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- Opening remarks by the President of the Economic Policy Committee - 
 

On behalf of the Economic Policy Committee, the Commission and the Council 

Presidency I would like to welcome you all to the conference on the economic and 

budgetary impact of ageing populations. I would in particular like to express my 

gratitude to the Commission's staff who have organised this event jointly with the 

EPC. Let me briefly describe the programme for today. The morning session of the 

conference will be devoted to a presentation of the economic and budgetary results 

of our work together with presentations of renowned academic experts on this topic. 

The afternoon session, which will be chaired by Jean Pisani-Ferry  from Bruegel, will 

be a panel with key policy makers. 

The EPC and the Commission have recently finished the joint report on age-related 

expenditure projections covering pensions, health care, long-term care, education 

and unemployment transfers for EU25 Member States for the period 2004 to 2050. 

This work is based on a growing recognition amongst policy-makers that ageing 

populations in coming decades will constitute major economic, social and budgetary 

challenges for our economies. There is also a growing awareness that appropriate 

policy measures to address the challenge are urgently required, as evidenced by 

ongoing reforms in many Member States - for example the most recent decision by 

Germany to postpone retirement age. 

The EU Finance Ministers endorsed this report in February and the Heads of State 

and Government welcomed it last week. This work is state of the art. The results are 

an integral part of the framework for the surveillance of public finances in the EU. By 
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drawing upon the expertise and models available in both national authorities and 

international organisations, in particular the OECD and the IMF, the cross-country 

comparability of the projections has been assured. At the same time, due account 

has been taken of country specific circumstances and the diversity of national 

systems. However, the projections are not forecasts and caution must be exercised 

when interpreting them.  

Important demographic changes are underway in Europe.  While the employment 

rates of females and older workers are expected to increase further, the growth rate 

of the population of working age is projected to decline gradually. Within one or two 

decades, on current projections, it will become negative. The sources of economic 

growth will alter dramatically. The contribution of employment to growth will become 

less important over time. While it will remain positive up to 2010, it is expected to 

become neutral in the period 2011-2030, and turn significantly negative thereafter. In 

consequence, a rise in productivity will become the dominant, and in some countries 

the only, source of economic growth. If fertility rates do not rise, the adverse 

consequences arising from these developments can only be solved by an extension 

of the working life, increased employment rates or hours worked, or substantial 

inward migration and further comprehensive reforms to modernise welfare systems 

and strengthen productivity growth. 

These adverse demographic developments would substantially reduce the average 

annual potential growth rate for the EU25 and significantly raise ageing-related public 

expenditure in the EU.  

• The average annual potential growth rate for the EU25 is projected to fall 

significantly from 2.2% in the period 2004-10 to 1.4% between 2030 and 2050. 

An even steeper decline is foreseen for several countries.  

• The fiscal impact of ageing will be substantial in almost all Member States, 

with the effects accelerating as of 2010. Overall, on the basis of current 

policies, age-related public expenditures are projected to increase by 4 

percentage points of GDP on average by 2050 in EU25 and up to 10 

percentage points in several Member States. This is relevant to policy. For 

example, if a country projects to increase its pension spending by, say, 5% of 
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GDP, it either needs to increase taxes to cover that cost or reduce other 

expenditures. 

Our results also clearly show that there is a limited, but fast-closing, window of 

opportunity to take policy action. In the absence of decisive countervailing measures, 

an ageing population will act as a drag on potential economic and employment 

growth, leading to extensive pressure for increased public spending in the medium 

and long-run. However, we also see that reforms to public pension systems 

implemented since 2001 in some countries are having visible positive impacts. But in 

many cases they are not sufficient, and there is urgency for further action as clear 

risks remain. 

The new projections provide a sounder, more comprehensive and comparable basis 

for assessing further in depth the sustainability of Member States’ public finances. 

They will be used: 

• as the basis for assessing the sustainability of public finances in the context of 

the Stability and Growth Pact, and when considering the budgetary impact of 

ageing in other policy processes at EU level. 

• as input in ongoing debates on the need for and potential benefits of raising 

employment rates, modernising welfare systems and pursuing sustainable 

development. These are central challenges being tackled in the Lisbon 

strategy, and in the follow-up to the Hampton Court Summit of last October, 

where, as you will know, Heads of State and Government discussed the 

modernisation of welfare systems.  

As part of our further work programme, the EPC: 

• will deepen its analysis of the labour market implications of ageing 

populations, and on policy measures - including reforms aiming at the 

modernisation of social protection and welfare systems - which can contribute 

to extending working lives and lead to a better control and management of 

public expenditures; 
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•  will also update and further deepen the common projection exercise of age-

related expenditures  by the Autumn of 2009. This will benefit  from a new 

population projection to be provided by Eurostat. 

The work with the budgetary projections took two years to complete, and the results 

are now ready to feed into the policy debates in Europe.  We see the today's 

discussion as a opportunity to share the results of our work with you. But this is a 

two-way process and, at least as importantly, the ideas coming out of our discussions  

today will feed and inform the ongoing policy discussions among the EU policy-

makers.  So I am looking forward greatly to the rest of the day’s proceedings. 

***** 

 


