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AUSTRIA PENSIONS SYSTEMS IN EUROPE 1

Executive Summary

PAYG financing is a driver for public debt

The results of the country studies and the key ind
t hat PAYG pension systems tend to be more affect ecd
demographic transition. | n sicnupsl eon eFANSG fs ynsatnecmsn gw
confronted by an -offifrosdeaG@mstnongl|l pbtadees strength
sustainability of the system at the expense of f
generous PAYG pensi one scyosstte nsf croemkeu caetd tfhi nanci al S
exhibits a strong reliance on PAYG financing. The
the -costai nment measures already |l egislated, which
of thei pe system. Public pension spending is expect
by the mid of iahethexsadmecadee the benefit ratio w
|l eaving | arger groups of retireey atmduced@d& bbNHcrpea
expenditure can also be observed for other PAYG sy
of GDP for ltaly in 2035 or at 12% for Germany. A
devel oped funded pensingnfoompambmémntcs pesipémadis in 20:
Net herl ands, 7% in Sweden or 8% in Denmark. Publ ic
for public debt sustainability risks. The EU Commi
term fisabi |l stuygtaisks, assigns a medium risk to Ge
ltaly. Conversely, many of the countries in our sar
in particular Sweden and Denmark, are considered t
Austria is lagging behind in the development of fu
Despite future reductions in benefit |levels and ge
Austria,up hef bfuundled pension capital has not yet ac
private pension plans incréasad mommdematael y of aomua d
in 2021. This is wel/l bel ow the comparative figur

focus on f unideod peexnmasnipodnes t he Net herl ands with aroun
120% or Denmar k weirt,h A2u3s5t%.i aHosweavy s al so bel ow count
a strong focus on PAYG financing, such as Iltaly wi:t
of contributions reflects the stildl weak expansio
c onbturtii ons to funded and private pension plans amou
to 9% in Denmark, 4.5% in the Netherlands or 8% in

voluntary occupational pensions waesl aatti vlie5 % of otrh eA uwso
2021, compared to 54% in Germany or 23% in France.
the coverage in occupational pl ans varies bet wee
coverage of wvoluntary inienbdeglineptiiagte i Auldwrsfttrs ac

16. 5% in 2021, compared-ctomt abous) 30 Gé@RmMasyer Ac
devel opment of forms of funded pension provision c
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PAYG driven debt and | acking fiscal sustainability is
Competitiveness i s a rel evant precondition for t he
Competitiveness determines important framework condit
and growth devel opment s, inflation padythetdenel apder
macroeconomic conditions in gener al . The relevance
regardless of the financing system. Also, systems wit
not exempt from the systemisc.i Rper &axiamp | ef ¢ bdbmpetoiumnit \
of the Netherlands shows that the high prevalence of

l ow interest rates has l ed to financing bottlenecks
contributions wthiihe suspeinedisnaggmet he i ndexation of t he
political reforms are ushering in a transition fror
demographic pressur e, the financing of benefits i n
dependent verd otphmende of macroeconomic conditions. Prod
are crucial for wage development and thus for the dev
PAYG pension systems. There is high potsermtli dlurfdem a v
on public pensions reduces competitiveness and thus i
devel opment. This can be clearly seen in Austria wher
the budget weragespemtefongolfdmsilawands) . At the same ti me

EUR were spent on environment protection and energy,

education. While the | atter categories -ofi enpedditure
expendwhtiucrhe woul d hetl or mupempet il toingeness of the Austri
is a clear bias towards financing the past commitment

The productivity development iin particular is an ess
which are already wunder demographic pressure. Her e
Pension I ndex (OPI) show that hybrni di ss ybsaseents, on nanwh
i ntegr atteider mumitxi of funded and PAYG systems, are mo
chall enge.

Leading countries offset a negative relationship betw
due to funded pension schemes

Analyses within the Overall Pension I ndex {OPI) refl
of f " bet ween <cost dampening and the maintenance of

correlation between future generasintpiintybheHswnrgserpf
negative relationship between sustainability and adec
focus on funded pension spending. For the | eading pen

or Sweden no such niesgat evegrriogaltelleat i hese three co
favourable results in terms of both criteria, sustain
eight countries, the analysis ofoftfh.e TOhPel rkeesyulitnsd ifcraatn
statlisanalysis suggest that this is also due to the r
variation of countries in funded pension assets expl a
OPI scores.
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The medéewum performance of pension funds is also de:
to fulfil key functions of pension provision and i
2011 to 2021, the average ruesatlr iian vweast nPe.n8%.r altne tohfe
perform best according to the analysis of the OPI
funded pensions for the provision of pension inco
showed a sigeificaasi memtetper f or mance. Over the pe
average real i nvest ment rate of return of funded
around 5 %, in the Netherlands even around 5. 7 %. Ef

partaclby rel evaretr nf rermedimamce.

Assets in fumdead g¢prinsewomnfor innovation and product
The expansion of funded pension components is als
Countries with more developed funded pension scher
innovative capacity of their soctcbashi pndseevndmnt
assets in funded pensions are compared to innovati
Scoreboard, the volume of venture capital invest me
Scoreboard. Not onl yi oths tshyest Emndeudar pahse i mpr ovi
sustainability of the public budgets and i mprove o
t hiemuch nédddeodt of capital for investment and inno
Overall, the expansion of funded pensions promotes

The macroeconomic simulation analysis shows positi

extension of fTumaeduprelnysiofnsf.i nanci al assets boost
consequence | abour demand, l abour income and GDP.
expand supply of financial funds for private equit
the economy. GDP and real investment in the conside

pension funds andgdre dihami fwi ¢ admtulty prensi o2 7f und i n
GDP per capita riisnes20bMorlie dBér ,Eutrtbe hi gher economi
public finances in these countries by about 0.4 to
l evel by 0. 6.

Pension systems are the result of specific histori

The design of pension systems -dspandesul fiparfametdiuoed

ref or ms. This is also due to institutional, pol it
established, PpPabsmantriall tedonems pnddlUosesews. It 0
bear in mind that once a syst-iem éeéfsf ecttsabdfitsdredc ont
fundamental persistence and maintenance of its ins
systems in Bwedeor Dbe Net herl ands achieve overall
key indicators within the scope of the OPI index.
pension component s. The high 1 evel of the funded
understood from the historical context of parametr

Similarly to AusNetheofFapdemenyedtl@epublic PAYG pe
the 1950s. Back then, PAYG financing was considere
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However, in contrast to the Bismarckian counterparts
(AOW) scheme was originallyatesisgsée@maspaounidvegsahst
benefits that were targeted at theembhi mMmubmi wgget akdart
was not a function of the system. I n a post war dAgol d
uni ons put pressure on employers to ensure for addi
corporatist traditiom,oft hebBe BystkmwelWwbarei mphtemente

agreement at industry |l evel. When cost dampening pol.
system from the 1980s onwards, these | osses were cC.
provision. Al rsegadyhei nffitrlsg 1IPAY® tier provided only 45
Net herl ands, whi |l eagtehe npcroomei swiaosn sotfi ldl dc el ying to a m
PAYG in Austria or Germany. Occupational pensions hav
Net herl ands and they also have an i mportant and int
system. Soci al partners and employee representatives
and organisation of pension funds at a sectoral l evel
Similarly to the Netherlands, a comprehensive nati one

security to every cit iSawerd bhga d hbkedehrD de s tl anbdluisstirea daliimz at i c
the Second World War required changes to the system,

abourers. I n 1959, the parliament accepted a genero
niver sal nat ipol neame npteends iboya | egaurendi NnPPASY G pensi ons. Al read
970s it became clenottbastahemadbyetéem whe | ong run. S
ailed in the 1980s. An abolition of the pension syst

> ™ = C

ave been seen as a dpolitical defeato for -the trade
ri gghotver nment was f or med. This openecdhvai diamdew. oByopp
involving the trade unions in the reform process, th
present themselves as protagonists amdls tand epalesent
within the reform process. Their main demand was to p
as n abolition. For instance, familiar concepts and
fir

ret

s
h
a

strengthen the | egiticrmaoyf drme pwbloiran.addeptsamn mportant
st half of 1990s Sweden entered a deep financial e
hinking of the components of the pension system.
b

problwimsh financi al stabitéetm, seghi viat enbgcame oblbwigou

shortcomings of the old system provided the reasons f

the dependence between financi al per frod maacs et memd ecc
design of the earnings ceiling for the calculation of
Swedi sh pension reform of 1998 were the expected cost

d

pension reform converted tihen oilnt wnd veewalQuaaanbaeal
e
0

Under the given historical conditionsg;;pairtameasi possib
reforms in the 1990s, while comparable welfare states:s
policy reforms.t okey wseuccesosn ftahce one hand, the #fApres
financi al and economic crisis, but also the broad i1

representatives.
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| Menmatrtkke first initihialtatved $wppleamantnagyrsy schemes
early 1960s. I n contrast to the other Nordic count
(1st tier) system, the Danishtechgmetewmasu dieaving ntelda
opposed aearlmitregls systems because they would perpet
mar ket by providing pension benefits-aengduihsad heenrt t
i ncome groups attemptedf opnp mavetenhece opfFfefevinges
suppl ementary occupational benefits, |l eading t o
pensi ons. In the 1980s the discussion of t he Dan
inequal ity betweenetbevbdbrasiangenbose covered by t|
schemes. One reason for this inequality was the ec
interest rates. While contributions to the differe
t akewcti bl e, interest on these savings was not t ax
Dani sh pensions reform wasianmedepocbmpegeti gi veneas:H
of payments, the government wanted toeicomoomye btyhe
policies of wage moderation. The pressure from se\
Dani sh Metal worker s, l ed to decentralization of wa
made it possible for unicriontso coeteraggeemeényt s henr
creating selective incentives for joining trade un
by corporatist boar ds wi t h equal representation
agreements started stehei msuthlsd amavealagecofeaf unded oc
Funded occupational pensions achieved a high | evel
the 1990s. They play an important role in Denmark
provision ofphdegmabht rates to pensioners. Mor e tl
suppl ement-apgcbsfictooccupational schemes. Since the
coverage of these schemes has increased drasticall

Lessons must be |l earned from the historical pathwa

Sweden,armtkmhenaNe&t her | ands, which are the | eading
alysis, funded occupational pensions have a hig

—_

ticipation in these countries varies fmgteween 9
l ati on. Embetdided oweraalmMulpgeénsi on system with f
ded occupational pensions ensure relevant func

-~ 5

herl ands, for examplake piemtsd oanc d aunrdts a mMPAYIQ icta ny

®Q ® € B8 ® S S

l ed AOW franchise, when calculating contributio

- O zZz ™ T T D

=

st lessons | earned from historical devel opment s

el of ea@mnaptlaengci ti macy i n these countries does

titutional design of the overall system and th
mpl e, the function of mai ntaining the standar
upational pensions, while the pubhite BANYGTI$YSt

o O X oS5 o
S5 0 9 un <

trast to this, in the Bismarckian systems the

o O O o
—

ectly fulfilled by the public PAYG systems.
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e "extended" functionality of the Bi smar ekfifeerctPAYG

th adverse c¢onsteegrune nscuesst afionrablidnag vy . I't has the pote
stso for current gover nsnuecnht sasi fe gouaisveadl ieporcéeu@ct i om a o i
ving standards are decoupled or fAabolishedd from th
cupational pensionstand farndedec®pbeabuihatup. For

e coveragpatofonmad pensions and assets in funded pen:c
Austria. Therefore, inpavmhehtsni hbocbhéerebusiong B/
nsion capital must be accumulated to finance funded
e political aspect could be even more i mportant if

eates the impression of an additional burden beyon
re too, the |l essons from hisntorriiesal arpat @wampl arfy :t
oadening inclusion and expansion of funded pensio
mpening policies in the public PAYG systems. As a r
systemic transitiommpaespiunsued, agisuibsgithei on of s
ther than the abolition of existing systems or an a
high | evel of acceptance andpdregmetirmac yr & foar nssu bisst a
kely to be achieved if the impression of intergener
conveyed across different agea tar oiuprso haonrd st lag ei mp me
sadvantaged should be avoided as far as possible.

neration's gift.o The first generation of pension
ntributions. Trhset fguennde rnagt ifoonr' st hgei ffti was shifted to

is the generation that, in addition to financing

s to build up the capital stock for it% bwnt husded
rst generation.

e i mplementation of reforms can be more easily argu
act. This was the case in Sweden, for example, in I
re, the pertcerpmisowmstodi namigl iwlay a&aefciompeamd ed by acut e
ortages. I n the context of maintaining competitiven
act was also present in Denmark during the | ate

therl ands. I n at heo n\eetthietrii veenndessgs pol i cy resulted ir
ssenaar accord of the soci al partners. Already in t
the mini mum wage, that serves as a target for publ
om t he echéevelfopmal wages.

e broad involvement of soci al partners and interes
ocesses. At the same time, the involvement of inter
n support the acceptance andyliegi sémsiztvenaonéas esf .
nsions, once an agreement has been reached. I n the

nded pensions were set up precisely because of pr
therlands, soci al pead tinertshearmanagemndnd tywiaodrevtoth & | ar ¢
nds . I n Denmar k, the funds established in the 1990

ual representation from employees and empl oyers.
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1.l ntroducti on

When considering pension systems, a fundament al d
systems and t hose-abjoggeod (PAYGhe mpahnhod, as wel | as
contributionbeamred i te fsiyrsdd ms. Pension prtohviinsitome c a
framewor k of a public system, or it can be <carri
popul ation, either in a compulsory or voluntary wa
Demographic trends and the need to consolidate pul
spending dynamics of public pension expenditure. A

Commi s €Iy 2@ ) talge dlependemay it dotei mumber of persot
years and more to the number of persons aged 20 't
59 infa®e70®@he European. Uhhionn raess wlitnhoit@@sae shr aomge a
related spemdofngEdeompre @24 GDP in 2019 %o nbeetOwden 2

depending ocedtcleemnaanal.y The | argest el ement of this
varies Bet8w&emd percentage points of GDP depending ¢
economiexpeviilénce an increase of about 1 to 3 perc
i mpl empethedon reforms | eading to | ower benefit rat

FigawawTet al assets in funded and private pensi ¢

Total assets in funded and private pension plans (2021)

as a percentage of GDP
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Quelle: OECD -« Erstellt mit Datawrapper E O WTEEh A s rorscHuNs

Funded f oramgse ofr oowlidsi on curtrhentsltyat eoapgédl dpae o voifs i oolnd
some European countries. These consist otiefccupat.i
ol-alge provision and individutlemNerwsirdrh ep ressasé, 15 iacn ca.
i kFi gdrethere is substanti al heterogeneity oliet ween
savings in the funded pensions schemes. Given that
system is increasihédewvaulleoptmenagifndga dl arognpmimte nt
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contributbihgo the dynami casn doofmppewntslaitce Feorrsidoencsr easi ng

ratios in order to guarantee the adequacy and generos
On the other hand, funded pension systems also contri
as the <collected funds are invested in different c |

companies to raise funds Fioglds howsttmeetdi trr ii hntoivan i @
according to classes Tihre tefd e©OEGD omo urhter ieecsoonomy deper

assets are allocated, which in turn depends on the |
instance, some countries allow more rislyaabkocati on:
part ofi addowetast ed to equities, which in any case contr

Fi g@rAé |l ocati on of assets in funded and private pe

Allocation of assets in funded and private pension plans
2021
B Equities Bills and bonds Cash and deposits [l Collective Investment Schemes Other

100

80

40

20

Poland
Lithuania
Estonia
Belgium
Australia
Finland

New Zealand
Chile

Iceland
Latvia
Colombia
Norway
Canada
United States
Austria
Spain
Switzerland
Netherlands
Hungary
Luxembourg
United Kingdom
Denmark
Italy

Ireland

Israel

Mexico
Greece
Trkiye
Portugal
Costa Rica
Sweden
France
Japan
Germany
Slovenia
Slovak Republic
Korea

Czech Republic

Source: OECD « Created with Datawrapper EC éﬂlTJwSW'[RIA

WIRTSCHAFTSFORSCHUNG

Il nvest ment from asset s coafsefrwred eads merfsinams i angs estouur ce f
and businesghdgnammigbs. expl ain why countries with mor
schemes perform better in innovation rankings such a
(SectR2obhp. 6

The following report is structudiedeswnweaovide odolilbai ng
gener al structure and archiTlretas e mtfi gple ntsé roms so/fs t reans
pension systems are defined and tthlertedleesi omoeled memrtes
showhhe structure-spacitfhiec colhuampgtregers | argelyi éol |l ows t

model , providedt bgr thleaOEICDi.cati on systems from the W
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counspegci fic sources that differ fr onl hteh ea d@EQD agter |
of t-thieer3 OECD model is that this structure is appl

Secti2on3®. PFovide a detailed insight intonthédepens
compari sofAusgfZaolilippCzech Refebima.yDenmdx.k6 1R aFy
Lat 2i.8 Net hgz . ) nRdosi2antdBwed &n 1 %1 ovak R2pldntilce

United K@ngdasni ¢ institutional el ements of public
fiscal sustainability risks resulting from the ag
devel opmentpeonfsifounndpeldans i s outlined.

The design of pension systems is also a result of
institutional structure often exhibits a high degr

for the country studies ithorcyhaogpft ep el iRe gc rtieob ea.nl$3o, i
Sweden, Denmar k an68edthtegWNee¢dherdmeadtshd Al eadi ngd colL

to lthdtseror eboard analysis of pension system quality
indexi OBl @t itcth.sl 6 Al | three countries have highly
components as i ndafegrheéeirel emenask| pension systems.
describes the historical and institutional pat hwa
provision in theshe thhrseaeordacwrdt roivees.vi ew precedes t|
to take account for the fact that the institution
hi storical devel opments and policy pathways.

Sect?2otble4vel ops -mbetaboed scoreboard assessment of

pension .sylshhem@verall OPdaempmi sensddexel evant guality
evaluation of pTehnes icormietrsdeehi éammeesd. f r om t he actahdeemi ¢ |
indegmprisseas rel evant di mensi ons: adequacy, sust ai
robustanneds smar ket cTatpa t'alle adiitng™mm.countries tahe i dent
quantitative analysis of various quality criteria
Sweden, Denmar k andThteh er eNseutlhtesr | mfndtshe OPI I ndex p
assessing the strengths and weaknesses of the pensi
The resultscomudnttrhye amralsysses based on the OPI | ndex
|l earned from the OPI scoreboard assessment" in sec
| Becti,bhe3study analyses the potential positive ef/f

finances and other economic output variables based
model-PIEMA. By using a CGE modader wecenxami oei mphacttbs

policy saxemairdersiing the interdependencies of diffe
fact t hearseavriemigmvested to stimulate e.g., i nnovat
pension systémsi pthoostilem potenti al positive effect:
includingsawnicmgaseldi gher investment |l evels,- and i n¢

term ecomnowmi lc.

Overall, t his r essaaracdmpprreoh eencsti vper oavri alldymp & c tosf afh e
ageing populations on public financefunded pbaespohnh
syst.ems
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2.Pension systems in selected European
21, I ntroduction and definitions

Fi g@rménr-eeeerrchi t ect ur e nocfo nree tsiyrset neemmst

Residence-based basic

Targeted

First tier (mandatory) Public

Contribution-based

basic

Minimum

Defined benefit

Points

Notional defined
contribution

Second tier (mandatory, Funded defined

earnings-related)

contribution

Retirement-income

Defined benefit

Funded defined
contribution

Defined benefit

Third tier (voluntary,

earnings-related) Private

Funded defined
contribution

Source: OECD

Accordi ngl aositfhiecati on systematersipamvs yWetde rhsy itrh eE UrEC

generally consist of three tiers (or pillars). The f
|l evel of social protection in old age and for which p
retirement i cthemes Hddecrnstarget an absolute minimun
retirement. Ma i ced tad reyd ecaormpiomgesnt s (second tier) help
and thus living stamd@garldd ebathWleearetwaorement . Finally,

voluntary private pensions.
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The first tier comprises of benefits that are a pa

depend on palsiTthisartrniemgsccan be <classified into thr
targeted pensions, and minimum pensions. Basic pen
on residency or a benefit that is availablee sonly t
The benefit |l evel may vary based on the duration
contribution, while it remains unaffected by the e
targeted plans is subject valweerohi hheebedehcy tni
dependent on income from other sources and may al
pensioners with | ower previous earnings receive hi
ear niMignsi.mum pewsirenermeither to the minimum of a
or to all schemes combined. I'n most countries, t
pensions and does notMithesnumf prenct hes iendc dhme. speci f
of l'ifetime entitl ement, which may increase i f thi

thresholds or are calculated based on minimum pe
entitlememimeofs baweeaon a higher | evel of earnings

The second tier of t he |pehpbuibolni cs yasntde mp rcievhasties tesa ron
retiremefPubhicorsieecronpdensi ons can be delfdsixidf ibeed eif n tt
(DB) , point system, notiona, ared i marddatonrty i burni wat
funded defined caontAr idedti ned @OEDEY¥ it plan is a type
employer/ sponsor promises a specific pension paym
retirement t hat depends on an employee's earnings

thancdiyeon individual investment returns. Such pl
and are typically refesgpgd ({PAYG) thesttémssTlhe pagco
poisnytst em. Wor kers earn pension points based on th
pension points is multiplied by a pension point va
Third, there are notional def i nerde calng a igmuld-liiomn g dWyD
go schemes with individual accounts that apply a |

mi mi cking funded defined contribution (FDC) pl ans
bal ances exist onlymiomi ¢ther ibrog kisn otfi tt lhtei and. At r et

not i oam@mitsalkonverted into a monthly annuity using a
1The classification | argely follows the sources proeinded kydOEC
i ncoerneel ated pensions dftei eassiAgxmced dtiommgt h® 2 his understanding,

standard of livingriknoeghbegeifvalsendd aedepensngneri Theienufoe
by the World Bank and al so psapretcsi fafc tshhairmatsi adrndlf eand roumbjtedts
sources, all types of PAYG systems, regaedbaest sobewedtalpend t hey
systems, are ihckcped | Bbm.tOeher sources, in turn, assign all f
theétiler, regardless of the form of financing. There may be sor

that the different sources and cl| asAlitfeircnaattiiovre moicHiesns ii aamd | noont
by the Waoaarnldd bBlarmslpeait riyc sesccéedbedrréed. S$ecti on

2This meazmunttrmatily to the World Bank cl| ageilfaiteat ipem, i mats amley cd
as second tier.
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most i mportant aspect that distinguishes NDC systems
points Ssystems) i s the fact t hat both demographic
i mmediately. I f the economy grows atsea @sahdwer 1t dtee | it
expectancy of the population increases, it implicitly
NDC, Il i ke t ey oagtoh ey spg eeyms , is financed by <contribut
generation of workeraviahyg isBflheneédrbyspoplul aei on ag

defined contribution (FDC) plans are mandatory for fu

schemes, contributions are made to an individual acco
investmeeturns is usually converted into a monthly p:¢
secotnider schemes, with the NDC system bnresiinnge nmoao e sus
popul ation aging) than the point and DB systems. Fina

f
h
v
types -afyogay systems can be distinguished among publ
c
p
Sys

tems are based on individual invest ment account s.

Sec otnide r schemes have different tlypracotfers chemes. dRB €

schemes typically have a nominal accrual rate, expr
pensionabl e earnings, at which benefit entitlements b
the contribution rate,t htahte chaing hbeer stuhpep oarctcerdu ably rcaotnet r i
systems, the pension benefit is equal to the number
mul tiplied by t ke hpanegt awellaunenu iRRDYC di vi sor t o convert
capital in the individual account into a monthly pens
do the same with notional actTheuhamedakcapstmnal OE&De
i mportant parameter of DB systems. It is expressed a
earnings. In some countries, ,thwadséeacaor wadlherast eashegr
earningosr aears of service. Hi gher accrual rates pi
sgtainability of the system and are only possible wit
high |l evels of taxation on | abor. Theersesgnstlemsnport
applicable to DB, poindar mindg&ND@eiagsestt,e mh,e ibastilse f or ¢
earnire¢gated pensions. Mo s t countries use full career
final years before retirement or best years of earnin
to be higher }Ydbanhypithalrl weassoci ated with | ess sustai
applvyalaorizateono past earnings to take account of

bet ween the time pension rights are accrued and the t
used rate is the growth in average earninmgs$edln some
for price inflation, which means that nominal wage

reduction in replacement rates.

A counterpart to valorization itnheD0O nstcelugensdts e(dbtdetoh NDC
contributions paid. It is based on financial market r
rates in NDC schemes. For public NDC schemes, an i mpo
returns. This is wusual |l yagdeonge owmsihnga sGP pgrooxwt hf oorr fw n
perfor mance.t hlen caodhdirtiidouneihen preatcent age of income paid
system, is also important.
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Anot her ciomadepat wsnch refers to the growth of cur

commonly, current pensions are indexed to prices,
to nominal wage growth or to a mix of price and wa
Finally, most countries set a ceiling on the earni |
as a multiple of average wages. I n most OECD coun
except in |Israel and Switzerland.

