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EXECUTIVE SUMMARY

1. 2024 AGEING REPORT: MANDATE, GENERAL PRINCIPLES AND PROCESS

To assess the long-term sustainability of public finances in the EU Member States, the
ECOFIN Council mandated the Economic Policy Committee (EPC) to update its comprehensive
long-term budgetary projections by the summer of 2024. (!) The update of the Ageing Report, a
joint report by the EPC and the European Commission (DG ECFIN), should be based on new population
projections by Eurostat. The report is prepared by the EPC’'s Ageing Working Group (AWG). It was first
published in 2006 and has been updated every three years since then.

The Ageing Report is a unique exercise in that it provides detailed economic and budgetary
projections for the EU Member States and Norway up to 2070 based on common
assumptions and methodologies. The report provides a vast set of comparable and internally
consistent information for 28 countries. These give insight into the timing of population ageing, its
economic implications and the associated budgetary challenges. Such pressures are already manifest
in many countries and are expected to accelerate as large cohorts of baby boomers retire, life
expectancy continues to rise and fertility rates remain low from a historical point of view.

Being a joint EPC-Commission product, the Ageing Report provides a shared assessment
between the Member States and the Commission on how ageing costs might develop in the
future, considering the latest information and legislated reforms. The projections are therefore
a cornerstone of various surveillance processes at the EU level. They inform the coordination of
economic policies, in particular under the European Semester, the implementation of the Recovery and
Resilience Facility, the annual assessment of the sustainability of public finances and fiscal
surveillance under the Stability and Growth Pact.

Overview of the projection exercise

The preparation of the triennial update of the report includes two phases. In a first phase, the
Commission and the Member States in the AWG agree on the underlying assumptions and projection
methodologies (see Graph 1), which are subsequently endorsed by the EPC. These assumptions and
methodologies were published in November 2023 in a separate volume. (?) In a second phase, the age-
related spending projections are prepared, the results of which are presented in this report and in the
accompanying pension fiches for each country.

The underlying assumptions and projection methodologies, agreed jointly with the Member
States, cover all key drivers of ageing costs. The EUROPOP2023 population projections by
Eurostat serve as a starting point of the exercise. In addition, based on common methodologies,
macroeconomic assumptions are prepared for each country. These cover economic growth and its
drivers, namely changes in labour productivity (total factor productivity and capital deepening) and in
the labour force (participation, employment and unemployment rates), as well as interest rates and
inflation. The statistical annexes at the end of this report provide a country-by-country overview of the
demographic and macroeconomic projections.

The budgetary projections cover four items: public spending on pensions, health care, long-
term care and education. They are the subject of this report. For pensions, Member States prepared

() See Council Conclusions (2021).
(?) See Commission and EPC (2023), ‘2024 Ageing Report: Underlying assumptions and projection methodologies’, European
Economy, Institutional Paper 257.
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projections based on national models, which were the subject of an in-depth peer review by the
Commission and the AWG. This approach allows capturing the specificity of each country’s public
pension system, while ensuring cross-country consistency since the projections are based on shared
assumptions and methodologies. Based on common models, the Commission prepared the health care,
long-term care and education projections, which were discussed and agreed within the AWG. All
budgetary projections were endorsed by the EPC in January 2024.

Graph 1: Overview of the Ageing Report projection exercise

Demographic and macreeconomic projections Budgetary projections
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Source: European Commission, EPC.

The Ageing Report’s baseline projections are based on a general ‘no-policy-change’
assumption, reflecting legislated measures. (*) They illustrate what the future is likely to look like
if current policies remain unchanged. Nonetheless, projecting economic and budgetary developments
over a period of years involves a considerable degree of uncertainty as the results are strongly
influenced by the underlying assumptions. For this reason, a series of sensitivity tests and alternative
scenarios is conducted around the baseline to assess the responsiveness of the projections to changes
in the main demographic and economic parameters. In addition to the tests covering demographic and
macroeconomic variables, specific policy scenarios apply for each expenditure item.

This report is structured in three parts. Part | presents the long-term budgetary projections for
pensions, health care, long-term care and education. It concludes with the total cost of ageing, bringing
together the four expenditure items from the previous chapters. Each chapter presents the baseline
figures, the impact of the sensitivity tests and alternative scenarios, and revisions compared to the
2021 Ageing Report. Parts Il and Il contain statistical annexes with, respectively, cross-country tables
and country fiches. They give an overview of the main assumptions and macroeconomic projections, as
well as projection results for the four items by country and at the aggregate EU and euro area level.

(®) With a general cut-off date of 1 December 2023.
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2. THE ECONOMIC AND BUDGETARY IMPACT OF POPULATION AGEING

2.1.  Demographic and macroeconomic developments (*)

The EU population is projected to start falling in the coming years while the number of older people
rises, especially relative to the number of people at working age

The EU population is expected to rise Graph 2: EU - Population by age group and sex,
from 449 million people in 2022 to a 2022 and 2070 (thousands)
peak of 453 million people in 2026, Malo romale
before falling to 432 million in 2070. This | 1 "
is a decline by 4% compared to 2022. This 85.80
general trend at EU level encompasses soe ‘ ‘
heterogeneous developments at country level. ; : : 7074
For instance, in 13 Member States, the o
population is projected to increase between ; ; ; 5550 P —
2022 and 2070 (see Table 3). o

! ! ! 40-44 *‘
At the same time, a strong upward shift o : :
in the age distribution is expected in all 2520 e
Member States. As shown in Graph 2 for the j ! ! fif‘; ; ;
EU as a whole, the size of the older age j | 105*‘;: mzoro
groups would grow, while the younger age ! ! 04 ; ;
brackets WOUld Shrlnk The few Countrles 16000 12000 8000 4000 0 0 4000 8000 12000 16000

where the working-age population (people Source: European Commission, EPC.
aged 20 to 64) is projected to increase would
see an even greater increase in the population aged 65 or more.

As a result, the old-age dependency ratio will rise sharply in all Member States over the
coming decades (see Table 3). The old-age dependency ratio is the ratio of the old-age population to
the working-age population. This ratio gives an idea about the relative shift between potential retirees
and potential workers and thus of how an ageing population alters the balance between beneficiaries
and contributors. From about 29% in 2010 in the EU, it rose to 36% in 2022 and would rise further to
59% in 2070, with most of the increase expected already by 2045. Put differently, the EU would go
from having nearly thirty people aged 20 to 64 for every ten people aged over 65 years in 2022, to
having less than twenty people by 2045.

Projected changes in the size and age profile of the population are determined by
assumptions regarding fertility rates, mortality rates and migration. The total fertility rate in
the EU is projected to slightly rise from 1.50 live births per woman in 2022 to 1.62 by 2070, staying
below the natural replacement rate of 2.10 in all countries (see Table 3). Average life expectancy at
birth is expected to increase from 78.4 in 2022 to 86.1 in 2070 for men and from 84.0 in 2022 to
90.4 in 2070 for women, with a continued convergence between sexes. Net migration is projected to be
positive in nearly all countries, at an annual average of 0.3% of the EU population in 2022-2070.
Countries’ long-term immigration and emigration rates are based on a partial convergence to past
trends for the EU as a whole.

(*) The underlying demographic and macroeconomic assumptions for the 2024 Ageing Report are discussed in Commission and
EPC (2023), 2024 Ageing Report: Underlying assumptions and projection methodologies’, European Economy, Institutional
Paper 257. For Romania, the macroeconomic assumptions were updated to account for the pension reforms adopted in
November 2023. The budgetary projections in this report incorporate these reforms.
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Labour force participation is projected to rise, driven by older workers and women, but not
sufficiently to compensate for the decline in the working-age population

The participation rate of the EU working-age population is projected to increase by around
3 pps. The economic implications of the demographic projections depend on how many people take
part in the labour market and for how long. The Ageing Report’s labour force projections follow a
cohort approach that captures the current situation in each country and the future effects of legislated
pension reforms. The participation rate of people aged 20-64 is projected to increase from 79.4% in
2022 to 82.7% by 2070 and from 65.4% to 75.5% for people aged 55-64 (see Table 4). The upward
trend reflects the combined effect of pension reforms on the exit behaviour of older age groups and
the progressive increase in female labour market participation given the higher labour market
attachment of younger female cohorts.

Still, in most countries, higher participation would be insufficient to offset the projected
decline in the working-age population. As a result, the number of people in the labour force is
projected to decrease by 12% (25 million people) between 2022 and 2070 in the EU or 0.3% annually.
In several Member States, the labour force would shrink by more than a quarter by 2070.

Employment rates are also projected to increase, though total hours worked would decline because of
population ageing

Employment in the EU is projected to rise from around 75% of the working-age population
in 2022 to around 79% in 2070 (see Table 4). Employment is determined by the population,
participation and unemployment projections. The latter are based on estimates of structural
unemployment. The unemployment rate for the 20-64 age group would fall from 5.9% in 2022 to
5.1% in 2070. The 4 pps increase in the EU employment rate between 2022 and 2070 includes a
nearly 6 pps increase for women and about 2 pps for men. The employment rate of people aged 55-64
is expected to rise by 10 pps on average.

While a higher share of the population is expected to be employed, a shrinking working-age
population means that the total number of hours worked would nevertheless fall. The
average projected decline in hours worked between 2022 and 2070 amounts to 9% in the EU. As a
result, the economic old-age dependency ratio (inactive people above the age of 65 relative to
employed people aged 20-64) would rise from 46% in 2022 to 70% in 2070 (see Table 3). This means
that for every ten inactive people above 65, there will be 14 employed people in 2070, down from 22
in 2022 and 16 in 2045. The projected increase in the economic old-age dependency ratio is relatively
smaller than the one for the demographic old-age dependency ratio because of the increase in
participation and employment rates.

Amid a decline in hours worked, labour productivity would become the sole driver of GDP growth

Real GDP is projected to grow by 1.3% on average in the EU in 2022-2070 (see Table 4). On
the one hand, the contribution of labour to GDP growth is expected to turn negative as of the late
2020s, decreasing by 0.2% per year on average in 2022-2070. This decline results from a lower share
of working-age people in an already shrinking total population, with a higher employment rate
somewhat offsetting the decline. On the other hand, labour productivity is assumed to grow by 1.4%
per year on average over the projection period, of which 0.9 pps comes from total factor productivity
(TFP) and 0.5 pps from capital deepening.

In the updated projections, TFP growth converges to 0.8% in the long term in all countries.
Member States with GDP per capita below the EU average are assumed to experience faster TFP
growth in the first part of the projection period, in line with past trends. A similar catching-up
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mechanism applies to the capital deepening projections. The TFP convergence growth rate of 0.8%
compares to 1% in the 2021 Ageing Report. Despite this downward revision, the assumptions still
imply an acceleration in productivity growth in the medium term for many Members States, considering
that TFP growth has fallen back to historically low levels in recent years.

2.2.  Long-term budgetary projections

The budgetary projections for pensions, health care, long-term care and education consist
of a baseline and a range of sensitivity tests. Under the baseline, total ageing costs are rising in
most Member States, often substantially. Most of this budgetary burden will materialise over the next
two decades, when demographic ageing advances the fastest. A series of sensitivity tests is conducted
around the baseline to account for the uncertainty surrounding long-term projections. They illustrate
the extent to which the projections respond to changes in the main underlying assumptions. In addition,
scenarios are run to show the impact specific policy changes would have on the baseline projection.
These sensitivity tests and alternative scenarios point to considerable additional risks, including for
countries with more favourable baseline projections.

Baseline projection results

In the baseline, the total cost of ageing (pension, health care, long-term care and education
expenditure) is set to increase in the EU. Ageing costs amounted to 24.4% of GDP in 2022
including 11.4% for pensions, 6.9% for health care, 4.4% for education and 1.7% for long-term care.
They are projected to rise by 1.2 pps over the projection period, to 25.6% of GDP in 2070. The bulk of
this increase is expected by the mid-point of the projections in 2045, with ageing costs continuing to
rise slightly on average in the EU thereafter (see Tables 1 and 5).

Table 1: Change in cost of ageing 2022-2070: baseline projection (%/pps of GDP)
age-related change in 2022-2070 due to: age-related
expenditure (3} iture
2022 pensions health care long-term care education total 2070

L 17.2 m— 33 B 12 = 1.6 -0.4 WEEEE—— 10.7 27.9 Ly
MT 16.9 — 44 = 21 = 2.3 -0.1  — 8.6 25.6 MT
SK 19.0 - 28 = 1.6 = 1.4 0.3 W 6.1 25.0 SK
SI 22.1 - 38 1 08 1 1.0 -0.3 == 5.4 27.5 SI
HU 16.0 | 43 1 05 1 0.4 0.1 = 5.2 21.3 HU
BE 26.8 - 35 1 06 M 1.7 -0.8 == 5.1 31.9 BE
ES 23.9 - 36 & 1.2 1 0.9 -0.6 . 5.1 29.0 ES
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Countries are ranked by projected increase in total ageing costs in 2022-2070.
Source: European Commission, EPC.
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The projections vary considerably across Member States, for both the time profile and the
projected change in spending.

— A fall in total age-related expenditure is projected in six Member States: Greece, Italy, Latvia,
France, Portugal and Croatia. In Estonia, ageing costs would be unchanged in 2070 from 2022. For
all of them, a fall in the pension expenditure-to-GDP ratio is projected by 2070, with a generally
smaller decline in education expenditure. Yet, for Italy, Portugal, Croatia and Estonia, ageing costs
are expected to increase initially, falling only in a second phase of the projection period. For Greece,
Latvia and France, the decline in overall ageing costs runs throughout the projection period, with a
large part expected to materialise already in the next few decades.

— Age-related expenditure is expected to rise moderately (by up to 3 pps of GDP) in eight Member
States: Romania, Bulgaria, Sweden, Denmark, Poland, Germany, Austria and Finland. For most of
these countries, the projected decrease in education expenditure, and sometimes pension
expenditure, compensates for the spending increase for the other items. Changes for the different
items are limited among these countries. Moreover, in Romania, Bulgaria and Poland, age-related
expenditure as a percentage of GDP is currently well below the EU average.

— A substantial increase in ageing costs is projected in the remaining thirteen countries: the
Netherlands, Czechia, Cyprus, Lithuania, Ireland, Norway, Spain, Belgium, Hungary, Slovenia,
Slovakia, Malta and Luxembourg. The impact of rising pension spending in these countries is
compounded by higher health care and long-term care expenditure.

Looking at the different components, spending on care rises universally but it is pension
expenditure that drives the overall change in ageing costs by 2070. 16 Member States and
Norway would see pension spending increase over the projection period, while a small decrease is
expected in 11 Member States. Spending on health care and long-term care is projected to go up for all
countries — with a minor exception for health care in Latvia. (°) The upward trend in 2022-2045
extends into 2045-2070, in contrast with pension expenditure for which a trend reversal takes place
for many countries (see Table 5). Given the size of the change in pension expenditure and these trend
reversals, pension spending drives the overall change in ageing costs between 2022 and 2070.
Education expenditure is projected to decline slightly for most countries.

When a decline in pension expenditure is projected, this often reflects the impact of pension
reforms and indexation rules on benefit ratios. The benefit ratio gives an indication of pension
income adequacy. It expresses the average pension benefit in terms of the average wage. Thus, if new
pension benefits are lower than pensions in payment or if indexation is below average wage growth,
the pension benefit ratio declines because pension income falls relative to labour income. The baseline
projection, conducted at unchanged policy, results in a decline in the benefit ratio in nearly all
countries, going from 43% on average in the EU in 2022 to 36% in 2070 (see Graph 3). As a result,
and all else being equal, the pension expenditure-to-GDP ratio would decrease by around 3 pps on
average over the same period, mitigating the spending pressures stemming from population ageing, as
captured through the dependency ratio. A strong decline in pension adequacy might be politically
untenable, underscoring upward risks to the baseline projections through, for example, higher
indexation than implied by current legislation. At the same time, the projections assume that minimum
pensions follow wage growth over time and the build-up of rights under private schemes are projected
to mitigate the decline in pension adequacy in the public scheme.

(°) The decline in health care spending for Latvia between 2022 and 2070 is due to high temporary spending because of
COVID-19 in 2022. When comparing 2023 and 2070, spending increases.
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Graph 3: Public pension benefit ratio (average pension benefit as % of average wage)
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Countries are ranked by benefit ratio level in 2070. The benefit ratio is computed on gross public pension expenditure.
Source: European Commission, EPC.

Risk analysis around the baseline

Given that the expenditure projections cover a long timespan, they come with a
considerable degree of uncertainty. For this reason, a set of sensitivity tests and alternative
scenarios is conducted around the baseline. They measure the sensitivity of the baseline spending
projections to a change in the main underlying assumptions (demographic, macroeconomic and non-
demographic cost drivers) or a change in the no-policy-change assumption applied in the baseline. Two
of them deserve particular attention:

— Lower TFP growth: the baseline assumes total factor productivity (TFP) growth, a major
component of labour productivity, to steadily increase. Since this implies a reversal of the trend
decline seen in many countries in the last few decades, there is considerable risk that TFP growth
fails to pick up. For this reason, the projections include a sensitivity test under which TFP growth
converges to 0.6% instead of the 0.8% in the baseline. Less dynamic productivity growth would
lower economic growth amid persistent population ageing: potential GDP growth would be 1.1% on
average in 2022-2070 in the EU, compared with 1.3% in the baseline.

— Risk scenario for health care and long-term care: non-demographic factors may exert upward
pressure on costs in the health care and long-term care systems. To gauge the impact such
developments may have, an alternative scenario assumes a partial continuation of recently
observed upward trends in health care expenditure, notably due to technological progress. For long-
term care, the scenario assumes an upward convergence of coverage and costs profiles towards EU
averages. (°)

(®) The scenario maintains the baseline assumption that half of the future gain in life expectancy is spent in good health. This
considerably mitigates the demographic effects of ageing and can only be achieved if health systems contribute to healthy
ageing, mostly through health promotion and prevention.
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The non-demographic risk scenario for health care and long-term care results in
considerably higher ageing costs. By 2070, spending would rise to 28.3% of GDP on average in the
EU, 2.7 pps above the baseline level (see Graph 4). Under this scenario, total age-related spending
would rise in nearly all countries by 2070 (7) (see Tables 2 and 8). As a result of the convergence
assumption for long-term care, the impact of the scenario is particularly high for Portugal, Lithuania,
Estonia, Cyprus, Poland, Slovakia, Malta, Greece, Romania and Hungary.

Table 2: Cost of ageing (change 2022-2070) - baseline, lower TFP growth and risk scenario (pps of GDP*)

BE BG CZ DK DE EE IE EL ES FR HR IT CY LV LT LU HU MT NL AT PL PT RO SI SK FI SE NO EU
baseline projection 5.1 0.6 3.7 14 2.0 0.0 49 -24 51 -0.7 -0.2 -2.0 41 -1.9 46 10.7 52 86 3.5 26 19 -05 0.2 54 6.1 27 0.8 50 1.2

lower TFP growth [1.4° 0.2 0.3 0.7 0.1 0.1 0.0 0.7 1.0 0.7 0.2 0.6 0.4 0.1 0.4 0.7 0.5 0.5 0.0 0.1 0.3 0.8 0.4 0.2 0.4 0.5 0.0 0.2 0.4
risk scenario (HC/LTC) 2.9 3.3 2.5 1.3 1.7 6.2 1.7 4.1 3.5 3.0 25 1.8 4.6 3586 1.9 4.0 43 2.6 2.4 4489 40 3.6 43 29 2.7 2.0 2.7

*Figures for the lower TFP growth test and the risk scenario are deviations from the baseline.
Source: European Commission, EPC.

Comparison with the 2021 Ageing Report projections

Compared with the 2021 Ageing Report, lower increases in care spending and a larger
decrease in education spending compensate for a higher expected rise in pension spending.
The expected rise in total ageing costs of 1.2 pps of GDP in 2022-2070 is 0.1 pp higher than what was
projected in the previous report over the same period for the EU. This reflects an upward revision for
pensions of 1 pp, while the changes were revised downward for health care (-0.4 pps), long-term care
(-0.2 pps) and education (-0.4 pps) (see Table 6). The pattern of an upward revision for pensions and a
downward revision for the other items applies to most Member States. In half of them, the projected
change in ageing-related expenditure in 2022-2070 is higher than in the 2021 Ageing Report (see
Graph 5). The biggest upward revisions are for Spain (+6.5 pps of GDP), Lithuania (+3.6 pps) and
Cyprus (+2.8 pps). Downward revisions are the largest for Slovakia (-2.9 pps) and Slovenia (-2.7 pps).

