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Introduction 

As a result of discussions held on the 9th and 10th June 2014 in Brasilia with officials from the 

Tribunal de Contas des Uniao, it was agreed that the four selected European Union 

countries would be Portugal, Greece, Poland and Hungary. 

While there are a number of other pension models that could have been looked at, these 

four countries were selected on the basis of the following principles: 

1. They all spend more than the EU average level of pension spending as a 

percentage of GDP, and therefore face financial pressures to reform. 

2. They all had initially Bismarkian type pay-as-you-go defined benefit pension 

systems similar to the one in Brazil. 

3. They have all enacted considerable reforms in recent years. 

4. While two countries were severely affected by the recent economic crisis, and 

carried out significant fiscal consolidation (including by modifying their pension 

systems), Poland and Hungary were much less affected but still opted to reform. 

5. These countries include examples of various reforms, ranging from simple 

parametric changes, the introduction of a notionally defined contribution system, the 

establishment of a mandatory private pension contribution, the renationalisation of 

the latter and the adoption of automatic stabilisers.  

Besides looking at these four countries, the report will also outline the social policy 

coordination process adopted by the European Commission and EU Member States, 

including joint exercises to project future spending on pensions and developments in 

pension adequacy. 
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Topic 1: Economic and demographic structure 

Main question: What are the most important macroeco nomic indicators that 

allow us to compare Brazil to EU countries? 

Question 1.1: What is the age structure of the selected countries? What is the life 

expectancy at the age of 65? What is the dependence ratio? What is the average 

age of the population? Describe the birth rate. 

Between them, the four countries had in 2013 a population of 70 million, or 14% of the EU. 

They have seen different long term population growth rates, with Hungary having a slightly 

lower population compared to 1960, and Portugal, Greece and Poland seeing increases of 

19%, 30% and 33% respectively, against an EU average of 25%). However since 2000, they 

all had much lower growth than the EU average. 

Table 1: Population by age  

Less than 15 years of age 

 1960 1980 2000 2010 2012 2013 
Greece 2,057,585 2,212,556 1,694,556 1,637,495 1,629,720 1,622,022 

Hungary  2,529,453 2,341,173 1,729,248 1,476,856 1,440,290 1,430,865 
Poland 9,798,300 8,549,596 7,581,925 5,782,777 5,818,977 5,796,614 

Portugal  2,592,890 2,534,050 1,691,266 1,617,993 1,572,900 1,550,201 

Aged between 15 and 64 years 

 1960 1980 2000 2010 2012 2013 
Greece 5,466,683 6,114,866 7,413,580 7,431,963 7,302,140 7,214,352 

Hungary  6,541,330 6,918,844 6,961,322 6,873,985 6,815,721 6,776,258 
Poland 17,976,000 23,253,504 26,037,307 27,223,082 27,394,455 27,248,972 

Portugal  5,543,730 6,094,040 6,914,880 7,025,090 6,961,852 6,904,482 

Aged 65 years and more 

 1960 1980 2000 2010 2012 2013 
Greece 776,131 1,256,762 1,795,621 2,114,058 2,191,174 2,226,134 

Hungary  890,261 1,449,446 1,531,074 1,663,483 1,675,914 1,701,675 

Poland 1,705,600 3,610,334 4,644,071 5,161,470 5,325,015 5,487,713 
Portugal  689,420 1,085,480 1,642,876 1,930,396 2,007,646 2,032,606 

 

Source: Eurostat 
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Table 1 provides information on the population by broad age group in the four countries 

since 1960. Two trends are immediately evident. Those aged less than 15 years have 

declined very sharply in the last fifty years. On the other hand, those aged above 65 years 

have increased quite substantially. In all countries except for Poland, in 2013 there were 

more people aged above 65 years than there were people aged below 15 years. This is very 

different to the situation in 1980, when there were twice as many young persons than there 

were elderly. 

Another interesting feature is the fact that the proportion of women in the population’s age 

structure differs (see Table 2). Women live longer than men, though in Portugal and Greece, 

over time the share of men in the older age bracket appears to be rising. 

Table 2: Proportion of women (%) in population by age  

Less than 15 years of age 

 1960 1980 2000 2010 2012 2013 
Greece 48.5 48.4 48.4 49.0 48.9 48.8 

Hungary  49.0 48.5 48.8 48.7 48.7 48.7 
Poland 48.9 48.8 48.8 48.7 48.7 48.7 

Portugal  49.2 49.0 48.6 48.8 48.8 48.8 

Aged between 15 and 64 years 

 1960 1980 2000 2010 2012 2013 
Greece 51.8 51.0 49.8 50.0 50.1 50.2 

Hungary  52.0 50.9 51.0 50.7 50.6 50.6 
Poland 52.3 50.6 50.4 50.3 50.2 50.2 

Portugal  52.5 51.7 50.9 51.1 51.2 51.3 

Aged 65 years and more 

 1960 1980 2000 2010 2012 2013 
Greece 58.8 55.4 55.3 55.8 55.7 55.7 

Hungary  58.1 59.5 62.7 63.4 63.1 62.9 
Poland 62.1 61.2 62.2 62.3 62.1 61.8 

Portugal  60.5 59.7 58.4 58.5 58.6 58.6 

 

Source: Eurostat 

Table 3 sets out the difference in life expectancy between men and women in these four 

countries. The gap is the highest in Poland (4.5 years) and lowest in Greece (2.9 years). 
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Table 3: Life expectancy  

At the age of 65 (in years) 

Total 

 1960 1980 2000 2010 2011 2012 
Greece : 16.2 17.5 19.7 19.8 19.6 

Hungary  13.2 13.3 15.1 16.5 16.6 16.5 
Poland : : 15.8 17.6 17.9 17.9 

Portugal  13.6 14.7 17.4 19.3 19.9 19.6 

Men 

 1960 1980 2000 2010 2011 2012 
Greece : 15.2 16.2 18.2 18.2 18.1 

Hungary  12.3 11.6 13.0 14.1 14.3 14.3 
Poland : : 13.5 15.1 15.4 15.4 

Portugal  12.3 13.1 15.4 17.2 17.8 17.6 

Women 

 1960 1980 2000 2010 2011 2012 
Greece : 17.0 18.7 20.9 21.2 21.0 

Hungary  13.9 14.7 16.7 18.2 18.3 18.1 
Poland : : 17.5 19.5 19.9 19.9 

Portugal  14.5 16.1 19.1 21.0 21.6 21.3 
 
 

At birth (in years) 

Total 

 1960 1980 2000 2010 2011 2012 
Greece : 75.3 78.2 80.6 80.8 80.7 

Hungary  68.1 69.1 71.9 74.7 75.1 75.3 
Poland : : 73.8 76.4 76.9 76.9 

Portugal  64.0 71.5 76.8 80.1 80.7 80.6 

Men 

 1960 1980 2000 2010 2011 2012 
Greece : 73.0 75.5 78.0 78.0 78.0 

Hungary  65.9 65.5 67.5 70.7 71.2 71.6 

Poland : : 69.6 72.1 72.6 72.7 
Portugal  61.1 67.9 73.3 76.8 77.3 77.3 

Women 

 1960 1980 2000 2010 2011 2012 
Greece : 77.5 80.9 83.3 83.6 83.4 

Hungary  70.2 72.8 76.2 78.6 78.7 78.7 
Poland : : 78.0 80.7 81.1 81.1 

Portugal  66.7 74.9 80.4 83.2 83.8 83.6 
 
 
Source: Eurostat 
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Looking more broadly, two countries, Portugal and Greece have either a higher or the same 

life expectancy at 65 as the EU average (17.7 for men and 21.1 for women). On the other 

hand, life expectancy in Poland and Hungary lags behind that in the EU. In all countries, 

however, there has been a very rapid increase in longevity; particularly since 2000. In terms 

of projections, by 2060, life expectancy at 65 for men is expected to be 23, 21, 21 and 22 for 

Greece, Hungary, Poland and Portugal (25 for women in all countries). Hungary and Poland 

face the sharpest increase, higher than the EU average (5 years). 

The countries being studied have a fertility rate below the EU average (1.58) and below the 

rate which would keep the population constant. This situation has developed since 1980 

(Table 4), and projections suggest fertility rates will improve marginally (by 0.1) by 2050.  

Table 4: Total fertility rate (in number of children)  

 1960 1980 2000 2010 2011 2012 
Greece 2.23 2.23 1.27 1.51 1.58 1.34 

Hungary  2.02 1.91 1.32 1.25 1.39 1.34 

Poland : : 1.37 1.38 1.26 1.30 
Portugal  3.16 2.25 1.55 1.39 1.30 1.28 

 
Source: Eurostat 

Greece and Portugal have a higher old age dependency ratio than the EU average (which in 

2013 stood at 27.5%), Hungary is slightly below while Poland has relatively younger 

population structure at present (see Table 5). This reflects the fact that the decline in fertility 

occurred earlier in the Mediterranean countries. 

Table 5: Old age dependency ratio (those aged 65 and above divided by those aged 

15 to 64 years)  

 1960 1980 2000 2010 2012 2013 
Greece 14.2% 20.6% 24.2% 28.4% 30.0% 30.9% 

Hungary  13.6% 20.9% 22.0% 24.2% 24.6% 25.1% 
Poland 9.5% 15.5% 17.8% 19.0% 19.4% 20.1% 

Portugal  12.4% 17.8% 23.8% 27.5% 28.8% 29.4% 
 

Source: Eurostat 
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In terms of projections, by 2060 the old age dependency ratio is expected to rise to 62%, 

63%, 71% and 62% for Greece, Hungary, Poland and Portugal, respectively. The EU 

average will be 58%. So by 2060, all of these countries will be older than average.  

Similar trends emerge when looking at Table 6 which shows data on the median age of the 

population in these four countries. Note that the median age in the whole of the EU is 41.9 

years. There has been a dramatic ageing of the population in Portugal.  

Table 6: Median age of the population (in years)  

 1960 1980 2000 2010 2012 2013 
Greece 31.2 34.0 38.1 41.1 42.0 42.4 

Hungary  32.0 34.3 38.5 39.8 40.8 41.1 
Poland 26.4 29.4 35.1 37.7 38.4 38.7 

Portugal  27.8 30.4 37.5 41.2 42.1 42.6 
 

Source: Eurostat 

Another demographic factor to consider is migration. Since the crisis, there has been 

significant net migration out of most of these countries. For instance, just in 2013, Greece 

lost 0.5% of its population while Portugal lost 0.3%. Before the crisis, these countries had 

substantial net inward migration. The population projections used to derive the old age 

dependency ratios above assume that this trend is reversed and that all countries, except 

Poland, start getting an increase of 0.3% of their population in net inward migration.  
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Question 1.2: What is their average level of education/income/occupation (most 

recent)? Measure of labor participation (by gender), number of people working, types 

of work (full-time or part-time), inequality of income, Gini coefficient, the highest 

degree obtained (or years of study). 

Labour participation rates differ significantly across these countries (see Table 7). Portugal’s 

labour participation rate is above the EU average of 71.9%, while that in Hungary is 

significantly below. The key differences are to found among participation rates among 

women, with Greece having a participation rate of 58% against 70% in Portugal. 

Participation rates have been increasing in all countries. 

Table 7: Labour participation rate (%) – ages 15 to 64   

Total 

 1990 2000 2010 2012 2013 
Greece 59.1 63.9 68.2 67.9 68.0 

Hungary  : 59.9 62.4 64.3 65.1 
Poland : 66.1 65.3 66.5 67.0 

Portugal  68.8 71.1 74.0 73.9 73.6 

Men 

 1990 2000 2010 2012 2013 
Greece 76.8 77.6 78.9 77.4 77.4 

Hungary  : 67.6 68.3 70.5 71.7 
Poland : 71.8 72.1 73.3 73.9 

Portugal  81.4 78.7 78.2 77.9 77.1 

Women 

 1990 2000 2010 2012 2013 
Greece 42.6 50.6 57.6 58.4 58.5 

Hungary  : 52.5 56.7 58.3 58.8 

Poland : 60.5 58.5 59.7 60.1 
Portugal  57.1 63.7 69.9 70.1 70.2 

 

Source: Eurostat 

By contrast, as shown in Table 8, employment rates have fallen significantly in recent years 

in Portugal and Greece as a result of the sovereign debt crisis. All countries have 

employment rates below the EU average of 64%, but in Poland and Hungary the 

performance of the labour market in recent years has been better than in the rest of Europe. 
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Table 8: Employment rate (%) – ages 15 to 64   

Total 

 1990 2000 2010 2012 2013 
Greece 54.8 56.6 59.6 51.3 49.3 

Hungary  : 55.9 55.4 57.2 58.4 
Poland : 55.1 58.9 59.7 60.0 

Portugal  65.5 68.2 65.6 61.8 61.1 

Men 

 1990 2000 2010 2012 2013 
Greece 73.4 71.7 70.9 60.6 58.4 

Hungary  : 62.7 60.4 62.5 64.3 
Poland : 61.2 65.3 66.3 66.6 

Portugal  78.6 76.2 70.1 64.9 64.0 

Women 

 1990 2000 2010 2012 2013 
Greece 37.5 41.8 48.1 41.9 40.1 

Hungary  : 49.4 50.6 52.1 52.8 
Poland : 49.3 52.6 53.1 53.4 

Portugal  53.3 60.5 61.1 58.7 58.2 

 

Source: Eurostat 

Looking forwards, the European Commission forecasts that the participation rate in Greece 

should improve by 4 percentage points by 2060, and by 4.7 percentage points in Hungary. 

Portugal and Poland are expected to have much smaller increases, 2.6% and 1.4% 

respectively. 

The employed population aged 15 to 64 in these countries totals 27 million, or 12.7% of the 

EU total. Of these, 5 million are self-employed. The highest rate is in Greece, where nearly a 

third of those employed are self-employed. Note that the EU average was 14.4% in 2013.  

Table 9: Self-employment rate (%) – ages 15 to 64   

 1990 2000 2010 2012 2013 
Greece 33.6 31.4 29.6 31.4 31.9 

Hungary  : 14.4 11.7 10.9 10.4 
Poland : 21.8 18.7 18.4 18.1 

Portugal  23.8 20.3 17.5 16.8 16.9 

 

Source: Eurostat 
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The proportion of part-time employment in these four countries, though it has been 

increasing over the years, is still below the EU average (19.5%).  Most part-timers (around 

two-thirds across these countries) are women. 

Table 10: Proportion of the part-time in workforce (%) – ages 15 to 64   

 1990 2000 2010 2012 2013 
Greece 3.6 4.4 6.2 7.6 8.2 

Hungary  : 3.4 5.5 6.6 6.3 
Poland : 9.3 7.7 7.2 7.1 

Portugal  5.0 8.1 8.4 11.0 10.9 
 

Source: Eurostat 

The Greek workforce seems to be equally divided into three groups of workers – those 

educated up to lower secondary, those educated up to post-secondary level and graduates. 

The Portuguese workforce includes a very substantial amount of persons who leave school 

after lower secondary education. By contrast, most Hungarian and Polish workers leave 

school after completing post-secondary education. 

Table 11: Education status of the employed (%) – ages 15 to 64   

Up to lower secondary education (ISCED levels 0-2) 

 2000 2010 2012 2013 
Greece 42.2 32.5 28.6 27.2 

Hungary  17.3 11.3 10.8 10.5 
Poland 13.6 7.2 6.5 6.0 

Portugal  77.3 63.3 56.2 53.4 

Up to post-secondary education (ISCED levels 3-4) 

 2000 2010 2012 2013 
Greece 37.9 39.7 39.8 39.3 

Hungary  65.8 64.5 63.1 63.1 
Poland 72.6 65.6 63.9 63.0 

Portugal  12.7 19.2 22.4 24.4 

Tertiary education (ISCED levels 5-6) 

 2000 2010 2012 2013 
Greece 19.9 27.8 31.6 33.5 

Hungary  16.9 24.2 26.1 26.3 
Poland 13.9 27.2 29.5 31.0 

Portugal  10.0 17.5 21.4 22.2 
 

Source: Eurostat 
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Estimates of the size of the informal or underground economy in these countries differ. The 

European Commission1 estimates that it amounts to 19.4%, 22.5%, 24% and 24.4% in 

Portugal, Hungary, Greece and Poland, respectively. This compares to 15% across the EU.  

 

As for income inequality, Table 12 shows the Gini coefficient for these four countries. Note 

that the value for 2012 for the EU average was 30.6.  

Table 12: Gini coefficient (value 0 to 100)   

 2000 2010 2011 2012 
Greece 33 32.9 33.5 34.3 

Hungary  26 24.1 26.8 26.9 
Poland 30 31.1 31.1 30.9 

Portugal  36 33.7 34.2 34.5 
 

Source: Eurostat 

Table 13 provides information on the median equivalised disposable income of those of 

working age; adjusted for differences in purchasing power across countries. Note that the 

value for the EU average is close to €16,000. As can be expected in recent years, income in 

Greece and Portugal has declined. On the other hand, Poland and Hungary continue to 

converge towards the EU average, but remain relatively poorer than the other two nations. 

Table 13: Median equivalised disposable income of those aged 15 to 64 (euros 
adjusted for purchasing power differences)   

 2000 2010 2011 2012 
Greece 9,383 13,413 12,088 10,010 

Hungary  : 6,856 7,189 7,561 

Poland : 7,815 8,426 8,822 
Portugal  8,309 10,316 10,139 9,887 

 

Source: Eurostat 

 

                                                           
1
 http://ec.europa.eu/europe2020/pdf/themes/07_shadow_economy.pdf  



Dialogos Setoriais: Uniao Europeia, Brasil  Second Draft: External Expert report 

16 

 

Question 1.3: What were their GDP per capita (or GNP) (adapted over prices) over 

the past 10 years? 

Tables 14 and 15 set out the trend in GDP per capita in the four countries under study. Note 

that the European average amounted in 2013 to €25,500 (up from €19,000 in 2000 and 

€25,000 in 2008). Greece is the country with the highest relative income but it has seen a 

large deterioration since the crisis. On the other hand, Poland and Hungary have seen very 

spectacular improvements since they joined the European Union. 

Table 14: GDP per capita in Euros (thousands)   
 

  2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 
Greece 12.6 13.4 14.3 15.6 16.8 17.4 18.7 20.0 20.8 20.7 19.9 18.7 17.4 

Hungary 4.9 5.8 6.9 7.3 8.1 8.8 8.9 9.9 10.5 9.1 9.6 9.9 9.8 

Poland 4.9 5.6 5.5 5.0 5.3 6.4 7.1 8.2 9.5 8.1 9.2 9.6 9.9 

Portugal 12.5 13.1 13.6 13.7 14.2 14.6 15.2 16.0 16.2 15.9 16.3 16.1 15.6 

 
Source: Eurostat 

Table 15: GDP per capita in purchasing power parity (thousands)    
 

  2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 
Greece 16.0 17.1 18.4 19.2 20.3 20.4 21.8 22.6 23.2 22.3 21.6 20.3 19.5 

Hungary 10.3 11.5 12.5 12.9 13.6 14.2 14.9 15.3 15.9 15.3 16.1 16.9 17.0 

Poland 9.2 9.4 9.9 10.1 10.9 11.5 12.3 13.6 14.1 14.2 15.4 16.4 17.1 

Portugal 15.4 15.9 16.3 16.4 16.7 17.9 18.7 19.6 19.5 18.8 19.6 19.3 19.4 

 
Source: Eurostat 

In terms of projections, the Ageing Report 2012 of the Commission had forecast that over 

the period to 2060 GDP per capita in Greece would improve on average by 0.9% while that 

in Portugal would improve by 1.3%. Since the EU average was assumed to be 1.4%, this 

meant that these countries would lose relative ground. By contrast Hungary’s relative 

position would remain unchanged as it was forecast to have 1.4% average growth. Poland, 

on the other hand, should catch up significantly as it was deemed to be able to grow by 1.8% 

per annum on average.   



