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I Intredulction 2: Olojectivies

% Pensions account for a major income source Prestaciones sociales y Cotizaciones (miles de Euros)

o ; * Analyze the structure and the current situation of the Spanish pension system.
of a significant part of the population.

180.000.000,00

160,000

* Provide an estimation of both the expenditure and revenue level in 2050 if the system

« Three main implications: social, economic o remains unchanged.

and moral effects.
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* Determine the most significant factors affecting both expenditure and revenue levels.

% In Spain, since 2010, social contributions are Elucidate how factors affecting both expenditure and revenue are expected to change in
50000.00000
outweighed by social expenses. 2050.
60.000.00000

* Determine the variables affecting these factors in turn.

40.000.000,00

** The causes are, mainly demographic factors

. * Provide some policy recommendations in order to face the expected situation.
and the very design of the system. policy p
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<+ Does not seem feasible in the long-term.
3 Viethodelogy:
. . 1. Estimation of variables Z taking time (1 year unit) as regressor
Equation 1: Expected Expenses Equation 2: Expected revenues . . . 3 (Ly . ) g |
using linear regression models. Forecast of variables Z obtained
for 2050.
VariableY |°® Expenses . o
Revenues P=Bo+Br*xy+ -+ Pprxy+e
Number of - ~| 2. Estimations of variables X using variables Z as regressors
. umber or pensioners
pe * NAWRU conducted through ARIMA models.
* Average pension * Contributors
Variables X |« Life expectancy . Firms
! e ' /
*  Average effective « Average wage yt=I+ay',  +-+ay tpt BotBaxxnte t+0ie 1+ +05e
retirement age Y
N - 3. Forecast of variables X using known Z values.
X . A . . X Demand Expectations * Early school leaving
+ Total populatlon.. : \verage Income per consumption unit Foreign direct investment * Competitive Index (SCOI’E] i X X . X
* Dependency Ratio Replacement Rate + Total population « Logistics Index (score) 4. Estimations of variables Y using variables X as regressors
Variablesz |* Mortality ratio *  Health Public Expenditure « Activity rate *  Household’s consumption conducted using ARIMA models.
* GDP growth. e Net average income per person -+ Average populationage * Productivity per worker per hour
" Average contribution * - Working fe + Fertility rate * % fulltime workers 5. Forecast of variables Y using known X values
L y rate (general regime) + GDP growth % of population with tertiary education ’ J ’

AR ReEs s

EL: Expenses | N° Retirees E1: Expenses | Life Expectancy

E2: Revenues | N° contributors
asionbenefit Coef. StEcc  tvalie  pvalne Taterval Coef StEce  tvalie pvaie Revenue Coek. StEcr  tvalne pvalme  [95% Conf Taterval]
575 708 506 3397 Tifeespectancy 16171866 87534674 1847 contribtors 6713 1681 B 0 3419 10.007
82603178 21243482 389 0 -40966719 Constant 1212409 70856794 -17.10 [ Constant 23968828 36477806 -0.66 511 95464013 47526357
L 012 8176 4 955 1.002
Mean dependent var SD dependent var Mean dependent var 98248019.906 29199748.078
Numbe of obs Number of obs 25 341319 95168621.403
Prob > chi2 Prob 0000 865.158 2

0.000

E1: Expenses | Average Pension E2: Revenues | N° contributors, Avg Wage
R 3 tvalue  pvalie Sig Revenues Coef. StErz twalne  pvalie

averagepension 16: 9.99 contabutors 10.777 1307 825 E2: Revenues | N° firms

Constant -897673 3 8 -0.96 335 averagewage 10561.063 2085.178 5.06 o Revenue: Coef. StEzs t-valne p-valie [95% Conf Interv

L 857 16 5.36 0 Constant -3.819¢e+08 60893040 -6.27 o -5.012¢+08 -2.625¢+08 m: 61.742 10.266 6.01 8

96289640 32381316 -297 003

Mean dependent var 100917820225 SD dependent var Mean dependent vac 95910136.427 16874716.374 2! 237 347 001

Numbez of obs 26 Chi-square Number of ob: 20 94.962

Prob > chi2 0.000 _Akaike csit. (AIC] Prob > chi2 0.000 692.850 Mean dependent var 95168621403 SD dependent var

=0 %, Mok 2 -
Prob 0.000 .\km)i csit. (AIC)

E1: Expenses | Effective Retirement Age E2: Revenues | NAWRU d i

T e Coet S e st T ot T T Tl S

D 11814660 1969465.3 6.00 nawm -4645365 1390163 34 001 -1920695.7 E2: Revenues | Avg Wage

Constant 5964105.4 13637404 437 [ Constant 1.616e+08 30176364 5.36 o 2208e+08 Revenues Coef. t-value p-value Ss

L 64 142 452 ] 1.694 151 1120 0 1.991 averagewage 10471.133 1 o e

L 732 158 462 (] L2 -712 151 -4.70 o -415 Constant -1.918e+08 236 018

Mean dependent var 5806343.841 SD dependent vac 2812681.891 Mean dependent var 89078465798  SD dependent vac 25631741.580 Mean dependent var 95910136427 SD dependent var 16874716.374

Number of obs 15 mace 123.111 Number of obs 27 4879.146 ‘Number of ol 20 13.050

Prob > chi2 0000 Akaike cat. (AIC 477.962 Prob 0.001 894731 0.000 720.801

o o o

Si Felfecasits ©: Conclusion anel Policy recomEheRtions

Expected Expenses: [84,514,669,000 €; 796,231,489,000 €]. Mean: 354,747,105,000 €. A deficit is expected for 2050, expenses are to significantly outweigh revenues in the Spanish

pension system. Measures will have to be conducted to correct said imbalance.
Expected Revenues: [32,286,715,000 €; 456,786,702,000 €]. Mean: 167,597,808,000 €. Stiffening pension eligibility criteria (based on gross wage).
= Increasing the minimum age at which retirement is available minding (physically demanding
jobs).

% According to the computations; in 2050, the system will experience a deficit of

187,149,297,000 euros, and if no changes or modifications in the current system are
conducted.

% In 2021 the deficit is estimated to be of 42,197,429,000 euros; in 2050 the deficit will be
almost four times and a half greater, a 443.5% greater as a matter of fact.

= Unemployment reduction focused measures in order to reduce the unemployment related

benefits and increasing the number of contributors.

Policies allowing and easing the creation, development and settlement of firms are key to
increasing revenues (simplifying bureaucratic procedures, public accounts transparency...)



