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pensions, the biggest markets are the US, UK, Netherlands, Japan and Switzerland.
Figures for the size of assets at the end of 2000 are in Table 7.2 and provided by

UBS Asset Management. In some of these cases, the funds are handled by the state.
In Germany, the employees’ pension contributions are handled by the company and

held in a book reserve in the accounts of the company. The amounts are available for
the general purposes of the company and the payments are made from corporate funds.
It’s interesting that events which caused horror in the UK – Robert Maxwell having
access to the pension funds – are the routine in Germany. There are some invested funds
but the total is relatively modest, as can be seen from Table 7.2.

In Sweden, pension provision is largely by the state, but the money is invested
and the system can be regarded as funded. In France, on the other hand, whilst the
state also handles most pension payments through the Caisse de Retraite, they are
not funded but paid for out of current taxation. Private pension provision is largely
confined to schemes for senior executives.

Table 7.2 Pension funds, size of assets and percentage of GDP, end 2000

Country Pension Fund Assets Percentage of GDP

$bn %

UK 1128 81

Netherlands 417 110

Switzerland 321 128

Germany 294 15

Italy 250 23

Sweden 213 96

Denmark 187 115

France 64 5

Finland 60 50

Norway 50 34

Ireland 46 54

Belgium 33 14

Spain 29 5

Portugal 12 12

Source: UBS Asset Management – International Pension Fund Indicators
2001

This ‘unfunding’ is likely to change due to demographic factors. Right across
Europe (and Japan), populations are ageing. With six or seven employees funding
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each pensioner the older systems may have been satisfactory. The future is likely
to see two or three workers for every pensioner. Figure 7.1 shows the incidence of
ageing populations.

10

12

14

16

18

20

1985 90 95 2000 05 10

Germany

France
Britain

United States

Japan

Projections

Source: UN.
Figure 7.1 Ageing populations, % of population aged 65 and over

The World Bank estimates that, by the year 2030, the number of people over 60
will triple to 1.4 billion. A British think tank, Federal Trust, published a report in
early 1996, The Pensions Time Bomb in Europe. It calculated a dependency ratio,
that is the ratio of people aged 65 and over to the 15 to 64 age group. Over the twelve
countries of the EU (prior to 1995), this ratio is expected to increase from 21% in
1990 to 43% in 2040 and 48% in Italy and the Netherlands (see Table 7.3). The
Netherlands, at least, have funded pensions; Italy does not. In Germany, by 2030,
pension contributions could be 30% of gross income with one worker for every
pensioner.

Countries are slow to make progress on this issue. How can we persuade people
to pay tax now to fund today’s pensioners and put aside extra money for their own
retirement at the same time? The French have increased the number of years private
sector personnel must work for a full pension from 37.5 to 40. An attempt to do the
same for the public sector met with strikes and was withdrawn! This is in spite of
the fact that by 2040 France is expected to have 70 people over 60 for every 100
aged between 20 and 59, double the current level. The Germans passed a law in


