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LONG TERM CARE

3.1. INTRODUCTION

Projections for public expenditure on long-term
care (LTC) from 2013 to 2000 were run using
Commission services' (DG ECFIN) models on the
basis of the methodology and data agreed with the
Merrber States delegates to the AWG-EPC. (')

LTC represents a non-negligible and growing
share of GDP and of public and total, i.e. including
private, health spending (Graphs I1.3.1 and I1.3.2).
Ag such, public expenditure on LTC is an
important item for the long-term sustainability of
public finances
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Long-term care is by uniform definition of
international institutions (QECD, Eurostat, WHO)
defined as a range of services required by persons
with reduced degree of functional capacity
(physical or cognitive) and who are consequently
dependent for an extended period of time on help
with bagic and/or instrumental activities of daily

(™Data and methodology are briefly recapulated in the
Annexes to the Chapter. The detailed methodology for
running the long-term expenditure projections is explained
in detail in the Joint Report prepared by the Eurcpean
Commission (DG ECFIN) and the Economic Policy
Cornrnittee (AWGE): "The 2015 Ageing Report: Underlying
Assumptions and Projection Methodologies', Eurcpean
Econotny. o 8/2014. Brussels
hittp:#ec enropa ewfeconomy_finance/publications/eurcpea
n_economy/204/eet_en hirn

living (ADL). Basic Activities of Daily Living
(ADL) or personal care services are frequently
provided in combination with help with basic
medical services such as nursing care, prevention,
rehabilitation or services of palliative care.
Instrumental Activities of Daily Living (IADL) or
assistance care services are mostly linked to home
help (Colombo et al., 2011).

Member States finance formal LTC services "in-
kind", i.e. by paying for care provided for eligible
care recipients, or via "cash benefits". Cash
benefits can be used to pay for LTC services, often
provided by informal carers, such as family
members.

Often the same recipient may receive both in-kind
and cash benefits. Graph I1.3.3 shows the overlap
of different benefits in the provision of care in the
EU by the type of care provided, i.e. institutional
care, home care or cash benefits, which leads to
coverage rates of above 100% in some age-
categories (See also Graph IL1.3.7). This
complicates the estimation of the number of care
recipients and the expenditure level due to
potential  double-counting of recipients and
expenditure. These factors are thoroughly taken
into account in this projection exercise. Annex 4
describes the data used and ways to deal with data
liritations.

Graph I1.3.2 Total (public) expenditure onlongterm carein the
EU, as a share of towal (public) current health
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Long-term projectiors of age-related expenditure and unemployment benefits — Long term care

There are two aspects which need to be taken into
account. First, population ageing, if not
accompanied by a corresponding improvement in
health status, leads to an increase in the number of
dependent elderly and LTC needs. Secondly, the
availability of informal care may decline,
increasing the need to resort to publicly financed
formal care and thereby putting pressure on public
expenditure on LTC.

population, the patterns of LTC provision
(organisation and financing of the systemn and thus
essentially the extent to which Member States rely
on formal, paid care and on informal care) and
human resource availability, be it for formal or
informal care supply. Economic growth also plays
a role, as can the development and use of new
technologies and medical progress.

Graph L33 Agerelated coverage of dependent population by 32. DETERMINANTS OF LONG-TERM CARE
type of care provided in the EU, as % of
population. EXPENDITURE
3.2.1. Demographic structure of the
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160 A key element of future public expenditure on
0 LTC is the number of people wha will need and
10 receive LTC. The higher share and numbers of old
" and very old people expected in the coming
decades is a key determinant. This is because the
RO . . . . . .
risk to live with physical or mental disability
B leading to a dependency situation that requires
40 LTC tends to increase with age, especially with
1 very old age (80+).
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The increasing need for care will have to be
addressed, for instance through changing working | %M
arrangements in the formal care sector, but also o
arrangements for a better work/life balance to
make the provision of informal care easier, |*%
including a better (public) support to informal Wit
carers, the development of respite care, (!*) and o

investments in ICT solutions. In the short to
medium term, these ultimately mean more public
expenditure as well. Public expenditure on LTC
thus depends on a number of factors affecting the
demand and supply of LTC services. The main
factors include the socio-demographic
developments, the health status of the

("™ Respite care 15 the provision of short-term accommodation
in a facility outside the horne for a dependent person. This
is temporary relief family carers, who as an altemnative
might require permanent placement of the dependent
perscn in a facility outside the home.

R XX R XX T XXX

ELIZE- AR 2005 EUIS- 4R 2015 K5 - LR 20058

(1) EU15: Belgium, Denmark, Germany, Ireland, Greece, Spain,
France, Italy, Luxembourg, Metherlands, Austria, Portugal, Finland,
Sweden and United Kingdom. NMS = MNew Member States: Bulgaria,
Czech Republic. Estonia, Croatia Cyprus, Latvia Lithwania Hungary,
Malta Poland, Romania Slovenia and Slovakia.

Soeerce: European Comrnission, EPC.

The age-related expenditure profiles used in the
2015 Ageing Report show that expenditure
(spending per user as % of GDP per capita) is
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rather flat for LTC recipients, which signals that
the LTC costs related to severe disability are
relatively independent of age. See graphs T1.3.4,
I1.3.5 and IL.3.6 for specific profiles related to
institutional care, home care and cash benefits.

Graph[1.3.5:  Home care: Expenditure per recipient of long-term

care services in home care, as % of GDP per capita
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Thus, contrary to health care, where higher
spending is related to increasing age-cost profiles,
increases in LTC spending are more related to the
growing number of dependent people as driven by
population ageing.

Graph[1.3.6:  Cash bendits: Expenditure per recipient of long-
tarm care cash benefits care, as % of GDP pa

capita
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The 2015 Ageing Report: Economic and budgetary projections for the EL2E Memlber States [2073-2060)

As described in Part I, the demographic old-age
dependency ratio (people aged 65 or above relative
to those aged 15-64) is projected to increase from
27.8% to 50.1% in the EUJ as a whole over the
projection period. The increase in the total age-
dependency ratio (people aged 14 and below and
aged 65 and above over the population aged 15-64)
is projected to be even larger, rising from 51.4%to
760.6%. Thus, one can reasonably expect an
increase in the need and demand for LTC (both
formal and informal) in the vears and decades to
come. However, the rise in the number of the old
and very old people varies between countries and
is by no means the only factor. The need for LTC
is not arising from ageing itself, it is a
consequence of sickness or frailty, (') causing
dependency on others.

3.2.2. Dependency levels -
health status

developments in

As in health care, increased longevity (i.e
increased life expectancy) can contribute to an
increase of future LTC spending. The increase in
life expectancy may translate in an increase in the
number of people and years during which the need
for LTC increases and thus costs accumulate. This
is the case when longevity is not accompanied by a
corresponding improvement in the
life. As in health care, it is not necessarily age per
se but the prevalence levels of dependency
determining LTC expenditure.

Dependency is not disability, which refers to some
functional  impairment of an  individual.
Dependency is rather disability translated into the
inability to perform daily personal care tasks
(called activities of daily living —ADLs) (***) and
instrumental activities of daily living (IADLs) (*®)
and therefore requiring some external assistance.
Therefore, one could illustrate the causality on the
demand side as such that disability translates into
dependency  establishing the need and
consequently the demand for LTC.

(“"For a discussion of the term frailty, see Clegg, Andrew et
al (2013}, Frailty m elderly people, The Lancet , Volumne
381, Issue 2868, 752 — 762,

(™% ADL are: eating, bathing, washing, dressing, getting in and
out of bed, getting to and from the tollet and continence
managermnent.

(" IADL are: shopping, laundey, vacuurming, cooking and
performmg  housework, managing finances, using the
telephone, ete.

"quality" of
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Part 1l
Long-term projections of agse-related expenditure and unemployment bensfits — Long term care

The links between dependency levels and
demand/use of LTC are not straightforward. There
are many people with some form of disability who
can lead completely independent lives without the
need for care services. Further, disability also
depends on a person’s perception of his or her
ability to perform activities associated with daily
living. On the one hand, survey data can
underestimate some forms of disability. Pecple
may not report certain socially stigmatised
conditions, such as alcohol and drug related
conditions, schizophrenia, and mental
degeneration. On the other hand, disability data
can be too inclusive and measure minor difficulties
in functioning that do not require the provision of
community care.

147
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Graph IL3.T:

Country-specific coverage rates of long-tarm carerecipients, as %o of dependent population
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(13 Median coverage rates befween 2009-2013 in the EU and Norway, Coverage estimated as ratio between recipients and potentially dependent
population; Recipient data as provided by Member States; Coverage may be above 100%, as some recipients may receive cash benefits and in-kind
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Source: European Commission, EPC

In order to clarify the relation and to follow the
usual eligibility conditions of public schemes, it is
commonly accepted that the relevant disability
levels are those categorized as "severe". To
calculate dependency rates the EU-SILC data on
"self-perceived longstanding limitation in activities
because of health problems [for at least the last 6
months]” is used. This is considered an adequate
measure of dependency, available for all EU
Member States and Norway, for people aged 15+

and by age group. (*'%

The key question for the purpose of making LTC
projections is of course whether, as life expectancy
increases, dependency levels will increase, remain
constant or decrease. Recent empirical research
has not come to a clear conclusion regarding this
question. Some evidence suggests that specific
causes of disability may become more prominent
with increasing age. These disabilities can have a
direct impact on the frailty of longer-living older
people. In particular, the number of people with a
dementia (Alzheimer's disease) is expected to

(MM 45 this data 1s based on subjective assessment of care
needs, The comparability of cross-country data is more
lirnited, then would be the case for objective measures of
care needs, which are however, not available on a
cornparable basis for all EU countries.

increase. (') On the other hand, certain studies
have noted that as life expectancy increases, the
incidence of severe disability is postponed, leading
to a reduction in the prevalence of severe disability
for some age-groups.

3.2.3. Patterrs of long-term care provision

The extent to which a country relies on formal care
and the extent to which this is provided in
institutions or at home are important determinants
of public expenditure on LTC. There is also an
increasing interest for the "opportunity costs”
derived from informal care: the impact on labour
market and productivity, as well as on carers'
health status itself.

LTC is delivered informally by families and
friends — mainly spouses and children — and
formally by care assistants who are paid under
gsome form of employment contract. To be
considered informal, the provision of care cannot
be paid as if purchasing a service, even though an
informal care giver may receive income transfers
and, possibly, some payments from the person
receiving care. Formal care is given at home or in

¢y According to OECD (2013), the economic and social
impact of chronic brain disorders such as Alzheimer's
disease will become the number one public-health problem
worldwide, directly affecting 100 million people by 2050,
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Long-term projectiors of age-related expenditure and unemployment benefits — Long term care

an institution (such as care centres and nursing
homes). Cash benefits are payments which can be
used to purchase formal care at home or in an
mstitution or which can be paid to informal
caregivers as income support.

All EU Member States are involved in either the
public provision and/or financing of L.TC services,
although the degree of involvement differs across
countries. Some Member States rely heavily on the
informal provision of LTC and their expenditure
on formal care is small. Other Member States
provide extensive public services to the elderly and
devote a significant share of GDP to LTC.
Pressure for increased public provision and
financing of LTC services may grow substantially
in coming decades, especially in Member States
where the bulk of LTC is currently provided
informally.

32.24. Care supply — availakility of human
resources

In the 2015 Ageing Report, similar to the report
published in 2012, it is assumed that all those
receiving home care or institutional care are
dependent and that all persons deemed dependent
receive either home care or institutional care or
informal care. However, one should be aware that
the provision of LTC is not as clear cut, be it for
formal or for informal care. Further, the
substitution effects between formal and informal
care are not as straightforward.

The provision of LTC is a demanding task for
carers. Often, care is associated with low
recognition and salaries, leading to high staff
turnover. In some countries, staff shortages in the
sector are already high. In the future, there will be
fewer people of working age and a decline in the
size of low-skilled workforce (which may be
relevant for some home-care services), potentially
increasing staft shortages. This situation combined
with higher pressure on the formal provision of
LTC may increase wages in the sector. As the cost
of LTC is dominated by labour costs, changes in
wage rates of LTC workers are likely to influence
future costs of LTC.

Migrants make up an increasing proportion of
formal-care workers in Member States with more
extensive LTC service provision. Staff shortages
have encouraged these countries to develop

policies to attract migrants. Differences in pay and
working conditions among Member States
influence the inflow of mainly female migrant
workers. However, the extent to which migrants
may compensate for staff shortages is unclear,
while they may generate staff shortages elsewhere.

For those depending on long-term care who do not
receive (publicly financed) formal care (in kind or
in cash), it is assumed that they receive informal
care or privately funded care. Most informal care
is provided by partners, children and children-in-
law (intergenerational care), and sometimes by
friends and other relatives. The provision of care
increases with age, to reach a peak in the age
cohorts 45-60. Two dimensions are to be taken
into account: the future availability of potential
informal carers and their propensity to provide
care.

o Availability of potential informcad caregivers:
Key variables affecting the future availability
of potential informal carers are the future
mumbers of elderly who will have children
(around, i.e. co-residence or geographical
proximity), and the future numbers of people
who will be living with their spouse. The
FELICIE (*'%) projections show an increase in
the availability of informal caregivers. Indeed,
the 85 years-old and more, both males and
females, are expected to live more frequently
with a partner in 2030 than in 2000.

o Propensily to provide care. The propensity to
provide care will be affected by the
participation in the labour market, as well as
the ability/willingness to provide care, which is
likely to decrease as spouses, children and
relatives themselves become older and frailer.

One can foresee a shift from informal care towards
formal care-giving as typical caregivers get more
involved in the labour market and the new family
structures may imply less suppart to the older
generations. Note that caring is not without
consequences to the carer in case of intensive
caring: there may be a negative impact on the

M3HFELICIE: or "Future of Elderly Living Conditions in
Europe' The goal of this project was to forecast the lwing
arrangements of people aged 75+ in the nest thirty years
(2000-2G30), with the aimn to estimate their needs, through
an evaluation of the future demand for nursing homes and
for informal and formal care.
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carer's health status, reducing their ability to care
and to participate in the labour market. (")

The current institutional arrangements for the
provision and financing of LTC by the public
sector may be under strong pressure in the future,
if the availability of informal carers and their
propensity to provide care diminish.

The impact is nevertheless uncertain and depends
on whether informal and home care are
complements or substitutes. (‘') In case of
complementarity, a decreasing supply of informal
carers will reduce the availability of home care,
increasing the demand for residential care. This is
because a lack of primary carers will force
dependents to move to institutional care. If
informal care is a substitute for formal home care,
a shortage of informal carers could lead to an
increase in demand for formal care in both home
and institutional care.

According to Bonsang (2009), 2004 SHARE data
confirm that informal care decreases low-skilled
home care use (paid domestic help), while it is a
complement to  high-skilled home  care
(nursing/personal care). Further, the substitution
effect is shown to vanish for elderly suffering from
heavy disability.

3.2.5. Accounting for counitry specific policies

Fiscal-structural policy reforms may change the
projected path of LTC expenditure through a
variety of channels. While some of the reforms
may have a fiscal impact in the short term already,
such as wage freezes of care personnel or budget
caps, others may have a long-term impact, such as
changing treatment guidelines or eligibility criteria
to receive LTC benefits.

The impact of these reforms on future LTC
expenditure is explicitly modelled in this
projection exercise and discussed further in section
34.1.

In addition, institutional specificities in Germany
and France are an important determinant for

"y 5ee Colombo (2010).
(M*y8ee for instance Van Houtven & MNorton (2004 for a
review on the topic, and Bensang (2009).

projecting LTC expenditure. Their implementation
in the projections is described also in section 3.4.2.

3.3. OVERVIEW OF THE PROJECTION
METHODOLOGY

3.3.1. The model

The macro-simulation model captures the effect of
demnographic and non-demographic variables on
future public expenditure on long-term care. The
model includes many of the described drivers of
care, based on data availability considerations. (')

The methodology proposes sensitivity analysis for
key assumptions based on a series of scenarios
estimating changes in:

o the future relative numbers of elderly people,
reflecting changes in  the population
projections;

e the future numbers of dependent elderly
people, by applying changes to the prevalence
rates of dependency;

e the balance between formal and informal care
provision,;

e the balance between home care and
ingtitutional care within the formal care system;,
and

e the unit costs of care.

These macro-simulation models assume that the
whole population is divided into groups which are
assigned certain characteristics (e.g. age, gender,
per capita expenditure, health status, type of
care/support...). Changes in the (relative) size or
features of these groups lead to expenditure
changes overtime. A schematic presentation of the
methodology can be found in Graph 11.3.8. A more
detailed description can be retrieved in Annex V.

(**)The methodology for running the long-term empenditure
projections 15 explained n detall n the Joint Report
prepared by the European Comrmission (D& ECFIN) and
the Econcmic Policy Commnittee (AWG): "The 2015
Agemng Repot: Underlying Assumptions and Projection
Methodologies", European Economy. 8. Novernber 2014,
Brussels:
http:fec europa enfeconomy_finance/publications/europes

n_econorny/2014/eed_en htrn
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Graph [1.3.8 Schematic presentation of the proj ection methodology
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(13 The projections need to be viewed in the context of the overal projection exercise. Consequently, the comunon elements of all scenarios are the
population projections provided by Eurostat (EURCPOP2013) and the baseline assumptions on labour force and macroeconomic variables agreed by
the EC (D3 ECFIM) and the AWG-EPC. The age and gender-specific per user public expenditure (on long-term care) profiles are provided by
Member States, or proxied by the EU-average. They are applied to the demo graphic projections provided by Evrostat to calculate nominal spending
on long-tern care. A5 to cash benefits, they are assutned to grow in line with GDP per capita, their actual unit cost is seldotn available, and therefore
could not be used inthis projection exercise. Further, the necessary age and sex distribution of cash recipients has not been provided by a mumber of

member states.
Seurce: Cortnizsion services, EPC.

In past exercises, it has been decided that the base-
case long-terrm budgetary projections should
illustrate the policy-neutral situation. This is the
situation where changes in government policy are
not considered. ("% In other words, any potential
future institutional or legal changes to the
financing and organisation of long-term care
systems are not reflected in the methodology used
for projecting expenditure, except when
specifically and clearly stated.

Pressure for increased public provision and
financing of long-term care services may grow
substantially in coming decades, especially in
Member States where the bulk of long-term care is
currently  provided informally.  Therefore,
additional "policy scenarios" have been prepared
to illustrate the impact of possible future policy
changes on that matter, such as Member States
deciding to provide more formal care services to
the elderly.

(116

It is inplicitly assurned that the eligibility requirernents do
not change, as the proportion of persons covered is kept
constant. Therefore, the supply of LTC will follow any
related changes in demand.

3.3.2. Scenarios

One advantage of the methodology described
above is that it allows for the examination of
different scenarios regarding the evolution of
dependency rates, unit costs and policy settings.
Consequently, a series of scenarios and sensitivity
tests assess the potential impact of each of the
determinants of long-term care expenditure on
future public expenditure on long-term care.
Building on the 2012 EPC-EC projections
exercise, (11" the present exercise maintains most
of the existing scenarios and sensitivity tests while
attempting to improve the specification of some of
the scenarios, and runs one new scenario. Annex 5
shows an overview table with all baseline
characteristics of the respective scenarios.

