the GPG, the gender gaps of earnings and
wealth, as well as the GPG, are compared. Table 21 illustrates how each of the equalizing scenarios has
decreased the GPG further. Through the combination of all three equalization scenarios, the GPG on
pension income declines from 30% to 7% by the simulation horizon.
However, the difference in GPGs between the base scenario and the constant scenario is rather small,
which is driven by the fact, that labour market participation of women is already high and will increase
only marginally. Since the current GPG (2018, status quo) is shaped by the labour force behaviour of
the last decades, the increasing employment of women will reduce the GPG by five percentage-points
over the simulation horizon.
However, if the work intensity of women does not change, i.e. if only labour market participation is
equalized (EQS1), the reduction in the GPG will only be marginal and around two percentage-points.
Albeit, if women's labour market participation increases at the extensive and intensive margins (EQS2),
i.e., equal labour market participation combined with equal average hours worked, the GPG will more
than halve to 11% over the simulation horizon. This cumulative effect also leads to a reduction in the
pay gap, since an increasing labour intensity of women leads to rising wages for women, as more career
options are possible. Thus, on the one hand, an increase in labour intensity leads to a higher lifetime
income through a larger workload, and on the other hand, indirectly, through rising hourly wages due to
better career prospects. This effect is also reflected in the reduction of the pay gap, measured by the
average hourly wage, which declines significantly.
If we succeed in reducing the wage differences, which are attributable to explainable and unexplained
factors (e.g. discrimination) (EQS3), the projected GPG will decline from currently 30% to 7%. Hence,
wage equality would reduce the GPG by a further four percentage-points. In this respect, wage equality
has a "stronger broad impact" than the equalization of wages through the equalization of the work
intensities of men and women. While equal work intensities lead to an equalization of average wages
per hour (which, however, says nothing about the dispersion of wages around the mean), it is only
through wage equality that average lifetime annual incomes are equalized. This "broad effect" also leads
to a reduction in the pension wealth gap, from 18% to 12%, which in turn reduces the second pillar
GPG. Comparing across the three stages of the EQ scenario, it appears that the equalization of labour
intensity has the strongest impact on average. However, closing the wage gap has a more evenly
distributed impact.
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Table 21: Comparison of the gender gaps in all scenarios
2018
status
quo
A. Earnings and pension wealth
Average wage / hour
Average annual earnings
Average sp pension wealth (comp.)

B. average pension incomes 1
First pillar pension income
Sencond pillar pension (compulsory)
Pension income 2

base
results

2070
constant
EQ S1
scenario

EQ S2

EQ S3

0.21
0.28
0.58

0.19
0.39
0.34

0.17
0.43
0.40

0.18
0.40
0.35

0.11
0.20
0.18

0.12
0.08
0.12

-0.04
0.58
0.29

0.08
0.41
0.24

0.10
0.42
0.25

0.09
0.39
0.23

0.05
0.18
0.11

0.03
0.12
0.07

Notes:
1

65-74 with pension.

2

First and compulsory second pillar pension income.
Source: SILC (2018) and MIDAS-CH projections.

Table 22 compares the relation of pension income / average annual lifetime earnings and the relation of
pension income / supplementary benefits, which is a means tested minimum income. Within all
scenarios, the ratios of pension income / average annual lifetime earnings of women is above or close
(EQS3) to 60%. Hence, in all scenario, on average, the sociopolitical benefit objective of the Swiss
pension system is achieved. For men, this ratio is below 60%, which is due to the fact that they have
higher pension incomes than women and that the pension system has a degressive effect. This means
that the ratio of pensions to average lifetime income is below 60% for higher income groups.
The ratio pension income / supplementary benefits express the “distance” of pension income in relation
to the general minimum income. Here, too, the "broad effect" of equal pay (EQS3) is evident: this ratio
is highest.
Table 22: Comparison of ratios
2018
status
quo

wom. men

base
results

wom. men

constant
scenario

wom. men

2070
EQ S1

EQ S2

EQ S3

wom. men

wom. men

wom. men

C. ratios

Pens. inc. / aver. ann. earn. 0.64 0.65 0.65 0.52 0.69 0.52 0.67 0.53 0.63 0.56 0.58 0.58
Pension income / SB
0.96 1.36 1.08 1.42 1.06 1.41 1.09 1.42 1.22 1.37 1.25 1.34

Notes:
1

65-74 with pension.

2

First and compulsory second pillar pension income.
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6