All those el ements oeff ftehcet isvyes tascetardueafli nrga ttehe r at e @
benef it entitlements are DbRoirl tt feorDB asxys tyeenari tofi sc
nomi nal acorualctrealtd or the effects applying to pen
schemes the effective accrual rate depends on coni
factors. For the European OECD countr i eess,t @of.fleBct i v

in Lithuania an%i n hfeu shtirgihBeisf¢td)olenpra2r e

Fi gdiEd fective accruadareder @ade aeavadner fu%lof earnin

2.0

Italy

g £
= @
&
<

Portugal
Luxembourg
Hungary
France’
Greece*
Slovak Republic
Sweden*
Finland

Iceland
Slovenia
Norway*
Switzerland*
Latvia*
Belgium
Denmark
Germany
Czech Republic
Netherlands
Poland

United Kingdom
Estonia
Lithuania

*combined rate from all elements of the second tier; ** Ireland does not have a mandatory

second tier.

Source: OECD + Created with Datawrapper EC Q%i;.;::
Ot her i mportant characteristics of pension systems
replacemeanidemea feist. rMatei s pl acement rate is defined
entitlement -devidethembly @aeni ngs. I't thus measures
income | evels can be replaced in retirement. On th
ratio between the average (public) pension benefit
whol e.

2.1.3. Third tier

The third tier consists of individuadf fpienisd mtn Iplroodl
savings account. These a2mel mgied|l wndsedpbyytelkes sal &
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a collectsecbemearrbaublmecomi ng more i mpostuantiaati popyl a
problems of the first tier and the unfunded second ti
be purchased from investment companies, -theurance ¢
products are generally fiulhldegalli ho mostercoumtumnaesd ipr.i

and follow a simitlar K ogideid.tephresyd cooahrd ,be or gani zed as
defined benefit onm delHdémesd. comdard bmay be different wa
encourage savinge.idhtbaghhstadupsel deés or guarantees.

While the tier structure corresponds to the distincti
it makes sense to distinguish between funded and unif
similar patterns irrespectivmeanadfaytohemghaeiroaugtd masd atpar
systems or purely voluntary. From this perspective

bet ween how particularFpgane are organized (see

In funded pl ans, members earn rights or accumul at e &
contributions or their employer's contributions durin
sepadfar@m t he plan sponsors. Members have a | egal or

entitl ement to these assets. Funded vehicles include
ot her Ppelnasniso.n affendypically managed by trusts, pension
similar entities and represent a pool of segregated
Pension imsupamee ded by insurance companies. When pen
used for retirement savings, individuals or employer
Il nsurance companies manage the assets from these pre
those from their ot her i nsurance arcdtiiviid merst. 9Od\hiemg p
products offered by banks or investment companies. [ n
purchase retirement savings products offered and mana
such as individual retirement accounts (I RAs) in the

Aufrther distinctionocanph tanopaedres opneatl we egpes. Empl oyer

(from the public or private sector) may set up funded
cases, the plansoacepabtWeaelkeredi maisdual s choose and s
themselves with a dedicatedopabvider, the plans are

Finally, where the employer is responsible for guaran
such occupational pdafmnisnad eberéertTa@Db)e needans promi se
be a pension calculated on ¢ehgabpbasiys beEngehepnpél spavan

nvestment return. I n the former case, the plans are

—

he | atter case they are referred et @.nasi nhsyubrraindc eDB p
company) proaindee,atdheapl ansDEgpreotcoomtstdhenr evd steq bhdéd t he
is no (fixed) guabD@mtpge,t etchedpl ans ar e
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Fi gbrfreatures of pension plans

Occupational

Pension funds

Personal

Occupational

Funded
Pension insurance
contracts
“ Occupaﬁonal -
Personal

Book reserves Occupational

Pension plan

Budget

Source: OECD 2022.

A final el eslaumtdedf peuason plans is the book res
employers' book reserves are not |l egally segregate
accrued pension rights may be atolrverkcy.n Sohnee ecvoeunnt
withis toxmpapafti onadlavpepe resitamd i shed insolvency guar
countries encourage or require employers to take o

Funded pensions can be subject to different tax r1e€
often in three situations:

T at the stage of paymeritt ypficiansdyr dahmee ppreenniumms d

the tax base for personal income tax, and the |
to the employee's income,
T the generation of intbomel bytpeno®inom hteusds pl use

wi t h -raatfed aitncome t ax,

T benefit pmysntenoften taxed on a generadumasi s ¢
capital gains tax.
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For each el ement it can be taxed ATO or exempt AEO, V
in atway c otnhbei necelse ment with the taxation, e.g., TEE o

The classtfucaturenin thist m@BO®Ihrtdieerrg esltyrlufcd tuhr ew &

sources, all foombenfedgaeamidad @ng &tri eolnaatle de agenn snigssns ar
assigneddtioent4Beeé@pendi ng on the mandat.orAc martdiirreg of p
to this wunderstanding, the function of mai-ntaining t

orieme¢ edif Sckesf | mri intgeridoinerf opwiRei esed er pensions only prc
for-rfat @t basic pensions ifager povlkedfypnevieah 6f omabhtden
of living standard can either be based on PAYG system
or on funded and often occupational pension schemes a

Dependent on the structure of the particular nati on:
specific chagbtfdeatiaor fromlheé ec &3H®Driwftircu cctl uarses.i f i ¢ a't
systems fioarndAuasltsra af bus WGalrlmand/i stingui sh between 3 pil

syst@&@mguw). €or exampl e, the Austrian Association of p
("Vorsorgeverband" or FachdeVbasadr gek ashPseenns)i omassi gns
provision under the public and statwtory PAYG pensi on

Fig6erCé assi fication by the Austrian Vosorgeverba

The classic form of ASVAupderhas dlffeagénsinades the first

pension system, as do ci vil servant pensions, widows'
pension scheme was introduced as the fAsecond pillar
contrast to thenstwastorgapedsas a privatdhg organi ze
third pillar includes individual savings plans, such
"pr@amienbegymfst s a8 ukhe third pillar also includes

forms of retirfeorme nitn spiraonvcies icoommiomgogplkesr sokhabpti ons and
sharceapj t ailnc ome f r ofnh e r eGetri nmagn. y Pensi(oinDeuthsalm@ance
Rentenversicherungo) provides a rather similar three
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systielmre, the statutory pension prov-calbadistahbtac
provision (fistandard provisiono), the company pens
private provision (e.g. ARhestsecdnd!| amgd) ttho rd phi
mandatory (legally binding for all employees) and
The country speci fic classifications by AVor sor
Rentenversicherungo in Germany are unsuitable for
this Bwaudyeasons &iestel eeansion system designs val
countries BNonshbHéered. these systems hcomipl Ibaer inmadeeglr ai
parallel to the Aus$fecamdby, Geheamant systeme in the :
any information abloduge tsheec Uruintcyt itomast odr e fRudrf i | | ed
exampl e, t he Netl fteor | @eadmmanysi omi | &dAustri a, has a pu
componiema Dutch PAYG scheme does however not comp
rel at edme sButch PAYG component does not ful fildl t h
of securing the standard of | iving aGonwver PAIYG, styls
availability of occupational funded pehsions vi duth
funded pensions in the third pillar say nothing al
funded pendhendfegrme. of integration into an overal
I n the Netherlands and Denmark, occupational funde
i n most coll ective agrTéheomegrmt snodt |iergdad dtyr ybilnedv enlg. o

systems reach a high coverwgekiorrg mpo @uhledytai@s® 0 % o f

mandabaodyprovide for the maintenance of living sta
Ger maByen i f occupational pensions ar e provi ded

comparable coverage |l evels are far flrromtlbies nge agdd
although occupational and individual pensions are
and third pillars and can be combined with standar
and (ymasdatory integrhawecdradtmpepradh iomf istysd esni. gni f
di fference to the Netherlands or Denmark. Here at |
represents an integrated and mandatory system comp

Figdattempts to inttlyrpiel d atrh enoAduesit riinatno t he OECD cl
The public pension system of tlhte tfakresst opn |tlhae ffwrc
mi ni mum security of basisccahkcedefiAns ghei ¢ loe s bbdg 4 d
ti me, eraglndtnggds benefits are provided for Henr et,he PA®
consistent with the OECD"Weéfeirniptinegnontshearfurdatiford
PAYG penBhenpensions of the second occu'plat'ii@nal pi
pillar, dependithhge om gwme tzlaeg¢ i on of occupational pen
coll ective agr eBimeanltl yr,e g3urlda tpiidnsa.r i ndividual pensi
of the OECD system.

]l nformation is available via the Wethd)itn&k of ADeutsche Rentenve


https://www.deutsche-rentenversicherung.de/DRV/DE/Rente/Moeglichkeiten-der-Altersvorsorge/Drei-Saeulen-der-AV/DS-Die-drei-Saeulen-der-Altersvorsorge.html
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Figunetegrati on tolfrpdidirdoadkeuls tirri taot h rtedee@E QD d e |

Three pillarmodel( AVor sor gev

— Second Pillar

Occupation.
funded

pension (e.g.

Betriebliche
Alters-

I n contrast to the OECD three ti-prl mademodéle Wor bdd@&

classify the structure Axfcoodemaglly, péhei anut hpssemd. t|

(Hol zmann & Hinz in World Bank, 2008) distinguish bet

3]
S
o]
(8}
c

P
c
@
S
9]

=
=
3]

x

vorsorge

Pensions-
kasse) Third Pillar
Individual
voluntary
funded plan

f nomontributory fAzero pillaro,

f a mandatory dAfirst pillaro,

T a mandatory fisecond pillaro,

T a voluntary Athird pillaroé and

T a nfPinnancial #Afourth pillaro.

The -nontributory fizeroo pillar is consistent with the
of this pillar is to Berefeintts paorveerit yddmenodledhtage.om
participation. The zero -agé¢liancemevaidaetae Blawmisoli mu at ol
ensures that people with |l ow I|Iifetime incames are pl
Exampl es -cfooot rndomt ory zero pillar benefits are the 0nA
public basic pheerslioomds.n the Net

Thmandatory fA§ifehampmnbtrabwti ons | inked to varying decg
the objective of replaciaAgtsomaeanemd hdenacsocnimdEmaelsi f et | me
typically PAYBasied @amdat hus are, in particular, subjei
ri sBRenefits arel @taernhe falgedc t the | evel of contribution

example are standard pension benefits within the frail
Austria or Germany.
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Mandatory fAseclhearmdegpidrdartoypindalvliyulad s esh.vohgiss apciclolus

compri wedeaset of design options including active
choice parameters f orandeliencvteisntgmeinrn v ensat nnaegnetrss , and
withdraw®utpsamely, the second pillar includes all

pl ans, depending on whetherl nt Aeiyst afra maddateomangr
actually no such flor @®odr, e @uipl ®¢ eleys laaw. aut omati cal
an individual FDC Tharkseibdonr rosfc htehme PPK scheme (fAPr e
programy kapn ttehpowWed)her |l ands, the occupational fun
for in most collective agreemmost depsaldyngoonesd
mandatory fiislesoahdmdad.i s al so applies t o t he Dan
(Mrbejdsmar kedet9 ,Tiwhlikcghs ppesn smaonndat or.y f or empl oyed

Fig@netegration of the World Bank five pillar model

World Bank classification

mandatory
first pillar with
PAYG based,
earnings-
related
benefits
(ASVG)

mandatory
second npillar,
funded
pensions
(no scheme
Private in AT, occup.
plans in NL or
ATP in DK)

©
(S
o
[S]
=
W
c
[}
(S
o
S
=
[}
o

Voluntary Athird pillaro schemes correspond to all/l
they are voluntaryTheyd cneont tmeakned adiofrfyer ent for ms,

savings for retirement ®meragssm forthé sfadi miaofy, at e
they may be employer sponsored orl nc Ampltetieal,y biorn di
occupational pension plans provided by "tBlreragd ebsksa
pi Imoadrel ) and i nditvhiichualheplfamsnewor k of "pr2mienbeg,
(third pillar) correspond toThbdisamelapplregsthorac
pensions i n Ger many, depending on whether they é
agreement s, as wel |l as to vagenpaoyi sndnvisdoeoal afk
contracts.
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A nbnnanci al fifourth pillaro whi,cshhchnalsudasni d yc s ptoda
omt her for mal §borakxpmpyeamstadrtnn ccaarree aprda ghreanngs )

i ndividual fifhanmanal alands snetns (such iamaxomemdr omner st
mortgagdss)yfmodmgs of pension provision in this fourth

of the pension system in the countries considered bel
in the followidngsll country stu

As ment ih@necd,astssitfriwecatturoen i n this trh®kE€CDt t-thaepel y f ol

strucHouweev er , the country stnuadtiieosn adr es opuarrctelsy, bwahsiecdh oan
di f ferentl nsttrhuec tiunrteer est of standardisation, componen
OECD model are conceptually described as fAtierso and
are named as fpillarso.

22. The politics of public pension refor ms
The following section describes the design and insti:
11 Europeanlmopmeparati on for the country studies, it
pension systems in t heTihre hdiesstiogrni codl pdkenwsdlomp merrstt.ems i s
of gradual parAmganrticculedrorimssti tuti onal structure ¢t
degree of institutiTmiad ipattduadependaesdcy.tuti onal , p ol
restri@Qrndena 9$ysteesm abl i shed, spyasrtaemmeattriicc "a nrde f 'omons wo
produce winnets$s asdimpeoet ant to bear in mind that on
i nstitutiinoneaflf elcotcsk of ten contribute to a fundament al
instituti omaweverntutbads. following section describes
trajectories for Sweden, Denmark and the Netherlands.
in the Overall Pension I ndex andoni3n H5he. 136bheseboard as
three countries achieve good results in terms of bot
other countorfifesanad tar andeegat i ve correl ation between ade
be obs&S&ueédda conflict of objectives is particularly
strong focus on HFA¥YGrecmpdrsemwmtfst he OPI scoreboard ass
t he interaction of the different financing systems
components and funded acdovmapnarmaegret so fi st hae smnea jtchrr ee count r |
I ntroducti on

The historical origin of publ i c pension schemes i s
understanding more recent reforms in selected countr
systems. Bi smarck countries are thoseciianl whadlcihcy tvhaes
founded on the social insurance principle, which resu
poverty prevention. The opposite is the case for the
universal, takiowanceadtp&bsesi bansystem was established,
of guaranteeing a minimum below which one cannot fal/l
the previous standard of l'iving upon the end of t he
partiastaraAand Germany, while Sweden, Denmar k and t|
t o Beveridge <countries. However, as explained by Hi
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undergone severahrreftcbumdsi e among those Sweden

(Sweden in 1959) established a sechasegpubdnfcumpdeéed a
|l east in principlep)]avedl degphemeatarygpensi on and
provi siagrys nign degrees. As these complementary pensi
relevance of the '"basic pension' pillar declined i
four countries thuousomB8it amarpkosedntries (Hinrichs,
t he | atecomer s, including t he Net herl ands and
compl ement asys poemsgilde®#0s. I n these countries the s
and pri vigtger,otbeuctt t he employees who orient their ¢
toward thospulbleinelfy tsegul ated and controll ed. I n t
generalisation of the second pillar was predominan
Sweden

By thd4d9m0d a comprehensive national pension syste
citizen had been established in Sweden but indust

required changes to the system, toouraecrcso.unTth ef odre btahte
and the making of the supplementary pension schemi

socialist parties advoratedsehéemerpaoposeadrbpnlthe:
voluntary occupational gLemsieornatpveposeatiebgatsht he
Party (SAP) insisted on a <ampuslcheme, I|lagil9I5®dDt e d ha
accepted the SAP model that included a generous un
by earrneilnagtsesli pns (ATP) that guaranteed a full pens
based on the earnings of the 15 best years (the 1
replacement iTevpér waen650f previous incdmwme shkamrgas
was kept in the public domai n.

By the | ate 1970s it became clear that the 15/ 30
compared to the contributions and the economic sus

|l eaders of the unions, the peolATH csayls tperno bwaesm iwdesn tt
fiwin over the bourgeoisieo, and abolition or refo
values. After 1991 genrirght ejg@ecetl mmemt nwavs cfeat med
Moder at es, Li berrtayl sandCetbteen €CRPat sj . Thi s opened a
opportunityavbodanbkeamé Kangas et al, 2010) . Further
the reform process, the government gave it the opp

basivalues and representing them within the reformn
the reform as a reformati emvand patpadved.itiConci d
concepts and terms of the old system were used.

Th

e reform abolished the old wuniversal nati onal [
pension tested against Fotgh9gre Begoetated pensbdns mé
o]

I

fr
ru

m one of defined benefits to one of defeiamed cor
e. Fourth, it created a shift toward flexible a
changes ilni ctc-Amaoggob syst em, the committee proposed
individual wor kerés | ifetime earnings shoud d be s
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funded pension scheme using individual accounts (Ande
| mmer gut 2007)
Fi g9r ePensions in Sweden before and after the 1990s
SWEDEN BEFORE REFORMS 10 SWEDEN AFTER REFORM
10, | PENsioN  [=INDIVIDUAL
9/ FENSION o Nﬁ;ﬂeans-ﬁsted 94 |2 LMP
| ; lm-p 8. o GUARANTEE PENSION
8 s N 7 [ |= EMPLOYMENT-RELATED |
71 1 | PENSION ]
61 6 B 1
51 5.
4 4.
3 3
2 2
h 1
0
1 2 3 4 s5 & 7 B 9 0
PREVIOUS INCOME PREVIOUS INCOME
Note: The ertical axis pertains to the hypothetical amount of pen
earnings. The black ONP basic6 illustrates the -upsveddalrepars of
to tthppart of national pension that depends on other (pension) inco
6ATPO is legistatatteempkoygiment O6Guarantee pensiond is the replace
6l ndividualiGatiisonanf oabbrmelv vi dual pensions.
Source: Kangas et al (2010)
Denmar k
I n Denmar k the firstreilrmitteidatsiuwpeps efmemtaarlnynisrcise mes wer
early 1960s. I n contrast to the other Nowr édite countri
system where benefits were relatedtto Tthiee umuarnmer waefr e
opposing any ko et atodd esacrmd meys whi ch wmalr &k etpr eser ve
inequalities, whi c ht yipseowhlsyuppbemeémteadriyshsystem was i
concentration on improvements inmahk gradoabl ypkadio
generous model of basic security in which national pe
average net wage. Crugiadlel x,habeaocdwregd safi ctshe ff Itehte | eqgi
uppmemrddl e anidnchimegapgr tried to satisfy their needs f
occupational benefits (LMP) which was when the occup
In the 1980s the discussion of the Danish pension sys
the basic pension receivers and those covered by the
for this inequality was that tahrek sienv etrhee eecaornloymi Ic9 80 st
interest rates extremely high, and while contributio
pension schewrnleesduwdrieblteax i nterest on these savings wa
2010) This resul tesd firnonvetrhye koictchumppeayimoénadi ng above 1C
per cent of the net contributions. To tackle the ineq
Pri me Minister Poul Schl ¢gter introduced a tax on per
revenue for the stathe.chTHedsdowonder danos hwpensi ons r e
economic conditions: given a negative balance of payn
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the competitiveness with | ow wage growth during th
Thus, the wunions had a vast interest in searching
The pressure from sever al s ter olirgi otnr aadfe enn iosnks , Meptac
(Dansk Metal, DM), |l ed to decentralization of the

for individual unions to get a separate agreement

creating selectiovemiinmgc é¢ mtaideesnfieams (Due and Steen
negotiations, the DM made an agreement with its e
funded system covering only those workers who sign
pensi cectmmesoMas t o be managed by a board with equal

empl oyers. This compromise allowed the employers

because they would be able to influence thdes i nvest

many ot her trade unions copied the DM pension a
negotiated agreements started the avalanche of occ

Figa®e Pensions in Denmark before and after the 1
DENMARK BEFORE REFORMS 10 DENMARK AFTER REFORMS
10 | PENSION
PENSION aNP means-testad NP means-tested|

LMP
oATP
NP basic

EEuOD

NP basic

o == b W d o DN~ @ ®©
0 == M W & O O <N 0O W

0

PREVIOUS INCOME PREVIOUS INCOME
Note: The vertical axis pertains to the hypothetical amount of
earnings. The black ONP basic6 illustrates the -upsvedéalrepars
to tthppart of national pension that depends on other (pension) i
OATPO is legistataetteempkeogyment O6Guarantee pensiondé is the repl
6l ndividualiGatiisonanf oabbrmelv vi dual pensions.
Source: Kangas et al (2010)
Net her |l ands
Similar to Austria or Germany, the Netherlands al s

the 1L9B0s scheme is the mandatory public AOW scher
the pension system (" Al gemene OuderdomdPwet 't oora Ge
mi ssing capital stock after the war, but also due
productivity and fvaavgpeis achd movglt hpascasfiructur e, PAYG
form of pension financimagasiom thheghloghs¢ ed Ayt haeurt |
generationds gifto: I ntroducing a PAYG system had
already retired could benefit from the system wit|

314) .
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Despite the historical similarities, there are subs
di fferences between the Dutch fiBeveridgiano type and
Austria or Germany. The main dif ffeltagtnee bwaefitbetDuta
resident s, retired or not, from age 65. The AOW syst ¢
provide -realratiendgsbenefits. Benefits were linked to th
public PAYG systems pnohkuder-ealratie@Gebenmaenfyi ts and ensu
standards, at | east to a certain extent and dependi n
maintaining living standards after a |ifelong career
Austri a aacflfyeroend eecreased the incentives for suppl em¢
p. 315) . The pressure towards additional occupation
Net her |l ands, beecraautsee cohfartalte ef | &f AOW benefits. Thel
functionality is one of the main reasons for di ffere
(Haverland 2001). Already in the 1990s, the first PAY
in the Netherlands, while i n oAwgteriiamcomeGevramarsy itlhe rp

to a much greater extent on PAYG.