The analysis tries to identify the impact of each
quantifiable determinant separately, on the basis of
hypothetical assumptions like an estimated guess
or a "what if" situation. Therefore, the results of

" 8ee Economic Policy Committee and European
Cormnrmission (EPC/EC) (2012), The 2012 Ageing Repoart:
econctnic and budgetary projections for the EU-27
Member States (2010-2060), European Economy, Mo
2/2012, Directorate General Economic and Financial
Affairs, European Comrnission 20120 Available at:
http:fec europa enfeconomy_finance/publications/europes

n_econorny/2013/2012 ageing report_enhtm
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the projections should not be interpreted as
forecast of expenditure as for example particular
policy/institutional settings in Member States are
not taken into account.

Demographic scenario

The "demographic scenario" assumes that the
shares of the older disabled population who
receive either informal care, formal care at home
or institutional care are kept constant over the
projection period. Those constant shares are then
applied to the projected changes in the dependent
population. Thus, the dependent population
evolves precisely in line with the total elderly
population and all gains in life expectancy are
spent in bad health/with disability.

In Annex 4 the so-called “age-gender expenditure
profiles”, i.e. the relationship between the age of
an average individual and his/her demand for long-
term care, are shown. The graph plots each age-
gender specific average public spending on LTC
per user (and not per capita as in the case of health
care) as a share of GDP per capita in the NMS and
EU-15, as used in this report.

Base case scencario

The "base case scenario” links long-term care unit
cost to GDP per worker, rather than to GDP per
capita. LTC is highly labour-intensive and
productivity gains can be expected to be
particularly slow in this sector. Given the current
deficit of formal care provision and its highly
labour-intensive character, public expenditure on
LTC can be expected to be rather more supply
driven than demand-driven.

Similar to the 2012 exercise, the projections will
link unit cost to GDP per hours worked for in-kind
benefits (services), while unit cost of cash benefits
will evolve in line with GDP per capita growth (as
cash benefits are more related to a form of income
support).

High life expectancy scenario

The "high life expectancy scenario” presents the
budgetary effects of an alternative demographic
scenarioc which assumes life expectancy to be
higher for all ages than in the reference scenario.

The rationale is twofold. First, the marked increase
in public expenditure with older age (i.e. 80 and
more). In fact, the age profile for long-term care
expenditure is much steeper than that for health
expenditure, partly because the costs related to
long-term care are very high for institutionalised
individuals, and the share of institutionalised
individuals increases sharply among persons aged
over 0. Second, the higher age groups are also the
part of the demographic projections which are
likely to be the most uncertain.

Constant disability scenario

This scenario reflects an alternative assumption
about trends in age-specific ADL-dependency
rates. Being inspired by the so-called "dyrenic
equilibrium hypothesis’, it is analogous to the
"constart  health scenario" performed in the
framework of health care expenditure projections.
The profile of age-specific disability rates shifts in
line with changes in life expectancy (disability rate
in the future is equal to that of a younger - by the
same number of years as the change in age-specific
life expectancy - age cohort today), resulting in a
gradual decrease over time in disability prevalence
for each age cohort.

Shift to formal care scenario

Ultimately, the public funding of LTC — and the
policy orientation — will determine whether future
needs for long-term care translate into (direct)
public expenditure or not, as neither informal care
provision nor private expenditure on long-term
care are formally part of public expenditure on
long-term care.

Pressure for increased public provision and
financing of LTC services may grow substantially
in coming decades, especially in Member States
where the bulk of long-term care is currently
provided informally.

This policy-change scenario is run to assess the
impact of a given — demand-driven — increase in
the (public) provision of formal care replacing care
provided in informal setting. In particular, this
gensitivity test examines the budgetary impact of a
progressive shift into the formal sector of care of
1% per year of disabled elderly who have so far
received only informal care. This extra shift takes
place during the first ten years of the projection
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period only, thus it sums up to about 10.5% shift
from informal to formal care.

The shift from informal to formal care is
considered to be in line with the current shares of
home care and institutional care in total formal
care. In other words, if currently 108 of the
dependents receiving care, receive care at home,
the shift/increase will also go for 10% to home
care (and 90% to institutional care).

Coverage convergence scendario

This scenario assumes that the exchange of best
practices and growing expectations of the
populations will drive an expansion of publicly
financed formal care provision into the groups of
population that have not been covered by the
public programmes so far. Note that "formal
coverage”" covers any of the three types of formal
long-term care: institutional care, formal home
care, and cash benefits. The remaining munber of
"dependent” people is assumed to receive informal
care.

This scenario should also be considered as a
policy-change scenario, as it assumes a
considerable shift in the current long-term care
provision policy, while aiming to take into account
the high diversity of country-specific current care-
mix.

It assumes a coverage convergence to the EU28
average by 2060. More specifically, the Member
States where the formal coverage rate — ie.
referring to any of the three types of formal care
described above — is below the EU28 average in
the starting vear are assumed to converge to this
average by 2060.

Cost convergence scenario

For those Member States with high levels of
informal care, and therefore relatively low costs
for LTC, an increase in public expectations for
more formal care (and therefore an increase in the
average cost of long-term care) might be expected.
For example, an increase in the costs of care (as
percent of GDP per capita) towards the average for
EU Member States could perhaps be expected.

The "cost comvergence scenario" is meant to
capture the possible effect of a convergence in real

living standards on long-term care spending. It
assumes an upward convergence of the relative
age-gender specific per beneficiary expenditure
profiles {(as percent of GDP per capita) of all
countries below the corresponding EU28 average
to the EU28 average. This is done for each type of
formal care coverage (ie. formal care in
institutions, formal care at home, cash benefits).

Cost and coverage convergence scenario

This scenario combines the coverage convergence
scenarioc and the cost convergence scenario, as
described in the sections above.

The new "cost and coverage convergence
scenario” proposes a balanced and plausible
distribution of risks stemming from future needs to
converge both costs and coverage matching future
LTC needs. From the perspective of country-
specific needs in these convergence processes, it is
evident that countries are affected highly unequally
by these convergence processes.

AWG reference scenario

The "AWG reference scenario” combines the
assumptions of the "demographic" and the
"constant disability” scenarios. This scenario
isuged in the multilateral budgetary surveillance at
EU level. It is based on the assumptions of the
reference scenario for LTC expenditure projections
of the 2009 Ageing Report. Specifically, it is
assumed that half of the projected gains in life
expectancy are spent without disability C(i.e
demanding care), taking thus an intermediate
position between the "demographic" and "constant
disability" scenario assumptions.

AWG risk scenario

The "AWG risk scenario” keeps the assumption
that half of the future gains in life expectancy are
spent with no care-demanding disability, as in the
"AWG  reference scenario". In addition, it
combines it with the "cost and coverage
convergence scenario” by assuming convergence
upwards of unit costs to the EU-average as well as
coverage convergence upwards to the EU-average.

In comparison to the "AWG reference scenario”,
this scenario thus captures the impact of additional
cost drivers to demography and health status, i.e.
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the possible effect of a convergence in coverage
and in real living standards on LTC spending.

Total factor productivity risk scenario

Moreover, as compared to the previous 2012
Ageing Report, a new productivity risk scenario
has been applied assuming lower Total Factor
Productivity (TFP) growth (cf. volume 1 of the
2015 Ageing Report for more details on this
alternative scenario). In the AWG reference
scenario  country-specific TFP growth rates
converge to 1%, whereas in this TFP scenario,
growth rates would converge to 0.8%.

3.4. PROIJECTION RESULTS

241, Country specific policy reforms

In the past years, many countries have undertaken
policy reforms in LTC, e.g.:

e In the Netherlands, with the implementation of
the Social Suppart Act and the Youth Act,
responsibilities for long-term care are partly
transferred to municipalities and health
insurance companies. The aim of the
decentralisation is to achieve efficiency gains
and to provide tailor-made support. The
number of people receiving intramural care is
reduced, and some new clients will receive care
at home At the same time the municipal
budget for household/family support will
decrease substantially, as greater reliance on
informal care is expected. Overall, budgetary
savings of 3.8bn over the period 2015-2018 are
expected.

e Cyprus has increased the potential for a higher
LTC coverage, as additional LTC benefits both
for care recipients and their familty members be
provided on legal grounds. In addition, Cyprus
is plamning to increase the devolution of
responsibilities to  the Regions and
Communities with regard to social policies, as
well as strengthened in recent years the
availability of home care services and other
forms of community based care services.

It becomes clear that the fiscal impact of some of
those reforms is not easy to estimate. However, as

The 2015 Ageing Report: Economic and budgetary projections for the EL2E Memlber States [2073-2060)

far as budgeted changes in long-term care
spending are concemed, many countries have
estimated potential budgetary effects on LTC
spending triggered by legislated LTC reforms.

Table I1.3.1: Longterm care reforms with direct budget impact
taken intoaccount in the projections

Country IPoIicy reform

Belgium Growth ceilingon long-term care expenditure

Cyprus Extension of long-term care coverage

Crech Republic Aholition of "user fees” for day of stay inlong-
term care medical facilities

Estonia Wage adjustments

Italy Wage freezein public sectar

Budgeted decrease in long-term care
Metherlands g ) g
expenditure

Increase in income thresholds below which

Paland N
citizens are covered
Freeze of the amount of daily payments and
Portugsl increase of coverage related to institutional
care
) Increase of direct state participation in the
Slovakia o
provision of longterm care
Reduction in wages of employees in the
Slovenia

oeneral government sector

Soeree: European Commission, EPC.

Table I1.3.1 shows that 10 countries provided
information regarding the budgetary effects of
policy reforms. In all cases, the impact of reforms
was modelled as a percentage change of long-term
care expenditure relative to the base year of
projections, differentiated for the areas of
institutional care, home care and cash benefits
where applicable and upon agreement with the
respective Member States.

As an example, the effect of the policy reform in
the Netherlands is depicted in Graph IL3.10. The
budgetary savings result in a downward shift of
expenditure starting throughout 2015 to 2018. The
effects of the measure are prolonged after 2018
and are expected to have an increasing effect as a
result of the ageing population. At the end of the
prajection period, savings equivalent to 1.3 pp. of
GDP are expected to materialize.
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Graph [1.3.9 Demographic scenario, current and projected levels of public expenditure on LTC as % of GDP; 2013-2060
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(13 Public expenditure on LTC iz defined as long-term nursing care category (HC.3) and socia care category (HC.R.6.1) based on the methodology of
the system of health accounts and including additional cash-benefits for disability based on ESPROSS data The lewel of expenditures in 2013 is the
first vear of projected expenditure based on latest available data

The aggregate of long term care expenditure utilized for projections is based on OECD SHAMealth data definition based on ESA 95, while GDP and
other expenditure items have been revised according to ESA 2010, A revision of long-term expenditure data based on ESA 2010 may change the

reported level of expenditure.
Seurce: European Comimission, EPC.

Graph [1.3.10:  Impact of LTC reform in the Netherlands on
projected levels of LTC spending, in % of GDP
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Sounrce: European Comtrission, EPC

3.4.2. Accounting forirstitutional specificities

As described in the health care chapter in section
2.6.1, Germany's specific set-up of insurance
combining social health insurance with private
health insurance implies a reduced burden of
ageing within the SHI scheme in future. As for

health care projections, this is taken into account in
the same way for estimating LTC projections. (‘')

An additional effect is related to German and
French legislations on the ceiling of LTC
expenditure. In the projection, unit costs are
indexed to GDP per hours worked or GDP per
capita. Under current rules in Germany, all long-
term care benefits are indexed to prices. (') The
difference between the amounts financed by the
State and the costs of long term care are either
recovered by private insurance or are paid by the
beneficiaries themselves. To account for this
legislation, an alternative projection has been run
where unit costs of long-term care benefits remain
constant in real terms. This would mean that the
amounts financed by the State are adjusted in line
with prices. The same partly holds true for France,
where one part of the long-term care benefits is
also indexed to prices. For people over 60 years

M"®Reducing the number of SHI insuress in working age also
implies that SHI income from insurance contributions will
decrease,

Birnilarly to Germany, part of long-term care benefits are
indexed to prices in France, which is relevant for budgetary
surveillance purposes

119
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old, the benefits are calculated according to the
needs up to a ceiling which is indexed to prices;
while for people under 60, the indexation is
decided each vear by the ministry in charge of the
disability matters.

Assuming constant unit costs in real terms, the
long-term care public expenditure in Germany is
projected to increase not by more than 0.1 pp. of
GDP, with a spending level of around 1.53%% of
GDP at the end of the projection period, as
compared to a spending level of 3.0%6 % of GDP
when assuming unit costs evolve in line with GDP
per hours worked ("base case scenario™) (Table
11.3.2). For France also, taking into account price
indexation would lead to a smaller increase of the
LTC expenditure up to 2060. For budgetary
surveillance purposes, the evolution of LTC
expenditure reflecting current legislation in both
countries is relevant. The German government is
required by law to check every three years the
need and extent of adjusting LTC benefits
according to inflation.

Table IL3.2 Indexation of LTC spending to pricesin Germany

Change 2013-
2013 2060 2060

pp. In %

Base case scenario - Unit .
costs evolve in line with 1.4 30 1.8 7%

GDP per hours worked
Unit costs constant in 14 15 R For
real terms

Seurce: European Commission.

3.4.1. Changes in demography and health
status

Results of four no policy change scenarios are
presented and discussed here. These basically
capture varying assumptions the isolated effects of
ageing, health status and the labour intensity of
LTC on expenditure.

The "demographic scenario" aims to isolate the
size effect of an ageing population on public
expenditure on LTC, for all types of LTC services,
expenditure per user grows in line with GDP per
capita.

Graph I1.3.9 shows the projected increase in public
expenditure in this scenario from 2013 to 2060,
while Table 11.3.3 shows projected expenditure

levels. For the EU, public expenditure on LTC is
projected to increase by 1.2 pp. of GDP i.e. from
1.6% in 2013 to 2.8 % of GDP in 2060. This is
equivalent to an increase of expenditure by 71%.
The projected increase ranges from 0.1 pp. of GDP
in Croatia to 3.3 pp. in the Netherlands, and 3.5 pp.
in Norway.
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TableIL33:  Demographic scenario, projected public This is the common assumption to all scenarios —
H = 0, . . .
expenditure an lang-term car eas % af GDP except in the "demographic" scenario.
2013 2060 Change 2013-2060
Table [1.3.4: Base case scenario, projected public expenditure on
PP- In % long-term care as % of GDP
BE 21 2.6 15 71%
BG 04 0.6 0.2 48% 2013 2060 | Change 2013-2060
cz 0.7 15 0.7 4% —
DK 24 a7 2.2 90% — — — ':':3' a;'a{:
DE 14 28 1.4 103% BG 0'4 0'6 0'2 .
EE o6 13 o7 122% cz 0-7 1 -5 0-3 101%
IE 0.7 15 0.9 129% : : :
DK 24 4.7 2.2 92%
EL 05 1.0 05 100%
DE 14 3.0 16 117%
ES 10 2.6 16 166% EE 06 19 07 130%
FR 20 29 0.9 46% IE 0-7 1-5 0-3 1249%
HR o4 0.6 o1 26% EL 0-5 1 -0 0-5 93%
'T 18 28 1.0 o6% ES 1 -0 2-6 1-6 159%
cY 0.3 05 0.2 110% FR 2'0 2'9 0'9 47%
LY 06 0.8 0.2 20% HR 0'4 0'5 0'1 2%
LT 14 23 1.0 70% T ; '8 2'8 1'0 .
LU 15 3.0 15 103% ey 0'3 0'5 0'3 109%
HU 08 1.2 04 57% : : :
Lv 06 08 0.2 24%
MT 1.1 24 1.3 113%
LT 1.4 24 1.0 75%
NL 41 75 23 82%
LU 1.5 33 19 128%
AT 14 27 1.3 94% HU 0.3 1.2 05 70%
PL 0.3 1.7 0.9 107% MT ; '1 2'4 1'3 116%
PT 05 09 04 88% ML 4'1 7'7 3'5 6%
RO 07 14 07 103% AT 1-4 2-3 1-4 101%
st 14 28 14 6% PL 078 178 170 127%
SK 0.2 0.6 04 171% PT 0'5 0'9 0'4 05%
Fi 24 44 1.9 9% RO 0-? 1 -7 1-0 143%
SE 26 52 16 44% : : :
sl1 14 3.0 16 112%
UK 1.2 1.6 04 4%
SK 0.2 0.7 05 205%
NO 5.8 9.3 35 60%
FI 24 48 23 96%
EA 17 3.0 13 768% sE 26 e 18 c100
EY 16 28 12 A% UK 172 176 074 37%
EU15 1.7 29 1.2 1% NG 5'8 10‘ o 4'2 oo
NMS 0.7 14 0.7 94% = - :
EA 1.7 3.1 1.4 54%
(13 Projections are on based expenditure for medical and social long- EU 16 29 12 76%
term care services, a5 approximated through the data sources described - - -
in Annex 4. Due to agreements taleen with the Member States delegates EU15 1.7 3.0 1.3 75%
in the AWG-EPC, definition of LTC expenditure may deviate from NMS 0.7 1.5 0.5 111%

expenditure levels az reported in other publications. Specifically, cash
benefits include period economic integration of handicapped from
ESSPROS disability fanction, and are projected with age specific
probability. Expenditure on this item amounts to 0.2% of GDP for
France, 0.4%s of GDP for Germany, Greece and Slovenia and 1.6% of
GDP for Norway. The level of expenditures in 2013 is the first year of
projected expenditure based on latest available data. The number of
dizabled persons in Germany is increasing and will continue for about
the nextten vears. n this projection the number of disabled persons is
assumed to increase with the age specific LTC need probabilities,
which 15 not relevant for this group, since (older) disabled petsons are
covered by the LTC systern and not by the integration ofhandicapped
STIFITIONE.

Seurce: Cominission services, EPC.

Saerce: Commission services, FPC

Table 11.3.4 presents the projected expenditure for
the base case scenario. When LTC in-kind costs
evolve in line with labour productivity, public
expenditure is projected to increase on average by
1.3 pp. of GDP. This is a bit higher than in the
demographic scenario.

The "base case scenario” focuses in addition on the
highty labour-intensive characteristic of the long-
term care services by letting in-kind LTC benefits
profile grow in line with GDP per hours worked.
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Table IL35 High life expectancy scenario, projected public Table [1.3.6: Constant disability scenario, projected public
expenditure on long-term careas % of GDP expenditur e on longterm careas %o of GDP
2013 2080 Change 2013-2060 2013 2060 Change 2013-2060

PP. In % PP- In %

BE 21 4.1 2.0 94.% BE 21 3.5 1.4 66%
BG 04 0.6 0.2 54% BG 04 05 0.1 28%
cZz 0.7 1.6 0.8 113% cZz 0.7 1.2 0.6 6%
DK 24 5.2 2.8 114% DK 24 4.3 1.9 Ti%
DE 14 3.2 1.8 127% DE 1.4 2.7 1.3 96%
EE 0.6 14 0.8 150% EE 0.6 1.2 0.6 103%
1E 0.7 1.7 1.0 153% 1E 0.7 1.2 0.7 101%
EL 05 1.0 05 106% EL 05 09 04 80%
ES 1.1 33 22 209% ES 1.0 23 1.3 135%
FR 2.0 31 1.1 57% FR 2.0 2.7 0.7 36%
HR 04 0.6 0.1 29% HR 04 04 0.0 4%
IT 1.8 3.0 1.2 69% IT 1.8 25 0.8 42%
cY 0.3 0.6 03 129% cY 03 05 0.2 86%
LY 0.6 0.9 0.2 7% LY 0.6 0.7 0.1 12%
LT 14 2.6 1.2 87% LT 14 z1 0.8 55%
LU 1.5 34 1.9 130% LU 1.5 3.0 1.5 106%
HU 0.8 1.3 05 F0% HU 0.8 1.0 0.3 39%
MT 1.1 2.6 1.5 125% MT 1.1 22 1.0 93%
ML 4.1 2.5 4.4 107% MNL 4.1 6.7 25 62%
AT 14 3.1 1.7 118% AT 1.4 2.6 1.2 82%
PL 0.8 1.8 1.0 123% PL 0.8 1.6 0.8 96%
PT 05 09 04 57% PT 05 08 03 76%
RO 0.7 1.5 0.8 119% RO 0.7 14 0.7 107%
Ss1 14 31 1.7 117% Sl 14 28 1.4 94%
SK 0.2 0.7 04 190% SK 0.2 0.6 04 158%
F1 24 4.9 25 102% F1 24 4.4 1.9 8%
SE 3.6 5.7 2.1 57% SE 3.6 4.9 1.3 36%
UK 1.2 1.6 05 40% UK 1.2 14 03 24%
NO 5.8 10.1 4.3 74% NO 5.8 5.0 3.2 55%
Ef 1.7 34 1.7 59% EA 1.7 28 1.1 66%
EU 1.6 31 1.5 89% EU 1.6 2.6 1.0 59%
EW15 1.7 33 1.5 89% EU15 1.7 2.7 1.0 59%
NMS 0.7 1.5 0.8 109% NMS 0.7 1.2 0.6 82%

Saurca: Comirission services, EPC.

