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Foreword

In the previous Report (Pereira et al., 2023) we presented the methodology for
constructing both a new “Intergenerational Justice Index for Portugal” and six Intergenerational
Justice Indices covering six essential dimensions. In this study, we summarise the methodologies
used, the indicators selected, and the main results obtained. The dimensions considered remain
unchanged, as does the vast majority of indicators used within each dimension. Further details on
the indicators, formulas, underlying data and sources may be consulted with the respective authors
and in several articles to be published in the first half of 2026 in policy papers of the Institute of
Public Policy.

The only exception concerns the area of public finances, where the methodology differed
significantly from that used in other dimensions in the 2023 study and from that currently adopted
in 2025. At the time, generational accounts were used, whereas the present edition draws on
indicators that measure the assets and especially the financial liabilities—explicit or implicit—
that we leave to future generations.

In any case, in order to preserve interpretative coherence, all indicators and all dimensions
are applied across the entire period for the update of the Intergenerational Justice Index, namely
the years 2016-2023.

vii
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Executive Summary

Are we being fair to the next generations? This is the simple question with a complex
answer that justified an earlier study (Pereira et al., 2023), which constructed an Intergenerational
Justice Index for Portugal. The essential purpose of that analysis, now updated in this publication,
is to draw attention to the issue of intergenerational justice, which tends to be underestimated in
political cycles lasting at most four years and frequently interrupted even before the end of
legislative terms. Giving prominence to this theme requires building a synthetic index of
intergenerational justice and examining how it evolves over time. This involves clarifying what
is meant by justice between generations, developing a methodology, and identifying the
dimensions and indicators through which such (in)justice can be measured. It also requires
making visible and constructing a set of indicators that political decision-makers and civil society
organisations should monitor closely, not only to assess whether we are being fair to future
generations, but also to understand the extent to which public policies are mitigating potential
injustices or, instead, fostering them.

The dimensions considered are environment and natural resources, health, the labour
market, housing, poverty and living conditions, and finally public finances, each of which carries
equal weight in the aggregate Intergenerational Justice Index. This index is normalised and ranges
between 0 and 1, with movements towards 1 indicating a relative improvement in the well-being
of younger and future generations compared with today’s middle-aged or older cohorts, and
movements towards 0 indicating the opposite. The aggregate Intergenerational Justice Index (1JI)
is a function of sectoral Intergenerational Justice Indices for each dimension, which in turn are
functions of the indicators considered relevant.

In the previous report, with data available up to 2020, there was a trend of improving
intergenerational justice in Portugal. However, what we observe in recent years, particularly in
2022 and 2023, is movement in the opposite direction. Younger cohorts and future generations
are experiencing a decline in well-being relative to older cohorts. As shown in Graph 1, this
reversal is driven above all by the housing dimension, which has sharply deteriorated over the last
three years, and by health, which from 2021 onwards also shows a significant worsening. A
smaller but still concerning decline is indicated by the change in the public finances index. These
decreases are not fully offset by the slight improvements observed since the pandemic in other
dimensions (labour market and poverty and living conditions).

In housing, the key indicators that have worsened significantly in recent years are
affordability, measured through a house price-to-income index, and autonomy, measured using
an indicator based on the proportion of young adults living with their parents. In just three years
(2020-23), these indicators have degraded substantially. This is the dimension that deteriorates
the most and the main driver of the decline in the 1J1.

In health, two indicators worsen during these years: access to health care (a function of
unmet health care needs and household health expenditure) and the consumption of
antidepressants and anxiolytics. These indicators play a decisive role in the fall of the health index.

In the public finances dimension, four indicators are used to assess performance. Two
relate to public debt: the distance from the target of a debt ratio of 60% of Gross Domestic Product
(GDP), which improves, and the consolidation effort or pace, which slows, indicating a greater
burden shifted to future generations. Another indicator is associated with the implicit liabilities
of social security (pension commitments) passed on to future generations, which have been
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following a downward trend since 2016, signalling a rising burden for younger cohorts and
consistent with projections of a more pronounced drop in living standards when they reach
retirement age in 2060 or 2070, should the social security system remain unchanged. Finally,
there is an indicator on the evolution of the capital stock, which also does not favour younger
generations. The combined effect of these indicators results in a slight deterioration of the
aggregate index in the field of public finances.

0,80
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0.50 Y
0,40 '
0,30
0,20
0,10
0,00
2016 2017 2018 2019 2020 2021 2022 2023
o] J] environment 1JI health
1JT labour market LT housing
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== A goregate Intergenerational Justice Index

Graph 1 - The aggregate Intergenerational Justice Index and the indices for the various dimensions.

In the labour market, there are indicators that show no significant changes since 2020
(unemployment rate, gender pay equality, and human capital); one indicator that improved until
the pandemic but worsened thereafter (emigration); and only one indicator that improved
significantly (job stability, which varies inversely with the share of fixed-term contracts among
young workers). Overall, the labour market shows progress towards greater intergenerational
justice.

In the dimension of environment and natural resources, was observed up to 2023 in two
indicators related to climate change, both regarding greenhouse gas emissions and the carbon
sequestration by forests and other land uses. As for pollution and water consumption, after a
period (2016-20) during which conditions worsened for younger generations, a stable plateau has
been reached in recent years. A similar negative pattern occurred in the area of the circular
economy, where Portugal, like most European countries, has failed to meet its targets both
municipal waste generation per capita and recycling rates. Despite these diverging trends, a slight
overall improvement is observed in this dimension of environment and natural resources.

Finally, in the dimension of poverty and living conditions, there is a clear trend of
improvement in the index throughout the period considered (2016-2023), though more
pronounced in the years prior to the pandemic. This results mainly from improvements in
indicators of poverty incidence and, above all, material and social deprivation, following
reductions in both.

Both the synthetic approach to intergenerational justice and its breakdown into the
various dimensions suggest the need to monitor the evolution of critical indicators used to assess
the well-being of the current young cohorts and what can be projected for future generations based

2
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on current trends. In this sense, it is increasingly urgent to consider the foreseeable effects of
present public policies on the well-being of future generations.
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1. Introduction

We are living through a period of change and transition on multiple fronts. The processes
of decarbonising the economy, deleveraging public debt, shifts in housing and labour markets,
and social policies in the fields of health, inequality, and poverty all weigh on both today’s cohorts
and those yet to come. The essential question we may pose is whether these transitions (climatic,
financial, social) place their burden primarily on the present generations or on future ones. One
way to answer this question is through a complex yet necessary exercise: measuring
intergenerational justice and observing how it evolves over time.

In the study “An Intergenerational Justice Index for Portugal” (Pereira et al., 2023), an
Intergenerational Justice Index (IJI) was constructed based on six distinct dimensions:
environment and natural resources, health, labour market, housing, poverty and living conditions,
and public finances. At the time, data availability only allowed for the analysis of the period from
2015 to 2020. Two years later, this study updates the value of the aggregate index and the sectoral
sub-indices in each dimension for the period 2016-2023.

Chapter 2 provides a concise clarification of the questions underlying the measurement
of intergenerational justice, as well as the main methodological choices adopted. It also presents
the key results of the analysis, already highlighted in the executive summary. Chapters 3 to 8
outline, for each of the dimensions considered, the relevant sub-dimensions and a non-technical,
accessible explanation of the indicators used to compute the indices. Each chapter includes an
introduction explaining what is meant by intergenerational justice within that dimension, the main
results, and a set of public policies that may positively influence these indicators.
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2. Intergenerational Justice Index: conceptualisation, methodology,
and results!

2.1 Intergenerational Justice: Are we measuring what truly matters?>

Any indicator that seeks to measure intergenerational justice must clarify what is meant
by “generation” and by “justice”. In general, such measures tend to focus on justice understood
as reciprocity and on generations conceived as age groups. In this section, we explore the possible
reasons for this tendency and the problems it may create. We then show that the indicators
proposed in this study can help us measure intergenerational injustice, even within an approach
that is neither centred on reciprocity nor restricted to age groups.

Birth Cohorts versus Age Groups

The word “generation” can be understood either as an age group or as a birth cohort. An
age group is a set of people who share the same age. It is in this sense that we speak of young
people and older people as different generations. A birth cohort is a group of individuals born
around the same period. It is in this second sense that Millennials and Baby Boomers do not
belong to the same generation. Note that, in one sense, we remain part of a single generation
throughout our lives; in the other, we are constantly shifting from one generation to another. This
distinction is morally relevant.

Indicators of intergenerational justice tend to focus more on age groups (Leach et al.,
2016; Vanhuysse, 2014). Several explanations may account for this tendency. In practice, it is
more difficult to measure disparities between cohorts than between age groups. Inequality
between young and old can be revealed by taking a snapshot of reality at a given moment. By
contrast, inequality between cohorts requires longitudinal studies rather than instantaneous data.
More information is needed to conduct such studies, and relevant data are often missing. To make
matters more complex, data on more recent cohorts are less complete and require a greater degree
of forecasting, as these groups still have most of their lives ahead of them. The opposite applies
to older cohorts. We need to combine retrospection and projection in different proportions. A
focus on cohorts demands longitudinal approaches that, being both prospective and retrospective,
are therefore more difficult to carry out.

Although the study of age groups is more accessible, theories of intergenerational justice
tend to focus more on birth cohorts. The underlying idea is that the relevant unit of comparison
from a justice perspective is people’s entire lives, rather than instantaneous inequalities. For
example, it does not necessarily seem unjust that some age groups (e.g., children and the elderly)
benefit more from the state than others (e.g., middle-aged adults). But it seems less just if Baby
Boomers benefit more from the state than Millennials. The reasoning here is that individuals move
between age groups throughout their lives (but not between cohorts). Thus, inequalities based on
age can potentially treat all individuals equally over the course of life. Since theories of justice

! A policy paper by Manuel Valente and Axel Gosseries, which examines and develops the question of
intergenerational justice from a philosophical perspective, will also be available on the Institute of Public
Policy’s website dedicated to the project: https://www.ipp-jcs.org/en/inter-generational-justice-index/.

2 This text is a summary of a longer chapter previously published here: https:/www.ipp-
jcs.org/en/2023/09/25/policy-paper-27-intergenerational-justice-are-we-measuring-what-matters/.
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tend to assign a central role to whole lives rather than specific life stages, it appears more
appropriate, from the standpoint of justice, to analyse cohorts rather than age groups.

Reciprocity versus Distributive Equality

The gap between what ought to be studied and what is effectively studied does not
concern only the definition of “generation”. It also relates to what we mean by “justice”. Although
different approaches exist, we may distinguish two families of theories of intergenerational
justice: commutative (based on reciprocity) and distributive. There are several methods through
which we can defend these two substantive principles, one of the most well-known being John
Rawls’s (1971) veil of ignorance — referred to, for example, in chapter 5. Although these two
principles are the most prominent in the context of intergenerational justice, alternatives also exist.
The discussion that follows assumes, for example, the fulfilment of a minimum level of
sufficiency that ensures each generation has enough for a dignified life. In certain areas, such as
the environment, we face serious risks that this requirement may not be met, which may lead our
obligations of justice to take on a slightly different content from what is explored here in relation
to equality and reciprocity.

Commutative theories tend to be more common than distributive ones when it comes to
measuring intergenerational justice (e.g., Kotlikoff, 2017; Wolfson & Rowe, 2007). The
underlying idea is that each generation should not expect to be treated better by its children than
it treated its parents, for example, by receiving more over a lifetime than it contributes. This
involves the commutative notion of fair exchange: that each generation transfers or leaves to the
next in accordance with what it received, whether in terms of state benefits or in different forms
of capital (physical, natural, economic, etc.).

The notion of reciprocity, and its appeal to fair exchange, resonates with many, especially
in the intergenerational domain. In terms of measurability, it is convenient to focus on benefit
ratios so that each generation benefits from the state equally, or at least in proportion to its
contribution. Yet there are different conceptions of reciprocity. The most common in the context
of intergenerational justice are indirect or “open”, in the sense that each generation does not
benefit the same generation from which it benefited. As Vanhuysse & Tremmel (2018) note,
direct reciprocity occurs when, for example, parents care for their children and, in return, children
support their parents in old age. In indirect versions, the generation from which one receives is
not the same as the one to which one gives. For example, we may speak of downward reciprocity
— we owe our children as much as we received from our parents — or upward reciprocity — we
owe our parents as much as our parents transferred to our grandparents. The first is more common
when referring to the capital each generation inherits, while the second appears more frequently
in discussions on pensions, through the idea that we have the right to receive from our children at
least as much as we transferred to our parents. As we will see, downward indirect reciprocity will
be relevant across several dimensions considered in this study.

However, a problem common to all these types of reciprocity remains. Substantively, we
may question whether it is just to expect that a person always return as much as they receive.
Consider a paradigmatic case. It is widely accepted, if not regarded as necessary, that the state
implement net transfers between individuals in different socioeconomic conditions. In this sense,
more advantaged groups have no entitlement to receive from the state as much as they contribute.
Justice requires the existence of net contributors and net beneficiaries. Should it not also be just
to require net transfers between generations that find themselves in unequal conditions? We tend
to favour commutative duties because we think duties of justice are triggered, respectively, by the
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harms we suffer or the benefits we receive. Yet their strength often depends on underlying
conditions of distributive justice that precede them.

Alternatively, consider a Maximin/Leximin egalitarian principle as illustrative of a
distributive perspective. More concretely, it tells us that we may depart from equality if, and only
if, doing so improves the situation of those who are worst off. This idea requires comparing
various intergenerational scenarios and choosing the one in which the least advantaged —
regardless of the generation to which they belong — are better off than the least advantaged in
any alternative scenario. We may add that the concern lies mainly with those disadvantaged due
to opportunities and circumstances, not choices and preferences.

Distributive equality allows a cohort to receive more than it transferred if that cohort
includes the least advantaged members across generations and if such net generational benefits
are directed toward improving their situation. For example, younger generations may end up
contributing more to health care than they receive. But if younger generations are fortunate
enough to live longer and in better conditions, this may be considered a typically just
redistribution from more advantaged generations (younger, longer-lived) to less advantaged ones
(older, shorter-lived).

Although potentially more plausible than reciprocity, Maximin equality is more
challenging to measure. By going beyond the amounts parties transfer between themselves (for
example, through benefit ratios), it requires assessing the underlying conditions among the parties
and making counterfactual claims about their position in various scenarios. As before, a
discrepancy emerges between what seems feasible and what is normatively relevant. We now
propose three

Approaches

In this section, we suggest that the selected indicators are relevant even for approaches
that are neither centred on reciprocity nor restricted to age groups. We divide the indicators into
three types: annual trends, age-based indicators, and benefit ratios.

The Differential Impacts of Annual Trends

Annual trends are relevant for measuring distributive equality between birth cohorts. If
living conditions tend to improve, this represents a more significant advantage for the more recent
cohorts compared with the older ones, since they still have an entire lifetime ahead in which to
enjoy such benefits. Although this can be framed in terms of reciprocity — not leaving to the
future something worse than what we inherited from the past — we may also understand these
indicators of progress from a distributive perspective. Unlike reciprocity, progress may even be
something that justice requires. If older generations are in a worse position, progress may
ultimately benefit them. We may therefore view progress as a duty of justice, which would not
necessarily be the case under a reciprocity-based view.

A positive trend generally has a greater impact on younger generations, since they have
a longer future ahead of them. Conversely, older cohorts will benefit less from such change. We
may also state that positive trends tend to have a greater impact on younger cohorts because of
the number of members they include. While the more recent cohorts tend to have almost all their
members still alive, the same cannot be said of the older cohorts — many of their members will
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have died and will therefore no longer be affected by annual trends. In this sense, changes have a
greater effect on more recent cohorts because they affect a larger proportion of their members.

Examples of annual-trend indicators exist across several areas. In the environment, the
evolution of greenhouse gas emissions is measured. In health, the evolution of health status over
the years is tracked. In the labour market, the evolution of gender wage inequality is examined.
The same applies to aggregated indicators of poverty and living conditions, such as household
income, the poverty rate, and poverty intensity.

All these annual trends can give us an idea of whether conditions are worse or better for
younger birth cohorts compared with older ones, allowing us to draw conclusions about whether
one is advantaged over another in terms of opportunities. As trends, they indicate a consistent
movement in a certain direction. Thus, they inform us about the future that recent and future
cohorts can expect to face, as well as the possibility of improving the living conditions of older
cohorts.

The Indirect Relevance of Age-Based Indicators

Age-based indicators can also have cohort relevance. We use them, for example, in the
case of the labour market, with indicators relating to job insecurity, unemployment, and youth
emigration. In housing, there is concern with the residential autonomy of young people. In living
conditions and poverty, particular attention is likewise given to the incidence of poverty, to
material and social deprivation among the young, and to their participation in education.

Some indicators therefore focus on the extent to which young people are deprived of
certain essential goods. First, because we know that certain forms of deprivation have scarring
effects throughout an individual’s life. Deprivations experienced in youth do not affect only a
specific life stage; they have consequences for a cohort’s lifetime income and, moreover, for that
cohort’s future entitlements (for example, future pensions). As Vanhuysse (2013) noted, data on
young people are prospectively relevant at the cohort level precisely because of these scarring
effects.

