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Appendix A.1: Demographic perspectives
Demographic projections for the baseline scenario have been prepared using data on total population (differentiated by gender and single years of age) for 2013 provided by Eurostat (2014). They are based on cohort-wise, year-by-year projections using the following assumptions.

· The total fertility rate remains constant at 1.5 (children per woman) throughout the projection period

· Life expectancy at birth goes up to 87.6 years for females and 82.7 years for males until 2060 (year-2013 figures are 80.7 and 74.0 years, respectively)

· Net immigration is zero throughout the projection period

Given the uncertainties about any of these determinants of future demographic trends, alternative projections are also made, introducing the following changes against baseline assumptions.

· Total fertility rate: ( 0.3 children until 2060 (in a continuous process)

· Life expectancy at birth: ( 3 years for both females and males in 2060

· Net immigration: ( 5,000 per year throughout the projection period

Of the 3 ( 3 ( 3 = 27 variants that are obtained combining any of these assumptions, two are considered to be particularly interesting. The old population scenario is based on assumptions implying declining fertility, a strong increase in life expectancy, and negative net migration. The young population scenario is based on assumptions implying increasing fertility, a weak increase in life expectancy, and positive net migration. Simulations for total population and old-age dependency for all 27 scenarios are shown in Figures A.1 and A.2. The two extreme variants are highlighted, like the baseline scenario, in Figure A.2.
Figure A.1: Total population (2000–2065)
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Sources: Eurostat (2014); own calculations.

Figure A.2: Old-age dependency ratio (2000–2065)
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Sources: Eurostat (2014); own calculations.

Appendix A.2: Results of long-term projections
Table A.1: Selected results for the baseline scenario (2010–2060)
	
	2010
	2020
	2030
	2040
	2050
	2060

	Total population (1,000s)
	4,303
	4,190
	4,043
	3,852
	3,637
	3,419

	Old-age dependency (%)
	26.7
	32.3
	39.7
	44.4
	50.5
	55.1

	Labour force (1,000s)
	1,752
	1,755
	1,696
	1,679
	1,535
	1,403

	Employment (1,000s)
	1,523
	1,487
	1,439
	1,416
	1,295
	1,184

	Unemployment rate (%)
	11.7
	14.4
	14.4
	14.8
	14.8
	14.7

	Labour productivity (( % p.a.)
	–1.2
	1.3
	1.9
	2.1
	1.9
	1.7

	Real GDP (( % p.a.)
	–1.7
	1.2
	1.4
	1.3
	1.0
	0.8

	Real interest rate (% p.a.)
	5.4
	3.0
	3.0
	3.0
	3.0
	3.0

	Inflation rate (% p.a.)
	0.8
	2.0
	2.0
	2.0
	2.0
	2.0

	Pensioners (1,000s)
	1,523
	1,487
	1,439
	1,416
	1,295
	1,184

	Support ratio
	1.27
	1.23
	1.16
	1.19
	1.10
	1.04

	Total contrib. rate (% wages)
	20.0
	20.0
	20.0
	20.0
	20.0
	20.0

	Current cost rate (% wages)
	30.0
	29.7
	28.3
	24.6
	23.1
	21.9

	2nd-pillar allocation (% wages)
	5.0
	5.0
	5.0
	5.0
	5.0
	5.0

	1st-pillar expenditure (% GDP)
	10.8
	9.9
	9.3
	7.9
	7.2
	6.8

	State subsidy (% GDP)
	5.0
	3.9
	3.3
	1.8
	1.2
	0.8

	Public debt (% GDP)
	57.0
	100.9
	128.5
	140.1
	154.1
	170.4

	2nd-pillar expenditure (% GDP)
	0.0
	0.1
	0.6
	1.3
	2.0
	2.5

	2nd-pillar funds (% GDP)
	11.1
	31.1
	50.1
	62.5
	74.8
	84.4

	Average benefit level (% wages):
	
	
	
	
	
	

	   1st pillar
	31.6
	29.8
	26.6
	23.4
	20.0
	17.6

	   1st + 2nd pillar
	31.6
	30.3
	29.1
	28.1
	26.9
	25.5

	Notes: Results reported for the years from 2020 onwards are a projection, based on many assumptions explained in the text, never a prognosis. – Definitions: old-age dependency is measured based on the population groups aged 65+ and 15–64; the unemployment rate is measured as a percentage of the total labour force; the real interest rate relates to domestic government bonds; the support ratio is the number of active workers covered by the pension system divided by the total number of beneficiaries; total contribution rate and current cost rate both include the second-pillar allocation; in addition, the current cost rate measures the contribution rate (as a percentage of taxable wages) that would balance the budget of the first-pillar scheme; public debt is projected interpreting changes in state subsidies to the first pillar as changes in the primary deficit; the average benefit level is assessed relating average old-age pensions to average taxable wages, both gross of taxes and social insurance contributions.


Sources: Actual 2010 data are taken from Eurostat (2014), the EU-DG ECFIN’s (2015) AMECO database, HZMO (2015) and HANFA (2015a) as indicated in the text; projected data from 2020 onwards are based on own calculations.
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