() With the exception of Italy (-0.2 pps of GDP), which would nevertheless have an increase in the first half of the projection
period under the risk scenario by 2070.
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Graph 5: Cost of ageing and pension expenditure: 2024 vs 2021 Ageing Report
change in total age-related expenditure change in public pension expenditure
(2022-2070; pps of GDP) w (2022-2070; pps of GDP)
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Countries left (right) of the 45-degree line saw an upward (downward) revision in the expenditure projections.
Source: European Commission, EPC.

The revisions in total age-related spending are driven by the revisions in the pension
projections. With the exception of Bulgaria, actual pension expenditure in terms of GDP turned out to
be lower in 2022 than projected in the 2021 Ageing Report given that (i) the economic impact of
COVID-19 was milder than anticipated and (ii) high inflation resulted in a substantial increase in
nominal GDP in 2022, while indexation of benefits occurs with a lag. Despite the lower starting point,
the change in pension spending over the period 2022-2070 was revised upward for all but five
countries (see Graph 5). For most countries, the updated demographic and macroeconomic assump-
tions result in an upward revision. The expenditure-increasing impact is the largest for Lithuania
(+3.2 pps of GDP), Cyprus and France (+2 pps for both). For Slovenia, a change in the assumed exit
behaviour reduces the pension expenditure projection by 1.2 pps of GDP by 2070 given that, on the
basis of current data for younger cohorts, future generations will not have the required contributory
period to retire early. Policy measures adopted since the previous report are a second source of
revisions. Over the projection period, new policy measures lower the projected change in pension
expenditure substantially in Bulgaria ( 2.3 pps of GDP) and Slovakia ( 1.5 pps), while increasing spen-
ding in Spain (+4.6 pps of GDP), Romania (+2.2 pps), Lithuania (+0.6 pps) and Belgium (+0.5 pps). (8)

(®) The projections for Belgium do not include the measures adopted by Parliament on 4 April 2024.



Table 3: Demographic indicators
Total population (million) Old-age dependency ratio (%)™ Economic dependency ratio (%)® (IiveF::ti:itS‘;\:la:;an) Malel-slfe ey (Fg“a\es Net migration ('000)
2022 2070 change (%) 2022 2070 change (pps) 2022 2070 change (pps) 2022 2070 ;g;;gz 2022 2070 2“(;‘232"_9;0 2022 2070 zc(;‘;;-g;o 2022 2070 Zao‘éezr?f(iz,
BE 11.7 12.7 9% 337 53.0 19.2 45.4 66.9 21.5 BE 1.53 1.64 1.59 79.5 86.4 6.9 84.6 90.5 5.9 116 29 0.3%
BG 6.9 53 -23% 36.6 60.3 23.6 45.1 75.5 30.3 BG 1.56 1.69 1.65 70.5 82.8 12.3 77.7 87.7 10.0 160 16 0.2%
cz 10.7 10.6 -2% 34.9 51.5 16.6 40.2 62.7 22.5 cz 1.72 1.75 1.74 75.9 84.8 8.9 81.9 89.2 7.3 471 25 0.3%
DK 5.9 6.2 5% 35.4 56.5 211 403 56.6 16.3 DK 1.68 1.73 171 79.9 86.4 6.5 83.6 90.1 6.5 55 13 0.2%
DE 83.9 84.2 0% 37.4 55.0 17.6 42.9 62.9 20.0 DE 1.53 1.63 1.58 79.0 86.0 7.0 83.8 90.0 6.2 1631 236 0.4%
EE 1.4 1.3 3% 34.9 57.3 224 35.9 58.5 226 EE 157 1.73 1.69 74.3 84.1 2.8 83.0 89.8 6.8 45 4 0.3%
IE 5.1 6.1 19% 25.7 55.6 29.8 30.4 63.8 333 1E 1.60 1.69 1.65 80.8 86.9 6.1 84.6 90.6 6.0 93 12 0.3%
EL 10.4 7.8 -25% 39.0 66.0 27.0 56.2 80.9 247 EL 1.41 1.55 1.48 78.8 86.5 7.7 84.2 90.4 6.2 22 20 0.1%
ES 47.7 47.7 0% 33.3 64.5 31.2 46.3 77.8 315 ES 1.19 1.42 131 80.8 87.1 6.3 86.5 915 5.0 677 194 0.5%
FR 68.0 69.7 2% 38.2 57.8 19.7 49.7 70.2 205 FR 1.82 1.79 1.80 79.7 86.7 7.0 85.9 91.3 5.4 275 99 0.1%
HR 3.9 3.0 -22% 38.9 62.2 23.3 53.9 78.5 246 HR 1.49 1.59 1.54 74.9 84.2 9.3 81.2 88.9 7.7 14 10 0.2%
i 59.0 53.3 -10% 408 65.5 24.7 60.0 79.9 20.0 m 1.24 1.45 1.35 81.1 87.1 6.0 85.5 91.0 5.5 348 240 0.4%
cv 0.9 1.0 9% 26.7 55.5 28.8 311 62.4 313 cv 1.37 1.51 1.44 80.5 86.8 6.3 84.6 90.3 57 18 2 0.2%
v 1.9 13 -33% 36.0 61.0 25.0 41.0 75.5 34.5 v 1.53 1.70 1.64 70.3 82.5 12.2 79.8 88.4 8.6 33 2 -0.1%
LT 2.8 2.0 -29% 33.1 72.4 39.3 37.2 86.6 49.4 LT 1.44 1.65 1.56 70.8 82.8 12,0 80.5 88.9 8.4 82 6 0.1%
L 0.7 1.0 49% 23.1 55.4 323 30.0 73.1 43.0 Lu 1.38 1.56 1.48 80.7 86.9 6.2 85.0 20.8 5.8 15 4 0.7%
HU 9.7 9.0 7% 345 54.3 19.8 40.4 62.0 21.5 HU 1.62 1.72 1.69 72.5 83.6 111 79.3 88.5 9.2 48 26 0.3%
MT 0.5 08 54% 305 65.4 34.9 35.2 75.5 403 MT 1.15 1.49 1.36 80.9 87.0 6.1 84.6 20.8 6.2 11 4 1.0%
NL 17.7 18.7 6% 34.3 56.3 22.0 37.3 55.9 18.6 NL 1.53 1.63 1.59 80.3 86.7 6.4 83.6 90.0 6.4 235 42 0.3%
AT 9.0 9.5 6% 32.0 57.0 25.0 39.5 67.4 27.9 AT 1.44 1.57 1.51 79.5 86.3 6.8 84.2 90.2 6.0 104 35 0.4%
PL 38.1 31.8 -16% 31.9 63.7 31.9 39.0 80.0 41.0 PL 1.39 1.61 1.53 73.2 84.1 10.9 81.3 89.5 8.2 1001 69 0.2%
PT 10.4 2.0 -14% 40.7 67.8 27.0 48.6 75.8 27.2 PT 1.41 1.55 1.48 79.6 86.9 7.3 85.0 20.4 5.4 82 39 0.3%
RO 19.0 15.0 -21% 33.5 55.8 223 47.9 78.8 30.9 RO 1.81 1.77 1.79 70.9 83.3 12.4 78.6 88.5 9.9 79 28 0.0%
st 2.1 2.0 5% 36.1 57.5 21.5 44.1 69.7 25.6 st 1.59 1.69 1.65 78.5 86.0 7.5 84.4 90.5 6.1 15 6 0.3%
sK 5.5 48 -12% 28.5 59.7 31.2 35.4 69.7 34.3 sK 1.60 1.66 1.63 73.4 84.1 10.7 80.4 89.1 8.7 % 8 0.1%
F1 5.6 5.2 -6% 41.2 62.4 21.3 48.4 70.1 217 F1 1.39 1.53 1.47 79.0 86.1 7.1 84.1 90.4 6.3 77 13 0.3%
SE 10.5 12.9 23% 36.0 50.4 14.4 39.1 52.9 13.7 SE 1.68 1.76 1.74 81.5 87.0 5.5 85.4 90.7 5.3 99 32 0.4%
NO 5.4 6.5 20% 31.2 54.4 232 33.8 60.7 26.9 NO 1.47 1.60 1.54 82.1 87.3 5.2 85.1 90.7 5.6 36 26 0.4%
EA 348.2 341.1 2% 36.9 59.6 227 47.1 70.0 22.9 EA 1.48 1.60 1.54 79.6 86.5 6.9 84.8 90.7 5.8 3990 1002 0.3%
EU 449.1 431.9 -4% 36.1 59.1 23.0 457 69.9 24.2 EU 1.50 1.62 1.57 78.4 86.1 7.7 84.0 90.4 6.4 5002 1212 0.3%

(1) (population 65+) / (population 20-64y).
(2) (inactive population 65+) / (employment 20-64y).

(3) Net migration as % of total population in the previous year.

Source: European Commission, EPC.
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Table 4:

Macroeconomic indicators

Employment rate (%) Participation rate (%) Unemployment rate (%) :‘e";':gi :'gg:';"e:’;z‘:‘r"xork;z) :':oh:::w:rt:;) Real GOP
Yo p— p— Working-age P
(20-64y) (55-64y) (20-64y) (55-64y) (20-64y) 2070) TP eaing  changein: Population EMPIONTENt popultion o

2022 2070 C?::sg)e 2022 2070 C("::sg)e 2022 2070 C?::sg)e 2022 2070 C;‘::Sg)e 2022 2070 cz\::ge 1=245  2=3+4 3 4 5+75+=8+9 6 7 8 9 10=1-6
BE | 721 758 37 | 569 678 109 | 761 803 4.1 59.1  70.6 115 5.3 5.6 0.3 BE 1.3 1.1 0.7 0.4 0.2 0.2 0.1 -0.1 0.0 1.1
BG | 758 7666 08 | 685 705 20 [ 791 805 13 71.0 735 2.5 42 4.9 0.6 BG 1.4 2.2 14 0.8 -0.7 0.5 0.1 0.3 0.0 2.0
cz | 813 794 -19 | 732 732 00 | 8.1 815 -16 | 747 750 0.3 2.2 2.6 0.5 cz 1.5 17 11 0.6 0.2 0.0 0.0 0.2 0.0 15
DK | 80.2 848 46 | 733 843 110 | 8.6 880 4.4 755  86.6  11.1 4.1 3.6 0.5 DK 1.3 1.3 0.8 0.5 0.1 0.1 0.1 0.2 0.0 1.2
DE | 807 819 12 | 733 752 20 | 833 852 1.9 753 77.9 2.6 3.1 3.8 0.8 DE 1.1 1.3 0.8 0.4 -0.1 0.0 0.0 0.2 0.0 11
EE | 81.8 8.1 43 | 734 850 116 | 865 917 5.1 771 897 126 5.4 6.0 0.6 EE 1.6 1.6 1.0 0.6 0.0 0.0 0.2 0.2 0.0 16
IE 782 813 31 | e67 716 49 | 816 858 43 69.0 748 5.8 42 5.3 1.2 IE 2.1 1.8 1.4 0.4 0.3 0.4 0.0 0.1 0.0 17
EL | 66.1 747 86 | 522 745 223 | 754 799 4.5 574 782  20.8 12.4 6.5 5.8 EL 1.1 1.6 11 0.5 -0.6 -0.6 0.3 0.3 0.0 17
ES | 69.6 764 68 | 576 729 152 | 796 816 2.0 65.4 775 121 12.6 6.4 6.2 ES 1.2 1.3 0.8 0.1 0.0 0.1 0.2 0.0 1.2
FR | 740 790 50 | 569 719 149 | 796 843 4.7 60.4 759 155 7.0 6.3 -0.7 FR 1.1 1.0 0.7 0.4 0.1 0.1 0.2 0.2 0.0 11
HR | 700 761 6.1 | 504 623 119 | 749  81.2 6.2 53.0 654 124 6.6 6.3 -0.3 HR 1.5 1.9 1.2 0.7 0.4 -0.6 0.3 -0.2 0.0 2.0
m 648 713 65 | 551 733 182 | 704 763 5.8 57.9 763 184 8.0 6.4 -1.5 m 1.1 1.2 0.8 0.4 0.1 -0.2 0.3 -0.2 0.0 13
cy 77.5 80.8 3.3 64.6 72.5 7.9 83.2 86.1 3.0 68.0 76.1 8.1 6.8 6.2 -0.6 cY 1.6 1.5 0.9 0.6 0.1 0.2 0.1 -0.2 0.0 1.4
v | 770 780 10 | 695 706 11 82.7 833 0.6 737 746 0.9 6.9 6.5 0.5 LV 1.1 2.1 13 0.8 -1.0 0.8 0.1 0.2 0.0 1.9
LT | 7910 798 08 | 701 703 01 842  85.4 1.2 753 757 0.4 6.1 6.5 0.4 LT 1.1 2.1 1.2 0.9 -1.0 0.7 -0.1 0.3 0.0 1.7
W | 745 745 00 | 463 502 4.0 | 776 784 0.8 484 533 4.9 4.0 5.0 1.0 L 1.8 0.9 0.6 0.3 0.8 0.9 0.1 0.2 0.0 0.9
HU | 803 836 33 | 659 755 96 | 8.2 866 3.4 68.0  77.8 2.8 3.5 3.5 0.1 HU 1.7 2.0 13 0.8 -0.3 0.2 0.1 0.2 0.1 1.9
MT | 81.0 835 25 | 543 700 157 | 8.3  87.0 3.8 553 718  16.5 2.7 4.0 13 MT 2.1 1.6 1.0 0.6 0.5 0.9 0.0 0.3 -0.1 1.2
NL | 829 877 48 | 731 816 84 | 854 904 5.0 753 84.2 8.9 2.9 3.0 0.1 NL 1.3 1.1 0.7 0.4 0.2 0.1 0.2 0.2 0.0 1.2
AT | 773 814 42 | 565 671 107 | 80.9  85.1 4.1 58.6  69.4  10.7 45 4.3 0.2 AT 1.3 1.2 0.8 0.4 0.0 0.1 0.1 0.2 0.0 11
L | 769 76,9 01 | 568 607 3.9 | 791  79.3 0.2 57.8  61.9 4.1 2.9 3.0 0.1 L 1.5 2.2 1.4 0.8 0.7 0.3 0.0 0.3 0.0 1.8
PT | 776 807 31 | 658 764 106 | 825  86.1 3.6 69.3 806 113 5.9 6.2 0.3 PT 1.2 1.7 11 0.5 -0.4 -0.3 0.1 0.3 0.0 15
RO | 683 688 05 | 468 587 118 | 721 731 1.0 486 610 124 5.2 5.8 0.6 RO 1.7 2.4 1.4 1.0 -0.7 -0.5 0.0 0.2 0.0 2.2
s 78.3 806 23 | 551 724 173 | 814 854 4.0 573 766  19.4 3.9 5.7 1.8 sl 1.6 1.7 1.2 0.6 0.1 0.1 0.2 0.2 0.0 17
sk | 768 797 29 | 640 792 152 | 817 848 3.1 67.1 828 157 6.0 6.0 0.1 Sk 1.4 2.0 1.2 0.7 0.5 -0.3 0.1 -0.3 0.0 17
FI 783 803 20 | 715 772 58 | 8.7 856 1.9 77.0  83.1 6.0 6.4 6.2 -0.2 FI 1.1 1.3 0.8 0.5 -0.2 -0.1 0.1 -0.2 0.0 1.2
SE | 823 842 19 | 778 824 46 | 878 891 1.3 822  86.5 4.3 6.3 5.5 -0.8 SE 1.6 1.2 0.8 0.4 0.4 0.4 0.1 0.1 0.0 1.2
NO | 80.8 820 13 | 745 721 24 | 8.0 845 1.5 755 732 -23 2.7 3.0 0.3 NO 1.5 1.2 0.8 0.4 0.3 0.4 0.1 0.1 0.0 1.1
EA | 741 786 46 | 625 735 11.0 | 793 831 3.8 659  76.9  11.0 6.6 5.4 -1.2 EA 1.2 1.3 0.9 0.4 -0.1 0.0 0.1 0.2 0.0 1.2
EU | 747 785 38 | 623 723 100 | 794 827 3.3 654 755  10.1 5.9 5.1 -0.9 EU 1.3 1.4 0.9 0.5 0.2 0.1 0.1 0.2 0.0 1.3

GDP growth is potential growth, which coincides with actual growth as of 2027 in the projections.

Source: European Commission, EPC.
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Table 5: Baseline — expenditure projections
2024 Ageing Report - baseline: age-related expenditure (%/pps of GDP)
pensions health care long-term care education total
2022 A 2022-45 A 2022-70 2022 A 2022-45 A 2022-70 2022 A 2022-45 A 2022-70 2022 A 2022-45 A 2022-70 2022 A 2022-45 A 2022-70
BE 12.7 1.9 3.5 6.1 0.4 0.6 2.3 0.9 1.7 5.6 -0.8 -0.8 26.8 2.4 5.1 BE
BG 9.5 -0.1 0.1 4.5 0.4 0.2 0.5 0.1 0.2 3.7 -0.1 0.1 18.2 0.3 0.6 BG
cz 8.7 1.3 1.7 6.4 0.1 0.2 1.5 0.7 1.4 4.1 0.1 0.3 20.6 2.2 3.7 cz
DK 8.3 0.0 -1.4 7.4 0.1 0.4 3.0 2.0 3.3 5.8 -0.5 -0.9 24.4 1.6 1.4 DK
DE 10.2 0.8 1.2 8.0 0.0 0.1 1.9 0.5 0.5 4.3 0.2 0.2 24.3 1.5 2.0 DE
EE 7.4 0.1 -0.7 5.1 0.4 0.6 0.4 0.4 0.7 3.9 -0.6 -0.6 16.8 0.3 0.0 EE
IE 3.8 1.7 2.8 4.1 0.8 1.5 1.2 0.6 1.4 2.8 -0.6 -0.7 12.0 2.4 4.9 1IE
EL 14.5 -0.5 -2.5 5.4 0.6 0.6 0.1 0.0 0.0 3.4 -0.4 -0.5 23.4 -0.4 -2.4 EL
ES 13.1 3.8 3.6 5.9 1.0 1.2 0.8 0.4 0.9 4.1 -0.7 -0.6 23.9 4.5 5.1 ES
FR 14.4 -0.5 -0.9 8.8 0.1 0.3 1.9 0.4 0.7 4.8 -0.7 -0.9 29.9 -0.7 -0.7 FR
HR 9.0 0.3 -0.2 5.8 0.4 0.7 0.5 0.1 0.1 3.4 -0.7 -0.7 18.8 0.1 -0.2 HR
IT 15.6 0.9 =g (©-3) 0.1 0.1 1.6 0.3 0.5 3.8 -0.6 -0.8 27.3 0.7 -2.0 IT
cYy 8.2 2.7 3.6 7.5 0.5 0.8 0.2 0.1 0.1 5.0 -0.4 -0.5 20.9 2.8 4.1 CY
LV 7.2 -0.8 -1.7 6.0 -0.3 -0.3 0.5 0.2 0.3 3.6 -0.4 -0.2 17.2 -1.4 -1.9 LV
LT 6.4 3.1 3.2 4.3 0.5 0.8 1.0 0.4 0.9 3.0 -0.4 -0.3 14.8 3.7 4.6 LT
LU 9.2 2.6 8.3 3.9 0.7 1.2 1.1 0.5 1.6 3.0 -0.4 -0.4 17.2 3.4 10.7 LU
HU 7.7 2.4 4.3 4.3 0.4 0.5 0.5 0.2 0.4 3.5 0.0 0.1 16.0 3.0 5.2 HU
MT 6.2 -0.5 4.4 Dol 0.5 2.1 1.2 0.6 2.3 4.5 -0.7 -0.1 16.9 -0.2 8.6 MT
NL 6.5 1.4 2.0 5.7 0.5 0.7 3.8 1.2 1.9 4.9 -0.7 -1.0 21.0 2.3 3.5 NL
AT 13.7 0.5 0.4 7.8 0.8 1.1 1.6 0.8 1o 4.6 -0.5 -0.4 27.7 1.6 2.6 AT
PL 10.2 0.4 -0.2 4.4 0.7 1.1 0.5 0.4 0.9 3.9 -0.2 0.1 19.1 1.2 1.9 PL
PT 12.2 2.9 -1.8 6.2 0.7 1.0 0.5 0.3 0.4 4.4 0.0 -0.1 23.3 4.0 -0.5 PT
RO 8.5 2.1 -0.9 4.4 0.6 0.7 0.3 0.2 0.4 2.5 0.0 0.0 15.8 2.9 0.2 RO
SI 9.8 3.0 3.8 7.0 0.7 0.8 1.0 0.6 1.0 4.3 -0.4 -0.3 22.1 3.8 5.4 SI
SK 8.5 2.7 2.8 5.7 1.3 1.6 1.0 0.7 1.4 3.7 0.1 0.3 19.0 4.9 6.1 SK
FI 12.8 -0.4 1.4 6.2 0.4 0.6 2.1 1.1 1.8 5.3 -0.9 =ilyil 26.4 0.1 2.7 FI
SE 7.4 -0.4 -0.2 7.3 0.1 0.4 3.2 0.6 1.3 5.8 -0.5 -0.6 23.6 -0.3 0.8 SE
NO 10.8 1.2 1.7 7.7 0.8 1.2 4.0 1.8 3.5 7.5 -1.2 -1.4 30.1 2.5 5.0 NO
EA 11.9 0.9 0.6 7.1 0.2 0.4 1.8 0.5 0.8 4.3 -0.4 -0.5 25.1 1.2 1.4 EA
EU 11.4 0.7 0.4 6.9 0.2 0.4 1.7 0.5 0.8 4.4 -0.4 -0.5 24.4 1.0 1.2 EU