Dialogos Setoriais: Uniao Europeia, Brasil  Second Draft: External Expert report 

17 

 

Question 1.4: What is their inflation/unemployment rate (last 5 years)? Describe the 

relationship between unemployment and education (unemployment levels on each 

education level). 

Table 16 shows the inflation rate observed since 2000 in these four countries. Historically 

inflation has been higher in these countries than in the rest of Europe. Inflation has however 

slowed down considerably in recent years, particularly in Poland and Hungary. More recently 

(May 2014), there have been negative inflation in Greece and Portugal, 0% inflation in 

Hungary and just 0.3% in Poland. 

Table 16: Inflation (%)    
 

  2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 

Greece 2.9 3.7 3.9 3.4 3.0 3.5 3.3 3.0 4.2 1.3 4.7 3.1 1.0 -0.9 

Hungary 10.0 9.1 5.2 4.7 6.8 3.5 4.0 7.9 6.0 4.0 4.7 3.9 5.7 1.7 

Poland 10.1 5.3 1.9 0.7 3.6 2.2 1.3 2.6 4.2 4.0 2.7 3.9 3.7 0.8 

Portugal 2.8 4.4 3.7 3.3 2.5 2.1 3.0 2.4 2.7 -0.9 1.4 3.6 2.8 0.4 

 
Source: Eurostat 

As regards unemployment, with the exception of Poland, there has been a rapid increase, 

particularly in Portugal, who moved from being a low unemployment economy to having a 

rate which is higher than the EU average. The opposite trend was observed in Poland. 

Table 17: Unemployment rate (%)    
 

  2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 

Greece 11.5 10.6 10.1 9.5 10.4 10.0 9.0 8.4 7.8 9.6 12.7 17.9 24.5 27.5 

Hungary 6.6 5.7 5.6 5.8 5.9 7.2 7.5 7.4 7.9 10.1 11.2 11.0 11.0 10.3 

Poland 16.6 18.7 20.2 19.7 19.4 18.0 14.0 9.7 7.2 8.3 9.7 9.8 10.2 10.5 

Portugal 4.0 4.1 4.8 6.5 6.7 8.1 8.1 8.5 8.1 10.0 11.4 13.4 16.4 17.0 

 
Source: Eurostat 

The data in Table 18 shows very clearly that the increase in unemployment in recent years 

has affected more those with a lower level of education. 
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Table 18: Unemployment rates (%) by education status – ages 15 to 64   

Up to lower secondary education (ISCED levels 0-2)  

 2009 2010 2011 2012 2013 
Greece 9.7 12.9 18.5 26.4 30.1 

Hungary  23.4 25.3 24.9 24.9 24.2 
Poland 15.4 18.3 19.1 20.3 21.3 

Portugal  11.0 12.5 14.6 17.5 18.4 

Up to post-secondary education (ISCED levels 3-4)  

 2009 2010 2011 2012 2013 
Greece 11.0 14.5 20.1 27.5 30.9 

Hungary  9.4 10.6 10.6 10.7 10.0 
Poland 8.8 10.6 10.5 11.0 11.5 

Portugal  9.7 11.4 13.4 17.7 17.3 

Tertiary education (ISCED levels 5-6)  

 2009 2010 2011 2012 2013 
Greece 7.4 9.8 14.0 18.2 20.3 

Hungary  4.0 4.7 4.5 4.5 4.1 
Poland 4.4 5.0 5.3 5.7 5.7 

Portugal  6.5 7.2 9.3 12.0 13.1 
 

Source: Eurostat 
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Question 1.5:  Is the pension system considered adequate or inadequate in the 

country? By which standards? Specific indicators (used since 2001), average 

pension vs average income, pension and poverty, theoretical replacement rate. 

While recognised as one of the major objectives of pension policy, the EU has not adopted a 

formal definition of pension adequacy. However, specific indicators have been used since 

2001 to monitor the relative generosity of pensions and their effectiveness to reduce poverty 

and help individuals maintain their pre-retirement living standards. 

Table 19 shows the proportion of the population aged 65 and above who had an income 

equivalent to less than 60% of median disposable income. Based on this measure each 

country has set itself national targets to reduce the number of people in poverty or social 

exclusion, in order to help achieve the EU goal of reducing the numbers in poverty by 20 

million by 2020.2 Greece and Hungary have made a target of 450,000 each, while Portugal 

made a more conservative target of a 200,000 reduction. Poland wants to have a 1.5 million 

reduction. While the EU has set itself a quantified objective of reducing poverty, it has never 

defined what an acceptable proportion of poverty is. The only real way to compare countries 

is to look at those with the lowest pensioner poverty rates or else compare the country with 

the EU average. In 2013 the latter amounted to 14.5%. It is interesting to note that in Greece 

and Portugal, despite the crisis, pensioner poverty has been on a steady decline. This 

reflects the fact that disposable income fell significantly in these countries, while pension 

incomes remained stable. 

  

 

 

                                                           
2
 http://ec.europa.eu/europe2020/pdf/targets_en.pdf  
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Table 19: Pensioner poverty rate (%) – proportion of 65+ with an income less than 

60% of median disposable income   

  2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 
Greece 31.0 33.0 : 29.4 28.2 27.9 25.6 22.9 22.3 21.4 21.3 23.6 17.2 

Hungary 8.0 12.0 8.0 10.0 : 6.5 9.4 6.1 4.3 4.6 4.1 4.5 6.0 

Poland 8.0 7.0 : : : 7.3 7.8 7.8 11.7 14.4 14.2 14.7 14.0 

Portugal 33.0 30.0 : : 28.9 27.6 26.1 25.5 22.3 20.1 21.0 20.0 17.4 
 

Source: Eurostat 

Another indicator that has been adopted by the European Commission to monitor pension 

adequacy is the aggregate replacement rate. This compares the median pension of those 

aged 65 to 74 with the median income of workers aged 50 to 59. The choice of the age 

brackets is meant to reflect the income of new retirees on the one hand and the wages of 

workers approaching retirement on the other. The EU average in 2012 stood at 54%. In all of 

these countries, bar Greece, the aggregate replacement ratio is above the EU average. This 

suggests that for the average person the pension system delivers quite a good replacement 

of former income. 

Table 20: Aggregate replacement rate (%): ratio of median pension of those aged 65 

to 74 to median income of workers aged 50 to 59 years 

  2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 
Greece 48 50 49 49 40 41 41 42 45 52 

Hungary : : 61 54 58 61 62 60 59 58 
Poland : : 58 59 58 56 56 57 55 58 

Portugal : 53 60 59 47 51 50 53 56 58 
 

Source: Eurostat 

Finally, EU countries also compare their systems by looking at the replacement rate one 

would get if he were to have contributed 40 years. Across the EU, this would average 65% of 

pre-retirement income. These countries presently offer similar rates, with the exception of 

Greece which has a replacement rate higher than 100%. However note that due to reforms, 

this is expected to change dramatically, as cuts of between a quarter and a third are 
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projected to happen over the next 40 years. Younger workers face very different systems 

than those currently benefiting pensioners. While relatively speaking future pensioners in 

Hungary, Portugal and Greece could still manage to get adequate pensions (if they have a 

full contributory record), those in Poland face replacement rates below the 45% minimum 

level advocated by the International Labour Organisation. Moreover, the reforms have 

introduced significant penalties for those without a full contributory record, meaning that 

even in countries with a relatively good replacement rate on paper, once one considers the 

effective career, adequacy could have been put significantly at risk. 

 

Table 21: Theoretical replacement rate (%): pension entitlement of someone who 

contributes for 40 years always on average income 

  2010 
Greece 109 

Hungary 60 
Poland 65 

Portugal 73 
 

Source: EU Commission report on pension adequacy (2012) 
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Topic 2: Major social security benefits 

Main question: How does Brazil’s pension system com pare to EU countries’ 

systems? 

Question 2.1: What organizational structure do these countries use to grant, pay and 

control pension benefits? Does the private sector take part? 

Greece 

 

The Greek system3 is based on a public pay-as-you-go pillar. Social insurance funds are 

self-governing bodies operating under the auspices of the Ministry of Labour and Social 

Security (http://www.ggka.gr) and managed by representatives of employees, employers and 

the state in the Social Insurance Institute (http://www.ika.gr). Until the late 2000s there was a 

                                                           
3 For more details see: 

http://www.missoc.org/MISSOC/MISSOCII/MISSOCII//INFORMATIONBASE/COUNTRYSPECIFICDE

SCS/ORGANISATION/2013_01/EN/GR-Org-EN.pdf  
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lot of fragmentation by sector and by occupational categories, resulting in one hundred and 

thirty separate funds. This was gradually reduced first to thirty and now to just four. There 

are indications that though most funds have been integrated, there remain significant 

differences in schemes as applied to different independent professions. Besides this pillar, 

there are occupational-based auxiliary funds providing supplementary pensions. 

Government has established a new fund, ETEA, which aims at merging all the different 

funds, and those funds that do not accept will become occupational private pension funds. 

Hungary 

 

Hungary’s social insurance system,4 defined as pensions and health services (including the 

statutory work accident system) is supervised by the Ministry of Human Resources 

(http://2010-2014.kormany.hu/en/ministry-of-human-resources). The other benefits; namely 

unemployment, family support and social assistance; are administered separately under the 

                                                           
4 For more details see: 

http://www.missoc.org/MISSOC/MISSOCII/MISSOCII//INFORMATIONBASE/COUNTRYSPECIFICDE

SCS/ORGANISATION/2013_01/EN/HU-Org-EN.pdf  
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supervision of the Ministry of Human Resources and the Ministry for National Economy. The 

administration of social insurance benefits is done through the local branches of the Central 

Administration of National Pension Insurance (http://www.onyf.hu). Prior to 2011, it was 

mandatory for new workers to contribute to funded private defined contribution schemes but 

now all social security contributions go to the state system. The private schemes are 

supervised by the Hungarian Financial Supervisory Authority (http://www.felugyelet.mnb.hu).  

Poland 

 

As from 1999, the Polish pension system5 has two pillars. The first is administered by the 

Social Insurance Institution (http://www.zus.pl), under the guidance of the Ministry of Labour 

and Social Policy (http://www.mpips.gov.pl) while the second pillar is a mandatory fully 

                                                           
5 For more details see: 

http://www.missoc.org/MISSOC/MISSOCII/MISSOCII//INFORMATIONBASE/COUNTRYSPECIFICDE

SCS/ORGANISATION/2013_02/EN/PL-Org-EN.pdf  
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funded scheme of open pension funds managed by private investment companies 

supervised by the Polish Financial Supervision Authority (http://www.knf.gov.pl). Note that 

there is a State Fund for the Rehabilitation of Disabled Persons which looks at access to 

employment for disabled persons. This is financed separately to other benefits. Family 

benefits and unemployment insurance also do not fall under the competence of the Social 

Insurance Institute. 

Portugal 

 

In Portugal,6 the Ministry of Solidarity and Social Security (http://www.portugal.gov.pt/en/the-

ministries/ministry-of-solidarity-and-social-security.aspx) provides general supervision 

                                                           
6 For more details see: 

http://www.missoc.org/MISSOC/MISSOCII/MISSOCII//INFORMATIONBASE/COUNTRYSPECIFICDE

SCS/ORGANISATION/2013_02/EN/PT-Org-EN.pdf  
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through the State Secretariat for Solidarity and Social Security. The Social Security Institute 

(http://www.seg-social.pt) manages the social security schemes and acts as final guarantor, 

but schemes are actually managed by specific institutes. The National Pensions Centre, for 

instance, manages long term benefits while the National Centre for Protection against 

Professional Risks is responsible for the treatment of professional diseases and incapacities 

(though not accident insurance, which is provided by private firms supervised by the Ministry 

of Finance). The Institute for financial management of social security is responsible for 

management of all resources of the system.  
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Question 2.2: Are social security (pensions) policies defined nationally, by state or 

province, by the EU or by more than one organisation (overlap)? How does the EU 

manage and control the countries’ systems? Definitions on pension, social security 

and poverty. 

All EU countries are free to decide who is to be insured under their national legislation which 

benefits are granted and under what conditions. The EU however provides common rules to 

protect its citizens’ social security rights when moving within Europe (including non-member 

countries such as Iceland, Liechtenstein, Norway and Switzerland).  

As part of the Lisbon strategy (2000), EU Member States agreed to the open method of 

coordination (OMC). Under this intergovernmental method, the Member States are 

evaluated by one another (peer pressure), with the Commission's role being limited to 

surveillance. The European Parliament and the Court of Justice play virtually no part. 

The open method of coordination takes place in areas which fall within the competence of 

the Member States, such as employment, social protection, social inclusion, education, 

youth and training. 

It is based principally on: 

• jointly identifying and defining objectives to be achieved (adopted by the Council); 

• jointly established measuring instruments (statistics, indicators, guidelines); 

• benchmarking, i.e. comparison of the Member States' performance and exchange of best 

practices (monitored by the Commission). 

Depending on the areas concerned, the OMC involves so-called "soft law" measures which 

are binding on the Member States in varying degrees but which never take the form of 

directives, regulations or decisions. Thus, in the context of the Lisbon strategy, the OMC 
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requires the Member States to draw up national reform plans and to forward them to the 

Commission. 

For more details on the OMC, including its legal basis, see: 

http://europa.eu/legislation_summaries/employment_and_social_policy/social_protection/c10

140_en.htm   

Another relatively stronger EU process which is increasingly affecting pension policy is the 

process of the European Semester. This involves the Commission publishing specific 

recommendations to each Member State based on an assessment of the plan submitted by 

each Member State for sound public finances and the plan submitted by each Member State 

setting out policy measures to boost growth and jobs. 

For example the 2014 Country Specific Recommendations made to Portugal included the 

need to “develop a durable solution to ensure the medium-term sustainability of the pensions 

system by the end of 2014”. The ones for Poland specified “include farmers in the general 

pension system, starting by speeding up the creation of the system for assessment and 

recording of farmers' incomes. Phase out the special pension system for miners with a view 

to integrating them into the general scheme. Underpin the general pension reform by 

stepping up efforts to promote the employability of older workers to raise exit ages from the 

labour market”.  

 

For more details on country specific recommendations, see: 

http://ec.europa.eu/europe2020/making-it-happen/country-specific-

recommendations/index_en.htm  
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Within the four countries in question, the general rules of social security are set nationally 

and supervised centrally, but their implementation tends to occur by means of local branches 

of social security. Note however that countries who apply for economic and financial 

assistance from the EU have to conform to the policies specified in an economic adjustment 

programme. For instance, in its 2014 review of the second economic adjustment programme 

for Greece, the Commission noted the following: 

“Since 2010 substantial progress has been achieved in the reform of the pension system, 

but important challenges remain. While major steps have been taken to stabilise the system 

and make it sustainable, there is a clear need for further rationalisation of the social security 

system. The main pension system remains highly fragmented, relying on increasing 

financing from state transfer, while pension rules differ greatly across different categories of 

population. The 2012 reform of supplementary pensions has still to be implemented in full, 

while the reform of lump-sum pensions also needs to be completed. The authorities have 

committed to enhance the pension system to ensure its viability and support labour supply 

and to this end will prepare a draft comprehensive proposal on the main elements of Social 

Security Funds consolidation and harmonise contribution and benefit payment procedures 

by June 2014, to be subsequently complemented by an actuarial study of the whole pension 

system, supporting specific design and parametric improvements. These changes will be 

legislated to take effect from 1 January 2015.” 

Thus in effect countries that need financial assistance tend to lose an element of national 

sovereignty in setting social security rules. 
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Question 2.3:  Which pension benefits are currently granted in these countries? Contribution-related pensions? Old-age 

pensions? Years-of-service-related pensions? How are these benefits defined (requirements and values)? Are there special early 

or late retirement rules? 

 Greece Hungary Poland Portugal 

Basic  
Principles 

Compulsory social insurance 
scheme financed by 
contributions, covering 
employees and providing 
earnings-related pensions 
depending on contributions and 
the duration of affiliation. 
 
Various special schemes for 
different groups of the self-
employed. 
 
  

Compulsory State pension 
scheme for the active 
population financed by 
contributions with earnings-
related benefits depending 
on contributions and the 
duration of affiliation. 
 
As of 1 January 2012, 
insured persons pay a 10%-
pension contribution to the 
1st-pillar Pension Insurance 
Fund even if they are 
members of one of the 
private pension funds. 

Compulsory social 
insurance scheme financed 
by contributions covering 
the active population and 
providing earnings-related 
pensions depending on 
contributions and the 
duration of affiliation. 
Mixed system composed of 
a first pillar, financed on a 
pay-as-you-go basis, and a 
funded second pillar. 
Persons born before 1949 
are subject to the first pillar 
system only. Persons born 
after 1969 are subject to the 
new, mixed system. Those 
born between 1949 and 
1968 could choose whether 
to remain in the old or to 
join the new. Special 
schemes for policemen, 
soldiers, prosecutors, 
judges. 

Compulsory social 
insurance scheme 
financed by 
contributions 
covering the active 
population with 
earnings-related 
pensions depending 
on registered 
earnings and the 
duration of 
contribution career. 
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 Greece Hungary Poland Portugal 

Qualifying period 15 years of insurance or 4,500 
working days for which 
contributions were paid (both for 
persons insured before 1/1/1993 
and since 1/1/1993). 
  

* 15 years for ‘partial 
pension’ without minimum 
guarantee. 
 
* 20 years for ‘full pension’ 
with minimum guarantee. 

Old-age Pension with 
guaranteed minimum 
pension: Men 25 years, 
women 20 years of 
contributory and non-
contributory periods. 
 
Old-age Pension without a 
guaranteed minimum: 
* Persons born before 
1/1/1949: Men 20 years, 
women 15 years of 
contributory and non-
contributory periods. 
* Persons born since 
1/1/1949: No minimum 
period is required. 
 
Partial pension: Men 40 
years, women 35 years of 
contributory and non-
contributory periods. 
 
Non-contributory periods: 
during receipt of sickness 
benefit, nursing benefits, 
rehabilitation benefits etc. 
but these shall be limited to 
one-third of the contribution 
periods. 
 

Contributions paid 
or credited for 15 
years. It is 
necessary to prove 
120 registered days 
of pay for each year 
to be taken into 
account. 
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 Greece Hungary Poland Portugal 

Conditions for 
drawing full pension 

Period of insurance of 12,000 
working days and 62 years of 
age from 1/1/2013. 

No concept of "full pension". 
  

No concept of "full pension". 
  

Contributions paid 
for 40 years. 
  

Legal retirement age 
Standard pension 

Men and women: 67 years (if 15 
years of insurance). 
Men and women: 62 years (if 40 
years of insurance).  

Unisex 62 years of age in 
2009. 
Retirement age is gradually 
increased (by half a year for 
every age cohort) since 
2010, reaching age 65 in 
2022 for those born in 1957 
and after. The first persons 
concerned by this increase 
are those born in 1952. 

Old-age Pension: Women: 
60 years. Men: 65 years. 
Since 1 January 2013 the 
retirement age gradually 
increases by one month per 
three months for every age 
cohort, until it reaches 67 
for both men and women. 
The first persons concerned 
by this increase are those 
born in 1953 (women) and 
1949 (men). 
 
Partial pension: Women: 62 
years. Men: 65 years. 
 
 
 
 
 
 
 
 
 
 
 
 

65 years. 
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 Greece Hungary Poland Portugal 

Determining factors 
of benefit value at 
normal age of 
retirement 

Amount of earnings and number 
of insured years. 
Under conditions, specific 
periods (e.g. studies, strike, 
apprenticeship, parenthood, 
military service, imprisonment 
etc.) for which contributions have 
been paid retroactively on a 
voluntary basis. 

Average monthly net 
income and insurance 
period. 

Persons born before 
1/1/1949: 
* amount of reference 
wage, 
* number of insurance 
years, 
* basic amount. 
Persons born since 
1/1/1949: 
* amount of remuneration 
subject to contributions 
throughout insurance years, 
* age of the insured person 
at time of award of pension 
and expected lifetime.  

* Number of 
insurance years. 
* Average monthly 
earnings during the 
entire insurance 
period. 
* Factor of financial 
sustainability 
(related to the 
average life 
expectancy 
evolution). 
  

