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DEMOGRAPHIC CHANGE IN EUROPE 

• α¢ƘŜ new



PROJECTIONS OF CHANGE IN THE TOTAL POPULATION  

Source: Ageing Report 2015 (European Commission DG ECFIN, 2015) 



CHANGES IN THE AGE STRUCTURE OF THE EUROPEAN 
POPULATION  

EU 28 population by age groups 
and sex 
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Source: Ageing Report 2015 (European Commission DG ECFIN, 2015) (left), own calculations based on Europop 2013 projection (right) 



CHANGE IN THE SELECTED AGE GROUPS OF POPULATION 
BY COUNTRY 

Working age (20-64) Elderly (65 and above) 

Source: Ageing Report 2015 (European Commission DG ECFIN, 2015) 









SOCIAL SECURITY SYSTEMS IN EUROPE 

• All EU countries have well developed social 
security systems 

• These are mostly mandatory, pay-as-you-go or 
with mixed financing schemes.  

• The type of pension provision varies from (the 
most popular) defined benefit schemes, through 
various types of point systems to (notional) 
defined contributions.  

• The average pension spending in the EU countries 
in 2013 was 11.2% of GDP, ranging from 7.2% of 
GDP in Latvia to 16.2% of GDP in Greece  



EU AND NATIONAL LEVEL PENSION POLICIES 

• The development of social protection policies is the 
responsibility of each Member State 

• Since 2003 in the area of pensions, this is supported by the 
άǎƻŦǘ ǇƻƭƛŎȅ ǘƻƻƭέΣ ǘƘŀǘ ƛǎ ƻǇŜƴ ƳŜǘƘƻŘ ƻŦ ŎƻƻǊŘƛƴŀǘƛƻƴ ǇǊƻŎŜǎǎ 
(OMC) that supplement the legislative and financial 
instruments of social policy 
– Used to support the definition, implementation and 

evaluation of their social policies  
–





MONITORING ADEQUACY AND SUSTAINABILITY OF 
PENSIONS IN EUROPE 

• Adequacy and sustainability are two sides of 
the same coin 

• Pension systems need to provide adequate 
incomes for old-age, otherwise they would 
not be socially sustainable 

• Fiscal sustainability is needed to maintain 
sound economic foundations of pension 
systems based on inter-generational contract 



MEASURING SUSTAINABILITY AND ADEQUACY 

• Every three years (last time in 2015), both 
sustainability and adequacy are assessed using 
macroeconomic and microeconomic projections 

• Ageing Reports, prepared by the Ageing Working 
Group of the Economic Policy Committee focus 
on the impact of population ageing on public 
finance, including pensions 

• Pension Adequacy Reports, prepared by the 
Social Protection Committee and DG Employment 
focus on the current and projected levels of 
pensions  



WHAT DRIVES FUTURE PENSION SPENDING IN THE EU 
COUNTRIES? 

Source: Ageing Report 2015 (European Commission DG ECFIN, 2015) 



PENSION ADEQUACY MONITORING 

• Mesured by the calculation of current and prospective 
theoretical replacement rates (TRRs) for stylised 
working careers 

• Projections of individual pensions and the change of 
replacement rates between current retirees and the 
future ones, who start their working careers and work 
to standard pensionable age (SPA) 

• Standard case: people who work 40 years to standard 
pensionable age (i.e. from 25 to 65) 

• The prospective TRRs range from 30 to more than 87 





DIFFERENCE BETWEEN CURRENT AND PROSPECTIVE 
THEORETICAL REPLACEMENT RATES 

Source: Pension Adequacy Report 2015 (European Commission, 2015a) 





MEASURING CURRENT AND FUTURE GENDER PENSION 
GAP 

Current pension gap 

• measured as a difference 
between pension income of 
men and women 

• assessed using standardised 
survery: EU Survey on 
Income and Living 
Conditions 

Future pension gap 

• based on the set of 
indicators that includes 
those linked to the labour 
market developments as 
ǿŜƭƭ ŀǎ ǇŜƴǎƛƻƴǎ ǎȅǎǘŜƳǎΩ 
ones 

• Based on harmonised 
measurement for EU 
countries in regular time 
intervals 
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CONCLUSIONS 

• Population ageing poses a significant challenge for the social security 
systems in Europe 

• The two objectives for pension ǎȅǎǘŜƳǎΩ ŘŜǎƛƎƴ are sustainability and 
adequacy of benefits 

• Many countries introduce reforms that aim at maintaining the stability of 
the pension systems in the future 

– increasing effective pension age and legal pension age  

– benefit formulae are changed, as they tend to take into account the entire 
working lives and wage levels 

• The policy monitoring tools that exist in Europe encourage reforms that 
aim at maintaining stability of pension systems in the long-time horizon 

• Such policies frequently encourage longer working lives and postponed 
retirement, which increase risk of low old-age income of women.  

• Balanced and forward-looking structural reforms are important to face the 
ageing challenge aiming at: 

– increasing productivity and high labour market participation 

– reconciliation of family and working lives 

 