Source: European Commission, EPC.
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Table 6:

Revisions compared to 2021 Ageing Report

2024 Ageing Report vs 2021 Ageing Report - baseline: difference (pps of GDP)

pensions health care long-term care education total
2022 A 2022-45 A 2022-70 2022 A 2022-45 A 2022-70 2022 A 2022-45 A 2022-70 2022 A 2022-45 A 2022-70 2022 A 2022-45 A 2022-70
BE -0.2 -0.3 1.3 0.4 -0.1 0.0 0.0 -0.2 -0.3 0.2 -0.4 -0.5 0.5 -1.0 0.5 BE
BG 0.5 -0.1 -0.6 -0.1 0.0 0.0 0.2 0.0 0.0 0.8 -0.2 -0.2 1.4 -0.3 -0.8 BG
cz -0.6 -0.1 0.1 0.6 -0.7 -0.6 -0.1 -0.1 -0.2 0.5 -0.1 -0.2 0.4 -1.0 -0.8 cz
DK -0.7 1.2 0.3 0.6 -0.4 -0.3 -0.7 -0.2 0.1 0.2 -0.3 -0.5 -0.7 0.3 -0.4 DK
DE -0.6 -0.6 -0.5 0.6 -0.4 -0.3 0.3 0.2 0.3 0.3 -0.2 -0.3 0.6 -0.9 -0.8 DE
EE -0.3 1.5 1.6 0.1 -0.2 -0.2 0.0 0.3 0.4 -0.1 -0.2 -0.3 -0.3 1.4 1.5 EE
1IE -1.3 -0.4 0.3 0.0 0.0 0.1 -0.1 -0.3 -0.4 -0.5 -0.5 -0.5 -1.9 -1.2 -0.6 1IE
EL -1.0 1.2 1.0 0.9 -0.1 -0.2 0.0 0.0 0.0 0.2 0.2 0.1 0.1 1.3 1.0 EL
ES -0.1 3.8 6.6 0.1 -0.2 -0.1 0.0 0.0 0.2 0.5 -0.2 -0.2 0.6 3.5 6.5 ES
FR -0.8 0.1 1.8 0.0 -0.5 -0.4 -0.1 0.0 0.0 0.4 -0.3 -0.4 -0.5 -0.7 1.0 FR
HR -1.7 0.9 1.1 -0.1 -0.1 0.0 0.1 0.0 0.0 -1.3 -0.4 -0.6 -3.0 0.4 0.5 HR
T -0.8 -0.1 0.9 0.0 -0.7 -0.6 -0.1 -0.3 -0.4 0.4 -0.3 -0.5 -0.5 -1.4 -0.6 1T
cYy -1.5 2.1 2.5 4.6 0.3 0.5 -0.2 -0.1 -0.1 0.0 0.0 -0.1 2.9 2.4 2.8 cYy
LV -0.5 0.5 0.0 1.2 -0.7 -0.5 0.0 0.0 0.1 -0.1 -0.2 -0.2 0.7 -0.3 -0.6 LV
LT -1.3 2.6 3.5 0.1 0.0 0.2 0.0 0.0 0.2 0.1 -0.3 -0.3 -1.1 2.3 3.6 LT
LU -0.8 -1.3 0.3 0.2 0.1 0.3 0.1 0.0 0.1 0.2 0.2 0.2 -0.3 -1.0 0.8 LU
HU -0.9 0.3 0.5 -0.6 -0.2 -0.3 0.0 -0.1 -0.3 0.2 0.1 0.1 -1.4 0.1 0.1 HU
MT -1.2 -0.4 0.8 -0.3 -0.7 -0.5 -0.1 -0.1 0.6 0.3 -0.1 0.0 -1.2 -1.3 0.9 MT
NL -0.8 -0.3 0.2 0.0 -0.1 0.0 0.0 -0.6 -0.6 0.3 -0.6 -0.8 -0.6 -1.7 -1.2 NL
AT -0.6 -0.1 0.3 0.8 -0.1 0.0 -0.3 -0.2 -0.2 0.1 -0.3 -0.4 0.0 -0.7 -0.3 AT
PL -1.4 1.5 1.0 -1.2 -0.5 -0.8 -0.3 -0.3 -0.7 0.2 0.0 0.1 -2.8 0.6 -0.4 PL
PT -0.8 2.3 1.7 0.4 -0.5 -0.5 0.0 0.1 0.0 0.4 -0.1 -0.2 0.0 1.7 1.1 PT
RO -5.2 1.1 1.0 0.4 -0.1 -0.2 0.0 0.0 0.0 0.0 0.2 0.1 -4.8 1.2 0.9 RO
SI -0.4 -1.6 -1.9 0.7 -0.3 -0.3 -0.1 -0.1 -0.2 0.4 -0.3 -0.4 0.7 -2.3 -2.7 SI
SK -1.0 -0.2 -1.9 -0.6 0.0 -0.3 0.0 -0.2 -0.6 0.4 -0.1 -0.2 -1.2 -0.5 -2.9 SK
FI -0.9 0.6 0.6 0.0 -0.2 -0.1 -0.1 -0.2 -0.1 0.1 -0.2 -0.3 -0.9 0.1 0.1 FI
SE -0.8 0.8 0.5 0.1 -0.4 -0.3 -0.4 -0.3 -0.7 0.0 -0.1 -0.2 -1.1 0.1 -0.8 SE
NO -0.6 0.0 -0.5 0.5 0.1 0.2 -0.2 -0.2 -0.3 0.4 -0.7 -0.8 0.1 -0.8 -1.4 NO
EA -0.8 0.2 1.2 0.2 -0.4 -0.3 0.0 0.0 0.0 0.3 -0.3 -0.4 -0.2 -0.5 0.5 EA
EU -0.9 0.3 1.0 0.1 -0.4 -0.4 0.0 -0.1 -0.2 0.3 -0.3 -0.4 -0.5 -0.5 0.1 EU

Source: European Commission, EPC.
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Table 7: Lower productivity growth — expenditure projections
2024 Ageing Report - lower TFP growth: age-related expenditure (%/pps of GDP)
pensions health care long-term care education total
2022 A 2022-45 A 2022-70 2022 A 2022-45 A 2022-70 2022 A 2022-45 A 2022-70 2022 A 2022-45 A 2022-70 2022 A 2022-45 A 2022-70
BE 12.7 2.2 4.6 6.1 0.4 0.6 2.3 0.9 1.7 5.6 -0.8 -0.8 26.8 2.7 6.2 BE
BG 9.5 0.0 0.4 4.5 0.4 0.2 0.5 0.1 0.2 3.7 -0.1 0.1 18.2 0.4 0.8 BG
Ccz 8.7 1.5 2.1 6.4 0.0 0.2 1.5 0.7 1.4 4.1 0.1 0.3 20.6 2.4 4.0 Ccz
DK 8.3 0.2 -0.7 7.4 0.1 0.4 3.0 2.0 8.5 5.8 -0.5 -0.9 24.4 1.8 2.1 DK
DE 10.2 0.8 1.2 8.0 0.0 0.1 1.9 0.5 0.6 4.3 0.2 0.2 24.3 1.5 2.1 DE
EE 7.4 0.2 -0.5 5.1 0.4 0.5 0.4 0.4 0.7 3.9 -0.6 -0.6 16.8 0.4 0.2 EE
IE 3.8 1.7 2.9 4.1 0.8 1.4 1.2 0.6 1.4 2.8 -0.6 -0.7 12.0 2.4 5.0 1IE
EL 14.5 -0.2 -1.8 5.4 0.5 0.5 0.1 0.0 0.0 3.4 -0.4 -0.5 23.4 -0.1 -1.7 EL
ES 13.1 4.2 4.6 5.9 1.0 1.2 0.8 0.4 0.9 4.1 -0.7 -0.6 23.9 4.9 6.1 ES
FR 14.4 -0.3 -0.2 8.8 0.1 0.3 1.9 0.5 0.7 4.8 -0.7 -0.9 29.9 -0.4 0.0 FR
HR 9.0 0.4 0.0 5.8 0.4 0.6 0.5 0.1 0.1 3.4 -0.7 -0.7 18.8 0.1 0.0 HR
IT 15.6 1.3 =il.3 6.3 0.1 0.1 1.6 0.3 0.5 3.8 -0.6 -0.8 27.3 il -1.4 IT
cYy 8.2 2.8 4.1 7.5 0.5 0.8 0.2 0.1 0.1 5.0 -0.4 -0.5 20.9 3.0 4.5 CY
LV 7.2 -0.7 -1.6 6.0 -0.3 -0.3 0.5 0.2 0.3 3.6 -0.4 -0.2 17.2 -1.2 -1.8 LV
LT 6.4 3.1 3.7 4.3 0.5 0.8 1.0 0.4 0.9 3.0 -0.4 -0.3 14.8 3.7 5.1 LT
LU 9.2 2.8 9.0 3.9 0.7 1.2 1.1 0.5 1.6 3.0 -0.4 -0.4 17.2 3.6 11.4 LU
HU 7.7 2.6 4.8 4.3 0.4 0.5 0.5 0.2 0.4 3.5 0.0 0.1 16.0 3.2 5.8 HU
MT 6.2 -0.5 4.9 5.1 0.4 2.1 il.2 0.6 208 4.5 -0.7 (0.l 16.9 =0, ).l MT
NL 6.5 1.4 2.0 5.7 0.5 0.7 3.8 1.2 1.9 4.9 -0.7 -1.0 21.0 2.3 3.5 NL
AT 13.7 0.7 0.5 7.8 0.8 1.1 1.6 0.8 1.5 4.6 -0.5 -0.4 27.7 1.8 2.7 AT
PL 10.2 0.5 0.2 4.4 0.7 1.1 0.5 0.4 0.9 3.9 -0.2 0.1 19.1 1.4 2.2 PL
PT 12.2 8.5 -1.0 6.2 0.7 1.0 0.5 0.3 0.4 4.4 0.0 -0.1 23.3 4.3 0.3 PT
RO 8.5 2.4 -0.5 4.4 0.6 0.7 0.3 0.2 0.4 2.5 0.0 0.0 15.8 3.2 0.6 RO
SI 9.8 Sl 4.1 7.0 0.7 0.8 1.0 0.6 1.0 4.3 -0.4 -0.3 22.1 4.0 5.6 SI
SK 8.5 2.9 3.2 5.7 1.3 1.5 1.0 0.7 1.4 3.7 0.1 0.3 19.0 5.0 6.4 SK
FI 12.8 -0.2 1.9 6.2 0.4 0.6 2.1 1.1 1.8 5.3 -0.9 =il il 26.4 0.3 3.2 FI
SE 7.4 -0.4 -0.1 7.3 0.0 0.4 3.2 0.6 1.3 5.8 -0.5 -0.6 23.6 -0.3 0.8 SE
NO 10.8 il 1.9 7.7 0.7 1.2 4.0 1.8 3.5 7.5 s1.2 -1.4 30.1 2.6 5.8 NO
EA 11.9 1.0 1.1 7.1 0.2 0.4 1.8 0.5 0.9 4.3 -0.4 -0.5 25.1 1.4 1.8 EA
EU 11.4 0.9 0.8 6.9 0.2 0.3 1.7 0.5 0.9 4.4 -0.4 -0.5 24.4 il,2 1.6 EU

This scenario does not affect the education projections, which are identical to the baseline in this table.

Source: European Commission, EPC.
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Table 8: Risk scenario — expenditure projections

2024 Ageing Report - risk scenario (health care and long-term care): age-related expenditure (%/pps of GDP)

pensions health care long-term care education total
2022 A 2022-45 A 2022-70 2022 A 2022-45 A 2022-70 2022 A 2022-45 A 2022-70 2022 A 2022-45 A 2022-70 2022 A 2022-45 A 2022-70
BE 12.7 1.9 3.5 6.1 0.9 1.3 2.3 1.6 3.9 5.6 -0.8 -0.8 26.8 3.6 8.0 BE
BG 9.5 -0.1 0.1 4.5 1.2 1.2 0.5 0.6 2.5 3.7 -0.1 0.1 18.2 1.6 3.9 BG
cz 8.7 1.3 1.7 6.4 0.7 1.2 1.5 1.1 2.9 4.1 0.1 0.3 20.6 3.3 6.2 cz
DK 8.3 0.0 -1.4 7.4 0.7 1.3 3.0 2.1 3.7 5.8 -0.5 -0.9 24.4 2.3 2.7 DK
DE 10.2 0.8 1.2 8.0 0.5 0.9 1.9 0.9 1.4 4.3 0.2 0.2 24.3 2.4 3.8 DE
EE 7.4 0.1 -0.7 5.1 1.1 1.5 0.4 1.5 6.0 3.9 -0.6 -0.6 16.8 2.1 6.3 EE
1IE 3.8 1.7 2.8 4.1 1.5 2.5 1.2 0.7 2.0 2.8 -0.6 -0.7 12.0 3.3 6.6 1IE
EL 14.5 -0.5 -2.5 5.4 1.2 1.5 0.1 0.3 3.1 3.4 -0.4 -0.5 23.4 0.6 1.7 EL
ES 13.1 3.8 3.6 5.9 1.5 2.0 0.8 1.1 3.6 4.1 -0.7 -0.6 23.9 5.7 8.6 ES
FR 14.4 -0.5 -0.9 8.8 0.6 1.1 1.9 1.1 2.9 4.8 -0.7 -0.9 29.9 0.5 2.2 FR
HR 9.0 0.3 -0.2 5.8 1.4 2.0 0.5 0.4 1.3 3.4 -0.7 -0.7 18.8 1.4 2.4 HR
1T 15.6 0.9 =159 6.3 0.5 0.9 1.6 0.7 1.5 3.8 -0.6 -0.8 27.3 1.5 -0.3 T
cYy 8.2 2.7 3.6 7.5 1.3 1.9 0.2 0.4 3.6 5.0 -0.4 -0.5 20.9 4.0 8.7 cY
LV 7.2 -0.8 -1.7 6.0 0.7 1.0 0.5 0.7 2.6 3.6 -0.4 -0.2 17.2 0.1 1.6 LV
LT 6.4 3.1 3.2 4.3 1.4 1.8 1.0 1.9 8.4 3.0 -0.4 -0.3 14.8 6.0 13.2 LT
LU 9.2 2.6 8.3 3.9 0.9 1.7 1.1 0.9 3.0 3.0 -0.4 -0.4 17.2 4.0 12.5 LU
HU 7.7 2.4 4.3 4.3 1.1 1.5 0.5 0.8 3.4 3.5 0.0 0.1 16.0 4.3 9.3 HU
MT 6.2 -0.5 4.4 5.1 1.2 3.2 1.2 0.8 5.5 4.5 -0.7 -0.1 16.9 0.8 12.9 MT
NL 6.5 1.4 2.0 5.7 0.9 1.4 3.8 1.8 3.8 4.9 -0.7 -1.0 21.0 3.3 6.1 NL
AT 13.7 0.5 0.4 7.8 1.5 2.1 1.6 1.2 2.9 4.6 -0.5 -0.4 27.7 2.7 4.9 AT
PL 10.2 0.4 -0.2 4.4 1.5 2.2 0.5 1.1 4.2 3.9 -0.2 0.1 19.1 2.8 6.3 PL
PT 12.2 2.9 -1.8 6.2 1.4 2.0 0.5 1.8 8.3 4.4 0.0 -0.1 23.3 6.1 8.4 PT
RO 8.5 2.1 -0.9 4.4 1.6 2.0 0.3 0.7 3.1 2.5 0.0 0.0 15.8 4.5 4.3 RO
SI 9.8 3.0 3.8 7.0 1.7 2.2 1.0 1.3 3.2 4.3 -0.4 -0.3 22.1 5.5 8.9 SI
SK 8.5 2.7 2.8 5.7 2.2 2.8 1.0 1.5 4.4 3.7 0.1 0.3 19.0 6.6 10.4 SK
FI 12.8 -0.4 1.4 6.2 0.9 1.5 2.1 1.6 3.8 5.3 -0.9 =il il 26.4 1.1 5.6 FI
SE 7.4 -0.4 -0.2 7.3 0.6 1.3 3.2 1.0 3.1 5.8 -0.5 -0.6 23.6 0.7 3.6 SE
NO 10.8 1.2 1.7 7.7 1.3 2.1 4.0 2.1 4.6 75 -1.2 -1.4 30.1 3.4 7.0 NO
EA 11.9 0.9 0.6 7.1 0.8 1.3 1.8 1.1 2.6 4.3 -0.4 -0.5 25.1 2.2 4.0 EA
EU 11.4 0.7 0.4 6.9 0.7 1.2 1.7 1.0 2.7 4.4 -0.4 -0.5 24.4 2.1 3.9 EU

This scenario does not affect the pension and education projections, which are identical to the baseline in this table.

Source: European Commission, EPC.
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LONG-TERM PROJECTIONS OF AGE-RELATED EXPENDITURE



].. PENSIONS

1.1. INTRODUCTION

This chapter presents (i) the main features of public pension systems in the EU, (ii)
expenditure projections up to 2070 and (iii) changes compared to the previous update. Public
pensions represent a substantial share of government spending. Given the direct link between the size
of the older population and the number of pensioners, projections for the latter and for average
benefits help identify pressures on public finances stemming from rising pension expenditure in the
medium to long term.

Since the state plays a central role in the pension provision in all EU Member States, the
projections focus on public schemes. A broad definition applies: all schemes that are statutory and
administered by the government are considered, i.e. pension benefits for which the state is the
ultimate guarantor, thus bearing the costs and risks attached to the scheme. The set-up of public
pension systems varies significantly across the EU (see Sections 1.2 to 1.4), complicating cross-country
comparisons. These differences stem from historically different views on the role of pension systems
in providing retirement income and different approaches on how to achieve this. Moreover, many coun-
tries have introduced comprehensive pension reforms in recent decades, as reflected in the projections
(see Sections 1.5 to 1.8). Section 1.9 compares the latest projections with those from the 2021 Ageing
Report.

1.2. TYPOLOGY OF PUBLIC PENSION SCHEMES (°)

Two of the most common criteria to classify pension systems are the funding source and
the covered risk. When looking at the covered risk, schemes can be subdivided into old-age and
early, disability, survivor and minimum pensions. In terms of funding, pensions are either contributory
(i.e. earnings-related) or financed through taxes (i.e. non-earnings-related or non-contributory). The
public pension projections discussed in this chapter reflect this diversity.

Table.1.1:  Main type of public pension scheme In most countries, the public pension system
SE DB T flat rate + PS consists of statutory old-age pension schemes,
BG DB LU DB based on earnings or contributions. In Denmark,
CZ flate rate + DB HU DB Ireland and the Netherlands, the old-age benefit
DK flat rate + DB MT  flat rate + DB consists of a flat-rate pension. Other countries
DE PS NL - flat rate + DB combine a flat-rate benefit with an earnings-related
EE  flatrate + PS AT DB component. Private pensions exist in all Member
IE flat rate + DB PL NDC . . . . o
EL™ flat rate + DB+ NDC || PT DB States but their coverage in the projections is limited.
ES DB RO PS Distinction is made between occupational, mandatory
FR® DB +PS S| DB individual and voluntary individual schemes (see
HR PS SK PS Annex | and Section 1.5). While private schemes are
T NDC FI DB usually funded, the degree of funding relative to the
cY Ps SE NDC o .