Sezree: Commission services, EPC.

This is due to the fact that for most countries the
growth in GDP per hours worked is higher than the
growth in GDP per capita for most or all of the
projection period. The smallest expenditure
increases are observed for Bulgaria and Latvia
(+0.2 pp.) and the largest projected increases are
observed for the Netherlands (+3.5 pp.) and
Norway (+4.2 pp.).

The "high life expectancy scenario" assumes that
life expectancy in 2060 is higher by two years than
in the "demographic scenario"”.

Table 11.3.5 presents the projected expenditure for
this scenario. As the assumed two extra years of
increase in life expectancy (at birth) would imply
an increased period of time within which care
needs to be provided, public expenditure would
increase by 0.2 p.p. above the "base case scenario”.
As expected, countries with a rather high coverage
display the largest increases, such as Denmark and
Spain.

The "constant disability scenario™ aims to capture
the potential impact of assumed improvements in
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the health (or non-disability)
population.

status of the

The results presented in Table I1.3.6 shows that an
improved disability status would lead to a
considerably lower expenditure in future. Public
expenditure would increase by 1.0 pp. for the EU
or 0.3 pp. below the base case scenario. This lower
increase is due to the fact that lower dependency
rates translate in lower demand for LTC services.

Compared to the assumption of no change in
health status in the high life expectancy scenario,
the countries that see the highest decrease in this
scenario (in pp. of GDP) are Denmark, the
Netherlands and Norway. This may be expected as
these are the countries with some of the highest
spending levels on LTC and where a decrease in
dependency may therefore make a more visible
difference.

242, Changes incost and coverage

Results of four policy-change scenarios are
presented and discussed here. These capture
basically varying assumptions of changing costs
and coverage of LTC.

The "shift to formal care scenario” illustrates the
impact of a 10-year progressive shift into the
formal service sector of 1% per year of dependent
population who have so far received only cash
benefits or informal care. LTC is projected to
increase by 1.9 pp. of GDP from 2013 up until
2060 (Tablell.3.7), compared to the 1.3 pp. of
GDP under the "base case” scenario.

Interestingly, even countries where expenditure
level and coverage rate are already relatively high
(such as Denmark or Finland) show a projected
increase that is much higher than in the "base case"
scenario. This is because as long as coverage of the
dependent population is less than 10096 in any age-
group, the scenario assumes an additional increase
in coverage of the dependent population in the
respective age groups.

Tahle [1.3.7: Shift from informal to formal care scenario,
proj ected public expenditure on long-term careas
% of GDP
2013 2060 Change 2013-2060

PP- In %

BE 21 4.1 20 95%
BG 04 (O] 04 H%
cZz 0.7 1.6 08 112%
DK 24 5.5 3.0 124%
DE 14 4.1 27 190%
EE 06 1.5 09 165%
IE 07 1.7 1.1 159%
EL 05 1.3 08 165%
ES 1.0 28 1.8 186%
FR 20 36 16 80%
HR 04 1.0 05 125%
IT 1.8 34 1.6 90%
cY 0.3 07 04 172%
LV 06 14 05 122%
LT 14 26 13 92%
LU 1.5 3.8 2.3 158%
HU 08 1.9 1.2 153%
MT 1.1 2.7 1.6 142%
MNL 4.1 84 4.3 104%
AT 14 31 1.7 119%
PL 05 29 21 264%
PT 05 3.0 25 545%
RO 07 22 1.5 219%
sl 14 36 21 149%
SK 0.2 09 0.7 306%
Fl 24 5.3 29 118%
SE 36 6.6 3.0 82%
UK 1.2 22 1.0 87%
NO 58 106 49 84%
EA 1.7 3.8 21 122%
EU 1.6 3.6 19 117%
EW1S 1.7 37 2.0 114%
NMS 0.7 2.2 1.4 197%

Sezree: Commission services, EPC.

The "coverage convergence scenario” assumes an
extension of the formal/public coverage in any
form (institutional, home care or cash benefits)
towards the average EU rate.
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Table IL33 Coverage conve gence scenario, projected public Table [1.3.%: Cost convergence scenario, projected public
expenditure on long-term careas % of GDP expenditur e on longterm careas %o of GDP
2013 2080 Change 2013-2060 2013 2060 Change 2013-2060
PP. In % PP- In %
BE 21 3.9 1.6 84% BE 21 4.9 2.8 131%
BG 04 1.9 1.5 367% BG 04 09 05 128%
cZz 0.7 1.5 0.8 101% cZz 0.7 64 5.7 758%
DK 24 4.7 23 92% DK 24 53 2.8 116%
DE 14 4.0 2.6 186% DE 1.4 3.6 2.2 154%
EE 0.6 1.5 09 163% EE 0.6 33 27 475%
1E 0.7 24 1.7 255% 1E 0.7 2.0 1.3 193%
EL 05 1.0 05 112% EL 05 1.2 08 158%
ES 1.0 31 21 218% ES 1.0 33 23 235%
FR 2.0 4.3 29 146% FR 2.0 29 1.0 45%
HR 04 0.3 04 92% HR 04 1.2 09 213%
IT 1.8 3.1 1.3 2% IT 1.8 28 1.1 59%
cY 0.3 0.8 05 213% cY 03 1.2 0.9 355%
LY 0.6 31 24 391% LY 0.6 1.0 04 57%
LT 14 24 1.0 75% LT 14 5.2 38 277%
LU 1.5 5.0 3.6 243% LU 1.5 332 19 129%
HU 0.8 35 2.7 358% HU 0.8 22 1.4 183%
MT 1.1 3.2 2.0 183% MT 1.1 29 1.8 161%
ML 4.1 7.8 3.6 839% MNL 4.1 8.1 4.0 97%
AT 14 2.8 1.4 101% AT 1.4 4.4 3.0 214%
PL 0.8 1.8 1.0 128% PL 0.8 29 2.1 259%
PT 05 15 1.1 232% PT 05 | 16 356%
RO 0.7 1.7 1.0 148% RO 0.7 4.2 3.5 503%
Ss1 14 34 1.9 125% Sl 14 39 25 173%
SK 0.2 0.7 0.5 208% SK 0.2 5.0 4.7 2051%
F1 24 4.3 23 96% F1 24 6.1 3.6 149%
SE 3.6 74 3.8 105% SE 3.6 6.0 24 66%
UK 1.2 1.8 0.6 53% UK 1.2 22 1.0 90%
NO 5.8 10.0 4.2 2% NO 5.8 10.2 4.4 76%
Ef 1.7 4.0 23 134% EA 1.7 36 19 111%
EU 1.6 3.6 2.0 121% EU 1.6 35 1.9 113%
EW15 1.7 3.8 2.1 120% EU15 1.7 35 1.8 103%
NMS 0.7 1.9 1.1 157% NMS 0.7 35 2.8 384%

Saurca: Comirission services, EPC.

Sezree: Commission services, EPC.

Table I1.3.8 shows the projection results under the
coverage convergence scenario. For the EU, public
expenditure on LTC is projected to increase by 2.0
pp. of GDP over the whole projection period, 0.7
pp. of GDP higher than the "base case scenario".

Ag in the "shift to formal scenario”, this higher but
expected increase vis-d-vis the "base cage"
scenario is the result of an increased coverage of
dependents individuals, especially in countries
where the coverage of the dependent population is
low compared to the EU average.
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Table IL3.10:  Cost and coverage conver gence scenario, proj ected

public expenditure onlong-term careas % of GDP

2013 2080 Change 2013-2060
PP. In %
BE 21 4.9 2.8 133%
BG 04 31 2.7 672%
cZz 0.7 64 5.7 758%
DK 24 5.3 29 117%
DE 14 4.8 34 241%
EE 0.6 4.0 34 603%
1E 0.7 3.z 25 376%
EL 05 1.3 09 179%
ES 1.0 4.1 3.1 316%
FR 2.0 4.9 29 149%
HR 04 1.7 1.3 302%
IT 1.8 3.1 1.3 73%
cY 0.3 21 1.9 740%
LY 0.6 3.6 3.0 479%
LT 14 5.2 38 277%
LU 1.5 5.1 3.6 245%
HU 0.8 55 4.7 626%
MT 1.1 39 2.8 248%
ML 4.1 8.2 4.1 959%
AT 14 4.5 3.0 214%
PL 0.8 29 21 260%
PT 05 2.7 23 493%
RO 0.7 4.3 3.6 512%
Ss1 14 4.3 29 202%

SK 0.2 5.0 4.8 2080%
F1 24 6.1 3.6 149%
SE 3.6 3.0 4.4 120%
UK 1.2 24 1.2 105%
NO 5.8 10.2 4.4 76%
Ef 1.7 4.6 29 168%
EU 1.6 4.3 2.7 163%
EW15 1.7 4.3 26 162%
NMS 0.7 4.1 3.3 455%

Saurca: Comirission services, EPC.

The "cost convergence scenario" is meant to
capture the potential impact of a convergence in
real living standards on LTC spending. Table I1.3.9
shows the results under this scenario.

For the EU, public expenditure on LTC is
projected to increase by 1.9 pp. of GDP from 2013
up until 2060, with the impact of an increased cost
per user of LTC services, assumed to be the result
of economic convergence and higher patient
expectations. Note that some outlier results may be
partly due to data issues. Indeed, as explained in
the annex, non-available or partial data lead to the
(full or partial) application of the EU averages for
the missing parts — in terms of coverage and
related cost profile — adjusted to the national
expenditure level.

In general, as can be expected, a country with high
coverage and therefore relatively low average costs
per beneficiary in the base year 2013 will show a
relatively bigger increase in the "cost convergence
scenario”, while the expenditure increase projected
for a country with relatively low coverage, and
relatively high starting average cost profile, will be
relatively bigger in the "coverage convergence
scenario”. Table I1.3.10 shows the projection
results under the "cost and coverage convergence
scenario”. It assumes a combination of coverage
and cost convergence, combining the effects of the
previous two scenarios. In the EU, this scenario
leads to a projected increase in spending of 2.7 pp.
until 2060.

Note that for countries, which have no effect in
terms of coverage convergence, such as Belgium,
the results are very close to the cost convergence
scenario, and vice versa. For countries with low
initial levels of coverage and low unit costs per
recipient, the convergence process kicks in from
both sides.

3.4.3. AWG reference scencrio

The "AWG reference scenario” combines the
assumptions of the "demographic" and the
"constant disability” scenarios. Specifically, it is
assumed that half’ of the projected gains in life
expectancy are spent without disability (i.e.
demanding care), taking thus an intermediate
position between the "demographic" and "constant
disability” scenarios assumptions. This scenario is
the point of reference for comparisons with the
2012 Ageing report and is used in the multilateral
budgetary surveillance at EU level

In this scenario public long-term expenditure is
thus driven by the combination of changes in the
population structure and a moderately positive
evolution of the health (non-disability) status. The
joint impact of those factors is a projected increase
in spending of about 1.1 pp. of GDP in the EU by
2060 (Table T1.3.11).

The Total Factor Productivity (TFP) risk scenario
gives the same results as the AWG reference
scenario (same results at first decimal point), thus
a separate table is not reported, as unit costs in this
area is closely linked to labour productivity
growth.
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Table 11311 AWG refarace scenario, projected public Table [13.12:  AWG risk scenario, projected public expenditure
axpenditure on long-tarm careas % of GDP on long-term care as % of GDP
2013 2060 Change 2013-2060 2013 2060 Change 2013-2060
PP In % PP- In %
BE 2.1 3.7 1.6 75% BE 21 4.7 2.6 121%
BG 04 0.6 0.2 AZ% BG 04 29 25 620%
[oF 4 0.7 1.4 0.7 87% CcZz 0.7 6.0 5.2 695%
DK 24 4.5 2.0 B83% DK 24 2.1 26 107%
DE 14 29 1.5 105% DE 1.4 4.5 3.1 222%
EE 0.6 1.2 0.7 116% EE 0.6 3.7 3.2 556%
1IE 0.7 1.4 0.7 111% 1IE 0.7 3.0 23 349%
EL 05 0.9 04 88% EL 05 1.3 08 166%
ES 1.0 24 1.4 147% ES 1.0 39 29 294%
FR 2.0 28 0.8 A1% FR 2.0 4.7 2.7 139%
HR 04 05 01 15% HR 04 1.6 1.1 268%
IT 1.8 2.7 09 50% T 1.8 2.9 1.1 64%
cY 03 05 0.2 97 % cY 0.3 2.0 1.8 695%
LY 06 0.8 0.1 27%, Ly 0.6 34 2.7 440%
LT 1.4 2.3 0.9 65% LT 14 4.9 35 Z253%
LU 1.5 3.2 1.7 116% LU 1.5 4.8 3.3 226%
HU 0.8 1.2 04 54 % HU 0.8 5.0 4.2 562%
MT 11 2.3 1.2 104% MT 1.1 3.7 26 229%
NL 4.1 71 3.0 T4% ML 4.1 7.6 35 B86%
AT 14 2.7 1.3 91% AT 1.4 4.2 2.8 195%
PL 0.8 1.7 0.9 112% PL 083 2.7 19 235%
PT 05 0.9 04 86% PT 05 z6 21 461%
RO 0.7 1.6 0.9 124% RO 0.7 3.9 32 464%
-1 | 14 29 1.5 103% sl 14 4.2 27 189%
SK 0.z 0.6 04 1581% SK 0.2 4.6 4.4 1909%
Fl 24 4.6 21 B86% Fl 24 9.8 3.3 136%
SE 36 5.1 1.5 A1% SE 3.6 7.5 3.8 106%
UK 1.2 1.5 04 30% UK 1.2 2.3 1.1 97%
NO 5.8 94 3.6 63% N 5.8 9.6 3.8 66%
EA 1.7 3.0 1.3 4% EA 1.7 4.4 27 154%
EU 1.6 2.7 1.1 67 % EU 1.6 4.1 25 149%
EWS 1.7 29 1.1 66 EWS 1.7 4.1 2.4 139%
NMS 0.7 14 07 DG NMS 0.7 3.8 3.0 414%

Saurce: Commission services, EPC.

Sezree: Commission services, EPC.

344, AW rsk scenario

The "AWG risk scenario” keeps the assumption
that half of the future gains in life expectancy are
spent with no care-demanding disability, as in the
"AWG reference scenario”.

In addition, it combines it with the "cost and
coverage convergence scenario” by assuming
convergence of both total average cost and
coverage to the EU average for those below it.

In comparison to the "AWG reference scenario”,
this scenario thus captures the impact of additional
cost drivers to demography and health status, i.e.
the possible effect of a cost and coverage
convergence.

The joint impact of the drivers in this scenario is a
projected increase in spending of 2.5 pp. of GDP
in the EU by 2060 (Table I1.3.12).
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3.5, COMPARISON WITH THE 2012 AGEING
REFORT

As in the case of health care projections, the
differences observed between the 2012 Ageing
Report and the current projections result from a set
of factors: 1) a different initial spending level; ii) a
different base-year for starting the projections; iii)
updated macroeconomic assumptions resulting in
different GDP per capita growth rates and GDP
levels for the period under analysis; iv) updated
population projections; v) updated age-gender
expenditure profiles; wvi) changes in scenario
assumptions; and quantified policy reforms. As
shown in Graph I1.3.11, results are pronounced for
a number of countries and are related to different
reasons.

Firstly, the age-cost profiles have been updated,
leading to different dynamics of ageing costs for
many countries. For some countries, country-
specific profiles have now replaced imputed
profiles used in the previous Ageing Report. Also,
due to better data availability, it was possible to
project expenditure by using country specific age-
cost profiles related to the type of care, ie.
institutional care, home care or cash benefits. In
the previous Ageing Report, age-cost profiles were
not distinguished to this degree. This implies
different dynamics of projected spending changes
according to the types of care (and the associated
costs), which do impact the projection results.

Secondly, the 2013 level of public expenditure on
long-term care in the EU is 0.2 pp. of GDP lower
in the current exercise than in the 2012 projections
(Table I1.3.13). Most countries now start from a
lower level of spending. The main reason for a
lower starting level of spending is that the
observed public expenditure on long-term care has
been lower for many countries than that projected
in the 2012 Ageing Report. This may be
explainable by policy reforms which have
consolidated health care budgets in recent years in
most EU countries. Tn other cases, data availability
has improved, allowing to get rid of double
counting of expenditure due to usage of different
data sources (e.g. AT, BE and DK). In NO,
spending levels have increased considerably
contrary to the general trend in the ELT in the past
few years.
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Graph [1.3.11: AW refa ence scenario: Differences in the projected increase in public expenditure on long-term care over 2013-2060
betw een the 2015 and 2012 Ageing Report, as pp. of GDP
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Sonrcer European Comtrission, EPC.

Thirdly, the new ESA 2010 accounting has implied
an upward revision of GDP levels in the base year.
For the EU, the GDP level has increased by about
3.5%in 2013.

A fourth point relates to updated population
projections which contribute to a less marked
ageing problem of the population than in the
previous report, resulting in lower expenditure
projections.

A fifth effect is related to changes in LTC
spending triggered by legislated policy reforms as
discussed in previous sections.

A quantitative decomposition of drivers is
proposed in Table I1.3.14. The decomposition aims
at quantifying which factors are driving the
differences in projected spending between the
2012 and the 2015 projection exercises in the base
case scenario. The considered drivers are the age-
cost profiles, the coverage of beneficiaries by
formal care service, the disability rates, GDP per
hours worked, the population projections, an
interaction and a base-year effect. Basically,
departing from the level of expenditure in 2013
each driver's impact is estimated by replacing
ceteris paribus its current value with the 2012
Ageing Report data.

Overall, changes in projected expenditure levels
were driven to a higher degree by revised GDP
growth rates and coverage rates of beneficiaries,
and to a lower degree by changes in age-cost
profiles, disability rates and demographic

projections. Lower GDP growth rates per capita in
the current relative to the last Ageing Report and
changes in age-specific coverage rates impact

favourably on lower LTC expenditure growth.