But even compar ed pgenstihoen sBesvyesrtiedngsi ainn t he UK or in t
pension system is stildl more fAspecial o and has a hyb
wel fare regime i-rselaatmédc Bifsmarakings and universalisti
An | mporitnasnt i t uti onal el ement of this welfare state
soci al partnership. Corporatism forms an integral par
historical devel opment since the iSeglond tWoe | du Wahlh A C\
pensions system was initiatlileyr ipnenresnideend noond eyl .p alrnt tohfe a.
outcome of a series of political discussions between
we l | as empl oyer roardgea nurziasdnso,nsa afnrdagmented system of

i nsuranceéor,elearendi nwosr ker 6 s itnessutreadn cseo cainadl nperaonvsi si ons

The General Ol d Age Pension Act that introduced the A
Dutch pal ifoy |tolwed Beveridgian | ines. On the other ha
tradition, the occupational pensions were negotiated

unions. As early as 1947, government regehsitomns mad:é
provisions compul sory for all firms in a sector, also
Al ready in 1953, five years before the introduction
two thirds of the empl oyteiedsn aMe rpe rcsoiveernrse d( Hbayv eorclcaunpda 2 (
mandatory funded occupational pensions become even m
Al t hough the AOW basic pension has been sta&tadily expa
oriented design ko ntad naldl advw of dirwea reasonabl e income
for the middilrmrcaoame drioupes . Accordingl vy, empl oyees pu
occupational pensions. I n parallel with the expansior
an i necroefasthe coverage and generosity of funded occup

The fAgolden areado of expanding welfare and pension

foll owed by adapnhpaesnei nogf pcoositci es in the 1980s and 1990
was a decoupling of the minimum wagt,f whi AOWspenmeisomas
benefit, from the devel opment of real wages and the
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contractual wage development in the private sector
of the public PAYG scheme in the Netherlands. Sul
increasing i mportance and coveragerdfanfdu2déd , o @c u
For employees who were already insured in occupati
AOW scheme did not matter because the overall bene
and especially the 19990 spolsiicmielsarc ocuolsd adlasnop elnd nob s
and Austria. I n the Netherlands, however, these po

entire pension system further towards a more funde
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23. Austri a

2.3.1. Demographic profile and demographic forecast

Tabl:Rustria: demographic forecast

2019 2030 2040 2050 2060 2070  2019-2070

Population (thousand) 8,882 9,159 9,297 9,345 9,290 9,247 il
Population growth rate 0.5 0.2 0.1 0.0 -0.1 0.0 ~ .
Old-age dependency ratio (pop 65+ / pop 20-64) 30.7 40.3 48.2 51.5 54.8 556.9 ./’"_4 ‘
Old-age dependency ratio (pop 75+ / pop 20-74) 13.3 15.5 20.9 250 25.8 28.0 .,/r"'
Ageing of the aged (pop 80+ / pop 65+) 27.3 29.0 31.3 40.0 39.1 41.7 r_/‘J'
Men - Life expectancy at birth 79.8 81.2 82.6 83.9 85.2 86.3 / ;
Women - Life expectancy at birth 84.3 85.7 86.9 88.1 89.2 90.2 /
Men - Life expectancy at 65 18.8 19.8 20.8 21.8 227 236 /”' )
Women - Life expectancy at 65 21.8 229 23.9 248 25.7 26.6 / )
Men - Survivor rate at 65+ 87.4 89.4 90.9 92.2 93.3 94.3 —
Women - Survivor rate at 65+ 92.8 94.0 94.8 95.6 96.2 96.7 ,,/""
Men - Survivor rate at 80+ 60.5 65.7 70.0 73.9 773 80.3 —
Women - Survivor rate at 80+ 75.8 79.5 82.4 84.9 87.1 89.0 _/—/‘
Net migration (thousand) 44.3 313 294 27.2 26.4 25.5 \\1.
isson - Ceated rappes LCO =

According to the demogrTapod)idch  op epruwlsat if mm VAiulslt rgraow t
million by 2040 and remain at that | evel unt i | 2070.
will change dramatically in thagecdmiprgdeaarys . rafkrnom(tih
of the pop6ébatandnoasgedto the popuWbatiitonwialgle dr i29e tloy 6a
temercentage pwint 2080 4d40d3f umtthheerr etad t@boutl n5&Gddi ti o
"ageingagoefd itrhcei cebhe®rrati o806 tbheb6beeowell i se from 2

today to mwie than| dbger ter m, reflecting the sharp
indicators of |ife expectancy, both at birth and at a
to increase sharply, reaching an aver agaddift imom,e t har

more t%ah B0t h meenn anrde weoxmpect ed to survive to the ag
8%are expected to survive to thefagememn &Wrivih v2HOgot ov
age of 80+. Finally, net mi gration is expected to de
pressur@agen delpeendency ratios.
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Tab2e Austria: exit ages and expected duration

2020 2030 2040 2050 2060 2070 2020 - 2070

Average labor market exit age (CSM) — Men 63.2 63.2 63.2 63.2 63.2 63.2 ——————
Duration of retirement — Men 20.3 214 22.5 23.5 244 253 ,,_—r—'—“f_*
Percentage of adult life spent in retirement — Men 31.0 321 33.2 342 35.1 359 r,frr—“—*
Early/late exit — Men 3.7 25 21 24 2.2 2.3 "\\f_L_,
Average labour market exit age (CSM) - Women 61.4 62.6 63.2 63.2 63.2 63.2 -
Duration of retirement - Women 25.3 246 25.6 26.6 275 28.4 : .__,,_/Jf”’“
\I;'Veor;eennlage of adult life spent in retirement — 36.8 35.6 36.2 371 37.8 38.6 ’\_j_/-
Early/late exit - Women 0.5 22 1.9 1.8 1.6 1.8 <

The labour market exit age as calculated based on Labour Force Survey data for the base year and estimated by the Cohort Simulation Model
thereafter; ‘Duration of retirement’ is calculated as the difference between the life expectancy at the average labour market exit age and that exit
age itself; The percentage of adult life spent in retirement’ is calculated as the ratio between the duration of retirement and the life expectancy
minus 18 years; Early/late exit is the ratio between those who refire and are below the statutory retirement age and those who retire at the
statutory retirement age or above.

CCO s
Despite increasing |ife expectancy, the average | a
toise unfab2)&@b&O0average exit age for women i s expe
as forbemamnu,secefnt reforms. Due to higher |l ife expe
wi || increase from 20 to 25 years for men and fron
are expected to spend more than a thind d&fi gthleei f ol
wo men, at 38.6 years in 2070. Due to recent refor
decrease for me n , whil e the bhepassteheofi ncerpeet éa
retirement age.

The role of migration

—
>

scenarios presented above are based on the mai
deseaml ppgitive net migration. I n the main sc

>
o O o
e

ut 35,000 per year (until 206909 n s wihmmihg r atcil ugl ets
ear and about 120,000 persons emigrating from

Q
Q

cterized by a slightly higher fertility rate,

o T o
- - O T
-
<

is instructbbve 0D BhbDwr natei onal mi gration for
mparing the main scenario with a (Bicewwrhdfhe witho
mber of persons aged 65 and over is relatively s

-~ 5 0O

~ 92 ® € O O T ¢ O
w

e migrant population would also begin to retire)
pul ati o4 agwldi B9 r emai nilsi an iamo2m&0 5i. @ tmhé main
7 mil-mignathonheceroari o. The cumul ative diffe
e solely to the positive migration bal-agee. Thi
pendendcy R&BGIODo with andFwgtuiReutwhmicdr atnicomreases to
in scenario (1,83 working popul at-mioghr pteiropopaué mar
31 working popul atCons ipatelr égprofpaudtatti oant 6t5he . r et i I
mains relatively constant in each scenario (due

ABQ'Q'H-C

_‘
D

noring the differences in fertility rates betwe

(@]
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annual net migration that woadeae dcep eredcerncyarryattioo kaete pi
Il evel (32). Under these simplifying assumptions, it
mi grants per year woul d be naegeed eddeguemtyi Ir a2 0 &0 ctomm sk eaenpg .
the end of the projection period, if the number of pe
popul ati o-64 agwed!| @0be 8.9 million, of which 5.2 millio
to 2060.

Figadeustria: demographic forecast20wWiOt)h and without m

Main scenario: 20-64 == Main scenario: 65+ = = No migration: 20-64 = = No migration: 65+
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Source: Statistik Austria Demographic Forecast 2022 « Created with Datawrapper EC @Jgﬁ‘;c;;:f
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Qualifying conditions

A person is entitled to a pension if contribution:
exceptions for disabled persons.arFd opretshersse viBd hmwo
84 months must come from employment (or contributi
96 monthemeamrom ot her contribution pleeawa,;s, misluictha
services ear i nlgi lIpekeri ods (OECD, 2022).

Current and future retirement age

The statutory retirement age is 65 years for men a
for women, respectivel y. The female retirement ag ¢
period from 2024 to 2033 ( byetiweyeenartsh es taegpess) .o fFo&5 r
men and between 60 and 63 faosre dwobnye 4 .t2h% ppeern syieoanr .i sV
defer their pensi on al so continue t o pay contri
t

entitl ements. Therees aroer seeavrerya lr eptoisrseinbeinlti:t i

1. Ltoexrgm i nsur ancefilcaonngtzreiibtuvte rosniscthéea K leenrprdengéd lownn g ¢
currently 44 (women)/ 45 ( men) contributory y e
retirement age is 62 years for men and 59 year
years (4.2% deduction per year before the statu

2. Physical Sghtvar dr wey ksgeaendbni bution period of

or more is required. Additionally, within the |
to be at |l east 10 years of physically hard work
year s. Thertei os.86f peédugear before the statutor
women this scheme wil/ only“*be relevant from 20
3. Copendoar r(ildoopensaitont he age of 62 year s, w h
insurance years (5.1% deduction per year, maxi ml
retirement age). For women this scheme wil/ onl

Fi rtsiter pensions

Mini mum perfisommner s withr el alteew dammrifigst eecedve ¢

suppl ement if the sum of the gross pension and 1in
apply) is |l ess than EUR 966. 65 per month for a si:i
reiree wil/l receive a compensatory transfer so th
threshol d. I n 2020, a At easdt deidt isounpapl! efnmoernmt omMa smeianntsr od

(single households onl yi)onwiniohn tahts |(e3a0s ty e3a6rOs )c owitlrli b
of EWRBOL Pensioners in single households with at |
received a minimum of 1,315 EUR (1,782 EUR for cou

“For some persons (dependent on theirmMiLhngtzei daeérgi chierruen gisyp ea
Schwerarbeito.
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the adjustment of benefits wusuarldlyatfeod | pewss itcres .adThue t

of the mini mum pgbeorfsitchre vaavseratge28& r oss earnings in 202
Targeted Thepmomt of-t ebBeethemnsi mum i ncome scheme is to
standard of Iliving for individuals who are unable to
their dependent family members. The assirstamee schen
el derl y. However, older people can only apply if no

threshold in 2020 is EUR 917.35 for singles (EUR 1, 3
payments. Before atpepdtyddigmdmri raconnme@anscheme, all i ndi v
must be used up, up to a threshold of EUR 4,586. 75 in
apartment, but the authorities may enter the | and reg
The mini mum pension is generally indexed annually to |
benefit is indexed at the discretion of th& governmen
of average gross earnings in 2020.

Seconder PAYG pensions

The setciomfid t he PAYG pension system is a defined benef
financed by compulsory contributions (up to a maxi mur

rates are unif ofmigyoset emlren2mog®ional accrual rate in tt
is 1.78%, which is the fifth highest among OECD coun
calculation is based on |ifetime earnings. Pensions a
a discrredtieontarayt typéeealnfyl axicerdsPemsi onabl e earni ngs
times the average wage. Given these features, the e
currently the second highest in the OECD, just behind

Public Expenditure

Public spending on pensions has increased steadily i
around 13.4% of GDP. Since 2010, it has increased by
to comparable data from 2021 oritheelawdaesthaviaolbratbheh
among OECD countries, with only France, Greece and |
GDP. Private spending on pensions%bot GOmRmpana20Otveél yThe
ol-alge poverty ratecedtethgeedf ashéehpopetltati%af with an i
the median equivalized hous%howhi cdh sippsladow ec o mpgamed t
OECD countries, but slightly higher th&@hntR2&1l1Boverty
For ol der women-age pawvtirc¢yl as, solgai ficantly higher tt
at %2. Which is related toméhwohivommbegal Aakt piaat Th
comparativaedy poweody is the resultthamf imi ghdrerr epluade
(whi ch, however, wi || decrease until 2070, as expla
replacement rate for a per son% eawhnilreg ittt paowear & goe 5wa ¢
person earning twice the average wage. The OECD aver
( OECD, 2021) . By Acaempamnsascrystemei s very generous. L
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pension wealth is higher than in most OECD countr
earnings for |l ow earners to 10.6 times for high e:
femal e earnings to 11.6 ti mes f orbehiwgehe nealrln &8r sa.ndT It
men and 13 and. 8.8 for women

Forecast of the public expenditure

FiguBeRustKdraecast of public expenditure on pensio

16.3

14.3

2020 2025 2030 2035 2040 2045 2050 2055 2060 2065 2070

Source: OECD, European Commission * Created with Datawrapper %ﬁi»}%ﬁlﬁ
Public spending on pensions is projected to increa
then to dec (Fingel Btdohel 4dy3n%a mi cs of pension expenditu

into the dependency ratio, the coverage ratio, the

Thdependencegf freactti oref |l ects the evolution of the ra
t he weargkei npgppul ati onr6 4()p.o pwhlialtei otnhi2s0 rati o is 30. 7%
rise to 55.9% in 2070. I'n the abseseedghamthber aft
alone would increase public pension expenditure b
compared with 20109.

The reductdomwmeroafg e trest iboack predominantly to the e

assuming anmaeked in the female exit age from the
After some reforms in the following years, the hai
women from 60 to 65 between 2024 and 20n33t hies eexxipte c
age. The decline -agetpensumberi sfabsd [inked to th

of survivors pensions.

Theepl acemartclrnatess from 55. 4% in ROAOfitbeSERL H66si n
throughout the projection period from an initial 5
pension refor ms, notably the introduction of the
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somehow reduce the fiscal pressure stemming from ag

i ncr easagneg poolvder t y.

Figadkustria: Components of change in the public

[l Dependency ratio effect [l Coverage ratio effect [l Benefit ratio effect Labor market effect Other

-03 04
-0,2
2030 2035 2040 2045 2050 2055 2060 2065 2070

CCO) AusTRIA

Quelle: European Commission « Erstellt mit Datawrapper uT FOR
WIRTSCHAFTSFORSCHUNG

The changes due to the fBiugudmévercanst i,dr e 0p/rOe saenn tiendc riena
due to increasing dependency ratios of 9.3 percentag
points with the decreasing coverage ratios, by 0.7 pe
mar ket and by a subsbantsadué. Popeéeheenedgetpon in the

Forecast of the replacement rates

Tab3:AustBaeamefit ratios and replacement rates until

change

2019 2030 2040 2050 2060 2070 in pp
Public scheme (BR) 54% 53% 49% 46% 44% 42% =171
(P;;a)hc scheme: old-age earnings related 54% 54% 510 48% 46% 45% o
Private occupational scheme (BR)
Private individual schemes (BR)
Total benefit ratio
Total replacement rate
Source: European Commission * Created with Datawrapper ECO @JLL?;;;‘I’:‘ZE::

Benefit ratios and r eplTaache8ngehnet troattae s baerieen €d huadw m gii no ,
earniremgated and mini mum benefits, is reduced by more
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i ndicat
goal s (-
T the

rlmged benefit ratio falls by about 9 perce
an 3 percentage points. These figures imply
el derly wildl be si g@mirfsicantly reduced in th
t of the debt I evels
easing pressure on the public finaageees i n A
expenditure reduces fiscal -tsesmapmnajpeéctiign
inanci al l'iabilities a4a80peér aeouage 2080GARAd\
vel until the end offitghidepr oj ecti on period

gubkustria: Pr ot ergm bfeian alic d boinlgi ti es (in % of GDP

99

2005 2010 2015 2020 2025 2030 2035 2040 2045 2050 2055 2060
AUSTRIA

INSTITUTE FOR
ECONOMIC RESEARGH

essmeaet mofi soabh sudbtaiedalbinl tt wp campbement ar
ors that show the upfront fiscai eadyj dstsmant
E&d,N PG23) :

S2 indicator measures the fiscal effort re

l ong,term

T the S1 indicator measures the fiscalt®bPort r e
ratio to 60% by 2070.

The S2 indicator measures the permanent adjustment
2024 that would be required to stabilize gover nme
component s, n‘aimeil tyi ali )budgeet ary position", whi ch
initial SPBstaamldi Itihzi dgbdt ructural primary bal ance,
is assessed to be at medium risk, with @entS2gendi ¢
points are due tomageai mg skost @regTnii comttshe fl chregg!l t h

oftgrm

care. The structural primary bal anoef requir
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GDP, compalr.e6d ptrooj ected for 2024, and the European
plausibility of achieving this target (based on past

The S1 indicator measur es t he2O0p24r naon ebrrti nfgi stchael deefbfto rrta
to 60% of GDP by 2070. The S1 indicator consists of
budgetary positiobhhe whpchemwasor ¢he 2s0t2adbiSHB iaargd t h

structural primary balance, (ii) the debt requirement
debt ratio from the 60% referencekECFaN Wwed,2 3and Auisitir)i af' us
S1 indicator is 2.4%, indicating a medi wmsfiiosncsal ri sk
accounting for 0.3 percentage points, -heamtbacare f ol
for 1 percentage point. The imp8, edompamnedutral abpt ape

0.%0f GDP

Vol untary/ Mandatory, Occupational/ Personal, Book rese

The Austrian OccupatBieamaleb pand)ooo At a e(hfg regul ati on
occupat i-omgelprodwi si ons in the second pillar. This Act
related retirement provisions:

T Pension pr ovHesn soino rnf sdknadsss ¢ m

T Occupational col IBedtriiwd liimsiwer Kmodd e k(tfi vver si cherun
T Direct provisions all owed Dhiyr eak tceo nipeai ndy] utnog saznu seangpel
T Life insurances

By the end of 2021, the assetsEWwWR7plkeinkliiooanf 6ds%hateG

and the assets of collective occupational insurance s
EUR. O billion (0.3% of GDP). Since 2002, employers h:
empl oyees' mont hly salaries into a pension fund set

system. I n the event of terminatioboaer o&d ®wmmpi mymepeéer bgc
of service of 36 mentemg, ttleel ¢emplrexee ve a severance
amount in the employee provident fund. For retirement
to receive the payout in the form of a |l ump sum (taxe
(t-&axe). A recent industry report by the Financi al M:
occupational pension funds shows that the pension ass

at the end of 2022.

Ot her el ements of the funded second tier, besides the
pension provision in Austria is regulated on a volunt
I n addition to direct benefi-depemdi hgnent-phagehenodmpl o
approxi mathefyahOetpl oyee's gross salary into a privat
can be claimed as business -ferxgpe.nsTetse amedn sairen tfhwemr ke f ou ke
assesses these cohunddbuai ensxempd them both capital g



AUSTRIA PENSIONS SYSTEMS IN EUROPE 35

income tax. The employees own additional contri bt

premium is added for up to 1,000 euros per year.

Respectively, the coverage of the voluntary occupg
count r ineasn dwaittor y-mandguasy occupational systems (e.
opdut s) systems | ike Denmark or the Neb®lodr ltahneds ¢
wor kageg popul ati on, t he coverage in t he volunt a

(FMiensi onokas semaur ridonft2lwo-ageé ngopul ati on. The coverag
slightly by 0.5 percentage points since 2001. Out
t hRensi onskashsotmf 8&ssets are aiclomcati ddtiondstiheemé:
the rest is al ltbemetfdad ism hkaenfeisngddsee OeNB, 2023).

The third tier of the Austrian pension system cons
As with occupational schemes, individuals can choo
directly or indirectly sergseohnhheTlhpwus posa bherptivw
system, a distinction capagteipemnksthtioypnemé¢ echagpe obhéswee
a gener al accumul ation of savings over the I|ife cy
i mportant -ttolme siavi hgsg Private | ife insurance <con
strong upward trend in recent years. While privat
payment, private annuity contracts are udgwedlolnyg t al
pension (BMF, 2021) . The mosagepomprudwirs ifooarin esaft hper
"ZukunftsvVorkbrwas introduced in 2003 as a form of
guarantee) subsidized by the ismiamwem wiinvwe sat mearxt ppernm
year s, the taxpayer can dispose of these rights.

all owed government bonus must be repaid, along wit
and the capitalt.guédraheeeigbtboare transferred or
tax is due. Coverage i%oft ombpa raagber kpeohpgu I laotw oant (1GBE D,
and has even declined in recent years (by 1.2 perc
gains in the face of |l ow interest rates and the re

Il nvest ment regul ations

Bot h s-eamandthierd plans are subject to a statutory
pension plans must provide faainds amarketeepess ofvarsi tome oif |

mi ni mum return guarantee is excluded. I n principl ¢
mi ni mum return guarantee for the invested funds. F
be excluded in the comtframcd drd welee ¢rhpl pears. ol n st
fund commit ment exi sts uwnt lyaeatr ahit smé rné qnuuinr erse a wai
minimum return guarantee in an agreement between t
agreement, collective agreement). Empl oyee involyv
model is based on a dadseeidn baneéfiitned amendfeit pl a
the investment risk and the contributions paid by

SLatest data from 2021.
https:// www. oenb. at/isaweb/report.do?l ang=DE&report=3.16
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inves

t ment performance. The minimum return guarantee
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Il nves

Il n 20
real

d on the Vienna Stock ExcWWanwndepeovrcemttalme Ipadsintfsi
2023) . There are no strict rules regarding i nve
on of the "prudent person rule” in the |l aw. Acc
t in assets e@ndiiskstrthmegntcsanwhaodsequately identif
e and report. Al assets must be invested in su
dity and profitability of t he overall portfoldi
evanvest ment strategies. For example, as of the
on under management in the occupational second t
, EUR 6.7 billion in bond f udndesUR EIURF 8.i9 Ibiiolnl iionn
e funds (OeNB, 2023).

hiZruk utnifdrsvoirs os glej ect to strict invest ment rul e
ted capital in different assets. I n addition, t
ntee on the amounts paid in and on thhe state co
nt . Regarding investmeheasttrad®wgboés,thascapi 28I1C
ted in shares that are |isted for the first ti me
ean Union olri ¢ihes EtEdAkeffrooutpobet ween January 1, 2

guity quota dependsyaxrd et modted Y payBdrd supage (tlhief e ¢
45 to 55; 15% from 55. Exi stitgctenmoaetl s maeg b

mar ket capitalization of the relevant EU or EEA?
xceed 40% of GDP over a period ofcyelvermddeglear s.
ew contracts hastiberenmaeadalngwidthii ma arhd wghe twhe equi
ation must |ie: up to the age of 50, 15% to 60 %,;
f the shares must be listed on certain stock ex
ing contracts maw mhededtnwedtedéttottahe@ conditions
s allocated

ternati onali scoonmppaaraitsi ovield égtl H wrceaat ed i n funded pens
i a, wi t h @Qborfr e@DR yu nadbeorut mabna/gement i n pension seé

gegnsficant 9% hnmegahreirngatt h9a9t. 9t he sum of assets in
countries roughly equals the GDP of al |l OECD

rable data is Pehyi @arnvsk daagd res hfoows tthhea @/ i n Q1 202
nvestedoiinn beognudist ya od2riic a €fa] Bs®aheothdr 3bufids. The

r" category includes |l oans, | andheaenmddebdiulndlisngs,
te equity funds, and other structured products.
assets of funded schemes were allocated abroad

t ment performance

21, Austria's funded and private pension plans p
redg,urwhidfe 3 at es %ri aan Peod-afdfonn ollbr.k5ey. Over the | on

"Thttps:

/'l www. wko. at/ service/steuern/ Die_praemienbeguenstigte_Zukun
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Austrian pension plans performed %ionorrleya,l wietrhmsa ogvee
|l ast five and %ewnweryetahes, | asitd 15 vyears. By compar
Net herl ands and Denmar k®aver agbd masée tbaryedrs (
According to preliminary data for 2022 (OECD, 202:
atl 8, which is around the average for all OECD cour

The main point of criticism regarding the poor p €

guarantee", which is mandattbieydfparodhiacttls desEeendpr ev
The yield guarantee results iwhifamdsemndvestundei pe
the I ong run.

Tax treat ment

As mentioned above, the pension fundébés funds (secc
tax and corporate income tax. The employees' owh a
addition, a state premium is addhoecstomentupi-ntoome 00
exempt for pension companies, occupational group |
and personali pensi bos al | coll ectlinvveesameénpern 1@ ma
considered a company profit and subaectr e¢tat meofiof
income depends on the type of the plan: Pension co
Pensions are taxed as earned income at the individ

of pension accrued byi senfpudlolyyert axoend.r i drultyy ohs% of t
accrued by employee contribnotiossrasceaxPdnpnsPensoa

earned income at the individual s marginal rate of
benefits paid exceeds the capital value of the penc
ar e ftreexe umptoiilntt hiant -s paonesorSedatreet i r2unewnd tpsrpbavgiesi on
Wit hdr awa-k g eampfet draxhaving reached a certain age anc

if the entitlements are transferred t od atno obcucyu paarnt i
annuity. I f they are paid mwsptagsbackuBp%som, thbegbd
subsidies and a 27.5%hiaxrongbhpi cakrrgapasds to &
regiime the secantEEim®eengiamhd rd tier
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1. Strengths and weaknOesesreas | ( aPcedid®rPdinn g ntdoe x

- ThAustpensi onshywtsemood r esulitdse qwdatchywr egaad ©O
0. Gk d r antkneodn g 11 caonudn tiirEigeusi)t abi | ityo EJOPI sco

- Theovempalnlsi on shyyswitse mhmenvckiviem ,fos dlotws i n terms o
score O0.37) amdhkieMar9ket capitalizatfi.ono (OPI

2. Tax treat ment

2"d%t ijempl oyer financed: oEBT pstr astpeoanls opleadn g et ir e
TEE; 34 i er personal plans: TET

3. Contribution rate to funded plans and spl

- Participation is not legally binding. However
compdmeywel agCeamemtsti ons are paid by empl.oyé

- The employer can pay up to 48l 2656% oftanaempi v
These payments can be clai med as beusriereess exp

4, Asset All ocati on

- In the year 2022 BguriotBid&®dg( Biol IO C#PBo iCéhs h( & D
2.%9 , OHaeuB

* Assets invested in loans, real estate (land and buildings), unallocated insurance contracts, private investment funds and other alternative investments.

5. Obl i gatory character

Occupational schemeenmnokemenbj) tdthrdti 0 dAtad pens
voluntary.

6. Paput options of funded pl ans

- Occupational funded pensions i n targeafiadr mudf i"n
a continuous anntwiftfy pmpenmeindn.i sA oonnney possi bl e
up to an upper Iimit ("Abfindungsgrenze" of ¢

7. Contrisbutoi dnundsedpet aest age of GDP

- AccordOBE@QDtBensi on Markets in Focus 2022 (OEC
forms of funded G.&&hemesS&SDRasnolDP 1.

8 I nvest ment perfor mance

- Accordingeroesihata in OECD Pension Mar ka&ter a
i nvest ment f ai®ed 1tdl® O Pwkatsu r2n. 0 %.

- At the same time the OECD average was 3. 7%.

Addi ti onal information and results

T High ianmcd easi ng public costs for the pension syst
assets from the general budget, especially for wo
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T Recent reforms have reduced cost s -tseame vbheante,f itu
rati os.