Supplements for 
dependants (spouse, 
children, other 
dependants) 

Persons insured before 1/1/1993: 
Spouse (under conditions): 1.5 
times the wage of an unskilled 
blue-collar worker per month. 
Children (under conditions):  
1st child: 20% of the pension 
2nd child: 15% of the pension 
3rd child: 10% of the pension 
Persons insured since 1/1/1993  
Spouse: No supplements. 
Children (under conditions):  
1st child: 8% of pension 
2nd child: 10% of pension 
3rd child: 12% of pension 

No supplements. 
  

No supplements. 
  

No supplements. 
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 Greece Hungary Poland Portugal 

Calculation method 
or pension formula 

Persons insured before 1/1/1993: 
Basic pension: the percentage of 
the fictive wage taken as a 
reference varies between 70% 
and 30% in inverse relationship 
to earnings. 
  
Persons insured since 1/1/1993: 
The level of the pension varies 
according to the number of years 
insured. Each year corresponds 
to 2% of pensionable income. 

The amount of pension 
depends on the insurance 
period and is expressed as 
a percentage of the 
revaluated net average 
monthly income of the 
individual earned since 
1988. 
 
* 33% for the first 10 years 
of insurance period, 
* + 2% for each of the 
insurance years between 
11-25, 
* + 1% for each of the 
insurance years between 
26-36, 
* + 1.5% for each of the 
insurance years between 
36-40, 
* + 2% for each of the 
insurance years after 40 
years. 

Persons born before 
1/1/1949: The amount of 
the Old-age Pension is 
calculated according to the 
following formula: 
E = kb x (wpw x os x 1.3% 
+ wpw x on x 0.7% + 24%) 
where: 
* kb: "Basic Amount" equal 
to national average wage 
minus the social insurance 
contribution over the 
previous year. 
* wpw: "Reference Wage 
Coefficient" (shows the 
relationship, as a 
percentage, between the 
individual's average 
reference wage for the 
pension calculation period 
and the national average 
wage during that period). 
* os: periods during which 
contributions were paid. 
* on: periods during which 
no contributions are paid. 
 
Persons born since 
1/1/1949: 
The amount of the old-age 
pension is calculated as 
follows: The total pension 

Persons insured 
since 1/1/2002: 
Monthly amount set 
up by the product of 
the reference 
earnings and the 
pension constitution 
rate related to the 
number of 
contribution years: 
* up to 20 
contribution 
years:pension = 2% 
x N x REN = 
number of 
contribution years 
RE = reference 
earnings. 
* more than 20 
contribution years: 
tapering rates 
varying between 
2.3% and 2% are 
applied to certain 
RE brackets, which 
are indexed to the 
indexing reference 
of social support 
and vary between 
1.1 and 8 times or 
more this reference. 
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assets accumulated in the 
individual's account are 
divided by the average 
remaining life expectancy at 
the age of application for 
pension. 
 
Partial pension: 
The amount of partial 
pension equals 50% of the 
old-age pension calculated 
according to the above 
formula. 

Persons insured 
before 31/12/2001 
and whose pension 
begins before or on 
31/12/2016:  
Monthly amount set 
according to the 
proportional 
implementation of 
the calculation rules 
applying to the 
contribution period 
until 31/12/2006 and 
the rules in force 
since 1/1/2007. 
 
Persons insured 
before 31/12/2001 
and whose pension 
will begin as of 
1/1/2017:  
Monthly amount set 
according to the 
proportional 
implementation of 
the calculation rules 
applying to the 
contribution period 
until 31/12/2001 and 
the rules applying to 
the contribution 
period since 
1/1/2002. 
 
The factor of 
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financial 
sustainability 
(related to the 
average life 
expectancy 
evolution) is applied 
to the amount of the 
pension calculated 
above, 
corresponding to 
the year on which 
the pension started. 
The factor of 
financial 
sustainability results 
from the relation 
between the 
average life 
expectancy in 2006 
and the one of the 
year preceding the 
claim for pension. 
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 Greece Hungary Poland Portugal 

Reference earnings 
or calculation basis 

Persons insured before 1/1/1993: 
 Wage assumed for each of 28 
insurance categories, 
corresponding to average gross 
earnings in the 5 best years 
during the last 10 years before 
retirement (the insurance 
categories set a ceiling above 
which the average gross wage of 
the 5 years is not taken into 
account for calculating the 
pension). The wages which are 
taken into account are adjusted 
according to the annual increase 
rates of the pensions. These 
rates are set by the State. 
  
Persons insured since 1/1/1993:  
The wages of the last 5 years 
before retirement are taken into 
account for calculating the 
pension. 

Average monthly income of 
the individual since 1988. 

Persons born before 
1/1/1949: Reference wage 
(S) either average wage 
over 10 consecutive years 
selected from among the 
previous 20 years, or the 
best 20 years of any 
insurance period. Ceiling: 
250% of the national 
average wage. 
 

Persons born since 
1/1/1949: Accumulated 
capital from contributions. 
Note that accumulated 
contributions earn a 
notional interest set by 
Government. 
  

Reference earnings: 
average monthly 
wages of all 
contribution years 
for a period limited 
to 40 years. In case 
of a longer period, 
the 40 highest 
wages are taken 
into account. 
E/N x 14 
E = sum of all 
earnings 
N = number of 
years. 
Earnings taken into 
account for 
calculation are 
adjusted according 
to the consumer 
price index 
(excluding housing). 
This rule does not 
apply to earnings 
registered between 
1/1/2002 and 
31/12/2011; in this 
case there is an 
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actualisation to the 
index obtained by 
weighting 75% of 
the consumer price 
index (excluding 
housing) and 25% 
of the improvement 
wage index. The 
actualisation index 
cannot exceed the 
consumer price 
index (excluding 
housing), increase 
by more than 0.5%. 
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Maximum pension Persons insured before 1/1/1993: 
 € 2,373.57 per month, excluding 
family benefits. 
  
Persons insured since 1/1/1993:  
 € 2,773.40 per month, including 
family benefits. 
  

No maximum pension. 
  

100% of reference wage. 
  

No maximum 
pension. 
  

Minimum pension Persons insured before 1/1/1993: 
 €486.84 per month. 
  
Persons insured since 1/1/1993:  
The minimum pension equals 
70% of the minimum wage of a 
married worker fixed by the 
General National Collective 
Agreement in 2002. From 
1/1/2003, the minimum pension 
is adapted according the general 
increase of pensions following 
the State’s income policy. 
Current minimum amount of the 
pension: €495.74 per month. 

The minimum amount of the 
social insurance old-age 
pension is €97 per month in 
2013. No minimum for 
pensions calculated on the 
basis of less than 20 years. 

This stands at €192 per 
month. 

30% of average 
monthly earnings. 
However, pension 
cannot be lower 
than the minimum 
values set in line 
with the indexing 
reference of social 
support IAS 
(€419.22). The 
percentages vary 
according to the 
contribution period: 
* <15 yrs: 61.25%. 
* 15-20 yrs: 65.54%. 
* 21-30 yrs: 72.33%. 
* >30 yrs: 90.41%. 
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 Early pension Persons insured before 1/1/1993:  
Full pension: For men and 
women, from the age of 60 years 
and 9 months, if they have 
completed 10,500 insurance 
days (of which 7,500 must have 
been spent doing arduous and 
unhealthy work). The age limit 
increases by 6 months every 
year until the age of 62 is 
reached in 2014. 
  
 Reduced pension: * from 62 
years for men and women if 15 
insurance years or 4,500 
insurance days (of which 100 
days have been worked during 
the last 5 years), 
*  from 62 years of age and 
10,000 insurance days for men 
(60 years and 12,000 insurance 
days for women, increasing by 6 
months every year until the age 
of 62 is reached in 2017) of 
which 100 per year during the 
last five years, 
*  from 60 years and 9 months of 
age for men and women 
(increasing by 6 months every 
year until the age of 62 is 
reached in 2016) if 35 working 
years or 10,500 insurance days 

Persons entitled to Benefits 
prior to retirement age as of 
1 January 2012 are: 
* persons who fulfilled the 
conditions related to age 
and service time required 
for an Advanced pension or 
Advanced pension with 
reduced sum before 31 
December 2011. 
* women born in 1953, who 
have reached the age of 59 
and who have at least 37 
years’ service time before 
the starting date of the 
benefit prior to retirement 
age, but not later than 31 
December 2012; 
* persons who were entitled 
to Early retirement pension 
due to hazardous working 
conditions before the 
starting date of the benefit 
prior to the retirement age, 
but not later than 31 
December 2014; 
* persons who were entitled 
to miner’s pension before 
31 December 2011; 
* persons who were entitled 
to old-age pension for 
artists before 31 December 

Early Pension: Persons 
born before 1/1/1949: 
Conditions: * aged 55 and 
over with a 30-year 
qualifying period (women); 
aged 60 and over with a 35-
year qualifying period 
(men); 
* totally incapacitated 
persons may receive 
pension five years earlier if 
they have fulfilled the 
qualifying period 
requirements; 
* persons working in 
unhealthy conditions or 
performing a specified type 
of work (official list) - 5 
years early (e.g. journalist, 
glass workers, rail workers), 
10 years earlier (miners, 
persons working with lead, 
cadmium or asbestos, steel 
workers, pilots, divers) or 15 
years early (wind instrument 
musicians). 
 
Persons born since 
1/1/1949: 
No provisions. 

Insured persons 
aged at least 55 
provided that they 
have completed 
their qualifying 
period and a 
contribution period 
of 30 calendar 
years. (These 
specific provisions 
are suspended for 
the duration of the 
Economic and 
Financial 
Adjustment 
Programme). 
Unemployed: from 
the age of 62 
provided that they 
were aged 57 at the 
beginning of their 
unemployment and 
have completed the 
qualifying period. 
For those who have 
contributed 22 
calendar years and 
are aged 52 or more 
when becoming 
unemployed, it is 
also possible from 
the age of 57. In this 
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(of which 7,500 days must have 
been worked under arduous or 
unhealthy conditions), 
*  from 62 years for mothers and 
widowed fathers with a minor or 
disabled child if 18 insurance 
years or 5,500 working days. 
  
  
 Persons insured since 1/1/1993: 
 Reduced pension: * from 62 
years for mothers with a minor or 
disabled child if 20 years of 
insurance or 6,000 working days. 
 
The reduced pension is 
calculated as follows: 
* From 60 years for men and 
women: reduction of 1/200 for 
each missing month until the age 
of 65; 
* from 50 years for mothers with 
a child who is a minor: reduction 
of 1/200 for each missing month 
until the age of 55. 
   

2011; 
40 years’ eligibility period 
for women: Available since 
1 January 2011 to those 
women, regardless of their 
age, who have fulfilled at 
least 40 years of eligibility 
period and have ceased 
gainful activity. The 
eligibility period means any 
period of gainful activity or 
of receipt of pregnancy-
confinement benefit, child 
care fee, child home care 
allowance, and child raising 
support, or of nursing fee. A 
minimum period of 32 years 
of gainful activity is needed 
in addition to periods of 
receipt of the 
abovementioned maternity / 
family benefits, or minimum 
30 years of gainful activity 
are required in case of 
receipt of nursing fee. The 
eligibility period is 
decreased by one year for 
every child raised in the 
household for women 
raising five or more children, 
with a maximum reduction 
of seven years.  

case the pension 
amount is reduced. 
In case of heavy or 
unhealthy work: as 
a rule, from the age 
of 55 (only for 
professions legally 
foreseen). 
From 55 years in 
case of specific 
measures to protect 
economic activities 
or companies. 
 
When it is reduced, 
the reduction is 
through the 
application of a 
reduction factor, 
obtained by 
multiplying 0.5% by 
the number of 
months of 
anticipation. 
If, at the age of 55, 
the contribution 
period exceeds 30 
years, the number 
of months of 
anticipation is 
reduced by 12 
months for each 
group of 3 years 
over 30. 
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Deferred pension Unlimited deferment possible. 
For those between 65 and 68 
years, each insurance year 
beyond 35 years corresponds to 
3.3%. 

Unlimited deferment 
possible except in certain 
professions, civil servant, 
judges. The increase is 
equal to 0.5% of the 
pension for each 30 days of 
additional service time.  

Increased period of 
employment reflected in 
pension formula (no 
maximum period, all periods 
are taken into account). 
Amount paid depends on 
amount contributed.  

Unlimited deferment 
possible. Pension 
increased by the 
application of a 
bonus; which varies 
between 0.33% and 
1% according to the 
number of 
contributions made. 
  

Invalidity pension: 
Principle 

A person is considered to be 
suffering from severe invalidity 
when, as a result of illness or 
physical or mental disability 
which appeared or worsened 
after affiliation, he or she cannot 
earn more than a fifth of the 
normal earnings of a worker in 
the same category or training 
during at least 1 year. 
However, those who can no 
longer earn more than 1/3 of the 
normal earnings obtain 75% of 
the benefit and those who can no 
longer earn more than 1/2 obtain 
50% of the pension. 
  

Persons eligible to benefits 
are those whose state of 
health is assessed in the 
course of a complex 
assessment at 60% or less 
and who satisfy certain 
other conditions. 
Depending on the decision 
on rehabilitation determined 
in the course of a complex 
assessment by the 
rehabilitation body of the 
county government office, 
benefits for persons with 
changed working capacity 
can take the form of either 
rehabilitation benefit or 
disability benefit.  

Victims of long-term or 
permanent infirmity, unlikely 
to regain working capacity 
even after rehabilitation: 
* total incapacity: unable to 
perform any type of work, 
* partial incapacity: insured 
person is unable to perform 
his/her usual work but 
capable of a different, lower 
skilled job. 
  

Relative invalidity: 
 Any worker who, 
before reaching 
retirement, is unable 
to earn more than 
one third of a 
normal wage, as a 
result of a 
permanent 
incapacity. 
 

Absolute invalidity: 
Complete and 
permanent 
incapacity to carry 
out any working 
activity. 
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Invalidity pension: 
Calculation method, 
pension formula or 
amounts 

Persons insured before 1/1/1993: 
Percentage of the fictive wage 
taken as a reference varies 
between 70% and 30% in 
inverse relationship to earnings. 
The pension varies: 
* Severe invalidity: invalidity of 
more than 80%: full pension, 
* Normal invalidity: invalidity of 
more than 66.6% - 80%: 75% of 
the pension. 
* Partial invalidity: invalidity 50% 
- 66.6%: 50% of the pension 
 
Persons insured since 1/1/1993: 
The pension varies according to 
the number of years insured. The 
amount of the pension varies 
according to the degree of 
invalidity: 
* Severe invalidity: invalidity of 
more than 80%: full pension, 
* Normal invalidity: invalidity of 
more than 66.6% - 80%: 75% of 
the pension, 
* Partial invalidity: invalidity 50% 
- 66.6%: 50% of the pension. 

Rehabilitation benefit:  
* persons for whom 
rehabilitation is possible:  
 * Amount: 35% of the 
average monthly income; 
Threshold: 30% of the 
minimum wage; Ceiling: 
40% of the minimum wage; 
  
* persons who need 
permanent rehabilitation:  
*  Amount: 45% of the 
average monthly income; 
Threshold: 40% of the 
minimum wage; Ceiling: 
50% of the minimum wage. 
 
Disability benefit: According 
to assessment: 
* Amount: 40%, 60%, 65% 
or 70% of the average 
monthly income; Threshold: 
30%, 45%, 50%, or 55% of 
the minimum wage; Ceiling: 
45% or 150% of the 
minimum wage.  

Full Invalidity Pension 
Determined according to a 
formula considering a 
"Basic Amount" equal to 
national average wage 
minus the social insurance 
contribution; the reference 
wage coefficient (shows the 
relation, as a percentage, 
between the individual's 
average reference wage for 
the pension calculation 
period and the national 
average wage); the periods 
during which contributions 
have been paid; and 
hypothetical periods: the 
number of years short of 25 
years' insurance between 
the insured person's age on 
submitting the claim and the 
age of sixty. 

Partial Invalidity Pension: 
75% of the amount of the 
pension for total incapacity.  

Persons insured 
since 1/1/2002: 
Monthly amount set 
up by the product of 
the reference 
earnings and the 
pension constitution 
rates related to the 
contribution years: 
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Question 2.4:  Are there survivor benefits? Who are the eligible beneficiaries (types of beneficiaries, spouses, economic 

dependents)? Is there a minimum contribution period? How long do they last? Is it a full benefit or not? 

 Greece Hungary Poland Portugal 

  Basic principles Compulsory social insurance 
scheme for employees financed 
by contributions with benefits 
depending on the pension of the 
deceased person. 
  

Compulsory social 
insurance scheme financed 
by contributions covering 
the active population 
(employees and self-
employed) with benefits to 
survivors depending on the 
pension to which the 
deceased person was or 
would have been entitled at 
the time of death. 
  

Compulsory social 
insurance scheme financed 
by contributions covering 
the active population 
(employees and self-
employed) and providing 
benefits to survivors 
depending on the deceased 
person's pension and the 
number of beneficiaries. 
Special schemes for 
policemen, soldiers, 
prosecutors, judges.  

Compulsory social 
insurance scheme 
financed by 
contributions for the 
active population 
(employees and 
self-employed) with 
benefits depending 
on the pension 
rights of the 
deceased person. 
  

  Entitled persons Persons insured before 1/1/1993: 
* Widows, 
* divorced spouses, 
* children, 
* parents and grandchildren. 
 

Persons insured since 1/1/1993: 
* Widows and widowers, 
* divorced spouses, 
* children.  

* Surviving spouse; 
* divorced spouse; 
* co-habitant; 
* children; 
* siblings and grandchildren, 
if dependent and no other 
eligible relatives; 
* parents, grandparents, 
and foster parents. 

* Surviving spouse; 
* divorced spouse; 
* children and 
grandchildren;  
* parents, and adoptive 
parents. 
 There are no benefits in 
case of cohabitation or 
registered partnership.  

* Surviving spouse, 
* divorced former 
spouse, 
* surviving partner, 
* children, 
* parents dependant 
on the deceased.  
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Required conditions 
of Deceased insured 
person 

Contributions paid for at least 
4,500 days or 1,500 insured 
days, 300 of which during the 5 
years before the date of death. 
  

Actually receiving an old-
age pension or sufficient 
insurance period to qualify 
for an old-age pension. 

Recipient of an old-age or 
invalidity pension, or fulfils 
the conditions for award of 
either of these pensions. 
If the insured person died 
because of an accident at 
work or an occupational 
disease the pension is 
payable regardless of the 
length of professional 
activity.  

Contributions paid 
or credited for 36 
months. 
  

Required conditions 
of Surviving spouse 

Widowed before 15/7/2010: 
Widow (or disabled widower 
without means) whose marriage 
lasted at least 6 months (2 years 
if widow of pensioner). 
  
Widowed since 15/7/2010: 
Widow (or disabled widower 
without means) whose marriage 
lasted at least 3 years (5 years if 
widow of pensioner). 
  

Persons eligible for 
Widow(er)'s Pension are 
those whose spouse died 
as an old-age pensioner, or 
whose spouse 
*  died before age 22 and 
accrued at least 2 years,  
*  died between 22-25 and 
accrued at least 4 years, 
*  died between 25-30 and 
accrued at least 6 years,  
*  died between 30-35 and 
accrued at least 8 years, 
*  died between 35-45 and 
accrued at least 10 years, 
*  died after reaching 45 and 
accrued at least 15 years. 

* 50 years or over, 
* totally incapable of work, 
* raising at least one child 
who is entitled to a 
survivor's pension or is 
under the age of 16 years 
(18 if full-time student), or  
* raising a disabled child 
entitled to a survivor's 
pension, without any age 
condition. 
   

* Married to the 
deceased for at 
least one year, 
except when there 
are children of the 
marriage (either 
born or conceived) 
or death is caused 
by an accident. 
* Aged at least 35 
(otherwise pension 
entitlement is limited 
to 5 years), except if 
they have 
dependants children 
or are permanently 
incapacitated. 
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Temporary and permanent 
Widow(er)'s Pension is due 
for 1 year or for a maximum 
of 3 years if the widow(er) 
cares for an orphan who is 
regarded as disabled or 
permanently ill.  
  
