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According to 

Whitehouse (2007), the 

average male life 

expectancy at age 65 

is expected to increase 

from 15.1 to 18.5 in 

the OECD countries, 

and that of females 

from 18.7 to 22.2 in 

50 years.

More in developing 

world!
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The degree of uncertainty in forecasting 

social budgets (pensions, health care)

 Population projections: stable

 Labour supply projections: highly uncertain

 Economic growth forecast: highly uncertain
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Source: Author’s calculations based on the Praxis pension model



“Depoliticise the management of the Defined 

Benefit PAYG system by adopting measures 

with a long-term planning horizon, which will 

bring about greater intergenerational 

fairness and re-establish the equilibrium, 

sustainability or financial solvency of the 

system.”

Vidal-Melia, Boado-Penas & Settergren (2009)
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Healthy ageing

Demand for (elderly) labour force

0 migration



1) Indexing pensions for life-expectancy

2) Linking the retirement age to life 

expectancy

3) Linking pension to the change in the 

number of pensioners (2015-2050)

4) Linking the retirement age to the 

ratio of pension period over working 

period

5) Adjusting pensions to the difference 

in long-term pension system financial 

balance (2015-2050)



1) manipulating the inputs of the Praxis 

pension model (e.g. changing the 

retirement age)

2) manipulating the outputs of the 

Praxis pension model (e.g. 

manipulating the pension 

expenditure)



1) Financial indicator (Annual deficit/ surplus)

2) Pension level indicator (replacement ratio)







 Scenario 1: No cuts in pensions

 Scenario 2: Everyone will retire at 65 - cuts



 Base scenario ≈ scenario 1 (no cuts)

 Scenario 2: Cuts in pensions

















Individual: France (2003) pension 

reform: the required number of years 

of contributions to get a full pension 

will be linked to life expectancy after 

2012 (40:20). 

Collective: UK (2005) Lord Turner 

Committee: the ratio of working years 

to retirement years would be constant 

from 2020 after increasing the unisex 

retirement age to 65.











 Settergren (2001):

„the Swedish pay-as-you-go pension system has 

been designed to be financially stable, i.e. 

regardless of demographic or economic 

development it will be able to finance

its obligations with a fixed contribution rate 

and fixed rules for calculating benefits.”









THE PENSION SYSTEM IS FINACIALLY 

SUSTAINABLE IN THE LONG RUN

INCREASING PENSION AGE IN LINE WITH 

LIFE EXPECTANCY IS VERY EFFECTIVE 

TOOL AGAINST AGEING POPULATION

INDEXING IS LESS EFFECTIVE TOOL

BUT: TECHNICAL VERSUS POLITICAL 

POSSIBILITES



QUESTIONS?