T Assets isetanded@dandpéemsiradnarpdeawnsery | ow by inte

standanmldys abwouft BGDP7 i s all ocated to funded sche

1T Funded schemes have performed poorly in recent
guarantee" forces prowvriideek sagwetisnvest in very
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24. Cz

ech Republic

From todayés viewpoint, the population of the Czech R
50 years. I nCtkbehyRepub0i®@, mad!| i on inhabitants wherea
is projbeeabedtt db0. 2 mbitlhieonny epadivh $2t0m/e0 .popul ati on gr owt h
is positive in TahakHlegeart 201 9purfemgecttiedde tion t he subseq
decades. Notably the shrinking of the population size
Similarl gototimmitdishre Eur opeaag&ndepentdbaercwyl dati os of t
Republic will increase dramatically in thdofvereseeabl
to those who are betavleikksn pérdo j eed 2BI07t%eianst he year 207
compatr@edapproxi mately 33% today. The change in popul e
down as follows: From 2050 onwards, the part of the p
will compriseotmberwibhmanadal gopul ati on (aged between 6
This circumstance can be attributed to two factors. O
Czech Republic, p d adpelrse eaxgpeeilicnt@ebde atsod by over 50% bet we
and 2060r eifstidsue to the fact that, for men and women
consi der ablpyr owietchtiimont hpeer i od

Whereas a man born in the Czech Repub7d6d.c5 iye ar0sl,9 aas
mal e newborn in 2070 is already projected to I|ive 8.
woman on the other hand, |l ife expectancy at Dbirth grc
89. 2 years in 2070.

Apparentl vy, the gain in |ife span is smaller for wom
projected to catch wup with its female counterpart. T
ol der wuntil 2060 wialblo ubiie t6Hbi@and rdair & wo u me A 0 %.

On the other hand, the population aged between 19 an
Czech Republic by 18% between 2019 and 2060. Bot h f ac
ol-alge dependencyorsa&tsi a,h avh ieahtpe e nsiwinl Is ylsed eanx palsai ned

|l at er

on.
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Tab4€@zech Republic: Demographic forecast

2019 2030 2040 2050 2060 2070  2019-2070

Population (thousand) 10,672 10,756 10,619 10,526 10,405 10,204 0.67 .
Population growth rate 0.4 -0.1 -0.1 -0.1 -0.2 -0.2 A
gﬂ?—age CepenceneviatiolipopliosPopiaty 33.0 38.6 452 54.8 59.2 53.7 e Ly
?A'f;‘age depsicencyiiatiolboplioidbopi2y 109 16.9 185 226 28.3 29.0 et
Ageing of the aged (pop 80+ / pop 65+) 20.7 29.6 31.8 30.7 40.1 45.0 /
Men - Life expectancy at birth 76.5 78.4 80.2 81.8 834 84.8 / -
Women - Life expectancy at birth 82.3 83.9 85.4 86.7 88.0 89.2 ana /
Men - Life expectancy at 65 16.5 17.8 191 20.3 21.4 22.5 : /
Women - Life expectancy at 65 20.0 213 225 2386 24.7 25.7 / !
Men - Survivor rate at 65+ 83.3 86.2 88.4 90.3 91.8 93.1 ) /' :
Women - Survivor rate at 65+ 91.9 93.2 94.2 95.1 95.8 96.4 o 7
Men - Survivor rate at 80+ 49.0 56.1 62.0 67.4 721 76.2 / '
Women - Survivor rate 80+ 69.7 74.6 78.5 819 84.8 87.2 _/'
Net migration (thousand) 44.2 16.3 16.6 17.5 18.0 18.2 '\__, 1

The indicator AAgeing of the Agedo, which denotes

persons of age 65 and ol der, is expected to more t
Amounting to 20. 7% tisn etxhpee ctecadr t201a9d,d t o 45% only
projection is in |line with the assumption that the

within the next decades.

In 2019, the probability for men to survive until €&
approxi mately 70 %. However, male residents of the
76 .%f5i fty years | ater, stildl exceeded by women who

the age of 80.

The averwgeanalr&kbkea exit age for men is anticipated t
the year a302@Gn be seerSifmdmrTah! € 05 women, the av
63.4 years, compared to the previous 61.4 years. TI
to remain constant over the foreseeable future. TI
women widllynwo¢ompensate for the simultaneous incre
the average | engt hmeonf irsetpirrogjneecnttedf oo o extemy by 5.

4.1 years from 2020 to 2070. The per ¢ceomtwiglel orfi saed
because of this fact, namely to 33.5% fo(EUmen and
20 D1
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Tab%€zech Republic: Exit ages and expected duration

2020 2030 2040 2050 2060 2070 2020 - 2070

Average labour market exit age (CSM) - Men 63.5 64.2 64.2 64.2 64.2 64.2 I
Duration of retirement - Men 17.9 18.5 19.8 21.0 222 233 i _____——""' i
Percentage of adult life spent in retirement - Men 28.2 28.6 30.0 31.3 325 335 .__/—"'—‘ '
Early/late exit - Men 11 1.5 14 1.2 11 11 — o114
Average labour market exit age (CSM) - Women 61.4 63.4 63.4 63.4 63.4 63.4 1 '/—.
Duration of retirement - Women 235 231 24.3 255 26.6 276 ,__,/""‘ o
\I:"\;aor;eer:age of adult life spent in retirement - 35.1 33,7 34.8 35.9 36.9 37.8 '_»/,_____-
Early/late exit - Women 15 19 1.7 1.4 1.2 1.2 -

The labour market exit age as calculated based on Labour Force Survey data for the base year and estimated by the Cohort Simulation Mode!
thereafter; ‘Duration of retirement’ is calculated as the difference between the life expectancy at the average labour market exit age and that exit
age itself; The percentage of adult life spent in retirement’ is calculated as the ratio between the duration of retirement and the life expectancy
minus 18 years; Early/late exit is the ratio between those who retire and are below the statutory retirement age and those who retire at the
stalutory retirement age or above.

The role of migration

Foll owing thethatBuiecpeand bGyogmmi Babd4pemnevi mugt atedni nn

Czech Republic wildl decline from 44.2 thousand per sc
persons in 2070. Neverthel ess, Eurostatés | atest popu
positively affect tHeorGzsechbwer Kfudruce .i n t he

Figuliendi cates that by the year 2060 there would be
aged 20 toeaGwoi Mighateow in the Czech Republic. Natur
should not be consider edseas ftthreed¢ anptl i &asatiitonmerod! ya aredl
concerning fertility, mortality, and net migration wh
question. However, the result highlights tuhe positi v
supply in the Czech Republic.

The number of persons aged 65 and ol der wildl hardly
decades, a€cgandéeddet di gure also illustrates the signi
of pensioners during this time period.

Mi gration also contr-abaetdepetodkeowgriagi obRegotr ke Czech
171l lustrates that according to the <cal culnattihbens by E
scenari o without mig%ianitome amaiopposcemna.tioo 56y t he vyear
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Figuab@zech Republic: demographic foreQd®6t0)with and v

Main scenario: 20-64 == Main scenario: 65+ = * No migration: 20-64 = * No migration: 65+
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2.4.2. General architecture

The Czech pensi on system is still strongly i nfl
Czechosl ovakia. | ap urbalAndGo ncpoonnseinsivt osh modft ary suppl e me
fundcednponent foTheéeoppbhigc ugt &Tucthoordyo vs chpeopjei og¢ti IHne2s

botlht i er "driggeBsi onfke public pension system guarant
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pensi onls't e)eetlo (t hose individual s iwhe eualtiuftyrfyorol aln ya
pension scheme. Outside of the pension system, perso
protected by the assistance in material need. This (ge
tested and supports thmsseemeho have insufficient
Mandatory insurance in the statutory old age pension
in old age in the Czsetht RAYOGYDPpensi dhedgmkeb haanfcul foinl s
oY%t ipensiioanprovedimigedated benefits. The benefit cal
based on the I ength of insurance period and the amoi

working career.

Vol unt ary pesrutpipdiepreetnitcarr yi mcheamese peonsides options fo
upo6 publi 3% e)eERRoCgech pension systfeun ddeddeise rn o't feat
componAoterdingly, the Czech pension system can be st

T Thd i rasntd setomd defined by the fistatutory ol d a
DTchodov® pojigtnNDnz) -rewhiteeld IPAY@nseatramng$t h ma
i nsurance for al most al | economically i ndividual
stangarmd ecti on and the main solutr cel sod pgrmawinke § ofro
guaranteed minimum pension for those, who are ins

T The Czech pension system cdeenmnesthemel udecamsepar
related benefits are granted within the framewor
public statutory pensidoonu bslyes teoml cttohifedreerfso reel ehnaesn tas |
the first and second tier.

T Additionally, there is the fsuPDmwlpdRkmotvalr yp emen §inédn

spoSenz2) , which acts aptlhi pdivdbdesvobmpbaentt op
funded and contributions are incentivized.
Qualifying conditions

The minimum years of requiwmcedk oavderdaded( werk ocarsd non l
an -abd pension at retirement age -wosr k3 5v ayleiadrast,e do rp e3r0i o/
Il ndividuals with 20 years ofupewen&nvabvdaagd peribdbdyg

receive a pension benefit five years | ater than the
the same birth year. Anyone reaching 35 years of ~cov
However, onl y a pfeenws ihounnsd raerde nceuw r ent |l y cl ai med five vy
age. Voluntary contributions can be made to make up f
fall short of the required coverage.

I n comparison to other OECD countries, the Czech Repu
to be el igi brleel aftoerd epaernnsiinognss at t he statutory retireme

with fionlyod 24 years required.,t Oins aperiagtto amomygt O EICD
year s. I n many countries, it is less than one year.

Curr drhtel ynaj ority of people around the retirement age
The inclusioaeampfogmmatnepells in the covered period i
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far only few people have not reached the mini mum
average number of years of coverage for those who
retirement age equals 46 years for nmens hasergeo4d3o year
reach 35 years, ev@BCBEBmo2@2 ) men.

Retirement age

I n 202s0t,antdhaet d r ement age i nwdshé3ChegybaReplhblimen ai

and two months for women without children. Accor
comparison putrpodasdr ement age is the age at which
retirement benefits from al/l pension components Wwi
t heget 2.

I't is gradually increasing by two months per birth
without children, ibyisixumoenhsypéncbeashngohort
retirement age for men by the end of 2020. Wo men
one child allows a woman to retire one year earlie
fourl dokein three years earlier, and for five or mo
retirement age of women with children is also risi
the retirement age for men. The .d@®EGDer glenxle wi ll b
Firasntd setiome&lnsi ons of the public statutory scheme
The pilldarsoci al protection for ol der Ipeneflict $ nf t dvra
the contributoryanpge sseiveer@agdtc hielmet-roety Isear efuiytrsent |y,
nearly al/|l of the about 2 million peaogpd eorageudr Wi5v
pensions (or both), which include the basic pensi ol
I'n additinen, beanfedtiy s pappbetadgéd 6b6, some of whon
benefits. Amaonmeg ,t Hesdatshethebenef i ts are predomi nant
plays a minor rol e. Overall, the effpadtiiareocioalkr a
protection in the Czech Republic is wuniversal

The contriaget preynsdlosh i rkAcileurd ecso nipwoon efnitrssit a f |l at ben:e
which is independent of earnings), -aeldataedmimne mafm
(minimum pension). I n total, obbhepensitonbuagemeptaos

pensi 6depending on el iigindielpienmyeaonadiftitdmes r previ ot
equalling about 12% of the average wage, which is
OECD countries with such schemes.

I'n addition, al |l residents may be eligible to ben
mini mum income to all/l Czech residents in need. The
of the average wage, slightlyidledmentwhadf itshefdaeamte
pension but only about half the average | evel i n
mobility allowances for people with disabilities,
assistance (Aassiesdancien inasmatefritmdt mel ow i ncome a
The guaranteed minimum income, which is the calcul

is nominally fixed and can only be changed if inf
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circumstances. As only | imited adjustments have been
in the early 1990s, its value has decreased substanti
of the average wage in 1991 t oac&boout t1hOe% sionc i 2ad 1 9a.s sA
relative |l evel would further question whether it can
earnings capacity is |limited as in old age.

Today, recipienhbealutmh er s knaette db ®@snaeffeittys are | ow. The r e
are complete employment histories|l owm itiheorme rimeeq Caleictl
since then, generwcosatvabiudat yapeofpemsn bas,olespecially
past, and high homeownership rates. The number of pen
in former Czechoslovakia wil!/l continue to steadily di
in particular 2000shewi990&faaedmore i mpact on pension
growing share of older people may not reach the high
the Czech contributory scheme in the future and may h

The mandatory Czech pension gsyedtaemdcaompohensef aand aa

flragdt e component-r elThteecd acomm@grsent i s calculated by mu
wage with total -eamepclrauyanmhe n tS osmpee Inlosn aclo uwnhti It eo woatrhdesr sa cdcor ur
and enter on top as zeros in the calculation of the
eligible fomeltdatced acompgrsent receives the basic pensi

the average wage.

In the Czech Republic, pension contribution rates are
employees (6.5%). These contr-adpet (oot hraeleatmeedagand o f i
basic),,asndr divabi |l ity pensions. The contribution rate
hi ghest in the OECD, along with France, Hungary, | t &
averag wage, the total effective pensigen imontthrei but i

e

OECD in 2018. There might be a bias in this comparis
rate is earmg&eand osurodidvor pensions. Even taking
countries with contributi onemsitemns,t htalte aC zsec i i maamtcrei

is 7 percentage points higher than the average.

Pension contribpaitonofrasesi aresecurity contributions

addition to pension contributions, employees and empl
heal th insurance, respectivel y. Empl oyers pay 2.1% f
i nswcrean This | eads to a very high total soci al secur
addition, pension contributions are subject to person

Anyone earning ,00e0s sperhamontzhK i3n 2020 (8.5% of the aver
to social security contributions and does nhot accrue
wage is 40% of the average wage, this means that anyo
the mini mum wage or above contributes to the pension

Contributions are paid on earnings up to four times t
is equal to 3.75 times the average wage based on the
was introduced in 2008. Earnohdshabevbethesaobpectbubi
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income tax rate since 2013 such that the total o1
constant above the contribution threshol d. The de
political choice; however, thiatepeainfdi d axe xuwd else

earners might blur the boundaries between pension

One specificity of the Czech pension system is to
wag that is computed for the whole working I1ife,
based on earnings during that Ipeaodwsde tTthe sr efakreen ca
is far from being a linear function of (uprated) p
The earrmimged pension gives 1.5% of the reference
calculate the reference wage and therefore pension
under which income threshol dsfacC&B8B®B@gliined.01®9p (td4od %
the average wage based on the national definition)
this threshol d aesmar nihregCZ &n3sqi, od@la®bd % of t he average
only 26% of the waogeti.s Etaalkhé mgisntooveacd he cap ar e
neither for contributions nor for the calcul ation
1986 are taken into account for t he reference wa
econewilye average-vvadgeae.atNodn peri ods are included in t
Lower accrual rates for higher wages |l ead to a r ec
increase. Up to the first threshohd, staeutedfywcacor
1. 5%, then the effective accrual sehaarrnpi | nyg sd rcoapps, taof

which it gradually drops further.

Pai#t me work is treatediime twhoe ksame cwaiyalag sf Ul.I5% of
for each year of service. This means that if someo
counted as one year of cont rciebuwaigoen si.s OIf o weeoru r s@mp
someone working full time for the same hourly wage
wage formula, the impact on pensionsii sedmesnég han

working |l ess thant Rd %miorii mihmo waagmet ra tbnatdi@ognnds neor e
accrual t &EkUe, s 2p0l 2alcbe .

Third tier

The tthierd is a voluntary, S u p p Fseunbesni tdai rzye,d fpuel nl syi ofnu ns
based on defined contributhsaors@®PC€C@. prtodal$o oif nc loumc
insurance companies. Compared to the first tier al
adequacy, the third ti@&ly p2lthyls a rat her minor role
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Public Expenditure

Pension spending in the Czech Republic increased con
2013 (from 5.5% of GDP to 8.6%) before dropping to abiq
abovbe@ECD average. 8 OECD, 2023)

The containment of public expenditure may be ascribed
including the increaset hwaitlIslt agtuairlyi zettihe mewmrhb earg eo f
year 2030.

The financing of the pubblaisce dp e nTshieo np esncshi eorme iinss uwaagec e
amounts to 28%, whereas employees provide 6.5% and th

fiscal burden supported by workers and the employersbo
in thel @B@Dbintg |l e room to increase pension contributio
The -awmge i ncome poverty rate, measured as the share o
bel ow half the Czech median i ncome, is relatively | ow
As in most other OECD countries, the risk of relatiwv
from 6.5%-7ffpeadtt e 6® 9. 2% for those aged 76 and over
are much more | i-kedry thlmarmeoli dero mae nv grlstu D %2 .0f % wofmeme n
among the 65+) as in nretarrileys ,alwi toht htere OEEMD caower age
16. 5% and 11. 6 %, respectively. As in al most all count
compared to older men is | ar gel ymedmbievre nh obuys eah oll adrsg etrh ar

ar e mor e acnmoommngo N'fWw o0 me n t han men.

Net pension replacement rates for average wage earner
above he OEN®savOE@Decountriesnhabometwopketec{hkow def

t
as workers earning half of ager ppeewdrykemwheahmhniregs) tfs
e

repl acement rates for them than for aver aegeé earner s.
Republic where net remlveceamgagret eraatnes sf ar Bhdlifgh at ¢
contrast, hi gher earneyshévewi ceptheemerr aget aaagwel | |

wage earners in the Czech (RELDhI 202041 % ver sus 60 %) .

Forecast of public expenditure

Public pension expenditures as amopbar OE€CD GDBEBnareeesx
According to EU projections, the Czech Republic is am
i ncrease.

However, between the years 2020 atnhkree20 30 ndeunet taog et,h e hpe
expenditures ar e bFiogatd@ley Afotnesrt atnte (yseeaer 2030, spendi n
ratios is projected to grow sharply, fuelled by the |
a wave of strong population cohorts entering retireme
8. 8% &#f i@8D2030 by 3 percentage points to 11.8% until

8Data is taken from t WebOEGQK data platform at
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After 2060, pension spending is projected to decre
pension system and as the average validated contri
The -owmda dependency effect represents the change in
to population ageing and the ®&eéglliBete iisn ewoirkda mtg tpho
effect is the main driver of the increasgein pub
dependency effect i s partially offset by the cov

consequences of refor mambtematofaiCmetcd Iriemii thegteh s mwho
pensi ons.

I n the Il ast decade of thgepdejpentdieaaryherfifzean, itsh e
decrease of pension expenditure as it illustrates
(EU, 2021

FiguB@zech Republic: Forecast of public expenditure

1.0
10.5
10.0
9.5
9.0
8.5

8.0
2020 2025 2030 2035 2040 2045 2050 2055 2060 2065 2070

Future replacement rates in the Czech Republic wi
among people with uninterrupted careers. Mor e prec
mal e wor ker at the average wage iwmi [119 4i0n carneda sien bledt¢
about 3 percentage points. This small i ncrease ste
the rise in the retirembonptnagehdromtéleébointhbel?9
reforms had only mnooki eéfexpectdheyeadpust ment an
in the retirement age, the share of adult |ifeti me
men between the generations born in 1956 and 1996.
I n other OECD countries, | egi sl ated trheépl msemeht h

ratledMexi co, Sweden and Pea«luand,ngl esgisdleanti ed rced op ms i
unsustainable DB to (notional) DC schemes and have
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in replacement rates. The OECD average wil/l decrease
retirement age¢ OE€D, aBo6aD) 10 %.

Figa®eézech Republic: Components of change in public

. Dependency ratic effect . Coverage ratio effect [Jll Benefit ratio effect [l Labor market effect Other Public pensions to GDP

=2
2030 2035 2040 2045 2050 2055 2060 2085 2070

Tab6:e Czech Republic: Benfit ratio and replacement
change
2019 2030 2040 2050 2060 2070 in pp
Public scheme (BR) 39% 39% 39% 39% 38% 37% =2
(P;:)hc scheme: old-age earnings related 39% 40% 40% 40% 399 8% 06
Private occupational scheme (BR)
Private individual schemes (BR)
Total benefit ratio 39% 39% 39% 39% 38% 37% -1.2
Total replacement rate 34% 36% 37% 36% 34% 33% -11
Source: European Commission * Created with Datawrapper ECO gé?;i;‘l’:iﬁ::
Forecast of debt |l evels
Af ter a dramatic increase between the years 2000 an
Republic has managed to | imit its general debt to abo
years, gross financial debt willdes$piaré yt eaxceends 4dér, a

rise in publ.iFci ge@xfpeendi t ur es

Data can be downl| &achad datt at lpdva®E®D kn at t he


https://stats.oecd.org/Index.aspx?DataSetCode=EO103_LTB
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FigeaOézech Republ i d:o#Rgrom egrtdsosn foifnanci al l'iabilitie
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irce: OECD Economic Qutlook No 103 = Created with Datawrapper ECO ?JSJS;&S:LA

The voluntary funded pension system

The Czech Republic established a voluntary funded
system iln T®94esphineds pe®nsi 8n, according to the cl
by the(©OBEG@GPRI!.&Si nce its creation, the Czech funded p
several parametrical and structural changes.

Coverage

Nowadays, the coverage of the supplementary pensio
wor kageg popul ation participated in the suppl ement a
range when comparing internationsaayydtyems.ross volunt
Participation in supplementary pension scheme incr
below 20% for individuals aged 20 to 24 and bel ow
for individuals aged 40 to 60, detclomeasbdwe 6 @IWai Pa
exampl e, -6i9n atghee gerSoup, around a third of seniors sa
i ncome. More than 40% of individuals in the first

the | ast ddinitone.padmtiaci pation i s highemplfoyead mpl
(55%) .

Tot al contributions paid by participants, empl oyer
2013. In 2019, tot al contributions represented 1%
systems in Canada, Portugal, Newb2ewkeand 2&n adndh 8 %
GDP), but above those in Austria, Hungary and Pol a

The average | evel of contributions paid by partici
The minimum contribution for the participant s Cz
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contributions r @M  abwluvd BG2A2K of t he national aver ag:eé
is the maxi mum amount that the state matches. Ol der
seémpl oyed workers pay higher contributions.

Tax Treat ment

The state provides significant financi al incentives
support ciomcsersttisvesn for individuals, in the form of a
state contributions, as well as incentives for emplo
from soci al insurance payments.

The tax treatment of supplement arfEEmensisorcondviimgd i ®oa

are partially taxed, while returns on investment and
conditions.

Contributions from participants into transéawrmed and
i ncome. Contributions, 000 €ZKoB0OG apet maCZKedl by stat e
Contributions,0@bowey€32ddKe dhubcet ithdxe up t o EOZPK o2yder000 a vy
contributions are not considered as t@ad@bdeyeacome fo
Il nvest ment regul ations

The supplementary pension insurance scheme requires
negative return on annual basis. Pension funds had to
fund. This reserve fund and ot herr odnn nmdesg asthiowd dr ebteu runss
given tnheegartdrnwe return guarantee. I f such sources wer
covered by a reduction of registered capital, which <c

I nvest ment performance

Il nvest ment returns have been mostly declining in the
nominall and real terms. Whil e, i n nominal terms, the

2. 0% over the |l ast l1l1®Deyxeanber( ROdOPh Orot X ks t el Y ast f
year s ( Dec eDebceermb2e0rl 4201 9) . I n real terms, the average
over the | as+t0.19%% yoevaerrs tahred | ast five years.

I'n international comparisorn,het lDEECDz emhu nRap etsl iwd tihs ta
average performance. I'n nominal ter ms, among countri
2018, pension funds in the CzechyeReapuadVdrcagree caonmmrdueal
performance, and t heersmmax oanfdt d o wkwsrtkayw. r e al t

It is suggested that the | ow performance stems from

the annnabanbwme return guarantee which forces pension
certain capit@OE€CPgu202mment s.
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1. Strengths and weaknesses (according to O}

- Low adequacy (OPI 0.5%), medium sustainabilit
0. 12%)

- A main challenge the Czech padeqguwanc ys yosft eintss fhbag
guarantee minimum income pension has been onl
therefore decreased drastically relative to w
empl oyment ratleosw denciomegqwaldity from former Cz
as the numbers of these pensioners diminishes
and diversify the Czech pension system.

2. Tax treat ment

- Pension plans in the Czech Republic are gener
of individual contributions to supplementary

3. Contribution rate to funded plans and spl

- Tot al contribution rate: 2 8 %, 21. 5% are cover
covered by the employee.

