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Abstract

A Study on the sustainable contribution level
of National Pension Scheme

Facing the challenge of aging population due to increasing life
expectancy and low fertility, it is expected that pension cost of
National Pension Scheme(NPS) will greatly increase threatening
financial sustainability of the scheme. In order to improve the
financial sustainability in the long term, NPS plans to conduct
actuarial valuation in 2013. This study evaluates the financial
status of NPS and suggests reform direction including appropriate
contribution level with possible increase of contribution rate.

For this purpose, the study conducts long-term financial
projection of NPS based on 2011 Population Projection by
Statistics Korea. The study also examines contribution level of
public pension in other countries along with their pension
expenditure and pension fund compared to GDP.

In consideration of inter-generational solidarity, the study adopts
the deterministic overlapping generations model to analyze the
impact of policy options of NPS on the economy and on the

intragenerational and intergenerational well-being. Also, the study



conducts generational accounting of NPS in terms of tax and

government finance.
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79.6%
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2010 | 44,763 | 21,275 | 23,488 8,834 35,929 | 319,380 | 319,380 | 37.1 | 0.8% 3.6%
2020 92,928 | 41,893 | 51,036 | 27,563 65,365 | 831,421 | 646,352 | 28.1 | 1.3% 5.8%
2030 | 142,629 | 66,521 | 76,108 | 73,980 68,649 |1,481,476| 944,802 | 19.2 | 2.2% 9.9%
2040 | 185,597 | 95,882 | 89,716 | 168,361 17,236 1,921,694 1,005,377 | 11.4 | 3.4% | 15.7%
2042 | 188,532 | 102,071 | 86,461 | 195,317 | -6,785 |1,918,430| 964,695 | 9.9 | 3.7% | 17.1%
2050 | 202,836 | 135,606 | 67,230 | 312,100 | -109,263 |1,438,839| 617,526 | 5.0 | 4.6% | 20.6%
2058 | 163,572 | 163,572 0 452,822 | -289,250 | -191,536 | -70,160 02 | 53% | 24.8%
2060 | 171,724 | 171,724 0 492,824 | -321,100 - - - 5.5% | 25.7%
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2070 | 228,411 | 228,411 0 689,559 | -461,148 - - - 5.9% | 27.0%
2080 | 301,789 | 301,789 0 907,413 | -605,624 - - - 5.9% | 26.9%
2090 | 388,665 | 388,665 0 1,218,116 -829,451 - - - 6.1% | 28.0%
2100 | 504,568 | 504,568 0 1,917,068 -1,412,500 - - - 73% | 34.0%
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2010 | 44,763 | 21,275 |23,488| 8,834 35,929 | 319,380 | 319,380 | 37.1 |[0.8% | 3.6%
2020 | 92,797 | 41,901 |50,895| 28,153 64,644 | 828,863 | 644,363 | 275 | 1.3% | 59%

2030 | 141,389 | 66,542 | 74,847 | 76,806 64,583 |1,455,438| 928,197 | 182 | 22% | 10.3%
2040 | 181,463 | 95,959 | 85,504 | 174,704 6,759 ]1,826,574| 955,612 | 10.5 | 3.5% | 16.3%
2041 | 181,003 | 99,001 |82,002| 188,771 -7,768 |1,818,806| 932,891 | 9.7 |3.7% | 17.1%
2050 | 190,803 | 135,790 |55,013 | 328,585 | -137,782 |1,152,788| 494,757 | 3.9 |4.9% | 21.7%
2056 | 156,242 | 156,242 0 438,548 | -282,306 | -153,277 | -58,414 | 03 |55% | 252%
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2060 | 172,114 | 172,114 | 0 | 530,731 | -358,617 - - - |59% | 27.6%
2070 | 229,104 | 229,104 | 0 | 783,056 | -553,952 - - -1 67% | 30.6%
2080 | 302,866 | 302,866 | 0 | 1,117,836 | -814,971 - . - 73% | 33.1%
2090 {390,195 | 390,195 | 0 | 1,662,179 |-1,271,984| - - - [83% | 38.1%
2100 | 506,685 | 506,685 | 0 |3,041,334 |-2,534,649| - - - 17| 53.8%
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2010 | 44,763 | 21,275 |23,488| 8,834 35,929 | 319,380 | 319,380 | 37.1 | 0.8% | 3.6%
2020 | 92,928 | 41,893 |51,036| 27,563 65,365 | 831,421 | 646,352 | 28.1 | 1.3% | 5.8%
2030 | 142,646 | 66,537 |76,109| 73,980 68,0606 |1,481,498| 944,816 | 192 | 22% | 9.9%
2040 | 188,102 | 98,063 |90,039| 168,362 19,741 [1,929,858(1,009,648| 11.4 | 3.4% | 15.4%
2042 | 192,775 | 105,704 | 87,071 | 195,319 -2,544  (1,934,120| 972,585 | 10.0 | 3.7% | 16.5%
2050 | 221,699 | 150,086 | 71,613 | 312,114 | -90,415 |1,545,808| 663,435 | 5.3 | 4.6% | 18.6%
2059 | 199,429 | 199,429 0 473,966 | -274,537 | -140,383 | -50,415 03 | 54% | 21.3%

2060 | 205,899 | 205,899 0 492,908 | -287,009 - - - 5.5% | 21.5%
2070 | 297,224 | 297,224 0 690,100 | -392,876 - - - 5.9% | 20.8%
2080 | 427,928 | 427,928 0 948,349 | -520,421 - - - 6.2% | 19.8%
2090 | 591,792 | 591,792 0 1,383,151 -791,359 - - - 6.9% | 20.9%
2100 | 836,331 | 836,331 0 2,246,253 |-1,409,922 - - - 8.6% | 24.0%
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2010 | 44,763 | 21,275 |23,488| 8,834 35,929 | 319,380 | 319,380 | 37.1 | 0.8% | 3.6%
2020 | 92,797 | 41,901 |50,895| 28,153 64,644 828,863 | 644,363 | 27.5 | 1.3% | 59%
2030 | 141,406 | 66,558 | 74,848 | 76,806 64,600 |1,455,460| 928,211 | 182 | 2.2% | 10.3%
2040 | 183,972 | 98,144 | 85,828 | 174,705 9,267 1,834,751] 959,800 | 10.5 | 3.5% | 15.9%
2041 | 184,294 | 101,852 | 82,443 | 188,772 -4,477 |1,830,273| 938,772 | 9.8 | 3.7% | 16.6%
2050 | 209,695 | 150,292 | 59,403 | 328,599 | -118,904 |1,259,928| 540,740 | 4.2 | 4.9% | 19.6%
2057 | 187,594 | 187,594 | 0 | 460,576 | -272,981 |-147,627 | -55,158 | 0.3 | 5.6% | 22.0%
2060 | 206,364 | 206,364 0 530,815 | -324,451 - - - 5.9% | 23.1%
2070 | 298,165 | 298,165 | 0 | 783,603 | -485438 - - - 67% | 235%
2080 | 429,548 | 429,548 0 |1,160,932] -731,385 - - - 7.6% | 24.2%
2090 | 594,131 | 594,131 0 |1,847,168] -1,253,036 - - - 9.2% | 27.8%
2100 | 840,085 | 840,085 0 |3,452,285| -2,612,200 - - - 13.2%| 36.8%
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2010 19,117 2,094 11.0%
2020 18,885 3,504 18.6%
2030 16,901 6,023 35.6%
2040 14,690 8,917 60.7%
2050 13,088 10,734 82.0%
2060 11,258 10,899 96.8%
2070 10,409 10,244 98.4%
2080 9,546 9,410 98.6%
2090 8,571 8,571 100.0%
2100 7,805 7,472 95.7%
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2010 | 5364 1,234 23.0% 1,400 26.1%
2020 | 8,100 3,407 42.1% 3,976 49.1%
2030 | 12,552 6,811 54.3% 8,038 64.0%
2040 | 16,377 10,721 65.5% 12,715 77.6%
2050 | 18,104 13,262 73.3% 15,868 87.7%
2060 | 17,934 13,471 75.1% 16,201 90.3%
2070 | 16,623 12,757 76.7% 15,361 92.4%
2080 | 14,778 11,521 78.0% 13,981 94.6%
2090 | 13,474 10,616 78.8% 12,888 95.7%
2100 | 12,554 9,583 76.3% 11,568 92.2%
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2010 | 44,763 | 21275 |23488| 8,834 | 35920 | 319,380 | 319380 | 37.1 | 0.8% | 3.6%
2020 | 91,838 | 41,552 |50,286| 28,102 | 63,736 | 818,870 | 636,594 | 27.2 | 1.3% | 6.0%
2030 | 143,711 | 69417 |74295| 79,362 | 64,349 [1,440,177| 918464 | 17.5 | 2.3% | 102%
2040 | 190,170 | 102,364 | 87,807 | 173,590 | 16,580 |1,845,885| 965,715 | 10.6 | 3.5% | 152%
2042 | 193,644 | 108,545 | 85,099 | 198,609 | -4.965 |1,845,014| 927,778 | 9.4 |3.8% | 164%
2050 | 209,723 | 138,641 | 71,082 | 294,568 | -84,845 |1,460,405| 626,781 | 53 | 4.4% | 19.0%
2059 | 189,761 | 181,885 | 7,876 | 444,528 | -254,767 | -83,645 | -30,039 | 04 |5.1% | 21.9%
2060 | 187,329 | 187,320 | 0 | 463343 | -276,015 5.2% | 222%
2070 | 268,661 | 268,661 | 0 | 674,159 | -405,498 5.7% | 22.5%
2080 | 382,582 | 382,582 | 0 | 979,073 | -596,491 64% | 22.9%
2090 | 535410 | 535410 | 0 |1,538,424|-1,003,015 7.7% | 25.7%
2100 | 758,020 | 758,020 | 0 |2,820,819(-2,062,799 10.8% | 333%
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- =2 7]l &S Fsle e v, 3=(9%), ZIUTH9.9%), it
(12.4%)2 vl @ 7|oes Fasta vk ey 1 9 oiF
o] I7h= 20% W2l 71odeS Fakekal 91aL, OECD 3471 3jd=E
o] it 71918 19.6% = LERITE