On the other hand, data on older people may also be relevant for obtaining information
on birth cohorts. They have the advantage, for instance, of capturing cumulative effects from the
past. Just as deprivation in youth can be used to anticipate “future scars”, poverty in older age can
help detect “past scars” that many individuals carry with them. Although this study does not
explore this second possibility, age-based indicators for both younger and older groups may be
relevant for measuring justice across different birth cohorts.

Even so, there is a reason why deprivation in youth may tell us something different —
and more complete — than poverty in older ages. A focus on younger ages covers all members
of a cohort, since unlike old age, which not everyone reaches, all of us have been young. Youth
includes all members of a cohort, including those who do not reach older ages and who are often
the most disadvantaged.

The Indirect Relevance of Benefit Ratios

Benefit ratios can also be relevant for a conception of justice between birth cohorts, even
when this conception is not based on reciprocity. This includes the idea that future generations
should not have to bear higher taxes for similar levels of benefits, or the idea that current
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generations should not shoulder disproportionately more or less of the fiscal adjustment required
to comply with sustainability rules.

The general intuition underlying these indicators is that net contributions or net benefits
should be distributed equally across different birth cohorts. Although it is tempting to associate
such proposals with the idea of reciprocity, we can still interpret these indicators as a form of
equal protection for all generations. Such protection is not necessarily at odds with distributive
equality if we do not treat inequality between generations as given. It is precisely this type of
inequality that this project seeks to uncover rather than assume.

Thus, we may begin with the assumption that each generation is initially equal to the
previous one and that, other things being equal, a benefit ratio (i.e., the ratio of benefits to
contributions) should not favour one generation over another. Benefit ratios that favour some
cohorts more than others may be just if they serve to correct unjust inequalities. But without
assuming such inequality, a benefit ratio that privileges one generation places that generation at
an advantage relative to others. From then on, such injustice may be intensified or mitigated
depending on the results obtained in other areas, thereby worsening or improving the final level
of intergenerational injustice.

In sum, indicators used to measure intergenerational justice often concentrate on
reciprocity (as opposed to distributive conceptions of justice) and on age groups (as opposed to
birth cohorts). Although there are descriptive explanations for this tendency, it raises normative
concerns. Finally, three ways were presented in which indicators may remain relevant within an
approach that is neither centred on reciprocity nor restricted to age groups. However, these
strategies remain imperfect approximations, and further work is required to ensure that we are
measuring what truly matters.

2.2 Intergenerational Justice Index: methodology

The methodological aspects associated with the construction of the 1JI were already
developed in the earlier study by Pereira et al. (2023), which created the index, so what is
presented here is a summary of that methodology and a clarification of the few methodological
innovations introduced in this study relative to the previous one.

A composite index such as the “Intergenerational Justice Index for Portugal” results from
several methodological choices, sometimes arising from technical or operational reasons (e.g.,
data availability) and others from normative decisions. The first normative choice was to
determine the dimensions through which intergenerational justice would be assessed, and
subsequently, within each dimension, to select up to a maximum of five indicators. Each of these
indicators is calculated from one or more variables.

It is important to recall that the primary objective of this study is to highlight the
dimensions and indicators considered relevant for assessing intergenerational justice and that
should be permanently monitored by policymakers and civil society to safeguard the potential
interests of future generations.

The IJI is an index developed for Portugal and is primarily intended for diachronic
analysis within Portugal. As noted in the introduction to this study, the dimensions considered are:
1) environment and natural resources (/JI;); ii) health (IJI); iii) the labour market (IJI3); iv)
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housing (L/1,); v) poverty and living conditions (L/I5); and vi) public finances (1LJIs).> For each
dimension, a sectoral IJI; was constructed, based on sub-dimensions and a set of indicators j.4 For
each dimension, we clarified what is considered just from an intergenerational perspective or, in
a weaker version, what is not considered unjust. At times, when measuring intergenerational
Jjustice proved problematic, we measured the sustainability of a given indicator which, although
conceptually distinct, is related to it. In fact, sustainability is a necessary but not sufficient
condition for intergenerational justice. If net liabilities (e.g., financial or environmental) passed
on to future generations show a rising and unsustainable trend, they become a source of serious
intergenerational injustice. In other words, unsustainability is a sufficient condition for
intergenerational injustice.’

The second general methodological choice concerns the weight of each dimension in the
aggregate 1JI and the form of aggregation across dimensions. This choice is clearly normative and
subjective. We adopted unweighted aggregation because we found no compelling argument for
assigning differentiated weights to each dimension, and geometric aggregation for the reasons set
out by the OECD (2008).

A third level of methodological choice concerns, within each sectoral dimension, the
selection of weights used, the form of aggregation, and the method of normalising the indicators.
As there was no reason for indicators to have differentiated weights, we generally adopted
unweighted geometric aggregation, with a few exceptions. Thus, for example, in the first
dimension—environment and natural resources — the respective index, resulting from five
normalised indicators, is given by:

1
I = (U g+ Jlfp « JIEs * I g+ 1]115)°

In turn, the selection of variables took into account several criteria:®

Breadth — indicators should cover a wide range of potential sources of intergenerational
injustice.
Rigour — data sources must be credible, publicly accessible where possible, and as up to

date as feasible.’

Transparency and simplicity — the number of indicators in each area should be limited.
Indicators should be clear, either because they are directly based on credible primary sources that

3 Inequalities in four of the areas considered were the subject of four studies prepared for the Calouste
Gulbenkian Foundation. See Domingos & Vieira (2021), Franco (2021), Martins (2021) and Xerez, Pereira
& Cardoso (2019). There are two that were not considered and are now: health and poverty and living
conditions.

4 Each 1J1i indicator is the result of aggregating a maximum of five indicators. The notation of indicator
j in area i will then be used as 1J1jj , com j=1, 2,...5.

5 A paradigmatic illustrative case is the unsustainability of public finances in Portugal in 2010-11,
associated with an increase in the debt-to-GDP ratio, which led to the country's financial bailout by the
troika (International Monetary Fund, European Commission and European Central Bank). The heavy fiscal
consolidation measures were borne by the generations and sectors most affected by unemployment
(particularly young people) and the decline in real wages.

6 These criteria are discussed in OECD (2008) and McQuilckin (2018), among others, and further
developed in Pereira et al. (2023).

7 As will be seen in Chapter 3, for all dimensions, annual data up to 2023 can be obtained at the time
of completion of the study.
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provide meta-information on the variables, or because, when constructed, the sources used,
assumptions made, and methodologies applied are clearly explained.?®

Comprehensibility and accessibility — the index should be easy for citizens to understand
and access, and should not rely on overly complex methodology.

Continuity and annual availability of primary data — institutions that produce the data
must be official bodies with at least a decade-long data track record, and with a high probability
of continuing to produce such data in the future (e.g., Statistics National Institute (INE), Ministry
of Finance, EUROSTAT).

Relevance — indicators must be appropriate for measuring variation in intergenerational
justice across the different dimensions.

Non-overlap — there should not be significant overlap among indicators within each
dimension, and especially not across distinct dimensions.’

Low volatility — given the impact indicators have on the sectoral 1JI; and on the overall
1JI-Portugal, it is desirable that indicators be constructed in a way that avoids large year-to-year
fluctuations. This can be achieved, for example, by using 3-, 4- or 5-year moving averages.

In order to construct the 1JI and the sub-indices 1JI;, IJI,, IJI;....1JIs for each dimension,
all indicators were normalised to the same left-open interval: )0,1). Particular attention was paid
to the value 1, ensuring a consistent meaning for increasing values of the indicator within this
interval. As a rule, values approaching 1 signify an implicit improvement in the relative well-
being of future generations, or an increase in the stock of net assets (or a reduction in liabilities)
that future cohorts receive from present generations. Values approaching 0 indicate that, from the
perspective of intergenerational justice, the evolution favours today’s older cohorts (baby
boomers). When a variable varies within a limited range, the min—max method is often used
within the )0,1) interval, assuming that a high value for that variable is unfavourable for future
generations and may put them at risk. An illustration of the application of this method in the case
of public finances can be given through one of the indicators considered in that area:

b' — b*

"~ pmax _ pmin’

Jlg, =1 if b' > 60%

Let b; be the debt-to-GDP ratio and recall that the oldest fiscal rule in the European Union
treaties states that the debt ratio should be below 60% of GDP and stable. We may therefore view
achieving this target (whenever debt stands above it) as an intra-generational social contract—
binding all cohorts within EU countries—and an intergenerational one if we consider the
relationship between present and future generations. By formulating the indicator in this way,
with b* = 60%, and with the denominator serving merely to calibrate the deviation identified in
the numerator, it is clear that the indicator reaches the value of one when the target is met.
Movements towards one benefit younger cohorts and future generations under certain
assumptions. Likewise, in the climate domain, as shown in this study, we use greenhouse gas

8 Of course, more complex indicators allow for a more detailed analysis of intergenerational justice, and
simpler indicators are sometimes more indicative of sustainability than of intergenerational justice.

9 As will be seen, a cross-sectional analysis of the indicators for the various dimensions and sub-
dimensions shows that the above characteristics were generally satisfied. Exceptions, in terms of
transparency and accessibility, are the indicators relating to water, the environment and natural resources,
and the sustainability of public finances. In these cases, an attempt was made to make the indicators as
simple as possible within the methodology used.
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emissions corresponding to carbon neutrality (GEE*) as the benchmark—our national and
European social contract. The indicator only reaches the value of one when neutrality is achieved,
defined as the equality between emissions and the carbon sink effect produced by forests and
other land uses.

The choice of any benchmark is ad hoc, just as the EU’s choice of 60% for the debt-to-
GDP ratio was. And with respect to debt, we introduce another indicator relating to the speed at
which deleveraging will occur over the next generation. Here too, a benchmark is required: the
value of the primary balance (SOp) which, under certain assumptions, allows the target to be
reached within a given number of years. It is by reference to this benchmark that we can determine
whether today’s consolidation effort is stronger than necessary (ﬁ,ﬁ > 50,) — placing a greater
burden on present generations and easing the burden on future ones—or whether the opposite is
occurring.'® Benchmark choice appears across many indicators; sometimes the best practices of
the highest-performing EU countries are selected, while in other cases different criteria are
adopted. The key point is that, although benchmarks are ad hoc and influence the absolute values
of indicators, their interpretative value lies in the variation of those indicators—and that variation
points in the same direction (improvement or deterioration in the well-being of future
generations), regardless of the benchmark chosen.

Finally, the 1JI for Portugal is given by the geometric mean of the six dimensions, that is:

1
It = (JIE = IS * 1S « I + 1S * IJIE)6

This study differs from the previous one in the following respects. The public finances
dimension was the only one to undergo a substantial methodological change. In the earlier version
of the study, generational accounts were used, a methodology that is far more demanding in terms
of the data required. The new methodology is described in simple terms in this report, with the
detailed developments, including the formulas used to calculate each indicator, presented in the
article by Pereira & St. Aubyn (2026). In a few cases, slight adjustments were made to specific
indicators, as noted in the respective chapters. Finally, the data were updated. To maintain the
coherence of the series, the current methodology was applied to all data for the period 2016-23.

2.3 Intergenerational Justice Index: aggregate results

After a period of improvement in the aggregate 1JI up to 2020, the data for 2022 and 2023
reveal a worsening of the well-being of younger generations and, if the trend continues, of future
generations (Table 1). This regression stems mainly from the sharp deterioration in housing
conditions and, to a lesser extent, from the decline in the health domain from 2021 onwards. The
field of public finances also shows signs of fragility, although less pronounced. The slight
improvements observed in the labour market and in the dimension of poverty and living
conditions were not sufficient to offset the decline recorded in other structural areas.

19 In this case, the indicator is a logistic function that will assume a value of 0.5 when the observed
primary balances are equal to the reference balance and will tend towards one when the observed balances
are greater than the reference consolidation effort, which means that the burden is falling mainly on present
generations and less on future ones.
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Vears I we| allf ;ur 18] m Pziv:i:g and 151 Public 18}
Environment | Health Market Housing Conditions Finance Global
2016 0,42 0,35 0,35 0,43 0,48 0,41 0,40
2017 0,36 0,38 0,37 0,44 0,54 0,43 0,42
2018 0,36 0,41 0,41 0,45 0,60 0,46 0,44
2019 0,36 0,41 0,46 0,46 0,65 0,53 0,47
2020 0,38 0,45 0,52 0,44 0,62 0,55 0,49
2021 0,40 0,57 0,55 0,37 0,65 0,54 0,50
2022 0,42 0,51 0,56 0,29 0,66 0,48 0,47
2023 0,43 0,35 0,56 0,23 0,68 0,51 0,43

Table 1 - The aggregate Intergenerational Justice Index and the indices for the various dimensions.

In the housing sector, the deterioration of affordability indicators—measured through the
house price-to-income ratio—and of residential autonomy—reflected in the growing share of
young adults living with their parents—is particularly pronounced between 2020 and 2023. In
health, the main factors behind the decline are the rise in unmet medical needs, the increasing
burden of household health expenditure, and the higher consumption of antidepressants and
anxiolytics, signalling a worsening of the physical and psychological well-being of younger
generations.

Regarding public finances, the analysis of four indicators reveals mixed trends: the
distance to the 60% public debt-to-GDP target has decreased, but the pace of fiscal consolidation
has slowed, shifting a greater burden onto the future. The implicit liabilities of social security
have continued to rise since 2016, reinforcing expectations of a significant drop in living standards
for the generations retiring between 2060 and 2070. At the same time, the unfavourable evolution
of the capital stock confirms a slight overall deterioration in this dimension.

In the labour market, the situation remains relatively stable, with moderate improvements
in some indicators. Notably, job stability has improved, reflected in a reduction in fixed-term
contracts among young workers, despite the post-pandemic increase in emigration. Overall, the
area shows modest but positive progress.

In the domain of environment and natural resources, data up to 2023 point to progress in
greenhouse gas emissions and carbon-sequestration capacity. However, pollution, water
consumption, and performance in the circular economy have stabilised at levels below European
targets, revealing persistent challenges in the ecological transition.

Finally, the dimension of poverty and living conditions shows a trend of improvement
since 2016, particularly marked up to the pandemic, driven by reductions in poverty rates and in
material and social deprivation.

In sum, the integrated analysis of the 1J1 and its components shows that Portugal is facing
a structural setback in intergenerational equity. It is therefore essential to strengthen the
monitoring of critical indicators and to develop public policies that systematically incorporate the
long-term effects of current decisions on the well-being of future generations.
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3. Intergenerational Justice Index: environment and natural resources'’

3.1 The dimension of environment and natural resources

Analysing intergenerational justice in the context of the environment and natural
resources involves theoretical, ethical, and operational challenges. Because this concept is
difficult to quantify, an associated but more operational notion is often used: strong sustainability.
This reflects the collective responsibility to ensure that future generations inherit a stock of
“natural capital” equal to or greater than that enjoyed by current generations, thereby safeguarding
the continuity of ecological services essential to human well-being and to sustainable economic
development.

The main limitations of this analysis stem from the inherent uncertainty surrounding the
future. It is impossible to predict with precision the size of future populations or their preferences
regarding the use, conservation, and enhancement of natural resources. Uncertainties also persist
concerning the availability of these resources and the trajectory of technological progress, which
may mitigate or exacerbate environmental impacts. Moreover, the behaviour of other nations in
response to climate change is equally unpredictable, complicating the global coordination
required to confront challenges of planetary scale. This lack of predictability renders unfeasible
approaches based on utilitarian criteria or on principles of intergenerational justice such as
Maximin and Leximin, which presuppose detailed information about future preferences and
conditions.

Faced with these limitations, a contractualist perspective between generations is adopted,
whereby the relationship between present and future generations is understood as a moral and
social agreement. A fair social contract would require that future generations not inherit a
degraded environment or natural resources in worse condition than those received. This
commitment is reflected in the national and international agreements undertaken by Portugal,
which may be viewed as concrete expressions of such an intergenerational pact. In the climate
domain, however, this principle has not yet been fully realised, as the country’s contribution to
global warming continues to grow. Despite this, the environmental targets established for the
medium and long term provide a concrete reference point for monitoring the implementation of
these policies and, consequently, for assessing the degree of effectiveness of intergenerational
justice in the country.

3.2 Sub-dimensions

The IJT in the domain of environment and natural resources is structured around five sub-
dimensions representing areas of intervention considered strategic for environmental public
policy. The selection of these sub-dimensions was informed both by the findings of Domingos &
Vieira (2021) and by the most recent Environmental Performance Review of Portugal conducted
by the Organisation for Economic Co-operation and Development — OECD (2023), both of which

' The methodological developments underlying the 1J1 in the area of environment and natural resources
may be consulted with the authors, Paulo Trigo Pereira and Luisa Nobre. For the previous study (Pereira
(coord.) et al. 2023), the methodological details were published in Pereira, Nobre and Esteves (2024). For
the present study, a new policy paper by the same authors will be published on the Institute of Public
Policy’s website dedicated to the project: https://www.ipp-jcs.org/en/inter-generational-justice-index/.
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highlight the sectors where significant weaknesses persist in terms of sustainability and the
management of natural capital.
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Figure 1 - Sub-dimensions and indicators of intergenerational justice in the area of the environment and natural
resources.