4, Asset All ocati on

- Equities (2.4%), bills and bonds (81.8%), cas
schemes (2.5%) and Other (1. 3%)

5. Obl i gatory character

- The stat-ageryemdidon scheme c eevaernse rvsi,r tswarel ye cao
inactive individuals and certain groups are p

6. Paput options of funded pl ans

- Voluntary suppl ementary pleonnsg oofr esfanvxiemqpui € yhem
| upspum pay, possibility of inheritance in the

7. Contri bution rate to funded pl ans

- Empl oyees contributedpéngwonf pGBRstonfanédéed(o
while employers contributed 0.2% and the stat

8 Il nvest ment perfor mance

- loyear average investmehalr@¥%e of return 2011

- At the same time the OECD average was 3.7%

Addi tiomalr mati on and resul ts

T The Czech pension system consists of a public
private scheme. The public pens(isdldtn easngdh eanre has
earniredgat g@tpaemt) cul ated according to a progres
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T The public expenditure on pensions is projected
period, mainly-adirei depemyWdetnty @lfd ect

1T Replacement rates wild/l remain constant for pensio

f Funded pensions perform poorly, Ili.kely due to the
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25. Ger many

2.5.1. Demographic profile and demographic forecast

Germany faces a pronounced trend of an ageing a

population. From 2030 onwards, the overall popul at
be 83.4 million peopThkiside2dI6@p Belnt8 ims |dc¢ooampani e
increase in the age dependency ratios: the demogr

ratio of people over 65 years of age relative to t
in 2019 RO7(PabMWdi he expectancy at the age of 65 i ¢
19.5 years in 2030 for men to 23.4 years in 2070 a
2070.

TabT:.6er manyemographic forecast

2019 2030 2040 2050 2060 2070 2019 - 2070

Population (thousand) 83,077 83,442 83,163 82,631 81,812 81,711 YN

Population grow th rate 0.2 0.0 0.0 -0.1 -0.1 0.0 A

Old-age dependency ratio (pop65+/pop20-64) 36.1 46.4 52.2 52.8 54.3 54.6 //a -

Old-age dependency ratio (pop75+/pop20-74) 16.3 17.8 23.6 26.2 256 274 ./J

Ageing of the aged (pop 80+ / pop 65+) 30.8 28.9 33.0 424 39.2 42.0 T

Men - Life expectancy at birth 79.1 80.6 82.1 83.5 84.8 86.0 /

Women - Life expectancy at birth 83.7 85.1 86.4 87.7 88.9 89.9 /

Men - Life expectancy at 65 18.4 19.5 20.5 215 225 234 /

Women - Life expectancy at 65 214 225 23.6 246 25.5 26.4 ,/ :

Men - Survivor rate at 65+ 86.6 88.8 90.4 91.8 93.0 94.1 / ’

Women - Survivor rate at 65+ 925 93.7 94.6 95.4 96.1 96.6 /

Men - Survivor rate at 80+ 58.8 64.4 68.9 73.0 76.6 79.7 /

Women - Survivor rate at 80+ 74.6 78.6 81.7 84.4 86.7 88.7 /

Net migration (thousand) 2774 248.2 240.7 227.0 221.4 214.2 \

Net migration over population change 1.6 -11.8 -7.9 -3.0 -3.4 7.9 ‘\7’

e CCO

Regarding the devel opment of mi gration inflows, E
steadily decreasing net migration starting from a
214,200 Mhgr®&t7TObon is therefore expected to only p:
decline.
A moderate increase of the average | abour market e

to 2030. By 2030, thecareaesagkremi 64adgeywatlts for mei
and from 64.5 years toFr65m 320y3elarocsnwaordswo meon .f urtf
forecaatb®)dl nf | ine with the constant devel opment of
duration of retirement for men is expected to incr
and for women from 22cgyendbngloy,24alb5syetames . percent
retirement is expected to increase by more than 4
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Tab86ermang¥xit ages and expected duration of reti

2020 2030 2040 2050 2060 2070 2020 - 2070

Average labour market exit age (CSM) - Men 64.7 65.7 65.7 65.7 65.7 65.7 AT
Duration of retirement - Men 18.4 18.7 19.7 20.7 216 22.5: (84 .,_,/l"
Percentage of adult life spent in retirement - Men 28.3 282 29.2 30.3 31.2 321 M/
Early/late exit - Men 23 1.1 0.9 1.0 0.9 1.0 NS o
Average labour market exit age (CSM) - Women 64.5 65.3 65.3 65.3 65.3 65.3 T2
Duration of retirement - Women 214 225 23.6 24.6 25.5 26.4 ,,‘/4
\l;veor;eer:]tage of adult life spent in retirement - 315 323 333 342 35.0 358 ',-»//14
Early/late exit - Women 2.6 1.2 1.0 1:2 1.0 1.2 \w

The labour market exit age as calculated based on Labour Force Survey data for the base year and estimated by the Cohort Simulation Model
thereafter; ‘Duration of retirement’ is calculated as the difference between the life expectancy at the average labour market exit age and that exit
age itself; The ‘percentage of adult life spent in retirement' is calculated as the ratio between the duration of retirement and the life expectancy
minus 18 years; Early/late exit is the ratio between those who retire and are below the statutory retirement age and those who retire at the
statutory retirement age or above.

rission - Creatod vt ’ [CQ ﬁUST»RIA

The role of migration

A apr t of the negative popmpeandathed elvye!l mipgneat i ors. I n
without migration, a far-ageepopul deconnaged 20et wob &i
Based on @agwormliprud ati on of 49.4 mill i omi grnat20o2n2, t he
scenario would decline to 38.8 milhiaoamebyc2080i anwi B
mi grati on, there is also a population ddanl itrhee, but t
scenari o with migrati-agme pbdrulretfieamr i wigl Ilwiobkkli jwgmdecl!l i n

people in 2050 and to 44.8 million in 2060. I n this r
the decline -dage trhep@iogtRi)amn

However, positive net migration is not able to compenrn
age popUhat-ogpa.dependency ratio is stildl expected to
to about 50 in 2050 and further to 52.6 in 2060, eve
(Fi gerleGi ven the assumptions from the demographic pr oj
agsetructure and fertility bet ween miigyreaanetis caanrdy rteosi de
hol dagéddependency raxd.ohcadeffga@@e worudmiche hi gher

compared t omiygeraartliyonneotf 220, 000 t oladd)k, A9umengl anpr o]
ol-addg-dependrawtyr al mi grati on, average annual net mi gr a
far the |l evels projected within the scope of the Age
period up to 2030 and beyoopdltoe2O0OmDgreaehebnada®euadehan
mil lain@n96 mirkesperctivel yget delkeametntcey alad i o at t he 2
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FigeadiGer manyemographic forecast wi®R2068nd without mi
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2.5.2. General architecture

According to natdmpaailf ianideocugrecmetsr,ylt architecture o
pension system is conrpmolpléayrs des ésVh b éwmipgisiplaanr3i on's

from the statutory pension scheme are mZfApdatloarry f o
occupation p3edmislploasr agared pensi oman daateo rbyo.t hHonwenv er , t

®The corresponding data for this section is taken from the porg
code APROJ_23NPA. The values might differ from those in the ag
1Gener al information for the German pension sysWemll.i skpublishe


https://www.deutsche-rentenversicherung.de/DRV/DE/Rente/Moeglichkeiten-der-Altersvorsorge/Drei-Saeulen-der-AV/DS-Die-drei-Saeulen-der-Altersvorsorge.html#:~:text=Die%20erste%20S%C3%A4ule%20bildet%20die,ist%20Privatsache%3A%20Ihre%20Private%20Altersvorsorge
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t wo schemepsr oamoet eedaxand subsiAdicoed i mgt ittdore tchlteeast3sei.f i cat i «
model by the Q@BCER t(hyYecactaiildn pensi on system comprises:

T The guarantee of a mini mum s ubfsiitsstfeernce nloéveal pfroncelp
function of the German ol d age pension system but
assistance measures (AGhendsihemer u-6geriamcARldtl guad aaf
the general federal budget

T Theubbktatut or ¢ gtpeepnrsoivoindeesc dmodf un etri ohtad iheresf i ts
are eadepegdent and are oriented towards equival enc

Benefilba@ased eon compul sory contributions and pensi ol
contiromaytymeaot s fgwhnsti tutiThlge pstratodtsary pensions prc
earnired sotltelde pensions as well as for survivorsod per
Financing is based on PAYG principles.

T The Ger man pensionalmnbode!l f psmp ptbedment ary or addi ti
occupati on &lunpdeends iscergso i dhsedsieemBet ( Aebl i chedAl tersvors
are not Il egally required but aOecapahooerdl i pecoil 6
are either organised by the employers or contracted
pensi on providers and funds. Empl oyers can choo
i mpl ement ati ohhanempluayémgei ther finaompkepehgi on c
or bears a part of the contributions together with

T Thitidemndi vi dual pension plans are voluntary. I ndi vi
ol-alge income provision. Individuals mayfcdmose an i
a range of | icensed insurance products

Qualifying conditions

The requirements for -ageepensgom asatendaadhiohg t he el

fulfilling a miniMemordsonganhoetper iFedler al Mi ni stry o
Af f ai r s2g BsMASH daag ple md({dome gul 2 r e iAsl tpearysarbelnet eadf)t er a qual
period ofNob5 eyngarnd . ement is associated with an insurar

(OECD 2021gq) .
Current and future retirement age

The pensionabl e iage etasi § @ afgoaralrblsoyt h me nb ya ntdh ew oyneeanr
2031ln 2031t atnfdemar d pensi onable age of 67 wiDule apply to
to the gradual increase of the retirement age depende
agepiescrnbede adj ust menkn p2t0HRed dr eutnitrielme2n0t3 laage i s 66
applies to people born in 1958.

Early retirement is potseirmléenforapeesoasowdsh | ondgvi d
be reduced permanently by 0.3% (AAbschlagodo) for each
statutory retirement age. On rtehtei reetmeenrt hwadd, ypcedtdp oa

2l nformation ist Webvidkd via BMASGSs


https://www.bmas.de/EN/Social-Affairs/Old-age-security-in-Germany/old-age-security-in-germany-art.html#:~:text=A%20standard%20pensionable%20age%20of,can%20retire%20early%20without%20deductions.
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pension accrual of 0.5% for each month worked af
retirement i s possible at the age of 63 for persor
equi val ent to the¢ecmwmndinsiuomanoé. | Begaafset tehestiarcd
retirement age to the age of 67 by 2030, the maxi
14. 4 %.

As regards the penalty for early retirement, her e

fexcepti omalcloy dMingED@(f or Matiimnur ance record of at
Such persons aesondesisdérmeg] dbhr TheYecanchemper ar i
agpension without deductions currently at the age
|l egal retirement age from age 6-ageteopeaegsei 6@, wihlkeouwa
penalties (under the requiremenseofrddbdualbhyriaput ¢ o
of 65 by the year 2029.

Fi rtsitemd setome&ensilmywst he public pension scheme

The statutoarye peaasednen compul sory contributions
result from conori lbsuubbosrtyi tpuatyinmegnt dpserriévoedds, f or exampl

caring for childPaebpendi coepepdamgiespehsesr oaobdas wel |
survivorsodé pensions and disability pensions. Finan
assets accumul ate for the Thedmapgpooftpgpenéi empkboyee

servants are coveoempubygothei hlismswamarec escihe meompul so

empl oyees and certain groups of self employed. Vol
over the age of 16 years I|living in Germany and for
The recent introduction of a basic pension (AGrunc

earnings and thus weakens the principlepobvegqubwnal ¢
is provided only in céHdimmiamagteidomnwi tMeainat alelsyt etda xs «
payme(ntGrundsicheruibei mtAtuéoOdO)y pension syastem it
mini mum income. i iheéehet &dfusoryipgensi on system is op
the German Federal Déuntssclheac®Remrtuenyve(risi cherungo) .
pension scheme is operated by the Feder al Mi nistry

The receipt of benefits from the statutory pensi or
and/ or insurance and on the |l ength of insurance pe
compul sory insurance and contri buttaiom pearyimecdg sarfe o
as compul sory contbroitbhuttihoen cpaelrciuoldastfi&oonr tohfe pfeunlsfiiolnnse
the waitinfGhepeei ade, accordiangitng MIe3$OA,s alpi ltd a

years per chil d,orpefranidlsy ocfarienf opremailods of statut ol
periods of receiving benefits. Some epi sodes ar e
depending on the type of pension. Such arcicodstefd p
sickness, rehabilitatiomnrurpnggruareanp!| agthe mta,t e o ni tw
BMI SSOC (Mutual I nformation System on Social Protection) is a

wel fare systems of EU Member St atWesb.l.iThNMte SE®€C o0 ma boapsesrda tsincana c € ® s
bet ween -ColmemiBsWi on, national correspondents and a MI SSOC Secret
LI SER and Applica under contract to the European Commi ssi on.


https://www.missoc.org/missoc-database/
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pensions, studies ot hlei aher ydau s otdisermafiosidnighdi p t o

age odrellaccounted as consideration periods (fABer¢ck:
military services or of detention due to political re
periods (AErsatzzeiteno).

Cal cul ation of benefits

The German statutory pension system is often describ
Fiche for Germany) as being oriented towards contrilkb
which basically translates +#lké ateduwtmitoomtst iibnrt di vsiidmiall a
pension entitlements. The <cal cul addlolne dofp opienntssi osy sbteeni

Determining factors according to MISSOC are essenti al
entire working 1ife, yoenatrrsi baift i emplp@aymemtt sandubstitu
periods such as child and/ or f &mimoyntddrye peamdciwnl bretnaerf
mPB s calcul ated 1bgseumu bckefr pbypahgeaPBRA@rpadiPertrs®°nl iche
Ent gel t pduentketrendi)ned during (B angwemned olRiAffd/spby factor
iRentenantf akt r83) Zacfctes siZagamgsf aktor o) alRWM current
(for faktueller Rentenwerto).

The pension formula for the calcul ation i s:
mPB=PEP x RA x ZF x aRW.

D) The suemamndpanighifiper s°®nliche Entgeluktpsnktem, t REP) nsu
earnings for each year divided by the national averag
t PEH or speiofnita i bahory periods and supplements for
peri &6ds. each year of contribution, a person receive
empl oyeesd rel ative ear nA nygesarpsods ictoinotnr iibnutai ogni vaetn tyheea rl
earnings of contri butoonr sporienstul tGf iann oennep | poeynese has an

over his or her working |life of 45 year s, for which
earningssum ofEP4A5 times 1 is accumulated. Higher cont
benefitsontYyriablutyi ans and entitlements resulting from
annual earnings up to a ceiling of approximately 200
2021, additionally, individuals with towteaboitngasand

and certain other relevant periods are granted a pe
(beneath).

(2) The sum of earning points PEP is multiplied by a
RA). This RA reflects the pension typeag@geadpdemsei oef erri
is calculated with a pension dayypler yiacarogd ogerlsi dn. i s

3) Theat hematical epuwmdeirtsonfal peaPBPngnd t he pensi on
type f aict omulRA plied byHfEZbhganangsf.akdRMmaetli ows the age of
the insured at the start of pef(&iAbechly gerte) sc assred odf f ¢
early pensi on(siA Zours cihnicdrgedads)ecase of a pension defer ment
retirement age habebé&énbakbaohbhed. the advantages and

di fferent pensi onEamlty trhetmermemgopecbdd. to be associate
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tirement peridthead® egoel sedsaf a personds reti:l
om the statutofyamgelpemenbonagearts earlier, it
nsion starts |l ater than the standard retirement

The mathematicasumppeilsonadtpeRB®P,ngt he pension

ctoan®RAt he access fMmadtwomphc@i&d ent pen(siiacknt uedll ¢e
ntenwert o, aRWyre¥postdh®Wmermgteh Ipyefnesslodmnt he st atut
nsion insurance withouwenmedpaitdaim®i yterehgeorar nbog
gthe redealrendgr Theacurrent pemsiton dedome@edARnnual l
1 Tlhuel yadj ust ment i sh bhcahsaincgaelsl yi ni nwal@Qilrises av@idte s al ar i
rrent pensi ohubmd leamsBmotf§ 1Eor ot Heoraonlddb tt he new

und¥epdokTrhe current pension value forms the basis

nsion benefits paid.

om 1 January 2021 the pension is increased by ar
e at | east 33 years of "basic pension periods"
ntribution periods from empl oymaeIinduyl acthiidnd bcaasries
rning points (EP) earned from the "basic pensio
ose basic pension periods that reach an institut
per month and 0. 3ntEPwiptehh 3J@%rof eguewvagge earni nq
ar . I f, in the case of A5 years of basic pension
essment periods" is |less than 80% of the averag
| culbat @d maxi mum of 35 years of Dbasic pension as
riod between 33 and 35 year s, an accumulhd i ng be
sic pension benefit compensates foittignhsata@adce g
pending on income. Basic pension benefits mitiga
wer edowievegs, the basic pension is not a compon
herent to the st aiiwnmtiomuyn gercoimen i sy ptreom.i ded i n coc
sistance benefits.

dexation and adjustment of benefits

e indexation and adjustment of benefits is basce
ntenwer tohdg abbwrwregnt pension value is therefore r
e adjust mentexifs thiennge f@diress idabrjreursst me n't is made on
nef it adj us(timrenntt efnarnmualsasfusn ga f et met O hg point t he
chanism takes the developmemnhisofi grdesewhgseedi ah
ctor in the aldpuaddentoifputaiucranf act or accounts f
ntribution rate to the statutory pension scheme
hemens.i ncrease in the contribution ratead esbnder tt
e financing share for private volunt-Reynwte@a@nsi or
creases the financing burden on the employed p
creased contributions Bwi theutosnharnibudiiomattle® umd s

the adjustment formula transfers a part of this
nse of a slower benefit adjustment. By anothe
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ures fromagecdepshndgnoydratios are considered.
inability factotf(fNechhabteirgloéi tcofnakt drud).ors f al
r of pensioner s, which is to be expected in th
raphic development s, then the sustainability fe
t ment s.

atter two adjustment factors are expected to sl

wages stagnate and even more so if they fall,
tion i n nDaniparadv eretn stihoinss,. a safeguard cl ause has
tmentgdar amth@ae s homi nal pensi oHoswenvaeyr ,n dtn dehcer eaase

adjustment reducti bemadeaertaapomittetgeesihi $ hegghavement
has a negtahe vadjeddtementonin the-upoflecwiong thear s .

ionally sl ows down the pension adjustment over s
ility pensions (AErwerbsminderungsrenteo)

ns bel ow the statutory retirement age who par
nently incapacitated for work, are eligible to d
rs (EU 2020d, Ageing Report CountryofFilcenses f or Ge
three hours per day is equivalent with a compl et
on is granted by a pension type factor (RA, see
ity i s rpeecrosgonn sweodr kisf htehteween t hree and six hours
al disability pension is granted with an RA facH
|l ated by the pension points alreadystaactcursued bef
dditional pension points based on an assumpti on
e of the previous employment career. An evaluati
er the |l ast four yeaubdbb&oeeathegdtbaebil mpgcsttal
t . | f t he | ast four years before the reducti ol
|l ement, these four years are omitted from the ca
tions arpperrcsilacud adreed difai med before the standard
before the standard retirement age is reached,
it (above). In connection with the cdmiimé ng of a

ed to 10.8% (Deutsche Rentenversicherung 2023, p
vorsod pensions

e minimum insurance period of 5 years is fulfildl
sur vi violred smeprerfisa)yiealirr o ner shi p must have existed fo
mount of the widow's pensiamddRipehider ocohahactseariv
gh" wi ddwr@iGeeesnd oWi t wédrsremteadi ted i f the survivi
I f or herself inonodpaageatctbd) di srr aslseahlgilgghast 45
widow's pension is equivalent tobf56Mmeobutthevidrege
e does not me et t heumabiowem S{gdikt! eeriinae,u Nl t syma | |

rrientpiligd.small pension equals 25% of the decease
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l'imited to a maxi mum benesidepiegned aaf 2 Pheiadging |

until such time as sur vwihwdrmrs.ugprkeeegpbl e t o provide f
Chil dren of deceased insured persé&nseguérementl!| éor
payment of the orphan's pension is that the deceas:s
or "waiting period" before his death. This means

contributions for atadyarsec e&i weedarma yome nhtass farlorne t h e

i nsur@aheeorphan's pension is intended to compensat
deceased in the eventorofbott Hir pdoeaantdhs sopfe nosn on s gen
until theuagengofstlugd.i es, school or vocational train

al so receive an orphan's pension beyond .t hleheage o
amount of an orphands pension is also related to
oneenth -6ophans$ fainfdt mneor doubl e orphans.

The combination of an own pension entitlement plus
the survivorés pension.

Fundeedc osach d tthiieerd pensi ons

I n Ger many, the public statwtidrigrpénsascoireilmaierda mc e
benefguarantees equanmdl e€on tbiamnsbeadimeboernef i t s and provi
degree of mai nt e nsathacredlaacfdaddetil owi hg t he ,pubhlei c pe
Ger manstadnso includWesdf@reded onponents. These two ar
to in t khsepeccoiufnitcryliterature as the second and thirc
Seconder ocaclpems i @mtsh iarndd r private penmandat amry. bo
Ho we vbeortstt he mes -mmremdtaexd and subsidised by the state

Occupational " Petnrsii emilsi che arét erosmpd res @&l ye 6and pri va
Occupational plans are voluntary, however Y hey ar e
According to the Feder al Ministry for Labour and ¢
occupationfal Aseactld¥Psgy (tGountry Prof il et hGenr niahney h2a0l 1f'
of the employees are cover edEnbpyl ooyceceusp acta no ndael mapnedn sti
empl oyer convert parts of their wage or salary int

The employer fiemandds meainsi dory contributiomnst or sa
finaamaceart of the contributioBmptogeedbehawethhehey
converting part of their -wabkeor" Eal gelyttiurmwnast daltderag
by OECD authors as fisalary comver ai coimp@@ECPe2®2 da

in order to receive a company pension | ater. Al so,
pracWi tbin the sgepé¢ uonfwatnldd ufngmt t he empl oyeeds con
occupational funding plan by the employer. The pay
The employers choose the form of i mplementation ai
form of i mpl @mesnotneet i ceampani es, occupational pensi
“I'nformation is provided by Aihre VorsorgeMegbamnniknitiative of

Bl nformation is prwewildenk by BMAS vi a


https://www.ihre-vorsorge.de/altersvorsorge/betriebsrente
https://www.bmas.de/DE/Soziales/Rente-und-Altersvorsorge/Zusaetzliche-Altersvorsorge/Betriebliche-Altersversorgung/betriebliche-altersvorsorge-art.html
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empl oymentsocontnraactcompany agreement. I'n many occupat
occupational pension is | aiQl cduopwant iionn aclo Islaevcitnigv ep | aagnrse e
organi sed and manged Bmpltdyereanpd aryeal $d sedd .t he servi
providers for the organisat iOcnc uopfata comwad a tpieonnsailo npse nnsaiy
sever al forms of i mpl ementation. These are direct p
(AiDirektzusageo), contrifownds y( plrytmemd ts¢ ti 2nu rog sskuapspsoer rt 0
i nsurances or contracts bet ween t he empl oyer and
(APensi oficrk alsPBemsiMnsWohtsa the scopehef edipst egercommi
commit tpempslyeomatfhemseNo eisnstitutional penBh®n provi de
empl oyer forms penhsiibbanl amrcev isshiecents ainnd beaBy the res.
contributory payments into suppoth ¢ émpdsesye(riUpags st
contributions into a fund. This institution provides
benefits fr om.%Ameo tshueprp arpth iefournndp $ osytallst & t laitkfee i nsur ance

f oriesmpl oyHeershe Empl oyee is both the insuiedcgerson a
commi t ments are the mostf ommpofféom@noc ¢ upsh einM@imeadae psensi o
und F°rstemann 2015) .

According to the country profile frometl OP&i 2018y p.

collective agreements. Tax |l egislation allows contrib
casbhal ance pl ans. Benefits from occupational pensi on
| i-ifeeng annuity in ordemptoobenéfitcaeromft @axceaypati ona

managed by a pension funds (fiPensionsfondso) benefits

pl an.

Occupational pension provi simarn ntihgr osigmp otratxe di nbsyt r tuhme n
According to information from the FédepbpabtupManienal o
penscontribution®epsai dnd nBReLNeEi onsofronadsdi rect i nsur an
(ADirektverdauird megr umogrokli ng | i fe are exempt from incon
contributions w.pUpt o oc etrhteasien |liifmbitts i paymenes in the foc
"Ei gent ums unwaannd | fulnogw i nto the occupational pensi on L
Occupational pensions are only Ftuaxencerwiloere,t hehyeyarag ep
then subject to compul sory Ictomtadtdeult regas etAdsntslue aqtcat u
regards health i nsatraanlcleowamrcter ifbourt i loemasl t h i nsurance
compul sorily insured persolnms twaes donntreoxdtuced ihe 2p26
occupational pension provision, it should be noted tt

are reduced because the earnings relevant as a basis
the statutorgnpensrnenr eédsaued.

