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9. LONG-TERM PROJECTIONS OF PUBLIC PENSION EXPENDITURE

The main driver of growing pension expenditures is
demographic change. The projections shown opposite are
derived either from the European Commission’s The
2015 Ageing Report – which covers the EU28 members plus
Norway – or from national projections or from Standard
and Poor’s Global Ageing 2013 report. In the main table,
data are presented forwards to 2060 for those countries
where the figures are available. However, since the horizon
is 2050 for ten OECD countries and all the other major
economies this is the main comparison in the table. In the
case of Australia the latest projections are made until 2055.

Long-term projections are a crucial tool in planning
pension policy: there is often a long time lag between when
a pension reform occurs and when it begins to affect public
pension expenditure. There are some differences in the
range of different programmes covered in the forecasts,
reflecting the complexity and diversity of national retire-
ment-income provision. For example, data for a number of
countries do not include special schemes for public-sector
workers while in others they are included. Similarly, projec-
tions can either include or exclude spending on resource-
tested benefits for retirees. The coverage of the data also
differs from the OECD Social Expenditures Database (SOCX),
from which the data on past spending trends in the
previous two indicators were drawn. The numbers
for 2010-15 may differ between the SOCX database and the
sources used here because of the different range of benefits
covered and the definitions used.

Nevertheless, the figures do reveal broad trends.
Pension spending is projected to grow from 9% of GDP
to 10% of GDP by 2050 on average across all OECD countries.
In the EU28 it is projected to remain stable around 11-12%
throughout the entire period. This would be a significant
achievement given the demographic change throughout

the time period. The indicator of the “Old-age dependency
ratio” in Chapter 7 shows an 80% increase in the demo-
graphic dependency ratio, the number of people above the
age 65 per 100 people aged between 20 and 64 from today
until 2050. Cuts in benefits for future retirees, through
lowered indexation and valorisation or benefit formulae,
together and with increases in the age at which individuals
first can claim pension benefits, will reduce growth in
public pension expenditure.

Public pension expenditure is expected to increase in
22 OECD countries by 2050. In two countries, Turkey and
Korea, pension spending would increase considerably, by
more than 10 percentage points of GDP by 2050. However,
the increase is from a low base. In the case of Korea this
rapid increase reflects both the ageing process and the
relative immaturity of the pension system. In Belgium,
public spending is projected to rise further: from above the
OECD average at 12% of GDP, to 15% of GDP by 2050. In
Slovenia, spending will increase from 12% of GDP in 2010-15
to 16% in 2050.

As in the OECD, long-term public pension spending is
expected to increase significantly in all major economies
but India. Most notably in Brazil where pension expenditure
will grow from 9% currently and reach 17% of GDP by 2050.

Further reading

European Commission (2015), The 2015 Ageing Report: Economic
and budgetary projections for the 28 EU Member States
(2013-2060), Publications Office of the European Union,
Luxembourg.

Standard and Poor’s (2013), Global Aging 2013: Rising To The
Challenge.

Key results

Public spending on pensions has been on the rise in most OECD countries for the past decades, as shown by the
previous two indicators. Long-term projections show that pension spending is expected to go on growing in
20 OECD countries and fall in 13 OECD countries where data are available. On average pension expenditure is forecast
to grow from around 9.0% of gross domestic product (GDP) in 2010-15 to 10.1% of GDP in 2050.
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Chapter 10

Private pensions and public pension
reserve funds

The range of indicators of private pensions and public pension reserves follows the
format of the last edition of Pensions at a Glance.

The first of these seven indicators looks at the proportion of the working-age
population covered by private pensions. It distinguishes between mandatory, quasi-
mandatory and voluntary schemes and between occupational provision, through an
employer-provided or industry-wide scheme, and personal provision, arranged by
an individual with a pension provider.

The institutional structure of private pensions is examined next. This shows the type
of vehicle that is used to provide pensions, distinguishing between pension funds,
book reserves and insurance contracts. This indicator also examines pension types,
split between defined benefit, defined contribution and mixed or hybrid schemes.

The third indicator reports assets in private pensions and public pension reserves
for 2013. The way these assets are invested is explored in the fourth indicator. There
then follows an analysis of the investment performance of private pensions and
public pension reserves in 2012 and 2013.

The sixth indicator looks at operating expenses of private pension schemes and the
fees charged to pension members in selected defined contribution plans.

The final indicator focuses on defined benefit funding ratios, which are presented
for 2012 and 2013.

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authorities. The
use of such data by the OECD is without prejudice to the status of the Golan Heights, East Jerusalem and Israeli
settlements in the West Bank under the terms of international law.
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