Temporary Widow(er)s 
pension is converted into 
permanent pension if the 
spouse is above his/her 
relevant retirement age, or 
is considered to be a person 
with changed working 
capacity, or has at least two 
minor children (who are 
entitled to orphan's benefit) 
from the deceased. 

If the deceased was above 
pensionable age at the date 
of the marriage, the spouse 
is only entitled if s/he 
cohabited with the 
deceased for more than 5 
years or if they have a 
common child. 
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Required conditions 
for Divorced spouse 

Divorced spouse should be older 
than 65 and not have remarried. 
Certain income restrictions also 
apply. 
  

Temporary Widow(er)s 
pension is due for the 
divorced spouse only if s/he 
received maintenance from 
the deceased.  
  

A divorced spouse was 
entitled to alimony on the 
day of death. 
  

Divorced former 
spouse who is 
entitled to alimony. 
  

Required conditions 
for Surviving partner 
or cohabitant 

No benefits. 
  

Co-habiting couples must 
have co-habited for at least 
one year and have a child 
or have cohabited for 10 
years if they have no 
children. If the co-habiting 
partner already receives 
work accident pension or 
widow(er) pension the 
entitlement terminates. 
  

No benefits. 
  

The person who 
lived with the 
deceased during the 
two years preceding 
the death in similar 
conditions as a 
spouse is regarded 
as such for the 
purposes of 
survivors' benefits. 
  

Required conditions 
for Children 

Until age 18 (or 24 in the case of 
a student); without limitation, if 
invalid. 
  

* Age limit of the child: 16 
years (25 if full-time 
student). No upper limit if 
the orphan is disabled. 
* the deceased parent must 
have fulfilled the service 
period required or must 
have been in receipt of old-
age pension. 

Own children if under 16 
(25 for students), or totally 
work incapable. Other 
dependent children, if they 
lived with the deceased for 
a year, and are not entitled 
to benefit on their parents’ 
death or their parents 
cannot support them. 

Until the age of 18 
(25 or 27 in the 
case of further or 
higher education). 
No age limit in case 
of permanent total 
incapacity for work. 
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Required conditions 
for Other persons 

Persons insured before 1/1/1993: 
Parents and grandchildren 
dependent on the deceased 
person. 
  
Persons insured since 1/1/1993: 
No other beneficiaries. 
  

Parental Pension: 
 Eligible are those 
(grand)parents, whose 
(grand)child fulfilled the 
service period required for 
Widow(er)'s Pension, 
provided that the 
(grand)parent: 
*  is considered to be a 
person with changed 
working capacity at the time 
of the (grand)child’s death 
or is aged 65 years or more, 
and 
*  was dependent upon their 
(grand)child throughout the 
preceding year.  
 Foster parents are only 
entitled to benefit if they had 
previously supported the 
foster child concerned for at 
least 10 years. 

Parents who are dependent 
on the insured person and 
fulfil the conditions laid 
down for widows or 
widowers. 
  

Parents dependant 
on the deceased 
are entitled if there 
are no spouse or 
children. 
  

Survivors  Benefits 
for Surviving spouse, 
Divorced spouse, 
Surviving partner 

The surviving spouse, 
irrespective of age, is entitled to 
survivor's pension for the first 3 
years after their spouse’s death. 
After those 3 years, if the 
surviving spouse works or 

Temporary Widow(er)'s 
Pension: 60% of the Old-
age Pension, which the 
deceased person was or 
would have been entitled to. 
Paid for 12 months, 

Surviving spouse and 
divorced spouse: Survivors' 
Pension amount depends 
on number of recipients and 
is paid as a percentage of 
the old-age or invalidity 

60% of the 
retirement or 
invalidity pension 
received by the 
insured person, or 
to which he would 
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receives a pension, he/she is 
entitled to 50% of the normal 
survivor's pension until the age of 
65. After that age he/she is 
entitled to 70% of the normal 
survivor’s pension. If the 
surviving spouse is suffering 
from a physical or mental 
disability of at least 67%, he/she 
is entitled to the full survivor's 
pension for as long as the 
disability lasts. 

extended to 18 if the spouse 
is left caring for the 
deceased's child (if the child 
is disabled the benefit can 
be paid up until its 3rd 
birthday). 
Permanent Widow(er)'s 
Pension: 60% of the Old-
age Pension which the 
deceased person received 
or would have received at 
the time of his/her death, if 
the eligible person does not 
receive Disability benefit, 
Rehabilitation benefit, 
pension benefit on one’s 
own right, benefit prior to 
retirement age, service 
benefit for armed forces, life 
annuity for ballet artists or 
transitional annuity for 
miners; if the eligible person 
is in receipt of the above-
mentioned benefits, the 
amount of the permanent 
widow(er)'s pension 
corresponds to 30% of the 
deceased person’s old age 
pension. 

pension to which the 
deceased was or would 
have been entitled: 
one person: 85% 
two persons: 90% 
three or more persons: 95% 
This amount is then divided 
equally among all 
recipients. 
  

have been entitled. 
70% if - in addition 
to the spouse or 
partner - there is a 
former spouse who 
is entitled to the 
pension. 
For former spouses, 
or in case of legal 
separation or 
annulment of the 
marriage, the 
amount of the 
survivors’ pension 
cannot exceed the 
amount of alimony 
received. 
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Impact of remarriage Pension ceases. 
  

Widow(er)'s Pension ceases 
if the surviving spouse 
remarries before reaching 
the age of eligibility for Old-
age Pension. 
  

Benefits still paid. 
  

Pension ceases. 
  

Orphan children  Persons insured before 1/1/1993: 
* Orphan children having lost one 
parent: 20% of the pension of 
deceased parent for each child 
until age 18 (or 24 for students; 
without limitation, if invalid). 
* Orphan children having lost 
both parents: 60% of pension. 
  
Persons insured since 1/1/1993: 
* Orphan children having lost one 
parent: 25% of the pension. 
* Orphan children having lost 
both parents: 50%. 
  
When orphans are minors, 
invalids or students (up to 24), 
the amount of the pension which 
will be paid equally.  
  

Orphan’s allowance:  
 In case of orphans having 
lost one parent, 30% of the 
deceased parent's old-age 
pension, for each child.  

Entitlement of the orphan 
continues even after 
remarriage of the parent or 
the child's adoption. 
 

60% of the deceased 
parent’s old-age pension in 
case of orphans having lost 
both parents or whose living 
parent is considered to be a 
person with changed 
working capacity. 

Orphans having lost one 
parent: Benefit divided 
equally between all entitled 
survivors. 
 
Orphans having lost both 
parents: benefit divided 
equally between all entitled 
survivors; and supplement 
of €88 per month, increased 
in line with pensions. 

20% of pension for 
1; 30% for 2; 40% 
for 3 or more 
children. 
 

No age limit in case 
of permanent total 
incapacity for work. 
Amount doubled 
where there is no 
entitled surviving 
spouse or divorced 
spouse. 
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Other beneficiaries Persons insured before 1/1/1993: 
20% of pension: 
* for dependent parents, without 
limitation, 
* for grandchildren, until the age 
of 18 (or earlier if they get 
married), or until the age of 24 in 
case they pursue education 
(without limitation, if disabled).  
  
Persons insured since 1/1/1993: 
No other beneficiaries.  

Parental Pension: 
The amount of the parental 
pension is equal to the 
amount of Permanent 
Widow(er)'s Pension. 

Benefit divided equally 
between all entitled. 
  

Parents dependant 
on the deceased 
are entitled to 30% 
(one person), 50% 
(two persons) or 
80% (three or more 
persons) of the 
deceased person's 
pension. 
  

Maximum for all 
those entitled to 
benefits 

Persons insured before 1/1/1993: 
Spouse and orphans (together): 
100% of the person's pension. 
Orphan children having lost both 
parents: maximum of 80% of the 
deceased's old-age pension. 
 Persons insured since 1/1/1993: 
The total income from pensions 
must not exceed 100%, nor be 
under 80% of the insured 
person's pension. 
Orphan children with disability of 
no less than 80%, having lost 
both parents are entitled to 100% 
of maximum pension of parents.  

No maximum; the total 
benefit payments might 
exceed the pension to 
which the person was or 
would have been entitled. 
  

95% of the insured person's 
pension. 
  

100% of the insured 
person's pension. 
110% if in case of 
divorce 2 spouses 
are entitled to the 
pension. 
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Other survivor 
benefits 

Beneficiaries of the Benefit for 
non-residential care receive 
supplements for Christmas 
holidays (100% of the monthly 
benefit), for Easter holidays and 
for summer holidays (both 50% 
of the monthly benefit). 
 
Funeral expenses. 
 
Solidarity Benefit for Pensioners. 
 
Benefit for non-residential care 

No other benefits. 
  

Temporary Survivors' Grant: 
Payable to widows who are 
not entitled to the Survivors' 
Pension and are without 
other resources. Provided 
for one year following the 
spouse's death or during 
participation in occupational 
rehabilitation courses for a 
maximum of 2 years. 
 

Medical Care Supplement: 
Granted to persons entitled 
to an old-age, invalidity or 
survivors' pension who: are 
totally incapable of work 
and require the assistance 
of another person, or have 
reached the age of 75. 
Amount: €47 per month 
(increased in line with 
pensions). 
 

Funeral Grant. 

* Death grant: 
Amount equal to 3 
times the indexing 
reference of social 
support IAS. 
Shared-out like 
survivors’ pension. 
* Funeral grant.  
* Christmas and 
holiday bonus. 
 * Long-term care 
Supplement: 
Monthly amount 
indexed to the 
amount of the social 
pension.   
* Solidarity 
supplement for the 
elderly: Pensioners 
who have resided in 
Portugal for last six 
years and whose 
income is lower 
than €4.909 (single) 
or €8,590.75 
(couple) are paid a 
supplement to reach 
these benchmarks. 
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 Greece Hungary Poland Portugal 

Survivors Benefits: 
Minimum pension 

Persons insured before 1/1/1993: 
€ 438.16 per month. 
  
Persons insured since 1/1/1993: 
€ 396.58 per month. 
  

Permanent and Temporary 
Widow(er)'s Pension: 
No minimum pension. 
 

Parental Pension: 
No minimum pension.  
 

Orphan’s allowance: 
Minimum amount: €82 per 
month/child in 2012. 

€192 per month. The percentages for 
calculating the 
pension are based 
on the minimum 
pensions for 
invalidity or old-age. 
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Question 2.5: Are there benefits design to aid in the event of sickness or work-related accidents? Is there a minimum waiting period 

for these benefits? Are there specific medical exams to be made? By whom? Are these benefits in the “Pension system”? How 

much is spent on these benefits (taxes or contribution?)? 

 Greece Hungary Poland Portugal 

Sickness benefits: 
Principles 

Part of Compulsory social 
insurance scheme for 
employees with earnings-
related benefits. 
 

No continued of payment by 
the employer. 

Part of Compulsory social 
insurance scheme for the 
active population (employees 
and self-employed) with 
earnings-related benefits. 
  
Absence Fee paid by the 
employer. 
  

Part of Compulsory social 
insurance scheme for 
employees with earnings-
related benefits. 
 

Continuation of payment 
of wages and salaries 
paid by the employer. 

Part of Compulsory 
social insurance 
scheme financed by 
contributions covering 
the active population 
(employees and self-
employed), with 
benefits depending on 
the registered 
earnings and on the 
duration of incapacity. 
 

No continuation of 
payment by the 
employer. 

Sickness benefits: 
Coverage 

All employees. No possibility of 
voluntary insurance. 

All employees and self-
employed. Possibility of 
voluntary insurance. 

Compulsory insurance for 
all employees. Voluntary 
membership for the self-
employed. 
  

All employees and 
self-employed. 
Possibility of voluntary 
insurance.  
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 Greece Hungary Poland Portugal 

Sickness benefits: 
Declarations required 

Incapacity for work certified by 
a doctor of the National 
Organisation for Healthcare 
Services Provision from the 
first day of illness. 

Incapacity for work certified by 
a doctor. There is no formal 
time-limit for it, although 
practically it is needed to 
calculate the salary. The 
person has to be re-examined 
regularly (depends on the 
doctor's decision). 
  

Incapacity for work 
certified by a contracted 
doctor from the first day 
of illness. 
Possible re-examination 
by approved social 
security doctor. 
  

Incapacity for work 
certified by a doctor. 
The certificate has to 
be sent to the social 
security institutions 
within 5 days following 
its issue. 
  

Sickness benefits: 
Qualifying conditions 

* 120 days of work subject to 
contributions during the 
previous year or the 12 first 
months of the 15 months 
preceding the illness (100 for 
those employed in 
construction). Duration of 
benefit: 182 days for one or 
more illnesses within one year. 
*  300 days subject to 
contributions during the 2 
years, or 27 months of the 30, 
preceding the illness (duration 
of benefit: 360 days for the 
same illness, within one year). 
*  1,500 days of insurance, 600 
of which during the last 5 years 
preceding the incapacity for 
work due to the same illness 

No qualifying period required. Compulsory insurance: 
 30 calendar days of 
uninterrupted sickness 
insurance. 
  
 Voluntary membership: 
 90 calendar days of 
uninterrupted sickness 
insurance. 
  
 No qualifying period 
required in case of: 
*  a graduate who has 
paid contributions for at 
least 90 calendar days 
after obtaining the 
diploma, 
*  an insured person who 
has paid compulsory 

6 months affiliation 
with registered 
remuneration of which 
12 days during the 4 
months prior to the 
one preceding the day 
of incapacity. 
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(duration of benefit: 720 days). 
*  4,500 days of insurance 
before the declaration of the 
illness (duration of benefit: 720 
days). 
* Depending on the patient’s 
age and insurance record, a 
720 days’ benefit can be paid 
in case the requirement of the 
1,500 or the 4,500 days is not 
fulfilled. 
   

contributions for 10 years, 
*  absence due to a travel 
accident between home 
and work, 
* the Members of 
Parliament and senators 
who join the insurance 
within 90 days after their 
tenure. 

 Greece Hungary Poland Portugal 

Sickness benefits: 
Waiting period 

3 days. 
  

No waiting period. 
  

No waiting period. 
  

3 days. 
No waiting period in 
the case of 
hospitalisation, day 
case surgery and of a 
sickness which started 
during the period of 
receipt of parental 
benefit and which 
exceeds this period or 
in case of incapacity 
as a result of 
tuberculosis. 
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 Greece Hungary Poland Portugal 

Sickness benefits: 
Payment by employer 

No continued payment by the 
employer. 

Absence Fee, 70% of the daily 
gross earnings, for up to 15 
working days annually. The 
calculation is based on the 
average daily gross earnings 
in all cases of continuous 
insurance period. No ceilings. 
An employee, if eligible for 
Absence Fee, shall be paid 
the proportionate average of 
the total amount comprising 
his/her wage, the regular 
wage supplement(s) and the 
pay for extra work, applicable 
for the time (duration) of the 
absence. 

For the first 33 calendar 
days of illness in any 
calendar year (14 
calendar days in case of 
persons aged 50 or over) 
the employer continues to 
pay 80% of the reference 
wage per month. In case 
of illness caused by an 
accident at work, 
occupational disease or 
an illness occurring 
during pregnancy, 100% 
of the reference wage is 
paid by the Social 
Insurance Institute. 
Reference wage: 
calculated on the basis of 
gross earnings during the 
12 months preceding the 
cessation of work for 
which contributions were 
paid. 

No continued payment 
by the employer. 

Sickness benefits: 
Amount of social 
benefit 

50% of the daily wage of the 
insurance class of the insured, 
based on the last 30 days of 
the previous year, plus 10% for 
each dependant, up to 70% 

Sickness benefit paid as a 
percentage of average daily 
gross earnings. The amount of 
the benefit depends upon 
length of previous insurance 

* 100% of reference wage 
per month: for an illness 
occurring during 
pregnancy; for a travel 
accident between home 

Daily benefit: 
Fixed by applying a 
percentage varying 
according to the 
incapacity duration to 
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and not higher than the daily 
wage of the 8th insurance 
class. 
From the 4th day, the IKA-
ETAM grants for 15 days half 
of the sickness benefit that is 
calculated as above, plus 10% 
for each dependant. After the 
15th day, the full amount is 
paid. 

period.  
  
 Amount of the sickness 
benefit: 
* 60% of the daily average 
gross earnings, 
* 50% of the daily average 
gross earnings (during 
inpatient treatment or in case 
the employment period is 
shorter than 2 years). 
  

Ceiling: the amount of the 
benefit per day cannot exceed 
1/30 of 200% of the minimum 
wage. 

and work; for an absence 
from work due to the 
donation of tissue or 
organs to another person. 
 
* 70% of reference wage 
per month in event of 
hospitalisation. 
 
* 80% of reference wage 
per month in all other 
circumstances. 
 

Reference wage: 
calculated on the basis of 
gross earnings during the 
12 months preceding the 
cessation of work for 
which contributions were 
paid. No ceiling in case of 
compulsory insurance. 

the average daily 
wage for the 6 months 
preceding the 2 
months in which the 
illness began: 
* 55% when the 
incapacity is < 30 
days; 
* 60% when incapacity 
31 to 90 days; 
* 70% when incapacity 
91 to 365 days; 
* 75% when incapacity 
> 365 days; 
* in the event of 
tuberculosis: 80% or 
100% if insured has 2 
or more dependants. 
The rates of 55% and 
60% are increased by 
5% when: 
* earnings <€500, 
* insured has three or 
more dependent 
descendants, or 
* insured has 
dependents benefiting 
from the supplement 
to child benefit for 
disabled children. 
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 Greece Hungary Poland Portugal 

Sickness benefit: 
Duration of benefit 

Duration of benefits depending 
on the length of the period of 
contributions: 182, 360 or 720 
days. 
  

Maximum 1 year. 
  

182 days. In case of 
tuberculosis and 
pregnancy 270 days. 
  

Maximum 1,095 days 
(then, possibly, 
invalidity). 
In case of 
tuberculosis: 
Unlimited. 
  

Sickness benefit: 
Other related benefits 

Private nurse in hospital: 
Amount of €32.00 per working 
day and €40.00 on Sundays 
and public holidays. 

Benefits for nursing a sick 
child: 
* Children below 1 year: until 
child reaches 1 year of age, 
*  children between 1-3 years: 
84 calendar days/year/child, 
*  children aged 3-6 years: 42 
calendar days/year/child (84 
days for single parents), 
*  children 6-12 years: 14 
calendar days/year/child, (28 
days for single parents). 
  
 Sickness benefits are also 
paid in cases of: 
* pregnancy but without 
entitlement to Pregnancy-
confinement benefit, 
*  breast-feeding a child under 
1 year whilst child is in 
inpatient treatment. 

Rehabilitation Allowance: 
Paid if incapacity 
continues beyond the 
period of payment of the 
Sickness Allowance by 
the Social Insurance 
Fund or if it is likely that 
rehabilitation will restore 
the patient's fitness for 
work. Amount: 90% for 
the first three months and 
75% thereafter (or 100% 
in case of illness 
occurring during 
pregnancy) of the 
reference wage for Social 
Insurance Fund Sickness 
Allowance. Maximum 
duration of 12 months 
after the expiry of Social 
Insurance Fund Sickness 

Child care benefit: 
granted to the father 
or to the mother in 
case of sickness or 
accident of a child 
under the age of 12 
or, without age 
conditions, in case of 
a disabled or 
chronically ill child: up 
to 30 days per 
calendar year; child 
aged 12 or more: up 
to 15 days per 
calendar year. Daily 
allowance of 65% of 
the average daily 
wage. 
Benefit for the care of 
disabled or chronically 
ill children: granted to 
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   Allowance. 
Compensation 
Allowance: 
Paid to workers whose 
capacity for work has 
been reduced by an 
illness. Amount: the 
difference between the 
monthly average wage 
and the monthly wage 
earned during work under 
rehabilitation conditions. 
Maximum duration: 24 
months from start of 
incapacity. 

the father or to the 
mother for a period of 
6 months maximum 
(extension possible up 
to 4 years). Daily 
allowance of 65% of 
the average daily 
wage. A maximum 
amount is fixed, 
corresponding to two 
times the indexing 
reference of social 
support. 
Minimum amount of 
the allowances: 80% 
of 1/30 of the IAS. 