®pensionskassen are |ife insurance undertakings that exclusively g
“Pensionsfonds provide occupational retirement pension (ORP) benef
are not considered insurance undertakings under German | aw and are
Supervisoyy(ABuhdesanstalt fg¢r Finanzdienstleistungsaufsichtid BaFi
Bl nformation is provided by the Bundesemdtialkt f¢ir Finanzdienstl eis
¥l nformation is puWeéblilsihmld by BMAS via


https://www.bafin.de/EN/Aufsicht/VersichererPensionsfonds/Einrichtungen_bAV/System/system_bav_node_en.html;jsessionid=C4751E742D1FEE351E1E2FD03DA2F599.internet972
https://www.bmas.de/DE/Soziales/Rente-und-Altersvorsorge/Zusaetzliche-Altersvorsorge/Betriebliche-Altersversorgung/foerderung-betriebliche-altersvorsorge.html
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Since 2018ypthfe dwmi bdcupati wmgkaprerearss ohas obedemwpr
through special Empxoyenrss rwmenpay contributions in
schemes for employees with aSturewmds gmreceai Ve cao met
It amounts to 30% of the contribution paid by th

fPensi ond ffAenmdssi on®kasdswa a direct insurance policy (
% iiemdi vi dual pension plans are voluntaryage ndi vi c
i ncome provision. Il ndividuals may c¢Haosne aanr ainngset iot

l'icensed insurdarhde gracmduatkealt hed f-MRMeeod eMé Rwe ap
or fAReNit’sTdhhe state promotes pri vatseu bpse ndsiieosn (ifinsstuaraat

Zul agedbpxandcleonthereessf it from tax incentives, the ¢
be Ilicensed and meét | egal reqguirements

The-csad | ed -RRntes't eirs the main product for all insur
system. The requirements for clai ming publ i c S |
"Altersvor sDemgtivleirzirémgengsgeset z" dtRetCeretmefnitc Ptriow!
Eligible insurance products must be licensed by t
Centr al Tax Office). Atn | eamsttr it thwet isounms ,o fi .ael.l tphaei di

contributions plus shebsestguaraht ewdnado,utimghasert
Thus, providers must guguanaetea M OPBIUBMODBhefpt 3

be paid out from the age of 60 at the earflriocemst , or
2012 onwards. Benefit mu st be paid as I|ifelong p¢
"Ri eeR¢eetre" by subsidizing t he customer's pay ment
all owance is staggered according itoon tohfe 4cmotér itkhuwet ii
from the previous year, the maxi mum all owance of <c

I'n addition to the <contribution -subsidysetdhefRIRe:
products are taxed accor di nigs tmheea nEsE Tc of notrrmubl uat i(obne naen
income -axemptbx while the beneftittphase.taxed in the

Whi | eRit @ eReenrtiesd ai med at socially i nsBasids SRdimstre ed
ai med atempleowged fmember s of | 1 beral apsof eRdriteaist he
after the econowhotplBeydd Ra,rdiggci si ve rol'Basins t he
RentTehBasi s iRemt epd-agat r aplricbsniobtye,d he st at e. Legal

ar e defined in t he Retirement Provision Certific
Subsidisable insubant¢écpmeeudct $dtmiust i ntended as an
Rente" for persons who have a higher taxable incom
a "Riester pension" due to a |l ack of compulsory ir
aplpies in parti-emplacy etdo atnhde nseemibfer s oGonltirkb éoruali opr
pay mearte-dteadxu c fTihlel ¢ e g all requirements for tax deduc!
ARIi est erBeReerftieedss. from pensi on i n-swtr amhBaesnea.f et 5 a ma ¢

Xl nformation is provided by AWehltisckhe Rentenversicherungf via

Al nformation is provided by Webt.soke Rentenversicherung via


https://www.deutsche-rentenversicherung.de/DRV/DE/Rente/Moeglichkeiten-der-Altersvorsorge/Drei-Saeulen-der-AV/DS-Die-drei-Saeulen-der-Altersvorsorge.html#:~:text=Die%20erste%20S%C3%A4ule%20bildet%20die,ist%20Privatsache%3A%20Ihre%20Private%20Altersvorsorge
https://www.deutsche-rentenversicherung.de/DRV/DE/Rente/Moeglichkeiten-der-Altersvorsorge/Drei-Saeulen-der-AV/DS-Die-drei-Saeulen-der-Altersvorsorge.html#:~:text=Ihre%20Altersvorsorge%20ist%20ein%20ganz,ist%20Privatsache%3A%20Ihre%20Private%20Altersvorsorge
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be paid out from the age of 60 at the earliest, or fr
2012 onwmartkeutpapphase, a |l ifelong mowt hly pension mus
Public expenditure on public pensions

Pubexpenditure on pensions is expected to increase fr
2035 the increase of public expenditure will slow do
12.5% of GDP in 2060 and Tilh2e. 4d% nianmi2c0s7 Oo fr epsepnescitoi nv eel xyp. e n
be broken down into the dependency ratio, the cover a

mar ket effect.

Thdependenceyf freactti or ef |l ects the evolutiongoebd5t he ratio
and pveo t hagwomplbipud ati é6n @6 ywelajatsi Wmi |l e 3 hi3 ratio i
022it is proreaecttticadadtloty r52s.d6i g @& A0 t(he absence of o
ffects of fsetting thdhee i advense oy natmhwosudedpendency
mul atmoreégse public pealso wtp ekr Xt higteu rped pint ® of GDP
070 compare@igial@h & 0dé@mo gtrraepnhdi coft hgemaigni sg force

|l ated to the pension expeFnidsictaur ep rdeesvseulroepsmednue otvoera ¢
creasing, espezx03RAQd.y Tumits Ii &« hceueniidn particular to t

AN))

- " N O 0
> O c

boom generation.

Figa@aBGer man¥orecast of public expenditure on pensi on:

12.0
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8.0
7.0

6.0

2020 2025 2030 2035 2040 2045 2050 2055 2060 2065 2070

"\ AUSTRIA
L ) memumeros
/' Econemic AEsearcH

The reductd omwmeroafg ey trest iboack predominantly to the enac
assuminng narease of the statutory IMéti iemertasageoft d he
statutory retirement age resultagenfpostfpomnireg pehsi of
(EU 2021d, Ageing Report CouAtcygr&iochpet both&edebngit
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coverage ratio within thehissowel lofl 6éwer Agkléhreg o Re p

decline of the coverage ratio is expectedgéo part
dependenchyhied fefcftect shows its impact especially u
will decrease.

The | abour mar ket e f-d ®&lclted aenrdp | hoeyrnee ntt her ag o0 o ef f ec
i mportance. The postponement of the retirement age
force participation of older peom|l sepenhldii s1gl. edddswetve
significance of the | abouirs maoktetl| iekéleyt tunstbiehav igs r
2030.

Rising fiscal pressures from ageing are plhemarily
benefit ratio miti gateexspetnhde tiunrcerse acsoempoafr epdehmtisd oQDP
is mainly a consequence of the institutional arr a
(ARentenanpassungsformel 60). According to the count

Report {Ipe 493t ai n(abNddhhyalftaicgt kaetiaittccfoalott ar d)or t he r
pensioners tolcaretcreill rutadres tihwiclf da s1e eofmotmh@mapensi on
as compared to an adjugtmewhh babely.onl wagedition
deductions foriiemtrdl oydtuéedIremievntd90isncreasi ngly unfc
i mpakgs a resudmooofhetntiing of behef ibtenehdexataiters, of
penssiaane expec.t eAls tion diadgdrgedh ei nr epl acement rate at
expected tobrdmcnrhnbasweto 37 % over Thhee tpotogle ckhd menf iht

expected to fall from 42% to 39% in 2040 and wil/l
Fig2dGer manyYomponents of change in the public e
[l Dependency ratio effect [l Coverage ratio effect [l Benefit ratio effect Labor market effect Other

=0.2
=02

2030 2040 2050 2060 2070

( : AUSTRIA
Source: European Commission * Created with Datawrapper I: O INSTITUTE F i

oR
ECONOMIC RESEAR
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Tab9@&er manBenefit ratio and replacement rates unt

2019 2030 2040 2050 2060 2070 change in pp
Public scheme (BR) 42% 40% 39% 39% 39% 39% -3.0
fell‘:t"ecdsg‘,g;“e: oidega samings 39%  39%  38%  38%  38%  38% -1.0
Private occupational scheme (BR)
Private individual schemes (BR)
Total benefit ratio 42% 40% 39% 39% 39% 39% -3.0
Total replacement rate 40% 38% 37% 37% 37% 37% -3.0
[:CO ﬁ'l‘.‘JvSTuRIA
Forecast of the debt | evels
Asis the case for other countries in this country <co
increase inumpuibll i 03 bElmMdke AM4Acd ease i s moder at e, bu
obser vRibd €ry%eAccording to-t@E@DOosc olnmmg ¢ -t euiml gako,s sl ong
financial I iabilities are expected to increase from 6

consolidated debt wasTlies 3pw tod &DrPma my 2W&€l2oaw t he comp
for the Eurozone (91.5%) and the EU 27 (84%)

FigabGer manyYroj ecttieernmodr dsosngf i nancial |liabilities (in

84
82
80
78
76
74
72
70
58 67.8
66
64
62

60
2000 2005 2010 2015 2020 2025 2030 2035 2040 2045 2050 2055 2060

= - - AUSTRIA
Source: OECD Economic Outlook No 103 « Created with Datawrapper EC R,

INSTITUTE FO¥
ECONOMIC RESEARCH

According to the EU Commi ssi ond£E£CFuUNt 2i0@2)pmanyyi Repor
one of the countries wi tfhora thioedhgdens m# uSslt aiinndaibciatiotry arnids
|l ongerS® indicator.



AUSTRIA PENSIONS SYSTEMS IN EUROPE 69

Accor di ng -stpoe cciofuincthreyo Gec mman pensdommosdyésgtcerm biesd as a
3pillar model (EU 2020d, Ageing Reportthet@duwrttorry Fi
pensions are based on PANGEGn6i oamda nwgednusaidacrup adri @ nb o

no-mandatory. However, bportohmo¢ @ e naensd asrueb sti ax sed by

described above, both systems are institutionalise
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publ ic subsidies and tadax1 st ndaentsi viega cikngsrtoruunnde n t
upational-adermsowifsiodmd pl ay an i mportant rol e |
tem. Pension policies aim to ensure that cuts i
sion scheme afrer cloynptensabh ecdhdi t al and entitl eme
anced schemes. According to the Ageing Reports (
safoptthe Ageing Report (EU 2020d, p. 14) , ocCcCuf
@i ged widespread acceptamoeecer amenat &longegmetnicen
atment. The number of occupational pension enti
m 14.6 million in 2001 to about-c@dt Oaanid liimnpla
ched a | evel @ef eh@. 4 f miJlulnieon2 Oy . t H t i's assume
|l oyees between ages 25 to 65 with compul sory s«
pl ementary occupation@aénspieonnrsi BU 02020diRiELtAgE
ntry Fi cahney,f ogor. Gedr)m

ording to OECD6s Pension Markets in Focus the c¢
at a medium |l evel in international comparison.
erage in percent of the work&irageagft pobuhbarignj
ns in the -tonmratt @8Ri 8s8@%W0 Thus, private and f
countries wit hmammadnactaotroyr yp aorrt igcu apsait i on, f or exam,
Net herl ands.

key regulatory and supervisoryedetrhaor iFtinahai e
rvisory(mMBumodesayt stalt f¢r Finanzdienstleistu
rmati on from the | OPS country profile for G

c O o

pati onal pl ans from i nsurance providers ( fAF

-

ektrviemgéarmrh)e as well as insurance copmpmafiiceres pr o
Rpenmpidbons. BaFin operates utndenr ttthe HeadareaMor Ki
rvisory Authority (AFinanzdienstleistungsauf s
ral areas of financial supervision into BaFin
onsibilitiesnahegpéwbdbrasi sTlHier matichRe gcatpiadnahnapen
i on@eAati ebsr edn tBeentres\e® etr mes t ycpoensmiotfmbfed r, ms

i nanci ng aatdi dorfceoufipap i oemahvVaoprineuo®nsupervi sory a
lappn part for di fferent met eods t lod mdientpsl e me |

cC O ™ w»nw T ® ® o>

pati onal apreenspromt epcl{aendseby gmalantee schemes, de

empl oyersbd commit ment and nMehteRedi roefme n mp IFeurmedn tnagt |

(AAltersverm®gensgesetzo AVmMG) supplements the Occ

possibility of establishing pension funds, grants
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pension provision and i mplements taxation rules on
institutions (APensionskasseno and fi P ennssuiroannscfeo nd s o)
SupervisidVveAst cherungsaufsichtsgesetzo VAG). The | a\
operation and supervision of i nsurance wundertakings,
According t o t he I OPS country profile for Ger man
( AVer snigeshveerrut r agsgesetzo VVG) regul atledse rtshye idnustuireesr san
and insurance intermedi aThiAst idoéssnotnappkyntoapesas,i
According to the Country Factsheet Report within the
drivers of investments in pension funds (EU 2019a), f
under the scope of the EU | ORP Directive (Directive 2

Ri et prengilanssednonnui ty contracts of , | pagutf npuansace co
of banksnf amdl contracts of capital i nvéestamentanand i ny
contracts eligible beappubVdd ceoldhsiddcieerst infuisctati on body
t he Retirement Provision Contracts Cexrtificatio
Zertifizierungsgesetz)" is the Feder al Central Tax O
responsible in particlRlierstfeat rabescanti basatci @grenei on

(swal |l ed -¢ Rtrrugpc't s ) .

Occupational pension schemes provided by AfAPensionska
pl aMembers can choose bet WBpelnandsi fd eeprd¢efmid n vit gysptoemse na f
ri.gfkensi onoea®Perarsi onchfawredsone plan which is not expos:«
riss&knd anot her one wit h( EU c2a0pli9taallc cpg. v d Itahget & BOU

Commi ssion' s 2019 study on pensi on funds, around 1
occupational pensions were active in Germany at the e
iRi esterd pensions are provided mostly by insurance ¢
funds. While Riester pensions are voluntary, they are
by the scheduled reduction ofispubbtitheepséessubensnedftp
aging. I n order to achieve this goal, a comprehensiyv
pensi on products under the product |l abel ARi estero
AiRi esterd penstonsentainsubJupgeenr iat (BI°.O0On2b0 lo2f, tphe 4) .
requirements oblhbugesnpeeviadeositove investment return

Il nvest ment regul ations

I n Germany, the investment regime for occupational pe
of pension providers. I nvest ment restrictions may ta
regard to certain assets cl| assdess,, fsourcnhs aosf erqeutiatiile si,n wr
et c. I n general, a more restrictive regime applies t
Commi ssion Study on drivers of investments in pension
are subject to mestrictieveandgmbaei on than fiPensionsf

As regards investment regulations for German fAPensi on
in equities are capped to 35% (of total exposure) for
(see also OECD 2021b, Tabl e her peqgwilyal élrhte sree d ti rmi dtsi @l
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ension funds (APensionsfondsodo). Direct investment
hare of 25% of tot al exposure for APensionskassen

o1 B B o]

Pensionsfondso. As regards i mnwsesntomelnitmiitns raeptpaiyl
Pensionskassenodo and APensionsfondsod. For fAPension
onds, regardl ess of whet her they are issued by |

D T

dmi ni stration. For m@Rensdinonbsiflolnsd sand nbemsds i s un

nvestment into private investment funds OPensi ons
. 5% of tot al exposur e. No Iimits apply to APensi
ubj ect twesat nbeOn% ilni mit for | oans and bank deposit
nd | imitations apg@lhyei wWer §iiPdefincarxophassiverned s 06 ed by | i mi
f investment Ii.ntAgadinnglae mossuearestiiPensivengleas snen

m o & »u N

or i nsPtearsd eo,n Fk @asushejnect t o i nvestment | imits on eq.l
i ssuer of( EWp 2t0B0B%nsi onssf ohdscorrespondi(nOgECD mi t i
2021b, .por26B8)h APensionskasseno and fiPensionsfond
in foreign currencies.

Assets allocated

Assets in private and funded pension plans accumul
OECD Pension Markets in Focus publication 2022. Th
the | OPS country pr eafsisleet sf oirn Gielrenmesnido mdddaPss e nsf ond ¢

EUR 232 billion. Oof 25 EU/ OECD <countries covered
statistics, Géthmarhyeshasastcmre aBoblinme préewvms e and fu
pensions, following Nethefrlramd®, Denmar k, Sweden a
The investment structure of assets and returns go
portfolio allocation to risky assets entails highe
regards the asset allocatisninonf Germaayebahdsfanded
most i mportant form of investment. The share of a
compared to 7.6% of assets invested in equities an
Pension Markets Bh) FoAusor®di2rRrg o Pension Mar ket s
di stinguished from classical forms of investment i
scope of the OECD publication the proportion of p
(| aand buil dings), unal l ocated i nsurance contract
alternative i nvest ment s i s summari zed in t he cal

information from the EU Commi ssionds Stoudy200lm® t he
(EU Commi ssion 2019y x, p. 4) the share of assets i
total invested assets.

Il nvest ment performance

I n 2021, the real invest ment rate of return from f
1.1%, according to OECDO6s Pension Markets in Focus
a longer timespan is taken intomaZCbanto D¥2Y, tthlee
of real average annual rates of return for funded



AUSTRIA PENSIONS SYSTEMS IN EUROPE 72

significantly above the comparative value for the | as
compared, this corrieglpeontdsv dloudg.hel B0t he medium ter m,
private and funded pension plans in Germany is there

countries.
Tax treat ment

I'n general, the taxation regime for funded pensions i
(sdab4@n s e2c.tlida.n3

According to the EU commi ssion study on drivers of in
provi dieRde nbsyi onsf ondso and drPenlsotomskaljsento to an EET
Occupational pensions provided by fAPensionskasseno a
same taxat ilocOPSr ecooiummet r(Gepmahy | el ®B% 2@ b9B,% p.f I )h.e Up
maxi mum soci al i nscuornatnrciebpaaimbt nmtsiyb etmpdmyers and by empl
occupational pension plansesacicalt axeexreimpy edenti mi ROR2o
EUR 84.600 per year (OECD 2022hb, p. 47). I f tot al con
at the individual s margi nal rate of income tax. As r

the fdadimeat commicametnrtisbut mpincsyagnrali & misyaoge ¢ ax free
and no ceiling applies.

Correspondi h%fiEDo i nhhe h2 EETurfms moha,anee stxmenptt ed .
Furt heranotreex apmelnisé osmds ac cama | talneerdec eiisl i ng on the | if
value of private pension funds.

According to the EET formula, pension income from occ
the individual mar gi nal r abti er excft tcaooxme(f @En@ht 3 C 2tks,i tp.on
period regarding the taxatifareofal powsiner iomc dmen.ef THh
gradual l-yuphfaisech 40% of pension income in 2005 to 0% |
of the benefits startsnciome2&X2,ealxd. 4% of pension i

As regensgsom funds, di rad cRi éfidpanmranecme mafdi t-s from t ad
deducted contributions are taxed at the individual és
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Tabl@er manyaxation regime for funded pension

Taxation regime for funded pensions in Germany

Source of contribution Contributions Returns Withdrawals

Occuational pensions Al (Employer and

(Pensionskassen and Employee) E E T
Pensionsfonds) el

Occupational pensions (direct

insurance, direct commitment, .tE\IrL(EI(r)n;jg;ter EnC E E T
support funds) ploy

Inphwdl:al voluntary (Riester, Individual E E T
Rirup)

Private voluntary pension individual T E TIPE

insurance

* From 2005 onward the taxation of basic ("Rurup”) pensions is transitioning from a partial EET regime to a full EET regime.

STRIA

As regards individual AReastens , panmedmbenss ocmnofeceli
government subsidy. l nsured individuals pay contr |
contributions (including the subsidy) can be dedu
Contri bibtaisoms ptemsi ormcsan( fhbR, mpwupd)i ally deducted from
a tax perspective, basic pension plans are treated
p. 48). These pensi onseq@arediimg at d x atnison:i odt pretrii omg

2005, the tax exempted part i s gr owi n2g0 2b2y, 29 4p% rocfe r

contributions can be deducted fronmnothaxadlblug iiomso nva
fully exempt from tax from 2025 up to a certain ma

As regRiredspeins|j orbenefit-dedumtnedt axontri buti ons ar
individual 6s margi nal rate of income tax. I f the
32.9 in 2022 per month, the whole benefits can be

to a special tax rate and is adedd thd gthax alxl e uirrdemn

the progressivity of income tax, l ump sum payments
recipient receikednéxt evienwéyyoars. tProgrammed with
annuitisation (from the age of 85 years) from ARI

tax rate. | f tthatkedeceéfkdt sootrnbotions, tixa lodtter
contributions exceeding tax | i mitdepeanmdermptaiplerase ratn:
of the pension is |liable for taxation.

As redpasdses (ARirupoxt hpensaixans on of pension i ncome
retirement . Unt il 2040 the taxation regime is in

con
taxefl.the payment of the benefits started in 2005
X

taxation at the marginal income tax rate of the pe

tributions to the paxaitomsn wift bemaewn tisn @Brasaftt e

by 2 percenmntaigle P020t sBet ween 2020 and 2040, the t a
by 1 percentage point unt i | -exeancphti ngarlto 086 i hhe 0@«

determined by the rate applicable in the njienagr of
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|l ifetime of the retiree. I f the payment starts in 20
annual amounts are taxed at the individual és margi nal
For mandatory individual pensions thasomeespetitadx f a
tax rules regardi rFrprttHianfdeeared iittsi easplpl gl Yii hcemsopart
which corresponds to the returns on investment, i s
i ncome tax. As regards |l ump sum payments from mandat
subj ecet fitRd etsh er 0 or ARrupod regime, the fiincome part
mi nus t-he epandrlifbutthieonlsump sum is paid after holding
years and the recipient is 60 years or older half of

was signed from 2012, the payment must not occur befo
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1. Strengths and weaknOesesreas | ( aPcecid®rPdinn g ntdoe x

Th&er mpansi on shyywtsemedi um r e s uil Suss twaiitnha brielgiatryd
scor@. @ahd r &nkreang 11 caonudn tirAideesq)uacy o ( OPIlt) sco

- The system is char act e+ainzde df ubnyd ead veal reineetnyt so,f wA

system still dominating. However, funded occu
i mportant due to tax promB8yi boiaddngubpicapub
of private and professional pension provision

compensated for.

2. Tax treat ment

Fund2®#% ier occupational schemes (ABehd¥E#bkicpe
schemes (ARiestero or AR¢igrupo): EET

3. Contribution rate thefwaedmrdemplaompgemanandpt

- As regdtridesr 20o0ccupational pensions contributio
agreements. Employees pay contribution in the
Tax | egislation allows contr Gboumanprmead afn cep ptl a

- As reg'dtridesr 3i ndi vi dual schemes contribution | ¢

fRi edpemsi ormpriosmottaexd and smddakls smas ad&heontribu

4, Asset All ocation

In the year 2022 Bguriotrids g(Bti ¢ | GIE3@BB o rCéhs h( & D¢
2.%) , O(deaenp

* Assets invested in loans, real estate (land and buildings), unallocated insurance contracts, private investment funds and other alternative investments.

5. Obl i gatory character

FundZ#ier occupatiorddli epensidowvs damd ! ans ar g
wi despread and increasipmrgplmotiimmoratnadn tp,u Octca ptadl
plans are often | aid down in collective agree

- 3Ftier individual penspoomoaed wmobHusthsydi zed.

6. Paput options of funded pl ans

- The accrued capital is either paid ouit meé nd unme
Pension capital fPeonns ipoennssfioconnd sfou)nadesa n(ifien ft hieb é log
anniuecdr accoapmaymgertoeplpercti vely (Schneider et

7. Contrisbutoi drnundsedpet aest age of GDP

- AccordOB@DtBensi on Mar k e(tGEGDn 2FR)o2c3u)s t2h0e2 2v o | u me
forms of funded schemes was only 0.4% of GDP

8 I nvestment performance

- l1lyear average investmehlcratra i mfg: 2@t OECD2011

- At the same time the OECD average was 3. 7%.




AUSTRIA PENSIONS SYSTEMS IN EUROPE 76

Addi ti onal information and resul ts

1 The statutory public pensiarel|laytsetdememrediitdes |ftorf

tifeunctionalitilks.glaraonéeast ,a mini mum pension i
t hetatutory pefainemni sobémecirespenfsilong hamegachi evec
social assistance measures.