The identified sub-dimensions comprise: (i) climate change; (ii) forests and biodiversity,
with an emphasis on the sustainable management of forest ecosystems and their role as carbon
sinks; (iii) the circular economy, which encompasses both waste reduction and recycling; and,
regarding water resources, two components: (iv) pollution and (v) consumption, the latter
covering the use of both surface water and groundwater. This structure makes it possible to
capture, in an integrated manner, the main environmental challenges that shape intergenerational
equity, as well as the degree of societal commitment to the preservation natural capital.

The selection of indicators composing each sub-dimension followed methodological
principles recommended by the OECD and the European Commission (2008) for the construction
of composite indicators, ensuring conceptual coherence, relevance for public policy design, data
availability, and temporal consistency. For each of the five sub-dimensions, a small set of
indicators was selected to capture recent trends and to assess Portugal’s alignment with its long-
term sustainability commitments.

3.3 Indicators

The indicator for climate change is based on greenhouse gases (GHG) emissions,
excluding emissions linked to forests and land-use change. Its purpose is to assess compliance
with the intergenerational “social contract”, according to which present generations must make
progress towards carbon neutrality, thereby preventing global warming beyond the “planetary
boundary”. Medium- and long-term emission targets are defined by Portugal’s national objectives
for carbon neutrality, grounded in the Paris Agreement and the European Green Deal. The
indicator is designed to show how far the country remains from carbon neutrality and to track a
desirable mitigation pathway. Since a very rapid reduction would require a disproportionate effort
from present generations, the calculation uses short-term targets. A situation of relative climate
justice can only be said to exist once carbon neutrality is achieved, currently set for 2050.
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Forests constitute one of the main components of the natural capital to be passed on to
future generations. Beyond their productive potential, they provide a broad range of ecosystem
services: they contribute to groundwater recharge, prevent soil erosion, promote biodiversity, act
as carbon sequestration, among many other benefits. The fact that these services are not
remunerated in the market is an additional reason—among others—for the inefficiency of forest
management and for the tendency towards deforestation and the conversion of land to alternative
uses.

The environmental indicator in the limited body of empirical work on intergenerational
justice relating to forests is the deforestation rate, understood as a sign of natural capital depletion.
Globally, forest area has been decreasing. By contrast, in Europe forest area increased between
2009 and 2022, particularly in countries such as Spain, Italy, France, and Portugal, with forest
shares of 40.6%, 39%, 33%, and 46.5% respectively in 2022. Portugal, however, recorded a slight
decline in forest area between 2018 and 2022 (a variation of —3.4 percentage points).

Given the variety of possible indicators for assessing the state of forests and biodiversity,
we adopted two indicators directly associated with forests and land use: (i) net GHG removals
linked to the Land Use, Land-Use Change, and Forestry (LULUCF); and (ii) the quality of forest
management, reflected in the creation and maintenance of Forest Intervention Zones (FIZ).
The analysis of waste generation and management seeks to assess the extent to which Portugal
has progressed in the transition to a circular economy, balancing the need to reduce waste
generation with greater material recovery. The indicator constructed for this purpose follows the
guidelines of the European Green Deal and Portugal’s National Waste Management Plan (PNGR)
2030, which set medium- and long-term targets for preventing and recycling municipal waste.

The combination of two sub-indicators—municipal waste generated per capita and the
recycling rate—allows an integrated view of both waste-generation efficiency and recycling
performance, offering a comprehensive picture of the sustainability of the waste-management
system and its relevance for intergenerational justice.

In Portugal, municipal waste generation per capita increased from 439 kg in 2013 to 505
kg in 2023, reaching peak values of 510 kg in both 2019 and 2021. Over the same period, the
European Union average followed a similar upward trend, rising from 479 kg to 511 kg. The first
sub-indicator, municipal waste generated per capita, evaluates progress towards the established
targets, assuming a linear trajectory towards the long-term objective. Although the ideal reference
year would be 2012—corresponding to the starting point of the European target—2019 was
adopted as the baseline because between 2012 and 2019 Portugal moved further away from the
objective. This choice ensures that the indicator remains within the normalised 0—1 scale, thereby
preserving comparability across sub-dimensions.

The second sub-indicator assesses progress in the municipal-waste recycling rate in
relation to the 65% target set for 2035, assuming a linear evolution from the values observed in
2000. The indicator is based on the proportion of recycled waste relative to total waste generated,
comparing the observed rate with the expected trajectory needed to meet the target. Between 2002
and 2014, the recycling rate increased from 7% to 30%, reflecting significant early progress.
However, in subsequent years the rate stagnated, remaining close to 30% in 2023. Recent trends
therefore show a widening gap between rising waste production and the absence of equivalent
improvements in recycling rates, reinforcing the importance of monitoring both dimensions
jointly.
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The indicator selected to assess water pollution focuses on the groundwater quality,
drawing on data collected by the Portuguese Environment Agency (APA). Specifically, it
considers the concentrations (mg/l) of the pollutants ammonium (NH4") and nitrate (NOs"),
benchmarked against the quality standards established by the agency. Groundwater quality is
essential not only for public supply—especially in periods of drought—but also for the
sustainability of agricultural activity. The primary source of contamination is the intensive use of
agricultural fertilisers, whose chemical compounds infiltrate the soil and pollute aquifers. Because
diffuse pollution sources are difficult to identify and regulation in this sector is limited,
environmental costs are rarely internalised by farmers, resulting in weak incentives to adopt more
sustainable practices. Unlike other environmental indicators, in this case no future recovery target
is set; the objective is instead to preserve the current condition of the resource, given the high
economic and technical cost of groundwater remediation. The indicator uses all data available up
to 2025, including recent measurements and changes in sampling locations resulting from updates
to the APA monitoring network.

The indicator for freshwater consumption is based on two complementary sub-indicators:
one related to groundwater abstraction and the other concerning surface-water use, both
constructed from the difference between resource availability and the volume actually consumed.
This distinction is essential because the environmental and economic impacts of over-extraction
differ between the two types of water. In the case of groundwater, excessive abstraction signals
weaknesses in management and regulation, potentially leading to saline intrusion and aquifer
degradation. For this sub-indicator, piezometric data are used to assess water-table depth and infer
pressure on the resource. For surface water, the analysis draws on river-flow data collected by the
APA, with particular emphasis on compliance with minimum ecological flows requirements
necessary to sustain environmental quality and aquatic biodiversity. As with the previous
indicator, all data available up to 2025 were incorporated, using both continuous time series and
newly introduced monitoring points. Taken together, these indicators seek to ensure that current
water use does not compromise the sustainability of the resource or the natural capital passed on
to future generations.

3.4 Results
Years Climate Forest and Circular Water Water JI
Change Biodiversity Economy Pollution Consumption Environment
2016 0.24 0.37 0.39 0.7 0.56 0.42
2017 0.15 0.34 0.36 0.7 0.49 0.36
2018 0.18 0.37 0.31 0.62 0.46 0.36
2019 0.21 0.42 0.26 0.66 0.39 0.36
2020 0.32 0.46 0.22 0.63 0.37 0.38
2021 0.36 0.50 0.22 0.65 0.40 0.40
2022 0.37 0.58 0.23 0.67 0.39 0.42
2023 0.41 0.59 0.24 0.63 0.39 0.43

Table 2 - Evolution of standardised indicators relating to intergenerational justice in the area of the
environment and natural resources.

The results presented reflect the main trends observed in the environmental domain and
confirm the relevance of the selected indicators for assessing the evolution of sustainability in
Portugal. From the perspective of strong sustainability, full intergenerational justice would
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correspond to unit values across all sub-dimensions; deviations from that threshold indicate that
natural capital may be passed on to future generations in less favorable conditions. More
important than absolute values themselves is whether recent trajectories point towards progress
or divergence relative to, the intergenerational commitments undertaken by the country.

The evolution of the climate change dimension shows consistent progress over the past
decade. The index increased from 0.15 in 2017 to 0.41 in 2023, reflecting a steady process of
economic decarbonisation. Although the value remains far from the desirable benchmark for
climate justice, this evolution indicates gradual alignment with national carbon-neutrality targets.
This positive trajectory is particularly relevant given that climate change constitutes one of the
most significant intergenerational risks at global level.

In the forest and biodiversity dimension, continuous improvement is also observed, with
the index increasing from 0.37 in 2016 to 0.59 in 2023. This positive trend results from the
combined contribution of the two sub-indicators used: (i) an increase in the carbon-sequestration
potential of Portuguese forests, associated with a positive net balance in the LULUCF sector; and
(i) growth in the number of FIZ, which serves as a proxy for improved forest-management
quality. These results contrast with the negative effects recorded after the 2017 wildfires and
highlight a gradual ecological recovery of the territory.

By contrast, the sub-dimensions related to resource use remain the most critical. The
circular economy index deteriorated sharply, falling from 0.39 in 2016 to 0.24 in 2023, reflecting
divergence from national and European targets for waste reduction and recovery. The water
consumption index also followed a downward trajectory, decreasing from 0.56 in 2016 to 0.39 in
2023, despite 2023 being a hydrologically favorable year. This suggests that structural pressure
on water resources remains high, even in periods of relative abundance. The water pollution
dimension remained relatively stable throughout the period, with only limited variation (from
0.70 in 2016 to 0.63 in 2023), which may indicate stagnation rather than progress despite its
strategic importance for ecological and hydrological security.

The environmental 1JI, which aggregates the five sub-dimensions, reveals a concerning
pattern of stagnation. After a slight recovery between 2016 and 2017, values fluctuated between
0.36 and 0.43, standing at precisely 0.43 in 2023. This pattern reinforces the importance of
maintaining continuous and systematic monitoring of the main environmental pressures
associated with human activity, using updated indicators that remain comparable over time.
Regular monitoring allows an assessment of whether Portugal’s development trajectory is
converging with its long-term commitments and with the principles of intergenerational justice
embedded in the implicit social contracts between generations.
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Graph 2 - Evolution of standardised indicators and the intergenerational justice index in the area of the
environment and natural resources.

3.5 Public policies and intergenerational justice

In the set of sub-dimensions analysed, the fight against climate change stands out
positively, reflecting the cumulative effects of public policies implemented over the past decade.
The transformation of Portugal’s energy mix, with a marked reduction in dependence on coal and
oil and a growing reliance on renewable energy and natural gas, has contributed decisively to the
decline in greenhouse gas emissions. The closure of the last coal-fired power plants in 2021
represents both a symbolic and a substantive milestone in this process, even though it entailed
costs for the energy trade balance. National projections indicate that the 2030 targets are expected
to be met, notably through a 55 percent reduction in GHG emissions relative to 2005 levels.
Nonetheless, additional public policies will be required to secure the trajectory towards carbon
neutrality in 2050. In this context, annual monitoring of indicators such as those proposed here is
essential to assess the consistency of adopted measures with the commitments undertaken.

In the forests and biodiversity sub-dimension, the analysis focused on forest management,
assessed through the area covered by Forest Intervention Zones and the net contribution of the
forestry sector to carbon sequestration. Despite the wealth of studies and recommendations
produced in the aftermath of successive wildfire events, practical implementation has been
limited. Improving the cadaster and the quality of forest information is a necessary but insufficient
condition. Achieving national and European objectives will require, on the one hand, stronger
incentives for forest owners to join Forest Intervention Zones and, on the other, the effective
implementation of public policies that recognise the multifunctional role of forests— not only as
an economic asset, but also as a guarantor of biodiversity and a central instrument for carbon
neutrality. It is important to recall that meeting the 2050 goal will depend, to a significant extent,
on the forestry sector’s contribution to the net emissions balance.

Despite progress in decarbonisation and forest management, the circular economy
remains one of the most pressing environmental challenges in Portugal. The country has struggled
to decouple economic growth from waste generation and to adopt effective upstream prevention
measures. The stagnation of recycling rates and the persistent rise in waste production suggests
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that existing policies have been insufficient to alter the structural pattern of consumption and
disposal. The National Waste Management Plan (PNGR), aligned with European commitments,
set ambitious targets for waste reduction and recovery, but implementation has fallen short.
Widespread non-compliance with PNGR 2020 targets led to a downward revision in PNGR 2030,
approved late and without a clearly articulated strategy to strengthen prevention and reuse. This
pattern of adjusting targets in response to failure undermines policy credibility and weakens the
intergenerational commitment to protecting natural capital.

The central challenge for public policy lies in reversing this trajectory through the
promoting prevention instruments, incentives for upstream reduction, and the creation of effective
markets for recycled materials. Without structural measures that make circularity economically
advantageous, Portugal is likely to remain trapped in a waste-management model centered on
impact mitigation rather than genuine sustainable transformation.

In the domain of water resources, the indicators point to a concerning stagnation in
progress towards the objectives of the Water Framework Directive (2000/60/EC). This directive
establishes demanding goals, including the progressive reduction of groundwater pollution, the
sustainable provision of good-quality water, and the protection of aquatic and terrestrial
ecosystems dependent on water. Nevertheless, water quality remains compromised, largely due
to intensive agricultural practices, which have changed little over the past decade. Excessive
fertiliser use and the absence of effective mitigation measures continue to be the primary drivers
of groundwater degradation.

Regarding water consumption, recent trends reveal levels of use close to the limits of
sustainability, even in hydrologically favourable years such as 2023. This suggests that existing
economic incentives do not encourage prudent management of water availability but instead
support intensive use driven by market logic. Moreover, Portugal’s water-reuse rate remains
extremely low (around 2 percent), far below national and EU objectives. The absence of effective
incentives and the slow implementation of reuse infrastructure contribute to this shortfall.

Finally, it is important to highlight that climate change exacerbates all water-related
challenges. The increasing frequency and duration of droughts will require more resilient and
sustainable water management strategies, including closer scrutiny of water-intensive tourism
projects located in regions experiencing hydric stress, as well as rigorous environmental-impact
assessments for large, highly water-intensive monoculture agricultural operations. Preserving
existing water capital will not suffice: intergenerational justice requires that it be strengthened to
confront a future that may be significantly more adverse.
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4. Intergenerational Justice Index: health'?

4.1 The dimension of health

Health, understood as physical, mental, and social well-being, is more than the absence
of disease: it is a fundamental human right and a resource that sustains personal fulfilment, civic
participation, and social productivity (UN, 1946; WHO, 1984, 1978). As both a collective and an
individual good, health is shaped by social, economic, and environmental determinants, acting
simultaneously as a reflection and a driver of a community’s living conditions.

The notion of health capital, developed by Grossman (1972), offers a useful lens for
understanding this dynamic. Each individual is born with a stock of health which, though subject
to depreciation over time, can be strengthened through medical, social, and environmental
investments. In a static view, this capital is non-transferable; however, in a dynamic approach, it
is shaped by pre-natal and post-natal conditions — from maternal health and early childhood
experiences to the physical and social environments of adulthood — revealing forms of
permeability in the creation and shaping of health capital.

It is within this framework that the concept of intergenerational health emerges,
recognising that the well-being of one generation is intrinsically linked to that of its predecessors
and shapes the opportunities of its successors. Transmission is neither direct nor market-based,
but occurs through biological, social, and economic pathways. The literature shows that socio-
economic advantages — such as income, education, and support networks — accumulate health
benefits that persist across generations, while inequalities and adversity translate into durable
disadvantages (Marmot, 2005; Ahlburg, 1998; Halliday et al., 2020). Intergenerational health thus
reveals the interdependence between social justice, equity, and public policy.

From a macroeconomic perspective, the relationship between health and economic
growth is circular: healthy populations enable higher productivity, while economic expansion
creates conditions that improve the determinants of health (Bloom 2008, 2018; Lange, 2017). Yet
this reciprocity is sensitive to economic crises, structural inequalities, demographic change, or
global phenomena such as climate change and pandemics, which may reverse gains and
compromise the transmission of health capital between generations (Mayer-Foulkes, 2004).

From a microeconomic and individual or family perspective, factors such as housing
quality, education, the agro-food system, or working conditions shape differentiated life-course
health trajectories with cumulative effects (Dahlgreen & Whitehead, 1991). The health system
plays a crucial role by responding (or failing to respond) to health needs, influencing not only
current population health levels but also intergenerational health equity. Policies focused on
maternal and child health, prevention, and the reduction of inequalities are therefore strategic
investments in the future health of the population.

In sum, intergenerational health is a concept that connects biological, social, and
economic dimensions in a longitudinal perspective. More than describing a transmission process,

12 The methodological developments underlying the 1JI in the health domain may be consulted with the
author, Aida Isabel Tavares. The policy paper currently in preparation will develop this chapter in greater
depth and with additional data. It will soon be available on the Institute of Public Policy’s website dedicated
to the project: https://www.ipp-jcs.org/en/inter-generational-justice-index/.
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it points to a collective responsibility across time: ensuring that each generation bequeaths not
only more years of life to the next, but above all better conditions in which to live well.

4.2 Sub-dimensions

The IJ1 in health comprises two fundamental dimensions: health capital and health system
coverage, as illustrated in figure 2. Within each of these dimensions several sub-dimensions are
included.

The sub-dimensions within health capital are the following:
i) Quantity of life

Quantity of life is measured by life expectancy at birth (LEB). Its growth over time
reflects a positive accumulation of health capital, signaling that new generations benefit from
better living conditions and care than previous ones.

ii) Quality of life

Quality of life is measured by healthy life expectancy at birth (HLEB). An increase in
HLEB reflects real gains in health, although not necessarily aligned with those of LEB, since both
indicators capture distinct dimensions of population health and well-being.

iii) Mental well-being

Mental well-being is measured by the consumption of anxiolytics and antidepressants
(CAA). Its increase suggests a worsening incidence and prevalence of psychological and
emotional problems in current generations compared with former ones. It may also reflect higher
health literacy and more frequent diagnosis of mental illness.