LV NDC NO NDC pension liabilities differs.

(1) The NDC is an auxiliary mandatory pension scheme. . .

(2) PS refers to the complimentary AyG[I)RC and ARRCO In terms of benefit calculation, three broad
schemes. types of earnings-related public pensions can be
Source: European Commission, EPC. distinguished across EU Member States. A

distinction is made between defined benefit (DB),

(°) For a detailed description of all pension schemes in EU Member States, please consult the PENSREF database.


https://economy-finance.ec.europa.eu/economic-research-and-databases/economic-databases/pensref-pension-reform-database_en
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notional defined contribution (NDC) and point systems (PS) (see Table 1.1.1). They differ in the way
pension rights are accumulated and how pension benefits are calculated upon retirement. (1°)

The type of risk covered by publicly provided pension benefits varies across countries. In
addition to old-age benefits, most countries also provide early retirement, disability and survivors’
pensions (see Table ALl in Annex I).

The Ageing Report applies a broad definition of public pension expenditure. Although granted
for extended periods to people outside of the labour market, disability benefits are not always
considered pensions but rather part of the sickness insurance scheme. Nevertheless, for the purpose of
the Ageing Report, such benefits are considered to be pension benefits and captured by the disability
pension projections. The same holds for social assistance schemes that in practice provide a (quasi)
minimum pension for people who do not qualify for the earnings-related scheme or have accrued
limited pension rights.

‘Special pensions schemes’ deviate from the standard regime in terms of eligibility, benefit
calculation or higher state funding. They are granted based on a strenuous occupational activity
(e.g. difficult working conditions or security forces) or a special status (e.g. certain civil servants or
special merits). As discussed in previous Ageing Reports, these preferential schemes exist in nearly all
Member States. As the projections are exhaustive, special schemes are generally included in the
projections. Box I.1.2 at the end of this chapter provides an overview of early retirement ages for four
frequent types of special pensions, namely for police officers, army officers, fire fighters and train
crew.

Several countries have switched part of their public pension schemes into (quasi)
mandatory private funded schemes. (!!) These are typically statutory but the insurance relationship
is between the individual and the pension fund. Consequently, insured people maintain ownership of
the pension assets, meaning that they enjoy the returns and bear the risks. Participation in a funded
scheme is conditional on being already covered by the public scheme and is usually mandatory for new
labour market entrants. However, the mandatory individual schemes have been the subject of repeated
reforms and were even abolished in some cases. In other countries, participants can opt-out of the
scheme if they wish, meaning they are no longer fully mandatory.

The way in which countries finance their pension systems differs, with large variation in the
extent to which contributions suffice to cover expenditure. Employment-related systems are
usually financed from compulsory contributions by workers and employers. Most public pension
schemes operate on a pay-as-you-go (PAYG) basis, whereby current contributions fund current
benefits. However, public authorities often participate in the financing of employment-related schemes.
This could take the form of a fixed appropriation from general government revenues, a set contribution
rate or a subsidy to cover deficits within the pension system. In some cases, the government pays the
contributions for low-paid workers. Guaranteed minimum pensions are generally covered by general
government resources. Some predominantly PAYG pension schemes (e.g. Finland and Luxembourg)
have statutory requirements for partial pre-funding. In view of rising pension expenditure, several
countries have also created reserve funds for their public pension schemes (e.g. Spain and Portugal).

(*%) See Chapter 1 of Part Il in Volume | of the 2024 Ageing Report.
(*1) This is the case for Bulgaria, Estonia, Croatia, Latvia, Lithuania, Poland, Romania, Slovakia and Sweden.
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https://economy-finance.ec.europa.eu/publications/2024-ageing-report-underlying-assumptions-and-projection-methodologies_en
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1.3. COVERAGE OF THE PENSION PROJECTIONS

Publicly provided or first pillar pensions account for the bulk of retirement income in EU
countries. The Ageing Report’s expenditure projections therefore focus on public pensions, with an
exhaustive coverage of old-age and early, minimum, disability and survivors’ pension benefits, as well
as any other pension-like benefit. (*?) In contrast, projections for second (occupational pensions) and
third pillars (individual pensions) are provided on a voluntary basis by the Member States. (**) Table
ILAL1 in Annex | provides a detailed overview of the coverage for each country.

National projection models were used to prepare the pension projections in this report,
which have been reviewed in-depth by the AWG and the Commission. Given the diversity and
complexity of national pension systems, it is difficult to project pension expenditure by means of one
common model for all Member States. Therefore, the approach of past exercises is maintained, using
national projection models to maximally account for institutional features and pension parameters in
each country. The use of country-specific projection models introduces nevertheless an element of
heterogeneity in the results. To ensure high quality and comparable pension projections, the AWG and
the Commission assessed and discussed the results for each country in-depth. These reviews verified
(i) the plausibility and consistency of the projections, (i) adherence to the common methodology and
underlying assumptions as described in Volume | of this report and (iii) whether projections are
conform to current legislation, with a general cut-off date of 1 December 2023.

1.4. MAIN FEATURES OF PENSION SYSTEMS IN THE EU

This section discusses key pension parameters that help explain pension expenditure
developments. Pension spending is not only determined by purely demographic factors, i.e. the
number of older people, but also by the eligibility requirements, e.g. age and career requirements, and
the generosity of the system, e.g. accrual rates and indexation variables.

Pensionable earnings, valorisation and indexation

The definition of pensionable earnings, the way built-up pension rights are valorised and the indexation
of existing pension benefits are essential factors for future pension spending (see Annex Table 1.Al.2).

Most Member States use full career earnings to determine pension entitlements, thus
establishing a close relationship between the contributory period and the pension benefit. In
terms of financial sustainability, this leads, ceteris paribus, to lower pension expenditure in comparison
to countries where benefits are calculated on only part of the entire career. Considering only the best
or last earning years results in higher entitlements as wages tend to rise throughout careers. In
countries where flat-rate benefits are the main pension component (Denmark, Ireland and the
Netherlands), the pensionable earnings reference is irrelevant.

Valorisation rules define how past pension contributions are capitalised upon retirement.
Sixteen Member States and Norway valorise acquired rights based on wage growth or a combination of
wage and price growth. Estonia, Latvia and Lithuania account for the demographic impact on the

(*2) The Austrian figures include the Ausgleichszulage and Rehabilitationsgeld. In the case of Estonia the work ability allowance
is accounted for. More details can be found in the respective pension fiches for these countries.

(**) The Irish public service occupational scheme, which provides pension benefits to civil servants, is included under public
pension expenditure in the projections.
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contributory base by valorising on the basis of changes in the wage bill or social contributions. Italy
uses GDP growth to time-adjust past contributions. Four countries (Belgium, Spain, France and Malta)
uprate rights purely with inflation. The flat-rate systems of Denmark, Ireland and the Netherlands do
not involve a valorisation of accumulated pension rights.

Another way to look at the pensionable earnings reference and the valorisation rule is
through the replacement rate and the income distribution. Combinations of both parameters will
result in a different average initial pension benefit relative to the last average wage received - the
replacement rate. (*4) This determines whether pensioners will be in a higher or lower percentile of the
income distribution compared with their pre-retirement situation. Countries aiming to preserve the
relative position of new pensioners in the overall personal income distribution tend to use the full
career as reference for the pensionable earnings and to apply a wage valorisation rule. Alternatively,
using the best career wages or an average of final years as reference for the pensionable earnings
tends to preserve the relative income of the pensioners compared to the distribution of wages at
retirement. Valorisation rules that disregard or only partially consider the increase in labour
productivity lead to lower pension benefits relative to wages and hence a lower position in the income
distribution at retirement.

Once new pension benefits are determined, their indexation determines how they evolve
relative to wage and economic growth over time. Aside from the replacement rate, the benefit
ratio — the average pension benefit relative to the average wage - is therefore also determined by the
indexation parameter. The indexation variable determines whether pensioners maintain their position in
the income distribution throughout retirement. In the Ageing Report projections, wages are assumed to
evolve in line with prices and labour productivity. A nominal wage indexation rule thus preserves
pensioners’ relative position in the income distribution since benefits and wages grow at the same rate.
On the contrary, partial nominal wage indexation or price indexation pushes pensioners into lower
income percentiles.

Overall, the generosity of a pension system is therefore determined by:

e The average replacement rate at retirement (influenced by pensionable earnings and
valorisation rule)

e The change in the benefit ratio (influenced by indexation rule) (*°)

(**) The accrual rate and the contributory period are the other determinants of the pension benefit in an earnings-related
system. See Section 1.7.
(*%) See Sections 1.6.2 and 1.6.3 for a more detailed analysis of the indicators.
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Indexation rules often differ from
valorisation rules. 23 Member States index
pension benefits at less than nominal wage
growth, with pure price indexation in six of them
(ES, FR, IT, HU, AT and SK). The legislated
indexation rule is particularly important for
minimum pensions (see Section 1.6.2.).

In addition, several countries have
introduced automatic balancing mechanisms
or sustainability factors, which both affect
pension benefits. As shown in Table 1.1.2, four
countries (DE, LT, LU and SE) have automatic
balancing mechanisms, which would reduce
pension indexation if the pension system were to
incur a deficit. Another adjustment mechanism
found in eight countries (FR, FI, IT, LV, PL, PT, SE
and NO) is a sustainability factor, which
determines the initial pension benefit in function
of life expectancy. A third adjustment mechanism
concerns a link between the legal retirement age
and gains in life expectancy, discussed in the next

Table.1.2:  Automatic adjustment mechanisms

Automatic Sustainability factor Retirement age
balancing (benefit linked to linked to life
i life expectancy)®’ expectancy
Ccy X
DE X
DK™ X
FR® X
FI X X
EL® X
EE X
IT X X
Lv X
LT X
LU X
NL® X
PL X
PT® X X
SK X
SE® X X X
NO X

(1) Subject to Parliamentary decision.

(2) Pension benefits evolve in line with life expectancy through
the 'proratisation’ coefficient; it has been legislated until 2028.
(3) An automatic balancing mechanism is applied in the
auxiliary pension system.

(4) The legal retirement age is linked to two thirds of the
increase in life expectancy.

(5) In NDC systems, the benefit is linked to changes in life
expectancy through the annuity factor.
Source: European Commission, EPC.

section.

Retirement ages and duration of retirement

In most Member States, the statutory retirement age is set to rise under current legislation,
often substantially. This reflects either planned discretionary increases in the coming years, including
a convergence of female with male legal retirement ages (%°), or steady increases due to the fact that
legal retirement ages are linked to gains in life expectancy, as is the case in ten Member States (see
Table 1.1.2). The average statutory retirement age for men (women) is set to rise from around 65
(64.5) years today to around 67 years in 2070. Table 1.1.3 gives an overview of statutory retirement
ages, early retirement ages and whether penalties/bonuses apply for those who retire early/late.

There are significant differences between countries regarding actual retirement ages and
incentives to postpone retirement. Early retirement schemes and other policies to provide pension
income before reaching the official retirement age create an opportunity to advance one’s labour
market exit. The presence of bonuses and penalties also influences individuals’ retirement behaviour.
As a result, the effective retirement age is generally lower than the statutory one (see Graph 1.1.1). (*7)
Hence, to ensure that rising statutory retirement ages translate into higher effective retirement ages,
governments would need to tighten early exit pathways accordingly, for example by extending career
requirements, raising early retirement ages or increasing bonuses and penalties.

(*®) In 2022, eight Member States had a lower statutory retirement age for women than for men. Based on current legislation, in
future this would be the case only in Poland and Slovakia.
() The exceptions are Malta, Bulgaria, Poland and Austria, where women retire on average beyond the statutory retirement age.
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Table1.1.3:  Statutory retirement ages, early retirement ages and incentives to postpone retirement
Statutory retirement age (early retirement age) Incentives**
MALE FEMALE
2022 2030 2050 2070 2022 2030 2050 2070 penalty bonus
BE 65 (63) 67 (63) 67 (63) 67 (63) 65 (63) 67 (63) 67 (63) 67 (63) X
BG |64.4(63.4) 65 (64) 65 (64) 65 (64) |61.8 (60.8) 63.3 (62.3) 65 (64) 65 (64) X X
cz | 63.9(60) 65 (62) 65 (62) 65 (62) |62.2(59.2) 64.7 (61.7) 65 (62) 65 (62) X X
DK* | 67 (63.5) 68 (65) 71.5(68.5) 74 (71) 67 (63.5) 68 (65) 71.5(68.5) 74 (71)
DE 65.9 (63) 66.9 (63) 67 (63) 67 (63) 65.9 (63) 66.9 (63) 67 (63) 67 (63) X X
EE* |64.2 (59.2) 65.5(60.5) 67.7 (62.7) 69.8 (64.8)|64.2 (59.2) 65.5 (60.5) 67.7 (62.7) 69.8 (64.8) X X
IE 66 (66) 66 (66) 66 (66) 66 (66) 66 (66) 66 (66) 66 (66) 66 (66)
EL* 67 (62) 68.5(63.5) 70.5(65.5) 72.5(67.5)| 67 (62) 68.6(63.6) 70.5(65.5) 72.5 (67.5) X
ES 66.2 (64.2) 67 (65) 67 (65) 67 (65) 66.2 (64.2) 67 (65) 67 (65) 67 (65) X X
FR 67 (62) 67 (63.6) 67 (64) 67 (64) 67 (62) 67 (63.6) 67 (64) 67 (64) X X
HR 65 (60) 65 (60) 65 (60) 65 (60) 63 (58) 65 (60) 65 (60) 65 (60) X X
IT* 67 (64) 67.3 (64.3) 69.2 (66.2) 70.8 (67.8)| 67 (64) 67.3(64.3) 69.2 (66.2) 70.8 (67.8)
Cy* 65 (65) 65.6 (65.6) 67.6 (67.6) 69.4 (69.4)| 65 (65) 65.6 (65.6) 67.6 (67.6) 69.4 (69.4) X X
LV |64.3(62.3) 65 (63) 65 (63) 65 (63) |64.3(62.3) 65 (63) 65 (63) 65 (63)
LT |[64.3(59.3) 65 (60) 65 (60) 65 (60) |63.7 (58.7) 65 (60) 65 (60) 65 (60) X X
LU 65 (57) 65 (57) 65 (57) 65 (57) 65 (57) 65 (57) 65 (57) 65 (57)
HU 65 (65) 65 (65) 65 (65) 65 (65) 65 (65) 65 (65) 65 (65) 65 (65) X
MT 63 (61) 65 (61) 65 (61) 65 (61) 63 (61) 65 (61) 65 (61) 65 (61) X
NL* |66.6 (66.6) 67.3 (67.3) 68.5 (68.5) 69.8 (69.8)66.6 (66.6) 67.3 (67.3) 68.5 (68.5) 69.8 (69.8)
AT 65 (60) 65 (60) 65 (60) 65 (60) 60 (55) 63.5 (60) 65 (60) 65 (60) X X
PL 65 (65) 65 (65) 65 (65) 65 (65) 60 (60) 60 (60) 60 (60) 60 (60)
PT* | 66.6 (60) 66.9 (60) 68.1(60) 69.2(60) | 66.6 (60) 66.9(60) 68.1(60) 69.2 (60) X X
RO 65 (60) 65 (60) 65 (60) 65 (60) |61.8(56.8) 63 (58) 65 (60) 65 (60) X
SI 65 (60) 65 (60) 65 (60) 65 (60) 65 (60) 65 (60) 65 (60) 65 (60) X X
SK* |62.8 (60.8) 64 (62) 66.1 (64.1) 68.3 (66.3) 62 (60) 63.2 (61.2) 65.4 (63.4) 67.7 (65.7) X X
FI* | 64.5(61) 65.4(62.4) 66.9 (63.9) 68.3 (65.3)| 64.5(61) 65.4 (62.4) 66.9 (63.9) 68.3 (65.3) X X
SE* 65 (62) 67 (64) 68 (65) 70 (67) 65 (62) 67 (64) 68 (65) 70 (67)
NO 67 (62) 67 (62) 67 (62) 67 (62) 67 (62) 67 (62) 67 (62) 67 (62)

BE - A pension bonus was voted in Parliament on 4 April 2024.
BG - The latest pension reform included a provision to link retirement ages to life expectancy as from 2037. This provision has
not been implemented, though.
CZ - Statutory retirement age depends on the number of children. Values for women with two children are reported.

DE - Two types of early retirement exist: (i) as of 63y with at least 35 contributory years (with permanent deduction) or (ii) after
at least 45 contributory years at the age of 64, rising to 65 by 2029 (without deduction).
IT - The standard minimum age for early retirement under the NDC system is reported.
SK - The statutory retirement age depends on the number of children: weighted average is reported for women. The standard
Early retirement is reported: 2 years prior to the statutory retirement age (since 2023 early retirement is also possible after 40
years of contribution).
SE - Retirement is flexible as of the age of 62 without an upper limit, rising in line with life expectancy at 65 years.

NO - Retirement is flexible as of the age of 62.

*Countries where the statutory retirement age is legislated to increase in line with life expectancy. Reported retirement ages
are calculated based on life expectancy in the Eurostat population projections.
**Actuarial equivalence is not considered a penalty/bonus.
Source: European Commission, EPC.

The average age at which people leave the labour market provides a proxy for the effective
retirement age. Graph I.1.1 compares the average effective retirement age, i.e. the age at which
people start drawing a pension benefit, with the average age at which people currently leave the
labour market. (18) The differences between both series point to a further diversity in retirement

(*8) Labour market exit ages are based on the labour force projections of the Cohort Simulation Model (CSM), presented in
Volume | of the 2024 Ageing Report.
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behaviour across countries since the moment people leave the labour market — and thus stop paying
pension contributions — does not necessarily coincide with the moment they actually start drawing
pension benefits. For example, many countries allow people to continue working upon (partial)
retirement. Conversely, people might be neither active on the labour market nor entitled to pension
benefits yet. The use of different definitions (administrative versus survey data for the CSM, labour
market status of disability pensioners, recording of exits throughout calendar year) complicates
comparisons between levels for both series. The change in the projected labour market exit age is
nevertheless considered a good proxy for the expected change in the effective retirement age and
used as such in the projection exercise.

Graph1.1.1: Average retirement age, average labour market exit age and statutory retirement age
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Administrative data are 2022 figures and show the average retirement age based on entries into old-age, early retirement or
disability pension; 2021 figures for BE, DK, FR and MT; IE is not included since no figures for disability entries are available.
Average labour market exit ages (CSM) refer to 2023. Statutory retirement age is 2022.

Source: European Commission, EPC.

By 2070, the average age at which people exit the labour market in the EU would increase
by around 2 years (see Table 1.1.4). This increase — 1.9 years for men and 2.2 years for women -
reflects legislated measures, including discretionary increases in early and statutory retirement ages,
an automatic increase in line with gains in life expectancy or other measures to delay retirement, such
as stricter financial incentives or career length requirements to retire early. Higher entry ages into the
labour market, because of longer schooling, may also translate into higher exit ages.

The average retirement spell in the EU is projected to increase by 3-4 years by 2070 (see
Table 1.1.5).In those Member States that have legislated a link to life expectancy, the duration of
retirement increases by less. The retirement duration goes from the equivalent of 44% of the working
career in 2023 to 52% in 2070 for men and from 56% to 62% for women, though it generally falls for
countries with a link. Overall, a larger share of an increasing lifespan will be spent in retirement on
average.