 

According to Eurostat in 2011, there was 0.9% of GDP spent on sickness benefits. In Greece the amount stood at 0.5%, in Hungary 

0.4%, 0.7% in Poland and 0.3% in Portugal. In all countries, except Poland, this is lower than in 2000 when spending stood at 0.7% 

for Poland, Hungary and Greece and at 0.4% for Portugal 
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 Greece Hungary Poland Portugal 

Accidents at work 
and occupational 
diseases: Principles 

There is no specific insurance 
against accidents at work and 
occupational diseases. These 
risks are covered by the social 
insurance systems for 
sickness, invalidity and 
survivors. 
  

There is no specific insurance 
against accidents at work and 
occupational diseases. These 
risks are covered by the 
insurance systems for 
sickness, invalidity and 
survivors. These are 
compulsory insurance 
systems for the active 
population and some other 
groups financed by 
contributions and taxes, and 
providing benefits in kind and 
earnings-related cash 
benefits. 
  

Compulsory social 
insurance scheme 
financed by employers' 
contributions and taxes 
covering the active 
population (employees 
and self-employed) with 
benefits in kind and 
earnings-related cash 
benefits. 
  

Accidents at work: 
Compulsory private 
insurance for 
employees and self-
employed persons, 
financed by the 
employers and by the 
self-employed 
themselves.  
   
Occupational 
diseases: Compulsory 
social insurance 
system for employees 
and self-employed 
persons, financed by 
employers’ and self-
employed persons’ 
contributions, with 
benefits in kind and 
cash benefits related 
to registered earnings. 



Dialogos Setoriais: Uniao Europeia, Brasil  Second Draft: External Expert report 

62 

 

Question 2.6: How much of the economic active population (proportion) receives 

early retirement pension, invalidity and survivors (or accident benefits, if possible)? 

While aggregate data exist for the amount of people drawing an early retirement pension, 

invalidity and other types of social benefits, this is not available by age breakdown and so it 

is difficult to answer the question as to what proportion of the economically active population 

is on these benefits. 

Eurostat’s Labour Force Survey (data shown in Table 22) suggests that in 2013, in all these 

countries bar Portugal, the proportion of the population aged 15 to 64 which was inactive 

was higher than the EU average (28.1%). 

Table 22: Inactive population (% of those aged 15 to 64)   

 2000 2008 2010 2012 2013 
Greece 36.1 32.9 31.8 32.1 32.0 

Hungary  40.1 38.5 37.6 35.7 34.9 
Poland 33.9 36.2 34.7 33.5 33.0 

Portugal  28.9 25.8 26.0 26.1 26.4 

 

Source: Eurostat 

In three of these countries, the bulk of the inactive opt for inactivity on account of them being 

retired. For instance, nearly 8% of the population aged 15 to 64 in Greece retired before the 

age of 65. By contrast, in Portugal this amounted to just 3% (see Table 23). 

Table 23: Inactive population (% of those aged 15 to 64) due to own retirement   

 2000 2008 2010 2012 2013 
Greece 5.9 5.8 6.2 7.4 7.6 

Hungary  14.7 10.3 9.7 8.9 8.2 

Poland 3.9 7.5 8.3 7.6 7.3 

Portugal  4.6 5.7 5.8 3.2 3.0 

 

Source: Eurostat 
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The proportion of the inactive that are ill/disabled is, on the other hand, much larger in 

Portugal than it is in Greece (see Table 24). In Poland and in Hungary the proportions of 

those inactive due to illness/disability is similar to that of those inactive due to early 

retirement. 

Table 24: Inactive population (% of those aged 15 to 64) due to own illness/disability   

 2000 2008 2010 2012 2013 
Greece 1.6 1.9 2.1 2.1 2.1 

Hungary  4.0 6.0 5.5 5.0 5.4 

Poland 8.4 7.0 6.4 6.1 6.0 

Portugal  3.4 2.9 2.9 5.7 5.7 

 

Source: Eurostat 

The bulk of pension beneficiaries are old age pensioners (i.e. those aged above the 

standard retirement age). However there is a considerable amount of survivors’ pensions. 

Anticipated old age pensions and disability pensions also constitute a significant share of 

beneficiaries (see Table 25). 

Table 25: Share of total pension beneficiaries by type of pension (%) in 2011   
 

 

Old age Anticipated 
old age 

Disability 
pension 

Early 
retirement 

due to 
reduced 

capacity to 
work 

Survivors Early 
retirement 

due to 
labour 
market 
reasons 

Greece 70.3 5.8 4.8 0.0 19.0 0.0 
Hungary 56.2 7.7 9.1 0.8 25.8 0.3 
Poland 58.7 9.8 15.4 0.2 15.3 0.6 

Portugal 59.3 5.4 11.1 0.0 24.1 0.1 
 

Source: Eurostat 

As can be seen from Table 26, old age pensions account for the bulk of spending as a % of 

GDP. It is interesting to note that in some countries, anticipated old age pensions are a 

major burden on spending, disproportionately larger than their share of total beneficiaries 

would imply. By contrast, the share in total spending of survivors pensions tends to be 



Dialogos Setoriais: Uniao Europeia, Brasil  Second Draft: External Expert report 

64 

 

smaller than that of total beneficiaries (as survivors pensions tend to be a proportion of 

entitlements, whereas in some countries, notably Greece, anticipated pensions tended to be 

quite generous).  

Table 26: Share of pension spending by type of pension (% of GDP) in 2011   
 

 

Old age Anticipated old 
age/early 
retirement 

Disability 
pension 

Survivors 

Greece 9.5 3.2 1.4 2.3 

Hungary 8.0 1.3 1.7 1.3 

Poland 7.4 1.6 1.7 1.9 

Portugal 11.4 0.5 2.1 1.8 

 

Source: Eurostat 
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Question 2.7: Are there specific pension systems for the public sector (or for specific 

jobs, like judges, politics, military – if there is or there is not, numbers are not 

necessary)? Is there one system per country or per public organization (states, 

provinces, cities). 

As discussed earlier, in these four countries, the general pension system is set nationally 

though the administration is frequently done regionally. The degree of fragmentation by 

sector and occupational category differs greatly. 

Greece 

The main funds providing insurance are:  

 • The main insurance institution is the Social Insurance Institute (IKA-ETAM) to which the 

majority of salaried workers and other categories of employees are affiliated.  

 • Farmers, agricultural employees and certain categories of self-employed persons are 

affiliated to the Agricultural Insurance Organisation (ΟΓΑ).  

 • The fund for the self-employed is the Social Security Organisation for the Self-Employed 

(OAEE) for craftsmen, businessmen, hotel owners and professional drivers.  

 • Medical professionals, lawyers and engineers are insured with the Insurance Fund for 

Independent Professionals (ETAA).  

 • People employed in the mass media (i.e. people dealing with the circulation of the Press, 

photo-reporters, editors, journalists) are insured with the Insurance Fund for the Mass Media 

(ETAP-MME).  

 • Mariners are affiliated with the Mariners’ Insurance Fund (NAT).  
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 • Civil servants are insured with the General Accounting Office (GLK) which operates under 

the Ministry of Finance. However, persons who enter the public sector from 1/1/2011 

onwards are insured with IKA-ETAM.  

  

There are also sectors and branches for supplementary insurance (supplementary pension 

and lump sum allowance) on a compulsory and contributory basis, which operate either 

within the funds which provide main insurance or as independent funds. The different 

supplementary funds will gradually be incorporated into the United Supplementary Insurance 

Fund (ETEA), which operates since 1 July 2012.  

 

Hungary 

Prior to 2012, early retirement provision was applicable to over 800 jobs, the major groups of 

which included: work carried out underground, at drilling rigs, in compressed air, in thermal 

operations, in the electricity industry, in the textile industry, in the baking industry, in cold 

storage plants, under exposure to ionising radiation, in transportation, in civil aviation, in the 

explosives industry, as well as certain occupations of civilian employees in the Hungarian 

Armed Forces. Artists were also covered by a specific pension regime. 

 

These schemes are being unwound. 

 

Poland 

There are special schemes for individual farmers, military personnel, and police personnel. 

The main special scheme is for miners, and also persons working with lead, cadmium or 

asbestos. These special early retirement privileges will be in force until the end of 2008, with 
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the exception of miners who retain their early retirement privileges as before. The right to 

early retirement does not exist in the reformed pension system although bridging pensions 

constitute certain equivalence for people who were born before January 1969. Bridging 

pensions, according to the government proposal, are paid to people working in conditions 

that are verified by medical experts and these conditions cannot be removed by any 

technical, legal, medical or organisational measures or in case of requirement of certain 

psychophysical condition required to safeguard life of the worker and other people (i.e. 

pilots, train drivers etc.). 

 

Portugal 

Portugal had a number of different schemes before the financial crisis. These included 

schemes for miners, maritime workers of the merchant navy, fishermen and seafarers, and 

air traffic controllers. Civil servants and lawyers are covered by special schemes and have 

their own specific organisations. Since the Economic Adjustment Programme, the different 

schemes are being unified and harmonised gradually. 
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Question 2.8: Is there a supplementary pension system in these countries? Is it 

optional? Is there public financing, private or both? 

In Greece there is a second pillar supplementary pension system, on a voluntary basis, 

which includes nine occupational insurance funds on a voluntary basis. 

In Hungary there is a second pillar supplementary pension system, on a voluntary basis. 

Prior to 2009 this pillar was mandatory. Very few individuals chose to remain active in the 

private pension pillar after the reform. 

In Poland individuals need to pay into a private pension (the proportion is being reduced, 

however). The insured do not pay contributions directly to the private pension funds but 

rather to the State which then transfers part of the contribution. 

There are three types of supplementary schemes in Portugal: a public funded scheme with 

voluntary and individual affiliation that aims at delivering benefits complementary to those 

delivered by the social insurance scheme, the supplementary schemes based on a collective 

initiative which are optional and intended for specific professional groups and the 

supplementary schemes based on an individual initiative. 
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Question 2.9: Are there any social assistance benefits to old people or other 

vulnerable groups? Can these benefits be stacked with pensions? 

Minimum pension provisions have been described in the answer to Question 2.3. In addition 

there are a number of guaranteed minimum resources or social assistance benefits.  

 

Greece 

A pilot project on “Minimum Guaranteed Income” started in 2014 in two regions of the 

country. It aims to act as the ultimate welfare safety net and act as a conduit for reintegration 

policies. In addition there is a non-contributory benefit in the form of a rental fee, paid to 

uninsured and financially weak elderly over 65 years who live alone or in a couple and do 

not own a house. The programme is implemented by the Directorate of Social Welfare of the 

municipalities of the country. The Housing Allowance amounts to €362 per month. 

 

Hungary 

While there is no general non-contributory minimum, there are specific non-contributory 

minima. This is paid from the central budget, in the case of old age allowances. The latter 

are meant to provide a minimum standard of living for persons in old-age. The benefit 

amount is fixed in case the claimant and his/her spouse has no income at all. In case they 

have some income, this income is supplemented to the amount defined by law. While 

benefits for persons in active age are administered by the local authorities, Old-age 

allowance is administered by the district offices but they are regulated centrally. The 

claimant does not have to exhaust any other claims. The benefit can be combined with other 

types of benefits. These benefits reduce the amount of the old-age allowance (except for the 

benefits which do not count as income, e.g. home maintenance support, debt reducing 

support). A person is eligible, if the per capita income, including the income of the spouse, is 
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not higher than 80% of the minimum old-age pension, or 95% in the case of a one-person 

household below 75 years of age and 130% in the case of a one-person household over 75 

years of age. Home maintenance support can be claimed if the income per consumption unit 

in the household does not exceed 250% of minimum old-age pension. The claimant is not 

entitled if the property of his/her household exceeds the limit defined by law. In addition, 

persons participating in a debt management procedure also qualify for this support. The 

minimum amount of this support is €8.50 per month. 

 

Poland 

The aim is to enable people and families to deal with problems which they are not able to 

overcome with their own resources. Benefits can be granted to persons and families whose 

income per capita does not exceed the income criterion. Benefits are organised by units of 

central and local administration in cooperation with organisations such as foundations, 

associations, the Catholic Church, other churches, religious groups, trade unions, employers 

and natural and legal persons. Social assistance may be combined with pensions.  

For single persons, benefits can be granted if the income does not exceed the income 

criterion of €125 per month, while for households, benefits can be granted if the income per 

person in the household does not exceed the income criterion of €105 per month. 

The Periodic Allowance may be granted to persons and families without sufficient income 

particularly due to prolonged illness, disability, unemployment and without possibility to 

maintain or acquire the rights to benefits from other social security systems. The exact 

amount depends on the decision of the Social Assistance Centres and ranges between a 

minimum of €4.62 per month to a maximum of €96. The Permanent Allowance is an 

obligatory allowance, granted to persons incapable of working due to their age or disability. It 

ranges between €6.92 per month to €122. The exact amount depends on the decision of the 

Social Assistance Centres. The Special Needs Allowance is intended to meet certain needs 
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(e.g. purchase of medicines, repair work, clothes, groceries, heating, and housing). The 

claimant must be in need and the benefit may be granted regardless of income. The amount 

depends on the decision of the Social Assistance Centres. 

 

Portugal 

There is a universal scheme for all residents who are in a situation of socio-economic 

deficiency. It is a non-contributory system funded by taxation, organised at national level. 

The Social integration income is a cash benefit in conjunction with an integration contract 

aimed at ensuring that individuals and their family have sufficient resources to cover their 

basic needs, while promoting their gradual social and professional integration. There are 

specific non-contributory minima invalidity and old-age social pension, widow(er)’s pension 

and orphans pension; and a solidarity supplement for the elderly. 

Prior to getting Social integration income, the beneficiary must be willing to apply for other 

benefits to which s/he may be entitled, to recover any outstanding debts and to assert the 

right to alimony pension. The social integration income can be combined with other social 

security benefits, such as the long-term care supplement, the solidarity supplement for the 

elderly and the allowance for assistance by a third party. The Solidarity supplement for the 

elderly operates in the same way, and can be combined with the old-age pension, the long-

term care supplement and the monthly life annuity. 

For the beneficiaries of the solidarity supplement for the elderly, the law provides for 

additional benefits consisting of a financial contribution towards the price of medicines, 

spectacles and certain prostheses. Pensioners whose total annual income does not exceed 

14 times the guaranteed minimum retribution applicable during the previous year, or 14 

times the current indexing reference of social support IAS when this reference exceeds the 

guaranteed minimum retribution, benefit from an increased contribution by the State towards 

the price of medicines and are exempted from co-payments for health care.  
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Topic 3: Financing structure 

Main question: How does Brazil’s pension financing structure compare to EU 

countries’ ones? 

Question 3.1: How are social security revenues composed? Does the 

employee/employer/Government contribute? What does happen if some of these 

participants do not pay (if possible)? 

As can be seen in Table 27, Hungary and Poland have similar financing principles for their 

systems based on a mix of contributions and tax revenue. Greece uses an explicit annual 

state subsidy, while Portugal focuses just on contributions, though in accidents/occupational 

diseases it also makes firms pay insurance premiums. Coverage of the system is mandatory 

for employees, so they all need to register and participate. Responsibility lies with employers 

to forward contributions. If these are not forwarded, social security rights are not affected. 

Table 27: Source of financing   
  

 
Old age Sickness Disability 

pension 
Survivors Accidents 

Greece 

Contributions 
(employer & 
employee) / 
Annual State 

Subsidy 

Contributions 
(employer & 
employee) / 
Annual State 

Subsidy 

Contributions 
(employer & 
employee) / 
Annual State 

Subsidy 

Contributions 
(employer & 
employee) / 
Annual State 

Subsidy 

Contributions 
(employer & 
employee) / 
Annual State 

Subsidy 

Hungary 

Contributions 
(employer & 
employee)/ 

Taxes 

Contributions 
(employee)/ 

Taxes 

Contributions 
(employer & 
employee)/ 

Taxes 

Contributions 
(employer & 
employee)/ 

Taxes 

Contributions 
(employer)/ 

Taxes 

Poland 

Contributions 
(employer & 
employee)/ 

Taxes 

Contributions 
(employee)/ 

Taxes 

Contributions 
(employer & 
employee)/ 

Taxes 

Contributions 
(employer & 
employee)/ 

Taxes 

Contributions 
(employer)/ 

Taxes 

Portugal 

Contributions 
(employer & 
employee) 

Contributions 
(employer & 
employee)/ 

Taxes 

Contributions 
(employer & 
employee) 

Contributions 
(employer & 
employee) 

Contributions/ 
Insurance 
premiums  
(employer) 

 

Source: Mutual Information System on Social Protection (MISSOC) 

 http://ec.europa.eu/social/main.jsp?catId=815&langId=en  
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Table 28: Contribution rates   
   

 
Overall Old age Sickness Disability 

pension 
Survivors Accidents 

Greece 

No overall Employer 
13.33% & 
employee 

6.67% 
Ceiling 

(monthly): 
€5546.80 

Employer 
0.8% & 

employee 
0.4% 

Ceiling 
(monthly): 
€5546.80  

Included in 
Old age 

Included in 
Old age 

Included in 
Sickness 

Hungary 

No overall Employer 
27% & 

employee 
10% 

Employee 
3% 

Included in 
Sickness 

Included in 
Old age 

Flat rate of 
€23 per 
month 

Poland 

No overall Employer 
9.76% & 

Employee 
9.76% 

Ceiling: 30 X 
average 

wage 

Employee 
2.45% 

Employer 
6.5% & 

Employee 
1.5% 

Ceiling: 30 X 
average 

wage 

Included in 
Disability 

Employer 
0.67% to 
3.86% 

Portugal 

Employer 
23.25% & 
employee 

11% 
No ceiling 

Included in 
Overall 

Included in 
Overall 

Included in 
Overall 

Included in 
Overall 

Accidents: 
premiums 

vary; 
Diseases: 
Employer 

0.5% 
 

Source: Mutual Information System on Social Protection (MISSOC) 

 http://ec.europa.eu/social/main.jsp?catId=815&langId=en 

Note that in Portugal there are reduced contributions for certain activities and employers, in 

particular for non-profit organisations, and for certain groups as young people looking for 

their first job and the employment of disabled people. In Hungary those who take early 

retirement but then find employment pay reduced rates. 

As for public authorities’ participation in financing, in Greece there is a guarantee of an 

annual subsidy to the main social security scheme equivalent to 1% of GDP to cover 

liabilities due to those insured since 1993. In Hungary and Poland the State covers any 

deficits in the public scheme (no contributions to private supplementary schemes). In 

Portugal the State partly finances minimum pensions. In all countries, non-contributory 

minimum income schemes come from the State budget. The main systems are financed as 

a pay-as-you-go, but there is a small reserve fund in the Portuguese system. 
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Question 3.2: How are pension resources, assets and budget managed? Is there a 

specific pension fund? Are there minimum standards to be reached by managers 

(different rules to public and private funds)? How are the managers chosen? How 

are these resources monitored or supervised? 

In Greece the different social security institutions are administered by boards in which the 

representatives of the insured persons, the pensioners, the employers and the State 

participate. These boards are, in turn, supervise by the Ministry of Labour, Social Security 

and Welfare to see that legislation is being properly applied and there is no fraud. From 2019 

onwards, financing of the pension branches of the social security bodies will pass on to a 

new body the Generational Solidarity Insurance Fund, which will attempt to keep the system 

in actuarial balance. Until then, there is a general process towards harmonisation of all the 

different funds, but given the past fragmentation of the system the process is difficult and is 

requiring pressure from the European Commission. The supplementary private pension 

system is monitored by the financial services regulator. 