The sub-dimensions within health system coverage are the following:
iv) Access to health care

Access to health care captures two relevant inputs for intergenerational health: unmet
health needs and household health expenditure. Unmet health needs (UHN) reveal limitations in
universal coverage and generate negative effects on future health capital, signaling persistent
inequalities in access. High levels of household health expenditure (HE) reflect weaknesses in
financial protection and inequalities in access, disproportionately affecting generations with fewer
resources and reducing disposable income available for other essential needs.

v) Orientation of the health system

The orientation of the health system captures the time-profile aspect of health
expenditure, particularly spending on preventive care activities that seek to avoid or reduce the
incidence or severity of accidents and diseases, as well as their complications and sequelae.
Expenditure on Disease Prevention (EP) reflects a future-oriented approach and, when showing
an upward trend, signals investment in the future, since it generates benefits for current and
especially future generations.

22



WHAT FUTURE ARE WE LEAVING TO THE NEXT GENERATIONS?

1T health

Healthcare

Health Capital .
coverage

Mental well-
being

Quantity of
Life

Access to Health system

Quality of Life health care orientation

Life Health life Consumption

Household
health
expenditure

Unsatisfied
health needs

Expenditure

expectancy at expectancy at o
P y P y on prevention

birth birth anndepr.essar_ltf
and anxiolytics

Figure 2 - Sub-dimensions and indicators of intergenerational justice in the area of health.

4.3 Indicators

The following lists the indicators that measure each of the subdimensions of the IJI in
health.

-LEB measures the average number of years expected to be lived from birth, given current
mortality conditions.

-HLEB complements LEB by integrating quality of life, measuring the years expected to
be lived without disease or moderate-to-severe disability.

-CAA is used as an indicator of mental health status'® and is measured by ‘defined daily
doses per 1 000 inhabitants per day’, that is, the average maintenance dose assumed per day for a
medicine used in its main indication in adults.

-UHN measure the percentage of people who did not access healthcare due to financial,
time, or transportation barriers.

-HE corresponds to households’ out-of-pocket payments as a percentage of total health
expenditure, that is, expenditure paid from family budgets.

-EP measures spending on preventive activities, which are essential to reduce the
incidence and severity of diseases. The preventive care included in this category comprises those
aimed at avoiding or reducing the number or severity of accidents and diseases, as well as their
complications and sequelae. The accounting of this expenditure follows the System of Health
Accounts SHA2011. This indicator is calculated'* as a deviation (DP Deviation) from the average

13 In the previous edition of this index, mental health status was measured using an indicator of mental
illness prevalence in the population, which has been discontinued.

14 In the previous edition of this index, this indicator was measured using national expenditure on health
activities related to preventive care. In this sense, the indicator values are not comparable.
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level of preventive expenditure in EU countries with tax-funded health systems, that is, National
Health Services (NHS) (Denmark, Ireland, Spain, Italy, Latvia, Malta, Finland and Sweden).

4.4 Results

In Table 3 the normalized data for each indicator are presented, and the last column shows
the 1JI value for the health area.

Unmet health Household Prevention Life Healthy life Cor}sumptlon of U1

Years health . expectancy expectancy antidepressants

care needs . expenditure ) . A . health

expenditur at birth at birth and anxiolytics
2016 0.12 0.52 0,13 0.46 0.39 0.83 0,35
2017 0.26 0.51 0,13 0.48 0.43 0.81 0,38
2018 0.56 0.47 0,12 0.48 0.52 0.76 0,41
2019 0.74 0.38 0,12 0.51 0.55 0.65 0,41
2020 0.92 0.52 0,16 0.50 0.60 0.55 0,45
2021 0.83 0.56 0,70 0.50 0.59 0.42 0,57
2022 0.50 0.64 0,72 0.50 0.59 0.30 0,51
2023 0.14 0.49 0,32 0.53 0.58 0.20 0,35

Table 3 - Evolution of standardised indicators of intergenerational equity in health.

Note: Health 1JI values approaching 1 suggest intergenerational health advantages for future generations, whereas
values approaching 0 indicate intergenerational health disadvantages for future generations. Standard deviation from
the mean of prevention expenditure among EU countries with tax-funded health systems.

In the Graph 3, the evolution of the indicators over time is presented in values normalized
using the min—max method. The interpretation of this evolution is based on the method used to
normalize the values. Thus, when the values approach zero, an unfavourable evolution for future
generations is observed, and when the values approach one, the opposite occurs and there is a
favourable evolution for those generations.

Over the period 2016-2023, both life expectancy indicators reflect higher values and
therefore higher levels of health capital that will be inherited by younger generations — although
these improvements are consistent over time, they are neither abrupt nor of great magnitude; as
for the CAA, there is a persistent evolution unfavourable to upcoming generations. In turn, the
access indicator shows that, since the COVID-19 pandemic (a turning point), there has been a
deterioration in access to health care, with a negative impact on intergenerational justice. Finally,
the difference in EP relative to the average prevention expenditure of European countries with
NHS systems shows that there is, on average, an evolution favourable to intergenerational justice
when compared with the period prior to the pandemic. In fact, after a period of stagnation, there
was a substantial increase in public spending on prevention, especially between 2020 and 2021,
allowing for a closer alignment with the average of European countries with NHS systems.
However, after that period a slight deterioration occurred, to the detriment of intergenerational
justice.
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Graph 3 - Evolution of standardised indicators and the intergenerational equity index in the area of
health.

Note: Values of the indicators and of the index that approach 1 suggest intergenerational health
advantages for future generations, whereas values that approach 0 indicate disadvantages.

The IJI in the area of health presents two sub-periods: one before the COVID-19
pandemic and another after it. Before the pandemic there is a tendency towards a benefit for future
generations, and after the pandemic this trend reverses, returning to 2016 levels. The role of this
period in the evolution of the different indicators of this index cannot be ignored and a relationship
must be acknowledged between the indicators and the COVID-19 pandemic between 2020-2023
(WHO, 2023). This relationship is especially evident in the performance of the health system with
regard to access, which, since 2021, has been marked by greater difficulty for the population in
using NHS medical care. Also visible and well known is the sharp increase in public spending on
prevention during the pandemic, which represented a turning point, with this trajectory
influencing the performance of the sectoral 1J1, which followed it. This increase was not a national
exception, having been observed across most European countries, resulting from expenditure
associated not only with the pandemic period itself but also with the measures aimed at protecting
public health.

4.5 Public policies and intergenerational justice

Health constitutes a cross-cutting dimension of all public policies, as enshrined in the
Health in All Policies approach. The Sustainable Development Goals reinforce this perspective
by integrating health into areas as diverse as the environment, education, labour or urban planning.
Such cross-cutting integration, while essential, makes it more difficult to identify specific policies
with a direct and measurable impact on health, thereby requiring a systemic reading of the
determinants that shape population well-being over time and across generations.

In the Portuguese context, several recent measures highlight this intergenerational
vocation. Among them are policies on salt reduction in bread, sugar regulation in beverages and
restrictions on tobacco use in public places, initiatives centered on prevention whose benefits will
unfold in the future. The creation of the Secretariat of State for Health Promotion, in the XXIII
Constitutional Government (2022-2024), aimed to design programmes to improve population
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health through prevention, the promotion of healthy lifestyles and the strengthening of health
literacy. On the other hand, the reinforcement of spending on prevention, which has occurred
mainly since the COVID-19 pandemic, may be regarded as a structural investment in the health
capital of younger generations.

In this line of public policy action, the Mental Health Reform, in force since August 2023
(Mental Health Act: Law No. 35/2023), prioritised community teams and the requalification of
inpatient care, and has the potential to reduce the prevalence of mental illness and strengthen
psychological health in the long term. Moreover, the funding under the Recovery and Resilience
Plan (RRP), among other objectives, aimed to create 15 integrated responsibility centers, upgrade
the facilities of 20 existing local mental health services and create 40 community mental health
teams with the ratios defined in the National Mental Health Plan (1 per 200,000 inhabitants for
adults and 1 per 100,000 in childhood and adolescence) (Ministry of Health, 2025). Unfortunately,
the absence of evaluation of implemented policies is common in Portugal, even when some
objectives are achieved, such as decentralisation, greater proximity of care and expansion of
inpatient facilities in general hospitals.

Despite the implementation of measures and policies with effects on intergenerational
health, structural gaps persist that threaten equity across generations. The shortage of general
practitioners in family health units undermines the coverage of primary health care. The lack of
access to basic care, affecting a wide share of the population and vulnerable groups, risks
accumulating more years of life lived with lower quality, thereby penalising younger generations
in the long run.

In this context, promoting intergenerational justice in health requires policies grounded
in four fundamental pillars: ensuring financial protection and universal access to healthcare
throughout the life course; investing in policies directed at childhood and youth, expanding the
health capital of upcoming generations; creating healthy physical and social environments that
reduce risks from conception onwards; and, finally, developing mechanisms for monitoring and
evaluating the long-term effects of adopted policies. Instruments such as the World Health
Organization’s Health Equity Assessment Toolkit and the Framework for Intergenerational
Fairness (SOIF, 2021) already offer applicable methodologies for the systematic assessment of
these impacts.

The work of the international initiative PHSSR — Partnership for Health System
Sustainability and Resilience (Oliveira et al., 2022) for Portugal reinforces this diagnosis by
proposing a set of 43 health policy recommendations. Among them, those centered on health
promotion at the municipal level, on strengthening health literacy through cross-sector campaigns
and on regulating harmful commercial practices, such as advertising and easy access to unhealthy
products, deserve particular attention. The decentralisation of competences to municipalities may,
in this regard, foster responses that are closer to and more tailored to communities, ensuring that
prevention and health promotion reach different population groups equitably.

It is also important to recognise that policies outside the health sector strictly speaking
have decisive effects on intergenerational health. Measures such as extending paid parental leave,
universal access to childcare or early childhood stimulation programmes help strengthen the
foundations of human capital and, consequently, health capital. The EU has played a relevant role
in this area through labour legislation encouraging the reconciliation of work and family life, and
through programmes such as EU4Health (European Commission, 2021). International
experiences, such as the adoption of parental leave quotas for fathers in Nordic countries, or the
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recent partnership between the European Commission and UNICEF to promote children’s
physical and mental health, offer concrete examples of policies that articulate social equity with
long-term public health (Eurochild, 2025). Thus, conceiving public health policies from an
intergenerational perspective requires an integrated, preventive and cross-sectoral approach
capable of articulating sectoral and temporal dimensions. It is not only a matter of improving
present health indicators, but of creating structural conditions so that future generations inherit
more and better health. Such an ambition implies rethinking priorities, strengthening the
preventive capacity of systems and developing metrics that assess the far-reaching effects of
today’s decisions. It is within this commitment to equity, sustainability and social justice that the
true potential of intergenerational health policies lies.
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5. Intergenerational Justice Index: labour market'

5.1 The labour market dimension

As noted in Chapter 2 of this report, the term generation may refer to two distinct
concepts: cohorts or age groups. A detailed analysis of intergenerational justice between
generations (cohorts) would be more appropriate, but it would require a longitudinal analysis of
data covering the entire life cycle of each generation, meaning a very extensive amount of data
and an analytical complexity that does not allow for annual monitoring of intergenerational
justice. In the labour market dimension, we consider several indicators focusing on variables
reported for younger generations (age groups). There are two additional arguments for doing so.
If we observe that certain indicators for the same age group worsen over time — meaning
successive cohorts, while young, are worse off — it is highly likely that those respective
generations (cohorts), considering their entire life cycle, experience a reduction in their level of
well-being.'® Consider, for example, unemployment and labour precariousness. A trend of higher
youth unemployment and greater youth precariousness tends to have scarring effects throughout
life and therefore affects the entire life cycle of new cohorts.

It is important to clarify the theoretical framework underlying the analysis of
intergenerational justice in the labour market, which justifies the selection of specific indicators.
Rawls’s theory of justice (1971) uses the concept of the original position, in which individuals do
not know who they are — they stand behind a “veil of ignorance” — to derive principles of
justice. It is easy to argue that, standing behind a “veil of ignorance” regarding what gender we
are or will be as members of any generation, we would hardly accept a wage inequality based on
gender. In other words, we can argue that the path towards greater intergenerational justice must
necessarily involve greater equality in hourly wage remuneration between women and men.

More challenging is the discussion of how to consider, from an intergenerational
perspective, the deepening of certain inequalities between different cohorts while young.
Whenever variations in a given variable depend both on changes in factors exogenous to
individuals (labour demand) and on changes in endogenous factors (individual preferences over
the work—leisure trade-off), it would be useful to distinguish between these two effects, since only
the former is a potential source of intergenerational injustice — something that is not always
possible.

In the same spirit, regarding labour stability — understood as non-precariousness — we
can use the Rawlsian argument that any individual would prefer the security of an open-ended
contract to the insecurity of a fixed-term contract. For the simple reason that an open-ended
contract may be terminated (with prior notice), whereas a fixed-term contract is, by nature,

15 The methodological developments underlying the 1JI in the labour market area can be consulted with
the authors, Paulo Trigo Pereira and Guilherme Ferreira. The policy paper they prepared develops this
chapter in greater depth and with more data. It will soon be available on the Institute of Public Policy
website dedicated to the project: https://www.ipp-jcs.org/en/inter-generational-justice-index/. Taking into
account the analysis carried out in the previous IJI Report (Pereira et al., 2023), some indicators were
changed in order to make them more consistent with those used internationally (e.g. the age group
considered). This entails small adjustments to the values presented in that report. In any case, as explained
in Chapter 2, we rebuilt the entire series and the indicator for the 2016-2023 time window.

16 To prevent this from happening, it would be necessary for later generations (cohorts) born later in
life, in adulthood or old age, to perform much better on these indicators than their predecessors in order to
compensate for the disadvantage of the younger generations. However, this is highly unlikely in the labour
market in particular, but also in other areas analysed in this report.
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insecure. Thus, it seems justified to pay special attention to the variable fixed-term contracts when
assessing intergenerational (in)justice.

Finally, human capital passed on to successive cohorts is also relevant, based on the idea
that one should transmit to the following generations a level of capital at least equivalent to that
received from previous ones. Here, too, there is a dimension not to be overlooked. It is important
that this potentially greater human capital of new cohorts is reflected, among other factors, in a
higher wage premium derived from this higher level of education.

5.2 Sub-dimensions
The 1JI in the labour market area for Portugal is divided into five sub-dimensions, namely

labour stability, employment, emigration, gender wage equality and human capital!’.

Labour market

1
Employment stabilit Employment Gender pay equality Human capital

Percentage of

Number of young
unemployed young

Percentage of
fixed-term jobs in|
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Figure 3 - Sub-dimensions and indicators of intergenerational justice in the labour market domain.

Labour market stability increases as the proportion of open-ended contracts offered to
young workers rises. Despite some debate regarding the preference of younger generations for
more flexible employment arrangements, the idea that job stability remains a socially valued good
continues to be well supported. This is further reinforced by Nunes et al. (2023), who show that
a higher share of temporary contracts exposes young people to greater unemployment risk during
economic downturns. Likewise, Lopes (2020) demonstrates that the employment security
inherent to permanent contracts significantly increases the probability that a female worker
becomes a mother for the first time.

Employment levels are strongly influenced by the macroeconomic context, particularly
the expansions and recessions of economic activity. Young people are typically the most affected
by external shocks, instability and economic crises, as illustrated recently during the COVID-19
pandemic. Unemployment at the moment of entry into the labour market is decisive for career
choices and for individuals’ trajectories thereafter. High youth unemployment has damaging

17 These sub-dimensions are consistent with the frameworks established by the European Commission’s
recent Next Generation EU policy package, which sets as its ambition a future labour market for young
people characterised by opportunities, stability, fairness and the valorisation of knowledge.
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effects at the start of working life, potentially constraining decisions, shaping professional paths,
and increasing future difficulties in securing employment.

Regarding the sub-dimension of emigration, the premise is that young people are more
likely to emigrate when the labour market in which they participate is less attractive. This
conclusion is consistent with several studies, such as Bartolini et al. (2023), which show that
young Portuguese migrate mainly in search of better professional opportunities (in both income
and career progression) and better living conditions.

Gender wage inequality can generate intergenerational injustice both at labour market
entry and throughout adult life, particularly due to the impact of family responsabilities, which
have traditionally imposed greater constraints on women’s professional advancement. For
example, Duarte et al. (2010) argue that the underrepresentation of women in higher-paying
occupations and positions is one of the main drivers of the gender pay gap, and that increased
male participation in domestic and childcare duties has a mitigating effect on this inequality.

Finally, in the human capital sub-dimension, the literature shows that the wage premium
associated with higher qualifications benefits younger cohorts by granting access to a labour
market increasingly oriented towards technology and knowledge, thereby fostering greater
employment stability and better prospects for career progression. Moreover, access to higher
education has been documented as a vehicle for “social uplift” (Chaves & Morais, 2014). This is
particularly relevant in an economy such as Portugal’s, where economic inequalities at birth have
been, recognisably, increasing'®.