Part |

Long-term projections of age-related expenditure

Table .1.4:

Average effective labour market exit age

male female
2023 2030 2050 2070 2023 2030 2050 2070
BE 62.5 64.0 64.2 64.4 63.0 64.1 64.2 64.4 BE
BG 63.5 64.0 64.2 64.4 62.5 63.2 64.0 64.2 BG
cz 62.6 63.9 63.9 63.9 61.7 63.7 64.0 64.0 cz
DK* 65.3 65.8 67.8 69.0 64.5 65.4 67.5 69.0 DK*
DE 64.4 65.1 65.3 65.5 64.0 64.8 65.2 65.5 DE
EES 63.6 64.6 67.0 68.4 63.9 64.7 67.1 68.4 EE*
IE 64.3 64.8 64.8 64.8 64.1 64.8 64.8 64.8 IE
EL* 63.8 64.6 66.4 67.5 63.7 64.6 66.3 67.5 EL*
ES 64.0 65.6 66.4 66.4 64.0 65.6 66.4 66.4 ES
FR 62.4 63.7 64.8 64.8 62.7 63.8 64.8 64.8 FR
HR 63.3 63.6 63.7 63.7 62.5 63.2 63.7 63.7 HR
IT* 64.0 65.2 66.7 68.6 64.5 65.6 67.1 69.0 IT*
CY* 64.0 64.3 65.4 66.7 63.5 63.8 65.1 66.7 CY*
LV 64.2 64.9 64.9 64.9 64.2 64.9 64.9 64.9 LV
LT 64.1 64.8 64.9 64.9 64.1 64.8 64.9 64.9 LT
LU 60.6 60.7 61.2 61.5 60.9 61.0 61.1 61.5 LU
HU 64.4 64.6 64.6 64.6 62.9 63.3 64.0 64.0 HU
MT 62.9 63.4 63.6 63.6 63.1 63.6 63.6 63.6 MT
NL* 65.0 65.4 66.6 67.8 64.8 65.2 66.6 67.8 NL*
AT 63.0 63.2 63.6 63.6 61.4 62.8 63.5 63.5 AT
PL 64.5 64.5 64.5 64.5 61.6 61.6 61.6 61.6 PL
PT* 64.6 64.9 65.8 66.9 64.2 64.7 65.5 66.4 PT*
RO 63.2 63.4 63.6 63.6 62.5 63.0 64.4 64.4 RO
SI 62.4 63.0 64.0 64.0 62.2 62.9 64.0 64.0 SI
SK* 62.8 63.6 65.2 66.8 62.1 62.8 64.5 66.1 SK*
FI* 63.7 64.2 66.2 67.4 63.2 63.7 65.5 67.4 FI*
SE* 65.0 65.8 66.4 67.9 65.0 65.7 66.4 67.9 SE*
NO 65.0 65.1 65.3 65.6 64.7 65.1 65.3 65.6 NO
EA 63.8 64.8 65.6 66.1 63.7 64.8 65.6 66.1 EA
EU 63.8 64.7 65.4 65.9 63.5 64.4 65.1 65.7 EU

- The average effective exit age from the labour market is based on the Cohort Simulation Model's cumulated exit probabilities

for the reference age group 51-74.

- RO: exit ages and related macroeconomic assumptions were updated compared to Part | of this report, to account for the

pension reforms adopted in November 2023.
*Countries where the statutory retirement age is legislated to increase in line with the increase in life expectancy.
Source: European Commission, EPC.
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Table I.1.5:  Duration of retirement: years, share of average working career and share of adult life
Duration of retirement (years) Duration of retirement as a share of average working career Percentage of adult life spent in retirement
MALE FEMALE MALE FEMALE MALE FEMALE
2023 2070 change 2023 2070 change 2023 2070 change 2023 2070 change 2023 2070 change 2023 2070 change
BE 20.5 24.5 4.0 24.1 27.8 3.7 51.1 58.6 7.4 60.5 68.1 7.7 32.5 35.5 3.0 35.9 38.5 2.6 BE
BG 15.2 22.1 6.9 20.2 25.5 5.3 37.7 53.7 16.0 54.1 65.5 11.5 25.9 33.2 7.3 32.2 36.6 4.4 BG
cz 17.7 23.3 5.6 22.5 26.6 4.1 43.6 55.7 12.2 61.1 68.8 7.8 29.3 34.6 53 35.0 37.7 2.7 cz
DK* 18.8 20.0 1.2 21.5 22.8 1.3 42.8 42.2 -0.6 50.4 48.9 -1.4 29.3 29.0 -0.4 32.6 31.8 -0.8 DK*
DE 19.1 23.3 4.2 22.4 26.4 4.0 43.6 51.9 8.3 53.2 60.8 7.6 30.1 33.9 3.8 33.7 36.7 3.0 DE
EE* 16.6 19.7 3.1 21.9 23.5 1.6 38.6 41.4 2.8 50.5 49.4 -1.1 27.6 28.9 1.4 33.3 32.7 -0.6 EE*
1IE 20.2 23.9 3.7 23.0 27.0 4.0 45.5 53.4 7.9 52.3 60.9 8.6 31.3 34.8 3.4 34.3 37.6 3.3 IE
EL* 19.7 21.3 1.6 22.8 23.9 31,41 48.0 48.0 0.0 57.1 55.2 =11,8) 31.0 31.0 0.0 34.3 33.5 -0.8 EL*
ES 20.5 23.3 2.8 24.7 26.7 2.0 49.2 53.0 3.8 60.4 62.1 1.7 31.8 33.4 1.6 35.9 36.5 0.6 ES
FR 22.1 24.1 2.0 25.6 27.7 2.1 53.6 55.4 1.9 63.0 65.4 2.4 34.3 35.0 0.7 37.5 38.2 0.7 FR
HR 17.2 22.8 5.6 21.2 26.2 5.0 40.6 53.9 13.2 53.0 64.7 11.8 28.4 34.3 5.8 33.3 37.5 4.2 HR
IT* 20.3 20.5 0.2 22.9 23.5 0.6 50.2 45.6 -4.6 59.2 54.7 -4.5 31.6 29.7 1.9 34.0 32.4 =25 IT*
Cy* 20.0 21.9 1.9 23.7 24.5 0.8 46.2 47.8 1.6 56.7 54.7 -1.9 31.3 31.9 0.7 35.3 34.4 -0.9 Cy*
LV 14.9 21.5 6.6 20.1 25.4 5.3 34.4 49.0 14.6 47.8 60.2 12.4 25.2 32.4 7.2 31.3 36.1 4.9 LV
LT 15.2 21.7 6.5 20.6 25.7 5.1 35.6 50.2 14.7 49.0 60.4 11.4 25.6 32.6 7.0 31.8 36.4 4.6 LT
LU 22.7 26.6 3.9 26.1 30.8 4.7 58.7 68.1 9.4 68.1 79.9 11.8 35.9 39.0 3.2 39.0 42.6 3.6 LU
HU 15.3 21.8 6.5 20.2 26.3 6.1 36.0 51.2 15.2 51.1 65.3 14.2 25.6 32.8 7.2 32.0 37.4 5.4 HU
MT 21.3 24.9 3.6 24.4 28.1 3.7 49.3 56.8 7.5 56.9 65.0 8.1 33.2 36.3 3.1 36.2 39.2 3.0 MT
NL* 19.0 20.9 1.9 21.5 23.6 2.1 42.1 44.7 2.7 48.7 51.4 2.6 29.7 30.4 0.7 32.4 33.0 0.6 NL*
AT 20.3 24.4 4.1 25.4 27.5 2.1 47.6 56.7 9.1 63.0 65.4 2.4 32.0 35.9 3.9 38.0 38.7 0.7 AT
PL 16.4 23.3 6.9 22.6 28.9 6.3 38.5 55.0 16.5 59.7 77.0 17.3 26.9 34.4 7.4 35.2 41.0 5.8 PL
RIE 19.8 22.3 2.5 23.2 25.7 2.5 47.2 50.5 3.3 56.0 59.1 3.1 30.7 32.2 1.5 34.4 35.6 1.2 27
RO 15.8 22.8 7.0 20.8 26.3 5.5 38.7 55.5 16.8 56.8 68.6 11.8 26.8 34.3 7.5 32.9 37.2 4.3 RO
SI 20.3 24.1 3.8 24.5 27.6 3.1 49.7 57.2 7.5 62.3 67.6 5.2 32.4 35.4 3.0 36.7 38.5 1.8 SI
SK* 16.8 20.6 3.8 21.9 24.9 3.0 41.4 46.4 5.0 57.7 59.9 2.2 28.2 30.6 2.4 34.2 35.1 0.8 SK*
(A 19.3 21.7 2.4 23.7 24.9 1.2 45.3 47.6 2.2 57.5 55.7 =1.9 30.7 31.4 0.7 35.4 34.4 =1.0 FI*
SE* 19.7 21.2 1.5 22.6 24.2 1.6 44.5 45.2 0.7 51.7 52.4 0.8 30.5 30.7 0.2 33.4 33.6 0.1 SE*
NO 20.2 23.3 3.1 22.4 25.9 3.5 45.3 52.3 6.9 51.9 59.7 7.8 31.0 33.8 2.8 33.4 36.2 2.8 NO
EA 20.3 23.9 3.6 24.4 27.4 3.0 48.3 54.5 6.2 59.6 64.2 4.6 32.3 35.0 2.7 36.7 38.3 1.6 EA
EU 18.7 22.5 3.8 22.7 26.0 3.3 44.4 51.7 7.2 56.2 61.7 5.5 29.9 33.1 3.2 34.5 36.4 2.0 EU

- Duration of retirement is measured as remaining life expectancy (EUROPOP2023) at the average effective labour market exit age.
- The average working career is defined as the average exit age from the labour market minus the effective entry age.

- Adult life spent in retirement is defined as the ratio between the life expectancy at the average exit age and the estimated age of death minus 20 years.
*Countries where the statutory retirement age is legislated to increase in line with the increase in life expectancy.

Source: European Commission, EPC.
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1.5. PENSION EXPENDITURE PROJECTIONS

1.5.1. Public pensions

Overall expenditure projections 2022-2070

Public pension spending is expected to rise, to Graph11.2: Change in gross public pension
varying degrees, in 16 Member States plus expenditure 2022-2070 (baseline, pps of

Norway by 2070. The pension projections cover GDP)
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States would see spending fall by less than 1 pp, —
namely France, Romania, Estonia, Croatia, Poland Source: European Commission, EPC.
and Sweden.

Spending would rise considerably during the first part of the projection period, with
pressures abating thereafter on average. Breaking down the projection period into 2022-2045
and 2045-2070 shows that expenditure would rise by 0.7 pps of GDP on average in the first half,
followed by a 0.3 pps decrease in the second part (see Table I.1.6). Pension spending would increase in
a large majority of countries over the next few decades. This includes several of the countries for
which expenditure would fall over the full projection period, such as Italy, Portugal and Romania. In the
period up to 2045, the largest spending hike is expected for Spain, at almost 4 pps of GDP, followed by
Lithuania, Slovenia, Portugal, Slovakia, Cyprus and Luxembourg, with an increase of 2.5 to about 3 pps
of GDP. Declines are limited in this first period both in number and size: Bulgaria, Greece, France,
Latvia, Malta, Finland and Sweden would see pension spending fall in 2022-2045, with a maximum
decrease of 0.8 pps of GDP in Latvia. In 2045-2070, changes range from -4.7 pps of GDP in Portugal
to +5.7 pps in Luxembourg. In most countries spending continues to increase in this period, though they
are fewer and, except for Luxembourg and Malta, the size of the increase is smaller. In Bulgaria,
Finland and Sweden spending would increase after having fallen in 2022-2045. In twelve countries
expenditure is projected to fall in the second half of the projection period. For Greece, France and
Latvia a decline in pension spending is projected in both 2022-2045 and 2045-2070.
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Table1.1.6: Level and change in gross public pension expenditure (baseline, %/pps of GDP)

2022 change 2022-2045 2045 change 2045-2070 2070 ||, 062’72""?29;70
BE 12.7 E | 19| 14.6 | 16| 16.2 3.5 BE
BG | 9.5 i 0.1 9.3 i 03| 9.6 0.1 BG
cz 8.7 | 1.3] 10.0 | 04| 10.4 1.7 cz
DK | 83 | 00| 83 i -15| 6.8 -1.4 DK
DE | 10.2 | 08| 11.0 | 04| 11.4 1.2 DE
EE 7.4 i 01| 7.5 ] 08| 6.7 -0.7 EE
IE 3.8 F | 17| 5.5 | 11| 6.6 2.8 IE
EL | 145 ! -0.5| 14.0 ] 20| 12.0 2.5 EL
Es | 13.1 ] 38| 16.9 i 02| 16.7 3.6 ES
FR | 14.4 ! 0.5 13.9 ] -0.3| 13.6 -0.9 FR
HR [ 9.0 i 03| 9.3 i 05| 88 -0.2 HR
m | 15.6 | 09| 16.5 ] 28| 13.7 -1.9 T
cy | 8.2 | 2.7| 10.9 | 10| 11.8 3.6 cy
LV 7.2 : -0.8| 6.3 ] -0.9| 5.4 -1.7 Lv
LT 6.4 ] 31| 9.6 i 01| 9.7 3.2 LT
LU 9.2 | 26| 11.8 I 5.7 | 175 8.3 Ly
HU | 7.7 | 24| 102 F ] 18| 12.0 4.3 HU
MT 6.2 i -0.5| 5.6 N +9| 105 4.4 MT
N | 65 | 14| 7.9 u 06| 85 2.0 NL
AT | 13.7 | 05| 14.2 ] -0.1| 14.0 0.4 AT
PL | 10.2 | 04| 106 i -0.5] 10.1 0.2 PL
PT | 12.2 F ] 29| 151 | -4.7| 10.4 -1.8 PT
RO | 85 | 21| 106 ! 3.0 7.6 -0.9 RO
st | o8 F | 30| 128 | 09| 13.7 3.8 s
sk | 85 I 27| 11.2 { 01| 113 2.8 SK
FI | 12.8 i 0.4 12.3 | 18] 141 1.4 FI
SE 7.4 ! -0.4] 7.0 ] 02| 7.2 -0.2 SE
No | 10.8 | 1.2] 12.0 ] 05] 125 1.7 NO
EA | 11.9 ] 09| 127 i -0.2| 125 0.6 EA
EU | 11.4 | 07| 121 i -0.3| 11.8 0.4 EU

AT: figures include the Ausgleichszulage and Rehabilitationsgeld.
Source: European Commission, EPC.

While sharp increases in expenditure help trace sustainability risks, expenditure levels need
to be factored in as well. Countries with a similar increase in pension expenditure do not necessarily
face equal risks if current spending on pension benefits — or total government spending - differs. In
addition, revenue developments and adequacy considerations play a role as well. Graph I.1.3 compares
spending levels in 2022 and 2070 to the average spending in the EU:

28

Countries located in the upper-right quadrant have a higher public pension expenditure level
than the EU average, both in 2022 and 2070. Those situated right of the 45-degree line in this
quadrant (Finland, Belgium and Spain) show a larger than average increase over the projection
period. Conversely, a projected decrease in the pension expenditure-to-GDP ratio moves
Greece, France and Italy closer to the EU average by 2070.

Several of the countries with the biggest projected overall increase start from a comparatively
low level. This is especially the case for Malta, Lithuania, Hungary and Cyprus and, to a lesser
extent, Luxembourg and Slovenia. At 17.5% of GDP, Luxembourg would nevertheless have the
highest pension expenditure ratio of all Member States in 2070, followed by Spain with 16.7%
and Belgium with 16.2%.
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Graph 1.1.3: Pension spending in 2022 and 2070: relative position towards the EU average (pps of GDP difference)
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Source: European Commission, EPC.

Pension expenditure already rose significantly in many Member States in the years before
2022. Since 2000, the pension expenditure-to-GDP ratio rose substantially in Spain (+4.2 pps), Greece
(+4 pps), Italy (+2.6 pps), Estonia (+1.7 pps) and Sweden (+1.2 pps) (see Graph 1.1.4). Between 2007
and 2022, Finland (+3.1 pps), Belgium (+2.9 pps) and France (+1.6 pps) also saw a strong increase in
pension spending, especially when considering the shorter period during which it took place. The same
is true for Cyprus (+1.4 pps) in 2010-2022. For several of these countries pension expenditure is
projected to continue rising as discussed higher. At the same time, pension expenditure in several other
Member States remained more stable in recent years or even fell relative to GDP.

Graph 1.1.4: Change in gross public pension expenditure prior to 2022 (pps of GDP, available period)
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based on figures for: 2000-2022 2007-2022

- Bars show the overall change in pension spending during the available period; labels show the average annual change.
- No historical expenditure figures were reported by Austria.
Source: European Commission, EPC.
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Graph 1.1.5: Change in gross public pension expenditure by main scheme, 2022-2070 (pps of GDP)
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- IE: ‘Old-age and early pensions’ include the public service occupational scheme.
- EE: ‘Disability pensions’ include the work ability allowance.

- AT: Ausgleichszulage and Rehabilitationsgeld are included under ‘other pensions’.
- EL: excluding the impact of retroactive benefit payments.

Source: European Commission, EPC.

Changes for the main general schemes

Overall spending dynamics are driven by old-age and early pensions schemes (see Graph
1.1.5). All countries that are projected to have a higher total expenditure ratio in 2070 compared to
2022 would see spending on old-age and early pensions rise. For the EU, the average increase
amounts to 0.9 pps of GDP. The largest increase is projected in Luxembourg (8.1 pps). Malta, Hungary,
Spain and Belgium also show substantial increases of around 4-5 pps of GDP. For eight countries a

decline is projected for old-age and early pension spending.

Average spending on disability pensions would remain stable in the EU over the long term.
Changes are smaller than 0.5 pps for all countries except Lithuania and Slovakia, with increases of
0.7 pps and 0.6 pps of GDP respectively, and Croatia, with a decrease by 0.9 pps of GDP. The decline
for Croatia is due to a gradual disappearance of the large group of war veterans currently receiving

disability benefits.

Spending on survivors' pensions and all other schemes would fall by 0.4 pps of GDP in the
EU by 2070. Cyprus (+0.9 pps of GDP) is the only country with a substantial expected increase. It
reflects the introduction in 2019 of survivor pensions for men under the same conditions as for
women, resulting in a gradual increase in the number of male surviving beneficiaries until 2040.
Survivor pensions are generally projected to decline because of higher female labour market
participation and the associated build-up of personal pension rights, fewer marriages and partial
upward convergence in male and female life expectancy. In the case of Romania (-0.8 pps), ‘other
benefits’ drive the decline. These comprise the special pension schemes, on which spending would fall
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over time because some schemes are winded down (e.g. farmers) while others (e.g. security and
defence forces) have been reformed in recent years, bringing them closer to the general scheme. (*°)

Public pension expenditure: time profile

When looking at changes by decade, broad patterns can be distinguished in the projected
dynamics for pension spending.

In 2022-2030, pension expenditure riseS Table|1.7: Gross public pension expenditure - change per

by 05pps on average in the EU, decade (pps of GDP)
increasing in 21 Member States. The 2022-30  2030-40  2040-50  2050-60 2060-70 _ 2022-70
biggest increase would be in Romania B8 | 09 -8 0t 07 08 3.5
- . o BG 0.8 -0.9 0.1 0.3 -0.2 0.1
(+1.9 pps of GDP), with spending rising cz -0.7 1.1 1.5 0.4 -0.6 1.7
by more than 1 pp of GDP in ten more  PX L0 =0t =0 20:9 0.0 1.4
. ) . . . DE 0.6 0.3 -0.1 0.2 0.2 1.2
countries: Slovakia, Lithuania, Austria, EE 0.4 -0.3 0.1 0.0 0.7 0.7
Portugal, Norway, Spain, Croatia, Cyprus, éEL 0138 (1’3 82 0154 %27 2285
Italy and Poland. The projections for es 1.2 1.9 11 0.4 -0.2 3.6
H H : FR 0.1 -0.2 0.4 0.2 0.1 0.9
Greece entail an expencﬁture decline of % 11 o o o0 00 o5
18pps by 2030, with a smaller 1 1.1 0.4 -1.6 1.7 -0.1 -1.9
H H : cY 1.1 1.1 0.6 1.0 -0.2 3.6
decrease in Czechia, France, Latvia, v o2 o4 o s e oy
Hungary and Malta. LT 1.7 1.2 0.5 0.4 0.5 3.2
LU 0.6 1.5 1.3 2.4 2.5 8.3
HU -0.1 1.4 1.6 0.8 0.6 4.3
During the 2030s, the overall upward vt | -07 -0.2 1.1 2.4 1.8 4.4
. NL 0.7 0.7 -0.1 0.1 0.5 2.0
trend continues, though at a slower . 0.5 Y o a0 ae o4
pace, with a rise of 0.3pps in the EU PL 11 -0.7 0.1 -0.1 0.6 -0.2
. . PT 1.3 1.2 -0.1 -2.8 -1.4 -1.8
and increases in 15 Member States. g e ol e L@ Y 0.9
Spain is projected to see spending grow  SI 0.9 1.3 L4 03 -0.1 3.8
. SK 1.7 0.6 0.8 0.6 -0.8 2.8
by 1.9 pps of GDP. Also in Luxembourg, i WG 07 05 o8 ola 14
Hungary, Slovenia, Lithuania, Portugal, _SE 0% 04 =il 0.3 £l -0.2
. . NO 1.2 0.1 -0.1 0.2 0.3 1.7
Czechia, Cyprus and Greece expenditure —ga 05 0.4 03 0o 01 0.6
would rise by more than 1 pp of GDP. EU 0.5 0.3 0.1 0.2 0.0 0.4
Bulgaria has the largest expected fall, at Source: European Commission, EPC.