In Hungary, the system operates on a pay-as-you-go basis, is centralised and is managed 

publicly. Contributions are centrally collected by an agency operated by the Ministry for 

Finance and the allocated proportion is passed to the State Pension Fund which pays the 

benefits. Any deficits between contribution revenue and pension payments are financed by 

an annual transfer from the Central Budget. The State Pension Fund is considered to be an 

independent part of the state finances structure of the Hungarian government. Prior to the 

renationalisation of the mandatory private second pillar, part of contributions used to be sent 

to private firms. The latter used to be supported by a Guarantee Fund set up by Government 

and supervised by the financial service regulator. This has now ended as after the 

renationalisation the industry has virtually disappeared. The funds of the private firms (over 

10% of GDP) were placed into a Pension Reform and Debt Reduction Fund, managed by 
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Government representatives. These funds appear to have been mostly spent already to 

reduce the public debt and to finance deficits of the state pension system. 

Turning to Poland, with the exception of the special schemes which tend to be run 

separately and tax-financed, the general system has two pillars: the notionally defined 

contribution scheme and the private mandatory scheme (chosen by the individual). The old 

system is managed by the same agency that manages these pillars. The agency prepares 

annual projections of the long-term revenue and expenditure for old-age pensions in order to 

prepare a strategy for managing the Demographic Reserve Fund. This acts as a reserve that 

can be used to cover deficits. Note however that in most cases deficits between revenues 

and contributions to the pension system (in the Social Insurance Fund) are covered directly 

by the state budget. Since part of contributions was being diverted into private pension 

systems, this was resulting in increasing deficits. As a result, a decision was made to 

reallocate a significant part of contributions to the state system and allocate just 2% of 

contributions to the private system. Since the system covering new workers is a notionally 

defined contribution system, very precise records have to be kept as benefits will depend on 

accumulated balances of contributions and the notionally allocated interest on contributions. 

However, differently to the Swedish notional defined contribution system, the Polish system 

does not include an automatically balanced mechanism which reduces the notional interest 

rate and the indexation of pension benefits so that any future deficits are eliminated.  

The Portuguese statutory system is financed on a pay-as-you-go basis by contributions and 

is also allocated a small fraction of Value-Added Tax. A share of this revenue is annually 

transferred to the Social Security Trust Fund that acts as a buffer fund for times of stress. 

While the social security system is autonomous with respect to legal, administrative and 

financial matters, it is supervised by the Ministry of Solidarity and Social Security. The 

benefit administration is separate from the provision and management of benefits. At the 

same time, the financial management of the system is centralised in the Institute for financial 

management of Social Security.  
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Question 3.3: Are there special rules for small companies or self-employed people? 

If you are self-employed in Greece, you must self-register with the relevant occupational 

Association or Chamber, and the Public Revenue Authority, and then register with the 

appropriate social security institution depending on the occupational affiliation. At present, 

there is an organisation for farmers, one for self-employed persons and another for self-

employed members of the liberal professions. Since 2011 there are harmonised conditions 

for pension entitlements for employees and the self-employed. Sickness benefits are not part 

of the system for farmers.  

In Hungary and Poland, there are no special provisions for the self-employed except that 

they have to interact with the system in their personal capacity rather than through an 

employer. In Hungary, the minimum amount declared needs to be 100% of the minimum 

wage, while in Poland it needs to be no lower than 60% of the average monthly 

remuneration. Pensions paid to farmers in Poland are mostly financed by the state, while in 

Hungary small farmers pay a reduced rate of contributions. 

The self-employed pay a lower amount of contributions in Portugal (29.5% against 34.75% 

for employees and employers combined), but benefits follow the same generosity as for 

employed persons. Moreover membership of the social insurance system is voluntary if the 

annual income for self-employed work is less than six times the indexing reference of social 

support. Lawyers and solicitors are covered by a separate fund to the rest, while other self-

employed join the general scheme.  

 

 

 

 



Dialogos Setoriais: Uniao Europeia, Brasil  Second Draft: External Expert report 

77 

 

Question 3.4: How does the pension system impact on the tax burden? Amount of 

contribution versus amount spent on pensions. 

Table 29 shows the amount collected in 2011 in social contributions as a % of GDP, together 

with different types of pension spending. This suggests that in Portugal there is a 

considerable gap between current pension spending and the amount of contributions 

collected. Greece and Poland face slight deficits, while Hungary has a surplus. 

If one were to consider just old age pensions, in all countries social contribution revenue 

would be more than enough to cover outlays, with the biggest surplus in Greece. Early 

pensions and survivors pensions, taken together, in Greece are twice as high as in other 

countries.  

Table 29: Social contributions versus amount spent on pensions (% of GDP) in 2011   
 

 

Social 
contributions 

Disability 
pensions 

Old-age 
pensions 

Anticipated 
old age 

Survivors 
Balance of 

contributions 
to pensions 

Greece 15.4 0.8 9.5 3.2 2.3 -0.4 
Hungary 12.5 1.1 8.0 1.3 1.3 0.8 
Poland 11.7 1.1 7.4 1.6 1.9 -0.3 

Portugal 12.4 1.9 11.4 0.5 1.8 -3.2 
 

Source: Eurostat 
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Topic 4: Financial and actuarial soundness 

Main question: How do Brazil and the selected count ries monitor and evaluate 

the financial and actuarial health of their systems ? 

Question 4.1:  How does the value of benefits vary in time? Is it indexed by inflation? 

Set out any differences between minimum pension and assistance benefits. How are 

benefits calculated (life expectancy-based)? 

Table 30: Indexation of pensions   
 

 

Old-age 
pensions 

Disability 
pensions 

Guaranteed 
minimum 
resources 

Accidents/ 
Occupational 

Diseases 

Greece 

Annual 
adjustment by half 
GDP growth and 
half inflation, but 
cannot exceed 

inflation 

Annual 
adjustment 
according to 

income policy 

Not applicable Annual 
adjustment 
according to 

income policy  

Hungary 

Annual 
adjustment to 

inflation; 
increases to 

minimum pension 
discretionary 

Annual 
adjustment to 

inflation 

Depends on 
minimum old age 

pension, 
discretionary 

amount 

Annual 
adjustment to 

inflation  

Poland 

Annual 
adjustment to 

inflation and also 
20% of real 

wages. Subject to 
negotiations with 
social partners 

Annual 
adjustment to 

inflation and also 
20% of real 

wages. Subject to 
negotiations with 
social partners 

Set every three 
years on basis of 
threshold of social 

intervention 

Like disability 
pensions 

Portugal 

Annual 
adjustment in line 

with growth of 
GDP and inflation; 

minimum 
pensions in line 
with indexing 

reference of social 
support 

Annual 
adjustment in line 

with growth of 
GDP and inflation, 

but more 
favourable for 

lowest pensions 

In line with 
indexing reference 
of social support 

Annual 
adjustment in line 

with growth of 
GDP and inflation 

 

Source: Mutual Information System on Social Protection (MISSOC) 

 http://ec.europa.eu/social/main.jsp?catId=815&langId=en 
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Table 30 sets out the indexation post-retirement of pension benefits. Please note that in 

Portugal in 2013 the only pensions to be increased were the minimum pension. The other 

benefits were frozen. 

The reply to question 2.3 set out the main determinants of the value of pension benefits; 

including the minimum and maximum values. Here we provide a concise summary of the 

normal formula. 

In Greece and Hungary, the pension is related to earnings using an accrual rate which 

varies. In Poland the system is defined contribution; such that benefits depend on 

accumulated contributions and the notional interest earned on them. At retirement this 

notional capital is divided by the average life expectancy at retirement age, using life tables 

published by the Central Statistical Office. In Portugal the pension is calculated by 

multiplying reference earnings by an accrual rate and a sustainability factor. Earnings are 

adjusted by applying an index resulting from the weighting of 75% of consumer price inflation 

and 25% of the change in average earnings (the latter only if the change in earnings was 

higher than that in inflation). The accrual rate depends on how the level of earnings 

compares with the indexing reference for social support with lower incomes being given 

2.3% and highest incomes 2%. The sustainability factor is the relation between average life 

expectancy at age 65 in 2006 and the level observed a year before retirement.   
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Question 4.2:  What are the social security revenues and expenditures for the past 5 

years? 

Table 31 sets out the total revenue of social security systems in these four countries. Note 

that there is a substantial element of Government subsidies in all countries – the least being 

in Poland and the highest in Portugal. 

 

Table 31: Social Security Revenues (% of GDP), in brackets revenue from 

contributions 

  2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 

Greece 24.7 24.5 25.2 25.8 25.7 25.8 27.4 29.0 29.5 30.5 

 (15.4) (15.0) (15.3) (15.0) (14.8) (15.0) (14.8) (15.2) (15.6) (15.4) 

Hungary 20.7 20.6 20.4 21.4 24.0 26.0 24.8 27.7 27.1 22.4 

 (11.6) (12.1) (12.1) (12.4) (12.6) (15.1) (14.9) (14.5) (13.6) (12.5) 

Poland 21.5 21.2 20.3 20.4 20.3 19.3 19.3 18.9 18.3 18.7 

 (13.4) (13.2) (12.3) (12.7) (12.3) (12.0) (11.7) (11.8) (11.2) (11.7) 

Portugal 22.2 23.1 25.1 25.6 25.7 25.1 25.6 27.8 27.7 27.6 

 (11.7) (11.6) (11.6) (11.6) (11.6) (11.6) (11.8) (12.4) (12.3) (12.4) 

 

Source: Eurostat 

Table 32: Social Security Expenditures (% of GDP), in brackets excluding health 

  2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 

Greece 23.4 22.7 22.9 24.2 24.1 24.1 25.4 27.4 28.2 28.9 

 (18.0) (17.3) (17.4) (18.1) (17.7) (17.8) (18.5) (19.9) (20.5) (21.9) 

Hungary 20.0 20.9 20.4 21.5 22.0 22.3 22.5 23.9 22.6 22.8 

 (15.1) (15.5) (15.1) (15.8) (16.2) (17.2) (17.5) (18.8) (17.4) (16.9) 

Poland 20.7 20.7 19.7 19.2 19.0 17.8 18.2 18.8 18.8 18.7 

 (17.2) (17.3) (16.5) (16.0) (15.8) (14.5) (14.4) (14.9) (15.0) (15.1) 

Portugal 20.9 21.6 22.3 22.9 23.0 22.6 23.2 25.5 25.4 25.0 

 (14.8) (15.8) (15.9) (16.4) (16.7) (16.5) (17.0) (18.5) (18.7) (19.0) 

 
Source: Eurostat 



Dialogos Setoriais: Uniao Europeia, Brasil  Second Draft: External Expert report 

81 

 

Table 32 shows data for the most recent 10 years of social security expenditures. It should 

be noted that Eurostat classifies health expenditure as part of social security outlays even 

though in many systems health is financed directly from taxes. Thus we have also included 

figures that exclude health spending. The figures in brackets in Table 32 show spending on 

old age pensions (including survivors), disability, unemployment benefits, family/children 

benefits, housing and minimum income guarantees. Figures just on pensions were provided 

in Table 26.  

 

 

 

 

 

 

 

 

 

 

 

 

 



Dialogos Setoriais: Uniao Europeia, Brasil  Second Draft: External Expert report 

82 

 

Question 4.3:  How are the mathematical reserves being recorded/monitored? Are 

there individual accounts (notional account)? What are the variables used? 

Only Poland has a system of notional accounts. In other countries, the system is defined 

benefit with the degree of individual record keeping depending on the formula. Given the 

move towards the inclusion of career average earnings in pension formula, there is 

increasing focus on maintaining good records on income on which contributions were paid. 

However in many countries records are limited to just some decades. 

In the response to question 3.2, we set out the administrative arrangements of the different 

pension systems. With the exception of Greece and special schemes in each country, social 

security revenue and expenditure are recorded in a specific fund. Deficits are cleared by 

central government, and in most cases a small buffer fund is included to act as a reserve. 

There is increasing focus on financial management, with countries like Greece and Portugal 

now looking into issues of actuarial balance and long term solvency. In Poland the 

underlying idea of the notional defined contribution system is that the contribution rate will 

not be changed. Thus a lot of effort is placed to project future shortfalls in order to adjust the 

parameters governing the starting date of benefits and their value.  
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Question 4.4:  How are the social security revenue exemptions being accounted? 

Typically such exemptions, particularly when they are related to periods of childcare and 

unemployment, command an explicit government subsidy to the social security system. In 

practise funds are not really transferred from general government to the social security 

agency separately, but are part of the overall transfer. 
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Question 4.5:  How does the country monitor the social security system health? 

What is the role of the EU? What indicators or reports are used? 

Every Member State has national sovereignty over its social security system. The degree to 

which each country monitors its social security system varies, but given that each country 

has a strong central institution looking at overall finances and given the large fiscal transfers 

that are granted, scrutiny is increasing. In particular, in Poland and Hungary the initial 

decision to allocate part of social security revenue to private pension accounts converted the 

long-term financial problem of pay-as-you-systems into an immediate issue. This contributed 

to increase the financial monitoring of the system, as pressure on government transfers 

increased sharply. In Poland, for instance, the new system included a reserve fund which 

carried out long term projections of potential shortfalls. A similar situation developed in 

Greece and Portugal with the economic crisis. The economic adjustment programmes that 

these countries had to go through included substantial pension reforms and also included 

the requirement to carry out regular actuarial projections.  

Direct intervention from the EU, except when the country is subject to an economic 

adjustment programme, occurs only when elements of a national system are seen as 

hampering the movement of goods, services, capital and labour across EU countries. 

However the EU is increasingly using the OMC in pensions. Work in this area is carried out 

under the auspices of the Social Protection Committee (SPC) which is an EU advisory 

committee that monitors social conditions in the EU and reports on social inclusion, health 

care long term care and pensions, and promotes discussion and coordination of policy 

approaches among national governments and the Commission. It regularly produces reports 

and opinions on its own initiative or at the request of the Council or the Commission. It is 

composed of experts from each Member State and the Commission and meets regularly. Its 

work is supported by that of the Indicators Sub-Group, which is made up of technical experts 

from each country and develops and defines EU social indicators to monitor progress.  
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In February 2012, the European Commission published a White Paper on adequate, safe 

and sustainable pensions. This looked at how the EU and the Member States can work to 

tackle the major challenges that confront pension systems. It put forward a range of 

initiatives to help create the right conditions so that those who are able can continue working 

- leading to a better balance between time in work and time in retirement; to ensure people 

who move to another country can keep their pension rights; to help people save more and 

ensure that pension promises are kept and people get what they expect in retirement. It 

proposes, in particular, to: 

• Create better opportunities for older workers by calling on the social partners to 

adapt work place and labour market practices and by using the European Social 

Fund to bring older workers into work; 

• Develop complementary private retirement schemes by encouraging social 

partners to develop such schemes and encouraging Member States to optimise tax 

and other incentives; 

• Enhance the safety of supplementary pension schemes, including through a 

revision of the directive on Institutions for Occupational Retirement Provision (IORP) 

and better information for consumers; 

• Make supplementary pensions compatible with mobility, through legislation 

protecting the pension rights of mobile workers and by promoting the establishment 

of pension tracking services across the EU; 

• Encourage Member States to promote longer working lives, by linking retirement 

age with life expectancy, restricting access to early retirement and closing the 

pension gap between men and women; 

• Continue to monitor the adequacy, sustainability and safety of pensions and 

support pension reforms in the Member States. 
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Since then the European Commission and the SPC presented the first Pension Adequacy 

Report. Looking at a number of agreed indicators on pension adequacy, it found that reforms 

will lower statutory pensions in the future, in order to ensure that pensions remain affordable 

as life expectancy increases and the ratio between workers and pensioners decreases. For 

pensions to remain adequate, people will need to work longer and save more for their 

retirement through supplementary pensions. The Pension Adequacy report will be published 

every two years.   

Since 2001, the Commission and Member States have been preparing the Ageing Report. 

This report, prepared by Commission and Member States following an agreed methodology, 

definitions and assumptions, assesses the economic and budgetary impact of ageing of 

society. It includes forecasts for the next fifty years of spending on pensions, health and 

long-term care, unemployment and education. Member States are responsible for modelling 

their national pension system, but need to follow agreed assumptions and definitions. The 

Ageing Report is published every two years, typically not the year when the Pension 

Adequacy is published. 

In 2001, the Commission and Member States agreed on common objectives on pension 

policy; namely: 

Adequate and sustainable pensions by ensuring: 

(1) adequate retirement incomes for all and access to pensions which allow 
people to maintain, to a reasonable degree, their living standard after 
retirement, in the spirit of solidarity and fairness between and within 
generations; 

(2) the financial sustainability of public and private pension schemes, 
bearing in mind pressures on public finances and the ageing of populations, 
and in the context of the three-pronged strategy for tackling the budgetary 
implications of ageing, notably by: supporting longer working lives and 
active ageing; by balancing contributions and benefits in an appropriate and 
socially fair manner; and by promoting the affordability and the security of 
funded and private schemes; 
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(3) that pension systems are transparent, well adapted to the needs and 
aspirations of women and men and the requirements of modern societies, 
demographic ageing and structural change; that people receive the 
information they need to plan their retirement and that reforms are 
conducted on the basis of the broadest possible consensus. 

 

To monitor progress towards achieving these objectives, the following principal indicators 

are regularly monitored:   

Objective one:  adequate pensions 

At-risk-of-poverty rate of older people: The proportion of 65+ with an income below the 

60% threshold of equivalised disposable income. 

Median relative income of elderly people: Median equivalised disposable income of 

people aged 65+ as a ratio of income of people aged 0-64 

Aggregate replacement ratio: Median individual pensions of 65-74 relative to median 

individual earnings of 50-59, excluding other social benefits. 

Change in projected theoretical replacement ratio for base case over the next forty 

years: Change in the theoretical level of income from pensions at the moment of take-up 

related to the income from work in the last year before retirement for a hypothetical worker 

(someone on average wage who has contributed for the previous forty years). 

Objective two: sustainable pensions 

Total Current Pension expenditure (% of GDP): This covers disability pension, early 

retirement benefit due to reduced capacity to work, old-age pension, anticipated old-age 

pension, partial pension, survivors' pension and early retirement benefit for labour market 

reasons. 

Employment rate of those aged 55 to 64:  proportion of persons employed in relation to 

the total number of people in a given age group. 
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Effective labour market exit age: The average age of withdrawal from the labour market, 

based on a probability model considering the relative changes of activity rates from one year 

to another at a specific age. 

Projections of Pension expenditure, public and total for the next fifty years (% of GDP) 

Objective three: modernised pensions 

Gender differences in the risk of poverty: difference by gender in the risk of poverty for 

65+. 

Gender differences in the relative income of older people: difference by gender in the 

median relative income of elderly people. 

Gender differences in aggregate replacement ratio: difference by gender in this ratio. 

 

While initially these indicators were monitored on an individual country basis, now there is an 

increased focus on comparing countries with each other and trying to indicate worst 

performers.  Examples of these ‘scoreboards’ are presented in Tables 33 to 36. 

Moreover the Commission has been issuing a lot of country specific recommendations on 

pensions (in fact it issued 17 and 15 in 2012 and 2013, respectively). The country specific 

recommendations are discussed with Member States at least three times a year and a 

formal assessment on progress is made each year. Member States face pressure to show 

progress and as a last resort there is the prospect of sanctions if Member States repeatedly 

fail to take action on public finances. 
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Table 33: Current Adequacy 
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Table 34: Employment and sustainability 
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Table 35: Future adequacy: forward looking indicators 
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Table 36: Pensionable ages and complementary pensions 
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Question 4.6:  Is there interference from the Judiciary or from other organizations on 

the granting of benefits? 

The European Court of Justice intervenes mainly in issues of social security coordination. 

For instance there have been rulings when a country cuts the pension entitlements of 

someone who worked in another EU country. It also has intervened in cases of human rights 

or gender discrimination; for instance leading to the equalisation of retirement ages between 

men and women. 