(& 31) 7|0 ¥ GDP Cjd| 7]|0iz

(91 %)

251 7|0{£(2009H) GDP CHH| 7]|0i2H|2
E|ols T|EX} ARBF (20081)

S Egle} 22.8 10.3 12.6 8.0
7] o] 16.4 7.5 8.9 4.7
Tkt 9.9 5.0 5.0 2.8
A= 21.6 45 17.1 9.1
ZEs 16.7 6.8 9.9 n.a.
=9 19.9 10.0 10.0 6.6
EDEN 20.0 6.7 13.3 7.9
71z 33.5 9.5 24.0 6.8
olekg]o} 32.7 9.2 23.8 8.6
yga= 17.9 17.9 0.0 n.a.
ES | 28.3 47 23.6 9.0
29dl 18.9 7.0 11.9 6.4
ik 12.4 6.2 6.2 4.6
Sk 15.4 7.7 7.7 5.8
St 9.0 45 45 25

2&: OECD. 2012.
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(E 3-2) GDP ] 3X¢ig X[ (2007')

(+): %)
GOPCH| XS] GOP o]
7t 2RoIaxS 2HoIRS 5lojz
9 ~Eglo} 12.3 253 8.0
W7o 8.9 18.3 4.7
et 4.2 10.6 2.8
g 8.3 17.5 9.1
ZagA 12.5 23.9
=9 10.7 24.5 6.6
agx 11.9 26.3 7.9
olggjo} 14.1 29.4 8.6
Cliekas=t 4.7 10.4
294l 7.2 14.1 6.4
o= 54 12.0
w)= 6.0 16.3 4.6
gJu 8.8 27.0 5.8
e 1.7 5.7 2.5

2&: OECD. 2012.
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(E 3-3) GDP CHH| =27|2 (20094)

(91: %)

=7} GDPCHH| AT |2 GDP CHH| SXA=z7|5
S Ego} 49 e

1w 7]9] 3.3 5.0

Tkt 62.9 8.5

B 76.8 il 7Ny

=z 0.8 43

o) 52 Gilkearaey

i 0.0 NIl
o|alo} 4.1 Rlicads=
El=Ciast 129.8 e

e 74 27.2

S 73.0 3.8

= 67.6 17.9

B 252 23.2

3= 22 26.1

A&: OECD. 2012.
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fEIRE
dA#d=o] FAAGA == 72T (National pension)d} A5H]#|A
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o} 180 7|oE AldE 22
712959 A5 A £ HAAR] AR oM Aa5EF A Ax
2 Hgksle] 654 ol =91 EEo] 1990 Z 90%cilA 2011
50%% FAEATE B3 712AE Fade] A5REAEH AAlE] 7]
e A FEAhs vl B A%tk 2011'dFEE HARAASA
(Guarantee pension)E E=3l] A5l tigh AL-S 78It
Q 2 32.03%°|H, <&
A7} 4.65%, 18T 21.13%, TAY 6.25%= TdE0] QlTh16)

A=) 2005 PF] F FHAT PEE

Ll =2¢o]

w290l FAAFEE A A IRIeE g sl TIERds
(Basic  pension)¥ EAE  Uger S ASHEASF
(Employment-based  supplementary pension)S2  ©|Ig}¥] 3] o}
2011 AN e® 7|2ASAETt ARE Lt Aas5s A
3t HAEZAE(Guarantee Pension)?] =UFATE 20061 HEH = &
22}e] EZAF (Occupational pension) 71 2JF-slelar UTh
r29ols 7 g 7]olEo] FEE] Al fal ZEARE 18
7 @Rk AR RS B3l 71xAwd ASHEAE Alde 29
th & 2 U] dF BHELS 200513 28.7%°]H, Z2A} 5.77%, 1%
T 847%, =AY 6.84%, HAAT 7.62%°] BlER FHEskaL 9l

k1)

tlo

16) 74715°*]= Ismo Risku®] Pension costs in the Nordic countries (35 5) 5%
2005 7IEolt o F AH=E AFAE ApHd] W 7|xAE S49 HARAAATAE
EYHe® e, g maAld FEEd AR 2 WPt gle Aew didd.

17) =2g0] A4 2011d A7ig e 7|xdge] AXgd] w2t gHA5e] o BHE
o] 723 Zlew o



29dle] FAAFAEE &5HHAE (Eamning-related pension)@}
HABAAF (Guarantee pension)Z TAAECE FAEAATE nE =
HE tdeR sht ASHEdede] s dastn 9% =9
ol W= ASHEdE FEAlldle HAEAAT] AFER] @
ot FEAE Yol 2gde BE Z2ARIAl HAHHAF (Occupational
pension) 7}4& olFglslaL Slevl, dETEARR] 90% el HH
woll 7dall et

20054 e FEES ATEA Z2APT 6.92%, 8T 17.92%,
AEALo] 3.01%, HAAFC] 6.11%Z FUFUH] AZFEE

33.96%°1 °]Ect

T E]

diujze] AgA| e FAAF2 WA (National pension)d}
2AZ fgeR she ATP, 8RN AFgHe Z)=3d
(Early retirement pension), F-t1s (Part-time pension), ¥2<1
(Occupational pension)C.& ©|Fo]z{Qlth

aHlAdFe] BE NS H8deR dhe v ATP= 2245 o
oz grloiiror 29Em, ATPY] HI8E 45| ofd 27
7131l d2tele] AFgEt)

datiH] A FHES ATEY 20059 7EoR ZEAE dee
1.05%, I8FE 049%, TIALE 17.34%, HHAT 719e0]
10.79% 2 FUF<] 28.67%5 AaHlEoR Faea Slck
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o. =71E H=S5EE Hluw

27 elol Z74Ee] e FEES Husl] BY Adso] 34A
= 80| 32.03%% 7P Zow, dula HAE 17.88%%} Blws}
H 14.15%pte] 2el& Holx gtk a2y A 7|dES I
BT =7F 3F A7t ShEe ] ok 3AAE BRdEs &

3 Z HIEe ~ddlo] 33.96%% 7P a1, AT=T} 32.76%, =2

glo] 28.7%, dnl= 28.67%= YER}aL itk

& 3-4) AZit|udlol =7I=9| 50 | HE FEE (20055

(H: %)

=2t HElE Hioj= T=9o] A9

ERakii] 32.03 17.88 21.08 27.85

<24} 4.65 1.05 5.77 6.92

8 21.13 0.49 8.47 17.92

kA 6.25 16.34 6.84 3.01
B2

(Labour market 0.73 10.79 7.62 6.11
pensions)

T FEE 32.76 28.67 28.70 33.96

A&: Vidlund and Bach-Othman (2008).
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A Ao ¥R Aoz BEEn 9] el
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WAALEe] whie Qls) A7le] vlekale Weko e Aide] ol
7] golrhe Ao, hilol 2awe A g AN 8- Haslel)
slall AFELPIEl A E =T

OECD #9% % Sl7aasp} 71 e e n gl Selu
2 o, AT WA AV TR SHoR A 1A
Pole] ApgRPel the] Sl ABekgsl 4 =9 oy

2. FQ30| XISOMN3} K|

7t Aqdief xiSerg=t Hx

715°] AREA| e AelA, AF7IdAk 7iAR1e] BEE el Bl
& 4ot 2Fd9s 7142 7iR1e] WEAPY(Notional Account)
o ALA e Aem A AH7]ge] S| ot BEAQl ARt
TAR Fol7t e om AgEd Friet del 2Fg7|of
o= A vt AgELFY a%lel| tigk SAIZE 7hssiAl =AUk
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n Gn
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Ci s Al HJelskeE T1eds
1j : 71odgel tiEl j Aol FodEE oAk
k p AeAEde] Ziid=
Gn : BN M ] Ht 71w

oI5} g, 2ARle] BRI IAEE Fol ABEYPA 25
=g

“Hincome index)S ARSSlaL 1o, &H]E(balance ratio) =

3 22kg H3E S48l AXE vldEsl 9k

DEAS) =
u(t—1)  CPI(t—4) 3  CPIt—1) e
(u(t_4)>< CP](t—l))/ X CP[(t_Q)XkX_J_—Iﬁ]T(t ].)
_ Y@
u(t)—T
t: tde

CPL(t) : td% 649 7l SHIAETRAIF
k :u(t-2)9 u(t-3) 9 Al s E o3F A
Y(1) : tA5% 16~644] 71994 A5FNATHAR
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FA7E - w - 0016

O @Y = AihAZHFA)
- AR = AEFEE U x AN + HHIF
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Lt S¥o| XISeHy=t x|

21417178 AR o]% =ho] FAAT iYL AEAt - gskEe
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AeAER TANTE AS AT 2001d0l= AE
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Altig et al.(2001) & AR BPES] /M AleRS Wiodsia Rlds
< =303 2olt). ol& B9 F-RS Wil JPIHAE WS &
ZalHom Altig et al.(2001)S WP 71=XHE Hidela A5AS
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80 80
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AF7PZE I £ AFE ARLSAY Z2A5AE WX &
A1 2HA 7 SRR gt ARk