5.3 Indicators

Each sub-dimension corresponds to a relevant component of the labour market and it is
represented by normalised indicators that allow for a detailed and dynamic analysis of its
evolution across generations. These indicators vary between 0 and 1, with values close to 1
signalling greater intergenerational fairness, and values close to 0 indicating the opposite.

The labour stability sub-dimension is measured through the indicator of young people
aged 15 to 29,” inclusive, with fixed-term contracts, using annual data from Eurostat. It is
calculated on the basis of the difference between the three-year moving average of the proportion
of young workers in Portugal with temporary contracts and the minimum value of the series
recorded between 1995 and 2023 (21.3% in 1995). This difference is then assessed against the
range between that minimum and the maximum value recorded over the same period (53.3% in
2016). The higher the proportion of fixed-term contracts among young workers, the lower the
value of the labour stability sub-dimension.

The employment sub-dimension is based on the youth unemployment rate for individuals
aged 15 to 29, inclusive, using annual data from Eurostat. The indicator is calculated by
comparing the three-year moving average of the youth unemployment rate with the minimum
value of the series between 1995 and 2023 (6.3% in 2000). This difference will then be compared
with the range between that minimum value and the maximum value in the series (29.1% in 2013).

18 According to the World Inequality Database (n.d.), in 2023, the net wealth of the poorest half of the
population was 22% lower than in 1995. Over the same period, the net wealth of the richest 10% increased
by 3%, while that of the richest 1% grew by 6%.

19 Preferred age group to represent the “young” generation in this study, as also used by the EC initiative
in Youth Employment Support (2025).
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The higher the share of unemployed young people, the lower the value of the employment sub-
dimension.

The emigration sub-dimension results from the number of young Portuguese who
permanently emigrated between the ages of 15 and 29, inclusive, based on annual data from
Eurostat. The indicator is calculated as the difference between the three-year moving average of
the number of young Portuguese emigrants and the minimum value of the series between 2008
and 2023 (9,153 in 2009). This difference is then assessed over the period between that minimum
and the maximum value (24,084 in 2013). The greater the number of permanently emigrated
young people, the lower the value of the emigration sub-dimension.

The gender pay equality sub-dimension is measured by the pay ratio between women and
men. It is calculated using the ratio of the average real monthly hourly earnings of women to that
of men, for each year, at constant 2012 prices, for workers aged 18 and over. The data come from
the Social Security Personnel Records (Quadros de Pessoal), and the earnings considered include
gross base pay and regular payments such as overtime pay, bonuses, premiums or length-of-
service increments.

As for human capital, this sub-dimension uses two indicators. One relates to the level of
qualifications and it is based on the proportion of graduates in the employed population in
Portugal relative to a European benchmark given by the average share of graduates in the
employed population across EU countries. The other indicator is the wage premium earned by a
young worker with higher education, measured as a function of the wage ratio between workers
with higher qualifications and those without. It uses the average real monthly hourly earnings, at
constant 2012 prices, of qualified and non-qualified workers aged 20 to 29, inclusive. The data
come from the Social Security Personnel Records, and the earnings considered include gross base
pay and regular payments.

Finally, the aggregated 1JI indicator for the labour market dimension is calculated using
the unweighted geometric mean of these five sub-dimensions: labour stability, employment,
emigration, gender pay equality and human capital.

5.4 Results

Table 4 presents the results of the 1JI in the labour market dimension, as well as the values
for intergenerational fairness in each of its five sub-dimensions, for the observation period
covering the years 2016 to 2023, inclusive.

As we can observe, over the period between 2016 and 2023, there was a significant
improvement in intergenerational justice in Portugal’s labour market, reflected by the rise of the
labour market IJI from 0.35 in 2016 to 0.56 in 2023. Although the proportion of precarious
contracts among young people remains high compared to its historical minimum, this clear
improvement reflects markedly the increase in job stability, but also the reduction in emigration®
and unemployment, mainly over the period preceding the pandemic crisis. Being less expressive,
the positive evolution of working conditions was also felt among female workers, whose average
wages approached those earned by men. As for human capital, this results from two distinct
contributions. Qualification levels increased during the period, with Portugal approaching the

20 A reduction in youth emigration is reflected in a higher value of the index, as it is expected to improve
the well-being of new cohorts.
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European average. However, with regard to the wage premium for holding higher qualifications,
this did not show abrupt changes, despite its slight downward trend until 2020.

Years Efgggzlt:nt Employment | Emigration G:gﬂ::ig’ay Human capital IJ;L;TI)(Z:H
2016 0.12 0.31 0.37 0.78 0.61 0.35
2017 0.09 0.43 0.54 0.79 0.58 0.37
2018 0.10 0.55 0.64 0.80 0.57 0.41
2019 0.13 0.66 0.73 0.80 0.59 0.46
2020 0.21 0.68 0.78 0.81 0.59 0.52
2021 0.27 0.65 0.81 0.81 0.61 0.55
2022 0.32 0.64 0.78 0.81 0.62 0.56
2023 0.33 0.66 0.68 0.82 0.61 0.56

Table 4 - Evolution of the indices in the intergenerational justice sub-dimensions in the labour market
domain (2016—2023).

1,00
0,90
0,80
0,70 \
0,60 =——

052 W6

0,50 w

0,40 03532

0,30
0,20

0,10
0,00
2016 2017 2018 2019 2020 2021 2022 2023
e Employment stability Employment e Emigration
Gender pay equality Human capital e[ J] labour market

Graph 4 - Evolution of normalized indicators and the Intergenerational Justice Index in the labour market
domain.

5.5 Public policies and intergenerational justice

After the negative impacts of the 2008 financial crisis and the financial assistance
programme to which the Portuguese economy was subject between 2011 and 2014, the labour
market conditions for new generations improved in Portugal.

Some structural fragilities, however, persisted. The youth unemployment rate fell
between 2016 and 2019, but rose again with the pandemic, remaining high and significantly above
the EU average (in 2023, 11.2% in the EU and 14.2% in Portugal). Hence, several active labour
market and training programmes have been implemented in recent years, such as the ATIVAR.PT
internship programme, the Youth Employment Initiative, Empreende XXI and hiring incentives.
However, youth unemployment — particularly among the less educated — has remained a long-
standing problem, with a detrimental impact on the generation that entered the labour market
during or after the pandemic.
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Particularly on ATIVAR.PT, this is a policy package designed to facilitate the integration
of young workers and unemployed individuals into the workforce through internships and
practical training opportunities. The programme was evaluated by the OECD in 2024, which
concluded that it had been effective in strengthening short-term employment and earnings for
young people and the unemployed in Portugal, with particular benefits for individuals with lower
levels of education and those living in non-urban areas. Still, its long-term impacts require further
analysis.

On the labour-market-stability sub-dimension, significant improvements were recorded
from 2018 to 2022. Despite this, the proportion of temporary contracts among young Portuguese
workers remained high, especially when compared with European averages. In 2023, 42.9% of
young workers in Portugal had temporary contracts, compared with an EU average of 34.5%. To
counter this trend, public policies aimed at promoting open-ended contracts were launched,
including the aforementioned ATIVAR.PT, which encouraged permanent hiring after internships
through instruments such as the ATIVAR.PT Employment Award.?! The OECD evaluation
(2024) noted, however, that there were difficulties in measuring its actual impact due to data
limitations. More recently, in 2023, the Agenda do Trabalho Digno was implemented, introducing
arobust set of measures specifically designed to combat youth precariousness, the results of which
will need to be assessed in the coming years.

This context of considerable instability in employment relationships may also help
explain the persistently high levels of youth emigration in Portugal. After the post-2016 decline,
the number of young people choosing permanent emigration rose significantly again after the
pandemic. Although public initiatives exist to retain young people and encourage the return of
those who emigrated — such as tax incentives under the Programa Regressar, tuition-fee
reimbursements and housing support — the wages offered in the Portuguese labour market remain
insufficient to meet housing costs, thereby adding to the factors pushing young people to emigrate.

Finally, regarding the gender pay gap, several public policies have been implemented to
increase transparency in companies regarding gender-based pay practices and to strengthen
enforcement by the Autoridade para as Condi¢des do Trabalho. There is, however, still a long
way to go towards equality, particularly in the private sector.”? Nonetheless, as a positive
development, aggregate wage differences between women and men in Portugal remain
significantly below the average for EU countries.

2! Incentivo financeiro as empresas que celebrassem um contrato sem termo com os estagidrios
recebidos ao abrigo do programa.

22 According to the adjusted wage inequality indicator published by Eurostat (2025), in 2023, women
employed in the Portuguese public sector earned, on average, 6% less than men, while in the private sector
this difference reached 17.7%. This disparity between the public and private sectors is the highest among
the 23 European states analysed for the publication.
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6. Intergenerational Justice Index: housing®’

6.1 The housing dimension

The worsening of inequalities and the disproportionate impact on younger generations
have gained increasing relevance in the political debate. Intergenerational justice has been
introduced into the agendas of the EU and the United Nations (UN). The EU intends to present,
in 2026, a comprehensive strategy for intergenerational equity, with the aim of introducing this
principle transversally across all its policies. The proposal seeks to promote solidarity between
generations and ensure that current decisions are taken fairly with regard to future generations.
Such equity should cover areas such as access to housing, climate justice and other sectors
essential to collective well-being (Euronews, 2025; European Commission, 2025).

Within the UN, the topic gained momentum with the report “Our Common Agenda”
(2021) and the Policy Brief “Thinking and Acting for Future Generations”, which revitalised the
idea of creating a UN Envoy for Future Generations. This proposal was reinforced in 2024, when
Member States approved the “Declaration on Future Generations”, annexed to the “Pact for the
Future”. Although the concept of a “Guardian for Future Generations” originates from the
Brundtland Report (1987), recent initiatives demonstrate a renewed commitment to integrating
intergenerational justice into public policy (United Nations, 2023).

What obligations do older generations have towards the young? This question lies at the
heart of the Intergenerational Commission’s report (2018) and is particularly relevant in the field
of housing. The concept of intergenerational justice has been discussed for several decades, but it
was the 2008 financial crisis that consolidated its analysis in the European context. Justice
between generations is based on the idea that the pursuit of well-being by current generations
should not compromise the opportunities for a good and dignified life for the generations that
follow (Morton, 2013). In most European countries, the 2008 financial crisis led to increased
unemployment, wage stagnation and reductions in public spending, disproportionately affecting
young people — especially in southern European countries (Gentili & Hoekstra, 2021).
Disparities between generations became more pronounced. Overall, older people benefit from
greater protection, as they are retired, receive pensions and are less exposed to labour market risks
such as unemployment. In addition, they often benefit from a relevant financial asset — home
ownership — acquired at a time of strong housing promotion and rising property values.

In southern European countries, the housing crisis has had an even greater impact on
young people. The commodification of housing and the growing importance of real estate assets
as sources of security and well-being have reinforced intergenerational support for housing, as
well as intra- and intergenerational inequalities — within and between generations (Arundel &
Lennartz, 2019; Arundel & Ronald, 2021). Housing has become progressively less accessible for
young people (Heath, 2018; Roberts, 2020). They increasingly face problems accessing housing,

23 The methodological developments underlying the 1J1 in the area of housing can be consulted with the
authors, Romana Xerez and Paula Albuquerque. The policy paper they prepared develops this chapter in
greater depth and with further data. It will soon be available on the website of the Institute of Public Policy
dedicated to the project: https://www.ipp-jcs.org/en/inter-generational-justice-index/.
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struggle to afford housing costs, and remain in their parents’ homes more frequently and for
longer periods (Christophers, 2018; Byrne, 2020; Eurostat, 2020; Hoolachan & McKee, 201).

Due to high costs, the rental market has long ceased to be a viable option for a large share
of young people. The difficulty experienced by younger generations in accessing housing
therefore raises new issues and inequalities. Previous generations were able to invest in owner-
occupied housing, which strongly appreciated over time and now constitutes significant housing
wealth and security during retirement. Housing can be inherited and transferred between
generations, but the moment of property transfer tends to occur increasingly later, as a
consequence of rising longevity (Heath, 2018; Cook, 2021).

Recent research conducted in Portugal shows that, between 2004 and 2022, younger
generations exhibit significantly lower rates of access to home ownership — with or without
mortgage credit — compared with previous generations, as well as higher levels of renting.
Millennials face clear disadvantages relative to earlier cohorts, particularly Baby Boomers. This
disadvantage highlights the emergence of a new social risk: intergenerational housing inequality.
Responses to the housing crisis must therefore be designed from the perspective of a Sustainable
Welfare State and greater intergenerational justice (Xerez et al., 2025b).

6.2 Sub-dimensions

Housing

Effort with housing Overburdening of

or accessibility housing costs Autonomy

Percentage of
young people aged
25-34 living with

Housing dimension
of material
deprivation - group
<18 years old (%)

Housing .price- Housing cost
income index burden - 20-29 age
(2015=100) group (%)

their parents

Housing
overcrowding rate -
16-29 age group
(%)

Figure 4 - Sub-dimensions and indicators of intergenerational justice in the housing domain.

The LI developed in this study includes several dimensions, among which one is
associated with housing. With this dimension, the aim is to express inequalities between
generations in access to housing as a condition for the transition to an autonomous life. For this
purpose, the aggregation of four subdimensions is proposed: 1) affordability; 2) housing cost
overburden; 3) autonomy; and 4) housing conditions. For each subdimension, one or two specific
indicators are proposed, as will be analysed below.
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6.3 Indicators

The affordability subdimension aims to measure the housing effort given by the
relationship between housing prices and households’ disposable income and is composed of the
indicator house price-to-income ratio index. At present, the housing effort required of young
people is very high.

The cost-overburden subdimension includes the indicator housing cost overburden ratio,
which measures the percentage of individuals in their age group living in households where
expenses with rent, mortgage interest, maintenance, water, electricity, gas and sewage, and
housing taxes represent 40% or more of equivalent disposable income.

The autonomy subdimension uses as an indicator the share of young people aged 25-34
living with their parents. This indicator varies inversely with the percentage of young people
living in the parental home, since a higher percentage implies lower autonomy.

The housing conditions subdimension is composed of two indicators: the overcrowding
rate and the housing dimension of material deprivation. The overcrowding rate corresponds to
the percentage of individuals in their age group living in a dwelling with fewer rooms than the
minimum required for the composition of the household. The number of rooms is considered
adequate when there is one common room, one room for each couple, one room for each adult,
one room for every two people of the same sex aged 12 to 17, one room for each person of a
different sex aged 12 to 17, and one room for every two people under 12 years old.

The housing dimension of material deprivation corresponds to the percentage of
individuals in their age group living in dwellings with one or more of the following problems: (1)
damp or leaks; (2) lack of natural light; (3) absence of a bath/shower; (4) absence of indoor
sanitary facilities.”*

The values of the sub-indicators in Figure 4 used for constructing the index are

Observed value — Worst value .
la ( (Bestvalue — Worst value) ), In which “best” and “worst” are

normalised according to the formu

taken from the perspective of the youngest age group. For almost all indicators, the comparison
set from which the “best” and “worst” values are selected includes the figures for Portugal and
for the Euro Area, from 2004 onwards. The exception is the indicator measuring the percentage
of young people aged 25-34 living with their parents, for which the comparison set is restricted
to Portugal, as it reflects a reality strongly shaped by country-specific cultural factors. The “best”
value considered for the overcrowding rate or for housing deprivation is zero.

To smooth the resulting series, the “observed values” correspond to the average of the
current year and the two preceding years, and the aggregation of the various sub-indicators is
carried out as follows: (i) the geometric mean of the two sub-indicators representing housing
conditions (Figure 4) is calculated to obtain the housing conditions indicator; (ii) the geometric
mean of the four indicators is calculated to obtain the index value for the housing dimension.
Equal weight is therefore assigned to the four indicators.

24 Following on from the above, the choice of indicators was based on several considerations: a) They
are distinct and do not overlap in terms of information; b) They are calculated regularly and by credible
institutions, or are easy to calculate from regularly available data; c) They provide information on the
relative position of generations in terms of housing.
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6.4 Results

well as the values obtained for the index in the Housing domain.

Table 5 presents the evolution of the normalised indicators between 2016 and 2023, as

Years Accessibility Overload Autonomy Housing conditions
Indicator
. Housing cost of young Housing .Hous,mg Geometric I
Housing people I dimension of .
L. burden overcrowding X mean of the housing
price-income o . aged 25-34 e . material
. indicator, age .. . indicator, age L. two sub-
index 20-29 living with roup 16-29 deprivation indicators
group their group group <18
parents
2016 0.81 0.38 0.48 0.35 0.14 0.22 0.43
2017 0.77 0.41 0.48 0.35 0.18 0.25 0.44
2018 0.69 0.50 0.48 0.34 0.18 0.25 0.45
2019 0.59 0.54 0.49 0.36 0.22 0.29 0.46
2020 0.45 0.64 0.41 0.39 0.25 0.31 0.44
2021 0.32 0.63 0.29 0.41 0.27 0.33 0.37
2022 0.18 0.65 0.19 0.41 0.27 0.33 0.29
2023 0.09 0.62 0.20 0.32 0.21 0.26 0.23

Table 5 - Evolution of normalized indicators of intergenerational justice in the housing sector.