Changes in disability rates are a minor driver of
changes in projected expenditure, reflecting the
relative stability of disability rates between the
reports. Changes in demographic projections are
not that important as compared to health care, as
only a part of the population is in need of LTC
services. For some countries, some drivers clearly
stand out in their relative impact on the change of
results between the two Ageing Reports. As such
Finland has a steeper age cost profile at higher
ages and Spain has considerably higher coverage
of LTC recipients, driving expenditure projections
upwards relative to the 2012 Ageing Report
Luxembourg has significantly lower GDP growth

rates reducing projected expenditure growth.
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Table [L3.13  Comparison between public long-term care
spending as %o of GDP in the 2015 and the 2012
Agedng Reports, in the base year (i.e. 2013) of
current proj ections
2015 2012  Difference
Ageing Ageing 2015 -
Report Report 2012
BE 2.1 2.5 -0.4 BE
B 04 0.a -0.1 BG
CcZ 0.7 0.8 -0.1 cZ
DK 24 4.5 =21 DK
DE 1.4 1.5 -0.1 DE
EE 0.6 0.5 0.0 EE
IE 0.7 1.1 -0.5 1E
EL 0.a 14 -1.0 EL
ES 11 0.8 0.2 ES
FR 20 2.3 -0.3 FR
HR 04 : HR
IT 1.8 1.9 -0.2 IT
cY 0.3 0.2 0.1 cY
Ly 0.8 0.7 -0.1 LV
LT 1.4 1.2 0.2 LT
Lu 1.8 1.1 0.4 LU
Hu 0.8 0.9 -0.1 HU
MT 1.1 0.7 0.4 MT
ML 4.1 4.0 0.1 ML
AT 1.9 1.7 0.2 AT
PL 0.e 0.8 0.1 PL
PT 0.8 0.3 0.2 PT
RO 0.7 0.6 0.1 RO
Sl 1.4 1.5 -0.1 Sl
SK 0.2 0.3 0.0 SK
F1 258 27 -01 Fl
SE 36 348 -0.2 SE
UK 1.2 21 -0.9 UK
NO 5.8 3.8 2.0 NO
EA 1.8 1.9 0.0 EA
EL 1.7 1.9 -0.2 EL
EL1S 1.8 2.0 -0.2 ELNS
NMS 0.7 0.7 0.0 NMS

(13 The 201502012) AR column values refers to the 2013 (projected)
long-term care spending to GOPratio in the current (previous)
projection exercise

Seurce: Furopean Commission, EPC

3.6, CONCLUSIONS

The increasing need for the availability of and
access to formal long-term care services implies
increased financing needs. As LTC services are to
a high degree financed by public payers, public
expenditures on LTC are on the rise.

This report presented the expected effects of
various demographic and non-demographic drivers
on LTC expenditure over a range of plausible
scenarios. The range of results is rather wide

(Graph I1.3.12 and Table I1.3.15), and risks vary
highly depending on the country and scenario,
reflecting the implicit uncertainty surrounding the
evolution of key variables in this kind of long-term
projections.

In the AWG reference scenario, which assumes
that one half of future gains in life-expectancy will
be spent in good health and the other half in
disability, public LTC expenditure in the EU is
prajected to increase from 1.6% of GDP to 2.7%
of GDP, i.e. an increase of 67%0 until 2060,
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Table IL3.14:  Decomposing the impact of drivers on diffarences in spending gr owih between the 2015 and the 2012 Ageing Reports- based
on the base case scenario, in pp. of GDP.

Difference in Dusto:
spending
growith betareen . . . Change in - .
the 2015 and |Changeinage-]  Change in Changein | Change related q ; Interaction Change in all Base-year
: A emographic * P ok
2012 Ageing | cost profiles coverage disshility rate | to GDP growth projections effect drivers effect
Reports

BE -11 0o -0.4 i) -0.8 01 -0.1 132 0.1 BE
BG -0.2 0.0 -0.2 0.0 -0.1 0.0 -0.1 -0.4 0.3 BG
cZ 0.0 0.0 0.2 0.a -0.1 0.0 0.0 01 -0.1 4
DK -1.7 0.4 0.2 0.3 -0.7 0.1 -0.1 -0.4 -1.3 DK
DE -0.2 -0.1 0.3 0o -0.3 0.1 -0.1 -0.1 0.0 DE
EE 0.4 0o 04 0a 0a -01 0.0 03 01 EE
IE -0.7 0.0 -0.1 0.1 0.2 -03 0.1 -0.1 -0.6 IE
EL -0.4 0.0 0.2 0.a 0.2 -02 0.0 0.3 -11 EL
ES 0.3 0.1 0.7 0.o 0.4 -03 -0.1 0.8 0.0 ES
FR -1.2 -01 -0.6 0.a -0.2 0.0 0.0 -04 -0.3 FR
HR HR
IT 0.0 0.2 0.5 0.a -0.1 0.0 0.0 01 041 IT
cY 0.2 0.0 0.1 0.a oa 0.0 0.1 0.0 0.1 CcY
Lv -03 0.0 0.1 0.0 0o -02 0.1 0.3 0.1 LV
LT -0.2 0.1 0.3 0o 0.4 -1.3 0.1 0.5 0.3 LT
LU -03 0.1 0.1 0.1 -1.5 0.6 0.4 0.8 0.4 Lu
HU -02 0.z 0.1 0o -01 -01 0.0 0.4 0.3 HU
MT 0.2 0.0 0.0 0.0 -1.0 0.3 0.2 0.6 0.9 MT
NL -0.8 0.1 0.2 0.1 -0.4 0.0 0.1 0.4 0.5 NL
AT 0.1 0.1 0.5 0.a -0.4 0.1 0.0 0.3 0.3 AT
PL 01 0.1 0.0 0o (i1 00 0.1 0.1 0.0 PL
PT 0.1 0.1 0.2 0.a 0.2 -03 0.2 0.1 0.2 PT
RO -03 0.0 0.1 0.a -0.5 -0.2 0.4 1.2 0.9 RO
Sl -01 0.2 0.5 0.0 0.1 -01 0.2 0.1 0.2 |
SK 0.0 0.0 0.1 0.o 0.1 -01 0.0 0.1 0.1 SK
Fl -0.4 0.4 01 0.1 -0.6 01 01 01 0z FI
SE -0.9 01 01 0.2 -1.5 0.3 0.1 1.5 0.6 SE
UK -0.4 0.0 0o 0.a -0.1 0.0 0.0 0.1 0.2 UK
NO -0.1 0.3 0.1 0.5 -3.3 1.1 0.3 3.4 3.2 NO
EA -03 0.1 0.1 0.a -0.2 0.0 0.0 0.2 0.1 EA
EU -0.4 0.0 0.1 0.0 -0.2 0.0 0.0 0.3 0.1 EU
EU1S -04 0o 01 i) -03 [i] 0.0 03 01 EU1H
NMS -0.1 -0.1 0.0 0.0 -0.1 -01 0.0 -0.3 0.1 NMS

(13 * The interaction effect 15 the unexplained difference between the change in all drivers and the sum of the effects ofthe individual drivers.
** The change in &l driversis estitnated by replacing the current data with the 2012 Ageing Report data for all drivers at once.

*** The base-year effect is the difference between column 1 and column 5.

Sourca: Cotranission services, EPC.
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If one assumes in addition, that until 2060 EU
countries will have equal coverage rates of LTC
dependents and equal costs per dependent,
reflecting an underlying convergence process of
EU economies, expenditure is expected to increase
up ta 4.1% of GDP in the EU (Graph I1.3.13).

While reflecting a plausible combination of
developments in ageing and health status, the
AWG reference scenarioc may underestimate
expenditure, if due to higher life expectancy (High
life expectancy scenario) people remain longer in
disability and in addition, if the assumed
improvements in health status do not materialize
(demographic scenario) (Graph IL3.14). Also,
supply side bottlenecks may increase fiscal
pressure, if labour costs of LTC personnel increase

due to insufficient availability of health personnel
(Base case scenario).

On the other hand, if health status improvements
match fully increases in life expectancy projected
expenditure tums out to be less pronounced
(Constant disability scenario).
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Table [L315:

Oveaview of resultsacross scenarios — Change in spending as %o of GDP 20132060

. . Cogtand
De‘rlographic Hase w_se Q)E;L:ecy fju;;ﬁtr; ﬁ:)rsr:gl1 :‘:re &fr;%en:e mnvcet:;ence coverage mmfce AN risk TFP riE.k
scenatio SCENnario . 3 : - - convergence : SCEnano scenario
scenario SCEnario scenalio scenario scenario scenario
SCENaNo
BE 15 18 a0 14 20 18 28 28 16 2B 16 BE
BG 02 0z 02 o1 04 158 oA 27 0z 25 02 BG
CcZ 07 0a 08 0B 0a 08 a7 57 07 52 07 cz
DK 22 22 28 19 3n 23 28 28 20 28 20 DK
DE 14 16 18 13 27 26 22 34 15 31 15 DE
EE 07 o7 08 0B 04 0g 27 34 07 32 07 EE
IE o9 0g8 10 o7 11 1.7 13 25 07 23 o0r IE
EL 05 04 04 04 0g8 0a g 0g 04 0s 04 EL
ES 16 16 32 13 18 21 23 Al 14 28 14 ES
FR o9 o9 11 o7 16 28 10 28 o8 27 08 FR
HR 01 01 0.1 0o 04 04 0g 13 0.1 11 01 HR
IT 10 10 12 08 15 13 11 13 09 11 04 IT
CcY 03 03 03 0z 0.4 04 0g 14 0z 18 02 cY
Ly 02 0z 02 01 0g 24 0.4 30 0.1 27 0.1 Ly
LT 1.0 1.0 12 03 13 10 38 38 0g 35 049 LT
11] 15 149 18 15 23 36 18 38 17 33 17 11]
HU 04 04 05 03 12 27 14 47 04 43 04 HU
MT 1.3 13 148 10 16 20 18 28 12 28 12 MT
NL 33 28 44 25 43 36 40 41 30 5 30 NL
AT 13 14 17 12 17 14 30 a0 13 28 13 AT
PL o9 1.0 10 03 21 10 21 21 0g 14 0g9 PL
PT 0.4 0.4 04 03 248 1.1 168 23 04 21 04 PT
RO oy 1.0 08 07 158 10 35 3B 0g 32 049 RO
Sl 14 16 17 14 21 18 25 28 158 27 14 Sl
SK 04 04 04 04 07 05 47 43 04 44 04 SK
FI 19 23 25 13 29 13 36 36 21 33 21 FI
SE 16 18 21 13 30 38 24 44 15 38 15 SE
UK 0.4 0.4 04 03 1.0 06 10 12 0.4 11 0.4 UK
NO 35 42 4.3 32 449 4.2 4.4 44 36 38 36 NO
EA 1.3 14 1.7 11 21 23 18 28 1.3 27 13 EA
EU 1.2 13 15 1.0 149 20 18 27 1.1 25 141 EU
EU15 12 13 148 10 20 21 18 28 1.4 24 1.1 EU1S
NMS 0.7 0.4 08 0.5 14 1.1 28 33 0.7 30 0.7 NS
Saurce: Commission services, EPC
Graph[1.3.12:  Projected expenditure in different LTC scenarios, Graph 13,13 Projected expenditure in LTC AWG refaanceand
for the EU in % of GDP risk scenarios, for the EUin % of GDP
45 45
40 40
s 35 E 15
o] (U]
B 30 T30
® ®
B, £15
zl 10
Eawe -{-.3‘.-.
15 15
i3 00 EEY 04 050 2080 013 2020 2030 2040 2050 60
m— 15T 20 2 132 CAMMIZENGe S0enaria - (VR CAiIge e Senark
{3t conwergence xenaria Shiftta fariral care enaria
m— NN fef RECE wuw AW risk

m— 50 {25 362 10

High Iz expex tancy scenaria

Demagranhic scena ia e Gyshntdiability seenaria

Seurce: Commission services, EPC.

Satrce: Commission services, EPC.

With rising need for formalized LTC solutions, it
is plausible to assume that both coverage of
dependents and costs of LTC services will change.
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Graph [1.3.14:  Range of results for scenarios with mainly
demographic sensitivity analysis (no policy change

scenarios), EU in % of GDP
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RUGEbaseline  Demogiaphic Base Lase Highlife Constant
scenario scenario SEENario expectancy disability
seenario seenario
w03 *. G haseline scenari = hddditianal scewaria effect

Saurce: Comirission services, EPC.

Cost implications for the EUU may be substantial
(Graph I1.3.15). The shift of informal to formal
care (Shift to formal care scenario) and a
convergence process in terms of coverage and
costs of LTC for those countries, which are below
EU average levels of care in this respect, imply a
substantial fiscal risk (cost and convergence
related scenarios).

Graph [1.3.15:  Range of results for scenarios with mainly costand
coverage sensitivity analysis {p olicy change
scenarios), EU in % of GDP
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It may be safely concluded that ageing and non-
demographic drivers of long-term care expenditure
will exert a contimious pressure on public finances.
The obvious need for a broadening of formalized
coverage of the European population with long-
term care services will thus have to be balanced
with the need to ensure the sustainable public
finances.

00 4 : : : :
Constant Shift to Cost Coverage Cost and
disabifty  formal care (onuergence CONVergence Coverage
scenario scenario scenario scenario  convergence
seenario
mz01z . Canstant disahility = Additianal szenaria effect
Saurce: Commission services, EPC.
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EDUCATION

4.1. INTRODUCTION

Due to the pronounced age profile of enrolment
rates, and consequently of expenditure levels,
government expenditure on education largely
reflects demographic developments. However,
many other factors have also an important bearing
on government education expenditure, such as the
involvement of the general government in the
education systemn, the duration of mandatory
education, progress in enrolment rates in upper
secondary and tertiary education, relative wages in
the education sector, the average size of classes,
discretionary saving measures to curb expenditure
trends, etc.

The projection exercise aims at assessing the
impact of demographic changes (per se) on general
government education expenditure. Therefore,
projections are carried out under the assumption of
"no policy change”. The methodology used is
highly stylised and does not "capture”" the full
complexities of Member States’ education systems.
Tt has been set out with a view to use harmonised
datasets, (™) secure equal treatment across
countries, and be consistent with wide labour
market developments, particularly on participation
rates. ('*9

The present exercise considers two scenarios. First
and foremost, a baseline scenario that attempts to
isolate the impact of demographic factors. The
major assumption of the baseline scenario is a
constant students-to-teacher ratio, implying an
mstantaneous  adjustment in  the number of
teaching staff to student levels. One sensitivity
scenario i also considered for illustrative

(N TINESC O-UIS/OECIVEUROSTAT (UCEY data collection
on education statistics, LFS data, and macroeconornic
variables from "The 2015 Ageing Report: Underlying
Assumnptions and Projection Methodologies', Eurcpean
Economy, Mo, 82014, European Cornmission

(") A substantial part of the work consists in cleaning datasets
and imputing missingfincomplete data points. Owverall,
there are no significant outstanding data availability issues,
besides the fact that COFOG data (instead of TOE) has to
be used for total expenditure data m Greece The last year
for which TTOE education expenditure data for Greece are
available iz 2005 At the express request of national
authortties, base financial data for Ttaly were updated to
2013 according to COFOG growth rates to take into
consideration reform effects, including a wage freeze in the
government sectcr,

Projections are carried out using the programme R.

purposes, namely a high enrolment rate scenario,
which is easily calibrated from the baseline,
assuming a linear convergence (to be completed by
2040) of enralment rates (for Isced levels 34 and
5-6) towards the average of the 3 best performers
in the EU2R8 plus Norway, namely Finland,
Belgium and Sweden. (\*)

42. GENERAL CHARACTERISTICS OF
NATIONAL EDUCATION SYSTEMS

While the methodology used to project future
education expenditure is based on a highly stylised
framework  that abstracts from  country
specificities, the methodology considers also major
aspects of education systems, such as enrolment
rates by age and education level and expenditure
categories by education level and type. Detailed
breakdowns of education systems (by age and
education level) can potentially improve the
quality of model calibrations.

4.2.1. Errclment rates in the EU

The institutional structure of education systems
varies considerably across Member States.
Although the configuration between compulsory
and non-compulsory education is in general similar
across countries (mandatory education starting
between ages 5 to 7 and ending between ages 13 to
16), education pathways of young people differ
across countries. Differences in "statutory” age
bands for a person attending a particular level of
education are reflected in cross country differences
in the distribution of "actual" enrolment ages,
raising the issue of cross-country comparability.
Country diversity is clearly visible in Table IL A6.1
in the statistical annex for education, which
presents average enrolment rates in the period
2010-2011 by country, age and level of education.

(™HIn the 2012 AR, the EU2020 scenario (equivalent to the
high enrolment rate one in the AR 2015) was difficult to
calibrate, because 1t involved reconciling nformation from
different scurces (UOE and LFS). The EUZ02Z0 scenario
included two elements: 1) the share of early leavers from
education and training should be less than 1074, and i) the
share of 30 to 34 years olds with tertiary or equivalent
educational attanment should be at least 4084 In the AR
2015, the high enrolment rate scenario is generated sitply
by inflating enrolment rates for ISCED levels 3-4 and 5-6
to the three best performers in the EU plus Norway by
2040.
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Graph1.4.1

Students-to-teacher ratioacross ISCED levels (average values 2010-2011)
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(1) Students over total staff in education by ISCED lewel (UQE dataset)
Seurce: Cominission services, EPC

4.2.2. Students-to-teacher rafic (average class
size)

Average class sizes vary significantly both across
countries and level of education, reflecting specific
organisational features of education systems.

The size of primary education classes is on average
slightly larger than that of secondary education
(both lower and upper). In most countries, average
class size is largest in tertiary education (see Graph
11.4.1), reflecting teaching methods relying more
on individual research and library work.

4.23. Staff compersationin the education
sector

There is considerable wvariation across Member
States in the wages paid in the education sector.
Graph I1.4.2 plots average data for the period
2010-2011 for the compensation per public
employee in the education sector to GDP per
worker. (***) Both the wage distribution and the

(32011 is the latest vear for which TINESCO-
UIS/OECTVEUROSTAT (JOE) education statistics are
available. As a rule, the AWG decided to use the average
for the years 2010 and 2011 as the base period for
education projections. As regards financial data, this
general rule could be applied to 18 countries without any

structure of employment in the education sector
(Le. the relative importance of different
professional  categories, such as professors,
assistants and non-teaching staff) play a role in
explaining these differences. As expected, on
average wages are highest in the tertiary level of
education, reflecting the higher qualifications
required of the staff.

adjustments, namely AT, BG, CY, CZ, DE, DK, E&, F,
IR, IE, IT, LT, LV, ML, PL, RO, 5L and SE For 9
countries there are some minor data missing problems,
narnely for BE, EE, HR, LU, MT, NO, PT, ZE, and the
UK. For 2 countries there are sigmficant missing data
problems: EL and HTU.

The general procedure used to impute missing data is to use the
basic expenditure equaticon fer education:
Ag+ Ay + A =6+ B2

For 11 ($42) countries, missing data were interpolated,
breaking down total expenditure (le  expenditure

categories Gs +P5, representing public and private,
respectively) into personnel compensation (Aﬁ), other

current expenditure G"' 12}, and capital expenditure (Ais ),
using the average distribution in the above listed 18
"non-problematic countries.