T The public pendiacreds ome nPAAY sefnisn amcienngt.i t 1 ement s
calcubhateddi hg éeéqui val eHiceghermr imaiméad.i ncome is tr
into higher pension benefits

1 Thedtieomprferded occupationahl tperasglnt sehemase n
mandator y, at Wbe yWdnoawmoeoimpany and col | ecmplvoey eaegsr e e me n't
cademanHe i mpl e me ntcactuipoand i-edfnppd nss$ omeme from their
empl olyheef 43 er pensi onsf andedddd dwuppllodmensi on

T Germany will be affected by demogr aWihtilcowtgei ng t
|l egislative measures to strengthen the sustainabil
woul d increase Vhe ydesdlIginnd iicrmnttHe/.benefit ratios o
insurance is compensated by capital accumul ati on &

pension sch®&fend 4 inert.he
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2019 2030 2040 2050 2060 2070 2019 - 2070

Population (1,000 persons) 5,809 5,970 6,058 6,100 6,124 6,156

Population growth rate 0.3 0.2 0.1 0.1 0.0 0.1

Old-age dependency ratio {pop 65+ / pop 20-64) 34.1 1.4 47.4 47.9 51.2 53.8

Old-age dependency ratio {pop 75+ / pop 20-74) 12.5 17.5 20.7 237 238 26.1

Ageing of the aged (pop 80+ / pop 65+) 234 315 329 38.9 395 39.3

Men - Life expectancy at birth 79.5 81.0 82.4 83.7 84.9 86.1

Women - Life expectancy at birth 83.3 84.8 86.2 87.5 88.7 89.8

Men - Life expectancy at 65 18.5 19.5 20.5 21.5 224 23.3

Men - Life expectancy at 60 22.4 23.6 24.7 25.8 26.8 27.7

Women - Life expectancy at 65 21.1 222 23.3 24.4 253 26.3

Women - Life expectancy at 60 25.3 26.7 27.8 28.9 299 30.9

Men - Survivor rate at 65+ 87.0 89.1 90.7 921 93.2 94.2

Women - Survivor rate at 65+ 91.8 93.2 94.2 95.1 95.8 96.5

Men - Survivor rate at 80+ 58.8 64.4 68.9 73.0 76.6 79.7

Women - Survivor rate at 80+ 71.0 75.7 794 82.6 853 87.6

Net migration (thousand) -1.6 124 12.5 11.3 11.0 11.0

Net migration over population change -0.1 0.9 2.1 3.6 51 2.6
Though net migration is subjected to be
slightly fall over time to 11 thousand in
Referring to the projected exit ages, it can
and women wil|l reflect the increases in |ife

be o
expeoc
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spent in retirement wil/l virtually stay the same ove
women respectively. Nonet hel ess, early exit opportuni
ratio of early exits to | ate emxdg.tskFdrorméro,t ht me ni ramrde ¢
quite drastic from 0.8 to 6.5 compared to women, whi
same | eveTall®? men (

Tabl2Denmark: exit ages and expected duration of r

2020 2030 2040 2050 2060 2070 2020 - 2070

Average labour market exit age (CSM) - Men 65.0 66.1 67.2 68.0 69.0 69.5
Duration of retirement - Men 18.4 18.7 18.9 19.0 19.0 19.8
Percentage of adult life spent in retirement - Men 28.1 28.0 27.8 275 271 27.8
Early/late exit - Men 0.8 2.0 2.7 4.3 4.8 6.5
Average labour market exit age (CSM) - Women 64.1 65.5 66.7 67.6 68.5 69.2
Duration of retirement - Women 21.9 21.4 21.6 21.7 22.6 22.6
\I;'Vf.?)r;eenr:age of adult life spent in retirement - 32.2 31.0 30.7 30.4 30.9 30.6
Early/late exit - Women 2.9 2.4 3.7 4.9 6.1 6.5

The labour market exit age as calculated based on Labour Force Survey data for the base year and estimated by the Cohort Simuiation Model
thereafter; ‘Duration of retirement’ is calculated as the difference between the life expectancy at the average labour market exit age and that exit
age itself; The percentage of adult life spent in retirement’ is calculated as the ratio between the duration of retirement and the life expectancy
minus 18 years; Early/late exit is the ratio between those who retire and are below the statutory retirement age and those who retire at the
statutory retirement age or above.

The role of migration

For Denmar k, mi gration wil|l be rel evant for the sust
influence mi d¢htyg2pe IFiomi ttehde (f or ecast period of 2022 t
share a@4 dwi2l0l remain virtually the same in the scena
migration, a difference of 391.000 individweals is est

wor kageg population in 2060. Regarding the popul ation
scenarios is negligible as they differ by about 60. 00

|l atter popul ation share increases tild/l 2060.

Nevertheless, thisageéefpepehatei om dvwe kti @m gi mmi gr ati on h
only marginaatyg, depehndtddenagidirratTihoe (scenari o with migrat
a ratio of 51, while for the scenari o without migrat:.

To keep -atglee delpendency ratio of 35.3 in 2022 constant

expatriates of 1.6 million individuals would be requi
2060 without mi gration is projecaegd depdearede2ncldy miadtliio
constant, a working age populragd,ont tod dli.f5f5erméarnde omf wlb

represents the necessity for net migration or returni
mi gration of approximately 43.000 individuals per yea
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26.2.

Fig26be Denmar k: demographic forecas20&0)x h and witho
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General architecture

Denmar k, the pensi on styisetredmh eit Sféikrasste d e so ns etvherre:

gover nmeompaolnent s ( ES¥¢chnRrdi2dgr , Pethova & Becker, 20

T The batshfeiafsti sticempri sedgefpéemei dimd d( Fol kepensi

voluntary early Méetl iiPledrime mtn) pe midhiincehpr(esent s t he
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uni ver$ahabhaddf i neRIAYSeynsetfeimen t hough early retire
voluntary, the voluntary early retirement pension
tier, ascont ricsl Iseeda,t enonet hel es s, it is an individd
T I'n addition, al most all individuals in Denmark ar

AATPO (Arbejdsmarkedets Tiflulnkldeapiensdomr)o,nt whbothi ar
system for waGkbeeaontrsbutions made to the member:

ATP i.Tkiesfpension scheme is thethfei rssetc oanhdd thiaesri ¢ ¢
the Danish pehResiromesypitemts of soci al benefits,
obligatory pension system (Obligatorisk Pensionso
the suppl ementary pension ATP for these individual
T I'n addition to the deacdrcdc cAdliPeirsscthse noef, prhievately or
contr i-bbausteidonl abour mWr kbt npehesenseccupational sche

a mix between PAYG alnhde fsuencdaendd ®tgiseurafgisnanc e d,
i ncormeel ated civil servant pensions.

T Thehitrides based on voluntary individual private pel
are typiealn vionkt mjpreast on schemes, but t hey al so
annuities.

Qualifying conditions

As of 2023, the retirement -aaggee ainnd DXehnemasrukp pilse nGe7n tfaorry t
system. EIligi-bdd ipgndioon tdhyestodrd i s tied to the durati
while the early retirencenmtmnpenistownti neslhakbewdr omaid betg. -

are differences in residency requEUements ghers.Dahhsel
mi ni mum requirementagteo preencseiiovnes tfhoer obDadhi sh national s
resi dency wtatghei,n wha rhkelhnfdoor ei gner s, this residency r ¢
years, of which five must be i mmediately before retir
reaching the retirement age before 01.08.2025 had toc
workageg. For individuals reaching the retirement age
bound to nine out of ten (yYMIa3FPOf residence in Denmar
For the supplementary pension system, all, emmpl oyees
compulsorily insured. In addition, individuals partic
training measures, as well as recipients of certain s

Se-efmpl oyed individuals ardrabluotwed gi senmolt hiat artihleyy dec
me mber for t he preceding three years. For empl oyee
requirements.

Current and future retirement age

Asment i amedretirememt2@Fhei sebivrement aygeebrasi adj usted
and i s meant t o be increased t o 69 i n 2035 by St

2ZMI SSOC refers to the fAMutual Information System on Soci al Prote
protection systems of the 27 Member states of tWMebEuimkpean Union e
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(Vel fprdsforliget) of 2006 and the retirement ref
retirement age has been introduced, so that the re
oboyeamrn ds, effectively | inlixpectthaenmcryet ilmemendti tage,
for voluntary early retirement (VERP) hastheen red
st at uteotriyr ement age. Considering age projections
subjected to i ndcrae ahsael fbyy enairnse taon 75 years in 2070.
of retirement in Denmark is also possible up to t

increased based on a percentage calcul ated with th
l'ife expebearogdg af defer ment .

Fi rtsiter pensi ons

The public pension scheme can be divided into the
The basic amount 7abs, S00ROUROL @8 n s u,DIKKYi ch roughly equ:
of average earnings. I f the pensioner hads00earrned i

EURRR OO0 annwwelfl w,he3d ncome above the threshold is d
I f the individual exceeded the ann0@a0 E¢YRe&ERO0M,ed i nc

the basic pension amount is completely phased out.
Regarding t he pensi on suppl ement , t he amount d
married/ cohabitating pensibo0n0eEdRL ]5TO0e aanmmouuan tl yo f( i DK K
gets split in half. Similar to the basic amount, t
income thTrrehslUupgpl ement i sSWwratueedbbye at s t hr e s h
includes earned and capital i ncome, as wel |l as bel
schemes. Lastly, the rate ofondendaurcittialn satnadt ush raensdh oi

is also a pensioner.

To reduage opadverty, t he Dani sh Government target
suppl ementary pension benefit ., 60T0hEBURINBDU.NtTA nr e2deli9v
the full benefit, imo dtielva d uRK B0 ARt hdti rhollidqui d we
as well as the supplementary pension-age pedsiced,
exceeds & E&&B4AB800 for singl @60 a&EdJdO,5DKXK f7olr coupl e
respec(tBEW,el2y020¢g)

Seconhder pensions

Addi titomal iyabour Mar k et Suppl ementary Pension Sct
absolute universality, as it covers almost -all wag
empl oyed persons are not autsocnhaetmexadnl typ airnndlcu pead ei

contribute voluntarily. 1t is a fullyafsierdd sed ,h ednef,i
which as mentioned before, 2i sCamotnrpiuld ustoiroyn sf oar ee nspp
empl oyee and empl oyer, -twiimér wdrek ermobhuenitndg oeq wa lf utld
ZDue to its hybrid character, it is hard to distinctly assign
tend to associate the ATP sch-eméeveosthhe pubsictiyeorgdme zed iansd
Howevienr ,t his study, the ATP scheme is attributed to the second

Further more, it reprerselndtsedins olteme adn dniatt ijobnot financed on
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25 for the employer and DKK 95 or EUR 13 for the empl

are not defined by income, but by hours worked, i.e.,
In technical t er ms, the pension scheme of the ATP re
without any intergenerational transfer component, as

right owyo-pa-ydviadyto-get Dbrhesnicse, the benefits paid depend
the individual 6s contributi on 8I0eovfe |p aaindd AET®p Icooynnmea i tb urt &
are used to buy new si nddd&n sdiucan apdemesfeidtnom i g hdi scount r
thaadjuesbetdheteltendhggeabl e i hheseavaitheelmarikret at the ti
of acquisition. That is why the disgsowealtl rags ewhy péars
provisions are sensitive to chanfle 1 @matihne nma r2k0e% ¢
contributions are wused as i nvest ment buffers and fo
measu(reld4, 2020g9g) .

More f®ipealily, ATPO6s total funds are diefded antdo two

the other one being the investment fund. As mentionedc
used upbiaranteed pension benefits, which is done thro
hedging portfolio is intended to just provide the nf¢
i nvest ment strategy of t heemmr sfabl e ndevdetcadmetd e n

includegserimmends and interest swaps. Furthermore, th
a Afull hedgi mgnmoappredaecnh nabe the interest rate ris
investment portfolio, on the other hand, the highest
mar ket risks, that may allow for higher riuspk pr emi ums
roughly 20% of the ATP funds, is meant to generate hi
to balance out cost related to, e. g., ageing and in

intended to maintain the reaé wmamiumealofguéreannpteenesdi ome n
provision, given by the hedging portfolio (ATP, 2021)

The ATP scheme has imposed a risk management strategy
the fibonus potentialo. The | atter is defined as the

guarantees, therefore constitu¥hag RMRdaPOsseeseovegqualh
half of the bonus potential, in order to guarantee fo
also allows for a dynamic risk adjustment, meaning, t
increased, ioft emhée abomesdbwpl d be added t hat the risk

measured withtarmadhdr fohlhezbinnvest ment portfolio addif
a factor approach in order to diversify risk (ATP, 20
Even though the two ATP portfolios are separated, it
are tied to one or the other. By using financial i ns
portfolio can invest f undsi cfhr otmh etrheef ol ed ggii nvge sp carctcfeosls
capital/liquidity. This allows for higher i nvest ment
potential, which may yield higher returns compared to
%Risk budget here refers to the allocated risks to the investment s
®Risk consumption is measured using the Expected Shortfall met hodc

in various mar ket scenarios, thus accounting for extreme events wi
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used. Al i nvest ment s, including alternative il1ligq
factors regarding risk, these being the equity and
category of ot her ri sks. Aisn meems s oneddi AT®n all ,s oali
classes, which include private equity, infrastruct
2021) .

|l 2019, the total savings in the ATP scheme were eq
same year were equal to 0.8% of GDP.

Public Expenditure

I n 2019, spendigreg pemst e ol@ddo fe qwlaA, twohid.e3 at t he ¢
benefits paid out by %ofe RAOPnhnweottalgupalbltioc Oe8B8pend
was 8% of GDP in 2017, which amounts to roughly 16

|l ower than the OECD average. Neverthel ess, it i's
tot al will 9d.ex% emfs eGOR otro 7. 9% of GDP in 2070 agai
the stepwise increasge ofenshieomstageal,t oay toH-adge wi | | h
pensioners to empl oyment al most constant . It i s al
worker wi ||l grower stronger than wages, which | ow
2020¢g) .

When it comge poveldy, indicators from 2018 revea
compared to other OECD countri es. It is especially

total population with 6.1% is &adegde65+ hwaint it h2. ®@%.e
in this particular context was defined as the perc
the median equivalized household disposabl e i ncomi
observabl e when ijatgpoovmed yt o atee dlod once, the rate
is higher with 4.5% than for the cohort of individ
comes to men and women, women aa@ge mpowvemptrynwi th & x
3.7% eomgd to men with 2.2% (OECD, 2021).

Yet , when it comes to the replacement rat e, no di
observed, with the net repl acement rate in 2020 b
weal th, i.e., present value of the filaxwtofonpenaidernx
l'ife expectancy and retirement age, Denmar k is &eq
wealth being a 11.4 multiple of annual gross earn
Denmark is one of the frlnnitornu n nweirtsh ipe ntshieo nE ufruonpde ac
approximately 50% of GDP in 2021 and the absolute
second highest with $ 889 billion in 2021 (OECD, 2
Forecast of public expenditure

As mentionetdhebpublic expenditure on pensions as a

but constantly decr ease dVvagrd8teh el hperroej eacrtei osre vteirmael f rr
explain this trend. Besides the indexation of reti
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agreed to index pension benefits to wages. The rate a
devel opment of the fiscal year two years prior. Hence
the wage devel opment . Not wit hstt atnlda que@l, deértsiwars saH swl d ¢
be exempted, therefore this factor only applies to, e
the disability pension. This indexation of benefits |
years than wages.
FigaBRBenmar k: Forecast of public expenditure on pensi
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Source: OECD, European Commission * Created with Datawrapper 'BQUSLR'A
Furthetmere, will be compositional changes in coverage
forecast period, the sthgre pehhspeoaplwe | 1 edaivei ngcoleds e
the share of peoplesmmerfadeipwinreg omisaitdriker eherembont peps
and the civil servant pension.
The aforementiomadi depénheensy al so play a cruci al r ol
public pension expenditure projection. The number of
1.3 million, yet employment adsoUpnontbabe206@60rinhgi $hek
decline in the dependency rati o, from 2060 onwards,
strongl vy, hence the reoccurr iFngyg@feo wlhi s naltshe Idiermpkesn dte
coverage ratio effect, as through the indexation of
projection period slightly decreases, contributing
mentioned that 90% ofk ecnopntoryiebewst ei nt oDeancnrcaurp at i onal as
schemes. As these ar e focused on cohorts instead (
contributions, wealth and benefits, calculating cove
regimes is sub2a@g) mal (EU, 2
Nonet hel ess, considering occupational/ private scheme:
paid out of these schemes grow until 2070. For privat
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of GDP i 2019 to 6.0% of GDP in 2070. This increa!

n
expenditure declines over timeiwitTdhet compoluosisde
increases from 60% in 2016 too64%rinh20b@asieveenbtl
decreases from 42% -age 3pgé&nainan trhat iod dstays const e
maturatio
38%. Thi s

e

public p

n induced increase of the occupational p €
of f set wiatthion ctalme bteo tsaelenb e@mefiitts contri bu
nNsi omi ge@@Peendi t ur e (

Figa®Benmar k: Components of change in the publ i

[l Dependency ratio effect [l Coverage ratio effect [l Benefit ratio effect Labor market effect Other

2030 2035 2040 2045 2050 2055 2060 2065 2070

. ; AUSTRIA
Quelle: European Commission = Erstellt mit Datawrapper ECO wernuTeoR

Forecast of replacement rates

When it comes t o btonteh bhoevreerfailtl raantdi oear ni nrgesl ateddat ed
replacement rate, two different pathways can be ob
7.0 percentage poi-ntebated béadeefiar ni agso by 9.0 pe]
projection perired,attelde repd micregnent rate remains vir
fluct yabl @n The benefit ratio describes the ratio
income from pensions per pensioner to the average

ratios, which here only relate to the Ipyubneinct isocnheedme
reasons for the decline in public pension expendit
and the average wage remains the same or increase:¢

the replacement rate reperetsi pemasntoni heomd.i tBhée¢ or a|
di spl aVelWl & epresents the total replacement rat e,

recei ved from second tier schemes, whi ch | eads 1
Considering the previous claims on pension reform
trgino shift from heavy public first tier scheme m
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can explain how the replacement rate remains virtual

benefits will be substituted by benefits from the oth
Tabl®»®enmar k: Benefit ratios and replacement rate
change
2019 2030 2040 2050 2060 2070 in pp
Public scheme (BR) 43% 41% 38% 37% 36% 36% -7.0
(P;;a)hc scheme: old-age earnings related 21% 38% 35% 33% 33% 320 9.0
Private occupational scheme (BR) 27% 29% 33% 35% 37% 38% 11.0
Private individual schemes (BR)
Total benefit ratio (BR) 65% 64% 65% 65% 65% 66% 1.0
Total replacement rate (RR) 57% 56% 57% 57% 57% 58% 1.0
Source: European Commission * Created with Datawrapper EC @;t’,{“i%‘zﬁ:f
Forecast of debt |l evels

The steady decrease in pubilhicdeRprima@@rcputi é sodepensiceor
constant over the projectterom Ipieabioldi.t iWvths |made osp d Doy

in 2000, in 2020, this | evel was already reduced to
projected to be ab®2A eovehoblhd BhiosFrdgBDB till 2060 (
Fi g@OBenar Rroj ectioeremf gkrosg financi al l'iabilities (in
60
59
58
57
56
55
54
53
52 52
51
2000 2005 2010 2015 2020 2025 2030 2035 2040 2045 2050 2055 2060
Source: OECD Economic Qutlook No 103 « Created with Datawrapper EC &:{”fi;‘l’;‘:::
This projection of the debt | evel can be partially ex

nor unfavorable) initial fisteltmppsbjeonhiassweFbrashb
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the European commi ssion assigned Denmark a very |
meaning that its financi al sustainabi Hietryn gap ciad
adjust ment needed to be mad@&DP.n @m odbthet o handbi It ihz
indicator represetnetrsm avineow,e asediitum ndi cates the ne
to reach the Maastricht debt requirement of 60% by
bel ow zero, the fiscdl asi dlowcarmrobéeticoemstcdatei but
approxi-fhabelpercentage points of GDP are the negat

fiscal/ budgetary position and to a | esser degree
2017) .

Vol untary/ Mandatory, Occupational/ Personal, Book r
As mentbiedmaed, second and third tier pensions schen
adequate replacement rates to pensioners. I n this
second pillar, although it is cleséehteoAdBsetheémepuni
are yet other fully funded, defined contribution,
the soci al partners in collective agreements.

More than 90% of employees pay into occupational s
schemes has increased drastically since their intr
Before 1995, the coverage was evean cloovwearagthadms7
occupational schemes a more relevant component i n

contributions amounted to 1.3% of GDP in 1980 (2.3
to 5.3% in 2018 (6.0% icmatwudibugi pnsyatdhechemal

occupational schemes are substantial, they equal ed
occupational schemes are negotiated on the industr
bl col-wanrkers si-h0680sheami e seen as one of the mai
i mportantte eof o2cupational pensions. Similar to th
pension funds in Denmark are focused on iamesting
alternative investments, that were mentioned above
potentially higher returns. The contribution rate
aroundll1, at |l east 60% ofncohmhesiebutaiterss fRalglardi n

types of benefits within this tierlondcdeamnduist igersea
provided, topped up with a r a2tk peassonBthaittiksspa
to receiivteala peaayppi on pasuwmoleneafsi ta I[Bempftiitesr of t
schemes equaled 5.3% of GDP in 2019.

When it comes to the third tier (private voluntar
compared to the occupational schemes. For the indi
and rate pensions ar e tlhoen gmopsetrrseioggms i, b wadibet | ndt a
As these schemes are privately initiated with bank
due to the independence of employment conditions o
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terms of contribution size and benefit composition i :
free to choose. The tnoadagdp LBV mds GDAPr m nt RiOsl 9t.i er

Il nvest ment regul ations

Pensi onr gdgunldast i on i s done by the DanFshaRsbDahsesyakt Sup
while the specific regulatory frameworks for pension
Solvency Il and | ORP I 1 apply, which both implement t
two regulatory frameworks arasstehe cérlspwebki miotratliacme ra
pension funds, as wel |l as |ife insurance pension pro
there are | imitati ons Loinmirtesalf oers tpaetnes iaonnd fluonadnss i n b ank
fund companies additionally apply, if investment i s &
pension fund companies, this is also important for egq
whifloer pension savings in banks, this additionally i nc
asset cl asses, only the Prudent Person Principle aprg
funds, there is I|imitation on meHliclhltareai Ifliaxrayn cd atli vaict
must be done through subsidiaries. Company pension f
mi ni mum of 80% currency matching, while for Eur o, a
all owed (OECD, 2021b)

Assets allocated

Al ternative investments play an important role in D
pension funds. In 2021, 42. 5% of assets allocated fe
forms of investments, e.g. |l oansponteaktsesstapreéyateal ho
funds and other forms of alternative investments. The
is one of the highest among OECD countries. For most
a minor role. B2Q@ 2v@.ent RO 1Hd9hamel of alternative invest
has grown from 13.6% to 15.6% within the OECD. It is
driven by the necessity of pension providerss to gener
t o pensioners ( OECD, 2023) . Looking at t he proport |
Denmar kdés pension asset structur e, it must be highlig
devel opment compared to the restovoifderhse aOEeCDmorie es.t,r oD
focused on alternative investments. I n general, this
shift towards alternative investments does not necess
portfolios. When metntc dmespethsiiomveasssets abroad, De nms
middle field of OECD <countries, with that indicator
i nvest ment .

Il nvest ment performance

I nvest ment performance of funded haansd dpercilvianteed piem stihoen |
year sbut has remained comparatively Whiglk ithei mbeni nat
invest ment rate of return in 2019 was 10.9% (real: 1
in 2020 and then dropped to a low of 6.3% (in real t
Nonet hel ess, therenarennbphnegpéeirivedretdaspite financi a
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observed in several OECD countries. In addition, t
rate of return is quite stable considering the | as;
average annual i nvestment r &t eswiittmhy déhre Detadd lyeia
virtually the same.

Tax treat ment

The first tiertlhnd pehlsi onpebgieonmgsd eoguntakhrg early
are taxed with the progressive persomian Dercrmanrek ,t a.

however, public pensio%pagwrel hotasubject to the 8
Opposed to the taxation of the first pillar, the s
rul e, i . e., contributions are exempted, while ret
though contributions to ocauwpatlison ala Xépda ywd otlihlv athaex st
they can be used as i nhbteimmee tamfx oerdturcith wtnisom.t Looki
typesl,ong feend rate pensions are subject to the per
at the momertf i ¢d uttalyel mecnontrast, camMidrad g prechlsd :N,s
so there is asthametaxienekpested that tax revenue
to increased pension payments, as wel |l as the unde
stems from the time di sacfrfepanrtyr ibked twieems tamxd wirh ére |
Interestingly, since the 2012 tax reform, capital
not follow the ETT t axeaetniedn t anyamaer ee x elmpd teeda df,r om

contributions are now taxed (TTE).
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1. Strengths and weaknesses (accoi®Phy to ¢t

rank®eid an

pensions,

- The Danish pension systdmnraanrck salt dipS uwittah nraeg d
0.85 and"

- The Danish Pension is defined by a multiftwrddke

pensioners. As a result, then vDoelnunmeer ko fi sf uhnidgehd.