AlE AlH]FE 200592 Ve R SRASA 21.2%, AR
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=
|t <= GDPE A=t o7l w5AE BulE 1-BE 3530

sl

A
oM 9 2] f2 oRfl ®F Zo] AHsiiith TexlEs,
717F W ZH]e} oJ7te] A de] ghe Miles(1999)9F Y3ttt o
7o) &8 BlE o 2.1E Miles(1999)049] 2.35 Hr} wEx|qt
Altig et al.(2001)8] 1.0 Brh= & $xo]r}
A2 Ballg Bo] 3He 0.27= Miles(1999)H} Altig et al.(2001)%.c}
£ Eou}d AY(1998)2] 0338 Stk AR Aol Ut e
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EeAS e H8AESE S ANIAS(SUEAAR A g A}
 arihoR rolE gloloh Adarte] A5L ZEASE X}
3l ou® g WAl wEAs HHles YA 9t 20054
EEAE S-S 60.4%2 JERdTKTe=re] ASR]E,,2006). ©]
A7F Fa 9 Ads ARl AEAS HillE Be 0.27= A%s)
Ak 71EXHES 3] 9)(2007) 7R 52 Faslel 20054
3%014 21009 1%= PR Aoz sk

& 42 F2 299 23

; Altig et al Miles HAE
A 7|5 ME{7} :
=T = | 25 (2001) (1999) (1998)
AH|-047}
et e 0.90 0.80 0.80 0.83
71t 0.50 0.25 0.75 0.25
reey | 7 ' ' ' '
0{7}2|
2.10 1.00 2.35 1.75%
KER| @
Alzmise P 0.01 0.004 0.015 0.011
J|1etieE g 0.03-0.01 0.01 0.02 0.03
PYEETES & 0.27 0.25 0.25 0.33

* 214 AldiE 175019 UeiA] Aldls dArdE st ded A A%

wgro] Aol gl A 200539 A A@71F iE] GDP2J
&7 oz Frolth 200519 7/ GDP= 810.523Y, A7 &
H71F-L 155.5%40190th 744 GDPollA] AREARE 13.8%S A8}
H 699.48%ot) ol AF AH7IFY <F 4580tk 2] Rl
] 20191 A= et ole 9

2
Anr7le FARIER AREA] a4

=)



A oAEE oz HEe] FRVE TiFsle] ofd & gkE 17t &St
. 9 9] 200539 Zaal(1019)2] oJAFEC] 4.95%0°]aL 23 <1l
e HF 636%cH AoAESY duiE: FEle 10.95%°]ck
200539] QlZgoldgo] oF 2.8%PomE A oA 2.2%-8.8%
Alolel] fIxIgh} Bollr] A oz 6% FHECE UERITL

o

Ch. Qg 7k

A0l HISHE o g Aokl wet dAVdEelde] Rids
&7 &9 o] A Eea T8 AN e A deith
EAAS Aol wiEm $ejulale] o AelA 204 o Q1T S
604 o] Q1] H|Fe TR (& 4-3) T} T Fo|E Holt)

(E 4-3) 20M| O]& 217t = 60Al+ 217t9| HIF

20M|-594| B60M|+
2005 0.824 0.176
2010 0.799 0.201
2020 0.720 0.280
2030 0.617 0.383
2040 0.532 0.468
2050 0.485 0.515

A P QAL B4, 2006.11

B UNS) Q7 e G0 ol SR e g
3} e Folg Bl o)A & 5 giFe] 20s01e] W el
oV3e] AF7L A QAT MU%E A el felt v

Tt 30% ThSlE ARk $elvtet BARe) Age] W S

Yale] w30l vl 2030 9388 2Ysla 20500 AE-L

=6 x]

_
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=
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Hob
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T

dohs 2o Hof Stk

a&“'

(E 4-4) 60M| O|AF c2Holq1o| HIg

2005 2030 2040 2050

512 13.1 324 40.2 45.0
g 26.4 377 424 44.0
=E 212 28.1 29.1 30.1
Z2A 20.8 29.3 31.0 31.8
e 16.6 24.8 25.6 26.8

AkZ: - World Population Prospects, United Nations, 2006
- 35 Ase $A%2006)014 18-

B A7 Q7 disixl BARC] 2006 Q1A PR 8t
32050 ©]F+= 210087H1E 2008 AALAIES flE A%t
APAE ARSSISHE 2100 o]F= el WIge] 25 e Y
Ol-(stationary population)= 7Fgalich 22} o]EA 3PA 21001
of o] FANZE ARAXHA] erobr] 2070EFE 210097 = RS
dol= 2gsiitt
2 ASHEY, HYE QIRXZRMO| £
Auerbach and Kotlikoff(A-K, 1987, p.52)+ Welch(1979)2] 2]
Aol ofgt A OWZPEM*" AHESIIE. WM9E(1997), D

- FFE2(2001)= &5 12@1 2of| oJ3)] Z=-Itta KHolx] Welch]
Tl weh ] Fu du AREEC] ffel] thE4aA),
= ZZo] 37) (L AEADY, i ANEDNL =g}
1 Mgl

2 A= Altig et al(2001), Kotlikoff et al(2007) &2 #o]

™

B oA

o



Fullerton and Rogers(1993)2] HHell oJalo] AEASE, Axd <l
AR S Fgee] ARgRIth ol i%?ﬂ%é skt At

2g 9A) A1 Bl ofste] Wistn 2w Akke (4 Ag
z %‘%i‘io A
A el AF2Se] vk gl AEARRH Fer Aol2 B A

°|7] Uﬂw@]E‘r ol e 4 AAle vt 2ok

@ dddlole 25 E 17§35 (cross-section fixed effect)ol] <]
slo] vhat 22 BEE FEIT g, g, 2B edu, T i
AQle) A B} A4S 0, Teln weISE 29
ERATE fem, ©F white, = 212t o133 AFE Uel= yr¥is
ol

ln(ym): a;+ oy g, + azgit—i— a3git+ B, it ><edu7-“t+ By it Xwhite;

+ 5 9.t X fem,+, git ><edum + 729?7;& X white, + ’yggzt X fem,

(18)
@ 919 399 Y Ey} mgoare] A A Aol YFAES
FEAT ol¥A 7 BYe mF 4 ddse Auies
2 ZAEo] gloma AR Ao olFAEe] ke folsl) th

LollX AofE 20-8041 231 o Eelgo|t)24)

. Yit
Yi_/:2o (14r)—2 ()

24) Fullerton and Rogers(1993, p. 103)01]‘“ AR <Ade (’\—)_EO}F_ Az 7HEAIRE
4000/t F3ck a2 ol A5AIFC] ERdle e oe



Mad SUUHS IO Mo, MicHzh SdHst 24 -

® SloI 398 A Al ABASCR ISS AAZEE B
ST A5 QdnRe tew) 2e OLS HFioR
el

at

In(y,)= &+&og,+ &g, +&g, (0)
3) AEAIEE AH-AHAEe] 4
dlolEE 20081 d%=0] HiE (=) =Fald 933 242006 %)E

¥l 1999WdFE] 20061 3714]2] §/hAES] AwE ARESISITE)
o] Hloltl= 71402 E%(unbalanced) Hdo|th ARESH WHAT=

=
ro,
o
2
&
)
S
S
x
L
k1
i3
rE
N
)
0o
ol
<
S
[0)e]
&
re
ol
=
ag
8,
oX,
EJE,
ol
2
=]

Bije] BRATY PSS AR 0, B e B2 A7 )

o} 2 T 1% 9 (cross-section fixed effect), ThH &
E &7 (cross-section random effect) 3|HEFS AMgsle] FH3IATh
oelA i ALt AN oy, o BRI

25) 7128A B0 elal 14 A Qlaase] sl Yelx] TRk lele] sk
Aoz e,



ln(yiyt)z a; —l—algi’t—i— aggit-i- a3git+ B, it Xedui7t+ﬁ2 git Xedui!t +
Y19 X femy+ VQQit X fem,

21)

o 39 w49] ke AFES] feld, R, DW.BAIRCR &
] v EIKfixed effect) F&o] $43 AR AEW Hausman
A% A= 3y aARYPS Aol ARske Aom Vet the
o] oM e 8,011 7H1ES] g RI o, 9 el 4zl %
= AT AT o 89 N 8 38 3 Tl T

K3

3he}.26)

R

E 45 sl 249 Zn

Fixed effect model Random effect model
AL &t AE o
C 2.5015 16.4 2.6985 24.9
g 0.1746 12.9 0.1366 15.7
gZ -0.0031 9.4 -0.0024 -11.7
93 1.10E-05 4.7 1.02E-05 6.3
g X edu -0.0014 7.9 0.0004 3.1
¢ Xedu | 410E-05 9.2 1.51E-05 6.0
gXfem -0.0223 32 -0.0169 -19.1
92 X fem 0.0002 2.6 0.0001 6.1
adj, R? 0.850 0.678
D-W stat 1.830 1.320
Hausman test Chi-sq statistic=418.75 (d.f.=7), prob=0.0000

26) dlole9] Ael= SPSS, siE3]#EA-2 Eview 6.00 &JiSict:
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FAol] A w=Eaid FE 8,011 7101 FoA HlolH IAR AN
E AR WA 7,679 QIS el 389 =l osie] 204
oA 804l 7RA1e] 7HFA A Aol deaSS AFdsisien o wf &
A&L 2%E AMRKITL o8 LEAkeo® AHHsle] A5ASS SN
2 FEsIlth j=10] #HY 20%°1H j=5= Hst 20%°Ick o|ZA F
3t 57 AEAIS Sohe MY BEe] i) Fugke v 9}
2o AA HE w8dsE 125908 aZold Ao Holdss

WHEAGTTE AL e aFA F AelE HoAle etk Uele

(£151: WHee: o BT} 20064 ut Wl ol A)
SEAS| 1AE | 2A5 | 3AS | 4A5 | 5AB A

Ho| o |HZ| o (B | o [BF| o |Hf| o |HA| o

WeAS | 14.0| 33 [12.8] 33 [ 124 33 [11.6(29|11.4| 3.0 | 125 33
250{ |272.8|146.4/201.0/101.7|167.8 | 81.5 [141.1|65.1|98.3 | 47.8 |180.0|112.9
ohto| [37.8]11.3|37.0|10.7|37.9 |11.0|39.4|11.2{41.0|10.6 | 38.5 | 11.1

