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GA Book Contents

• Overview of the Book
1. Methodology: Generational Accounting using National 

Transfer Accounts
2. Summary of findings 

• International comparison of Generational Accounting
1.Comparison of public finance structure
2.Comparison of GA

2.1. Comparison using relevant indices
- Generational imbalance
- Required tax change
- Sustainability gap



2.1 Identification of sources of difference in GAs 
- Demographic factors
- Fiscal deficit and debt
- Expected change in the future cash balance (if any)
- Policy factors, e. g., pension, medical insurance, or others
- Other sources of difference (if any), e.g., macroeconomic 

factors



– Assumptions:
• Benchmark assumptions

– Real interest rate =3.5
– Productivity growth = 1.5% annum
– Country-specific population projection

• Alternative assumptions
– Country-specific interest rate

» Justification is needed
– Country-specific productivity growth

» Justification is needed
– Fixed population

– Choice of country-specific discount rate?
• Rate of return
• Risk-free rate of return (government bond rate)
• How to deal with difference in return to government 

fund and bond rate?



• Aggregate control
– National Account base
– Aggregate expenditure excluding interest payment
– Revenue including tax and non-tax revenue

• Exclude borrowing, sale of property

– Primary fiscal balance
• Net Government Wealth

– Net property income / rate of return
– Gather and compute net government wealth (debt)

• Spreadsheet





• Country Reports(15-20 pages)
– European countries:

• Austria, Finland, Hungary, Slovenia, Spain 
– Non-European countries:

• Columbia, India, Korea , Mexico, Peru, Taiwan, USA
• Japan (??), Chile (??)

1. Structure of public finance
• Reports the aggregates and proportions of government 

expenditure and revenue
2. Special features of each country

• Highlight the most important generational policy
3. Generational Accounts and its interpretation

• GA under current policies
– Benchmark assumptions
– Under alternative assumptions

• Effects of the expected reforms (if any)



• Special issues
- Effect of immigration (Mexico) ??
- Effect of health care on fiscal sustainability

- Miller and Mason’s projection (will update)
- Need to provide GDP projection and health expenditure to Tim 

and Carl (almost done)

- Retrospective accounts (Hungary for public pension)

- Controlling business cycle (Spain) 

- Full Generational Accounts including private and public 
transfers



What should we do? 

• Treatment of government consumption
– Treating public transfer
– Not allocating to age groups

• Coverage of public finance
– National Account
– Financial government net debt

• Reasons for the base year selection
– Spain; business-cycle neutral

• Some summarizing tables



• Special Features
• Official projection of GDP and population







Report of government revenue 
structure?

• (National Account)
– Taxes

• Labor income
• Capital income
• Consumption
• Others

– Social insurance contribution
– Net transfer (others)
– Net property income













Special features
• Common features

– Population aging (add a table)
– Pension reform

• Taiwan
– Expansion of  public pension
– Population aging
– Agricultural sector

• Hungary
– Pension reform
– Political cycle



• Spain
– Immigration

• Impact on sustainability gap
• Any difference in age profile of taxes and benefits?

• Mexico
– Immigration
– Natural resources (crude oil)

• South Korea
– Maturing of public pensions
– Political competition of social welfare policy 

expansion





Special issues

• Effect of immigration (??)
• Controlling business cycle
• Full GA
• Retrospective accounts
• Health expenditure projection



Business cycle and GA 

• Compute evolution of GA over time 
Separating the change into 4 effects
– Business cycle
– Demographic change
– Wealth effect
– Pure policy effect







Full GA

• GA for gross private transfer + net public 
transfer
– All kinds of public transfers and taxes
– Health, education, bequest, and other consumption

• Not including intergenerational transfer of knowledge, 
technology, institutions, or natural world











Retrospective accounts

• Accounts are computed for deceased 
generations as well as for current and future 
generations

• To assess net benefits from the fiscal system 
across generations





Health expenditure projection

• Mason-Miller method
• Official projection of GDP, and population 

needed
• New spreadsheet (including HEP)