Furthermore, given the latest available year for total

expenditure (ie. Gs + PS) for Greece was 2005, COFOG
data was used mnstead
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GraphI1.4.2

Average compensation per member of staff as ratio of GDP per worker (average values of 2010-2011)
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(13 Cotnpensation per public emnployee in the education sector to GDP per worker by ISCED lewvel (UCE dataset). A few observations app earing to be

outliers are notreported.
Seurce: Commission services, EPC

Graph 1IL.4.3 presents average total public
expenditure in education in the period 2010-2011
in the four levels of education. Total public
expenditure ranges from 2.7% of GDP (Romania)
to 7.2% (Denmark) (for more details see Tables 2
and 3 in the statistical annex for education).

Graph [14.3:  Structure of public expenditure on educationas %o
of GDP (average values of 2010-2011)
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Sourca: Cominission services, EPC

4.3. METHODOLOGY AND RESULTS

4.3.1. Projection results for the baseline

sCencno

A simple simulation model is used to project
expenditure on education. (***)

Assuming "unchanged policy” in the provision of
education, the baseline scenario attempts to
illustrate the pure impact of demographic changes
on government education expenditure for the 29
countries considered in the projections. The
baseline scenario assumes a fixed students to
teaching staff ratio. To what extent the latter is
compatible with an assumption of "unchanged
policy" merits some reflexion. In fact, assuming
that staff levels in the education sector adjust
instantaneously to student levels might prove
unrealistic, besides actually demanding
discretionary action to change staff levels. Instead,
it might be preferable to assume some lag or
inertia in the adjustment Conversely, any
mechanism chosen to adjust staff to the number of
students would essentially be arbitrary. For the

(¥ For details see the statistical annex on education
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latter reason, the AWG decided not to implement  Table 1141 Results of the basdine (ublic expenditure on

an adjustment scenaric with teaching staff ;i'i;‘m“"““?mmmg”fcnp; ESA2010 for GDP

adjusting with a lag to the number of students. (**) Tevel
Tables I1.4.1 and IL.A6.4 show the variation in the 2013 2060} Change 2060-2013
projections of education expenditure for the BE 5.8 6.1 03
baseline scenario between 2013 (start year of the |BG 3.0 34 0.4
projections) and 2060 (end year of the projections).  |CZ 34 4.1 0.7
DK 7.6 6.8 -0.7
In the baseline scenario, government expenditure [DE 4.1 4.4 03
is expected to nearly stabilise at 4.6%0 and 4.4% of g 4.4 51 08
GDP in 2060, respectively, in the EU and euro IE 6.0 5.9 0.0
area. Go_vemment t.axpenditure on educat.ion EL a1 30 11
increases in 15 clountrles anfl falls in 14 .cot%nll:rles. ES 45 37 08
However, the impact varies across individual
countries ranging from a decline of 1.2 pp of GDP R >0 4.8 02
in Cyprus to an increase of 0.9 pp in Lithuania. HR 3.7 3.4 04
IT 3.7 35 -0.2
Graph IL.4.4 shows the projected changes in CY 7.3 6.1 -1.2
expenditure to GDP ratios between 2013 and 2060  |LV 38 4.5 0.8
by country and ISCED level in the baseline |LT 3.8 4.8 0.9
scenario. LU 33 35 0.2
HU 3.6 34 -0.2
MT 5.9 6.0 0.1
ML 5.2 4.7 -05
AT 4.9 4.9 0.0
PL 4.4 43 -0.1
PT 5.2 4.2 -1.0
RO 2.6 3.0 0.4
Sl 53 6.1 0.8
SK 34 29 -0.4
Fl 6.1 6.4 03
SE 5.7 5.9 0.2
UK 5.1 5.2 0.0
NO 6.0 5.9 -0.1
EA1S 4.5 4.4 -0.1
EU28 4.7 4.6 0.0

(1) Except Norway (ESA1995)
Setrce; Commission services, EPC

("*In the 2012 AR, this type of scenario was called the "inertia
scenario”, and assumed that adjustments in the number of
teaching staff lagged by five years variations in the nurmber
of students.
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Table I14.2 Breakdown in the total variation betw een 2013 and 2060 (ESA2010 for GDP () - bassline scenario -
Expenditure to GDP ratio Change 2060-2013 in % Students effect Employment effect Discrepancy
2013 2060 (3)=(2)-(1) Indexes % change * Exp ratio in 2013
(1 2) (3)=(4)-(5)+(5) 4 (5) (6)=(3)-{4)+(5)
BE 5.8 6.1 0.23 2.17 1.80 -0.09
BG 3.0 3.4 0.39 -0.71 -0.98 0.13
[ora 3.4 4.1 0.71 0.51 0.17 0.03
DK 7.6 0.5 -0.71 .53 1.37 013
DE 4.1 4.4 0.23 -0.74 0.96 0.Co
EE 4.4 5.1 0.75 -0.70 -1.24 0.21
IE 6.0 5.9 -0.02 0.64 0.66 0.00
EL 4.1 3.0 -l.12 -1.19 -0.10 -0.03
ES 4.6 3.7 -0.82 -0.21 0.75 013
FR 5.0 4.8 -0.21 .41 G.65 0.03
HR 3.7 3.4 -0.37 -0.79 £.47 -0.05
IT 3.7 3.5 -0.18 0.29 0.41 -0.05
CY 7.3 6.1 -1.24 1.02 271 0.46
LV 3.8 4.5 0.30 -0.86 -1.37 0.29
LT 3.9 4.5 0.33 -1.23 -1.76 0.40
Lu 3.3 3.5 0.16 3.40 3.09 -0.15
HU 3.6 3.4 -0.23 -0.54 0.33 -0.02
MT 5.9 6.0 0.09 0.52 C.43 -0.01
ML 5.2 4.7 -0.52 -0.56 -0.04 0.co
AT 4.9 4.9 0.03 0.22 G.19 0.00
PL 4.4 4.3 -0.14 -1.20 -1.09 -0.04
PT 5.2 4.2 -0.96 -1.59 -1.15 -0.21
RO 2.6 3.0 0.41 -0.47 0.76 0.1z
Sl 5.3 6.1 0.79 0.23 £.49 0.07
SK 34 2.9 -0.43 -1.20 -0.38 -0.11
FI 6.1 6.4 0.25 0.67 .40 -0.02
SE 5.7 5.9 0.22 2.01 173 -0.07
UK 5.1 5.2 0.04 111 1.05 -0.01
NO 6.0 5.9 -0.09 2.76 2.90 0.05
(1) Ezcept Morway (ERA1995)
Sourca: Source: Commission setvices, EPC
GraphI14.4.  Changes in government expenditure by ISCED In those countries for which a reduction in total

levd between 2013 and 2060; ESA2010 for GDP(Y) -

basdine scenario -

expenditure between 2013 and 2060 is projected, it
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is common that primary and secondary education
(ISCED levels 1 to 4) contribute the most to the
projected fall in total expenditure. At the same
time, i Member States were total education
expenditure is projected to rise between 2013 and
2060, tertiary education tends to dampen the
overall increase in expenditure.

Ei’&ﬂééﬁ%§§E=§E§§E§HEE:3$EEUEEBZ
beedl Mbeed? U beed 184 Mbced 526
(1) Esxcept Norway (ESAL1995)
Saurce: Cominission services, EPC
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Table I14.3 Breakdown of revid ons in expenditure-to-GDP ratio (2015 round minus 2012 round; ESA1995), valuesfor the basdine

scenario in 2060

Expenditure ta GDP ratio Revisions

Expenditure Base Students index Emiplaymient index Discrepancy
AR2012 AR2015 (3}=(2}-(2} Indexes % charge * Exp ratioin AR2012
{1} {2} {3)={d}+{5}{EH{7} {4} {5} {6} {7}={3}-)-{5 (B}
BE 6.1 6.3 0.15 0.1% 0.6 1.00 0.01
BG 3.7 3.5 -0.21 -0.32 0.47 0.34 -0.02
oz 3.7 a3 0.59 0.28 0.88 0.55 -0.02
DK 7.1 7.0 -0.07 0.52 0.59 1.24 0.06
DE 3.8 45 072 0.41 0.55 0.25 0.01
EE 5.1 5.2 0.05 0.27 0.25 047 0.01
|e 6.3 6.2 -0.06 1.06 141 -0.54 -0.24
EL 4.0 3.0 -1.00 -0.26 -1.01 -0.27 0.00
ES 3.5 3.5 036 0.31 -0.33 -0.37 0.01
FR 4.6 4.5 0.33 0.12 0.35 0.13 0.00
m 3.7 3.7 -0.07 004 036 0.05 -0.34
Y 5.8 6.7 0.84 0.53 -0.02 -0.29 0.04
Ly 3.2 45 139 -0.31 0.50 -0.62 0.1%
LT 3.9 4.8 0.57 0.30 0.10 -0.45 0.12
LU 3.1 3.5 0.43 0.15 2.04 1.63 -0.13
HU 3.7 3.4 031 -0.33 0.69 0.65 0.0l
T 4.1 6.1 2.07 1.15 1.82 0.54 0.04
NL 4.8 5.1 0.28 0.50 -0.18 0.03 -0.02
AT 4.5 5.0 0.48 0.26 0.73 0.50 -0.01
PL 3.2 43 1.14 0.18 0.75 -0.12 0.09
PT 3.5 4.4 0.87 0.42 075 -1.04 0.17
RO 3.4 3.1 0.33 -0.85 1.61 0.77 032
sI 4.9 6.2 135 0.45 0.55 -0.20 0.11
Sk 2.7 3.0 032 0.38 -0.28 -0.23 -0.01
FI 6.2 6.7 0.4% 0.82 0.53 0.86 0.00
SE 6.4 6.2 -0.16 0.11 0.92 1.23 0.05
UK 4.9 5.4 0.56 0.56 013 -0.13 0.00
ND 8.4 5.5 -2.48 -2.02 1.49 2.25 0.31
Source: Cominission services, EPC
4.3.2. Drivers of educction expenditure 45:
.. . . JE . .
Table I1.4.2 uses equation 4.4 in the education E}mmcatg i tthe mf(;l}t:xes ra??:. © is driven by
annex to break down changes in the GDP ratio of ¢ age structure of te population.
public expenditure on education between 2013 and —
2060. EAE)
Graph IL1.4.5 plots across countries E, against

The evolution of public expenditure on education
is determined by the ratio between the (average)
student and employment indexes. (**)

'y

the ratio of the population in schooling age (ages 6
to 24) to the "active" population (ages 25 to 70).
Variations in government expenditure on
education between 2013 and 2060 (y-axis) are

www.parlament.gv.at

EDU} - highly correlated with changes in the age structure
GoPy  _ IS¢ of the population (x-axis). This results from the
EDUG -~ [E¢ methodology used where per-capita costs grow in
GDPg 4.1 line with labour productivity, thereby the
expenditure-to-GDP ratio basically increases with
the number of students and decreases with
employment levels. (**)
(m)&swnin_g a constant studentstoteacher ratio (ie
IT; = -'.51). (*HEL and ES look as outliers in Graph I14.5, largely
reflecting the macroeconomic assumption of a sharp
174
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Table 114 .4 Basdine and high enr olment rate scenarios (public expenditure-to-G DP ratio; ESA2010 ()
2013 2020 2030 2040 2050 2060
Base High Base High Base High Base High Base High Base High  Difference
L 2) 3

BE 5.8 5.8 5.7 5.9 6.0 6.3 6.0 6.5 6.0 6.5 6.1 6.5 0.4 BE
BG 3.0 3.l 2.9 8.2 3.0 3.3 19 3.8 3.2 4.1 3.4 4.3 0.9 BG
2 3.4 3.5 3.6 3.3 3.9 4.4 37 4.5 4.0 4.8 4.1 4.9 0.e Z
DK 7.6 7.6 71 7.4 6.9 7.3 Todd 7.8 7.0 7.6 6.8 7.4 0.6 DK
DE 4.1 4.1 3.8 4.0 4.0 4.5 4.2 4.8 4.2 4.8 4.4 5.0 0.7 DE
EE 4.4 4.4 4.6 4.8 4.8 5.2 4.4 5.1 4.8 5.5 5.1 5.8 0.7 EE
IE 6.0 6.0 6.4 6.6 5.8 6.4 5.2 6.2 6.0 6.9 5.9 6.9 0.3 IE
EL 4.1 4.1 3.5 3.8 3.0 3.3 2.7 3.2 2.9 3.4 3.0 3.5 0.6 ELj
ES 4.6 4.6 4.1 4.4 3.4 4.0 a1l 3.9 R 4.4 37 4.5 0.8 ES)
FR 5.0 3.1 5.0 5.2 4.9 5.4 4.9 5.6 4.9 3.6 4.8 5.5 0.7 FR
HR a7 3.8 3.5 3.7 3.4 3.8 3.2 3.8 3.2 3.8 3.4 4.0 0.6 HR
IT 3.7 3.8 3.5 8.7 3.3 3.8 3.4 4.2 3.6 4.4 3.5 4.3 0.8 IT|
CY 7.3 7.5 6.5 7.3 6.2 7.7 5.5 77 3.5 77 6.1 8.4 2.3 ]
L 3.8 3.8 3.8 3.9 4.0 4.2 3.8 4.2 4.1 4.5 4.5 4.9 0.4 L
LT 3.9 3.9 3.6 3.8 4.2 4.6 4.2 4.8 4.2 4.9 4.8 5.4 0.6 LT
LJ 3.3 3.4 3.2 3.6 3.4 4.2 3.5 4.8 3.5 4.8 3.5 4.9 1.4 Lu
HuU 3.6 a7 31 3.3 3.0 3.4 3l a7 3.2 3.9 3.4 4.0 0.7 HuU
MAT 5.9 6.0 5.3 6.0 5.6 6.9 5.5 7.3 5.5 7.4 6.0 7.3 1.9 AT
ML 5.2 5.3 4.9 5.1 4.7 5.2 4.9 5.6 4.8 3.5 4.7 5.4 0.7 ML
AT 4.9 4.9 4.5 4.8 4.7 5.3 4.8 5.7 4.7 ot/ 4.9 5.9 1.0 AT
PL 4.4 4.4 4.1 4.2 4.1 4.3 38 4.1 3.9 4.2 4.3 4.3 0.3 PL
FT 5.2 5.3 4.7 4.9 4.0 4.5 4.0 4.7 4.3 5.0 4.2 5.0 0.e FT|
RO 1.6 2.6 2.6 2.6 2.7 1.8 1.8 3.0 2.9 3.l 3.0 3.2 0.z RO
Sl 5.3 5.4 5.4 5.6 5.6 6.1 5.5 6.3 5.8 6.7 6.1 6.9 0.e sl
Sk 3.4 3.4 3.2 3.5 3.1 3.6 2.8 3.5 2.8 3.6 2.9 3.7 0.8 5K
FI 6.1 6.1 6.1 6.2 6.3 6.4 6.3 6.4 6.3 6.4 6.4 6.5 0.1 Fl
SE 5.7 3.7 5.7 5.8 5.9 6.2 5.8 6.3 3.7 6.2 5.9 6.3 0.5 5E
UK 5.1 5.2 5.1 5.3 5.2 6.1 5.1 6.2 3.1 6.2 5.2 5.3 11 UK
MO 6.0 6.1 5.8 6.0 5.9 6.4 6.0 6.7 5.9 6.6 5.9 6.6 0.7 MO
EALS 4.5 4.6 4.2 4.6 4.2 4.7 4.3 5.0 4.4 3.1 4.4 Bodl 0.7 EA1S
EUZE 4.7 4.7 4.5 4.7 4.5 5.0 4.5 5.2 4.6 5.3 4.6 5.4 0.7 EUZE

(1) Esxcept Norway (ESAL1995)
Saurce: Cominission services, EPC

Graph [1.4.5:

Demographic structure as the main driver of
education expenditure (2060 index values,
2013=1000
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Ratic of studants to employment indexes
e
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BL

RO EE k|

2] T a0 90 100 110 120 130 140
Raticof pepulation age groups 6-24 to 2530
Seurce: Commission services
decline in unemployment rates, which mflates the

ermnployment index.

Using equation 4.4 in the education annex
A6.1, results can also be broken down between the
2012 and 2015 projection exercises (Table I1.4.3).
Although there are considerable cross-country
variations, on average the expenditure to GDP
ratio for 2060 is revised upwards by about 0.31 pp
between the 2012 and the 2015 projection
exercises, ('2%) largely reflecting a 0.44 pp increase
in the number of students, together with an upward
revision of 0.17 pp in base period values are
roughly offset by an employment increase of (.31

pp. (')

4.4. SENSITIVITY TEST: THE HIGH ENROLMENT

RATE SCENARIO

A single sensitivity scenario is considered in the
2015 Ageing Report, namely a demand shock that

(** Unweighted averages
(PN ESAL1995 GDP definition is used in Table IL4.3.
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raises enrolment rates in ISCED levels 3&4 and
5&6 to the average of the three best performing
countries. This represents a simplified approach
compared to the analysis carried out in the 2012
AR, reflecting the difficulties then experienced in
translating policy targets into UEOQ data (*%)
Therefore, in the current edition of the AR, it was
judged preferable instead to directly inflate
baseline enrolment rates towards the best outcomes
in the EU, thereby capturing the flavour of EU
policy initiatives in the education sector. (")

In the base period 2010-2011, the three countries
with the highest enrolment rates in ISCED levels
3&4 and 5&6 are Finland, Belgium and Sweden.
By age bracket (15 vears and older) and ISCED
level (3&4 and 5&6), countries are assumed to
converge linearly from 2012 until 2040 to the
average enrolment rate in Finland, Belgium and
Sweden. Higher enrolment rates are then kept
constant (aside the impact of participation rates)
between 2041 and 2060. A country keeps its initial
enrolment rate break (by ISCED and age) if it is
higher than the target average.

In 2060, the additional budgetary cost due to
higher enrolment rates is projected at +0.7 pp of
GDP on average both in the EU and the euro area
(Tables I1.4.4, ILA64 and ILA6.5). Across
countries, the increase in education expenditure
varies considerably, ranging from +0.1 in FI to
+2.3 in CY. Notice that even in best performing
countries expenditure increases occur, reflecting
the fact that while the rank of best performing
counties is determined averaging across all ISCED
levels (3&4 and 5&06) and ages, convergence will
occur at single combinations of ISCED and age
(for every outcome below best performing
outcomes/targets).

(*"yIn the 2012 AR, the high enrolment scenario corresponded
to the EUU2020 scenario defined as: 1) the share of early
leavers from education and training should be less than
10%; and 11) the share of 30 to 34-year-olds with tertiary or
equivalent educational attanment should be at least 4C84.

(1 yhitp #ec europa ew/europ e2020/target s/eu-targ ets/.

17&
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UNEMPLOYMENT BENEFIT

5.1. INTRODUCTION

Unemployment  benefit  (UB)  expenditure
projections are carried out in order to preserve the
comprehensive nature of the long term budgetary
exercise, although UB expenditure is largely
driven by (short- and medium-term) cyclical
fluctuations and influenced by structural factors
relating to the functioning of the labour market,
rather than by (long-term) demographic waves. In
addition, and for underperforming countries, UB
projections largely depend on the assumption of a
decline in the (structural) unemployment rate
(UR), which is rather significant in a number of
Member States, converging to some EU wide
ceiling/benchmark, implicitly anticipating the
future implementation of structural reforms in
labour markets.

A simple equation is used to project UB
expenditure. Although the methodology can
account for country specificities, such as changes
in the coverage and replacement rates of its UB
system, in practice lack of details and concem
about providing equal treatment across countries
would discourage fine tuning the methodology.