M JERS PR Yo ofF dY-gA4R IHow dg

q

In (ny )= 5(7) +€i 9 €J2912f +‘£?59?f

27) 2E5A1Z 29 A% AF3] A 2.86E-5 thAl 2.3E-52 1T} 2E ] AlA ALE-
sisick
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1
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o
o
1>
A
=2
i
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re
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@ 47) BYY FEE

LEAE | AEAB2 | £5AS3 | ASHE 4 | A5AES
e 1.991 0.676 1.085 1366 3297
(12.1) (4) (5.5) ©.7) (12.1)
0.174 0.282 0257 0.235 0.059

9(&1) (14.0) (18.4) (7.1 (153) 2.9)

) 20,002 -0.005 -0.005 -0.005 20.001
g(&) 6.7) (-13.8) (-13.5) (-13.0) (-1.4)
F(e) | L8SET | 286ES | 275ES | 283E5 | -100E6

3 ©.1) 9.6) ©.7) (102) (-03)
ad, R 0.393 0.236 0.192 0.136 0.048

#o| F4d 5 a5ATE 2 osie] a3tk 25415 20-804]

5o I3} 2ok 1 545 A5 40

0 Z5uo] A7l AAAEE Holn] ALEAZUYGE 2300
9] QARG Hole Ao vt
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ar. Hael TA

SEAN 2elxde 7l HAsle) olsf AREe mAA AR
919 wEEwd AMIEAS ANEAY] wEd Ao R A
(aggregation) sk Ilo] dalAott mgt ARAIE TRl dEas
oF FE IRIAFe] Hig £Y9¥ gl AF 28 AREe A
sk ARFAVT Hasich
SEAIN 23] A, w=Fe] Ve 2 ARAIEe] Q1T iRl
ofghtt. aelv sHdEe] AYrlE &7 BA 55 P4 A OF
7] SEME EEn U8 w5 AEdd e 2ok Fugk 715
o] el Besitt oE B0 FWIdE 7KIAE AAIEEIT ik
80% oM AT TAAY AL 2 tEEE whedeat 9
g AR 7Rk F 60%Rte] HEEE gyeich aelm =R
w2 FaAe @Al 604 oY A7l 21.8%7F FEAKRIHE 2008
RAFANGANLY, AFA] M2 206097 77% ol 5
Hole 208 Uepdth 3% 50 ol Ak =49 2] &3t A
& Zlo® Helth
1319& HAS o] JAE g 7eAE ol Tag-ax /18]

ol

AWgFAL =R AdaTEAt ‘Lﬁ%?ﬂ@ﬁl&
dr FAE AgTHE HES A8s Oﬂv} ﬂwxl HES 77t 20-59
Al Al AL 6041 o3 1k R B e HEE Hel
3 Slek e vlee] ARl A L‘E E61aL FEARRE 2050

de FHo ulolHlE Althe] AMgeR slEfehs AR vEhdtt
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M2E B AlScioRd

20083 Al 224 AAAEC] ofstd =RIAFe] HHrEE A=
=5 7] AR - age] AR Qe wAg ARrlg B 3453
ATl <fgt ZiiAle] AR 20601 AFEE FoZ Yehdw
A ey Z]gaxle] dofuls 2060 FHe] SRId
a7z 12 Blele] AR A5 0AE, 2 FojEs
Rop] FeRdese e £ Jo diEn ok 1 A
Akl 22071 BrlES AR

w A7 ol el Adel = e A ksS4
TEY BYor eS| Haa} gk o2d P Auelese IF
IRAT FAe] e 2] 93 AMA 4AE 7RIt ZE A
A AJE|eEe FEAHCRE 1998 AF gl AP ol wEt

2013\ 378 AJztele] 20335 = AEa dBol 65412 deF 24

1. AL 4Y

B ATel g B4 QuRY BAL geie Ao FAH
(steady state)7} ZAIsf ok sh=t] 1217] Ysire Ar|dor 2dAE
o] AFAHE A 71A(mechanism)E 7Fek= Zlo]

A Agrlge] 20E ol YRS shHoR sk Fapidow
Ade 2Fehe o= 8tk 12122 2 7] 7] (bench-mark)
ARl 371 24 glo] Adel Awg SAek r)Ee] AREw

$apga o ABele Aow Sk
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Lo gk 71E ARl eE B 5 Qe oY 7R APgebgst wikt

o B 97 thea} e AHA gt
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7t IS 2l ALtE|L

el UitEe F43 BEREe QS dsl] flskd HiHe
2 HIRE QAU A5UAES = Hel aEsolor &
th =3 AU =L HIEU e AEGIA|SS AB|F R Hols

FE HEsllth2y) e dAEY A5 ﬂ%% U AL BY
] Qtha Hdth a3l 2028 40% 7K SR

2033 A7E 65A7F] ZFolRE o AR 1k AR ASTA
&2 THT Bo] vka Zlo]7] wito|th

AeFgal malEe] Aluelee BF 47KE 1Eslisith AluE
2 P11, P12& @AY 9% HARE Aok 7la &3 Al B39k A
= AR R HAdshks Zlolth wiru 13} 2& 27 2Alle] Al
< etk 3 AlYe]Q P21, P22E 2011ARE wid 0.25%p=

m\(—)‘

28) °1E«1 712AF91 IHAFL A oA AL 50% APk ek 2009 ©]
T 71207 48X %—% nldsl] el 2K ARUles 7T Hled, o o 7kest
o] glolxAF B =g ol 2012 &M Q1% ‘01] sl g Px)do] el =&

siich
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QUIBIThE 7Ky Stel 4 vich 1%pH FRACR RYRE YR
Hlolt) o A% BAR Qe HE TR V0] A g

oz sioint 22ial yer] B3 A9 2Ale BA
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ﬂF 2
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L 8
o Al
rlo o,
g 38
gg oy
4

dg Y RE A f3t AR A&l
QA ut Adss Ad ) "ol 2011

rL

Ln(j—lmi%:
m%a%
o}

16\ del 2A 13%70] Qdeke A5 7Ia0l &XHA] Se

Uepdt}2o) aEg 12 AR 12.0%7F4] el o=

Ny

M
o
=
&
Hr
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Hu
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=2
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N
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rf 9%

=== rf 10%

c—orf 1%

rf 12%

2005 2025 2045 2065 2085 2105 2125 2145

29) AMEE =3o] oz F2 7|I7RRE ARt o8 Ag=led vlEd 711z gl
S 0500 ojAkee] A% 20051 A olAks 6-7%7F 871 EAVIHXE 3%7t
A gl ol 2008 AARE (A)olAkEe] 4.8% K B7IHCR 0.7% TEOR
SolR| = Zlof| Hlg) Fde] Eom 53| Alfle] TEGE S xjeo)7t T AR ol
w2} 13%0 % 7]30] &R e Aoz Uehd ol Xl dA4=E e 2d
7120] WA |E Pl A U (perpetual income) FEIlol] 7|Qlske Aow Fd. \hd
o 717 iAEEAL 16714 o 20053 AHolRgo] 5%l ZHM UeEE 8t
T ol 15% - 16% Ale] Hig F3allA APgbysl) o] foixle Aew
e



Lt X8 ALl

%k World Bank, IMF & =A7]7¢F B2 =9 Auiirles
FUAT A=S SE9EdEs 7|2dgeR ofdslele AE UEE
3 slek olefd FHEY] we Fudgelths sl AR
FAATO] Frohe AAST a5ARERs e oldA =4
FAll Foke Zlo] 7hsd] dtke Aotk
B AT ol HEe] Ete AT V1edae BPA 4]
ZEHIERR(AS) BRE A A5 2k T2 A%
AAle] Bas)e] vgs 2Yete tiekomA wids] Heltt @A
AT 712AFAE A BRel 0.5%9] 715AE & Aol Al

1,
-
inss
2L

M

25 Ao 2 S, AUl 2+ HHE ASH|ERE, = Bk

F2 5ol WA 15 A A2 HolE den 2B o
5 . ShH BaRte® sk Aldigl &
SAEie A K| etk v 7]odwo A (tax-benefit
linkage)©] E=obdA 23 -H(excess burden)©] &1 T2AFES] =%
Tuel S7kle E3F B e AlvkRles A7 A, S
AEARRNC BEolehs A B3RS SRt

T2 AU eSoMe 7RIV 2ol 7l &% o]Fd
Fapdro g Askle As 7M. a2l o] Avr|esSelA 2
Aote LSATNE B2 ST A5 BT A A wEel] =
w3l As Fsb7] Agk Bloloh

=
oA e B Aol 71E AUR]|Q, EgNE(parametric reform)
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=
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AlUg] 2 471, F270E(structural reform) AU L 27 7] Al L
£ ¥3slo] 2% 7719 AlUeleE Aeleh v dEe) 2tk

E 4-8) =UUAS HYEH ALz

Afele FEE gexigl P
2 9% 33 eE 50%
P11 9% ZHA+AEA| 50%
P12 9% ZoHIA| 50%
P21 9%—12% LM AHASA] 50%
P22 9%—12% ZH|A| 50%
S1 9%— Fapi2] e 0%
S2 9%—> FIp2] 7y 100%

FF AER AR e BE AMeeE 19984 NS wiegste] dF FEABE 201337E 203397k 654
74 5ol 134 JeF 2As 250AES 20079 NFS whegate] 20081 50%E I o)F 201d0]
A7 199 0.5%p2 813 z4ste] 2028 el 40%714 83 24

2. MN=Zgolde| Zuet sl

S
%
>
i
:IOL_AI
ot
>
o

Alue] o5l ek Algdlold 2uE siAsl

2l QolMe] 715 &1 Awrt Fesh RS AvR|eEe] Ze Xl
o

FeARQTH = ARSH] 7]91gk:

