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Demographic and economic transitions: relevance for
intergenerational transfers
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Pension systems confront three distinct problems, with different
relevance and combinations depending on region, level of
development and stage and of the demographic transition.

In many parts of the world pension systems remain narrow in scope with huge problems of
coverage. As societies age, this will create a large group of vulnerable people in the elderly
population.

A second problem is that of sufficiency of the entitlements. While population coverage may be
larger, in some cases such coverage is of dismal quality and pension values are absolutely
inadequate to provide a reasonable safety net in old age.

Finally, many pension systems face actuarial and financial sustainability issues, requiring large
transfers from general revenue and placing a heavy burden through taxes and social security
contributions on the active population.




Pension and Retirement Income Systems

Basic non contributory Mandatory (income Voluntary (income
(adequacy) replacement) replacement)

Universal
flat rate

minimum Ll
guranteed guranteed

Resource tested

flat rate
ml Basic flat rate

Sliding by

earnings or

resource tested

= Points

Notional
Accounts



Old age spending asa % of GDP
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Key elements to be considered for sustainability in
PAYG contributory DB systems
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Transferencias intergeneracionales
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Relative gini drop after taxes and transfers

Spending on family benefits, old age and impact on
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Pension modelling results: Mexico
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Pension modelling results: Chile

1 Do

Gross relative pension level

Basic/supplement

Gross replacement rate

0

02% 050 075 100 1.2 150 1% 200 0
Individual earnings, proportion of average earnings

1.25

1.00

0.%

050

0.25

0

026 0580 075 100 125 150 175 200

Individual earnings, proportion of average earninds



25

2.0

15

10

05

Austria

Pension modelling results: Austria
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Pension modelling results: Greece
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Pension modelling results: Italy
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Pension modelling results: Ireland
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