0.9 pps.

While still rising in 15 Member States between 2040 and 2050, pension spending would decline
slightly in the EU, by 0.1 pp of GDP on average. The largest decrease is expected for Italy (-1.6 pps
of GDP) and Denmark (-1 pp). Spending would continue to rise considerably in several Member
States: 1.6 pps in Hungary, 1.5 pps in Czechia, 1.4 pps in Slovenia, 1.3 pps in Luxembourg and
1.1 pps in Spain and Malta, which until then would have seen spending decline according to the
projections.

Similarly, in 2050-2060, a small decline of 0.2 pps of GDP is expected on average in the EU, despite
rising pension spending in 16 Member States. Portugal (-2.8 pps of GDP), Italy (-1.7 pps) and Greece
(-1.4 pps) show the largest projected decline over this decade. At the same time, spending would
continue to rise rapidly in Malta and Luxembourg (+2.4 pps) and to a lesser extent in Cyprus (+1 pp).

(19

Special pension schemes, which should in principle be included in the projections for all countries, are usually included under
the old-age and early retirement scheme.

31



European Commission
2024 Ageing Report

32

Graph|.1.6: Years and increase to peak expenditure
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The graph shows on the horizontal axis the number of years between the lowest point (situated between 2022 and the peak)
and the year in which expenditure is projected to peak. The increase in pension expenditure over this low-to-peak period is shown
along the vertical axis.

Source: European Commission, EPC.

e Finally, in 2060-2070, pension spending would fall in most Member States, though it is flat on
average in the EU. This reflects continuously high upward pressure in a limited number of countries,
in particular for Luxembourg (+2.5 pps) and Malta (+1.8 pps), while spending falls only limitedly in
the 17 Member States with a projected decline during the 2060s, except for Romania (-1.9 pps) and
Portugal (-1.4 pps).

There are large differences between countries in the increase and the number of years until
pension expenditure peaks. As shown in Table I.1.7, spending is projected to rise continuously in
some countries, e.g. Belgium and Luxembourg. These countries reach their peak only at the end of the
projection period and the increase to this peak coincides with the total change between 2022 and
2070 (see Graph 1.1.6). However, for most countries, peak expenditure is situated well before the end
of the projection period. In such cases, the total change in public pension expenditure between 2022
and 2070 might not provide an accurate view of expected risks. For example, in the cases of Romania,
Italy and Portugal, pension spending would fall by 2070 as compared with the 2022 starting point
because an initial expenditure rise is more than offset by a subsequent decline. The expenditure-to-
GDP ratio would peak in 2046 for Portugal and Romania, at a level 2.9 and 2.1 pps of GDP above the
2022 starting point, respectively. For Italy, an increase of 1.7 pps is projected between 2022 and the
peak in 2036.
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Developments by age group Graph1.1.7: Share of public pensioners per age group: EU

% of total publi i
For all age groups below the age of 75, the (% of total public pensioners)

100%
share in the total number of public

pensioners is projected to decrease 80%

between 2022 and 2070 (see Graph I.1.7). The 60%

shares of pensioners younger than 54 and those

in the age group 55-59 would fall slightly, from 40%

already low levels. These groups are affected by 20% l

tighter eligibility rules for survivors’ and = l . . .
d|Sab|l|ty penSIOl’lS FOI’ the 60_64 al’ld the 65_69 0% 2022 2030 2040 2050 2060 2070
age groups, shares fall by about 6-8 pps. These m75+ 396 440 490 540 572 591
age brackets are subject to rising early and 70-74 201 206 208 192 184 175

statutory retirement ages in many countries. The =65-69 208 195 175 158 141 133
60-64 104 78 59 51 46 47

sharg of pensioners aged 70—74 in total 25559 34 29 24 X 20 9
pensioners rises initially but this is more than 54 58 52 43 38 36 35
reversed thereafter.

Source: European Commission, EPC.

Lower shares of pensioners younger than 75 in the EU mirror the rising share of pensioners
beyond the age of 75. The latter would go from around four in ten of all retirees now to almost six in
ten in 2070. Aside from stricter access to retirement for lower age brackets, this shift also reflects the
rising life expectancy across the board, which leads, together with the inflow of the baby boomer
cohorts, to an expansion of the 75+ age group.

When looking at the age groups’ share in Graph1.18: Share of public pension expenditure per
total pension expenditure rather than their age group: EU (% of total expenditure)

share in the number of pensioners, a similar 100%

picture emerges. For the EU, pension expendi-

. ) 80%
ture is projected to decrease for the age groups
below 75 (see Graph 1.1.8), thereby compensating 60%

for the higher spending on the 75+ age cohort.
The latter would represent almost 60% of total

pension spending in 2070, compared to around 20% I l

40% in 2022. This change is very close to that || ! ! ! !
observed for the number of pensioners and 0% 3022 2030 2040 2050 2060 2070
corresponds to an increase of 2.2 pps of GDP. The m75+ 47 56 6.3 6.7 6.8 6.9
biggest reduction in pension spending is for the o4 24 25 25 23 22 22

40%

=65-69 24 2.3 21 1.9 1.7 1.7
age groups 60-64 (-0.6 pps) and 65-69 (-0.7 pps). 6064 11 08 06 06 05 05
Benefits of people younger than 60 would reduce =55-50 0.3 0.3 0.2 0.2 0.2 0.2
slightly, from 0.7% of GDP in 2022 to 0.5% in -54 0.4 0.4 0.4 0.3 0.3 0.3
2070. The 70-74 age bracket is relatively stable
as well in terms of expenditure share. The bottom table shows spending as % of GDP.

Source: European Commission, EPC.
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In all countries, pension expenditure benefit- .. ;5 Change in public pension expenditure per

ting people above the age of 75 is expected age group in 2022-2070 (pps of GDP)
to rise. Table 1.1.8 provides an overview of .54  55-50 60-64 65-69 70-74 75+
change in expenditure by age bracket for all BE 0.2 0.1 06 0.2 0.6 4.0
. . . BG -0.4 -0.2 -0.6 -0.6 -0.4 2.3
countries. It shows how pension expenditure cz “0.1 “0.1 0.4 0.4 202 3.0
would increase for people over 75 by 2070 as DK -0.1 -0.1 -0.3 =il.il -0.8 1.0
. . . . DE -0.1 -0.1 -0.3 -0.3 0.1 1.8
compared to 2022, with the biggest increases in == 3 " oS i wors e
Cyprus, Slovenia, Spain, Luxembourg, Slovakia and IE 0.0 0.1 0.1 0.4 0.4 2.0
Belgium. In a few countries this is also the case == 03 =l =i 0= 2:1
; . ES -0.2 -0.1 -0.4 -0.6 0.3 4.6
for the 70-74 age group. Some exceptions aside, FR 0.2 0.1 11 0.7 0.6 18
pension spending is projected to decline for the HR | _-0.4 -0.3 -0.6 -0.6 0.1 1.8
. . . IT -0.1 -0.2 -1.3 -1.9 -0.3 1.9
younger age groups. In particular, expenditure in oy 02 01 05 s 0.6 4
the 60-64 age group would fall by more than v | 01 01 02  -08  -09 0.3
. . LT 0.2 0.1 0.0 -0.2 0.3 2.6
1 pp of GDP in Greece, France, Italy, Austria and v 00 o1 07 i e e
Romania, due to reforms that should reduce the HU 0.1 0.0 0.2 0.2 0.8 3.3
number of retirees in this age bracket. by 00 20 00 04 0.7 31l
NL 0.0 -0.1 0.0 -0.4 0.2 2.2
AT -0.1 -0.1 -1.1 -0.3 0.1 1.7
PL -0.3 -0.1 -0.6 -1.4 -0.8 3.0
PT -0.1 -0.1 -0.5 —1n2 -0.8 0.9
RO -0.3 -0.3 -1.5 -1.1 -0.4 2.7
SI 0.0 -0.1 -0.6 -0.6 0.2 5.0
SK -0.1 0.0 -0.9 -0.6 0.2 4.3
FI -0.1 -0.1 =0:3 -1.4 -0.1 3.4
SE -0.1 0.0 -0.2 -0.7 -0.1 0.9
NO -0.3 0.1 0.4 0.1 -0.1 1.6
EA -0.1 -0.1 -0.6 -0.7 -0.1 2.2
EU -0.1 -0.1 -0.6 -0.7 -0.2 2.1

- EE: excluding work ability allowance.

- IE: excluding occupational scheme of civil servants.

- EL: excluding the impact of retroactive benefit payments.
- AT: excluding Ausgleichszulage and Rehabilitationsgeld.
Source: European Commission, EPC.

Pension system funding and system balance

Under pay-as-you-go arrangements, public pension benefits are paid from current
contributions and general taxation. Table |.Al.4 in Annex | provides an overview of the different
contribution rates for employers, employees and self-employed. In some cases, a specific state
contribution applies or a predefined share of certain tax revenues is allocated to the social security
scheme. Some Member States have reserve funds that, under certain circumstances, contribute to the
pension scheme. Eventual remaining shortfalls within the system are covered by the general
government budget.

Revenues of public pension schemes are projected to remain broadly stable in most
countries, though large differences exist between Member States. As shown in Table 1.1.9, in
2022, system revenues totalled 14% of GDP in Portugal, 13% in Spain and Finland, 12% in Greece,
11% in Italy, France and Norway, and 10% in Germany, Luxembourg and Austria. They were less than
6% of GDP in Romania, Croatia, Sweden, Bulgaria and Ireland. The projections assume that implicit
contribution rates (contributions relative to the wage bill) either remain constant over the projection
period or adjust in line with legislation. Relative to GDP, the largest increases are projected in Ireland
(+2.1 pps of GDP), the Netherlands (+1.9 pps), Cyprus (+1.9 pps), Finland (+1.5 pps), Spain (+1.1 pps),
Croatia (+0.9 pps), Germany (+0.9 pps) and Lithuania (+0.8 pps). This reflects legislated increases in
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contribution rates, higher government contributions, the interaction with private pillar contributions (2°)
or built-in automatic system stabilisers. For instance, the contribution rate in Finland is set at a level
that covers the funded part of the public scheme and keeps the buffer funds at their target level. In
Germany, the contribution rate is adjusted to ensure that the ‘sustainability fund’ holds an amount
between 20% and 150% of the monthly pension expenditure. Revenues of the public pension system
are projected to decrease the most in Portugal (-3.8 pps of GDP), Greece (-2.1 pps), Slovakia (-1 pp)
and Latvia (-0.8 pps).

Table I.1.9:  Pension contributions and balance of the public scheme (% of GDP)

contributions pension system balance
change lowest
2022 2045 2070 2022-2070 2022 2045 2070 vale vear vear

BE : : : : : : : : :
BG 4.7 5.1 5.1 0.4 -4.8 -4.2 -4.4 -6.0 2025
cz 8.2 7.7 7.7 -0.6 -0.5 -2.4 -2.8 -3.4 2058
DK : : : : : : : : :
DE 9.9 10.5 10.8 0.9 -0.3 -0.5 -0.5 -0.7 2025
EE 6.1 6.1 6.0 -0.2 =il.3) -1.4 -0.8 -1.7 2028
IE 2.7 3.5 4.8 2.1 -0.2 -1.0 -1.1 -1.1 2070
EL 12.5 124 104 -2.1 -2.0 -1.6 -1.6 -2.0 2022
ES 12.9 14.4 14.0 1.1 -0.2 -2.5 -2.7 -3.1 2053
FR 11.1 11.0 11.0 -0.1 -3.3 -2.9 -2.5 -3.4 2028
HR 5.7 6.6 6.6 0.9 -3.3 -2.8 -2.2 -4.4 2024
1T 109 11.2 11.3 0.4 -4.7 -5.3 -2.4 -6.0 2036
CY 8.2 9.9 10.0 1.9 0.0 -0.9 -1.8 -2.4 2065
LV 7.9 7.2 7.1 -0.8 0.8 0.9 1.7 0.4 2028
LT 6.8 7.8 7.6 0.8 0.3 -1.8 -2.1 -2.4 2060
LU 9.8 9.4 9.4 -0.4 0.6 -2.4 -8.0 -8.0 2070
HU 6.8 6.9 6.8 0.0 -0.9 -3.3 -5.2 -5.2 2070
MT 7.6 7.9 7.2 -0.4 1.4 2.3 -3.4 -3.4 2070
NL 6.9 8.3 8.7 1.9 0.3 0.4 0.2 0.2 2068
AT 9.8 9.7 9.8 0.0 -3.6 -4.0 -3.8 -4.9 2032
PL 8.0 8.5 8.4 0.4 -2.2 -2.1 -1.6 -3.2 2027
PT 14.2 146 10.3 -3.8 1.9 -0.6 -0.1 -0.6 2045
RO 6.0 5.2 5.2 -0.7 -2.6 -5.4 -2.4 -5.4 2047
SI 9.1 9.1 9.1 0.0 -0.7 =3.7 -4.5 -4.7 2057
SK 7.4 6.8 6.4 -1.0 -1.1 -4.5 -5.0 -5.6 2061
FI 13.4 14.4 14.9 1.5 0.7 2.1 0.8 0.7 2022
SE 5.4 5.9 5.9 0.5 -0.7 0.9 1.0 -0.7 2022
NO 11.5 11.3 11.3 -0.1 0.6 -0.7 -1.2 -1.2 2070
EA 10.2 10.6 10.7 0.4 -1.6 -2.0 -1.7 -2.1 2036
EU 9.8 10.0 10.0 0.2 -1.6 -2.0 -1.7 -2.1 2036

Pension system balance = contributions - gross pension expenditure.

- BE: pensions are financed through a global social security contribution.

- DK: public pension scheme is financed through general taxes.

- |IE: employer and employee contributions also fund other benefits, e.g. jobseekers’ benefit, health and safety benefit, maternity
benefit.

- EL: 2022 includes the impact of retroactive benefit payments.

- AT: figures exclude the Ausgleichszulage and Rehabilitationsgeld.

Source: European Commission, EPC.

Combining pension expenditure and contribution projections provides an estimate of
financing gaps within the pension system, which would need to be covered through central
government transfers. At unchanged policy, the pension system balance is projected to worsen in
most countries (see Table 1.1.9). With a deficit of 8% of GDP in 2070 and a deterioration of almost

(%) For Croatia, higher contributions reflect the transfers to the State Budget of 2nd pillar savings for those beneficiaries that
will opt to receive a pension solely from the public scheme. Higher contributions to maturing supplementary schemes (see
Section 1.5.2) result in lower public scheme contributions for Slovakia, Latvia and Greece.
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9 pps of GDP compared to 2022, the sharpest widening of the internal balance is projected for
Luxembourg, predominantly because of the developments at the spending side. Also Hungary, Slovakia
and Slovenia would see their pension system deficit widen, by about 4 pps, to around 5% of GDP in
2070. For Bulgaria, Italy and Romania, the pension system deficit would reach 5-6% of GDP during the
projection period.

Pension benefits can be the subject of personal income taxation or pensioners need to pay a
compulsory social security contribution. In such case, these revenues help offset the impact of
pension expenditure on public finances. However, in 11 Member States, pension benefits are exempt
from taxation and in most other Member States the projections assume revenues to remain broadly
stable, at about 1.4% of GDP on average, so that they do not substantially alter the change in gross
pension expenditure. Countries where the tax level would increase by at least 0.5 pps of GDP by 2070
are Luxembourg (+1.4 pps), Germany (+0.5 pps) and Belgium (+0.5 pps) (see Annex Table 11.1.75).
Denmark (-0.6 pps) and Italy (-0.4 pps) show the largest decline in taxes on pensions. These trends
capture changes in the gross pension expenditure-to-GDP ratio, considering that the projections
assume a constant implicit tax rate, i.e. tax revenues remaining constant relative to expenditure, with
some changes because of shifts in spending between pension categories. (%)

1.5.2. Private pensions

Private pension schemes have become more widespread in the EU as participation in both
occupational and individual schemes has been increasing. Most countries encourage the build-up
of supplementary private pension savings to mitigate the burden of ageing populations on statutory
social security schemes. In some countries, participation in certain private schemes is mandatory. The
fact that countries increasingly employ civil servants on a contractual basis, rather than on a statutory
basis, also gives rise to higher pension spending through occupational schemes.

e Occupational schemes exist in 22 countries (see Table IALLl in Annex ). In eight of them
participation is mandatory for at least part of those working.

¢ All countries have individual voluntary pension saving instruments.

e Individual mandatory saving schemes are less common; ten countries have fully or quasi
mandatory private individual schemes. (%)

Within the context of the AWG projection exercise, Member States report private pension
expenditure on a voluntary basis. For the 2024 cycle, 11 countries reported non-zero data, mostly
for occupational and individual mandatory schemes (see Graph 1.1.9).

Despite their rising prevalence, privately managed schemes still represent only a fraction
of total pension benefits in most countries. Only in the cases of the Netherlands (44%), Denmark
(28%) and Sweden (21%) private pensions represented a significant share of total pension benefits in
2022. These countries have a tradition of providing occupational pensions to employees, with more
than 90% of all employees covered and spending amounting to several percentage points of GDP.
Spending on occupational pension benefits is projected to increase, from 2.3% of GDP in 2022 to 3.1%

(1) For Germany, the tax burden rises from 7.5% in 2022 to 10% in 2070. This reflects an ongoing reform, which fully exempts
contributions as of 2025, while fully taxing benefits by 2040 (2058 according to a pending legislative change).

(??) In Greece, the supplementary pensions of new labour market entrants are covered by a funded defined contribution scheme
since 2022 (TEKA), treated as a mandatory private individual scheme in the projections even though the State guarantees
the payment of a minimum contributory monthly pension benefit. More details can be found in the Greek pension fiche.
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in 2070 in Sweden, from 4% to 6.3% in Denmark and from 5.1% to 5.9% in the Netherlands. Spain
and Portugal also report on occupational schemes but these would remain irrelevant over the
projection period.

Graph 1.1.9: Private pension schemes: expenditure and contributions in 2022 and 2070 (% of GDP)
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- Figures are shown for those countries that reported (non-zero) data for one of the three private pension scheme types.
- DK: individual voluntary plans are included in the data for occupational schemes.

- EL: individual mandatory pensions concern the TEKA scheme, introduced in 2022.

Source: European Commission, EPC.

Individual schemes are expected to grow over the next decades as they mature in some
countries, while remaining limited in other. In 2070, pension expenditure through individual
mandatory schemes would amount to around 2% of GDP in Latvia, around 1% in Romania, Lithuania,
Estonia and Sweden, 0.3% in Croatia and 0.2% in Greece. They would provide 29% of total pensions in
Latvia, 16% in Estonia and about 10% in Romania, Lithuania and Sweden. Given that these schemes
were introduced in recent decades for the youngest workers, contributions are currently already
considerable while spending is still low or even zero. Moreover, in many countries, these schemes have
been the subject of repeated reforms since their conception, allowing for people to opt-out again or
have savings transferred to the public scheme. Only Spain, Sweden and Romania report data for
individual voluntary pensions but amounts are negligible in Romania and Spain and are projected to
remain so by 2070. The scheme is expected to disappear in the case of Sweden because the
associated tax deduction was abolished in 2016, with zero new contributions to the scheme in 2022.
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Box I.1.1: Breakdown of the change in the pension expenditure-to-GDP ratio

The following formula is used to analyse the underlying drivers of pension expenditure over time:

pension expenditure
GDP

population + 65 number of pensioners average pension income population 20 — 64

- population 20 — 64 X population + 65 GbpP X hours worked 20 — 74
hours worked 20 — 74

= (dependency ratio) x (coverageratio) x (benefitratio) x (labour marketeffect)

As aresult, the overall change in the public pension expenditure-to-GDP ratio is driven by four main factors:

— The dependency ratio effect quantifies the impact of demographic changes, namely the relative change
in the old-age (+65y) versus the working-age population (20-64y). An increase in this ratio indicates that
there are more older individuals relative to the working-age population, i.e. an ageing population.