Note: A normalised indicator closer to 1 reflects a situation more favourable to young people.

The values for 2020 and 2021 used in the indicator Housing Deprivation Dimension, group <18 are based on the latest
known value for housing-related material deprivation, assuming no change in the years for which no data were
published (2020 and 2021).

Accessibility

The house-price-to-income index measures the evolution of housing affordability. This
index tracks how house prices evolve in relation to disposable household income and is one of
the most important indicators of housing accessibility. On average, across the OECD, this index
increased steadily until the start of the pandemic and rose again significantly in the second quarter
0f 2020.

The OECD publishes this ratio for Portugal from 1995 onwards. The higher the cost of
housing relative to income, the worse the situation for younger generations, who are the group
most likely to be looking to buy a home.

In Portugal, the evolution of the house-price-to-income ratio — that is, housing
affordability — was favourable for those wishing to buy a home, especially young adults forming
families, until around 2013-2015. From then on, it began to deteriorate. This means that
throughout the period under review (2016-2023), affordability worsened consistently, with a
particularly sharp decline after 2018 (see Table 5).

Overburden

Housing cost overburden among young people aged 20 to 29 worsened until 2015 and
then began to improve, despite slight deteriorations in 2020-2021 and 2022-2023. Although both
accessibility and overburden indicators relate to individuals’ financial capacity, the situation of
young people over the period worsened according to the first and improved according to the
second.
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In fact, the information conveyed by both indicators is relevant and complementary, and
there is no requirement that they move together. The house-price-to-income ratio, which reflects
the ability to buy a home, is measured for the entire population, while most would-be first-time
buyers are young adults. In contrast, the overburden rate is measured exclusively for individuals
aged 20-29. Moreover, it does not measure the level of housing costs, but rather the percentage
of people whose housing expenses amount to at least 40% of their disposable income.

On the one hand, the rise in housing costs does not necessarily affect all parts of the
distribution equally. On the other hand, those who are unable to access housing because it is
unaffordable incur no housing costs at all.

Autonomy

This indicator has recently attracted significant attention as evidence of the worsening
housing situation. In countries where access to housing is more difficult, economic conditions
have worsened and house prices have increased. This pattern is especially pronounced in Southern
European countries, where the share of young adults staying in their parents’ home has risen
sharply, resulting in a decline in the normalised indicator.

Remaining in the parental home is no longer a choice but a constraint that young people
cannot overcome. Leaving the parental home is widely regarded as a key milestone in the
transition to adulthood. The timing depends on several factors, including studying, employment,
living with a partner, marriage and having children.

The trend of young adults (25-34 years old) staying longer in their parents’ home has
intensified, particularly in Southern Europe and especially in Portugal. Prolonged co-residence
has become a risk, undermining well-being and producing a new intergenerational trade-off. Late
emancipation is shaped by cultural factors but also by economic and political conditions that
hinder access to housing. It is widely cited as evidence of the relative disadvantage experienced
by today’s young people compared with previous generations.

Housing conditions

Regarding the housing conditions of young people, the financial crisis does not appear to
have had a negative effect. The proportion of 16- to 29-year-olds living in overcrowded dwellings
was initially high but improved steadily from the onset of the financial crisis. After a period of
stabilisation, further improvements were observed in recent years, except in 2022-2023.

Material housing deprivation among those under 18 fluctuated: it worsened up to the
financial crisis, improved thereafter, but deteriorated again in recent years, particularly in 2020—
2021 and 2022-2023.
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6.5 Public policies and intergenerational justice
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Figure 5 - Evolution of housing policy, 2006—2024.

Source: Prepared by the authors Romana Xerez and Paula Albuquerque.

Despite the fact that the housing data analysed in a previous study refer to 2006-2024, it
is important to mention earlier developments that shaped the evolution of the market and housing
policies during this period. From the early 2000s onwards, there was a significant shift in housing
policy in Portugal, with greater emphasis placed on renting rather than promoting home
ownership, which had predominated in previous decades. This shift was associated with the end
of subsidised youth credit in 2002, legislative incentives favouring the rental market, and the
broader liberalisation of the housing market introduced by the New Urban Rental Regime in 2006
(Figure 5) and the subsequent reforms in 2012, 2014 and 2017 (Xerez et al., 2019), as well as
rising housing prices. In parallel, the creation of the legal framework for Local Accommodation
in 2008 encouraged short-term rentals, closely linked to the growth of tourism, especially in major
urban centres (Mendes, 2021; Lima, 2024; Mendes & Tulumello, 2024). The promotion of renting
is also visible in the creation of the Porta 65 programme, designed to support young people’s
access to housing.

The second decade of the 2000s was marked by the consequences of the 2008 financial
crisis, the intervention of the Troika in 2011, and the Economic and Financial Adjustment
Programme in 2012, which led to a deterioration in housing affordability (the evolution of the
ratio between housing prices and income), especially from 2015 onwards. Foreign investment in
real estate (such as Golden Visa schemes) also intensified during this period.

In 2012, the “Social Rental Market” initiative (Figure 5) was introduced with the aim of
creating an intermediate rental market. The worsening financial difficulties of households led, in
2014, to the adoption of measures in the field of social housing, including schemes of
“conditioned rent and supported rental”.

Urban rehabilitation was strongly promoted through programmes such as “Rehabilitate
to Rent”, created in 2013. To reinforce this dynamic, the “National Fund for the Rehabilitation of
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the Built Environment” was established in 2016 to support rehabilitation projects aimed at rental
housing, especially in urban centers. However, rehabilitation largely focused on buildings
intended for tourism, contributing to processes of “touristification”.

In 2015, the “National Housing Strategy 2015-2031” was launched, proposing a long-
term intervention in the housing sector. However, the change of government led to its
discontinuation, compromising the implementation of the actions initially foreseen.

The severe and growing housing problems brought renewed attention to situations of
housing deprivation, such as overcrowding, and to discussions regarding rehousing needs. In
2017, the Portuguese Parliament recommended that the Government map rehousing needs and
create a new programme to ensure the right to adequate housing. In 2018, the programmes “1°
Direito” and “From Housing to Habitat” were created to support housing solutions for people
living in inadequate conditions. That same year also saw the emergence of the New Generation
of Housing Policies and new programmes such as Affordable Renting. The Basic Housing Law,
approved in 2019, established the foundations of the right to housing and the objectives of public
housing policies. Access to housing significantly affects the most disadvantaged groups with
lower incomes, but also other segments of the population, such as young people and even higher-
income families.

Unlike in previous decades, when housing was seen as a component of family wellbeing
and a form of wealth accumulation, this period witnessed a structural shift with political
implications. Governments began to pay greater attention to the issue, although the measures
adopted had limited impact on improving housing conditions. The end of this decade was marked
by the COVID-19 pandemic, during which exceptional and temporary measures were introduced
in response.

Support for real estate investment funds also emerged during this period through
measures such as REITs — Real Estate Investment Funds — created in 2019. Financing and
measures for rehabilitation were promoted, including the creation of the Financial Instrument for
Urban Rehabilitation and Revitalisation (IFRU, 2020). In 2018, the “Casa Eficiente 2020”
programme was created, providing financial incentives for subsidised loans for rehabilitation and
energy-efficiency projects, with a budget of €200 million, half of which guaranteed by the
European Investment Bank.

Difficulties in accessing housing, particularly affecting students in higher education, led
to measures such as the National Higher Education Housing Plan (PNAES), created in 2018.

In 2021, the Portuguese Recovery and Resilience Plan (PRR) was implemented,
integrating several housing-related measures within a set of reforms and investments defined by
each EU Member State to mitigate the economic and social impacts of the COVID-19 pandemic.
Portugal’s PRR, approved in 2021 and revised in 2023, assigned a central role to housing, creating
an autonomous component dedicated to the sector. In Component 2 — Housing, one reform (the
National Programme for Urgent and Temporary Housing) and six main investments were
foreseen: Housing Access Support Programme; National Stock of Urgent and Temporary
Housing; Social Housing in Madeira; Improvement of the Housing Stock in the Azores; Public
Stock of Affordable Housing; Affordable Student Housing. Among these, only the investment in
Affordable Student Housing specifically targets young people, although the remaining ones may
benefit them in certain circumstances. This measure, articulated with the PNAES, seeks to
accelerate the creation of regulated-price beds through the construction, adaptation and
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rehabilitation of student residences, prioritising State-owned buildings, higher education
institutions and municipalities.

In 2023, the PAS — Programme Rent to Sublet was created, aiming to rent properties on
the market and sublet them at affordable prices to vulnerable families, including young people up
to 35 years old.

Measures targeted at young people, particularly those promoting access to home
ownership, emerged in 2024 with the Public Guarantee on Housing Loans for Young People,
intended to support the acquisition of a first home by individuals aged 18 to 35, applying to
transactions up to €450,000. During this period, the measures of IMT and Stamp Duty exemptions
on first-home purchases were also introduced, together with a reformulation of the Porta 65
Programme.

Across almost two decades, housing policies were shaped by several crises and shifts,
including the 2008 financial crisis, the COVID-19 pandemic, and, more recently, the wars in
Ukraine and Gaza, as well as worsening energy and climate crises, all of which exacerbate
difficulties in accessing housing. In addition to these factors, strong foreign demand and rising
housing prices have further aggravated the housing crisis (Xerez et al., 2024; Xerez et al., 2025a).

Between 2006 and 2024, housing policy in Portugal underwent profound transformations.
There was a transition from a model centered on home ownership to one with greater emphasis
on renting, accompanied by market liberalisation and soaring prices. The end of subsidised credit
in the early 2000s, the introduction of the New Urban Rental Regime, the 2008 financial crisis
and the Troika intervention, as well as the expansion of tourism, deeply altered the housing market
and worsened access, especially for young people. Several programmes and measures — such as
Porta 65, the New Generation of Housing Policies, the Basic Housing Law (2019) and, more
recently, the PRR (2021) — sought to address these problems but had limited impact. The new
measures aimed at young people, introduced after 2023, represent an important initiative to
promote intergenerational fairness, which should be expanded and diversified.
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7. Intergenerational Justice Index: poverty and living conditions?

7.1 The dimensions of poverty and living conditions

The incidence of poverty within each generation constitutes a fundamental dimension in
the construction of an Intergenerational Justice Index (IJI). A higher level of poverty undeniably
represents an obstacle to building a fairer and more cohesive society.

How poverty affects different generations or age groups is crucial for identifying the main
determinants of poverty as a whole. In Portugal, as in most EU countries, the age profile of the
population in poverty?® has changed significantly over recent decades: the greater vulnerability of
older people up to the early 2000s has been replaced by an intensification of poverty among
children and young people. Since 2007, poverty rates for children and young adults have almost
always surpassed those of the elderly and even those of the overall population. If left unaddressed,
this shift in the age profile of poverty will reinforce its structural character in Portugal and may
significantly compromise today’s children’s opportunities and quality of life throughout their life
cycle.

This substantial change in the age profile of people in poverty helps explain why most of
the (few) studies analysing the impact of poverty on intergenerational justice—such as Hanton
(2016) and Hellmann et al. (2019)—focus on comparing poverty levels between young and older
populations rather than adopting a generational approach, although Duffy (2021) does incorporate
monetary income into a generational framework. Another strand that has gained relevance
concerns the intergenerational transmission of poverty, estimated through longitudinal surveys or
qualitative analyses of interviews with individuals experiencing poverty. Diogo et al. (2021),
using this latter method for Portugal, conclude that it is relevant for analysing the structural
dimension of poverty and its persistence across generations. However, applying such
methodologies to construct an index faces serious limitations, as it requires long-term longitudinal
tracking of individuals and families, which does not yet exist in Portugal.

Although there is broad consensus regarding the importance of poverty and living
conditions for the construction of an 1JI, defining how this notion links to a set of subdimensions
that meaningfully express the reality of poverty is considerably more complex. A first step is
recognising that the higher the level of poverty in a society, the lower the level of social justice.
Indeed, intergenerational justice assumes the identification of the resources, institutions and
values that society must protect and transmit to future generations in order to ensure conditions
conducive to human development.

In this context, the interpretation of the temporal evolution of living conditions becomes
especially relevant. Thus, a reduction in poverty over time should be viewed as an improvement
in the living conditions of younger generations, reflecting society’s ability to provide them with
better opportunities than those available to preceding generations. The selection of subdimensions
for the index should therefore consider the possibility of crossing data for the overall population

25 The methodological developments underlying the 1J1 in the area of poverty and living conditions can
be consulted directly with the authors, Carlos Farinha Rodrigues and Isabel Andrade. The policy paper they
have prepared explores this chapter in greater depth and with additional data. It will soon be available on
the Institute of Public Policy’s website dedicated to the project: https://www.ipp-jcs.org/en/inter-
generational-justice-index/.

26 On this change in the poverty profile in Portugal, see, for example, Rodrigues (2025) or Rodrigues et
al. (2013, 2016).
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with data for younger age groups. For example, in this study the incidence of monetary poverty
is analysed and compared across the total population and two age brackets: children aged 0—17
and young people aged 18-24.

Finally, the index is designed such that movement towards the ideal value unequivocally
represents an increase in intergenerational justice. However, defining the ideal state—that is, the
value of the index reflecting maximum intergenerational justice—is complex and may yield
different answers across subdimensions. In the case of poverty, for instance, defining the desirable
state is not straightforward: is it legitimate to aim for a society with zero poverty? The answer
depends strongly on the definition of poverty adopted, whether absolute or relative.

The solution adopted in this study is to define a target value for each subdimension by
taking as reference the best performances recorded in the EU. Thus, albeit somewhat arbitrarily,
the target is defined as the fifth-best value achieved among the 27 Member States in 2019. For
example, the target for the national poverty rate is 12.3%, the figure recorded by Hungary in 2019.
Choosing a single target value rather than an average aims to increase the ambition of the
assessment of each indicator’s contribution to the IJI. Moreover, the still-limited number of
available observations led to rejecting smoothing techniques (such as moving averages) for the
original time series.

The four subdimensions selected for the poverty and living conditions component of the
1JT are presented and discussed in the following section.

7.2 Sub-dimensions

The four subdimensions selected to characterise the evolution of the dimension of poverty
and living conditions, as well as their connection with the notion of intergenerational justice, are:

1. The real disposable income per equivalised adult.
2. The monetary poverty rate, officially adopted by the EU as the poverty indicator.

3. The material and social deprivation rate, which measures material conditions in the
context of the Europe 2030 Strategy.

4. The participation of young people in the education system, measured by the youth
participation rate in education and by the NEET rate (“Not in Employment, Education or
Training”, referring to young people who are neither working nor studying or in training).

The first subdimension aims to capture the economic resources available to the population
in general and to young people. It does not refer to individual income, but rather to the financial
resources accessible to each person considering the composition of their household, that is,
income per equivalised adult. This thus constitutes a proxy for the potential well-being of each
individual.

The second subdimension refers to the incidence of monetary poverty, which is defined
in relative terms as the proportion of people whose disposable income per equivalised adult lies
below 60% of the median income (the poverty line).

The third subdimension assesses the level of material and social deprivation. This
indicator is based on the capacity to access a set of essential material and social items and seeks
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to reflect the living conditions of the population — including young people — in a way that is
relatively independent of the income distribution considered in the two previous subdimensions.

Finally, the fourth subdimension concerns the access of young people to the education
system. Research on poverty and living conditions in Portugal consistently identifies the
population’s qualification levels as the main factor mitigating the risk of poverty and social
exclusion. Education therefore constitutes one of the main drivers for ensuring better living
conditions and breaking cycles of poverty.

The first two subdimensions, based on the distribution of the population’s disposable
income, clearly fall within the scope of welfare theory, reflecting a distinctly utilitarian
perspective in the assessment of social well-being. Their complementarity with subdimensions
that are more independent of income distribution — such as the indicators of material and social
deprivation — allows for a more comprehensive approach to intergenerational living conditions,
closer to a Rawlsian view. Finally, the inclusion of access to education underscores the
importance of education as a key determinant of living conditions, reflecting how current
generations ensure the well-being of future ones.

The selection of these indicators was strongly constrained by the need to have series with
annual data. The source of the indicators used in all subdimensions is Eurostat, with the European
Statistics on Income and Living Conditions (EU-SILC) being used for the first three
subdimensions, and the EU-LFS (Labour Force Survey) for the fourth. All indicators are available
at least since 2014.7’

Figure 6 summarises the four subdimensions of poverty and living conditions and the
respective indicators used in their operationalisation, which will be discussed in detail in the
following section

Poverty and living conditions
1

i . . Material icipati
Incidence of poverty _ o Participation of young
and social deprivation people in education

Material and Social
Deprivation Rate

Monetary Poverty Rate Youth Participation in
mad Education (15-24 years

old)

Median Income per
Adult Equivalent ] -Population;
-Population; -Children -Children

-Children
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(0-17 years old); (0-17 years old);
-Young people
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-Young people (EEEE 0 (18-24 years old) NEET rat
(18-24 years old) - 1ate
(15-24 years old)

-Young people

Figure 6 - Sub-dimensions and indicators of intergenerational justice in the area of poverty and living
conditions.