Summary and Conclusions

This study analyzes the Gender Pension Gap (GPG), which indicates how much women’s pensions are
differing from those of men. The gender pension gap is usually much higher than the gender pay gap,
since the income differences between the sexes and gendered behaviour (prevalence of part-time work,
leaves due to care obligations, sectoral segregation) add up. In addition to the pay gap and the impact of
gendered behaviour affect redistributive elements of pension systems the gender pension gap. As a
result, the relation between the earnings gap and differences in labour market participation on the GPG
is not linear.
In this study, we attempt to identify some of the underlying developments that cause the GPG in
Switzerland. The projections of the future development of the GPG (until year 2070), are made with the
dynamic microsimulation model MIDAS-CH. When analyzing the GPG, we show results for several
variant GPGs. We consider the GPG of first pillar pension income, GPG of second pillar pension
(compulsory part), the GPG of the sum thereof, and the GPG with supplementary benefits, a means
tested guaranteed minimum income. Furthermore, we distinguish a base scenario, where the overall
employment and demographic projections follow the trends projected by the Swiss Statistical Office,
and a constant scenario, where the employment rate and other factors are kept at their 2021 levels.
Additionally, we project equality scenarios, where labour market participation, part-time working rate
and wages of women and men are equal. We emphasize that these simulations are only carried out for
analytical purposes, and do not represented realistic or necessarily desirable developments or policy
options.
In the base scenario, the standard GPG of the total pension income decreases over the simulation period
from to 29% to 25%. In the base scenario, the standard GPG of the total pension income decreases over
the simulation period from to 29% to 25%. This means, that the overall GPG is relatively persistent.
However, it should be noted, that the GPG of second pillar pension income for the 65-74 decreases
significantly from about 60% in 2018 to about 40% in 2070. As the second pillar pension is based on a
defined contribution scheme, it shows, how the prospective labour market behaviour will reduce the
GPG. Furthermore, the change of the GPG of the total pension income is driven by the lower
conversation rate, which was assumed in the base scenario. The conversion factor is used to translate
the accumulated pension capital into a yearly pension. Whereas it is currently 6.8%, a conversion factor
of 5.2% is assumed in 2070 in the base scenario. The conversion factor was reduced due to the expected
increasing life expectancy and an expected lower technical interest rate. The reduction of the conversion
factor will reduce the second pillar pension income by 23.5%. A variation of the conversion rate does
not affect the second pillar pension gap, as the conversion is just a linear transformation of the gender
specific differences of the accumulated pension capital. However, it affects the gap of the sum of first
and second pillar pension income. As a lower conversion rate reduces the second pillar pension level,
the relative share of second pillar pension income of total pension income decreases, which reduces the
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“impact weight” of the second pillar pension GPG on the GPG of total pension income. As the gap of
the second pillar pension income is higher than the first-pillar gap, a lower conversion rate decreases the
gender gap of the pension income (sum of first and second pillar pension income), keeping gender
specific differences in labour market participation equal.
A second finding is, that if employment rate and other labour market rates are kept at their 2021 levels,
as assumed in the constant scenario, the decline in GPG would be smaller. Hence, albeit the assumed
increase in labour market participation of women is small, it will reduce the GPG.
A third finding is, that the equality scenario results in a significant decrease of the GPG. The GPG would
decline from initially 29% to 7%. Comparing across the three parts of the equality scenario, it appears
that most of this reduction is due to equalization of part-time work rates of men and women. However,
closing the Gender Wage Gap would also lead to an additional strong reduction of the GPG. Equalizing
only the labour market participation rates has only as small impact of the GPG.
However, when interpreting the results, it should be noted that no migration was considered in the
simulation. Thus, there are considerable differences among immigrants to Switzerland in terms of
educational background, occupational situation, age, migration status and country of origin. Moreover,
it is evident that integration into the labour market is rapid but not fully successful, and that households
with a migration background have lower incomes and assets.
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8

Appendices

8.1 Institutional background: Conversion table of first pillar pensions
Table 23: Conversion Table
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8.2 The Swiss Educational System
Figure 3 provides an overview of the ISCED levels in the Swiss educational system.
Figure 3: Overview of the ISCE level

ISCED Level 0 includes two different levels. One level deals with children under the age of three. The
focus is on language acquisition and the development of movement skills. The second level deals with
children between the age of 3 and 6. At this level the children attend the kindergarten. The last two years
of the kindergarten (between the age of 4 and 6) are obligatory. ISCED Level 1 includes an obligatory
school visit. Children between the age of 6 and 11 have to visit the primary school. The children learn
the basics of writing, reading and arithmetic. ISCED Level 2 also includes an obligatory school visit.
School attendance at the Secondary School I takes place between the ages of 11 and 15. The Educational
programmes are mainly subject-oriented. After successful completion of the ISCED 2 level you can
decide whether to continue on the ISCED 3 level or on the ISCED 4 level.
ISCED 3 Level takes place between the age of 15 and 18 years. If a person decided to go further with
ISCED 3 Level, he or she goes to Secondary school II. If one successfully completes the Secondary
School II one receives at the end Matura. ISCED 3 would be the most “classic” way. ISCED 4 level is
for all those who decide against the classic Matura and thus against ISCED 3. ISCED 4 can also be
completed between the ages of 15 and 18. At the end of ISCED 4 one either has a completed vocational
training or a vocational baccalaureate.
ISCED 5 level ISCED 5 Level provides vocational training in knowledge, skills and competences. As a
rule, they are practice-oriented, profession-specific and prepare the participants for entering the labour
market. In order to complete ISCED 5, you must have successfully completed ISCED 3 or ISCED 4
with admission to higher education. Those who are on ISCED 5 level are usually between 18 and 21
years old. ISCED 6 level provides advanced academic and/or vocational knowledge. Often there is a
Bachelor's degree at the end of this level. Similar to the ISCED 5 level are those who are on the ISCED
6 level usually between 18 and 21 years old.
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