— The coverage ratio effect is based on the total number of pensioners versus the population over 65. The
analysis of the coverage ratio provides information on how developments in the effective exit age and the
share of the population covered by the pension system influence pension spending.

— The benefit ratio effect indicates how the average pension (public pension expenditure divided by the
number of pensioners) develops relative to the average wage. It shows changes in the variables that
determine the pension benefit through the pension formula as well as indexation parameters.

— The labour market effect describes how changing labour market behaviour affects pension expenditure.
A further breakdown is applied to arrive at more intuitive drivers:

population 20 — 64 population 20 — 64 working people 20 — 64  hours worked 20 — 64

hours worked 20 — 74~ working people 20 — 64 X hours worked 20 — 64 X hours worked 20 — 74

1 1 1
B (employment Tate) X (labour intensity) X (Career shift)

The three labour market components can be interpreted as follows:

— The employment rate effect is defined as the ratio of people aged 20-64 over the number of working
people aged 20-64, i.e. the inverse of the employment rate. Under pay-as-you-go systems, a higher
employment rate expands the contribution base, which enhances the sustainability of the pension system,
at least in the medium term. When the employment rate increases, the pension expenditure ratio falls.

— The labour intensity effect is defined as the ratio of the working population aged 20-64 over the hours
worked by the population aged 20-64, i.e. the inverse of labour intensity. As labour intensity increases,
the pension expenditure ratio falls.

— The career prolongation effect is defined as the ratio of hours worked by the population aged 20-64 over
the hours worked by the population aged 20-74, i.e. the inverse of the career shift. A decrease of this ratio
captures the effect of a career prolongation beyond the age of 65, e.g. because of reforms that raise the
statutory retirement age or because of active ageing policies. An increase in the hours worked by people
over 65 brings the pension expenditure ratio down.
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1.6. DRIVERS OF PENSION EXPENDITURE

1.6.1. Breakdown of projected change in pension expenditure

The projected change in pension spending can be disaggregated into different components,
which help explain the overall dynamics. The total change in public pension expenditure can be
allocated over four components: the dependency ratio, the coverage ratio, the benefit ratio and the
labour market impact. The latter is further divided into three subcomponents: employment, labour
intensity and career shift effects (see also Box I.1.1). The results of this breakdown are shown in Table
1.1.10 and Graph I.1.10.

The demographic factor, captured by the dependency ratio, is the driving force behind
upward expenditure trends. It is the only component that leads to a significant spending increase,
having an expenditure-increasing impact for all countries. The contribution to the overall change in
pension expenditure between 2022 and 2070 amounts to 6.1 pps of GDP on average, ranging from
2.5 pps of GDP in Sweden to 10.8 pps in Luxembourg. Other countries where the demographic effect
alone would result in pension expenditure rising by at least 7 pps of GDP by 2070 are Greece, Spain,
Italy, Cyprus, Lithuania, Austria, Poland, Portugal and Slovakia.

The upward dependency ratio effect is countered by downward contributions from the
coverage ratio, the benefit ratio and the labour market effect. For the EU, these three
components together almost fully offset the adverse demographic impact over the projection period.
This is in particular due to the benefit ratio (-3.1 pps of GDP) and to a lesser extent because of the
coverage ratio (-1.5 pps) and changes in the labour market (-0.8 pps). The residual from the interaction
effect between the different components is favourable for all countries (-0.3 pps on average).

In most countries, a lower coverage ratio is expected to mitigate the impact of ageing on
pension spending. In 25 countries, the coverage ratio is expected to reduce expenditure; by 3 to 4 pps
of GDP in Italy, Romania and Austria. Countries that link the statutory retirement age to life

Graph 1.1.10: Contribution to change in public pension expenditure 2022-2070 (pps of GDP)
15

EL IT PT LV DK FR RO EE HR PL SE BG AT DE FI NO CZ NL I|[E SK LT BE ES CY SI HU MT LU EU

dependency ratio effect m coverage ratio effect benefit ratio effect mlabour market effect interaction effect #2022-2070 change

LU: see note Table I.1.10.
Source: European Commission, EPC.

39



European Commission
2024 Ageing Report

40

Table 1.1.10: Breakdown of change in public pension expenditure 2022-2070 (pps of GDP)

2022 dependency coverage benefit labour market effect . 2070
level ratio ratio ratio total employment labour career residual level
(a+b+c) rate (a) intensity (b) shift (c)

BE 12.7 6.5 -1.6 -0.4 -0.8 -0.7 0.1 -0.2 -0.2 16.2
BG 9.5 5.1 -2.4 -2.1 -0.1 -0.1 0.0 0.0 -0.4 9.6
cz 8.7 3.6 -1.0 -0.9 0.3 0.2 0.0 0.1 -0.1 10.4
DK 8.3 4.0 -2.7 -1.6 -0.9 -0.5 0.0 -0.5 -0.2 6.8
DE 10.2 4.3 -0.2 -2.4 -0.2 -0.2 0.0 -0.1 -0.2 11.4
EE 7.4 310 -2.4 =il.5 -0.4 -0.4 0.0 -0.1 -0.2 6.7
IE 3.8 4.0 -0.2 -0.7 -0.2 -0.2 0.0 -0.1 -0.1 6.6
EL 14.5 7.7 -0.7 -6.6 -2.2 -1.7 0.0 -0.6 -0.7 12.0
ES 13.1 10.5 -0.3 -3.9 -2.0 -1.4 0.0 -0.7 -0.7 16.7
FR 14.4 6.0 -2.2 -3.4 -1.0 -0.9 0.0 -0.1 -0.3 13.6
HR 9.0 4.6 -2.1 -1.6 -1.0 -0.8 0.0 -0.2 -0.2 8.8
IT 15.6 8.3 -3.0 -3.8 -2.8 -1.6 0.0 ) -0.5 13.7
cYy 8.2 7.8 -1.6 -1.5 -0.8 -0.5 0.0 -0.3 -0.3 11.8
Lv 7.2 3.8 -0.9 -4.4 0.1 -0.1 0.0 0.2 -0.4 5.4
LT 6.4 7.1 -2.4 -1.0 -0.1 -0.1 0.0 0.0 -0.4 9.7
LU 9.2 10.8 1.8 -4.1 0.0 0.0 0.1 0.0 -0.3 17.5
HU 7.7 4.3 -0.4 0.8 -0.4 -0.3 0.0 0.0 0.0 12.0
MT 6.2 5.9 0.0 -1.3 -0.2 -0.2 0.0 0.0 -0.1 10.5
NL 6.5 3.8 -1.2 0.2 -0.7 -0.4 0.0 -0.3 -0.1 8.5
AT 13.7 8.7 -4.0 -3.0 -0.8 -0.8 0.0 -0.1 -0.5 14.0
PL 10.2 7.9 -1.4 -5.9 0.0 0.0 0.0 0.0 -0.7 10.1
PT 12.2 7.3 -1.7 -6.1 -1.0 -0.5 0.0 =05 -0.3 10.4
RO 8.5 5.6 -3.7 -2.1 -0.3 -0.1 0.0 -0.2 -0.4 7.6
SI 9.8 5.4 =il.7/ 0.7 -0.3 -0.3 0.0 0.0 -0.2 13.7
SK 8.5 8.2 -2.5 -1.6 -0.8 -0.4 0.0 -0.4 -0.5 11.3
FI 12.8 5.5 -1.4 -1.9 -0.7 -0.3 0.0 -0.4 -0.1 14.1
SE 7.4 2.5 -1.0 -1.3 -0.3 -0.2 0.0 -0.2 -0.1 7.2
NO 10.8 6.8 1.1 -5.6 -0.3 =0.2 0.0 -0.1 -0.4 12.5
EA 11.9 6.2 -1.3 -2.9 -1.1 -0.7 0.0 -0.4 -0.3 12.5
EU 11.4 6.1 =il -3.1 -0.8 -0.6 0.1 -0.3 -0.3 11.8

- Breakdown is based on number of pensioners.

- LU: As cross-border workers in Luxembourg are not covered in the labour force projections for the pension projection exercise,
the labour market and coverage ratio effects from the standard breakdown are not meaningful. When limiting the breakdown to
the contribution of alternative dependency (number of pensioners/number of contributors) and benefit ratios (average pension
income/(GDP/number of contributors)), these would explain respectively 13 pps and -2 pps of GDP of the change in total pension
expenditure between 2022 and 2070, with a residual of -2.8 pps of GDP. This remark also concerns the other tables in this
section.

- AT: figures include the Ausgleichszulage and Rehabilitationsgeld.

Source: European Commission, EPC.

expectancy, like Italy, or where the early retirement is set to rise, like in Romania and Austria, should
indeed be expected to see the number of pensioners increase by less than the 65+ population, leading
to a lower coverage ratio as people start to draw pension benefits later. In some countries (e.g. France,
Austria, Spain and Lithuania), a lower coverage ratio reduces pension expenditure already significantly
by 2030, due in part to the timing of reforms. The coverage ratio is expected to cause pension
expenditure to increase only in Luxembourg (+1.8 pps of GDP) and Norway (+1.1 pps), with a neutral
impact for Malta.

The downward contribution from the benefit ratio is higher on average because of sharp
reductions for a group of countries. With the exceptions of Hungary (+0.8 pps of GDP), Slovenia
(+0.7 pps) and the Netherlands (+0.2 pps), the benefit ratio effect is set to reduce pension expenditure
over time. Lower benefit ratios result in the steepest decline in pension spending in Greece (-6.6 pps),
Portugal (-6.1 pps), Poland (-5.9 pps), Norway (-5.6 pps), Latvia (-4.4 pps) and Luxembourg (-4.1 pps).
Also for Spain, Italy, France and Austria, pension benefits growing slower than wages reduces the
pension expenditure-to-GDP ratio by at least 3 pps during the projection period.
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The varying impact of the coverage ratio and the benefit ratio effects mostly reflect the
extent to which and the way in which countries have implemented reforms. Measures that
tighten access to the public pension scheme can affect both ratios, e.g. the decision to increase the
statutory retirement age or a shift to second pillar pension schemes classified outside the public
sector. Measures that change the generosity of future pension benefits produce an impact on the
benefit ratio, e.g. through the introduction of sustainability factors or the application of less generous
indexation rules.

The labour market effect is generally low and negative, meaning that assumed labour
market changes mostly reduce pension spending. The employment rate and the career shift are
driving the overall labour market effect. The contribution from changes in labour intensity is about
neutral for all countries. This reflects the macroeconomic assumptions underlying the projections. For
Czechia and Latvia, there is a small expenditure-increasing impact. For the other countries, labour
market dynamics reduce expenditure by up to 1 pp of GDP, with the exceptions of Italy (-2.8 pps),
Greece (-2.2 pps) and Spain (-2 pps). The latter countries are expected to see a strong decline in
unemployment rates over time (), reflecting the agreed assumptions, with an additional impact from
the career shift effect.

Dependency ratio effect

A higher dependency ratio pushes up pension expenditure for all countries in 2022-2070.
This reflects an ageing society: for every 10 persons in the EU older than 65 years in 2022, there were
28 persons aged between 20 and 64. By 2045, this would fall to 19 people, decreasing further to 17
people in 2070. This corresponds to a higher old-age dependency ratio and thus a contributory base
that narrows relative to the number of potential retirees. (>*) Policy measures aimed at increasing
statutory and effective retirement ages or lifting employment rates of older worker (as captured by the
coverage ratio) and measures to control the increase in the average pension benefit (as captured by
the benefit ratio) could help offset the budgetary impact of such demographic shifts.

The contribution of the dependency ratio over time shows a pronounced ageing effect in the
next decades, which abates towards the 2050s (see Table 1.1.11). Cross-country differences
reflect varying ageing dynamics. In particular:

e In the period 2022-2030, the dependency ratio rises fast as the post-war baby-boom generation
continues to enter retirement, driving up pension spending by 1.8 pps of GDP on average in the EU.
A rising dependency ratio leads to the largest increase in pension expenditure in Austria (+3.2 pps
of GDP), with demographic pressure raising pension expenditure by at least 2 pps of GDP in Italy,
Spain, Greece, Portugal, France and Slovakia. In Malta and Hungary the dependency ratio effect is
muted at the start of the projections.

e The demographic effect continues to exert upward pressure on pension expenditure for all countries
in 2030-2040, by 2.1 pps of GDP on average, with the sole exception of Malta. Shifting
demographics drive up pension expenditure by 4.4 pps of GDP in Spain and 4.3 pps in Italy. Pension
spending would rise by at least 2 pps of GDP purely because of demographic changes in Greece,
Portugal, Austria, Romania, Luxembourg, France and Slovakia over the same period.

(?®) See Chapter 2 of Part | in Volume | of the 2024 Ageing Report.
(**) For an overview of old-age dependency ratio projections, see Chapter 1 of Part | in Volume | of the 2024 Ageing Report.
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e Demographic pressures start to abate in  Taplel111: Contribution of the dependency ratio effect

2040-2050, when continued ageing lifts to the change in public pension expenditure
pension expenditure by 1.3 pps of GDP on (pps of GDP)
average. The dependency ratio effect 2022-30 2030-40 2040-50 2050-60 2060-70 2022-70
remains positive for all countries; it is zero in BE 1.9 1.6 0.9 1.1 1.0 6.5
th Netherland Th bi i t Id BG 1.0 1.8 2.0 1.1 -0.8 5.1
e Netherlands. The biggest impact wou oz o5 13 s 08 08 36
be in Spain (+3.3 pps of GDP), Slovakia DK 1.1 1.3 0.1 0.7 0.7 4.0
(+3.1 pps), Poland (+3.1 pps) and Greece 'EE (1)'2 é'; (1’; (1"2 _%'52 ‘3"-;
(+3 pps), with an increase of around 2 pps in IE 0.6 1.0 14 0.5 0.5 2.0
Portugal, Slovenia, Bulgaria, Luxembourg and EL 24 3.8 3.0 -0.4 -1.1 7.7
. ES 2.6 4.4 3.4 0.0 0.1 10.5
Romania.
FR 2.0 2.0 0.8 0.5 0.7 6.0
HR 1.6 1.1 1.1 0.5 0.5 4.6
e This slower increase continues in 2050-2060, g{ i; ‘1‘2 1;‘ ;’f g'g jg
with an average increase in pension spending v e T T il 07 38
of 0.6 pps of GDP in the EU because of LT 1.7 1.7 1.4 2.2 0.2 7.1
. . . . . LU 1.6 2.2 2.0 2.7 2.3 10.8
populat./on age/ng.. Ageing lifts per15|on U 02 14 15 1o 0.0 .3
expenditure by maximum 2 pps of GDP in all MT 0.1 -0.1 1.1 2.7 2.1 5.9
countries except Luxembourg and Malta NL 1.2 1.1 0.0 0.5 1.1 3.8
. . AT 3.2 2.8 1.0 1.2 0.6 8.7
(+2.7 pps), Cyprus (+2.4 pps) and Lithuania PL 1.8 1.4 3.1 2.0 04 | 79
(+2.2 pps). Few countries see a small PT 2.2 3.2 2.1 -0.2 0.0 7.3
. : . RO 0.7 2.8 1.9 0.7 -0.5 5.6
decrease in pension expenditure. pox 1o 7 51 04 e >
SK 2.0 2.0 3.1 1.9 -0.8 8.2
e Finally, in 2060-2070, the demographic hiL 1.3 0.3 Lo L7 L2 5.5
. . . . SE 0.5 0.5 0.3 1.0 0.3 2.5
factor is expected to raise spending by just NO 16 ) 0.9 13 11 5.8
0.2 pps of GDP on average in the EU and to EA 2.0 2.3 11 0.4 0.4 6.2
: : : EU 1.8 2.1 1.3 0.6 0.2 6.1
reduce expenditure in ten countries. Cyprus

and Malta would see pension expenditure LU: the alternative dependency ratio effect (see comment Table
1.1.10) amounts to 1.1, 2.5, 2.7, 3.5 and 3.2 pps for the

Increase by more than 2 PPS of GDP given a respective time periods, with a total of 13 pps of GDP in 2022~
further increase in the dependency ratio. In  2070. Considering the broad similarity of the numbers, the text
the final decade, favourable demographic refers to the numbers for the standard breakdown, which only
developments would reduce pension accounts for the resident population, though.

. . Source: European Commission, EPC.
spending by 1.1 pps of GDP in Greece and by
0.8 pps in Bulgaria, Czechia and Slovakia.
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Coverage ratio effect

The coverage ratio relates the number of pensioners to the number of people older than 65
years. It thus gives an idea about the extent to which a country grants pension benefits to people
below the age of 65. Reforms that eliminate or tighten access to early retirement, increase the
statutory retirement age or, more generally, try to increase the effective retirement age, for example
through a bonus-penalty system or active labour market policies, reduce the coverage ratio.

A significant fall of the coverage ratio is expected over the projection period. In the EU, the
coverage ratio is projected to fall by 15 pps between 2022 and 2070, mostly in the period up to 2040
(see Table 1.1.12). It would increase only in Luxembourg, Norway and Malta. The sharpest decrease is
expected for Lithuania, Romania, Austria, Estonia, Denmark, Bulgaria and Slovakia, where the coverage
ratio would decline by at least 30 pps. The contribution per decade of variations in the coverage ratio
to changes in the pension expenditure-to-GDP ratio is shown in Table 1.1.13. In the EU, lower coverage
reduces pension expenditure by 1.5 pps of GDP over the projection period, especially in the 2020s and
2030s, with a broadly neutral impact beyond 2040.

Table 1.1.12: Coverage ratio (%) Table I.1.13: Contribution of the coverage ratio
effect to the change in public pension

2022 2030 2040 2050 2060 2070 2022-70

BE [ 133.9 123.8 120.6 120.5 119.2 1185 | -155 expenditure (pps of GDP)
S8 L AEes a7 iy AU S80 06 || st 2022-30_2030-40_2040-50 2050-60 2060-70 2022-70
Ccz 129.9 123.0 1179 113.7 112.0 114.3 -15.5 BE 1.0 0.3 0.0 0.2 01 1.6
DK | 111.2 1042 953 923 829 79.7 | -315 @ || e e WO 0.6 =y
DE | 1244 1175 1206 124.0 123.8 1214 | -3.0 cz | 04 .03 03 02 02 1.0
EE | 119.2 108.2 100.0 92.6 89.7 86.7 [ -32.5 ok | 06 08 w03 o8 03 | 2.7
IE | 1378 136.0 1349 1321 1334 1322 -56 oe | -0s 03 03 0.0 02 | -02
EL | 1034 96.0 926 932 946 978 | -56 EE 0.7 06 0.6 0.2 02 2.4
ES | 103.6 952 921 945 989 99.0 | -4.6 IE 0.0 0.0 01 o1 01 0.2
FR | 141.2 1279 121.6 121.3 121.2 120.6 | -20.6 EL 1.0 0.5 0.1 0.2 0.4 0.7
HR | 140.7 127.6 121.6 1159 1142 112.7 | -28.1 ES 11 0.5 0.4 0.8 0.0 0.3
IT 104.5 98.0 91.2 90.5 88.9 86.1 -18.4 FR -1.4 -0.7 0.0 0.0 -0.1 2.2
CYy 113.8 111.2 116.1 118.2 112.3 100.0 -13.7 HR -0.9 -0.5 -0.5 -0.1 -0.1 2.1
LV | 137.8 129.5 124.4 122.1 118.9 1209 | -17.0 T 1.0 12 0.1 0.3 0.4 3.0
LT 165.8 141.7 132.1 128.8 122.7 122.3 -43.4 cY -0.2 0.4 0.2 -0.6 -1.4 -1.6
LU 234.8 241.9 248.0 257.5 266.0 273.5 38.8 LV -0.4 -0.3 -0.1 -0.2 0.1 -0.9
HU 127.6 130.8 127.7 123.3 121.4 122.2 -5.4 LT -1.1 -0.6 -0.2 -0.5 0.0 -2.4
MT 99.1 96.9 101.7 102.7 100.4 100.2 1.1 LU 0.3 0.3 0.4 0.4 0.4 1.8
NL 114.3 108.3 107.0 104.6 99.4 96.7 -17.7 HU 0.2 -0.2 -0.3 -0.2 0.1 -0.4
AT 144.7 132.5 1199 115.2 110.4 108.8 -35.9 MT -0.1 0.3 0.1 -0.2 0.0 0.0
PL | 132.7 126.2 127.9 121.8 1154 1159 | -16.8 NL -0.4 -0.1 -0.2 -0.4 -0.2 -1.2
PT 112.5 106.7 101.9 99.8 100.0 99.3 -13.2 AT -1.2 -1.5 -0.6 -0.6 -0.2 -4.0
RO 133.8 133.5 117.7 111.2 102.9 90.7 -43.1 PL -0.5 0.1 -0.5 -0.6 0.0 -1.4
SI 140.0 129.6 122.8 118.0 117.0 118.8 -21.2 PT =07 -0.6 -0.3 0.0 -0.1 =1.7
SK 144.8 141.6 137.0 123.5 116.0 1149 -30.0 RO 0.0 -1.3 -0.6 -0.8 -1.1 -3.7
FI 124.3 118.6 117.5 1154 113.0 111.8 | -12.5 SI -0.8 -0.6 -0.5 -0.1 0.2 -1.7
SE 126.6 122.7 117.7 116.9 112.0 110.3 -16.3 SK -0.2 -0.3 -1.1 -0.7 -0.1 -2.5
NO 138.2 150.6 151.8 159.9 161.3 151.6 13.4 FI -0.6 -0.1 -0.2 -0.3 -0.1 -1.4
EA 121.6 113.0 109.4 109.6 109.9 108.9 -12.7 SE -0.2 -0.3 -0.1 -0.3 -0.1 -1.0
EU 123.4 115.6 111.6 110.8 109.9 108.8 -14.6 NO 1.0 0.1 0.6 0.1 -0.8 1.1
— EA -0.9 -0.4 0.0 0.0 -0.1 -1.3
The coverage ratio is calculated as the total number of EU 0.7 0.4 0.1 0.1 0.1 1.5

public pensioners relative to the population 65 and over.