In order to apply the methodology described here
and secure the comparability of projections across
countries, data should be taken from Eurostat's
Social Protection Statistics (ESSPROS). (")
Furthermore, expenditure data on unemployment
benefits should cover recent years, namely 2012
and 2013. Given the delays involved in the official
publication of these values by Eurostat, updated
values for 2013 as provided by EPC/AWG
delegates were used. FEurostat has published
ESSPROS data for 2012 for all 29 countries
covered in the projections (EU28 and Norway).
Sixteen Member States provided provisional
information for 2013. (*%)

UB projections basically require three elements: 1)
calibration of UB expenditure for a recent base
year/period; i) assumption of an UR trajectory up
to 2060; and iii) the assumptions of constant
replacement and coverage rates of UB systems

("*yThe European Systern of integrated Social PROtection
Statistics (ESSPROE)

(" EE, DK, TE, [E, ES, IT, C'Y, LV, LT, MT, NL, AT, BT,
RO, Bland FI

after a given date, usually from the start of the
projection period, if no policy change has been
announced. (***)

5.2. THE BASE PERIOD AND THE DATASEI

The methodology basically uses the AWG'S
unemployment rate scenario (as the driving
variable) and expenditure in periodic full and
partial unemployment benefits in the base period
2011-2013 (**9) to extrapolate future expenditure
levels. Using multi-annual averages can limit the
impact of any given year on the final results, which
is desirable in periods of strong economic
fluctuations and possible large statistical errors.

In the absence of altemative reasonable
assumptions on  the future number of UB
beneficiaries (which results from entitlement rules
that affect coverage, take-up rates, and so on) and
the average duration of unemployment spells, the
calculation assumes that all these elements remain
constant. This approximation should be neutral,
particularly over the long term, not leading to any
systematic bias in the projections.

In order to guarantee the comparability of
projections across countries, expenditure data were
taken mainly from FEurostat's ESSPROS,
specifically the sum of periodic full and partial
unemployment benefits (Table IL.5.1). (*%)

(™ For DK the present projections consider the impact of the
2012 tax reform which lowers the indexation of UB
between 2016 and 2023

(™" The sizteen MSs menticned in footnote 3. For the
remaining countries: 2011-2012.

(" Periodic [l and partial B were also used (at least) i the
last two Ageing Reports (2009 and 2012).
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Table IL5.1 Pariodic full and partial unemployment benefits in %o of GDP (ESSPROS), ESA2010 for GDP(1)
2004 2005 20086 2007 2008 2008 2010 2011 2012 2013

BE 2.0 2.0 1.9 17 16 2.0 1.9 1.7 1.8 1.8 BE
BG : 0.2 0.2 01 041 0.3 0.4 0.4 0.4 : BG
CZ 0.2 0.2 0.2 0.z 0.2 0.4 0.3 0.2 0.2 : CZ
DK 1.5 1.3 0.9 1.0 08 14 1.6 1.5 1.6 14 oK
DE 1.4 1.5 1.3 1.0 0.9 1.2 11 0.8 0.8 0.8 DE
EE 0.1 01 0.1 01 0.2 0.8 04 0.2 0.2 : EE
IE 0.8 0.7 0.7 08 12 2.2 25 2.3 2.2 21 IE
EL 04 04 0.3 04 04 0.7 0.8 0.8 0.7 : EL
ES 1.1 1.0 1.0 1.1 12 2.2 2.1 2.3 23 2.2 ES
FR 1.6 15 1.4 12 12 1.5 1.5 14 1.5 : FR
HR : : : : 0.2 0.4 0.5 0.4 0.4 : HR
IT 04 04 04 0.3 04 0.7 0.7 0.7 0.8 0.8 IT
cY 04 04 04 0.3 0.3 0.4 0.5 0.5 0.6 0.8 cY
LY 0.3 03 0.3 03 03 1.0 0.7 0.3 0.3 0.3 Ly
LT 0.1 0.1 0.1 01 0.1 0.6 04 0.2 0.2 0.2 LT
LU 0.4 05 0.5 05 04 0.6 0.6 0.6 0.6 : LU
HU 0.3 0.3 0.3 0.3 0.3 0.4 0.4 0.3 0.2 : HU
WT 04 04 04 0.3 0.3 0.4 0.3 0.3 0.3 0.3 MT
ML 1.6 1.5 1.3 1.1 10 1.3 1.5 14 1.7 2.0 ML
AT 0.8 0.7 0.7 06 0.6 0.8 0.8 0.7 0.7 0.8 AT
PL 0.3 0.2 0.2 01 041 0.2 0.2 0.2 0.2 : PL
PT 1.1 1.1 1.1 0.9 0.8 1.1 1.2 1.1 1.5 1.5 PT
RO 0.3 0.2 0.2 01 0.1 0.3 0.5 0.2 0.1 0.1 RO
Sl 0.3 03 0.3 0.2 0.2 0.4 0.4 0.6 0.6 0.6 Sl
SK 0.3 0.2 01 01 041 0.3 0.2 0.2 0.2 : SK
Fl 1.6 15 1.4 1.1 1.0 1.5 1.7 1.5 1.7 1.9 Fl
SE 1.2 1.1 0.9 0.6 04 0.8 0.5 0.4 0.4 : SE
UK 0.2 0.2 0.2 0.2 0.2 0.3 0.3 0.3 0.3 : UK
N 0.7 0.5 0.3 0.2 0.2 0.4 0.5 0.4 0.4 : NO

(13 Except Norway (E3.A1995)
Seurce: Commission services

As in previous rounds of the Ageing Report, DG
ECFIN's structural unemployment rate estimates
(NAWRU) are used as a proxy for the structural
unemp loyment rate.

As a general rule, actual unemployment rates are
assumed to converge to NAWRU rates by 2019
corresponding to the assumed closure of the output
gap. On their turn, NAWRU rates are assumed to
gradually converge (by 2040) to the minimum of
country specific Anchors (*") or the weighted
mean across the EU Member States, which is 7.6,
whichever is the lowest. Furthermore, for those
countries were current NAWRU Anchors exceed
unemployment rates for 2060 as projected in the

() Tnder the guidance of the EPC-OGWG and with the
double objectives of improving the medivm-term
framewerk for fiscal surveillance up to THIO (currently
2024), and correcting for the counter-cyclicalty of the
NAWRT, DG ECFIN carried out some econometric work,
leading to the estunation of Anchor values for the
NAWERT

2012 Ageing Report, only half of that increase is
retained (see Table I1.5.2).

Anchor values are country-specific values for the
NAWRU that are calculated assuming that non-
structural variables are set at their average values
over the estimated sample, thereby averaging out
the impact of cyclical fluctuations, while structural
variables are assumed to remain unchanged at their
last observed wvalues (i.e. applying the "no policy
change" principle).

Capping country specific NAWRU values to 74%%
is done in order to avoid extrapolating into the far
future too high unemployment rate values, which
are largely a consequence of the economic and
financial crisis. It should be noted that this cap on
unemployment rates is a crucial assumption for
some countries which curently register high
levels.

Table I1.5.3 presents the base wvalues for the
unemployment rate and the unemployment
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Table IL5.2 Unemployment rate projections
2013 2020 2030 2040 2050 2060

BE 8.5 7.4 i4 74 74 74 BE
BG 13.0 11.9 9.1 7.5 7.5 7.5 BG
cZ 7.0 6.3 6.0 6.0 6.0 6.0 cZ
DK 7.2 5.5 49 4.9 4.9 49 DK
DE 54 4.7 54 54 54 54 DE
EE 8.8 7.8 80 75 75 75 EE
IE 13.3 10.2 82 6.8 6.8 6.8 IE
EL 28.0 221 13.7 1.5 1.5 7.5 EL
ES 26.5 19.5 123 1.5 1.5 75 ES
FR 10.0 96 8.7 1.5 1.5 7.5 FR
HR 17.8 13.5 103 1.5 1.5 75 HR
IT 124 10.6 86 7.5 7.5 75 IT
cY 16.9 16.6 10.1 6.1 6.1 6.1 CY
LV 12.1 124 10.3 7.5 7.5 75 LY
LT 12.0 10.8 96 7.5 7.5 75 LT
LU 5.9 5.1 4.3 4.2 4.2 4.2 LU
Hu 10.3 8.6 786 7.5 7.5 75 HU
MT 6.5 6.6 6.7 6.7 6.7 6.7 MT
NL 6.7 5.9 4.2 39 39 3.9 NL
AT 5.0 42 38 38 38 38 AT
PL 10.5 8.7 85 7.5 7.5 75 PL
PT 17.0 12.6 84 1.5 1.5 7.5 PT|
RO 74 71 70 6.9 6.9 6.9 RO
Sl 10.2 9.1 6.7 6.4 6.4 64 Sl
SK 14.2 12.8 108 1.5 1.5 75 SK
Fl 84 7.3 70 6.9 6.9 6.9 Fi
SE 8.2 6.4 59 59 59 5.9 SE
UK 7.8 6.5 64 6.1 6.1 6.1 UK
NO 3.5 3.3 35 3.6 3.6 3.6 NO

Seurce: Commission Services

benefits-to-GDP ratio that are used in the equation
that projects future UB expenditure.

5.3. PROJECTIONS IN PERCENTAGE OF GDP

Table I1.5.4 presents UB projections for the period
2013-2060. In 27 out of a total of 29 countries, the
UB-to-GDP ratio decreases due to unemployment
rate assumptions. Graph I1.5.1 highlights the
strong cross country correlation between changes
in expenditure on unemployment benefits and
unemployment rate assumptions (see equation 9 in
Annex 7).

In fact, the percentage change in the UB-to-GDP
ratio between the final period (2060) and the base

, [ UB: ) UE,
In —In
GDP; . \GDP;, /

period: can be

approximated by 1% % ¥» /. This means

that reducing the unemployment rate pays a

"double dividend” in terms of reducing the UB-to-
GDP ratio. For similar changes in the
::r-;;b

unemployment rate “ *» /, countries with a
higher unemployment rate in the current year (24)
will record a larger variation in the UB-to-GDP
ratio.
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Table IL5.3 Base values for the unemployment rate (UR) and the
unanployment benefits-to-GDP ratio
Average 2012-2013*
0,
UR 15-64 UB as % of
GDP
BE 8.1 1.8
BG” 11.9 04
cz* 6.9 0.2
DK 7.4 1.5
DE 5.5 0.8
EE" 11.5 0.2
IE 14.1 2.1
EL” 21.7 0.8
ES 25.8 2.2
FR® 9.6 1.5
HR"™ 154 04
IT 11.6 0.9
CY 14.8 0.7
LW 13.8 0.3
LT 12.9 0.2
LU~ 5.1 0.6
HU* 11.0 0.3
MT 6.4 0.3
NL 6.0 1.8
AT 4.7 0.8
PL™ 10.0 0.2
PT 16.7 1.5
RO 7.3 0.1
5l 9.6 0.6
SK* 13.8 0.2
Fl 8.2 1.8
SE* 8.1 04
UK* 8.2 0.3
NO” 3.2 0.4

(13 *2011-2012 for countries not hawing 2013 figures
Seurce: Commizsion services

Craph I1.5.1:

Changes in the UB-to-GDP ratio versus changes in

the UR (2060-2013)

Overall, UB projections from the 2015 AR are
relatively similar to those made in the 2012 AR
(see the last two columns in Table TL.5.4).
Focusing on the differences between 2060 and
2013, expenditure on UB in the EU is expected to
decline by 0.4 pp of GDP, which is close to the
estimate made in the 2012 AR (a decline of 0.3
pp). However, there are significant differences
between the two projections for a mumber of MS.
For example, while in IE, L'V and EE we are now
prajecting a smaller reduction in UB expenditure
compared to the 2012 AR, conversely, in the NL,
EL, FI, and DK a larger reduction in UB
expenditure is assumed between 2013 and 2060,

P ————— rE——
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Table IL5 4 Expenditure projections of unemployment benefits (UB) in %o of GDP (ESA2010) - base pariod 2013-2011, unless stated
otharwise -
Change 2060-2013
2013 2020 2030 2040 2050 2060 AR2015 pm AR2012
BE 1.8 1.7 1.6 16 1.6 1.6 -0.2 -0.0 BE
BG™ 05 04 0.3 0.3 0.3 03 -0.2 -0.1 BG™
cZz” 0.2 0.2 0.2 0.2 0.2 0.2 -0.0 -0.0 czr
DK 14 1.1 0.9 09 0.9 09 -0.5 -0.1 DK
DE 0.8 0.7 0.8 0.8 0.8 0.8 -0.0 -0.1 DE
EE* 0.2 0.1 0.2 0.1 0.1 0.1 -0.0 -0.2 EE*
IE 21 15 1.2 1.0 1.0 1.0 -1.1 =21 IE
EL* 1.2 0.8 0.5 0.2 0.2 0.2 -0.9 -0.3 EL*
ES 22 16 0.3 0.5 0.5 05 -1.7 -1.7 ES
FR* 1.5 15 1.3 1.1 1.1 1.1 -0.4 -0.3 FR*
HR* 0.5 04 0.3 0.2 0.2 0.2 -0.3 : HR"
IT 09 09 0.7 06 0.6 0.6 -0.3 0.0 IT
cY 0.8 0.8 0.5 0.3 0.3 0.3 -06 -0.2 CY|
LV 0.3 0.3 0.2 0.1 0.1 0.1 -0.2 -0.5 LV
LT 0.2 0.2 0.1 0.1 0.1 0.1 -0.1 -0.3 LT
Lu* 0.7 06 0.5 05 0.5 0.5 -0.2 -0.0 LU
HU” 0.3 0.2 0.2 0.2 0.2 0.2 -0.1 -0.2 HU"
MT 0.3 0.3 0.3 0.3 0.3 0.3 0.0 -0.0 MT
NL 2.0 1.8 1.3 1.2 1.2 1.2 -08 -0.2 NL
AT 0.8 0.7 0.6 06 0.6 0.6 -0.2 -0.0 AT
PL" 0.2 0.1 0.1 0.1 0.1 0.1 -0.1 -0.0 PL"
PT 15 1.1 0.7 06 0.6 0.6 -0.9 -0.7 PT|
RO 0.1 0.1 0.1 0.1 0.1 0.1 -0.0 -0.0 RO
sl 0.6 05 04 04 04 04 -0.2 -0.1 sl
SK* 0.2 0.2 0.2 0.1 0.1 0.1 -0.1 -0.1 SK*
Fl 1.9 1.6 1.5 1.5 1.5 15 -04 0.0 Fl
SE” 04 0.3 0.3 0.3 0.3 0.3 -0.1 -0.0 SE”
UK* 0.3 0.2 0.2 0.2 0.2 0.2 -0.1 -0.1 UK”*
NO* 04 04 04 04 04 04 0.0 -0.0 NO*
EA 13 1.1 1.0 0.8 0.9 09 -04 -0.3 EA
EU 1.1 0.9 0.8 0.7 0.7 0.7 -0.4 -0.3 EU
(13 *2011-2012 average has been used in the projections for countries not having UB fioures for 2013
Seurce: Comtnission services
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ANNEX 1

Pension projection questionnaire

Table ILALL:  Pension projections reporting framework: blocks common to all schemes

European Comemission
DG ECFIN Unit C2
Draft reporting framewerk: Persion expenditure and contributions - in billions EUROs, current prices

16] DEabiity- Earnings-related

17| ¥ whichrew pengions

18] Survivors - Earnings-related

19 o whishrew pensons

20] Other pensiors - Earnings-r elated

2| O whickrew pengons

22] Momeaming relsted persions including minimum pensiens and minimum income guarantess (2H425+25)
23 orwhichrew pengons

2] o whichok-age and early persioes

25 o whichdisatility persions

26] o whichother persions

27]Frivae acoupational scheme, gross

25 OF wivich mew pen gons (TGS 18E* 16 THIEEH 165 170D

20 Frivate indvidual scheme gross (341 + 23]

30 OF wirich e pengions (17 1172517 #1741 750178

F| Mrdatory prvate individual scheme

3 orwhichrew pensons

33| Norw armdatony private indf Woud soheme

34 O whickmew pengons

35| Tetal pension espenditure, gross [7+27+23)and (6437334331044

CF whiich
ks amd 54
7] e 8558
23 s G064
39 w6568
an) aged FOL7A
4 aued 7

42 Fublic pension scheme, tax revenues

43 Private ocoupstiondl scheme, tax reverues

44 Frivae indvidud scheme, tax revenues

45[Tatd pension, tax revenues [42+43+44)

46]Fublic pensions scheme, net

A7) OF which rom-saming-related parsions IR RIRIRILIA DERSIORS SRd VWA LR IR0 S GUARaRTESS
48] Frivate ocoupationa scheme, ret

49l Privateindvdusl scheme, net

SOJTet=l pension expenditure net (45-+48+43)

Country:
Scemrio
Pension scheme:
Voluntany]
A. Fixed table
012 0 | = [ zwo | Soso | ZeEo
Bazeyaw Projections in current prices
(50F° (SZEIN arovecfion, it cirent grices - Bilions EUR )
GUF [us=d In projedions, in olrrert phoas)
2 GOF deflator
S| Bcono my-wide average gross wage [ ourrent prices - billions €]
N fuverzge gross wage [curent prices - 1000 €)
S)Consumer priceinflation
0 - AVERAGE GROSS WAGE AT RET|REMENT
E)fer=ge gro=s wege st retrerment [corrent prices 1000 £]
1- PENSION EXPEMDITURES [Gross, in millions €]
F|Fublic pensions scheme, gross [14+ 16+ 15+20+22) and (43+10F 11+ 1Z2+13]
Ofwahich
i aged 54
of aged 5559
10 aged EO-G4
11 aged E569
12) 2ged 7074
13 aged 75+
1] Didage and early pansions - Earnings-relatad
18] o whick rew pengons (45 FOB)or( GOMET  Poit) or ( 5 A NOC)

2 - BEHEFIT RATIO

S1] Public pensions ([ TESyd)

2] Ofwhich oldage eamings-related pereiors (141011
53] Private occupational persions ([27H09)4]

Sl vendatoryprivate indvidud pensions (31111)4)

55 Non- mandatary private individual persions [Z3112)4)
SEfTot=l benedit ratio ([35413)4)

5 - GROSS AVERAGE REFLACEMENT RATES (o reiremert |

Fublic pensions
Ofwhich ol d-age eamings: related pensions ((15M 206 i DE) or (1SMEEVE if Point or ({15157 if NDC)

Frivate ocoupationd pensions (28/165)8

Frivate indidudl pensions (30171)5

lacement rae

4 - NUMBER OF PENSIONS (in 10000

Public pensions (53+04H5-HGHIT+HEE) and (S9+7OHT1H7T2473)

O wahi ch
= aged 54
5 aged 5559
B aged FMES
= aged E560
g aged 7074
L} aged 75+
& Oldage and early pensions - Earnings-related
7O} Disability- Earnings-related
71| Sunvors persions - Eamings- related
72 Other pansions - Earnings-r latad
73] Mon-earning-related pensions including minimum persions and minimum income guarantees (7 4+ F5+76)

182
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Fart I

Llongrtem projections of age-related expenditure and unaemployment bensfits — Annsx 1

Table fcontinued)

az|
23|
54
25|
6|
57

OF which old-age amd early pemsions
CF whick disahility persios
CF whick other persiors
Frivate oooupational pensions
Frivate individusl pensions (7980
Memdatory private individuz!
Mo Fmd Fory o ughe frdinid gl
11 pensions [E2+77+72) and (224234244 B5+36+27)
Of which
aged 54
aged 5580
aged 6064
aged 65 62
aged 7074
aged 75+

9|
an|
a4
92|
03
a4
as|
06|
97|
oz
29|
100
101
102
103
104
103
108
107
108
109
110
111
112
113

114
115
116
117
118
19
120
121
122
123
124
125

5 - HUMEER OF PENSIONERS [in 1000

S| ublic pensions (39+31+5+G5+07 +99)

Of wuhich
aged -54
Ofwhich female
aged 5580
Ofwhich female
aged G064
Ofwhich female
aged 65 £
Ofwhich female
aged 7074
Ofwhich femals
aged 75+
OF witich B 2l
Old-age and early pensions - Eamings- related
Disability - Earnings- related
Survivels persions - Earnings-ralated
Cther pensions - Earmings-related
Mon-eaming related persions including minimum pereions and minimum income quarantees C105+107+103)
Cid-age and eary peasions
Dsability pensions
Cther pansions
Frivate ocoupationa pensions
Frivae individud pensions 111+ 112)
Mard by private individuz)
Mo 2mdatory private indivduzl
|21 pensioners [1 14+ 116+ 1184120+ 1 22+124)
Of wuhich
aged 54
Ofwhich femala
aged 5553
Ofwhich female
aged G064
Ofwhich female
aged 65 62
Ofwhich female
aged 70-74
Ofwhich female
aged 75+
Dfwhich female

127
128
129
130
131
132
133
134

- CONTRIBUTIONS (employestemployver in millions €]
126Public pensions (127+128+123)

Employer
Employes
State

Privae occupationd pensions

Frivae individud pensions (132+133)
Mandabry private individuz)
M- 2ndatory private indivduzl

[T otal pension cortributions [126+130+131)

136
137
138
139

[f- NUMEBER OF CONTRIBUTORS [ermployess in 1000)

135Public pensions

Frivate ocoupationa pensions
Frivae individua pensions [135+133)
NMandatory private individuz!