“mokgdlB countries compared), with r
d to AMarket capitali 2jationd (OPI sc

which altogether lead to a |l ow fisc

2. Takr eat ment

- 18t i er;2nda

T&#+*3 er. ETT

3. Contribution rate to funded plans and spl

- ATP: 025

- Occupat i-bn®] : 2¢/ln® lboyyer and 1/ 3 by employee

are covered by the employer -andeledp

4, Asset Al

|l ocati on

- Equities

(25.8%), Bills & Bonds 26(26 .508)),, OQahsehr

5. Obl i gatory character

- ATP i ss-mgondatory, cowearrinreg salalndwaagdenoseteabi ngnd
benefi-empl egedfli individuals can contribute vol

- 90% of employees are covered by occupational,

6. Paput options of funded pl ans

- Li-Feng, rate and capital pensions are all ava

- For the 2hdngianpuiliifes in combination with a
capitadurmupgnsi on are also not uncommon

- Capital and rate pensions are -tbepgmasbhuicbimems n
al so possible

- Generally possible to designate a beneficiary

7. Contri bution to funded plans as percent a(

- Tot al contributions to funded systems were eq

8. I nvespmerhdtor mance

- 1year av

- At the same time the OECD average was 3. 7%.

erage investmeh2lraide0®f return 2011

%Collective

invest metthroalgémeées (whemviaodblbl e)
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Additional information and results

T The public expenditure on pensions is subjecte
even thbeghot al replacement rate remains const
towards occupational and private schemes.

T The pension system is indexed in two ways. On
adjusted based on the | ife expectancy at reti
indexed to wpgas waph which means they follow
a |l agged manner.

T Denmark is at low risk of not meeting EU debt
public pension expenditure merfeeeviduraasblIfe sicrailt isal

position.

T Due to high covetrbgehsepgfeesissepfaesdede qgn whublei ¢ f
repl acement r at eshiagrhe aangrepograa/teirte/!| i s .compar at. i
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27. ltaly

Demographic profile and forecast

As vVvisibaml4ddtamyds population wild.l shrink considerabl
2070. The negative population growth rate is observ:;
mi gr aftieormda dependency ratio, denoting the ratio of

bet ween 20 and 64 wil/l increase sharply during the n

the year 2019, the ratio is projected to attain 65.6

This foseomasmimnly dr itvheant byt atltye ffeamdtur es one of the | ov
world which is I|likely to per3%ogeéet wert hwint ht hien cfroeraessien
expectancyextirte meswytbhiirst h rate t hat is particularly ir
popul.d8thieomi se i ®shloowmadbiet Wotsonly will the ratio of t
older to those eomiearhpbnp t he. ngkn dalrexca@aadrees t he fact t hat
wi || l'ive longer. But also the actulalféi éepecpantwynacl

85.7 years waswoamaoubatredihoR049 (81.3 years for men)
expect awaemebfioormn in 2070 is projected to be 90.9 years

Tabl4 | Damggraphic forecast

2019 2030 2040 2050 2060 2070  2019-2070

Population (thousand) 60,323 59,923 59,333 58,035 55,874 53,874 \a

Population growth rate -0.2 -0.1 -0.1 -0.3 -0.4 -0.3 L

g(;-age dependency ratio (pop 65+/ pop 20 38.9 48.0 61.4 66.5 655 656 =

?‘i‘;'age dependency ratio (pop 75+ / pop 20- 16.7 19.7 252 328 335 32.1 7>

Ageing of the aged (pop 80+ / pop 65+) 31.7 32.2 326 41.0 45.8 435 o i

Men - Life expectancy at birth 81.3 82.6 83.8 84.9 86.0 87.0 —

Women - Life expectancy at birth 85.7 86.9 88.0 89.0 90.0 90.9 /

Men - Life expectancy at 65 19.6 20.5 214 22.3 23.1 23.9 ,/°

Women - Life expectancy at 65 229 238 247 256 264 27.2 /

Men - Survivor rate at 65+ 90.0 91.5 926 93.6 94.4 95.1 e

Women - Survivor rate at 65+ 94.2 95.1 95.7 96.3 96.7 97.1 ; e/‘

Men - Survivor rate at 80+ 64.9 69.4 731 76.3 79.3 81.9 /

Women - Survivor rate 80+ 78.9 82.0 84.4 86.5 88.4 90.0 /°

Net migration (thousand) 134.7 2240 217.2 2143 2105 206.6 /H

ECO 5US'[‘RIA

The average | abour market exit age among men and wome
the next,adehravdEabbh®Whi l e in 2020, it amounted to 65.2
average exit age wil!/l already be 68.5 years by 2070.
for wo men, namely from 65.8 years ini 2620t ttoi o6n9al3
adjustmegasldeaygi ng the | abour amamkted dddr esest i rleenent s
l ongevity. I n fact, despite the increase in the avera

percentage of |life spent in retmeemand wemanns unchan
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Tabl® Italy: Exit ages and expected duration
2020 2030 2040 2050 2060 2070 2020 - 2070
Average labour market exit age (CSM) - Men 65.2 66.0 66.4 67.0 67.8 68.5 p .'___,,-—“
Duration of retirement - Men 19.6 19.7 206 206 205 21.2 ._/——"’.
Percentage of adult life spent in retirement - Men 29.3 291 298 296 292 296 — 8
Early/late exit - Men 20 1.7 29 23 23 3.2 .__/L/.
Average labour market exit age (CSM) - Women 65.8 66.9 676 68.2 68.8 693  gpe—m
Duration of retirement - Women 220 221 220 229 227 235 ’_‘__/——/
Percentage of adult life spent in retirement - . e~
e 1.5 31.1 30.7 313 30.9 314
Early/late exit - Women 3.2 1.4 24 15 1.6 24 '\/\_/ g
The labour market exit age as calculated based on Labour Force Survey data for the base year and estimated by the Cohort Simulation Mode/!
thereafter; ‘Duration of retirement’is calculated as the difference between the life expectancy at the average labour market exit age and that exit
age itself; The percentage of adult life spent in retirement’ is calculated as the ratio between the duration of retirement and the life expecitancy
minus 18 years; Early/late exit is the ratio between those who retire and are below the stalutory retirement age and those who retire at the
statutory retirement age or above.
- } o et i T . ECO AUSTRIA
The role of migration
Fi gwBrldemonstrates that mi gration plays an i mporta

popu

|l ation over the coMrtsheouaf ntihge antéd xotn,d e chaed epso.p ul @

20 and 64 years would be about one quarter |

have
infl

ower t

a younger age than the resident popul ati on,

uencedn btyo md gmwad h ol ower extent

Figddeltaly: Demographic forecas20&0)t h and
Main scenario: 20-64 == Main scenario: 65+ = = No migration: 20-64 = = No migration: 65+
30M ‘~.“"‘~~~~~
25M \\“‘---_N_
20M e e
15M B
10M
5M
0
2025 2030 2035 2040 2045 2050 2055 2060
FigB8ireeveal s that in the scenario without mi

and
year

64 would be al most as high as the part

2070.

wit hou
gratio
of the
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FigeRreltadge ®@Dépendencyb4d)atiim t(Bed +Mma&iOn scenari o and witho

Main scenario = = No migration
80 B 82
- - - -
.-
70 .
- -
- - 65
60 -
- -
- -
- -
50 -
e =

40 =
30
20
10

0
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AUSTRIA

INSTITUTE FOR
ECONOMIC RESEARCH

As visibileB2ebmrgel dependency ratio would also be cons
the cushioning effect of migration.

The Italiapsgpentdiacdnppsmédndavo®AYBased pensifomr scheme
t he ewodrikrieng pa9g uiniadéenloenme nt-agpd id abtiasnidamr d protecti on
organi sed fwiatmeiwh hfgled | i ¢ PAYIGt swyrsitwewar eapl pyeegenasnd

seéempl oyed ,parsongdi ng t oandneiinrdupsrtorfyePsasfisaoom § a¢ mplhoy ed

are either subpgersgi dam cac feemesnraanld at ory i nsurance in co
schenmehse gener al compul sory pension system (" Assicur a
is orgmywesgsedal professional @dtdh easl e isnyssutreammsc ea rsec hReANYeGs .

mo s t of them are organised by t heélinNsattiitountaol NSaozciioanla |l S
PrevidebBod, al.MdPS

Al 't hough substantial ef f ort svahravoeu sb esecnh enmaedse wiot hhiamr niohne
public pensionesybtoeine&@dltcadmhtei nues t o be characteri ze
profesandnalestegmahtiaahe opublic statutory2"i% ¢clkeemes pr o\
functi omalciotriddsng t e itehre cOERGDH i36d cctalt g bhne sneo dseclh e(me s

are based on a PAYG rmedarcejasnteasdnf wi $ hbei ng | inked to cont
throughout a .peTlse®nPwblciac dEedeslefenney st emegr ate the pr
1sttier mi ni murmntéhemahei ad i taaxced soci al axagiest ance me
avail abl e

Compl eme2tfamg ‘Bi pensi 6fiBrevidenza camel emeornvti adreedd )a s
voluntaryf,undeagi toaclcap atiimndchipwindu aln S B8khygmesd t hese
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compl ement ary formss, ofemplogeeés panei ocanut orhantei cal |y
compl ement ary occupatds.onBhi sppenakeon plchecaevefwittthd n t |
I'talian severance pay schem@il @&htr e @gmis e n Emepclhoaynea rs
contributions -paytbhehemeenanacaut omatciompl leynent angygf
occupational pension scheme.

3% ipension provision takes the form of voluntary
pl aNew forcmsnpdéfeméemtdavy dual ,pamssidomnpllaise i,nsuranc
were introduced in 2000. They are offered by insur
deductions and supervi s edundedhu g a teindsa alosmm dii thigo 1 ®
information from the Supervisory Commission COVIF
pensioneodo), 9.1 milledni htal atanlseasetr eorarool | ecti v
This corresponds t3®6.a2%owvfertalge watlki md popul ati on
2023) .

T 1sttier mi mé mslimmonnc ome provi deed ebByednesonsi al assi
progr ams. Three instrument are relevant: the A
benefit for peopl e over the retiisene-atpompage, t |
incr @aenefsmaltlo pansdi ahe APensione di cittaden:
pension pgeocplod deed, dependent on the duration

T 2"9tier standaride pswihgadt hengener ®lt a¢ cothjmlglgs or vy
insurance scheme AGO (AAssicuradihenepudéner apleer
system is divided intcecvaniroBhYeRiddrrasme Dnae. gn
publ i c sector empl oyees, private sector e mp |
shopkeeper s, far mer s, Isitbaet rugt oy Ipircof pessooDE. SV
constitutes the main and often the only retire)

1 2"t ipensioars be suppdyememmelde mentary occupation
pl ans unAdRrrevtildeenza compl ement ar ®c lmaBdardiecsti loy e
speakhagpatticipation is voluntary, however oc:¢

ol l ective agreements (@ar tciocnippaantyi oangriese meme 5 . t

rsons ofschemaefdGAOmMp ar@mmdteect i onr espleemelwuet! vy

cess conditions differ by the type of fund.
nsionoezi akgi) ar e t he result of coll ective
sociations and trade unions on a sectoral or

O 9 T 9 T O
w o®© O O

orpotanbdeti ohel dbh@adivalbmhdre system. These cl ose

mpl emented either as company pensionwifdueends by
pensionsétundp by the employersdéd association an
group of workers, or as t eprrroiftecsrsiialn afl urcdsy etr magte
of tfhe e autonomous pmTbei ncclessseidn sk salkyns ar e
compl ement ar ypemcd wmat ifamm open fundsThesFeondi [
ar e organi sed by banks, i nsurance companies,
management cdmpwniaese. open tpor odesasli ath@al nagmoug
participandmpl(ey gd ampaeddmlles)lo to individual vol un
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thedt3d erOpen pensoifbdber fobodd occupational pension pl
affiliation and personal p e nsTihoen sptlaatnes ewnictohu riangdeis
participation in suppl ementary e lsivemersystems
compl ementary pension funds still cover only a mi

is also due to a wedakBeperefrorFmanmacnec eo f2 0f2u3nd s2 1 5)

T I'n addictonotnr adcddu ad pen f umredxsi,sttimg prueds (AFondi p
preesistenti 0) are a third i 5t i boeciup@mali of@ak m f |
pensiTomesy. can be set up either as autonomous and
autonomous funds based, for examplTéh,é ooanh t he empl «
pr@&xi stinigs fandel ic of the transition process of
pensions from a defined ben®eAflilt ctoampa edneefnitnaerdy cpoenntsr
fwlls now operate on a DC basis, as thi®Bis the onl
plans are | imited to eowpiestaitngnf bredoorehdtoveenber i d

existed before the transition to the DC model

T The system of compl ementary occupaétnoaoabmemtensi on:
mechani sm foMfhempimegbdasni sm i s based on the Italiar
TFRAT(rattamento d). FThe ®appmatiod enrol ment of em
the TFR scheme t hceornepfoonoeentf be mg ompl ement ary occup
pension systiean.ddfther MéER i ndemnity that requires el

portion of the employeedbds salary, that is accumul
termi ondtitdhe empl oyment contract. As of 2007, empl
their annual TFR severance pay provision in a pen:
as a backup in the event of redundancy or as an

retimte.me

T Supplementary pensions afandlesdo i pdovidedl| apeaapbt
secal |l edn Pl &ni indi vi diinaleinep @Psieonidenizai e o mpl ement
adesione isadhemdilme eds individual voluntary ©pens
charac3t®renfindividual. fNew efdo preBiso tbendsapntdaVvi dual
pension plans based on |ife insurance contracts
of fered by insurance companies and are incentivis
with similar conditions asl nfduinvdieddu aolcsc ucpaant iaolnsaol ppaer

in themamtovened open funds (AFondi apertid) throu
El'igibility
Ol-dge pension requirements in 2020, for private and

mi ni mum of 20 yearQECD 2pdnitarliyb uits omlsso one of the s

c
r
f
r

ountries that |inks the retirement age with |ife exp
etire too early with too | ow pensions as well as prc
uture retnrkemaehy wpgkl ibe 71 years for generations el

anks among the higberagein6bhge®EEP, (anly surpassed b

and Denmar k.(QE@@D yah2 k)
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In 2020, early retirement is possible if contribut
mont hs for men and 41 years and ten months for wom

Fi rtsiter and second tier pensions by the public st af

Thetalian pension system doetsi @t mii miciinfnu epx@msstiiionge g
mi ni mum pension guaranteed within twhaes bsotlaitsuhteodr yf ogre
new entrant.Spaci &ffi la®Wcéed soci al assi st amce emeuaseur e
thmini mum imcmensito&Eonr ol der people aged 67 and o
in Italy for atméamstmeth® hygpasociaeéndfibtescmdn ca
fAssegnoisaocighmendbd. qual i fying ageafilpnstbedesrdamnme®i
with changes i nTklsiofca ad x mH d soatmngraew®efl f ar e. sufppiost not
tied to the paymdhnt af | owathrciebiutsi 6t @ax. exempt .

In addition to pension benefits, pengicdormers womnh hil
uppl emental tbei sorce as e fibMangegfiiotr az i ohhe @&macu ratl edf) . t |
oci al increase is staggered ackion dlrinega ritsas ttehde ag
itizenshiffensewhiecn ttdadi amanganior persons was int
019, subject to the wambBreesedencetchvaunadchbegacan
0 mehermsesting crifMesegagmnechdonedbhg 20@029De gsnodte a'l e" f or
singhdividual amouBvedanhoakERalG, Bd@3si s, di stribut e
ayments equivealpbent moop &@WURFdner s wi tam lexw rme meoind rhd
ocial , bepétitedvMatggi asarhéddélssegransgbrei md.e, Thi s
uppl ementary amount c2gprerr ereonit hyp ettevBUR N9 t he t o
,70annuDEEZD 2021h) .

T N O 0 un

o nw un T L

n Isttaalnyd,ar d m@dmidart opryoseot gani sed within the scope

syst€&€me PAYG mechamiemtliys shifting from a defined
contribution (DC) ftiyah ietrindml we Wweer ,| otnhge because t he
fully covers only those whdhPaAYGyget emoopbedabes$ owe
contribution rate of 33%.-tWitHi hstbhbseragdpbpgxt mat e
the remattrhiirgdst wvoo e borne by the employer. Upon r
determined by computing the cumuleat ibvwe tlhief ed comign acl
growth rate ( measaur enb vda sn ga afvieweage) , and a factor Kk
coeff NODCentul es follow actuari al principles, implyi
retirement age anedxpelkdrmnqey. i Thésée mechani sms con
sustainability and will only be fully effective wh
This transformation coefficient is shaped by fact
probabilities of | eaving a surviving spouse, and t |

would be received. Consequentl ypntimatkeéyeti esl doet
retiremena yaownuger tretirement age translates to a |

In the year 2020, the minimum income taken into aft
EUR 206 per week, representing 40% of the mini mum
earnings for benefit cal cul gteironyse awa su ncdeepp & ch ea th eBMJ
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adjustment to

recei v

100% of +Hla f'ecddodstndex f o

ed

amount s,

being

received, tr

pensions through i

iacn so.p polse di rt de xtahtoi Soe
in 2020 i s
r pensions up

structured a
to three tin

97% of tdHei feosprdekoherup to four times the mini.
77% of tdHei fe'ositndex for pensions up to five ti me:
52% of tdHei feositndex for pensions up to six times
47% of toaflei fe'ositndex for pensions up to eight tima
45% of tdaHei fe'ositndex for pensions up to nine time:
40% of toaflei fe'ositndex for pensions exceeding nine |
essence, the notional accounts system ensures a ce
efits, taking into account wvarious contributing fa
of retirement, and indexing principles.
contributory public pension is taxable. As of 20:¢
es based on their income | evel s:

23% for pension ncome up to EUR 15,000

27% for pension ncome between EUR 15,001 and EUR
38% for pension ncome between EUR 28,001 and EUR
41% for pension ncome between EUR 55,001 and EUR
43% for pension ncome exceeding EUR 75,000

abl vy, pensions falling below EUR 8,125 annually a
espective of the ag@entorfi lt bhtei e smade rtecitphenpubl ic
entirely deductible from the individual's i ncome
mentlitomleyd,i s one of the nine OECD countries | inki-t
e eXxXpOECBN2@RAB3df. 2023, the stat uRoorr yc urrerte mte meankt o uarg

ket entranssantrtéedd nemeast pagé¢eeaeld 70 I

ess to early

statutory

reti

rement

wedrys in

age is not bin

retirement2,02@8f,teéen awiyt foxdte nal eple realrtl y. r
ch were spppeség RO62ex

d eedc osrmach d tthiierrd

Fundedccupalpieamsi ons

schemess the statutory

the system of complementary
ad adesione colletivaodo).
protespdcinfiandusndidemdser i n

ar e ava

il abl e

Compl ement ary

to empl

occupational

oyees of t h

p e.n sTi hoens ei npseurr sainocne sscyhsetneens ar e of

or coll ecti:

o@agepational

acieosopdasdioni bnsds, ofte

referrednt o apednsalod (fFommensi one Jnaergeo ztihael iresul t of col |

bar

gabet wgen employersbd

Contractual funds
firm or economic sector

a

awsrsioddrhse ty i i ampd eammedn tterda deei t her a

re ateothaelltededtltbsedveumdmbBedsbip criteria:
was established can joi
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singlempapneygnsi onormgndsndvi sijgegrysi on funds set up by t
associand omhe trade unions f or (@an cslpuedcienfrgp t® gglefb up
wor Keedri famidgltimtperof essovanbge ofn tthha wefeo mnemous

provirnecpersesent a thirdClfomged offurcd © sealn fluemdfsi nanced
and emplByy eoonfbp@msdnsi onfFfommds pensd oaee apbeankisp, by

i nsurance compani es oranidn vaessstenie nnta ncaognepneemite sc o mp an i
grosog participaampl ¢.y eTdb)an hoef feeerl flbeodtdiuweat i onal pens
pl ans and personwailthmeinsdioni dlagla s afl feislsi aotfi otnhe avai
di fferentocfcaurpmadf iuofi@&ld pensi,dhhectcihambder of empl oye
enrolled in private penlsiimniftOE@CDd202&mains rel ative

Starti 2907rommphogeseeswhet htelraintrmoualnvee®ber gpmroe/i si on
(ffrrattamento dig THRIRNeniapapmapgwosabn plan or to kee|]
compahlye TFR i s aemanmdaatperaypaywlail ¢h empl oyers in It
contribute on behalfheoftuthent emptoyéesi on rate i
The funds that are invested undergo a process of ¢
a fixed rate of 1.5 %, along with a variable compo
increase in the consumer price index.

I'n the year f20n@ mf fund®Pdepéedsehen pbmpsementare
i ndi vlildaisad d& nodn vciodnutarif®c asi (i peinsii dafd JPtwerne 1 ntroduc:
They areby fifresssrerdance compani @&y dmk area uicnd emtsi wawingde «
wi th simil asg oanpr ceinteicccraspyat i onal paAnsishi schémasi s r
t he i ndividual pl amapr bkt wegnmu aRd Aitciaea ht B ocodfnttr act s
("gestioneasdp-ainapedlulchtes ppir ofii ts policies guarant
rate ofArroautnwlo ngchfi rassets undernem@inR ge onetmitcd autadse

profit guarantee (BetterdFnhedcpo2028es228) noThd a
According to data from the Supervisory Authority

both types of indivikbiusal sphbewnlsdoal poobdecseen agai n:¢
the generally disappointing devel opment of the 1Ita
Currehtl gompl ementary pemsiao®DCf brads soparsattdedis is |

type of pebBsipdmnpsl aanr.e restriexeéedfiodalcdoerrdifnugnl dys (tf
entire pension system is being converted from a d
(DC) siyasltsean i n view of phdlécéaensgmdiednot ef amh&NDC sys

Public expenditure

Together with Greece, ltaly spends the |l argest pro
among OECD countries. Bet weensi2®@m O0s menrdd i2r02 Oh gsu bil n
roughly 2.5 percentage points, namely from 13.5 pe

The OECD average rose from around 6.5 per cent of
Public pension expenditure is anticipated to expe
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decades, as ching®Bm®e seenrdinng to the projections put
Commi ssi on, spending on pensions is set to reach its
period, expenditures are projected to account for nee
of the increase in expenditure is demographic change.
After 2040 cuts in benefits for future retirees at | e
and valorisation of benefit formulae, together with

first claim pensi ogm obamrhe fiint sp,u bwiilcl (prEc@dBu @2 @ x pendi t ur

FigadBeltaly: Forecast of public expenditure on pens

17.5
17.0
16.5
16.0
15.5
15.0
14.5

14.0

13.6
2020 2025 2030 2035 2040 2045 2050 2055 2060 2065 2070
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SEARCH

ltaly stands out among the OECD nations as a place wh
favourabbme conditions. In terms of relative proport.i
above is approximately wequivalent t o, i f not slight
popul ati on.

As in many other OECD <countries, average income ten
Li kewi se, women in retirement are at ogreat-er risk of
related pension income and | onger |ife expectancy.

The gross replacement rate, which -rseitginriefmeenst peeanrsniionng si
surpasses the OECD average notably, registering at 74

year 2020.

Mor eover, the gross pension wealth, measured as a mul
surpasses the OECD average as wel/l. Specifically, it
earnings for men and an i mpressi wmeg slwWoaRe@EGDEs t he ave
2021)

Forecast of public expenditure
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The breakdown of pension expenses as a portion of
i Fi gBde unsurprisingly illustrates that the ongoi nf¢
in |life expectancy witl&Dmoe¢ aatbil matiimpmassti ppeamsnegat.i
effect, quantified through the depPermdercy emdtaige, pa
over the entire projection period. Notably, it i s
coincides with the retirement phase of the baby b
experiences its most pronounced increase.
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g aheatder m hvei albdopdegntsyi oof sty kB é em, chall enged b
aphic trends, i s anticipated to remain i nt
ed by prior pension refor ms. Thi s resilienct
es stemming drry measwernds tiemmploeament ed bet ween

ticular, the anticipated evolution of the b
n expenses as a proportion of GDP, demonstr a

This is primarily atmnhriobuttehde tNdDCt hsec hgmaed w
ng of pensions to price inflation. Similarly

ted to bring down pension expenses as a pe
tage points bet wWeiesrn rRé&ddw®ctandn 20s70due to th
ements and their alignment with shifts in |i

, the impact resulting from an empl oyment r a
by téatei deh@ytedaga)

st of replacement rates

crease in the benefiTabl@tri onarhdty camr mse folmane
s. Alongside the adjustment of pensions sol e
gradual transition from the DB system to th
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by the regul ar update of transformation coefficients
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