27 Although EU-SILC covers the period 2003-2023, the material and social deprivation rate variable
was only introduced into this survey in 2019 as part of the indicators used to monitor the Europe 2020
Strategy. However, Eurostat has recalculated it retrospectively to 2014.
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7.3 Indicators

In this section a set of variables is defined to reflect the transformations observed over
time in each of the four subdimensions identified within the dimension of poverty and living
conditions, as well as the methodology used in constructing the IJI for this dimension.
Figure 6 identifies the two or three indicators used in each of the four subdimensions. The
variables used in the calculation of each of them are defined on the basis of the meta-information
provided by Eurostat:

Median disposable income per equivalised adult — this income is calculated by
dividing the total household income by the number of equivalised adults in the household, using
the OECD-modified equivalence scale. Income is expressed in real terms (adjusted by the CPI
with 2019 as the base year) and in purchasing power standards, thus allowing its comparison with
the target defined — the fifth highest income among the 27 EU countries in 2019. This variable
is used for the whole population and for two age groups: children (under 17 years of age) and
young people (18-24 years).

Poverty rate — the poverty rate is defined as the proportion of the population whose
disposable income per equivalised adult lies below the poverty line, which is defined as 60% of
the median disposable income per equivalised adult. This variable is used for the whole population
and for two age groups: children (under 17 years of age) and young people (18—24 years).

Material and social deprivation rate — this variable measures the percentage of the
population lacking at least five of the 13 items included by Eurostat in the definition of material
and social deprivation. Seven of these items relate to the household and six to the individual level.
This variable is used for the whole population and for two age groups: children (under 17 years
of age) and young people (18-24 years).

Participation of young people in education — participation in education is measured by
the proportion of individuals aged 15-24 who attended formal education activities during the four
weeks preceding the EU-LFS interview. It should be noted that the International Standard
Classification of Education (ISCED) defines formal education as “institutionalised, intentional
and planned education provided by recognised public and private organisations which, as a whole,
constitute the formal education system of a country”.

NEET rate — this rate indicates the percentage of individuals aged 15—24 who are not
employed (that is, unemployed or inactive according to the International Labour Organization
definition) and who did not take part in any education or training activity (formal or informal) in
the four weeks preceding the EU-LFS interview.

The definition of all the indicators reflects how the reduction of poverty and the
improvement of living conditions signal progress in the opportunities available to younger
generations and, consequently, an increase in intergenerational justice. All indicators are therefore
constructed and normalised so as to ensure that their values range between 0 and 1, with values
approaching 1 corresponding to a situation of greater intergenerational justice, and values
approaching 0 indicating lesser justice.

However, the distinct characteristics of the variables used require the creation of two
different sets of indicators to ensure that normalisation is achieved at all stages of the index
construction. In the first group (income per equivalised adult and youth participation in
education), higher variable values correspond to greater intergenerational justice, while in the
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second (monetary poverty, material and social deprivation, and the NEET rate), it is lower values
that do so. The use of an inverse normalisation formula for each group nevertheless guarantees
the correct normalisation of all indices.

In constructing each indicator for the period 2016-2023, the value of the variable
recorded in Portugal is compared with the target value, this being defined as the fifth best value
of that same variable recorded among the 27 EU countries in 2019. The index for each
subdimension, IJLi (i=1,2,3,4), is then obtained through geometric aggregation with equal
weighting of its respective two or three indicators. Finally, the IJI in the area of poverty and living
conditions results from the geometric aggregation of the indices of its four subdimensions.

The results obtained for the 1JI of this dimension and its subdimensions are presented in
the next section.

7.4 Results

Table 6 presents the main results obtained for the 1JI in the area of poverty and living
conditions, and for each of the four subdimensions considered for the period 2016—2023 using
the adopted methodology. The indices of the different subdimensions display distinct values and
trajectories over this period, although showing significant improvements. These improvements
contribute positively to bringing the index for this dimension closer to the ideal value, from 0.478
to 0.678, and to the consequent increase in intergenerational justice. The subdimension values
range between a minimum of 0.329 for the /ncome Level in 2017, the value furthest from the
target, and 0.950 for Youth Participation in Education in 2022, the value closest to the respective
target.

Years | Income level .Po.verty Material. an(? social Youth partici.pation in IJI povert)f fmd
incidence deprivation education living conditions

2016 0,339 0,432 0,506 0,706 0,478

2017 0,329 0,546 0,622 0,774 0,542

2018 0,399 0,564 0,708 0,813 0,600

2019 0,445 0,663 0,752 0,830 0,655

2020 0,454 0,486 0,804 0,822 0,618

2021 0,419 0,608 0,767 0,933 0,653

2022 0,449 0,523 0,836 0,950 0,657

2023 0,484 0,654 0,815 0,818 0,678

Table 6 - Evolution of normalized intergenerational justice indicators in the area of poverty and living
conditions.

The subdimension showing the greatest positive development is Material and Social
Deprivation, with an increase in its index from 0.506 in 2016 to 0.815 in 2023. The Education
Participation subdimension is the one with values closest to the target, reaching 0.818 in 2023,
although it is also the one recording the smallest relative progress. Conversely, the Income Level
subdimension consistently shows the values furthest from the target, with 0.484 in 2023. The
Poverty Incidence subdimension shows continuous improvement until 2019, followed by a
substantial decline to 0.486 in 2020, and the 2023 value, 0.654, remains further from the target
than that of 2019.

A graphical representation of the evolution of the various subdimensions for three of the
years analysed is provided in Figure 7, which makes it possible to observe not only temporal
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trends but also the degree of proximity to the respective reference values (targets). Although the
increase in intergenerational justice is visible across all subdimensions, the previously identified
Education Participation and Material and Social Deprivation subdimensions clearly exhibit
higher values and closer alignment with their targets than the other two.

1J15,1 (Income)
1,00

0;80
0560
040

1J15,4 (Participation in

education) 1J15,2 (Poverty)

1JI5,3 (Privation)
— 2016 2019 2022

Figure 7 - Evolution of intergenerational justice sub-dimensions in the area of poverty and living
conditions.

The interpretation of the different subdimensions must, however, be carried out with
caution, since the aim is not only to analyse their individual temporal evolution, but to assess the
extent to which each one approaches the reference values defined on the basis of the best-
performing countries in the EU.

Finally, Chart 6 presents the evolution of the IJI in the dimension of poverty and living
conditions, calculated through the aggregation (geometric mean) of the indices of the four
subdimensions. Between 2016 and 2023, the index increased from 0.478 to 0.678, reflecting a
significant improvement in intergenerational justice and a strengthening of living conditions for
younger generations. It is important to note, however, that the 1JI also reflects socioeconomic
cycles, highlighting, for example, the negative impact of the COVID-19 pandemic in 2020 and
the worsening of monetary poverty in 2022.
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Graph 5 - Evolution of normalized indicators and of the Intergenerational Justice Index in the area of
poverty and living conditions.

7.5 Public Policies and Intergenerational Justice

Strengthening intergenerational justice requires both the reduction of current poverty and
the commitment to ensuring that future generations enjoy equivalent or higher levels of well-
being. These objectives are reflected in both European and national legislation.

The approval, in 2017, of the European Pillar of Social Rights and, in 2019, of Portugal’s
National Strategy for Combating Poverty demonstrates the political commitment to reducing
poverty and promoting well-being, especially among young people.

The National Strategy for Combating Poverty clearly embodies this commitment by
setting ambitious targets for 2030, such as:

e Promoting the full integration of young adults into society and the systemic reduction of
their risk of poverty.

e Reducing the monetary poverty rate to 10%, lifting 660,000 people out of that situation.

e Halving child poverty, lifting 170,000 children out of poverty.

e Bringing the child deprivation rate closer to the EU average.

The approval by the Portuguese government, in 2023, of the National Action Plan for the
European Child Guarantee also forms part of this political commitment. This Plan, which aims to
ensure that all children and young people in situations of greater vulnerability have access to a set
of essential services, may also become an important instrument to guarantee a better future for
younger generations and to strengthen intergenerational justice.

Achieving these objectives and targets requires integrated and cross-sector public
policies, focused not only on income redistribution but also on investment in education, housing,
and decent employment.
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If effectively achieved, these targets will make a decisive contribution to strengthening
intergenerational justice, promoting greater solidarity between generations and ensuring that
future generations enjoy more sustainable and equitable living conditions.
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8. Intergenerational Justice Index: public finances?®

8.1 The dimension of public finances

It is difficult and extremely complex to define intergenerational justice in the field of
public finances, and this chapter does not attempt to do so. However, we may begin from a
condition that is necessary, though not sufficient, for such justice: that public finances be
sustainable. One dimension of sustainability is that the country must be able to meet its financial
commitments in both the short and long term, which suggests that public debt dynamics should
move towards reducing the debt-to-GDP ratio, or keeping it stable at a reasonable level, to ensure
adequate financing conditions for contracted financial liabilities. Another sustainability
dimension relates to a different type of liability being passed on to future generations — the
implicit the social security system debt. Social contributions (particularly the portion associated
with pensions) are tied to a promise of future pension entitlements. This is the social contract
implied in the payment of social contributions, and it is violated if today’s younger generations
contribute with the expectation of receiving a pension but end up not receiving it or getting an
amount that is very low and inadequate. Thus, the social security system potentially faces two
distinct problems: sustainability and adequacy.

Finally, there is the dimension of the assets passed on to future generations. The capital
left to future generations may be increasing, decreasing, or remaining constant. Beyond this stock
volume, its composition in public and private capital also matters. The well-being of future
generations is therefore affected in two ways by the capital stock. On the one hand, there is an
impact on economic growth, which in principle affects well-being positively. On the other hand,
and independently of its impact on output, there are direct benefits that present and future
generations derive from both types of capital stock, particularly public capital. Better roads,
railways, bridges, airports, and historical heritage provide direct benefits in addition to any
multiplier effects they may have on the economy.

A comprehensive assessment of intergenerational justice concerning public finances —
as in other areas — therefore requires considering, from a long-term perspective, the liabilities
and assets that current generations are leaving to future ones. Although intergenerational justice
is difficult to define, it is not as problematic to understand the direction in which the relative well-
being of present and future generations changes in response to specific public policies. Ceteris
paribus, trends of increasing financial liabilities, whether contractual or contingent, create a
greater burden on future generations, while increases in the capital stock left to them have the
opposite effect.

8.2 Sub-dimensions

Next, the indicators considered for the first two dimensions, referring to financial
liabilities that are either contractually agreed or based on an implicit “social contract”, are
presented. In the final section, an indicator on the renewal of the public capital stock will be
considered.

28 The methodological developments underlying the IJT in the area of public finances can be consulted directly with
the authors, Miguel St. Aubyn and Paulo Trigo Pereira. The policy paper they have prepared develops this chapter in
greater depth and with additional data. It will soon be available on the Institute of Public Policy’s website dedicated to
the project: https://www.ipp-jcs.org/en/inter-generational-justice-index/.
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Figure 8 - Sub-dimensions and indicators of intergenerational justice in the area of public finances.

8.3 Indicators

Public debt

Investments whose effects unfold over time should be financed through the issuance of
public debt. From the perspective of intergenerational justice, if there are assets from which future
generations will benefit thanks to the issuance of public debt today, there is a certain fairness in
ensuring that these generations both enjoy those assets and share the burden of the associated
financial costs. What seems much less fair is that decisions about which assets to invest in today
are made by today’s political decision-makers, in line with their own preferences and often
without considering the preferences of future generations. Yet this is an inherent feature of
democratic governance.

Regarding public debt, however, there are two essential ideas linked to debt sustainability
that concern its temporal dynamics. The weight of public debt in GDP should not be excessive,
and the trajectory of the debt-to-GDP ratio should be stable.

The EU has translated this notion of sustainability into the rule that the debt-to-GDP ratio
should be stable and below the threshold of 60%. This value is arbitrary, but, given the importance
it holds in the context of European fiscal rules, it is used as a benchmark. Portugal, whose debt-
to-GDP ratio exceeds 60%, is leaving an excessive deleveraging burden to future generations. Its
public finances also remain vulnerable to exogenous shocks, as occurred in 2010 and 2011.

Recommendations for European countries exceeding the reference values for deficit and
debt have evolved over time since the Maastricht Treaty. First came the Stability and Growth
Pact, which partially entered into force in 1998 and 1999 and was later revised, followed by the
Treaty on Stability, Coordination and Governance in the Economic and Monetary Union (known
as the Fiscal Compact), which entered into force on 1 January 2013. This treaty introduced, for
the first time, a clear and simple rule for reducing the public debt ratio. Countries with excessive
debt must reduce each year one-twentieth of the excess. In other words, if the starting point is a
debt-to-GDP ratio of 130%, the annual reduction should be 3.5 p.p. (1/20 x 70), but if the ratio is
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100%, the reduction should be 2 p.p. (1/20 % 40). Perhaps due to the difficulties many EU
countries experienced in complying with the Fiscal Compact rules and following the suspension
of fiscal rules during the pandemic, new, less stringent rules granting greater discretion to the
European Commission were recently approved. The safeguard rule for debt dynamics states that
countries with a debt ratio above 90% must reduce it by af least one percentage point per year,
and those with a ratio between 60% and 90% by at least half a percentage point.?’

The European Union thus now applies a linear adjustment for the deleveraging of highly
indebted countries, and another, also linear but less demanding, for the relatively less indebted
countries.

One of the central questions to be addressed in constructing public debt indicators from
an intergenerational perspective is assessing the distance from the target debt-to-GDP ratio. The
simple indicator constructed to measure this distance is given by the difference between the three-
year moving average of the debt-to-GDP ratio (b) and the target (b* = 60%), relative to a
variation band between a maximum and minimum value for this indicator. A maximum value of
140% is considered, which is above the highest level ever reached by Portugal even amid the
financial crises experienced since the advent of democracy. As a minimum value, 50% is used,
as it lies below the lowest value of this ratio over the last 25 years (recorded in 2000) and provides
a comfortable margin below the European reference value.

Implicitly, the underlying value judgement is that reaching a debt ratio of 60% of GDP
allows greater intergenerational justice, as the burden left to future generations becomes more
reasonable. Note, however, that while the benchmark value affects the absolute value of the index,
it does not affect the variation of the index, which is the aspect most relevant for interpretation.
Any movement towards the 60% objective will make this sub-index tend towards one.

Consolidation effort

What is the ideal fiscal consolidation effort, over time, to achieve the objective? Taking
the variability of criteria that the EU has applied over the past twenty years, it does not seem
advisable to us to take the rule currently in force as a reference, which is, moreover, somewhat
ambiguous. In fact, applying the current rules regarding the minimum annual adjustment laid
down in the debt safeguard clause, Portugal would take 65 years to reach a debt-to-GDP ratio of
60%. It is true that the current generations have lived through a pandemic, which substantially
increased the debt ratio, as well as two financial crises. But nothing allows us to anticipate that
future generations will not also be subject to crises. Periods of recession will certainly be followed
by other crises, given the cyclical nature of economic growth.

The fiscal effort is related to the speed at which one intends to reduce the debt weight.
Any long-term debt-reduction rule is arbitrary and subjective. The benchmark we use is that of a

29 See the wording of the preamble and Articles 5, 6 and 7 of REGULATION (EU) 2024/1263 OF THE
EUROPEAN PARLIAMENT AND OF THE COUNCIL of 29 April 2024. For example, point 18) of the
preamble states that ‘the reference path should ensure that, at the end of the adjustment period, the
government debt is on a plausible downward path’. Basically, the Commission provides the Member State
and the Economic and Financial Committee with a net expenditure path for a period of four years
(extendable to seven) based on risk and differentiated for each Member State until such a ‘plausible
downward trajectory’ is achieved. This discretion is similar to that which existed in the definition of
medium-term objectives for each country under the old rules (see Pereira, P. 2019). The only quantified
safeguard in relation to debt sustainability is that the reduction in the debt ratio must be at least 1% for
countries with a ratio above 90% and 0.5% for countries with a ratio between 60% and 90% (see Article 7).

52



WHAT FUTURE ARE WE LEAVING TO THE NEXT GENERATIONS? 9 \‘ !

gradual reduction to reach a debt ratio of 60% of GDP in 2038, that is, twenty-five years after the
entry into force of the Fiscal Treaty.

Considering that the change in the debt-to-GDP ratio is the sum of four components —
primary balance the effect, the effects of interest (“snowball”’) and of nominal GDP growth, and
the deficit-debt adjustment — once the target for the debt ratio change is defined, and given
assumptions regarding potential output growth, the implicit interest rate on public debt and the
deficit-debt adjustment, it is possible to establish a benchmark for the long-term primary balance
consistent with the public debt desired path. In other words, in our case, the benchmark primary
balance corresponds to the primary balance which, if held constant between 2015 and 2038, would
lead to a debt ratio of 60% in 2038. In this simulation, nominal GDP and the implicit interest rate
observed in each of the years up to 2024 were considered. From 2024 onwards, the assumed
nominal GDP growth rate was 4%, implicitly corresponding to a real growth rate of 2% and a
GDP deflator also of 2%, an implicit interest rate of 2%, and a value of 1% of GDP per year for
the deficit-debt adjustment. This benchmark corresponds to spreading, over a single generation
and no more than one generation, the burden of the excessive level of public debt.