M-t @ atory o vate fndividuzl

| pensions [(1235+136+137]

(13 The green lines are provided on a voluntary base
Seurce: Commission services, EPC
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European Commision
The 2015 Ageing Report: Economic and budgetary projections for the EL2E Memlber States [2073-2060)

Table ILAL2: Pension projectionreporting framework: decomposition of new public penson expenditure - earnings related for points

schemes
Foirtzcremes - oF T P D] T T NI )
_Fo THL
TAT|Nurmber o rew pensiore (in 1000]
142}8 verage number of insured prints
143faverage acenal mte
1a4fpcirt value
148]s ustairabiltyadpstmert Factors
196}0 verage number of morits paidthe first year
Foirt = chernes - OE FIE I T I T L |

[N

1A [Humber of new pensions (01000
14z}uverage pensicn

143]pcirt valoe

1948 verage pensicn points aseumulated at retiremert (142/143)
14605 ustairabil tyadpst ment factors

1454 uerage number of marths paidthe first yesr

Poirt schemes - HR 2013 Zozo] ] | Z0a0] Z050] Z0g0|

[ToTaL

TaT|Humber of rew pereiare [0 1000]

142[Total persion points =t retirerment

143] Average pension points accumulated per yvear
144 Actual and wirual oo rtritutany periad

145[P cint value (V]

1465 ustairabiltwadust rmert factors

1470 verage number of montbs paidthe first year

Point schernes - RO 2013 2020 2020 2040 2050) 2060

TTAT

Ta1|HumDer of rew pereiore (10 1000]

142} uerage anrisl pensicn

143fpcirt valoe

1440 verage pensicn points at retiremet (142143
1aa]cortibutory period

1480 verage mumber of points 2 corued per year (14411 45)
147]5ustairabiltyiadpstmert Factors

1920 verage number of morits paidthe first year
1a]correction index

Poirt schemes - 5K 2013 2020 2030 2040 2050) 2060

OTET

Ta1|Humber of rew pereiare [in1000]

1a2|Total persion poirts at refirerert

143} verage pensicn poirts aceumulated per year or average contributory period
144laverage acenal rmte [=u/K)

1a8] Paint alue A

146] Point cost (K)

1475 ustairmbil twadpst ment factors

1488 verage number of morthe paidthe first year

(13 Data to be provided also by gender.
Seurce: Commission services, EPC

Table ILALS:  Pension praojecton reporting framework: decomposition of new public pension expenditure - earningsrdated for DB schanes
Defined Berefit schernes [BE BG C2 0K EE ELESFRIE LT LUHU MT NL AT PT S1F UK] 2-013 ZUZUI ZU3UI ZUEIUI 2050' ZUSUI

153 Hurnber of new pensions (in1000]
verage contibutory period [in years)
verage aconal rte

(1) Data to be provided alzo by gender.
Sourca: Cominission services, EPC

Table ILAl4: Pension projection reporting framework: decomposition of new public pension expenditure - earningsrdated for NDC
schemes

motional defined cortribution [IT LW PL ﬁ [N] 2-013 2020' 2030' 2040' 2050' 2080'
OTAL
157|Nurber of rew panzions (in1000]
153} verage contributory pericd [in years)
1590 verage aconal rte (=c/0]
160} Motional-accounts contribuion @te ()
61| Aanuity mstar (a)
162[M orthly average persionable eaming
1635 ustaimabilitwadustment factors
A6afaverage number of morths of persion paid the first yeat

(13 Data to be provided also by gender.
Seurce: Commission services, EPC
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Llongrtem projections of age-related expenditure and unaemployment bensfits — Annsx 1

Table ILALS:  Pension projections rep orting framework: decomposition of new private pension expenditure

JPrivate occupational scheme 2013 2020 2030 2040 2030) 2060
OTaL
TEG[Humber of rew pereiare [0 1000]
160 verage contrbutory peri od [in years)
1618 verage acenial rate
162|Manthly average pensionable eaming
1625 ustairabiltywadst mert factors
1648 verage rmber of morths paidthe first year
Frvste NG WoLs! soheme IS Zozoleuso] oAl zosofued)
[TOTET
1GB5HUmber of new pensions (in1000]
1668 verage contributory period (i years]
167foverage aconsal mte
168Morthly average persionable eaming
1695 ustairabilitywadjust ment factors
A70fs verage rurnber of morthe paidthe firct year

(13 Thiz block is to be provided on a voluntary basis.
Seurce: Commission services, EPC

6628/15 ADD 2 MCS/ah 42
DGG 1A EN

www.parlament.gv.at


http://www.parlament.gv.at/pls/portal/le.link?gp=XXV&ityp=EU&inr=64443&code1=RAT&code2=&gruppen=Link:6628/15;Nr:6628;Year:15&comp=6628%7C2015%7C

ANNEX 2

Coverage of pension projections and additional information

The core of the projection exercise is the
government expenditure on pensions for both the
private and public sectors. Pension expenditure
should cover pensions and equivalent cash benefits
granted for a long period (over one year) for old-
age, early retirement, disability, survivors (widows
and orphans) and other specific purposes which
should be considered as equivalents or substitutes
for above-mentioned types of pensions, ie.
pensions due to reduced capacity to work or due to
labour market reasons. In particular, social
assistance should be included if it is equivalent to
minimum pension (as for non-earning-related
minimum pension). (")

Overall, Member States were asked to provide data
for the following categories (see Table I1.A2.1)

Table IL A2 1:  Coverage of the pension projections

Data to be provided ona dat
Pension expenditures (Gross and net)
Benefit ratios

Gross average replacement rates (at retirement)

MNumber of pensions

Mumber of pensioners

Contributions

Mumber of contributors to pension schemes (employees)

Decomposition of new public pension exp enditures (earnings-related)
Additional data to be provided on a mandatory hasis (voluniary or
ahsent in the previous 2012 Ageing Reporis)

Decomposition of new pension expenditure projected also by gender;
Benefit ratio (in public schemes and earnings-related old-age pensions),
Coniributions to public pension schemes divided into employer,
employee and State;

Awverage wage at retirement

Jbasis

Saurca: Comirission services, EPC.

Moreover, in order to tackle system specificities,
the structure of the module of new pension
expenditure has been made country specific in the
case of pension point systems (CY, DE, HR, RO,
SK and partially FR).

In addition Member States can cover on a
voluntary basis the figures on taxes on pensions
and the figures on net pension expenditure.

Data on occupational schemes and private
individual schemes (mandatory and non-
mandatory) including those on replacement rates

() Further information cn the coverage and definition of
variables are available in Eurcpean Comrission (DG
ECFIN) and Economic Policy Comrmittee (Ageing
Working Group) (2014), The 2015 Ageing Report:
Undderlying Assumptions and Projection Methodologies
European Ecconomy, no. 3.

(at retirement), benefit ratio and net pension
expenditures have been provided on a voluntary
basis. Countries that provide figures for taxes on
private occupational and private individual
pensions, also to be taken into account in the
sustainability assessment, agreed to provide the
data above on a mandatory basis as well as a
decomposition of new pension expenditures for
private occupational and private individual
pensions.

The block on "Assets of pension funds and
reserves" is not projected any longer.

A complete list of items covered by the 2015
pension projection exercise, including the blocks
for new pension decomposition, is presented in
Annex 1.

The part of the reporting sheet that is common to
all pension schemes consists of 140 variables to be
projected; 56 are to be provided on a voluntary
basis and 5 are input data provided by the
Comumission.

In general, all of the amendments reflect the need
to better understand recent developments and the
expected changes over the projection period as
regards the main features of the pension systems in
the Member States.

Two additional tables are provided below: one
related to social contributions to the public pension
system as a share of the gross wage bill (see Table
TL.A2.2);, one related to the average, standard
deviation and coefficient of variation of gross
public pension expenditure over the period 2013 —
2060 (see Table I.A2.3). An additional graph is
also included below (see Graph ILA2.1) that
shows the impact of the migration scenario on the
change of public pension expenditures (as
compared to the baseline) over the period 2013-
2037. In countries expected to experience net
migration outflows in the baseline scenario, over
the first half of the projection period, the projected
change in public pension expenditure is reduced in
this migration scenario compared to the baseline.
However, this negative effect is reverted over the
2060 horizon under the convergence assumption.
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Long-tem projectiors of agse-related expenditure and unemployment benefits

Table ILA2.2:  Social contributions to the public pension sy stem in Table [1.A2 3. {3ross public pension expenditure average,
2013 and in 2060 (% of gross wage billy standard deviation and codficient of variation over
Change the period 2013-2060 (% of GDP) _
Country 2013 2080 2013-2060 standard coefficient

BE : : : average deviation variation
BG 16.4 163 0.0 G g; S; Q;g”

. o
C7 213 219 08 oy 94 0o 20,
Dk 03 02 0.1 AT 144 09 4
DE 226 283 5.8 = 105 03 3%
EE 14.8 123 =24 BT 145 05 4%
IE 12.3 161 a7 cF 97 03 4%
EL 278 327 4.9 ES 17 04 40
ES 291 302 11 T 153 06 4%
FR 24.7 241 08 EL 14 6 06 4%
HR 115 115 0.0 Uk, 8.0 04 5%
IT 3549 376 1.7 o] 1.3 0s 5%
Y 16.9 248 3.0 ML 748 04 6%
LY 6.6 14.7 =20 EE 7.0 04 5%
LT 17.8 161 =17 SE 78 04 6%
L 357 356 0.1 Fl 13.7 08 6%
HL 254 251 03 BG 8.7 08 6%
MT 218 18.8 30 AR S 0 Uth
NL 15.2 179 2.7 BE 14.4 11 8%
AT 18.2 152 0.0 DE . 03 8%
PL 171 197 26 HU 101 ue 8%
PT 252 244 0.8 ;Lé 181 '29 ;g E:f

i o
RO 128 154 28 oK 05 0o au,
b= 16.9 176 0.7 MT 104 10 10%
Sk 16.4 173 1.0 IE g1 0s 10%
Fl 266 266 0.0 Ly 55 0E 1%
SE 14.3 14.5 0.2 LT a7 0g 1%
UK : : : sl 135 18 13%
NO 19.7 24.0 4.3 HR a6 14 16%
EU 23.0 24.7 1.7 EU 15 0.2 29,
EA 24.7 26.9 2.2 E& 127 0.3 29,

(13 BE: no separate public pension contributions
IE: contributions reported are also uged to finance other social benefite
in addition to pensions.
UK. datanot provided.

Sourca: Cominission services, EPC

Seaetrce: Commission services, EPC

Craph T 42 1-

Impact of lower migration on gross public pension

expenditur e change {deviation from basdine
change, pp of GDP)

o1
o1
a1
a1
oo

an
an
an
-01

OChange 2013-2060

M e o e e = —
FEE -t e gl = b Al s

° n_nunuﬂ_ﬂqﬂwﬂu[hm[”hm”-l[h[hm”]m

O Change 2013-2037

1

il

==

Saerce: Commission services, FPC
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ANNEX 3

Detailed overview of indexation rules

Table IL A3 1: Legalindexationrulein EU Membear States
Public pensions
Mlmmur:"[;zl:lg iSocl Old-age pensions Early retirement pensions Disahility pensions Survivors' pensions
BE CPl+ 54 CPIl + LSA CPl +L5A CPl+L5#4 CPl+ L5A
BG A0% CPI + 50% NI £09% CPI+ 0% NI 50% CP1+ 50% M 50% CPI + 50% NI 50% CPI +50% NI
cZ il CPl + min 1/3RI CPI + min 1/3 Rl CPl + min 1/3RI CPl+ min 13RI
DK il NI Tl I I
DE FU% CPY + 30% 1 & NI+ sust Ml + sust NI + sust NI+ sust
reEarm
EE 80% 5T + 20% CPI 80% 5T + 20% CPI 80% 5T + 20% CPI 80% 5T + 20% CPI 80% 5T + 20% CPI
Before 20146:%D; Befare 2015 YD Before 2015: YO Before 2015: YD, Befare 2014:¥D;
EL as of 2015 Minimum of 17 as of 2015 Minirum of 1) asof 2015 Minimum of 13 as of 2015: Minimurn of 1) as of 2005 Minimum of 1)
50% CPl+50% GDP or 2 50% CPl+ 50% GDP or2) 50% CPI+50% GDPor2)  50% CPI+50% GDP or 2y 50% CPI + 50% GOP or 2)
100% CPI 100% CPI 100% CRI 100% CPI 100% CPI
ES IFR IPR IPR IFR IPR
FR CPI CPI CPI CPI CPI
Highest of: Highest of: Highest of: Highest of: Highest of:
H 70% NI+ 30% CPI 70% NI+ 30% CPI 70% Rl + 30% CPI 70% M+ 30% CPI F0% NI+ 30% CPI
£0% CPI + 50% NI £0% CPI+ &50% nI 50% CPI1+ 50% M 50% CPI + 50% NI 50% CPI + 50% NI
30% CPI+ 70% NI 30% CPIl+ 70% NI 30% CPI1+ 70% M 30% CPI + 70% NI 30% CPI + 70% NI
IE MR MR MR MR MR
I eIR] i ST Lo CPI- size CPI - size CPI - size CPI - size
nominal terms
cy NI Basic: Ml Suppl: CPI Basic: MI; Suppl: CPI Basic: NI, Suppl. CPI Basic: M; Suppl.: CPI
Ly CPIl + 25% RI CPI +25% RI CPl+ 25% RI CPl+25% RI CPl+258% Rl
LT MR MR MR MR MR
CPIifCPI>2.5% &Rlre- CPIFCPI>2.5% &Rlre  CPIIFCPI»>25% &RIre-  CPIif CPI>2.5% &Rlre-  CPIfCPI>2.5% &Rl re-
LU
exarmiZ) exarm(2) examiz) exami2) examiZ)
HU - rnin 100% CPI trir 100% CPI rrin 100% CPI mmin 100% CPI
COLA + M (born befare COLA + NI (born hefare
MT CoLA 19623, 70% N+ 30% CPI COLA 1962); 70% NI+ 30% CPI
(horn after 1962) (horn after 1962)
ML il I - ] I\
AT CPI CPI CPI CPI CPI
PL CPIl +20% RI CPI +20% RI CPI+ 20% RI CPI+20% RI CPl+20% Rl
. CPl + GDP partially (sze CPI + GDP partially (sze CPI + GDP partially (size CPI+ GDP partially (size
T (P ¢ G0 perilely (B21F) and EDP) e ard EDP) V! and EDP) e and EDF‘) "t
20 Upto 2030: CPI + 50% RI;  Upto 2030: CPI+ 50% Rl Upto 2030 CPI+ 50% BRI, Upto 2030: CPl + 0% BRI, Upto 2030: CPI + 50% R
as of 2030: CPI as of 2030: CPI as of 2030 CPI as of 2030: CPI as of 2030: CPI
5l In line with pensions 0% CPIl+ B0% NI 40% CPI+ 60% M 40% CPI + 60% NI 40% CPI + B0% NI
SK CPI 50% CPI+ 50% Ml A0% CP1+ 50% M 50% CPI + 50% NI A0% CPI +50% NI
Fl CPI 80% CPI+ 20%NMI + sust  B0% CPI+ 20%NI +sust 80% CPI + 20%NI + sust  80% CPIl+ 20%Ml + sust
SE CPI NI+ sust Ml + sust M+ CPI M+ CPI
UK il ] - - Il
il M| (- 0.75pp as of 2011) M (- 0.75 pp as of 2011) M- 0.75 pp as of 2011) Ml (- 0.75 oo as of 2011) M| (- 0.75 pp as of 2011)
(13HR Mo nile exists
RI Real income growth
NI Momina income growth
5T Social tax growth
GDP GDP growth
CPI CPlinflation
IPR. Index for pension revaluation. The IPR must lie between 0.25 and the vear-on-year percentage change in antiual CPIon Decermber of

wvear tplus 0.5%%

LE
LA
COLA
size
sust

re-exarm( )
min
D
pub

Adjustment to life expectancy

Living standard adjustment
Adjustnent to cost ofliving
Adjusted by apension size

Additional adjustment due to other mechanisme such as a sustainability factor,
baancing mechanistn, life expectancy, value of a pension point,

maintenance of relativity between means-tested and contributory pension, etc.
Re-ezamination of pension value every X vears

At least
Yearly decree
Public sector

Seurce: Commission services, EPC

188

6628/15 ADD 2

DGG 1A

www.parlament.gv.at

MCS/ah

45
EN


http://www.parlament.gv.at/pls/portal/le.link?gp=XXV&ityp=EU&inr=64443&code1=RAT&code2=&gruppen=Link:6628/15;Nr:6628;Year:15&comp=6628%7C2015%7C
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Long-tem projectiors of agse-related expenditure and unemployment benefits

Table ILA3.2:  Indexation rulesapplied in the projections exarcise (when different from the legal rule)

Public pensions

Minimum pension | social

Old-age pensions Early retirement pensions

Disability pensions

Survivors' pensions

allowance
Cz Kl CPI+ 18RI CPI+1/3RI CPI+1/3RI CPI+1/3RI
DK Ml
ES Ml IPR PR IPR IPR
Before 2019: YD, Before 2012 YD, Before 2015 YD, Before 2015: YD, Before 2012 YD,
EL as of 2015 Minmum of 1) asof 2015 Minimumof 1) as of 2015 Minimumof 1) as of 2019 Minimum of 1) asof 2015 Minimum of 1)
50% CPI+80% GDP or2)  50% CPI+50% GDPor2)  50% CPI+50% GDP or2)  50% CPI+50% GDP or 2)  50% CP1+50% GOP or 2)
100% CPI 100% CPI 100% CPI 100% CPI 100% CPI
IE Ml (from 2017) Ml (from 2017) Ml (from 2017) Ml (from 2017) Ml (from 2017)
IT GOP percapita as of 2019
cY il
LT il I NI HI Ml
CPl+Wages (50% to 100% CP1+Wages (50% to 100% CPI + Wages (0% to 100% CPI + Wages (50% to 100%
LU Ml depending on financial depending on financial depending on financial depending on financial
situation) situation) situation) situation)
HU il
MT Kl
AT NI
RO Kl
SK il
Fl 50 % CP1+ 50 % to NI
SE Wl asof 2019 I NI HI il
(1NER Mo tule exists
RI Real income growth
NI Motrdnal incotne growth
5T Social tax growth
GDP GDP growth
CPI CPlinflation
LE Adjustment to life expectancy
LA Living standard adjustment
COLA Adjustment to cost ofliving
size Adjusted by apension size
sust Additional adjustment due to other mechanisme such as a sustainability factor,
baancing mechanistn, life expectancy, value of a pension point,
maintenance of relativity between means-tested and contributory pension, etc
re-exam(X) Re-examination of pension value every X years
min At least
D Yearly decree
pub Public sector
Seurce: Commission services, EPC.
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ANNEX 4

Input data used to project long-term care expenditure

The most important data required to successfully
run this projection exercise i the field of LTC
include:

¢ public expenditure on LTC;

e per user (also called beneficiary or recipient)
public expenditure on LTC by gender and
single age or five-year age cohorts (so-called
"age-related expenditure profiles");

* (disaggregation of total public spending on LTC
into spending on services in kind and spending
on cash benefits for LTC, by gender and single
age or five-year age cohorts;

o (isaggregation of total public spending on
services in kind into spending on services
provided in the institutions and services
provided at home, by gender and single age or
five-year age cohorts;

e number of beneficiaries of LTC services
provided a) at home and b) in institutions, and
recipients of cash benefits for LTC, by gender
and single age or five-year age cohorts;

e information on the possible overlapping
between the recipients of cash benefits related
to LTC and the recipients of LTC services
(legal possibility and numbers);

* EU-SILC dependency rates by gender and five-
year age cohorts (as a measure of demand for
LTC),

e Policy reforms in the LTC area.

