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Ladies and Gentlemen,  

It is a great opportunity to talk to you today on the topic of ageing, which is crucial 
not just for today’s working population but especially for their children and 
grandchildren tomorrow.  

Throughout the morning, you have had the opportunity to discuss the worrying 
findings of the report carried out by the Commission and the Member States on 
ageing and its budgetary impact up to 2050.  

Although some Member States have made progress in the five years since the last 
projections, the conclusions are still perturbing. Let me briefly recall them:  

In the decades up to 2050, the EU population will remain roughly the same at 450 
million but will become significantly older. With the retirement of the baby-boom 
generation as of 2010, low birth rates and – that’s good news, of course -- 
continuous increases in life expectancy, the working-age population will fall by about 
16% (48 million) whereas the population aged 65+ will rise sharply (+58 million or 
77%). According to projections contained in the report, and unless policy changes, 
by 2050 there will be two people of working age for every elderly citizen as opposed 
to four currently. Under these assumptions, the EU potential growth rate of 2.4% will 
be cut by half and public spending on pensions, health care and long-term will 
increase by about 4 percentage points of GDP. 

Putting these elements together, and taking account of the high outstanding deficit 
and debt levels, it is clear that, if current policies are not changed, there are 
significant risks for a number of countries in the EU concerning the long-term 
sustainability of public finances.  

The recent assessment of the stability and convergence programmes shows that 
this is particularly the case for six countries – namely Portugal, Greece, Hungary, 
Cyprus, Slovenia and the Czech Republic – whose public finances appear to be at 
high risk. We consider that a country’s long-term sustainability is at high risk when 
public finances are already not in perfect health and we project a strong negative 
impact of ageing on public expenditure.  Of the EU25, only nine countries can be 
considered ‘in the clear’. They are Austria, Denmark, Estonia, Finland, Lithuania, 
Latvia, Poland, Slovakia and Sweden.  The other 10 EU countries are somewhat in 
between.  

This shows a clear need to take action and engage in necessary reforms in many 
countries. By the way, this is necessary not only because of the pressure the ageing 
costs would put on budgets. But mainly to ensure the viability of social protection 
systems and, more fundamentally, of the European social model. 

Before I move on to the question of whether Europe is on track to meeting the 
challenge posed by ageing, let me say that the picture is not all gloom and doom. 

Ageing is good news 
First of all “ageing” is essentially a “good news” story: the fact that we are living 
longer, with most of the extra years spent in broadly good health, represents one of 
the greatest achievements of the last century. Especially when one considers that 
thanks to the development of pension and welfare systems, retirement in old age is 
no longer associated with mass poverty. 
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Secondly, we are not facing an impossible task. Many Member States have already 
successfully modernised their social security systems. While much remains to be 
done, we can take heart from the knowledge that the challenges are surmountable 
provided the right policies are adopted in a timely and effective manner.   

The strategy to address such challenge rests on a comprehensive approach that 
includes reducing public debts, raising employment levels (especially amongst 
women and older workers), and reforming pension and health care systems. 

Some progress but can do more 
So where do we stand? On the positive side, employment rates, in particular among 
workers aged between 55 and 64, have increased since the launch of the Lisbon 
strategy in 2000 to reach more than 63% for the EU. This reflects the stronger focus 
on measures to increase employability and to improve the functioning of labour 
markets. But it also reflects pension reforms, in particular by curtailing access to 
early retirement.  

The positive result is that the expected increase in public pensions spending is 
much lower in the new projections than in those carried out in 2001. This is the 
case, of course, of the countries that have carried out major reforms of the pension 
systems and includes France, Germany and Austria.  

However, we often see progress in one field being erased by a step backwards in 
related fields.  I am thinking, in particular, about the increase, in recent years, in the 
size of budget deficits and public debt. This means that the beneficial effects of 
pension reforms to public finances can be undone by setbacks elsewhere, at least 
to some extent.  

In order to monitor the situation, the European Commission will publish, later this 
year, a "Sustainability Report" that will draw upon our budgetary projections and 
other relevant factors such as outstanding debt and deficit levels, to identify the 
main driving factors behind the sustainability risks. In doing this we will draw 
attention to where action is still needed.  

Europe can and does contribute its share 
Let me now say that while it is for Member States, first and foremost, to take up the 
challenge, the EU can and does contribute through a variety of channels. 

First, the Commission has recently proposed a directive  which will enable workers 
to take their supplementary pension rights along with them when they change jobs. 
This so-called portability of pensions is essential to ensure that workers in the EU 
become more mobile.  Significant progress has also already been achieving 
regarding the  integration of  financial markets and the work continues.   

Second, the EU can contribute by helping Member States share best-practices, and 
provide concrete illustrations of successful reform effort. This has been shown in the 
work at EU level on employment policies, and also on pension reform in the context 
of the open-method of co-ordination. 

The Stability and Growth Pact is another example of an instrument where clear 
requirements are established at EU level backed by surveillance and peer pressure 
to help Member States conduct sound fiscal policies and ensure the reduction of 
government debt, which is essential to face the challenge of ageing. Here too we 
are seeing progress as highlighted by the estimated fall in the EU average deficit to 
2.5% in 2005 against 2.7% in 2004, and by the expected better results for 2006.  
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A third, and sometimes overlooked contribution of the EU, is to encourage honest 
dialogue with citizens. We must present our frank assessment of the challenges, as 
well as the policy choices and trade-offs which must be made. With its cross-country 
perspective and its distance from the day-to-day task of running pension and health 
care systems, the EU is uniquely well placed to launch public debates on sensitive 
policy questions on ageing populations. A good example of this is the recent 
Commission Green paper on demographic change and intergenerational solidarity. 
It called for a public debate amongst all stakeholders (including governments, social 
partners, and civil society) on how our societies can best prepare for ageing 
populations.  Equally, the projections and assessments of sustainability risks made 
by the Commission with the Member States, and the dissemination of such results, 
as in today’s conference, are clearly helping to increase awareness. 

To conclude, I would like to urge Member States not to defer the reforms any longer 
under the pretext that 2050 is a long way and that   demographic and budgetary 
projections must always be taken with a pinch of salt – both arguments I often hear.  

The earlier we address the problem the easier it will be. We owe it to citizens where 
they rely heavily on the State for a large proportion of their retirement income and 
health care needs.  

We know what kind of action is needed. The necessary policy measures are to a 
very large extent part of the Lisbon strategy, which aims at more growth and more 
jobs, hence key elements to address the ageing challenge.   

More growth will come in a sustainable manner only if Europe increases its 
productivity and employment levels. In turn this requires investment in knowledge, in 
human and in physical capital, and achieving integrated and efficient markets in the 
EU, and this concerns labour, product, services and capital markets. We also need 
to better manage migration, as it can bring important economic benefits to migrants 
themselves and the EU economy.  

Let’s seize the opportunity afforded to us by the pick-up in economic growth to build 
a consensus among political parties for economic reforms, so that they can be 
introduced with the confidence that they are not scrapped immediately after. 

Ageing, as I said, is a good news story, as most of us will enjoy the benefits of 
longer lives spent in good health. Ageing is not the source of the challenge facing 
policy makers. The challenge stems from the poor design of our public pension and 
health care systems which foster unrealistic expectations of citizens regarding 
retirement.   

The scale of the challenge is surmountable. There are many cases of successful 
reforms which have been made by EU Member States. We can collectively “afford to 
grow old” provided we stop viewing ageing as a threat and instead start viewing it as 
an opportunity.  

If we want Europe to become an old but dynamic, sustainable and fair society, the 
path for action is clear. 

Thank you.  


