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Overview of presentation

• 1) Introduction

• 2) Population aging and public transfers in 

Brazil

• 3) Public pensions in Brazil• 3) Public pensions in Brazil

• 4) Data and methods

• 5) Results

• 6) Discussion



Population Age Structure (UN, 2010)



Life expectancy at different ages, 

Brazil, 1950-2035
Age 1950 1990 2000 2010 2020 2035

Males

55
18,21 22,4 23,4 24,3 25,3 26,7

60
15,1 18,7 19,6 20,4 21,3 22,615,1 18,7 19,6 20,4 21,3 22,6

65
12,17 15,2 15,9 16,7 17,4 18,5

Females

55
18,98 23,6 24,5 25,4 26,2 27,5

60
15,72 19,8 20,5 21,3 22,1 23,2

65
12,66 16,1 16,8 17,4 18,1 19,1



Brazilian Public Pension System 

• Workers in the private sector (55%) plus about 

20% of informal sector;

• Contributory system:

• Employer: 20%• Employer: 20%

• Employee: 8, 9 and 11%

• Average pension benefit: R$ 800,00;

• Average labor income: R$ 1490,00;

• Public pension deficit:

• About 



Public Expenditures in Brazil, 1933 to 2001

(Araujo, Turra e Queiroz, 2010)



Poverty, inequality and the State
(Major public policies)

Expenditures Share of GDP (%)

Public education 3.8

Social security and pensions 11.1

Private sector 6.8

Civil servants 4.3

Selected Government Expenditures in 2006 (% of GDP)

Civil servants 4.3

Social assistance 0.8

Benefício de Prestação Continuada (BPC) 0.4

Programa Bolsa Família (PBF) 0.4

Total 15.7

Total tax revenue 34.1

Source: Mostafa, J; Souza, PHGF; Vaz, FM. Efeitos econômicos do gasto social. In: Castro, JA; Ferreira, H; Campos,

AG; Ribeiro, JAC (Org). Perspectivas da Política Social no Brasil. Brasília: Ipea, 2010. Total tax revenue from Ribeiro,

MB. Uma análise da carga tributária bruta e das transferências de assistência e previdência no Brasil no período

1995-2009: evolução, composição e suas relações com a regressividade e a distribuição de renda. In: Castro, JA;

Santos, CHM; Ribeiro, JAC. Tributação e eqüidade no Brasil: um registro da reflexão do Ipea no biênio 2008-

2009.Brasília: Ipea, 2010.
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Methods

Social security wealth (SSW): is 

the present discounted value of 

the future benefits a person is 

S = planning age, R = 

retirement age, Y LABt = 

labor

income at age t, Y PENt(R) = 
the future benefits a person is 

entitled to receive upon 

retirement at a particular age;

income at age t, Y PENt(R) = 

pension income at age t for 

retirement at age R, ct = 

contribution rate

to pension at age t, a(s)t = 

probability of survival at 

least until age t given 

survival until age S, and

σ = discount factor 

(1/(1+r)).



Methods

• Estimate SSW for SES groups and following old 

and new social security legislation:

• New: best 80% wages and takes into account life 

expectancy at retirement age;

• Old: benefit is based on the past 36 month of • Old: benefit is based on the past 36 month of 

contribution. 

• For simplicity, assumed that individual 

entered the labor force at age 20 and can 

retire by length of contribution (35 years). 



Data

• Perfect world, one would have access to 
earning history, contribution history of a 
number of workers over time. Too bad….

• Use Pnad/IBGE to construct earnings history 
by socioeconomic group (educational level);by socioeconomic group (educational level);

• from earnings history, use rules and 
regulations to estimate possible flow of public 
pension benefits;











Social Security Wealth

Soares (2010)



Discussion

• Previous analysis using NTA data showed that 

public transfers (pensions) finance most of the 

elderly consumption in Brazil, for all 

socioeconomic groups;

• As population ages, individuals live longer and • As population ages, individuals live longer and 

public pension system faces problems, it is 

important to estimate pre-retirement wealth;

• This paper gives some idea of the differencials 

for 2 groups, more work is necessary;



Discussion

• Need to include: financial wealth, housing, 

private pension;

• But, results presented here shed some light 

on the shape of labor force participation and 

life-cycle deficit;

• System seems to create incentives for workers 

to start receiving benefits early 

• Lower LFPR

• Very short period of economic surplus. 



Thank you!

lanza@cedeplar.ufmg.br



Labor Force Participation Rates

Males, 49-79, 1960 and 2000