AU L. P21, P229YA9} o] 12%% ©A] 3%p HIg Qlguto=z
T 718e] &R} 129902 F6] =Fofxitis o] Aol
ol ¥ R dnkty (dF) olAkeol 6% FREOE AFAIelA



EARAc® v 7]ge] APAR) o hARe A5
o= v 7199 AR E v =Fotivk

& 49 AUz|2d 7|59 AZIHE

AUz|e 7|1E P11 P12 P21 p22 St S2

LTI 2057 2057 2057 2129 2129 2053 2061

71 7|2 AL

1988 =RIAFe] £Y BAldle HEw 22 A 4 FuEske
o FsiA] SRl A=t AdLsha ARIsgAl Fapirlos A
Ue FoR AAYE Aotk 7IF (bench-mark) AUl of2gh

a7 23 Al AEAY glo] AH Bis Q1
o7 FoARES STl thAskE Blolth

e OI72 GDPE 10022 3 Aria F=(FY, 359 de
HAS(tau,+ HHE YR Sivk 3 Al Aj7]E e GDP
o] oF 55%2 APow F&3] 7Hsle] 2057d0] AxlEe] Rapubalo
2 AT Als A AR mok] A s IAl
9%l 20% oldeE Fdsets Blolth
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(3% 6] Hep|39 29 HYEE 20|

06 - r 25
05 A

- 20
o4 4 £ % 0 daieeess E/Y

- 15
03 A tau

F - 10

02 +:

-5
01 4
DD T IIIIIIIIIIIIIIII:IIIIIIIIIIIIIIIIIIIIIIIII T T T T T T AT D

year 2024 2044 2064 2084 2104 2124 2144 2164 2154

Ther T8 7% AU eelM AEss, =538+, 121al GDPY
S7HE BoFa ok JdelA olE 7S 2006 o]
29t 71X Ege] Esjol| whel AzlA o R slEkeitt. T1RlelA ol o
E AL 7130] 7Eo] BRI} 21.9%2 FA5sRE 20579 T
ZaAel ek FAo] WAgths Aotk imEgwel 2056, 2057
-3.5%, -5.5%%= P AEsES 205733 2058 +1.0%,
0.1%= Z}Z} Gl GDP7} 2056133} 205700 -2.3%, -3.9%= 7}
Z} 74git). ol &3 of|X|(Perfect foresight) 71gol W tiA 3}
FE AT ARE nigle] dg HERo FsE vE d8E 4 o

= el Al 2 Ede] Rt A onlditt




year 2025 2045 2065 2085 2105 2125 2145

o O3S 71E Ad]od 2 A ASAISE SUdgeR
FES] oS e gith Fellr] Axe A, 5 204 =2a)
o] AAEES A2k AxE Yeldith 20059 Alt(1985E4) 9
5= T 45 % 1.0 oPdolARt FHAE AT (AS
2,3)9] Zfele 1.0 vwks 715 12y 715 &% o] 20%H]
o] A Esrt H80= v Adie BE ATl tEl 0.5 vk
TS Hole AoR Uit o]= 19984, 2007 H 7]
7 RigEo] A5TiAlEC] 40% WRtelH, 654 ©o]F dAgs e B¢
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& ool

ol wHize] ARg - nFedsl AR HANEURE A

‘W
=
N

30) oleld Azke & 2R AR The 7RSS 718k A, 2ol 2ASE o
AHo] 2008 ARANS] PR} T Sk B, BTl $1AIZ Aol 3
3] WegslA] 2Ok AT ek
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A Aole =RdTe] 9] AAAE eI,

0485 % (G, + 8SD,) 0.515 %< (G, + SSD,)
7= . T= (232)
GDP, 80
Z Ct Pt
=20
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0 12 1 0 1/2 1 0 1/2 1

2005 | 1.00 | 1.03 1.06 1.00 1.02 1.05 1.00 1.03 1.06

2007 | 1.00 | 1.03 1.06 1.00 1.02 1.05 1.00 1.03 1.05

2009 | 1.00 | 1.03 1.06 1.00 1.03 1.05 1.00 1.03 1.05

2011 1.00 | 1.03 1.06 1.00 1.03 1.05 1.00 1.03 1.06

2013 | 1.00 | 1.03 1.06 1.00 1.03 1.05 1.00 1.03 1.06

2015 | 1.00 | 1.03 1.06 1.00 1.03 1.06 1.00 1.03 1.05

2017 | 1.00 | 1.03 1.06 1.00 1.03 1.06 1.00 1.03 1.05

2019 | 1.00 | 1.03 1.05 1.00 1.03 1.06 1.00 1.03 1.05

2021 1.00 | 1.03 1.05 1.00 1.03 1.06 1.00 1.02 1.05

2023 | 1.00 | 1.03 1.05 1.00 1.03 1.06 1.00 1.02 1.05

2025 | 1.00 | 1.02 1.05 1.00 1.03 1.06 1.00 1.02 1.04

2027 | 1.00 | 1.02 1.05 1.00 1.03 1.06 1.00 1.02 1.04

2029 | 1.00 | 1.02 1.05 1.00 1.03 1.06 1.00 1.02 1.04

2031 1.00 | 1.02 1.04 1.00 1.03 1.06 1.00 1.02 1.04

2033 | 1.00 | 1.02 1.04 1.00 1.03 1.06 1.00 1.02 1.04

2035 | 1.00 | 1.02 1.04 1.00 1.03 1.05 1.00 1.02 1.03

2037 | 1.00 | 1.02 1.04 1.00 1.02 1.05 1.00 1.01 1.03

2039 | 1.00 | 1.02 1.04 1.00 1.02 1.05 1.00 1.01 1.03

2041 1.00 | 1.02 1.03 1.00 1.02 1.05 1.00 1.01 1.03

2043 | 1.00 | 1.01 1.03 1.00 1.02 1.04 1.00 1.01 1.02

2045 | 1.00 | 1.01 1.03 1.00 1.02 1.04 1.00 1.01 1.02

2047 | 1.00 | 1.01 1.02 1.00 1.01 1.03 1.00 1.01 1.02
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2049 | 1.00 | 1.01 1.02 1.00 1.01 1.03 1.00 1.00 1.01
2051 1.00 | 1.00 1.01 1.00 1.00 1.02 1.00 1.00 1.01
2053 | 1.00 | 1.11 1.11 1.00 1.00 1.01 1.00 1.14 1.15
2055 | 1.00 | 1.11 1.12 1.00 1.03 1.03 1.00 1.14 1.14
2057 | 1.00 | 1.03 1.12 1.00 1.06 1.06 1.00 1.02 1.14
2059 | 1.00 | 1.03 1.12 1.00 1.06 1.09 1.00 1.02 1.13
2060 | 1.00 | 1.03 1.11 1.00 1.05 1.10 1.00 1.01 1.11
2080 | 1.00 | 1.02 1.04 1.00 1.04 1.08 1.00 1.02 1.03
2100 | 1.00 | 1.02 1.05 1.00 1.02 1.05 1.00 1.02 1.04
2200 | 1.00 | 1.02 1.03 1.00 1.01 1.02 1.00 1.02 1.04
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[52= 5] Pension costs in the Nordic countries48)

The aim of this paper is to present an overview of the pension
costs in the Nordic countries during the first decade of the 21st
century. The countries included in this review are Finland,
Denmark, Norway and Sweden. Iceland is excluded due to
difficulties to obtain the data.

The main obstacle in the comparing the pension costs is the
diversity of the pension systems in these countries. Both the
structure of the pension benefits and the financing of these
benefits differ between the countries.

There are two data sources providing comparable information

concerning the pension costs in the Nordics:

1. The Finnish Centre for Pensions 2008 study
“Eldkemaksutaso yhdeksdssd Euroopan maassa vuonna 2005”
(The level of the pension contributions in nine FEuropean
countries in 2005, Mika Vidlund and Jarna Bach-Othman).
These reviews are also available in English. This study
includes both the public pensions and collective labour market
pensions, which are in practice mandatory to participants. The
focus of the study is in the pension contribution level in year
2005. However, also information on other years and pension

expenditures is included.

48) This paper is written by Ismo Risku, Finnish Centre for Pensions.
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2.  European Commission ageing report 2012 seeks to assess
future aging costs in the EU member states. Norway, though
not EU-member, is included in this study. The focus of the
EC-ageing report is on public economy. Therefore pension
schemes may be excluded from this study if they are
considered to be private arrangements (occupational pensions).
In the process of preparing the projections European
Commission asked member states to provide data on realized
pension expenditures and related items for years 2000-2010.
Thereafter each member country prepared long-term pension
projections which were based on common population and
economic forecasts. Both the statistical data 2000-2010 and
projection results 2011-2060 are at disposal for this review.
The statistical data 2000-2010 was not published by the EC,

however.

The paper is organized as follows. First the pension systems
and the contribution levels of each country is studied separately.
Then these results are shortly summarized and the countries are
compared with each other. After that we turn to the expenditure
data, which covering the public pensions. This data sets allows us
to see how population, number of pensioners and pension
expenditures did develop during the last decade in the Nordics.

Also few projection results are presented.



1.1 A General description of the pension system in
Denmark as of 2005

In Denmark the residence-based national pension scheme is a
central part of statutory pension provision. The benefits paid from
the national pension scheme are old-age pensions (Folkepension)
and disability pensions (Efterlon).

There is no statutory earnings-related pension provision in
Denmark. The labour market supplementary pension scheme
(Arbejdsmarkedets Tilleegspension, ATP), which covers wage
earners, 1S a defined contribution scheme. The contributions are
not determined in relation to the earnings, but in relation to the
time in employment. The benefits paid from the ATP scheme are
old-age and survivors’ pensions.

Early retirement pensions (efterlon) are paid from the
unemployment insurance scheme. The early retirement scheme in
unemployment insurance has, for its part, been a common exit
pathway from the labour market.