The interference by national courts varies and depends on the constitutional traditions of the 

country in question. For instance, in Hungary there was quite a large movement to try to 

resist the nationalisation of the private pension pillar on the basis that it attacked private 

property. However the constitutional court failed to uphold this request saying that pensions 

did not have the same constitutional entrenchment as other state provided services. On the 

other hand, in Portugal the Constitutional Court has intervened in a number of occasions. 

For instance it ruled that the suppression of the 13th and 14th monthly allowances for 

pensioners was unconstitutional.  

On the other hand, in all countries, political parties, trade unions and employers’ 

associations do lobby governments on pension policies and try to influence policy. In some 

cases, for instance, indexation of benefits in Poland, these organisations have an effective 

say in policy decisions, though typically they can be overruled by the Minister in question.   
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Topic 5: Partial contribution  

Main question: How do the selected countries manage  partial contribution to 

pension systems? 

Question 5.1:  How does the EU operate the financial compensation (portability) 

between social security systems? 

There are four main principles guiding the coordination of social security rules: 

1. One is covered by the legislation of one country at a time so one only pays 

contributions in one country. The decision on which country's legislation applies is 

made by the social security institutions.  

2. One has the same rights and obligations as the nationals of the country where one is 

covered. This is known as the principle of equal treatment or non-discrimination. 

3. When one claims a benefit, one’s previous periods of insurance, work or residence in 

other countries are taken into account if necessary. 

4. If one is entitled to a cash benefit from one country, one may generally receive it 

even if one is living in a different country. This is known as the principle of 

exportability. 

For example, in the UK pensioners are paid a winter fuel allowance. If a UK pensioner 

moves abroad, he still is entitled to this allowance (even though there is no such allowance 

in that country and one may not need a heating allowance there). However note that social 

assistance is not portable, and depends on rules in the country (typically a period of 

residence)   

The benefits and financial charges to national pension systems follow a proportional rating 

among countries based on the share of the career covered by the system. Regulation (EC) 
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No. 883/2004 makes a distinction between long-term and short-term benefits. Short-term 

benefits, such as sickness and unemployment benefits, are coordinated by applying the 

‘integration’ principle. This implies that only one benefit is awarded to a migrant worker. This 

benefit also is to be calculated in accordance with the legislation of one Member State only. 

For the coordination of long-term benefits, such as old-age, invalidity and survivors’ benefits, 

the partial pension method is used. This implies that the pension which the person 

concerned receives, is based on periods of insurance completed in the Member States 

where he or she was employed. As a result, various Member States may be responsible for 

the payment of a part of the pension in accordance with insurance periods completed under 

their legislation.  

Claimants have to submit their claim in accordance with the legislation of the State where 

they live or where they were last insured. They also are to supply all relevant information and 

supporting documents needed to assess the claim. It is up to the ‘contacting’ institution to 

send this information to the other institutions in question so that they can investigate whether 

the persons concerned are entitled to the benefit at hand. If this is the case, the respective 

institutions have to inform the ‘contacting’ institution on the periods of insurance fulfilled 

under their legislation. In addition, they are to make the calculations for their benefits. In 

doing so, they are to take account of the aggregation rules specified in Article 51 Regulation 

(EC) No. 883/2004, the calculation rules laid down in Article 52 and the rules to prevent the 

overlapping of benefits defined in Article 53 of that Regulation.  

To have their pensions paid in a third country, migrant EU nationals have to fulfil two sets of 

conditions, notably the conditions which are to be fulfilled for the application of the 

coordination rules laid down in Regulation (EC) No. 883/2004 and Regulation (EC) No. 

987/2009 and the conditions set out in the national legislation. Crucial is in the end whether 

national provisions guarantee the payment of pensions in third countries to nationals. After 

all, if this is the case, then nationals from the EU, the EEA and Switzerland will be able to 
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receive their pensions outside the EU under the same conditions, provided that they meet 

the conditions just mentioned.  

As far as pensions of third country nationals are concerned, the persons covered by 

Regulation (EC) No. 1231/2010 also enjoy equal treatment as regards old-age, invalidity and 

survivors’ statutory pensions based on the worker’s previous employment and acquired in 

accordance with the rules defined in Regulation (EC) No. 883/2004. Indeed, Regulation (EC) 

No. 1231/2010, as applied to Regulation (EC) No. 883/2004, does not create any principle 

that requires pensions to be exported to third countries. However, the application of the 

principle of equal treatment enshrined in Regulation (EC) No. 883/2004 implies that Member 

States must grant nationals of a third country covered by the Regulation the same 

advantages that they guarantee to their own nationals as well as to EU nationals and their 

family members. So, where national legislation gives a right to export a pension to a third 

country, then this right should be accorded to a person who obtains rights by virtue of 

Regulation (EC) No. 1231/2010, under the same conditions and at the same rates as the 

nationals of the Member State concerned and EU nationals who move to a third country. It 

follows that third country nationals who intend to derive entitlement to social security benefits 

from EU coordination rules, have to fulfil, or must have fulfilled, three sets of conditions, 

notably the conditions set out in Regulation (EC) No. 1231/2010, the conditions provided for 

in Regulation (EC) No. 883/2004 and the conditions defined by the legislation of the Member 

State concerned with regard to affiliation or entitlement to a social security benefit. The latter 

should be applied in accordance with the EU principle of equal treatment. 
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Question 5.2:   Is there financial compensation between different organizations of the 

same country (federal, states, province, cities)? 

In all countries, organisations are organised on a national level. As explained earlier, most 

organisations depend heavily on state subsidies. 
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Question 5.3:  Is there an informal labor market (part-time workers, women and 

unemployed)? To which benefits would these workers be eligible? Why are they in 

the informal labour market? If they receive any pension benefit, how are these 

benefits financed? Describe the credit systems. 

The Commission estimated that in 2012 the informal economy was equivalent to 24%, 23%, 

24% and 19% in Greece, Hungary, Poland and Portugal respectively. This is higher than the 

EU average of 15%.  The reasons underlying this have to do with the type of economic 

structure of the country (e.g. the presence of a large number of self-employed, the presence 

of industries which are paid in cash - tourism) and the nature of governance (these countries 

have only recently become democracies and so trust in institutions is still quite weak). 

Coverage of the social security system as regards self-employed persons has been dealt 

with in question 3.3, while the coverage of specific schemes has been described in previous 

answers. In general the principle is that benefits tend to depend on contributions and credits 

made. Those who work informally would tend to get either the minimum benefits or else 

have to rely on social assistance. In turn, social assistance schemes tend to be means-

tested and financed by general taxation. Minimum pensions, pension supplements and 

social assistance have been described earlier (in questions 2.3 and 2.9). 

Certain periods away from the formal labour market are still recognised by social security 

organisations. In fact, the EU Commission has increased its focus on this area, by asking 

Member States to provide estimates for the impact on generosity of career breaks to take 

care of children and periods spent in unemployment.    

Greece 

Childcare 

For mothers entitled to an old-age pension with the retirement conditions that applied until 31 

December 2010, there is a credit towards the pension qualifying conditions of one year for 
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the first child (300 days of insurance) and two years (600 days of insurance) for each 

subsequent child up to a maximum of three children, for children born after 1 January 2000. 

For insured persons entitled to an old-age pension with the new retirement conditions that 

apply from 1 January 2011 and onwards, either parent may use a credit period due to the 

fact that they raised children (one year or 300 days for the first child, two years for the 

second and each subsequent child with a maximum of five years all together) in order to fulfil 

the required conditions for entitlement to a pension. From 2013, the maximum on any credit 

period is six years. 

Unemployment 

For insured persons entitled to an old-age pension based on the stricter requirements that 

came into force from 1 January 2011 and onwards any period of (voluntary or involuntary) 

unemployment can be used as a credit period, towards the fulfilment of the minimum 

prerequisites for retirement. Note that subsidised unemployment cannot exceed one year or 

300 days during lifetime and that the maximum of six years of credit from 2013 applies. All 

credit periods taken into account in order to qualify for pension cannot exceed seven years, 

from 2014 onwards. 

Hungary 

Childcare 

Whenever childcare benefits are paid, these are taken to be equivalent to contributions. 

Unemployment 

The unemployed are covered by the earnings-related pension system. Generally, the 

periods of unemployment are qualified as a pensionable service. The earnings measure for 

the period of unemployment is the most favourable of: i) the amount of unemployment 

benefits; or ii) the average of previous and subsequent earnings. 
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Poland 

Childcare 

During periods of maternity leave, contributions are credited based on the maternity benefit, 

which is the average wage over the past 12 months, net of social security contributions. 

From 2009, the period of payment depends on the number of children and is 20 weeks for 

one child, 31 weeks for two children, 33 weeks for three children, 35 weeks for four children 

and 37 weeks for five or more children. 

From 2010 the father or mother may take an additional parental leave period equal to a 

maximum of six weeks. In case of multiple births the parental leave is increased. Parents on 

additional maternity leave may work part time (but maximum of 50%). In this case the 

maternity leave is reduced proportionally to the work time. From 2010 the father has the right 

to parental benefits for two weeks. During this time, pension contributions are paid for the 

schemes in which a person is a member and the amount of social welfare benefit is used as 

a base for contributions.   

Unemployment 

During periods of unemployment benefit receipt, a credit is given based on the amount of the 

unemployment benefit.  

Portugal 

Childcare 

Maternity periods (both full leave and part-time work) count in calculating the pension 

entitlement. These are credited towards the qualifying conditions. Pensionable earnings for 

these periods are based on pay in the six months before the second month of the start of the 

leave. From 2002, periods of up to three years caring for children under 12 working part time 

can be treated as if these periods of full-time work. 
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Unemployment 

Periods on unemployment benefits count in calculating pension benefits. Pensionable 

earnings for these periods are based on pay in the six months before the second month of 

the start of the unemployment period. This applies both to unemployment and to social 

unemployment benefits. 

Table 37: Impact on pension generosity of not having a complete career 

a) Current system 

 
Base 
case 

3 years 
childcare 

3 years 
unemployed 

10 years 
missing 

contributions 
Greece 101 101 101 76 
Hungary 60 42 49 29 
Poland 65 58 62 54 
Portugal 73 71 72 54 

 

b) System for someone retiring in 2050 

 
Base 
case 

3 years 
childcare 

3 years 
unemployed 

10 years 
missing 

contributions 
Greece 68 68 68 47 
Hungary 62 59 60 46 
Poland 35 25 32 27 
Portugal 59 57 58 46 

 
Note: Base case assumes 40 years contributions. Gross replacement rate shown here. 
Source: European Commission, Pension Adequacy Report  

Table 37 shows how different periods not paying contributions impact on generosity. Note 

that in most countries, being unemployed is more rewarded than taking a break for childcare. 

Long periods out of the labour market (i.e. not benefiting from unemployment benefits or 

maternity benefits) result in significant cuts in generosity. The impact of this policy of 

requiring longer careers increase with the reforms.  
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Topic 6: Pension reforms 

Main question: What were the most important pension  reforms made by the 

selected countries and how could they inspire Brazi lian Parliament?  

Question 6.1:   What were the most important pension reforms made by the selected 

countries in the last 10 years? Was there a transition period? What was the 

international pressure part on these reforms? Were the benefits reduced in value, cut 

or frozen? How did the Judiciary react to these reforms? 

In Eastern European countries, the pension reform process started much earlier than in the 

Mediterranean countries and included a significant move towards privately managed 

individual accounts. The communist era social security systems tended to be quite generous 

and very progressive. Reform in Eastern Europe took place in a context of transition to a 

market economy system.  The financial and social crisis faced by these countries resulted in 

the creation of large informal sectors and increased tax evasion, while large unemployment 

and redundancies from privatised firms worsened the ratio of contributors to beneficiaries.  In 

Poland and Hungary the number of contributors declined by 15% and 25%. Early retirement, 

in part, led to an increase in the number of pensioners by 20% in Hungary and a massive 

50% in Poland.7 This put the system under a lot of financial pressure.   

Setting up systems of individual accounts was seen as an effective means to boost financial 

sector development, help privatisation and spread the values of the market economy among 

the population. This reform option was pushed quite aggressively by World Bank experts 

involved in advising on the market transition process. However several studies have noted 

that in many countries the preconditions for administering private systems were not in place 

                                                           
7 See “The Gender Dimensions of Social Security Reforms in Central and Eastern Europe: Case 

Studies of the Czech Republic, Hungary and Poland” by Elaine Fultz, Markus Ruck and Silke 

Steinhilber (eds). Budapest: ILO Sub-regional Office for Central and Eastern Europe (2003). 
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and thus there were serious implementation problems.8 In Hungary and Poland, the number 

of workers shifting to private accounts exceeded expectations and reduced the contributions 

to the pay-as-you-go pillar, reducing its sustainability. As in Latin American countries, like 

Chile, administrative expenses were high and the industry consolidated in a way that a few 

companies started to dominate it. Markets for annuities proved to be difficult to set up; while 

pension funds ended up investing mainly in Government paper which coupled with the high 

administrative costs implied by their decentralised set-up reduced the potential benefits for 

contributors. Moreover in some countries, the collection and the management of contribution 

records was affected by administrative and technical hitches.9   

The move to privately managed individual accounts implied that contributions and benefits of 

an individual became directly linked and this reduced the possibilities of affecting 

redistribution. Progressive elements in pension formulae were removed or decreased.  In 

many cases, people had the option of staying within the old public system or move to the 

personal accounts pillar. Similar to what happened in the UK with the introduction of 

personal pensions in 1988, in many cases people who switched may have become less well 

off as a result. Chlon-Dominczak (2000)10 shows that surveys in Poland showed that “most 

people felt they were well informed and that information on the pension reform was readily 

available”, but then surveys often showed “that the knowledge of the pension system was 

limited to slogans rather than a deep understanding”. Moreover while there are indications of 

rational switching, there is “some evidence that choices made were not based on a detailed 

understanding of the new system”. The study also notes that “a significant proportion of 

people simply joined the pension fund of the first agent they came across”.   

                                                           
8 See for instance Kritzer, Barbara (2002) “Social Security reform in Central and Eastern Europe: 

Variations on a Latin American theme”, Social Security Bulletin, 64(4): 16-32.  
9 For a full assessment of these problems, see Fultz, Elaine and Tine Stanovnik (2004) “The collection 

of pension contributions: Trends, issues, and problems in Central and Eastern Europe”.  Budapest: 

ILO Sub-regional Office for Central and Eastern Europe. 
10 Chlon-Dominczak, Agnieszka (2000) “Pension reform and public information in Poland”, Social 

Protection Discussion Paper Series No.19. Washington D.C.: World Bank. 
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The main difference between Hungary and Poland was that while Hungary retained a 

relatively generous defined benefit pay-as-you-go pension benefit, in addition to the 

individual account, in Poland the importance of this benefit decreased considerably and 

moreover benefit determination became determined by the notional defined contribution 

approach. In the latter, a person’s pension benefit depends on contributions made, the 

notional interest attributed to these contributions (typically wage growth) and life expectancy 

at retirement. The reason why Poland adopted a more aggressive reform agenda probably 

reflects the more substantial financial problem the country faced. Between 1990 and 2000 

spending on old age and survivor’s’ pensions doubled from 5.3% of GDP to 10.9%. In just 

three years between 2000 and 2003, it rose by another 1.5% of GDP to 12.4%. By contrast, 

in Hungary during the latter period pension spending grew from 8% of GDP to 8.7%.  

The state pension benefit for those on average incomes went down by a half while the 

pension for those on low incomes in Poland was cut from being equivalent to 50% of the 

average wage to 38%. Individuals were expected to get nearly half of their pension income 

from the private pillar after the reform (see OECD, Pensions at a Glance 2007). In Hungary 

the decline in the state benefit was less pronounced (close to a third, rather than half). 

Hungary also had a lower pension age for men and women than Poland, 60 for men and 55 

for women. Before the financial crisis, Hungary legislated a gradual increase to 62 for both 

genders. 

Before the sovereign debt crisis, even though spending had been rising sharply, the pension 

reform process in Greece had not progressed much. There had been some effort to reduce 

early retirement, and to try to harmonise the fragmented system. In Portugal, however there 

was quite some change, with the alignment of pension ages for men and women at age 65, 

the introduction of increments for late retirement and reductions for early retirement, a 

reduction in indexation for higher pensions and a move from using the best 10 out of 15 

years in benefit calculation to using lifetime earnings. Moreover a decision was made to link 

the pension value to life expectancy, such that the base value was projected to drop by 
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nearly a fifth over the following forty years. Again the reason why Portugal reformed more 

than Greece is probably linked to the fact that Portugal faced a near-doubling of the pension 

bill from 5.4% of GDP in 1990 to 10.5% in 2003; whereas Greece saw an increase of just 

1.3% of GDP to 12.4%.   

The financial crisis, and more importantly the sovereign debt crisis, has led to pension 

reform playing a dominant focus for austerity policies. In particular, the EU Commission has 

been more vocal and put forward proposals focused on increasing the retirement age to 

higher ages and at a faster pace, eliminate early retirement, increase provision of incentives 

to remain in the labour market and linking pensions to projected cohort life expectancy. 

Table 38: Projected change in spending on pensions (2010 to 2050) 

 
2012 
report 

2009 
report 

2006 
report 

2001 
report 

Greece 1.9 12.4 
 

12.2 
Hungary 1.5 1.9 6.7 

 
Poland -1.8 -1.7 -3.3 

 
Portugal 0.6 1.4 9.7 

 
EU 1.5 2.2 2.5 2.9 

Note: Unavailable projections left blank. 
Source: Own workings using projections in various EU Commission Ageing Reports  

As can be seen from Table 38, in the case of Poland the bulk of the reforms were carried out 

quite early on with the move to the notional defined system and the introduction of private 

pension accounts in 1999. As a result, spending on pensions should drop over time in 

Poland. However in 2011 another wave of reforms started that abolished early retirement 

and replaced them with bridging pensions for certain categories of workers. These pensions 

are less generous than the previous early retirement benefits, and erode the pension that is 

paid after normal retirement age is reached. Another important change was that there was a 

significant reduction of the contribution to the individual accounts, from 7.3% to 2.3%. This 

amount instead went to finance first pillar pensions. Given that the value of the latter was left 

unchanged, this means that retired people will have less income than before, as they will 

accumulate a lower mandatory private pension, without any increase in the public one. The 
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only ‘compensation’ offered was that payments to individual accounts (up to a certain level) 

are tax free. After the 2011 election, the government increased the retirement age to 67, with 

an increase of four months each year for men and women, such that the pension age of 67 

will be reached in 2020 for men and in 2040 for women (as women currently can retire at 

60). There was considerable trade union resistance to this move, but Government has 

enacted the change and the first increase has already occurred. On the other hand, the 

Polish Government is resisting the Commission’s efforts to make it reform the miners’ 

pension, the social security scheme for farmers and that for uniformed services. 

The Portuguese reforms of 2007 had already addressed a lot of the projected increase in 

spending. However the collapse of the Portuguese economy in 2011 and the subsequent 

bailout led to further imposed reforms, this time targeting current spending rather than 

reducing future levels. There was an effective increase by one year in the statutory 

retirement age to 66, implemented by linking eligibility and benefit to the sustainability factor; 

and by aligning the rules and benefits of the public sector schemes to those of the general 

scheme. Moreover the 13th and 14th monthly allowance for pensioners were suppressed. 

The Constitutional Court intervened to stop this and instead argued that cuts should affect 

just those people on the highest pensions. The Economic Adjustment Plan also envisages a 

suspension of indexation and nominal cuts in higher pensions (above €1500 a month) 

through higher taxation. It is unclear whether these changes will be permanent features or 

will stop once the country exits the bailout scheme. 

As described earlier in this report, the Hungarian Government renationalised the private 

pension pillar after the financial crisis in order to improve the finances of the state pillar. After 

that, a concerted effort was made to close alternative routes to early retirement, making it 

very difficult to retire before the statutory retirement age. These new rules apply in most 

cases to younger to middle aged cohorts (e.g. those born before 1954 saw little change in 

the rules). The retirement age is gradually increasing to 65, rising by half a year for each 

successive cohort. The transition period will end in 2022. Indexation was reduced in 2009 
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from half wage half inflation to a direct link to inflation. The 13th month pension benefit was 

abolished.  