Sustainability and adequacy of Social Security

The public debate on the sustainability of social security is often superficial, as it suggests
that the annual positive balance of the social security subsector demonstrates the system’s
sustainability, which is not true. At present, the balance is clearly positive and is due to the influx
of immigrant contributors, but this creates future liabilities. In this sense, the technical analysis of
social security sustainability is considerably more complex, as it examines, in the long term —
that is, annually and in particular up to 2070 — both the system’s expected financial flows and
the evolution of the weight of the main social benefits — especially pensions — in GDP. This is
the approach taken by the European Commission in its Ageing Report. This Report shows that,
under certain assumptions, this weight will increase successively until 2046 and then begin to
decline. It is also projected that the balance of the pension system between contributions and
benefits will remain positive until 2030 but will turn negative during that decade and continue in
deficit until 2045, when this deficit will reach its highest level in the entire period up to 2070.

This is the analysis of financial sustainability, but there is another very important
dimension: social sustainability. This concerns adequacy levels, meaning the extent to which there
is a small or large decrease in well-being at retirement. In other words, whether there is a small
or large gap between the level of the first pension and the final wage — the so-called replacement
rate at retirement.*

From an intergenerational perspective, what truly matters is understanding how this
responsibility or contingent liability that we are passing on to future generations is evolving. The
State must fulfil the implicit social contract it has made with current generations, both with
pensioners — who still have years of life ahead in which to receive pensions — and with active
workers who have already paid social contributions, part of which are intended to finance their
future pensions (even if, in practice, they finance the pensions paid in the current year). These

30 Here too, we can see that, in the public pension system, this ratio, which was 69.4% in 2022 for those
who retired on that date, is expected to fall to 38.9% in 2070. In other words, if today the average pension
represents more than two-thirds of the last salary, in 2070 it will represent just over one-third. This is partly
a consequence of the social security reform, which is gradually increasing the portion of the pension (P2)
that is calculated using a less beneficial formula and decreasing the portion calculated using a formula that
is more advantageous to the contributor (P1).
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rights already accrued in relation to the receipt of future pensions can be calculated, thus obtaining
the present updated value of these accrued liabilities, the Accrued to Date Liabilities (ADL).*!

This implicit social security liability must be deducted from the only asset currently being
built with social security revenues, namely the Social Security Financial Stabilisation Fund
(FEFSS).*

The variable used in calculating the indicator is the contingent social security liabilities
net of assets, which we may refer to as Net Accrued to Date Liabilities (NADL) as a percentage
of GDP.* The indicator relates these contingent liabilities to a reference value expressed as a
percentage within a band defined by a maximum and a minimum value for this variable.**

In essence, contingent liabilities in nominal terms vary annually not only with the
inflation rate, but also with new social contributions made by active workers that give rise to
future pension obligations.*> They also increase if life expectancy at retirement age increases.
They decrease with the death of pensioners.

Capital Stock Indicator

In addition to the contractual or contingent liabilities passed on to future generations,
there are also assets that are inherited by them and must be considered from an intergenerational
justice perspective. Assessing the capital stock is a rather complex exercise. As in the other
institutional sectors, estimating the capital stock relies on assumptions required to establish
depreciation and survival functions for the assets concerned, as well as on reclassifications and
revaluations applied to the pre-existing stock (which we leave aside for the purpose of this
indicator).

Leaving future generations with the same stock of public capital that was inherited from
previous generations means that public investment must equal the depreciation of public capital.
In the indicator calculated, we assign equal weight in the “capital stock” sub-index to both private
and public capital, even though the former is in 2024 roughly six times larger. This is because we

31 National accounts (ESA 2020) require that these contingent liabilities of EU Member States be
recorded, and the National Statistical Institute (INE) has calculated — and Eurostat has published
triennially — these values for the years 2015, 2018 and 2021, with new calculations due for 2024. In
Portugal, these liabilities amounted to 3.13 times the 2015 GDP and increased to 3.73 times the 2021 GDP.

32 This fund was set up with the aim of covering some of the system's risk, namely by ensuring assets
equivalent to twice the value of pensions. A series of assets for the Fund was recently constructed by Cabral
& Goulart.

331t is easy to obtain this variable for the years for which INE calculated the ADL —i.e. for 2015, 2018
and 2021. It should be noted here that the calculation of the ADL involves a complex actuarial analysis
based on assumptions and indicators. One of the most important in terms of impact on the ADL is the
discount rate. The meta information from INE data reveals that a discount rate of 5% (nominal, 3% in real
terms) was used for the 2015 calculations, and a rate of 4% (nominal, 2% in real terms) for 2018 and 2021.

34To determine a benchmark value for implicit pension debt as a percentage of GDP (ADL*/PIB) we
considered all European countries in two stages. First, we excluded for 2021 the eight countries that have
more than 20% of GDP in pension liabilities funded by either private or public schemes (Germany, Belgium,
Croatia, Denmark, the Netherlands, Ireland, Latvia and Sweden). From the group of countries with more
than 80% of unfunded pension liabilities, we calculated the average of the five best countries, i.e. those
with the lowest ratio (Bulgaria, Czech Republic, Slovakia, Lithuania and Malta).

35In the past, there have been several integrations of public company pension funds (CTT, CGD, etc.)
into the Caixa Geral de Aposentagdes (CGA), which increased the CGA's liabilities. Even if the transferred
assets were calculated in an actuarially fair manner (something that is not known), there were several cases
in which these financial resources were used to reduce the budget deficit for a given year, which increased
the contingent liabilities net of assets for which the State is responsible.
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implicitly assume that the impact of public capital on social well-being is greater, particularly
since, in many cases, it concerns the provision of public infrastructure (roads, bridges, railways,
etc.). An increase in this indicator means that there is a trend towards a growing capital stock
being left to future generations.

8.4 Results

We present here the results of the four indicators, after normalisation, selected to form
part of the 1J1, as well as the final value of the 1JI for the budgetary dimension of public finances.
Normalisation does not allow the indicator’s value to be interpreted per se, but it does make it
possible to understand how the degree of intergenerational equity in budgetary justice evolves
over time.

The chosen normalisation ensures that each index lies between zero and one (considered
as an open interval), and that movement towards one indicates a shift that favours future
generations.

Thus, the IJT in public finances is given by the geometric mean of the four sub-indices, in
which the weight of the large stocks of liabilities left to future generations is greater.

The results for the years 2016 to 2023 are those presented in Table 7.

Years Public' debt Public debt Socia} se.cEn.‘ity (net Capital plll‘{)Ilic
(consolidated) (effort) liabilities) stock finances
2016 0,205 0,337 0,800 0,511 0,410
2017 0,229 0,416 0,757 0,479 0,431
2018 0,265 0,508 0,713 0,475 0,462
2019 0,321 0,766 0,703 0,460 0,531
2020 0,291 0,766 0,693 0,608 0,554
2021 0,281 0,766 0,679 0,581 0,540
2022 0,299 0,495 0,662 0,542 0,480

Table 7 - Evolution of normalized intergenerational justice indicators in the area of public finances.

The evolution of the overall index between 2016 and 2023 (see Chart 7) shows a pattern
of moderate improvement up to 2020, although still far from levels that could be considered
structurally sustainable. The index recorded a setback, reflecting the impact of the pandemic,
which triggered an abrupt increase in public debt. However, because the analysis uses moving
averages, the trajectory of the debt-to-GDP ratio shows positive signs of consolidation from 2022
onwards, signaling greater budgetary prudence.

The sub-indicator concerning the implicit social security debt shows a downward
evolution. Although the annual balances of the contributory system remain positive, this reading
is misleading, since the entry of new contributors, particularly through immigration, strengthens
current revenues but simultaneously generates additional future liabilities. Thus, the growth in the
weight of this implicit social security liability should be interpreted as a reflection of the
accumulation of future obligations, combined with an accelerated demographic ageing context.
This places an increased burden on younger and future generations.

Regarding the capital stock, there is a downward trend in its weight relative to GDP until
2019, although the dynamics of public and private capital differ. Between 2011 and 2019, public
investment was systematically below the level required to offset the depreciation of the existing
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capital stock, leading to a reduction in public capital. The same did not occur with private
investment which, having fallen at the beginning of the period, during the troika intervention,
accelerated in the second half of the decade.

A combined reading of the sub-indicators reveals a logic of compensation. On the one
hand, the increasing pressure on implicit social security liabilities undermines intergenerational
justice; on the other hand, the gradual consolidation of public debt and the recovery of public
investment, driven by the PRR, introduce positive dynamics. The overall index reflects this
tension between adverse structural factors and more recent corrective efforts.
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Graph 6 - Evolution of normalized indicators and of the Intergenerational Justice Index in the area of
public finances.

8.5 Public policies and intergenerational justice

The results obtained require determined action on three fundamental fronts of public policy.
First, it is necessary to ensure the continuation of sustainable fiscal consolidation. The trajectory
of reducing public debt as a percentage of GDP must be maintained through structurally positive
primary balances. This requires budgetary discipline and reforms that promote spending
efficiency and revenue stability. Structural increases in expenditure, particularly on pensions, or
significant reductions in revenue should be avoided. It is important to ensure that consolidation
proceeds at an appropriate pace, neither overburdening current generations nor shifting an
excessive burden onto future ones. It should also avoid undermining social equity or the level of
public investment needed for long-term economic growth. A careful review of spending priorities
is necessary to accommodate some of the anticipated increases in national defense expenditure.

Second, swift and effective implementation of the PRR is essential. The recent boost in
public investment associated with the PRR must be consolidated. Its implementation should
prioritise projects with high multiplier effects, contributing to strengthening the stock of
productive capital and modernising the economy. Maintaining the investment effort beyond the
PRR’s time horizon will be crucial to securing lasting gains in collective well-being and
intergenerational sustainability.
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Finally, thinking in intergenerational terms requires quantifying and giving visibility to the
implicit social security liabilities being passed on to future generations. The decline in the number
of workers per pensioner in a pay-as-you-go system means that, without changes to the system’s
parameters — including its financing model — it will be mainly future generations who will bear
the costs of this demographic transition, while the rights of today’s older generations are
preserved. Here too, intergenerational justice suggests that changes in the pension system are
needed so that the burden of adjustment does not fall predominantly on younger generations or
those yet to be born. The implicit social security liability should be calculated more regularly to
give it greater visibility. Political authorities retain the ability to reform the system to ensure the
sustainability and adequacy of social security. Beyond other resources that may be mobilised, this
can essentially be achieved through one of three options: raising the retirement age, increasing
the social security contribution rate, or changing the pension formula to reduce the replacement
rate (the ratio of the first pension to the final salary). The first two policy options place an
immediate burden on current generations, while the last is felt primarily by future generations.
Strengthening the FEFSS is imperative, not only through the system’s positive balances but also
via alternative financial instruments and extraordinary transfers.

In sum, ensuring intergenerational justice in the field of public finances requires a complex
balance between consolidation, investment and institutional design. The index presented offers a
useful tool for monitoring this balance over time, but it is ultimately through concrete political
choices that justice between generations is determined.
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9. Conclusions

What future are we leaving to the next generations? The essential premise of this study is
that current public policies affect not only those who are alive today but also those who will come
after, although this is not particularly salient in public and political debate. Precisely because
democracies are not well equipped to incorporate the potential interests of younger and future
generations — given that today’s under-18s do not yet vote, nor do those who are not yet born — it
is important to give visibility to a set of indicators that should be monitored regularly in order to
respond to that question. With this aim, six dimensions were selected to analyse intergenerational
justice: environment and natural resources, health, labour market, housing, poverty and living
conditions, and public finances.

We do not know the preferences of future generations, but there are certain requirements
for their well-being that can be taken as given. First, following the principle of sufficiency, it is
necessary to leave future generations a minimum threshold that ensures the conditions for a
dignified life. On the other hand, we inherited from past generations certain assets and liabilities
of various kinds (environmental, physical, financial) and will similarly bequeath assets and
liabilities to future generations. Above all in the case of liabilities, it is a necessary, though not
sufficient, condition for intergenerational justice that they follow a sustainable path. If that path
is unsustainable, or at risk of becoming so, it becomes necessary to think in terms of a hypothetical
intergenerational social contract that leads towards sustainability. Only once sufficiency and
sustainability are ensured is it possible to go further in what concerns justice between generations.
One may understand this, for example, through a logic of downward indirect reciprocity — leaving
future generations what we received from those before us — or through a Maximin-type principle
that justifies a given cohort receiving more than it transferred (if it contains the most
disadvantaged members across cohorts and if such transfers are directed towards it).

Several of the indicators considered in this study fall within the logic of sufficiency and
sustainability. This is evident from the outset in the dimension of environment and natural
resources, where the importance of monitoring whether surface-water consumption respects
minimum ecological flow levels is highlighted, as well as whether greenhouse gas emissions are
on a decreasing trajectory towards carbon neutrality and whether we are progressing, or not, in
reducing per-capita waste generation and increasing recycling rates. The general trend in this
dimension during the period observed (2016-2023) is one of slight improvement, despite
indicators that evolve in the opposite direction. There has been consistent progress in
decarbonising the economy, although carbon neutrality is still far off. In the field of the circular
economy, particularly regarding municipal waste, there has been a sharp deterioration, reflecting
difficulties in reducing and recycling waste. Concerning pollution and water consumption,
pollution levels have remained stable, but structural pressure on water resources persists.

Public finances also pose the challenge of sustainability, of avoiding the risk of another
financial crisis and of assuming responsibilities towards younger generations. The analysis shows
moderate improvement in this dimension, driven by indicators moving in opposite directions
regarding to the assets and liabilities inherited and passed on. The liabilities considered are public
debt and the implicit liabilities of social security. On the asset side, the Social Security Financial
Stabilisation Fund (FEFSS) and public and private capital stocks are included. On the one hand,
gradual budgetary consolidation has reduced the weight of public debt, although it remains above
the European target (60% of GDP); on the other hand, the pace of consolidation has slowed in
recent years. Furthermore, the implicit financial liabilities of social security — the current
responsibility towards all those who have contributed with the expectation of receiving a pension
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— are worsening. These liabilities, little known and rarely mentioned in the public and political
debate surrounding pensions, are calculated by Statistics Portugal every three years and have been
increasing significantly, placing additional pressure on younger and future generations, whose
first pension will represent a very small share of their final salary.

The remaining four dimensions — housing, health, labour, poverty and living conditions
— are all essential to human well-being, and it is important to observe trends affecting younger
cohorts and the population at large.

In the housing dimension, although we cannot know what future generations will want, it
is difficult to imagine that today’s and tomorrow’s young people wish to live with their parents
until very late simply because they cannot buy or rent their own home. For this reason, the selected
indicators were autonomy (based on the percentage of young people living with their parents),
housing affordability (measured by the house-price-to-income ratio) and housing cost
overburden. The 2008 financial crisis and the Troika intervention worsened access to housing,
intensifying inequalities, especially between generations. The financialisation of housing and the
growth of tourism continued to exacerbate these inequalities. Despite the creation of more recent
programmes and measures targeted at young people (2023-2024), the housing crisis persists and
continues to strongly affect young people and other vulnerable groups. This is clearly the
dimension becoming most unjust for today’s younger generations and which, if unaddressed, will
severely penalise future generations.

In the health dimension, indicators were selected that signal trends at the level of “health
capital”. On the positive side, both life expectancy at birth and healthy life expectancy at birth
tend to increase, which benefits future generations. More worrying is the rise in the consumption
of anxiolytics and antidepressants, which may indicate lower quality of life associated with
greater prevalence of mental-health problems. Other indicators relate to health-system coverage.
Access to care has deteriorated since the pandemic, with an increase in unmet needs and
household expenditure. Long-term preventive spending is also important: it rose during the
pandemic but deteriorated after 2021.

In the labour market, it is crucial to observe the changes underway, especially among
younger generations. For this reason, the analysis focused on indicators for cohorts aged 15 to 29
who are employed, namely job stability, employment and emigration. Overall, the labour market
appears fairer for younger generations, driven particularly by the increase in permanent contracts.
However, despite this rise in job stability, significant structural challenges persist. Emigration and
youth unemployment remain historically high, despite improvements observed before the
pandemic. Among those employed, the increase in academic qualifications also follows a positive
trend, but this has not been adequately matched by wage progression. The wages offered to young
people with higher qualifications have not grown proportionately to their skills. Finally, the
gender pay gap persists, although it shows a slight downward trend. These data reinforce the need
for public policies aimed at hiring young people, valuing their skills and ensuring a balanced
distribution of family responsibilities between men and women. Ultimately, the labour market
should not be an incentive for the emigration of future generations.

The dimension of poverty and living conditions is relevant from the perspective of
intergenerational justice, given the likelihood of intergenerational transmission of living
conditions (positive or negative), even if some social mobility can mitigate it. In this context,
indicators considered included income level, poverty incidence, material and social deprivation
and participation in education. Income levels remain below the ideal, although they evolved
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positively between 2016 and 2023. Poverty incidence declined until 2019 but worsened in 2020
and 2022. Material and social deprivation showed positive evolution over the period. Finally,
participation in the education system presents values favourable to younger generations, despite
a significant setback in 2023.

Overall, the improvement of indicators from an intergenerational-justice perspective
depends on integrated, cross-sectoral public policies with systematic assessment of their long-
term effects. While analysing the impact of public policies is complex, as it requires a
multidimensional approach, the regular monitoring of critical indicators such as those suggested
in this study is essential and should be carried out periodically to ensure that today’s decisions
promote the well-being of future generations.
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