Part-time pensions (delpension) may be paid out on the basis of
a separate act. The significance of the part-time pension is small
largely because persons who are entitled to it are those who are
not entitled to an early retirement pension from the unemployment
insurance scheme.

Occupational pension schemes are common and they cover
about 90 per cent of the employees. Civil servants have their own

pension scheme (tjenestemandspension).
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1.2 Pension contribution level in 2005

The table 1.1 presents the total premium income for pensions in
relation to the wage sum in 2005. The wage sum amounted to

DKK 756,677 million (approx. 101,395 million euros).

Table 1,1, Pension contributions in relation to wages (2005)

Premium income / wage

Contributor sum
Wage eamer 1.05 %
- ATP 0.3
- Early retirement (Efterlon) 0.75
Employer 0.49 %
- ATP 0.49
Share of tax financing 16.34 %
- Old-age pension (Folkepension) 9.42
- Disability pension (Fertidspension) 4.37
- Early retirement (Efterlon) 2.44
- Part-time pension (Delpension) 0.01
- ATP 0.1
Occupational pension contributions 10.79 %
- Insurance companies 6.84
- Multi-employer pension funds 1.65
- Company pension funds 0.1
- Civil servants’ pension scheme 2.2
Total 28.67 %

Source: Vidlund (2009a)

Old-age pension (Folkepension)

The old-age pension expenditure of the national pension scheme
amounted to approximately DKK 71.3 billion in 2005, i.e. approx.

4.6 per cent in relation to GDP or 9.4 per cent in relation to



wage sum. Old-age pensions from the national pension scheme
were paid to approximately 750,000 insured in January 2005.
There has been a clear increase in the number of old-age pension

recipients in recent years.

Table 12, Recipients of a national pension (2002 - 2006)

2002 2003 2004 2005 2006
709,000 713,000 717,000 746,000 808,000

Survivors’ pensions as such are not paid from the national
pension scheme, but if both spouses received some benefit from
the national pension scheme, the aggregate pensions of both
spouses are after the death of one spouse paid as a surviving

spouse’s pension (efterlevelsespension) for three months.

Disability pension (Fartidspension)

In 2005 disability pensions from the national pension scheme
were paid to slightly less than 260,000 insured, which
corresponded to approximately 7.5 per cent of the population aged
18 - 65. The number of disability pension recipients remained

pretty unchanged in 2002 - 2006.
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Table 13, Disability pension recipients (2002 - 2006)
2002 2003 2004 2005 2006
259,576 260,455 259,881 255,609 245,885

Early retirement scheme in unemployment insurance
(Efterlgn)

Wage earners and self-employed persons who are members of
an unemployment fund may receive an early retirement pension
from the unemployment insurance scheme. The early retirement
pension from the unemployment insurance scheme (efterlon) may
be paid to insured persons aged 60-64. Early retirement pensions
were paid to about 176,000 insured persons in 2005. A
precondition for the early retirement pension is payment of
voluntary early retirement contributions to the unemployment fund.
In 2005 the contribution for a full-time insured was DKK 382
(approx. 51 euros) and for a part-time insured DKK 254 (approx.

34 euros) per month.

Table 14, Recipients of early retirement pension (2002 - 2006)

2002 2003 2004 2005 2006
168,000 178,000 186,000 176,000 157,000




Part-time pension scheme (Delpension)

The part-time pension is a scheme financed by tax revenues,
and the implementation of the scheme is the responsibility of the
municipalities. The precondition for the granting of a part-time
pension is that the part-time pension recipient does not receive
and is not entitled to receive early retirement pension from the
unemployment insurance scheme (efterlen). The significance of the
part-time pension in the Danish statutory pension scheme is small,
and the number of pension recipients has been decreasing in

recent years.

Table 15, Part-time pension recipients (2002 - 2006)

2002 2003 2004 2005 2006
2,425 1,900 1,325 770 500

Employment-based pension scheme (ATP)

The labour market supplementary pension scheme (ATP) is
administrated by the independent ATP pension provider, where
both the employer and the employee organisations are equally
represented in the administration. The ATP pensions are defined
contribution pensions and fully funded.

The contributions are not determined in relation to the

earnings, but in relation to the time in employment. The
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contributions are divided into four categories according to the
working hours. When the weekly working hours amount to at
least 27 hours or the monthly working hours to at least 117
hours, the full contribution is paid (DKK 2,684 per year and
DKK 223,65 per month).

Contributions are paid for periods of work as well as for
periods of unemployment, sickness and maternity allowance and
for e.g. rehabilitation, activity and different training benefits.
Recipients of early retirement pensions and disability pensions
(fortidspension) as well as recipients of part-time pensions and of
early retirement pensions in the unemployment insurance scheme
also pay ATP contributions. The insured person pays one-third of
the contribution and the employer, the municipality, the State or
the unemployment fund, depending on the payer of the benefit,

pays two-thirds.

Occupational pension schemes

In the private sector there exist three different kinds of
occupational  pension  schemes: company pension  funds
(firmapensionskassor), multi-employer pension funds (tvaergéende
pensionskasser) and occupational pensions administrated by
insurance companies (livsforsikringsselskaber). In addition, civil
servants have their own pension scheme.

With the exception of the civil servant’s pension scheme, the

occupational pension schemes are fully funded and defined



contribution schemes. As a rule, the employer pays 2/3 and the
insured person 1/3 of the total contribution. The contributions, and
thus also the benefits, differ considerably from each other.

The majority of occupational pension schemes have been
arranged with insurance companies. In 2005 the pension
contributions paid into occupational pension schemes administrated
by insurance companies amounted to approximately DKK 51.7
billion. In 2005 there were 36 insurance companies which
administrated occupational pension schemes.

In 2005 the premium income for occupational pensions of the
multi-employer pension funds amounted to approximately DKK
12.5 billion. In 2005 there were 29 pension funds. The funds had
approximately 555,000 insured in 2005.

In 2005 contributions were paid into company pension funds to
an amount of DKK 730.4 million. The pension expenditure
amounted to approximately DKK 1.7 billion. In the company
pension funds the number of insured has been in steady decline.
In 1995 the number of active members was 14,874 (26,738 when
including pension recipients). The number was approximately half
of this in 2006. There were 35 company pension funds in 2006.

The civil servants’ pension scheme is a defined benefit
scheme. The pensions are mainly financed through state and local
government tax revenues. The employer pays a pension
contribution of 15 per cent into the scheme. The contribution was
raised to 20.3 per cent in 2005. In 2005 the insured in the civil

servants’ pension scheme numbered 103,000 and pensions were
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paid to 119,719 pension recipients, of which 85981 received a
pension in their own right. The number of insured has decreased
in recent years as the insured have transferred to funded and

defined contribution occupational pension schemes.

2.1 A General description of the pension system in
Finland as of 2005

The Finnish pension system consists of the statutory
earnings-related and residence-based national pension schemes. In
addition, statutory separate pension provision may be granted, for
instance, on the basis of motor liability and workers’ compensation
insurance. The aim of the national pension is to provide basic
income security during the retirement to all residents. The aim of
the earnings-related pension is to maintain the attained
consumption level during the retirement.

Statutory basic pension provision is supplemented by voluntary
employer-specific pension arrangements and personal pension
insurance, but the compensations based on such arrangements
constitute only a tiny fraction of the pensions paid out annually.

Earnings-related pension accrues for almost all salaried
employment and self-employment. The scheme is defined benefit.
The pension contributions are paid by both the employers and the
employees. The earnings affect the size of the pension, and the
payable pension has no upper limit, (no pension ceiling), nor is

there any progression in accrual rates. It is possible to take the



old-age pension flexibly between the ages of 63 and 68.
The earnings-related pension scheme consists of numerous

industry specific pension acts. The most important acts are:

1. Employees pension act (TyEL) which covers the private
sector employees

Self-Employed Persons’ Pensions Act (YEL)

Farmers’ Pensions Act (MYEL)

Local Government Pensions Act (KuEL)

A

State Employees’ Pensions Act.

After the 2005 pension reform the determination of pension
benefits has been, by and large, equal under each pension act.
However, pension financing is separate under different
earnings-related pension acts.

The employers and employees pay earnings-related pension
contributions. In 2005 the national pension scheme was financed
by the state and employers. The employer contribution to the
national pension scheme was abolished in 2010.

The State finances residence-based national pensions. It also
finances a part of the costs arising from the pensions of
self-employed persons, farmers as well as persons insured under
the Seamen’s Pensions Act (MEL). In addition, the State handles
the financing of the State Employees’ Pensions Act (VaEL) and of
certain pension components accrued for periods of childcare and

periods of study.
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The Unemployment Insurance Fund pays an annually determined
statutory levy to the earnings-related pension scheme on the basis
of the insured persons’ unemployment periods and certain periods

of training.

2.2 Pension contribution level in 2005

In 2005 the total premium income, which also included the
premium income for voluntary earnings-related pension insurance,
totalled 20.2 billion euros. This amount corresponded to 32.8 per
cent of paid wages (EUR 61.6 billion) and to 12.8 per cent of
GDP at market prices (EUR 1574 billion). Table 2.1 presents the
total premium income accumulated from different sources in

relation to the total wage sum.

Table 2.1, Pension contributions in relation to wages, Finland (2005)

Contributor Premium income / wage sum

Wage eamers* 4.65
Employers

Private sector 10.63
Public sector 6.46
Self-employed persons 0.98
Farmers 0.22
Contribution via the Unemployment

Insurance Fund 0.48
National pension contribution 2.24
Sub total 21.13

Share of tax financing

Earnings-related pensions 4.01




National pension 2.24
Sub total 6.25
Stautory pensions 32.03
Voluntary  eamings-related pensions 0.73
All in total 32.76

*Includes a contribution via the Unemployment Insurance Fund

Source: Kiviniemi (2009)

Pensions are financed according

to different principles,

depending on the applicable pension act. Therefore the contribution

rate may differ significantly between various acts, see table (2.2).