Greece was a laggard as regards pension reforms, but this changed dramatically with the 

bailout agreement it signed. This led to substantial changes intended to lower spending both 

in the future and at present. The main organisational change, already discussed, has been 

the move to amalgamate the different pension funds and work towards harmonising benefit 

rules across schemes. Pensionable age will gradually rise to 67, while an actuarial formula 

has been legislated that will strictly adjust benefits to available revenues. A census of public 

sector pensioners will need to be made every five years to assess better the financial health 

of these schemes. The pension formula for the general scheme has been cut drastically, 

with the changes taking effect from 2015 onwards in a phased way. From 2011 onwards 

there are two constituent parts: a basic pension and a contributory one. The accrual rates 

increase in line with the number of years contributed, in order to make people work for 

longer, while pensionable income is now a career average rather than the last five years. 

Moreover from 2021 onwards (and every three years) the statutory retirement age will rise in 

line with life expectancy. Indexation now also depends on GDP growth rates and the 

financial situation of pension funds. 

In summary, the tendency across countries has been to lower future benefits in order to 

reduce future spending. Table 35 shows that considering a constant 40 year career or even 

a shorter career more in line with actual labour market behaviour, the generosity of pensions 

will decline substantially, especially in Poland and Greece. Another element that seems to 

have changed is that whereas before long transition periods used to be the norm, 

policymakers have been more aggressive lately, changing in some cases even benefits in 

payment or those of people close to retirement. However note that benefit levels in these 

countries tended to be quite generous before the reforms and efforts were made to shield 

those on lower pensions from the impact of the changes. 
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Question 6.2:  How did the reforms try to adjust the pension system to changes in life 

expectancy? 

This has been to a large extent described in the answer to the previous question and to 

question 2.3. 

The Polish system is a notional defined contribution system. As a result, the value of benefits 

depends crucially on life expectancy at the age of retirement. 

The Greek system also now includes an element of notional defined contribution in that life 

expectancy will determine the retirement age and the value of some benefits and indexation 

will depend on how revenue matches outlays. 

As described above, the calculation of the value of benefits in the Portuguese pension 

scheme includes a sustainability factor based on life expectancy at 65 in the year before the 

pension is drawn and the value for 2006.  Moreover the Budget for 2014 in Portugal 

proposes the following: 

1. The year of reference for life expectancy at 65 will be 2000 instead of 2006 as in 

current legislation; 

2. Statutory age of retirement will be indexed to the sustainability factor so that in 2014 

the normal age of retirement that is required for entitlement to the full benefit 

increases to 66 and evolves afterwards in line with life expectancy at 65. 

Note that the Constitutional Court is expected to pass judgement on these modifications. 
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Topic 7: Adopting indicators to evaluate pensions policy 

Main question: What are the main issues that need t o be considered before 

deciding on a set of indicators to adopt to evaluat e the Brazilian pension 

system?  

Question 7.1: Considering that any pension indicators would need to compare the 

pension system of Brazil to that of other OECD countries, what changes would need 

to be made to EU pension indicators? What could be the source of information (i.e. 

datasets) for OECD countries? Are there any adaptations in the measures that might 

be necessary or recommended? 

The easiest approach to find harmonised indicators that cover non-EU countries (and some 

EU ones) is to depend on those compiled by the OECD. The OECD has a Working Group on 

Social Policy, with delegates from all OECD Member states (typically senior officials in 

Social Policy Ministries). This Working Group discusses the work conducted by the OECD’s 

Directorate for Employment, Labour and Social Affairs; though not in the great detail and 

formality of the EU’s Open Method of Co-ordination. The latter operational freedom for the 

OECD probably derives from the fact that though it is an important institution, OECD 

Member States see the OECD as a think-thank and a forum for sharing ideas, whereas the 

EU is a supra-national institution with authority over certain policy areas and which is 

constantly getting additional sovereignty. Therefore the precise definition and agreement on 

data sources and indicators, is a very political process. That said, OECD pension indicators 

are discussed, and in many cases are based on information submitted by Member States.  

The OECD’s pension indicators (http://www.oecd.org/els/public-pensions/indicators.htm) are 

divided into 5 areas: pension entitlements, incomes and poverty of older people, finances of 

retirement income systems, demographic and economic context, and private pensions and 

public pension reserves.  
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Of particular interest is the fact that the OECD is modelling pension entitlements for Brazil. 

The approach taken and the indicators used are the same as those used for OECD and EU 

countries. For example, Table 39 shows gross replacement rates for OECD and G20 

members. For someone with a full career, relative pension generosity in Brazil is similar to 

that in the EU27 if the person had an average wage prior to retirement. The pension is less 

generous than the European average for those with below-average wages, and much more 

generous for those on high incomes.   

Table 39: Gross replacement rates 

 

Source: Pensions at a Glance 2013 (OECD)  

 

Besides data on pension generosity, the OECD has a lot of other data for Brazil, though 

some is missing. The following website gives an overview of the available data for Brazil: 

http://www.oecd-ilibrary.org/economics/country-statistical-profile-brazil_csp-bra-table-en  

This includes data on GDP per capita, GDP growth, tax revenue, trade, prices and interest 

rates, employment and unemployment, population size and age structure and life 
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expectancy. Data on social security spending is unfortunately missing for Brazil, but is 

available for most other countries at: http://www.oecd.org/social/expenditure.htm. That said, 

the Pensions at a Glance publication for 2013 includes a lot more data, including on 

spending and contribution rates: though it is unclear to what extend the OECD tried to 

ensure definitions are harmonised. 

Another potential source of data is the World Bank’s World Development Indicators 

database (http://data.worldbank.org/data-catalog/world-development-indicators). 

Turning again to the EU pension indicators, for them to be comparable to indicators 

compiled for Brazil, one would need to ensure that definitions adopted and methods used to 

compile them are similar. The EU pension indicators are mainly compiled using these 

sources: income and poverty – Survey of Income and Living Conditions (SILC); employment 

and age of labour market exit – Labour Force Survey (LFS); theoretical replacement rates – 

OECD pension entitlements model; pension spending projections – national projections 

made using agreed macroeconomic assumptions and demographic projections.  

The first thing to consider is the relative poverty threshold to consider. In the EU, the 60% 

median disposable income threshold is adopted. The OECD tends to go for the 50% 

threshold. Data for EU countries is available for different thresholds (on the Eurostat 

website) and therefore the easiest approach would be adopt a 50% poverty threshold. 

Another issue is the equivalisation of incomes across households. Typically countries use 

the OECD equivalence scales. Finally in a number of countries, monetary poverty indicators 

are being supplemented by material deprivation indicators. These may be a bit dependent 

on the level of income of a country and can be a bit subjective. 

Employment rates and old-age support ratios depend significantly on the age brackets 

selected. In the EU, one typically uses age 65 as this is the most common statutory 

retirement age. However in a system like that of Brazil, one may opt for lower ages. For 
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instance, in their replacement rate calculations the OECD assume retirement for men occurs 

at 55 and at 50 for women. 

In cross-country comparisons there is always a tension between the desire to compare using 

same cut-offs and using flexible cut-offs that take into consideration of actual differences. 

For instance, it could be argued that an employment rate for the population aged 15 to 64 for 

both Germany and Brazil is deceptive if most individuals in Brazil retire before the age of 65. 

Similarly the approach in computing theoretical replacement rates is open to considerable 

debate. The EU measure is worked out assuming a constant 40 year career for all countries. 

However, Eurostat data suggest that in most countries career length is close to 35 years, 

and is much less for women than for men. Using a constant career length could boost the 

generosity of the system and reduce artificially gender gaps in pension entitlement. 

One approach to reconcile this would be to compile a set of pension generosity figures using 

the same career length across countries, and then another using career lengths more 

representative of the situation in that country. 

Another issue to consider is that the replacement rate may be a deceptive indicator, 

particularly for individuals on low income. The replacement rate compares the pension 

entitlement to a person’s previous income. Thus if a person is poor, and he gets a low 

pension, he could still have a high replacement rate. Rather than focusing on pre-retirement 

income, it may be more useful to define the replacement rate on average income in the 

country or as a percentage of the poverty threshold. This would enable one to also 

understand whether pensions are enough to keep individuals out of poverty. This is the 

approach taken by the OECD, which presents replacement rates defined in relation to 

different levels of income. 

Theoretical replacement rates also suffer from the defect that they capture generosity at one 

point in time. However, unless pensions are fully indexed and grow in line with wages, they 

lose relative value over time. To capture this element, together with the length of time for 
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which a pension is received, the OECD compiles measures of pension wealth. The latter is a 

measure of all projected pension transfers, discounted so that they reflect a sum in current 

money terms.  

A review of pension adequacy indicators, including EU indicators, and their defects can be 

found in Grech (2013), How best to measure pension adequacy, LSE Working Paper 

CASE/172.11 The key issue is that there has been very little attempts to derive adequacy 

benchmarks. Most of the time, the Commission just looks at the direction of change in an 

indicator, rather than comment on the level.  

Finally it is useful to discuss pension spending data and projections. The first thing is to 

consider is that one needs to have a clear understanding of what underlies pension 

spending data. In some countries, spending may appear low (e.g. the Netherlands) because 

a relatively small state pension system is sustained by a mandatory (or quasi-mandatory) 

private pension system. In others pension spending may be high, but then the state expects 

pensioners to pay for expenses such as health or long term care. Just comparing spending 

figures in a vacuum can misconstrue the real burden to society of this spending. One needs 

to also look at the context. 

Turning to spending projections, the key issue here is to realise that while useful, spending 

projections over such a long period of time can be deceptive. The degree of uncertainty of 

forecasts, particularly of the size of the economy, grows exponentially over time. Even 

demographic trends are hard to guess, particularly developments in longevity. Thus it makes 

a lot of sense to try to get some measure of the resilience of a pension system by stress-

testing it and conduct sensitivity analysis. Giving an idea of the degree by which projections 

change if assumptions change can help policymakers get a better understanding of the 

challenge faced by society.              

  

                                                           
11

 http://sticerd.lse.ac.uk/dps/case/cp/casepaper172.pdf 
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Question 7.2: Give a critical analysis of the pension policy monitoring system and 

indicators used by the European Union, including data reliability or validity problems, 

measurement errors, the practices adopted (e.g. major political problems to define 

indicators or parameters, procedure difficulties, possible conflict between adequacy 

and sustainability indicators) or even the system as a whole (e.g., sufficiency or 

completeness of indicators to measure adequacy and sustainability, or even other 

focuses of analysis)? 

The EU’s open method of coordination (OMC) was introduced in the field of social policy in 

2000 as part of the Lisbon strategy. The latter was set by the European Council (which is the 

council of the heads of state of each Member State) as an action and development plan to 

make the EU “the most competitive and dynamic knowledge-based economy in the world 

capable of sustainable growth with more and better jobs and greater social cohesion” by 

2010. Member States had realised that ever-increasing economic and monetary integration 

required some form of enhanced co-operation on social policy matters but were not ready to 

yield national sovereignty.  The OMC was seen as one of the most important innovations in 

the EU’s development as a clear break from introduction of legislation and binding treaties. 

Its approach of soft governance was seen by many as the only way forward in this area 

where ultimate competence was seen to lie clearly with Member States. 

It was conceived as a cognitive and normative tool. Its cognitive element was the emphasis 

to create opportunities for states to be aware of what was happening elsewhere and learn 

from each other. This was not restricted to comparing policies, but also to understanding the 

objectives and underlying philosophy of social policies. It was normative in that the 

agreement of common objectives and common indicators to measure them created new 

understanding and the basis for peer pressure. The role played by the Commission and 

Member States was meant to be very clear. The OMC was non-binding and was to be 
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renewed and reassessed every 1 to 3 years, as against the binding and unchanging 

legislation usually emanating from the Commission. 

The process starts at the European Council, where areas of concern are agreed on and 

Heads of State give a mandate to the Commission to propose a common strategy. The 

Commission does this after discussions with the Council, the social partners, other affected 

agents and external experts. Besides providing the technical analysis, the Commission 

submits a series of Guidelines/Objectives to the Council, which may amend them before 

approving them by a qualified majority vote. In addition the Commission may propose setting 

quantifiable targets with timetables. Progress is monitored by National Action  Plans 

produced by Member States which give detailed accounts of developments in the agreed 

indicators and also of policies put in place to achieve the targets set. Throughout the process 

the Commission and the expert committees it sets up (formed of delegates from each 

country) monitor progress in each state and in the union as a whole. The reports it prepares 

are deemed to be joint reports prepared with the approval of Member States. At the end of 

each cycle, the Commission after consultation can issue specific recommendations.  

Like many other areas of EU cooperation, the OMC has been subject to considerable 

debate. On the one hand, those who push for a more federal Europe and those who argue 

for a stronger social agenda criticise the process as being non-binding and having no impact 

on Commission and national policies. On the other, those who favour more national 

sovereignty see this process as harmonisation by stealth, expanding the role of the 

Commission in an area where it is crucial to retain national parliaments’ powers. 

Despite all criticisms levied at it, the OMC has achieved considerable progress. First of all, it 

has resulted in agreement on a comprehensive suite of indicators and the development of 

harmonised statistical exercises to build these indicators. This is quite an achievement when 

one thinks that the pension systems in each country are very different, with a spectrum from 

Ireland’s simple flat rate basic pension to Greece’s all comprehensive and very generous 
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scheme. I believe the key here was that most indicators are outcome indicators, rather than 

input indicators. Rather than focus on the level of generosity or how this generosity is 

delivered, the indicators look at poverty and inequality. This facilitated their adoption, as it is 

easier to agree on outcomes than on ways to deliver these outcomes. Objectives need to be 

political and as much as possible understandable.  

The process has very clearly helped to bring together the different views and opinions, and 

in this way helped foster co-operation and co-ordination. It has also helped to frame the 

debate across countries towards themes that are common issues. Of course, like other 

bureaucratic processes it has probably over complicated processes and led to some 

unnecessary red tape. Initially reports were required for each area separately on an annual 

basis, and the Commission’s reports were incredibly long and lacked focus. However the 

process is much more streamlined and is increasingly focusing on developing holistic 

recommendations. 

The lack of synergy of this strand of EU cooperation is frequently raised in discussions. 

There are two potential interactions: the one between pension policy and employment policy, 

and the much trickier one between adequacy and sustainability issues. At the start of the 

process, employment and pensions were seen as separate spheres. The error inherent in 

this approach became quite obvious, especially as the link between contribution records and 

pension entitlements was strengthened across countries. Employment policy is crucial for 

pension reforms to work. Just raising the retirement age, without any changes meant to help 

people remain employable, is a recipe for increased poverty. Similarly, moving towards 

requiring longer contributory periods without a strategy to enhance the labour market 

participation of women and low-income individuals inevitably leads to increased inequality. 

Similarly active employment policies need to be sustained by the pension system not 

providing perverse incentives for people not to work. In light of this, the process of 

discussing pension policy needs to include a holistic discussion of employment strategy. 

Rather than just looking at the overall employment rate, the EU needs to look also at 
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measures of labour market integration for particular groups, such as women, and at the 

spread of employment practices, such as part-time or flexible contracts, that may result in 

lower pension entitlements.  

The conflict between adequacy and sustainability, in part, was the cause of the setting up of 

the OMC in pension policy. Given increasing economic and monetary union creates a need 

for fiscal integration, the Commission’s economic and financial affairs directorate began to 

focus on pension spending. This is, after all, the main item of spending of national 

governments. The first Ageing Report, which marked the first EU-wide analysis of current 

and projected spending, was greeted with disapproval from the Commission’s (smaller and 

at the time much less powerful) social and employment affairs directorate. This resulted in a 

joint report being drawn quickly between the Social Protection Committee and the Economic 

Policy Committee on the objectives and working methods in the area of pensions. This 

established that pension adequacy and the modernisation of pension systems needed to be 

considered at the same level as financial sustainability. 

The OMC has introduced the notion that sustainability and adequacy are not conflicting aims 

but rather two sides of the same coin. An inadequate system will create political pressures 

for its expansion, while an unsustainably generous system will result in dramatic last-minute 

ad-hoc changes with possibly very negative social impacts. Looking at the two aspects is the 

only way forward. This has been accepted across the board. Where there still remains lots of 

work to be done is in how to look at both together, rather than having two separate 

processes. For instance, in the EU one now has the Ageing Report will looks at financial 

sustainability and the Pensions Adequacy Report which looks at generosity. There should be 

one report that looks at both aspects together. Rather than looking at spending and at 

adequacy in themselves, the process needs to look at outcomes. The key outcomes of 

pensions are the prevention of poverty and maintaining a good standard of living for retirees. 

The Commission needs to develop an understanding of how spending and generosity of 

transfers translate into lower poverty and income inequality. While it may relatively difficult to 
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do this for the future, it should not be that difficult to come up with indicators to study it at 

present. For instance, one could look at how much poverty is reduced by each 1% of GDP 

spent on pensions (e.g. poverty rate before and after taking into consideration pension 

transfers compared to spending on pensions). Note that a lot of the blame for this lack of 

synergy possibly lies in the fact that the Commission and Member States have never really 

tried to understand and quantify how pension systems reduce poverty. 

This brings us to the other defect that the pension adequacy indicators have. While there are 

projections of pension spending, there are no projections of pensioner poverty or 

replacement rates. The Commission only has projections of theoretical replacement rates. 

However the latter are very hypothetical measures of generosity and it difficult to get an 

understanding from them of possible trends in pensioner poverty. One avenue could be to 

transform replacement rates into measures of effective generosity (by looking at 

replacement rates using actual career length and across income levels rather than just for 

the average person) and then see to what extent they would keep individuals out of poverty. 

This approach is taken in Grech (2012), Evaluating the possible impact of pension reforms 

on future living standards in Europe, LSE Working Paper CASE/161.12 A less complex 

approach is taken in Zaidi, Grech & Fuchs (2006), Pension Policy in EU25 and its possible 

impact on Elderly Poverty, LSE Working Paper CASE/116.13 The latter approach was also 

adopted by IMF Fiscal Affairs Department (2011), The challenge of public pension reform in 

advanced and emerging economies.14  

The criticism that the OMC has not achieved much and that national pension reforms have 

not been driven by it is a bit deceptive. The OMC was started with the clear objective of not 

being a legally-binding process, a soft governance mechanism that left decisions on policy 

where they belong – to national parliaments. The process has delivered a lot of detailed 

analytical material to inform national debate, and has clearly boosted the analytical 

                                                           
12

 http://sticerd.lse.ac.uk/dps/case/cp/CASEpaper161.pdf. 
13

 http://sticerd.lse.ac.uk/dps/case/cp/CASEpaper116.pdf 
14

 www.imf.org/external/np/pp/eng/2011/122811.pdf 
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capabilities of social policy ministries that had to engage in this process. Typically in many 

countries, most economic analysis and holistic thinking is supposed to be done in finance 

ministries. With the adoption of the OMC in pensions (and other social policy areas), social 

policy ministries have been involved in the discussion. The fact, however, remains that until 

analytic capability evolves in these ministries, the debate will remain dominated by financial 

sustainability issues as these are the key aim of finance ministries.   

In conclusion, to have an effective pension policy monitoring system, one needs to develop 

the following: 

a) A well-defined agreement on the objectives of the pension system; 

b) An understandable set of indicators that focus on outcomes, both current and also 

prospective, but also an understanding of how the different outcomes interact 

together (so to help define and resolve trade-offs); 

c) A transparent way of assessing progress – here increasingly there is a move towards 

having quantifiable targets (as this helps make the process more accountable); 

d) A set of forums that meet regularly to discuss indicators and to make assessments of 

progress (these will need to be technical, but benefit from input of stakeholders); 

e) A clear governance agreement, that sets out the nature of the recommendations that 

can be made and how these will impact on policy decisions (in order to be clear as 

much as possible as to what the monitoring process can be expected to achieve).   
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