The EU Member States and Norway were invited
to complete the data questionnaire. Outstanding
issues were discussed with the Commission on a
bilateral basis. Table I1.A4.2 below presents an
overview of the available data. It first shows the
expenditure data sources for in-kind long-term care
and cash benefits, as well as whether member
states supplied quantified estimates of the effects
of legislated reforms. It then shows whether cost-
profiles by age of recipient were available, or
whether, in their absence the profile of expenditure
by age has been assumed to be in-line with other
EU15 or NMS Member States. The table shows
that where possible a disaggregation of profiles

according to institutional, home care and cash
benefits was made, which became possible with
better data availability. Next, it describes the
availability of expenditure and recipient data for
home care, institutional care and cash benefits.
Finally, the availability of cost-profiles in the
Ageing Report 2015 is reported.

It is usetul to recall that the AWG has decided to
define viable solutions for important data
limitations  regarding reporting of LTC
expenditure. This concerns both in-kind and cash
benefit expenditure. Many countries using SHA
accounting do not report expenditure on social
gervices of LTC, which may lead to underreporting
of expenditure. Second, cash benefits for LTC are
not accurately reported in the SHA database. The
AWG agreed thus, to preserve the accounting
methodology from the 2012 Ageing Report, which
combines SHA and ESSPROS databases, while
effectively eliminating on a bilateral basis any
issues of double-counting of expenditure, which
may arise in this case (Table IL.A4.1)

As aresult of this accounting exercise, the reparted
levels of spending may deviate from those reported
by international data, such as EUROSTAT or
OECD. The resulting spending levels are depicted
by the source of expenditure in Table IL.A4.3.

27 countries based their questionnaires on SHA
data, while 2 countries used ESSPROS (UK, IE).
22 country-specific age-cost profiles were agreed
uvpon for usage. This is a considerable increase
compared to 2012, where also BG, CZ, EE, FR
and PT did not report age-cost profiles. In addition,
10 countries provided information regarding the
budgetary effects of policy reforms on public long-
term care spending.

Ag Table I1.A4.2 shows, only a few countries have
provided the full data necessary to run the
prajection exercise. Missing data has been
replaced in a number of ways. In particular:

L when the number of users of institutional
and home care and the number of cash
beneficiaries were not available by age and sex
group but only in total, they have been computed
by age and sex on the basis of the share of
dependents (EU-SILC dependency rates) by
respective age and sex group;
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Table 1L A4.1:

Combinations of data sources for estimating long-term care expenditure

Preferred solution: SHA, when data is available (CZ, DE, DK, EE, ES, FR, CY, LV, LT, LU, MT,PL,

RO, SI, SK, FI, SE)

HCR.6 divided
according to the
split m benefits
m knd m
ESSPROS data

HCR.6 divided
according to the
split m benefits
m knd m
ESSPROS data

HC LIC- LTC - "social” LIC- LTC - home LTC - cash
"medical" component mstitutional care benefits
compoenent care
SHA: HC.1-HC2 +| SHA:HC3 SHA:HCRo6 | SHA: HC5.1 + | SHA: ESSPROS:  cash
HC4-HC9+HCR1 HC3.2 +| HC33 + | benefits from

disability and old-
age functions (see
Table 15)

EL, HR, HU, NO)

Alternative 1: When data on HC.R.6

- "social" componentof LTC is not available in SHA (AT, BE, BG,

benefits in kind m the
family function + exp.
on rehabilitation m
social exclusion
function

age functions (see Table 14 and
Table 15)

LTC - "soqal"
component
ESSPROS:
benefits m kind
from sickness,
disability and
old-age
functions (see
Table 14)
Alternative 2: When SHA lacks data on institutional/home care, i.e. on sub-categories of HC.3 (for NL
and PT)
LIC- LTC — home
mstitutional care
care
SHA health | SHA health
providers providers
classification: classification:
HP.1, HP2 and | HP.3.6 and
HP .3, except for | HP.7.2.
HP 3.6
Alternative 3: When SHA data is not available (IE, UK)
HC LTC - "medical” component AND LTIC- LTC - home
"social” component mstitutional care
care
ESSPROS: benefits m | Estimated on the basis of | Estmated on| Estmated on
kind (m-patient + out- | ESSPROS data: the basis of | the basis of
patient) and cash | benefits m kind from sickmess, | ESSPROS data | ESSPROS data
bemefits I sickmess | disability and old-age functions + | (see Table 19) | (see Table 19)
funcion +  other | cash benefits m disability and old-

Seunrce: European Comtrissiorn, EPC

2. when a country provided the total number
of users of home care by age and sex but only the
total number of users of institutional care, the
allocation of institutional care users to each age
and sex group was done on the basis of the
distribution of home care users;

3. missing LTC age-gender specific cost
profiles have been replaced by the simple average

of individual countries’ LTC age-gender specific
expenditure profiles expressed as %6 of GDP per
capita and as calculated for either EU15 or NMS
aggregates; the averages have been calculated

using all available data;
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Table 1L A4.3:

benefits fr om ESSPROS asa % of GDP, mostrecant SHA data

Public expenditure on LTC on the basis of the SHA joint questionnaire with proxy for HC.R.6 from ESSPROS and cash

ESSPROS cash benefits related to LTC as a % of GDP
SHA joint questionnaire categories Old age | Total cash
Disability function function benefits
— related to | Public
HC.RS, 53::; ch‘:i:::':?c I:::T:o:iT LTC as a % | expenditur
including ex';:enditur Periodic integration Lump sum integration Periodic | ©fGDP= | eonlLTC
HC.2 proxies | " 1o care of care Proxyfor | asa % of
from 5 ) 2 allowance handicapp allowance handicapp allowance LTC GDP, with
ESSPROS expenditur cash
iy il &d ed ein HE.R7| benefits
BE 20 0.1 20 0.0 0o 0.0 0.0 0.0 0.0 20
BG oo 0.3 0.3 01 0o 0.0 01 0.0 0.1 0.4
cZ 03 0.0 0.3 01 0o 0.0 0.0 04 0.5 08
DK 24 0.0 24 0.0 0.1 0.0 0.0 0.0 0.1 25
DE 10 0.0 1.0 0.0 04 0.0 0.0 0.0 04 1.4
EE 02 0.0 02 0.3 0o 0.0 0.0 0.0 0.3 05
IE : 0.7 0.7 0.0 0o 0.0 0.0 0.0 0.0 0.7
EL oo 0.0 0o 0.0 04 0.0 0.0 0.0 04 0.4
ES 0B 0.1 0.7 01 0.1 0.0 0.0 0.2 0.4 1.1
FR] 12 0.5 1.8 0.0 0.2 0.0 0.0 0.0 0.2 2.0
HR| oo 0.3 04 0.0 0o 0.0 0.0 0.0 0.0 0.4
IT 03 0.2 1.0 0.8 oo 0.0 0.0 0.0 0.8 1.8
CcY 02 0.0 0.1 0.2 oo 0.0 0.0 0.0 0.2 0.3
Lv 02 0.3 05 01 0o 0.0 0.0 0.0 0.1 06
LT 05 0.4 09 01 oo 0.0 0.0 04 0.5 14
Ly 13 0.1 14 0.0 0.1 0.0 0.0 0.0 0.1 1.5
HU 02 0.5 0.7 0.0 oo 0.0 0.0 0.0 0.0 0.7
MT 03 0.0 08 0.0 oo 0.0 0.0 0.0 0.2 1.0
ML| 29 1.2 4.1 0.0 oo 0.0 0.0 0.0 0.0 4.1
AT 05 0.9 14 0.0 oo 0.0 0.0 0.0 0.0 14
PL| o4 0.0 04 01 oo 0.0 0.0 0.2 0.3 0.7
PT| 02 0.3 05 0.0 0.0 0.0 0.0 0.0 0.0 0.5
RO o7 0.0 07 0.0 0.0 0.0 0.0 0.0 0.0 0.7
51 o9 0.1 1.0 01 04 0.0 0.0 0.1 0.5 1.5
SK on 0.2 0.2 0.0 0.0 0.0 0.0 0.0 0.0 0.2
Fl o6 1.5 21 0.3 0.1 0.0 0.0 0.0 0.3 2.4
SE o7 3.0 37 01 oo 0.0 0.0 0.0 0.1 3.8
UK ! 1.1 1.1 01 0.0 0.0 0.0 0.0 0.1 1.2
NO 31 0.9 39 01 16 0.0 0.0 0.0 1.7 5.7
Seurce: European Commission, EPC
4, missing LTC age-gender specific number  also used when a country: 1) provided aggregate

of recipients of either home, institutional care or
cash benefits have been replaced by corresponding
simple average of individual countries' LTC age-
gender specific number of recipients expressed as
%6 of disabled for either EULS or NMS aggregates;
the averages have been calculated using all
available data;

5. spending in home and institutional care
has been proxied by the average share of those two
items in total LTC spending.

expenditure but 2) no information on recipients of
institutional and home care, 3) no information on
age-gender expenditure profile per user and 4)
only age-gender specific expenditure per capita
(total public expenditure on long-term care for
each age-gender cohort divided by the number of
population in a given age-gender cohort). Using
per capita rather than per user creates a pattern of
age-gender profiles which is not coherent with the
pattern of age-gender profiles of the countries
providing data per user. Indeed, the per capita
profiles show a strongly increasing (exponential)

The average LTC age-gender specific expenditure  shape. The methodology for rmunning these
profile (as calculated in point 3 just above) was
193
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1594

projections required expenditure per user (also
called beneficiary or recipient).

Moreover, the age-gender expenditure profiles
were adjusted to the total public expenditure
provided according to SHA/ESSPROS i.e upward
or downward adjustment without modifying the
age specific distribution. This is the same
procedure as that followed in the case of health
care projections.

Graphs I1.A4.1 and II.A4.2 display the age-related
expenditure profiles (as % of GDP per beneficiary)
which have been used in the projection of long-
term care expenditure, also in comparison to the
2012 Ageing Report.

Graph [1.44.1: Expenditure profiles of long-term care services by
age and gender in the EULS, spending per recipient
as % of GDP per capita and comparing 2015 and
2012 Ageing Reports

e k.,
D-"D"“D ", f § :
" g -4

g

v » 2
EOPTPIPLLI PP A

EULS-M-2012 ool ELLS-F- X012 EULS-M- 215 s EUL5-F- 2005

Seurce: Furopean Commission, EPC

Motes F= Females, M=Males;

EU15: Belgium, Denmarls, Germany, Ireland, Greece, Spain, France,
Italy, Luxembourg, Metherlands, Austria Portugal, Finland, Sweden,
United Kingdom

The 2015 "age-related expenditure profiles” show
that expenditure (spending per user as % of GDP
per capita) is rather flat for LTC recipients, which
signals that the LTC costs related to severe
disability are relatively independent of age.

Craph 11 &4 2: Expenditure profiles of long-term care recipients in
the New Membear States, spending per recipient as
%o of GDP par capita and comparing 2015 and 2012
Ageing Reports

'.'D'"'D""D"'ﬂn-ﬂ... "y

QLD IPLPPPLPLLIIEL:

X ERE AT

MNWE-M- 2012 o NWE-F- 2012 HWE - M-2005  =e=NME-F- 2015

Soeree: European Commission, EPC.

Motes: F= Fernal es;, M=Males,

MME = Mew Member States: Bulgaria Czech Fepublic, Estonia
Croatia, Cyprus, Latwia, Lithuania Hungary, Malta, Poland, Romania,
Slowenia and Slovalda.

Partially due to lower initial spending levels on
LTC in the current report, age cost profiles in the
EULS are below those estimated in the 2012
Ageing Report. Profiles have also changed in the
remaining countries, although here also driven by
availability of profiles for more countries than in
the previous report. Country specific profiles are
shown in graphs II.A4.3, which illustrates the
variation mostly in spending levels per age
category between countries.

Dependency rates

As defined in EU-SILC, dependency does increase
by age (and, on average, is more prevalent among
women than among men). Table I1.A4.5 shows the
dependency rates per age group, for each Member
States and Norway.
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Table IL A4 4:  Coverage rates in the base case scenario

Coverage Home Co.ver‘_age Coverage Cash
Institutional
care benefits
Care

2013 | 2060 | 2013 | zoe0 | 2013 | 2080
BE | 4%  93% | 17%  23% | 0% 0%
BG | 38%  39% | 5% 7% 0% 0%
cz | 11w 18w | 419 44% | 39%  57%
DK | 2a%  33% | 0% 17w | 29%  42%
DE | 5% &% | 0% 1e% | 19%  25%
EE | 8% 9% | 13%  23% | 13%  18%
E | 30% 41% | 13w 2% | 0% 0%
EL 1% 2% 1% 1% | 33%  42%
ES | 28% s3% | 13%  19% | 20%  33%
FRO| 19%  23% | 18% 8% | 7% 5%
HR | 8% &% B%  B% | 39%  39%
T | 17% % | 6% 8% | 40%  50%
oY | 5w T 5%  B% | 12%  15%
Lv B%  B% % 1% B% B%
LT | 27%  45% | 24w 27% | 4%  59%
LU | 28%  33% | 14w 23% | 6% 7%
HU | 8% 11% | 129 17% | 0% 0%
MT | 54%  73% | 8% 12 | 2% 12%
NL | 442 sE% | 21w 4e% | 0% 0%
AT | 21% 2% | 0w 14% | se B1%
FL 5% % 3% 5% | B2% 5%
PT | 2w 2w 2% 2% | aom 1%
RO | 13w 18w | 12w 15% | a0 36w

Sl 17% 23% 9% 15% 20% 35%
SK 12% 17% 9% 11% 33% 33%
Fl 37% 50% 12% 18% T2% 81%

SE 33% 41% 14% 19% 36% 42%
UK 18% 1% 4% 5% 8% 37
N 51% 2% 14% 22% 36% 45%
Eu28 | 15% 28% 11% 15% 25% 32%
ELME | Z20% 7% 1% 15% 23% 0%
M S 10% 14% 12% 16% 38% 45%

Seurce: European Commizssion, EPC

The age-specific dependency rates vary markedly
across EU Member states (and Norway). In some
countries they are three times higher than in others.
Given the limited comparability of the data
concerning  self-perceived  disability, the
dependency rates in Table I1LA4.5 cannot fully
represent the real country-specific health status. As
already mentioned, they may diverge noticeably
from other national statistics.

Coverage rates

Bearing this in mind, the calculated coverage rates,
for both types of formal LTC services are
presented for each country in Table T. A4.4 and in
Graph ILA4.4. They result from the comparison
between the number of "dependents”, such as

defined by EU-SILC, and the number of recipients
of LTC services as provided by the Member States
(or, when missing, as measured by the
correspondent EU13 or EU15 average). Of course,
the approximation which results from using EU-
SILC survey has consequences for the construction
of coverage rates as well, which may be
considerably under- or overestimated.

In nearly all countries, overall coverage rates are
prajected to increase between 2013 and 2060, even
in the "base case scenario”. This reflects the fact
that the ageing of the population shifts the
composition of the dependent population towards
higher ages, where coverage rates are higher.
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Graph [1.44 3 Country-specific long-term care expenditure profiles by type of care, age and gender, as % of GDP per capita.
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Seurce: European Cominission, EPC

Notes

EUL5: Belgium, Denmarls, Germary, reland, Greece, Spain, France, Italy, Luxembourg, Metherlands, Austria Porfugal, Finland, Swedety, United
Kingdom.

MMS = MNew Member States: Bulgaria Czech Republic, Estonia, Croatia Cyprus, Latvia Lithuania, Hungary, Malta Poland, Romania, Slovendia and
Slovakia
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Graph [1.44.4: Age specific long-term care coverage rates (in-kind and cash benefits) by age groupsin % of disabled

LTC coverage by age groups in % of disabled - EU15 [+NO)

- K
;s {

=s

LR 0 T AW IR Iy ILF AN 404 SA0E M 1AW 0 A4S TOTE TATE M AW Ll

" _LTC coverage by age groups in % of disabled -NMS

%%

1% 1

=%

—— B
—— =0
- R

P—

oS 15 LW TN I AN IQM JAN 404 A0S M AN oL ELE TQTE TATE B0 LN

Seunrce: European Comtrission, EPC
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Table [ A4 5: Dependency rates, based on EU-SILC
1519 | 20-24 | 25-29 | 30-34 | 35-39 | 4044 | 4549 | 50.54 [ 55.59 | 60-64 | 65-69 [ 70.74 | 75-79 [ 50-84 | g5+

BE | 74 48 22 28 43 61 69 BB 8T 47 103 129 190 210 06| O
86 | 04 | 05 | 14 | 12 | 15 | 14 | 13 | 18 | 39 | 58 | 74 | 85 | 130 | 168 | 253 | BG
cz | %0 A5 18 20 21 22 36 Bl 74 7B 74 109 w1 =7 Ms | cz

25 | 35 | 32 | 73 | B0 | 92 | 99 | 82 | 111 | 100 | 85 | 89 | 104 | 135 | 136 | DK
DE [ 11 15 20 33 42 63 77 105 162 166 131 161 222 294 430 | DE
6E | 15 | 48 | 2¢ | 21 [ 27 | 27 | 82 | 728 [ 110 | 92 | 1390 [ 178 | 255 | 32| a7 | &£
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