Table 2.2, Average contribution rates under different pension laws (2005-2008)

2005 2006 2007 2008
TEL/TyEL* (Private sector
employees) 21.6 21.2 21.1 21.1
LEL* 22.7 22.5
TaEL* 19.6 20.3
MEL (Seamen) 22 22 22 22
YEL (Self-Employed) 20.2 19.6 19.5 19.4
MYEL (Farmers) 11 10.7 10.7 10.6
VaEL (The state employees) 24.2 24.1 24.8 24.7
KuEL (Local government
employees) 28.1 28.3 28.4 28.2
KiEL (Evangelical-Lutheran
Church) 31.8 315 315 313

*TEL, LEL and TaEL were merged to TyEL in 2007.

Source: Kiviniemi (2009)

There are several different pension benefits. Earnings-related and

residence-based national pensions are mainly paid on the basis of

old age, disability and the death of the family breadwinner. In

addition, unemployment pensions may on certain conditions be
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awarded to ageing unemployed persons. Persons who have reached
the age of 58 and who cut down on their working hours may
take a part-time pension before retiring on an old-age pension.
This possibility does not exist in the residence-based national
pension scheme.

Under TyEL the average contribution contains separate
components for funding and for the pay-as-you-go pension
expenditure. Assets are built up for the future old-age pensions
through the old-age pension component of the contribution. There
are also separate contribution components for disability and
unemployment pensions, but these pensions are not funded until
the pension starts. No separate contributions are levied in advance
for survivors’ and part-time pensions; instead they are taken into
account through the PAYG component of the contribution. This
component is also used to finance the costs arising from disability
and unemployment pensions which are not covered through
funding.

The VaEL contribution is based partly on a tariff contribution
and partly on the employer’s own pension cases, depending on the
number of employees. The contribution includes separate
components for old-age, disability, unemployment, survivors’
pensions. In 2005 the pension contributions totalled nearly 1.5
billion euros, of which the share of the employee contributions
was 301 million euros.

The total contribution accumulation in 2005 for local

government employees and other employee groups who are



covered by the Local Government Pensions Act (KuEL) was 28.1
per cent of the wage sum under KuEL. The local government
pension contribution consisted of the employee’s salary-based
contribution and the employer’s salary-based contribution and
possible contribution component based on pension expenditure. The
salary-based contribution was on average 22 per cent of the
earnings under KuEL. Of the contribution the employer’s
salary-based share was 17.1 per cent. As in other sectors, the
employees paid a pension contribution of 4.6 per cent, and after
reaching the age of 53 a contribution of 5.8 per cent. In addition
to the aforementioned contributions employers paid contributions
based on pension expenditure totalling 5.6 per cent of the wage
sum. By means of this expenditure based contribution the
salary-based contribution under KuEL is approximately competitive

with the TyEL-contribution.

3.1 A General description of the pension system in
Norway as of 2005

The benefits paid from the Norwegian statutory national
insurance scheme are residence-based basic pensions and
employment-based supplementary pensions. Both types of pension
include old-age, disability and survivors’ pensions. A basic pension
may in principle be granted to everyone resident in the country. A
special income-tested supplement may be paid to the basic

pension. The basic pension and the pension supplement together
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secure statutory minimum pension provision. Supplementary
pension  provision of the national insurance  scheme
(earnings-related pension) covers private and public-sector wage
earners as well as self-employed persons.

The act on mandatory occupational pensions to supplement
national insurance (lov om obligatorisk tjenestepensjon, OTP),
which took effect from the beginning of 2006, improves pension
provision especially for private-sector employees. Before this, the
supplementary pension schemes covered approximately 40 per cent
of private-sector wage earners. By contrast, in the public sector
the supplementary pension schemes had already covered all wage
earners.

Statutory early retirement schemes exist for fishermen and
seamen. The retirement age for fishermen is 62 years and for
seamen 60 years.

The main labour market organisations agreed in 1988 on the
early retirement scheme AFP, which covers state and local
government employees as well as an estimated half a million
private-sector employees. The benefits are awarded from the
scheme at lower retirement ages than the general retirement age of
the national insurance scheme. The AFP-retirement age has been

lowered several times and was 62 years in 2005.



3.2 Pension contribution level in 2005

The following table presents the share of the total premium
income in relation to the wage sum in 2005. The wage sum
amounted to NOK 654,270 million (approx. 81,784 million euros).

Norway has no separate pension contribution. A social security
contribution is levied from the insured and the employers, and the
contribution finances basic and supplementary pensions in the
national insurance scheme as well as other benefits paid from the
national insurance scheme. In the comparison the premium income
for statutory pensions is thus estimated on the basis of pension

expenditure.

Table 3.1, Pension contributions in relation to wages, Norway (2005)

Contribution Premium income/wage sum
Wage eamer (medlemsavgift) 5.77 %
- Statutory pension 5.74
- Seamen’s pension 0.03
Employer 8.47 %
- Statutory pension 8.07
- AFP (private sector) 0.35
- Seamen’s pension 0.05
Share of tax financing 6.84 %
- Statutory pension 6.63
- AFP (private sector) 0.12
- Seamen’s pension 0.09
Occupational pension contributions 7.62 %
- Insurance companies 2.62
- pension funds 0.63
- Municipal pension funds 0.39
- Local government pension insurance, KLP 1.93
- State pension fund, SPK 2.04
Total 28.70 %

Source: Vidlund (2009b)
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The national insurance scheme is based on pay-as-you-go
financing. The insured, the employers and the State participate in
the financing. No separately levied pension contribution has been
determined. A social insurance contribution is levied from the
insured and the employers, which is used to finance both basic
and supplementary pensions in the national insurance scheme and
also other benefits paid from the national insurance scheme, except
family allowances and certain individual benefits, some of which
are mentioned later.

The wage earners’ social insurance contribution is 7.8 per cent
of the gross wage. It is levied on the whole pensionable wage
without applying the upper limit for the wage used in pension
calculation.  Sickness allowance, maternity allowance and
unemployment allowance are pensionable income when determining
the contribution.

The employer’s contributions are levied on the employer’s
whole wage sum. The size of the contribution depends on the
employer’s place of business. The municipalities are divided into
five zones according to their geographical location and degree of
economic development. In the first and second zones (Sone 1 and
2), which include for instance the largest towns, the contribution
is 14.1 per cent of the wage. In the fifth zone, which includes the
northernmost municipalities, no employer contribution is levied at
all (Skatteetaten).

Since there is no separate pension contribution and the

contributions are also used to finance other social insurance



expenditure, the premium income for statutory pensions has been
estimated on the basis of pension expenditure.

The main labour market organisations agreed in the final years
of the 1980s on an early retirement scheme which covers state
and local government employees as well as an estimated half a
million private-sector employees. Since March 1998 an AFP
pension may be granted to employees who have reached the age
of 62. When the scheme took effect in 1989 the retirement age
was 66 years. The retirement age has later been decreased several
times.

In Norway an act on mandatory occupational pension schemes
(lov om obligatorisk tjenestepensjon, OTP) took effect from the
beginning of 2006. The introduction of the act especially improved
the status of private-sector employees, since previously the
supplementary pension schemes covered only about 40 per cent of
private sector wage earners. In the public sector (state and local
government) supplementary pension schemes have in practice
covered almost all wage earners. The act on mandatory
occupational pensions determines the minimum requirements that
the employer has to meet when setting up a occupational pension
scheme for the employees. In addition, supplementary pension
provision in Norway is governed by the acts on voluntary
occupational pension schemes, which took effect in 2001, where
one act concerns defined benefit pensions (lov om foretakspensjon,
LOF) and the other defined contribution pensions (lov om

inskuddspensjon, LOI).



Rl
Jhu

Occupational pensions have mainly been arranged with life
insurance companies. The State and the municipalities have their
own pension funds. There are also smaller pension funds in both
the private and the public sector.

In 2005 the pension contributions paid into occupational pension
schemes administrated by insurance companies amounted to
approximately NOK 17.2 billion. The effect of the mandatory
occupational pension which came into force in 2006 becomes
apparent through the increased premium incomes in 2006 and

2007.

Table 32, Pension premium income of life insurance companies,

(million NOK)
2004 2005 2006 2007
16,778 17,152 21,778 27,196

The  Local  Government  Pension Fund  (Kommunal
Landspensjonskasse, KLP), established in 1949, is the main actor
in the local government sector. More than 330 municipalities had
arranged pension insurance with the KLP at the end of 2007. In
addition, the KLP administrates, for instance, the pension schemes
of state institutions in healthcare (helseforetak, healthcare company,
pharmacies, hospitals), nurses and hospital doctors. The number of
persons insured with the KLP is a good 290,000.

The State Pension Fund (Statens Pensjonskasse, SPK) was

established in 1917 and is the largest supplementary pension



scheme in Norway in the number of members (approx. one
million insured). Of the insured approximately 230,000 are pension
recipients. In contrast to the private-sector pension funds and the
Local Government Pension Fund, the State Pension Fund is not
funded; instead the financing is based on the pay-as-you-go

principle.

41 A General description of the pension system in
Sweden as of 2005

The Swedish old-age pension scheme, which was reformed in
1999, consists of an earnings-related pension and, to secure a
minimum income, a guarantee pension. The earnings-related
pension is a defined-contribution pension and is divided into two
parts: the income pension and the premium pension. The
earnings-related pension covers all wage earners and self-employed
persons. The earnings-related pension will take effect gradually,
and the defined-benefit supplementary pension (formerly ATP) of
the old pension scheme will partly remain in force over the
transition period.

Like the former national pension, the guarantee pension covers
everyone who is resident in the country, and the pension is linked
to the number of years of residence. The earnings-related pension
reduces the guarantee pension, so that when the earnings-related
pension is high enough, no guarantee pension is paid. Other

benefits paid from the pension scheme are survivors’ pensions.
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Disability pensions are paid from the sickness insurance scheme.
In addition to the statutory pensions Sweden has very extensive
occupational pensions for both public and private-sector wage
earners. Membership in the schemes is mandatory for all
employers and employees who work in the relevant industries. The
occupational pension schemes cover over 90 per cent of wage

carners.

4.2 Pension contribution level in 2005

The following tables describe the total premium income for
pensions in relation to the wage sum in 2005. The wage sum
amounted to SEK 1,080,344 million (approx. 116.46 billion euros).

In connection with the 1999 pension reform the financing of the
pension scheme was changed fundamentally. Through the reform,
for instance, old-age pensions were disconnected from other social
insurance benefits to its own type of insurance, survivors’ pensions
were transferred to the national budget, as were disability
pensions, which are part of sickness insurance. Guarantee pensions

are financed from general tax revenues.



Table 4.1, Pension contributions in relation to wages, Sweden (2005)

Contribution % of income/wage
‘Wage eamer’s general pension contribution 6.92
- on earnings 6.22
- on income transfers 0.7
Employer (incl. self-employed persons) 17.92
- old age pension contribution 10.08
- on income transfers 0.98
-"disability pension contribution" 5.18
- survivors pension contribution 1.68
Share of tax financing 3.01
-guarantee pension 1.13
-unpaid periods 0.61
-"disability pension" 1.27
Occupational pensions 6.11
Total 33.96

Source: Vidlund (2009a)

The social insurance contributions levied from the employer
totalled 32.46 per cent in 2005. The contributions levied from
self-employed persons totalled 30.89 per cent. The employer
contribution is levied on the whole wage. The employer
contribution levied for the share of the wage which exceeds the
earnings ceiling is transferred to government funds.

The only contribution levied from the employee is the general
pension contribution. The employee contribution is 7 per cent of
the wage, and the contribution is levied on the share of the wage
which does not exceed the earnings ceiling. The earnings ceiling
(8.07 times the income base amount) was SEK 349,430 (approx.
37.660 €) per year in 2005 (SEK 387,360, approx. 42,100 €, in
2008).
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Old age pension scheme

In the old-age pension scheme the income pension component
of the earnings-related old-age pension is based on pay-as-you-go
financing with quite substantial buffer fund. The premium pension
is based on full funding. The pensions are financed though
employee and employer contributions. In addition, the State
finances pensions for periods for which it accrues on the basis of
calculated earnings (e.g. periods of child care).

The premium incomes of the income pension scheme totalled
SEK 179,552 million, i.e. about 16.62 per cent in relation to the
wage sum in 2005. Premium incomes were allocated to the
premium pension scheme to an amount corresponding to

approximately 2.2 per cent of the wage sum.

The guarantee pension

The guarantee pension is financed from general tax revenues.
The old-age pension expenditure amounted to SEK 22,448 million
in 2005 (approx. 0.8% in relation to GDP). The calculations in
this report assume that the employer’s premium income which
exceeds the ceiling is used to finance the costs for old-age

pensions granted from the guarantee pension scheme.



Survivors’ pensions

Survivors’ pensions are financed through the State budget. A
survivors’ pension contribution is levied from employers and
self-employed persons, amounting to 1.7 per cent of the total
wage sum. Since 2003 the contribution is only used to cover

earnings-related survivors’ pensions

Disability pensions

Sweden has no disability pension scheme as such. Since the
beginning of 2003 the sickness compensation (sjukerséttning) and
young people’s activity compensation (aktivitetsersittning), which
are paid from the sickness insurance scheme, have replaced the
previous disability pension payable from the pension scheme
(fortidspension) and the sickness benefit paid as a temporary
disability pension (sjukbidrag).

In order to estimate the premium income for disability pensions
the expenditure share which can be classified as disability pensions
has been separated from the total expenditure of the sickness
insurance scheme. The disability pension expenditure, and
correspondingly premium incomes, amounted to approximately 2.6
per cent in relation to GDP in 2005.

In Sweden occupational pension schemes based on labour
market agreements cover about 90 per cent of wage earners. The

four largest schemes cover approximately 80 per cent of wage
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earners. The most extensive occupational pension schemes in the
private sector are the supplementary pension scheme for
white-collar workers ITP and the pension scheme SAF-LO. In
addition to these, for instance the banking and insurance sector as
well as the cooperative system have their own occupational
pension schemes. In the SAF-LO scheme the pension is
determined as a defined-contribution pension. By contrast, in the
ITP scheme the pension was determined as a defined-benefit
pension at the time of comparison, and it has been supplemented
by the defined-contribution pension ITPK (ITP-Komplettering),
which amounts to 2 per cent of the wage. In 2007 the ITP was
changed into a defined-contribution scheme.

Public-sector employees have their own arrangements based on
labour market agreements. The most extensive occupational
pension scheme for state employees is PA-03 Tjédnstepension and
for local government employees the KAP-KL scheme. In the
occupational pension schemes for state and local government
employees the pension is partly determined as a defined-benefit

pension and partly as a defined-contribution pension.

5. Contribution levels compared

Table 5.1 summarizes the previous findings. The public pension
contributions are highest in Finland and the difference between
Finland and Denmark is as high as 14.1 percentage points of

wages and salaries. However, labour market pensions bring the



countries closer to each other. Total contribution when compared
to wages and salaries is the highest in Sweden, while the
contribution level in the Denmark and Norway is the lowest.
When the labour market pensions are taken into account the
difference between the maximum and the minimum contribution
level is reduced to 5.3 percentage points.

This difference is by no means robust, however. When the
contributions are compared to GDP it turns out that the relative
contribution level in Denmark is higher than in Sweden (Table
5.2). In other words the wages and salaries form a higher share of
GDP in Denmark than in Sweden (48.7 per cent versus 40.5 per

cent).

Table 5.1, Pension contributions as a per cent of wages and salaries (2005)

Finland Denmark Norway Sweden
Public pensions (% of wages) 32.03 17.88 21.08 27.85
Employee contribution (% of
wages) 4.65 1.05 5.77 6.92
Employer contribution (% of
wages) 21.13 0.49 8.47 17.92
General taxes (% of wages) 6.25 16.34 6.84 3.01
Labour market pensions (% of
wages) 0.73 10.79 7.62 6.11
Total (% of wages) 32.76 28.67 28.70 33.96
Wages and salaries, billion
(local currency) 61.6 756.68 654.27 1080.344

Source: Vidlund and Bach-Othman (2008).
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Finland Denmark Norway Sweden
Public pensions (% of GDP) 12.53 8.71 7.24 11.28
Employee contribution
(% of GDP) 1.82 0.51 1.98 2.8
Employer contribution
(% of GDP) 8.26 0.24 2.91 7.26
General taxes (% of GDP) 2.45 7.96 2.35 1.22
Labour market pensions
(% of GDP) 0.29 5.25 2.62 2.47
Total (% of GDP) 12.82 13.96 9.86 13.75
GDP billion (local currency) 157.4 1554.04  1903.841  2670.547

Source: Vidlund and Bach-Othman (2008).

The pension contribution levels between various countries for

the year 2000 and 2005 are compared in the table 5.3. The results

indicate that contribution levels were relatively stable over time. It

is noteworthy, that the contribution level as per cent of GDP fell

in Sweden by a good percentage point but as per cent of wages

the contribution level did increase somewhat.

Table 53, Pension contributions as percent of wages and GDP (2000 & 2005)

Contributions as percent of

Contributions as percent of wages

GDP
2000 2005 2000 2005
Denmark 13.1 13.96 26.8 28.67
Finland 13.0 12.82 34.6 32.76
Norway - 9.86 - 28.70
Sweden 14.9 13.75 335 33.96

Source: Vidlund and Bach-Othman (2008).



6. Public pension expenditures 2000-2040

Table 6.1 presents data on public pension schemes in the
Nordics. Historical data as well as the projected figures are from
EU-commission Ageing-working group 2012 exercise. All the
monetary figures are in current prices and expressed in Euros.
From each country we first present information on GDP, public
pension expenditures, number of pensioners and population. Then

the following relative values are studied:

1. Pensioners per population. The share of the pensioner
population was approximately 1/5 or 1/4 and it did increase in
each country during 2000 - 2010 except in Norway. There it

was in practice stable.

2. Pensioners per population over 64 years old. Currently in
each country the number of pensioners is approximately 40 per
cent higher than the number of over 64 years old population. It
is expected that this share decreases in each country, in
particular in Denmark. So far only Finland has experienced

clear decline in this share.

3. GDP per capita is the traditional and well founded income

measure. This will be applied later on.

4. Pension expenditure as per cent of GDP. Public pension



Rl
Jhu

expenditures are the highest in Finland when compared to the
GDP. This is line with earlier observations concerning the
pension contributions. Sweden and Denmark expect only a
modest increase in their pension expenditures compared to GDP

during decades to come.

5. Pension expenditure per pensioner measures how much an
average pensioner collects benefits from the public pension
scheme. This is a measure of the level of the public pensions.
One should note however that occupational pensions and

personal pensions are excluded.

6. “Relative benefit %” is pension expenditure per pensioner
divided by GDP per capita. It gives some indication over how
generous the public pension scheme is compared to the general
income level of the country. Due to the 2009 recession both the
pension expenditure as per cent of GDP and the relative benefit
level did increase in each country. The projection indicates that
the relative generosity of the public pensions will decline in

Sweden and in Norway.

The data in the table 6.1. can be interpreted as follows. Ageing
creates pressures to pension expenses. All the Nordics have
reformed their pension systems. Despite the reforms the population
ageing is projected to increase the pension expenses in Finland

and in Norway. In contrast the public pension expenditure



compared to GDP is projected to be relatively stable Sweden and
in Denmark. The strategy in Denmark is to limit the entry to the

retirement while Sweden aims to limit the benefit levels.
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