Source: European Commission, EPC. Source: European Commission, EPC.
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Benefit ratio effect

Future pension expenditure is also 7ic1114 Contribution of the benefit ratio effect to

impacted by the way in which pension the change in public pension expenditure
benefits are adjusted for inflation and (pps of GDP)
productivity gains. The valorisation of acquired 2022-30 2030-40 2040-50 2050-60 2060-70 2022-70
pension rights, accrual rates and conditions for ~ 8¢ | 04 0 -04 02 01 ) -0.4
L i ; BG 0.4 -1.2 -0.8 -0.4 -0.1 -2.1
enjoying full pension benefits are other cz 1.0 0.2 01 0.2 0.1 0.9
important parameters. Together these design DK 0.6 -0.6 -0.8 -0.5 04 | -16
features determine the generosity of the pension 'EE '(;"26 :;"11 :g'i :g'j _%'02 j';
system, which can be measured through the € | -02 0.0 02 01  -03 | -07
benefit ratio. The latter expresses the average EL -2.4 -1.4 =13 =12 0.2 -6.6
pension benefit in terms of the average wage. A Ei _%'1 :g'g ig :;'g g§ j’i
lower relative generosity of pensions because of g | 1.1 08  -09  -06  -04 | -16
parametric reforms thus results in a lower I 0.0 =3 -2.2 -0.9 0.6 -3.8
benefit ratio. Section 1.6.2. takes a closer look at < | %4 ©°5 ~-08 04 05 § -L5
. ) LV =il =il.2 -1.0 -0.9 -0.2 -4.4
benefit ratios. LT 1.1 0.1 05 -1.0  -08 | -1.0
LU -1.2 -0.9 -1.2 -0.6 -0.1 -4.1
On average in the EU, benefit ratios are "’ | 03 03 0.4 0.0 05 | 08
. R i MT -0.5 -0.4 -0.1 -0.1 -0.3 -1.3
expected to decline, reducing pension NL 0.1 0.1 0.2 0.2 0.1 0.2
spending by 3.1 pps of GDP by 2070. Table A 0.2 =il -iLU 0.4 0.3 3.0
) . . PL -0.1 -2.3 -2.0 -1.2 -0.4 -5.9
[.1.14 shows the benefit ratio effect, ie. the = il T T
increase or decrease of public pension RO 1.2 -1.2 -0.9 -0.8 -0.5 -2.1
expenditure that can be related to changes in the Ssi '(?-12 01--’;) %-16 %01 g-? ‘;-76
benefit ratio. Over the entire projection period, il es w7 w7 w02 00 | -19
pension systems would become slightly more SE 0.0 -0.5 -0.4 -0.2 -0.3 -1.3
generous in Hungary, the Netherlands and ’;/‘3 '(1)~‘3‘ '1-8 13 'éé %-01 'j-g
Slovenia (#°), while in all other countries the W | w03 e s e dd || -ma
beneflt ratio is ?XpeCted to decline, thus reducing LU: the alternative benefit ratio effect (see comment Table
pension expenditure. 1.1.10) results in contributions of -0.5, -0.7, -0.6, -0.2 and 0 pps,

with a total of -2 pps of GDP in 2022-2070.
In 2022-2030, the average decrease in >°urce:European Commission EPC
benefit ratios lowers pension expenditure
by just 0.3 pps of GDP since there are eleven countries where benefits are set to grow
faster than wages. The most negative contributions are expected in Greece (-2.4 pps of GDP),
Norway (-1.4 pps), Luxembourg (-1.2 pps), Latvia (-1.1 pps) and Czechia (-1 pp). On the other hand,
pension benefits rising faster than wages would cause the pension expenditure ratio to rise by 1.1-
1.2 pps in Croatia, Lithuania and Romania.

The benefit ratio effect is negative in most countries between 2030 and 2070. The benefit
ratio effect causes pension expenditure to decrease steadily, by 2.8 pps of GDP on average in the EU in
2030-2070. The expenditure reducing effect is the largest in 2030-2050, at -2 pps of GDP on average
with large declines in Poland (-4.3 pps), Italy (-3.5 pps), Greece (-3.2 pps), Norway (-3.1 pps), Spain
(-2.9 pps) and Portugal (-2.5 pps).

() When looking only at the earnings-related benefit ratio, instead of the total public benefit ratio, also in Ireland and Norway
the generosity would rise.
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Labour market effect Table 1.1.15: Contribution of the labour market effect to
the change in public pension expenditure

Policy measures to lift employment (pps of GDP)

increase the economic growth potential and

2022-30 2030-40 2040-50 2050-60 2060-70 2022-70

expand the contributory base. Moreover, BE o4 o3 o1 o1 00 38
when employment increases among older age BG 0.2 -0.1 -0.2 -0.2 0.1 -0.1
groups, this leads to higher effective retirement 2 | 0.3 0.0 01 0.1 0.1 0.3
. DK -0.1 -0.3 -0.1 -0.3 -0.1 -0.9
ages and a shorter retirement spell. Such DE 0.0 0.1 0.0 0.1 0.0 0.2
measures thus potentially bear multiple gains EE 0.2 -0.1 -0.3 -0.2 0.0 -0.4
with respect to the sustainability of pension IE 0.1 0.1 0.1 0.0 0.0 0.2
EL -0.6 -0.7 -0.7 0.0 -0.2 5222
systems. ES 0.7 0.8 0.5 0.2 0.1 2.0
FR -0.3 -0.5 -0.2 0.0 0.0 -1.0
The labour market effect generally reduces HR | -06  -02  -0.2 0.0 0.0 -1.0
. IT -0.5 -1.0 -0.6 -0.3 -0.4 -2.8
pension costs, though by less than the oy 01 01 02 0.4 01 | -o8
benefit and coverage ratios. The overall Lv 0.2 0.0 -0.1 -0.1 0.1 0.1
. . LT 0.0 0.0 0.0 -0.2 0.1 -0.1
effect of the labqur markgt assumptions |s.small U 0.0 0.0 02 0.0 o1 0.0
for most countries and is concentrated in the HU 0.1 0.1 0.1 -0.1 0.0 -0.4
first half of the projection period (see Table MT -0.2 0.0 0.0 0.0 0.0 -0.2
. . NL -0.1 -0.2 -0.1 -0.2 -0.2 -0.7
[.1.15). The impact is the largest for It.aly, Greece ar | 03 o4 0.0 o1 0.0 08
and Spain, where the labour assumptions reduce PL 01 0.2 01 0.2 0.2 0.0
pension spending by 2-3 pps of GDP by 2070. PT -0.2 -0.3 -0.2 -0.1 -0.2 -1.0
: f : RO 0.0 -0.2 -0.1 -0.1 0.1 -0.3
For France, Croatia and Portugal, f[he .|m.pact is - 01 02 03 0.0 01 03
1 pp of GDP. For all other countries it is less. SK 0.1 0.1 0.4 0.3 -0.1 -0.8
Additional labour market reforms might help FI 0.2 -0.1 -0.3 -0.3 -0.2 -0.7
. P . SE 0.0 -0.1 0.0 -0.2 0.0 -0.3
countries curb rising pension costs to the extent ) 01 ) o1 o1 00 3
that they successfully increase employment EA 0.2 0.4 0.2 01 01 1.1
rates, especially among older persons (see EU -0.2 -0.3 -0.2 -0.1 -0.1 -0.8
Section 1.8.2.). Source: European Commission, EPC.

1.6.2. Benefit ratio

As discussed above, the main downward pull on pension spending comes from the benefit
ratio effect, which captures the financial generosity of pension systems. This highlights the
importance of the benefit ratio for the overall development of pension expenditure. In fact, the benefit
ratio effect is positive or about neutral for some of the countries with the biggest projected
expenditure increase, e.g. Slovenia, Hungary and Belgium.

A range of reforms implemented in the past decade to strengthen the fiscal sustainability
of the pension system results in a reduction of the benefit ratio. Evidently, for countries with a
relatively low current benefit ratio, such adjustments could affect pension adequacy, defined as the
extent to which pension benefits suffice to ensure retirees a decent standard of living and protect
them from poverty, thus putting the focus on retirement income of people at the lower end of the
income distribution. This matter is the subject of the Pension Adequacy Report. (%) The baseline
pension projections of the Ageing Report assume indexation in line with current legislation. A sensitivity
scenario is conducted to estimate the budgetary cost of preventing the earnings-related benefit ratio
from falling below 90% of the base year level (see Section 1.8.3.).

(%®) This is a joint triennial report from the Social Protection Committee and the European Commission (DG EMPL). The 2024
edition is scheduled for publication in May 2024.
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Table I.1.16: Benefit ratio: 2022, 2045 and 2070 (%)

Public pensions: earnings-related Public pensions: total All pensions (public & private)
2022 2045 2070 | 292270 2022 2045 2070 | 2022770 2022 2045 2070 | 2922770
(pps) (pps) (pps)
BE 48.3 46.7 44.9 -3.4 46.4 45.5 43.9 -2.5 BE
BG 33.4 29,8) 26.5 -6.9 31.1 26.9 24.5 -6.6 BG
Ccz 43.1 42.3 41.3 -1.8 42.7 41.1 40.3 -2.3 Ccz
DK 39.3 33.5 26.7 -12.6 41.1 36.0 30.1 -11.0 61.0 57.1 57.6 -3.3 DK
DE 40.8 35.8 34.4 -6.4 43.0 36.8 35.0 -8.0 DE
EE 31.6 31.5 27.1 -4.5 28.8 28.4 24.4 -4.4 29.6 30.2 28.9 -0.6 EE
1IE 30.6 30.5 31.1 0.5 29.7 29.7 30.3 0.6 1E
EL 78.2 62.0 55.6 -22.6 76.4 60.5 53.0 -23.4 76.4 60.6 54.0 =22, EL
ES 70.0 63.6 53.7 -16.3 64.1 59.9 51.4 -12.7 65.7 61.4 52.1 -13.6 ES
FR 45.4 39.2 34.4 -11.0 47.1 41.9 37.3 -9.8 FR
HR 29.5 27.8 24.0 -5.5 29.7 28.2 24.1 -5.6 29.8 28.9 25.0 -4.8 HR
IT 71.2 61.6 57.7 =il8.5 69.3 60.3 55.7 =il8® IT
CY 59.9 47.5 43.5 -16.3 57.2 51.3 49.3 -7.9 CcY
Lv 28.4 18.8 13.9 -14.5 25,5 17.5 i85 -12.0 25.7 19.8 18.9 -6.8 LV
LT 29.5 30.0 23.4 -6.1 23.8 28.7 23.2 -0.6 23.9 29.7 26.1 2.2 LT
LU 57.9 47.0 43.9 -14.0 52.1 45.4 42.5 -9.6 LU
HU 39.3 41.7 43.0 3.7 38.2 39.6 41.5 3.4 HU
MT 36.2 32.4 31.3 -4.9 38.7 33.1 32.0 -6.7 MT
NL 34.1 34.9 35.4 1.3 37.8 38.4 39.1 1.3 67.3 63.8 66.3 -1.0 NL
AT 54.4 48.1 44.1 -10.3 55.5 49.9 46.0 -9.5 AT
PL 47.0 33.4 26.2 -20.8 44.5 31.5 24.7 -19.8 PL
PT 48.7 46.8 31.3 -17.4 52.9 49.8 34.3 -18.6 54.3 50.5 34.8 -19.5 PT
RO 33.6 35.0 29.7 -3.9 33.9 34.3 28.9 -5.0 34.0 36.8 32.5 -1.6 RO
SI 33.8 36.6 37.2 3.4 31.6 34.1 34.9 3.4 SI
SK 37.0 32.6 32.2 -4.8 37.9 34.2 33.3 -4.6 SK
FI 48.0 43.0 42.0 -6.0 50.8 45.0 44.0 -6.8 FI
SE 33.7 26.7 23.1 -10.6 36.0 33.2 30.4 -5.5 47.0 45.4 43.3 -3.7 SE
NO 44.5 46.6 48.9 4.4 56.6 42.0 36.2 -20.5 NO
EA 45.7 40.8 37.0 -8.6 44.9 40.9 37.4 -7.6 EA
EU 43.8 39.2 35.5 -8.3 43.2 39.3 35.8 -7.3 EU

- The benefit ratio expresses the average pension as a share of the average gross wage.

- 'Public pension: earnings-related' refers to old-age earnings-related pensions, including flat-rate pension components. 'Public
pensions: total' includes all public pensions. 'All pensions' also includes private occupational and private individual benefits; it is
shown insofar Member States reported private pension data.

- Unweighted averages for EA/EU.

- |E: occupational scheme of civil servants included in public pensions (earmings-related and total).

- AT: the Ausgleichszulage and the Rehabilitationsgeld are included in public pensions (total).

Source: European Commission, EPC.

Most countries project a decline in the benefit ratio for earnings-related public pensions.
Table 1.1.16 provides the level and the change in the benefit ratio for the public pension system
(earnings-related and total benefits), as well as for the overall pension system for those countries that
provided projections on private pension schemes. Between 2022 and 2070, a decrease of 8.3 pps is
expected on average in the EU. The earnings-related benefit ratio would decrease the most in Greece
(=23 pps), Poland (-21 pps), Portugal (-17 pps), Cyprus (-16 pps) and Spain (-16 pps), with also Latvia,
Luxembourg, Italy, Denmark, France, Sweden and Austria projected to see a double-digit decrease.
Apart from Latvia, these countries were among those with the highest benefit ratios in 2022 - for
Denmark and Sweden the total benefit ratio is more relevant. The decline in the benefit ratio for these
countries is caused by a combination of falling replacement rates because of automatic adjustment
mechanisms and indexation of benefits at rates below wage growth, in addition to country-specific
elements. () Earnings-related pensions would become somewhat more generous in five countries:
Ireland, Hungary, the Netherlands, Slovenia and Norway.

(?7) For Cyprus, which projects an increase in the replacement rate of public pensions, the decline in the benefit ratio is caused
by the closure of the civil servant scheme (GEPS) for new members since 2011. For Portugal, the phasing-out of the CGA
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Trends for total public pensions are similar to those for earnings-related benefits, with a
decline in the benefit ratio for both. The decrease is generally somewhat smaller, though, as non-
earnings-related benefits tend to be indexed at higher rates. The large difference for Norway (+4 pps
for the earnings-related benefit ratio vs -20 pps for all public benefits) is due to the inclusion of
pensioners living abroad in the projections, typically concerning people with shorter spells of work in
Norway who will receive the minimum pension. Minimum pension projections are a special case in the
Ageing Report projections.

Minimum pensions or social allowance benefits are meant to protect against old-age
poverty in case of incomplete careers or insufficient contribution years to qualify for
earnings-related benefits. Amounts are usually means-tested and generally lower than earnings-
related benefits. Some countries have separate earnings-related minimum pensions. To protect
recipients against poverty, both absolute amounts and the degree to which these keep pace with
standards of living matter. This is particularly the case in countries that currently have low replacement
rates, or in those countries where many people depend on non-contributory minimum or basic
pensions.

The indexation rules assumed for minimum pensions in this report reflect these schemes’
purpose to protect pensioners against poverty. The strict application of legal indexation rules
close to price growth, would eventually lead to a decline in average minimum pensions. If this were the
case, their effectiveness in protecting retirees against poverty would be eroded over time. However,
also in countries with less generous indexation rules — or no formally fixed rules — minimum benefits
have in practice been revised more in line with wages through discretionary adjustments beyond the
legal indexation, exactly to correct for the standard of living and uphold the adequacy of benefits over
time. For this reason, the projections assume that, insofar a minimum pension exists, it is adjusted in
line with legislation for a maximum of ten years, after which they should follow wage growth for all
countries, regardless of the national legislation or practice.

Private pension schemes mitigate the projected decrease of public pension benefit ratios. A
subset of 11 countries reported data for occupational or individual private pension schemes, allowing
to calculate overall pension benefit ratios. These supplementary schemes generally compensate for a
lower generosity of public pensions, resulting in a higher overall benefit ratio and a lower decline than
projected for public pensions alone. Still, in countries such as Estonia, Croatia, Latvia, Lithuania and
Romania, low (and declining) pension adequacy remains an issue, even when accounting for private
schemes.

For countries with large private schemes, total benefit ratios are substantially higher than
public ones. The Netherlands and Denmark, which have near-universal private occupational pension
schemes, had a total pension benefit ratio of 60-70% in 2022. This is 33 and 22 pps higher than the
benefit ratio of their respective public pension schemes. By 2070, total benefit ratios would fall
somewhat but remain high, at 66% in the Netherlands and 58% in Denmark. In the case of Sweden,
which also has sizeable private schemes (see Section 1.5.2), the NDC public system results in a decline
in the benefit ratio over the projection period as retirement ages increase by less than the expected
gain in life expectancy, leading to lower annuities. The occupational and individual schemes
compensate for the decline in the public scheme.

scheme for civil servants contributes to the decrease in the benefit ratio. For France, the 1993 reform reduced pension
benefits for private sector employees through an increase in the number of years considered in the benefit formula (from
10 to 25 years) and price indexation of past wages (replacing wage indexation). These measures continue to have a
downward effect on the average benefit ratio.
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1.6.3. Replacement rate

Replacement rates measure the very first pension benefit against the last wage before
retirement. As such, a downward trend in the replacement rate might cause the benefit ratio to
decrease. Changes in replacement rates between 2022 and 2070 are shown in Table 1.1.17 for
earnings-related public pensions and, for those countries that provided the required data on private
schemes, all pensions.

Table .1.17: Replacement rate: 2022, 2045 and 2070 (%)

Public pensions: earnings-related All pensions (public & private)
2022 2045 2070 2022-70 (pps) 2022 2045 2070 2022-70 (pps)
BE 35.1 36.3 34.6 -0.5 BE
BG 41.7 32.0 29.9 -11.7 BG
cz 47.9 52.7 48.3 0.4 Ccz
DK 29.4 27.9 23.7 -5.8 56.3 52.6 52.5 -3.8 DK
DE 36.8 34.9 35.1 -1.7 DE
EE 45.6 45.6 38.7 -6.9 EE
1IE 34.6 34.9 36.6 2.0 IE
EL 75.9 62.0 65.2 -10.7 75.9 62.0 70.6 -5.3 EL
ES 77.2 67.6 64.0 -13.2 ES
FR 41.6 35.0 34.4 -7.2 FR
HR 29.2 26.4 23.7 -5.4 29.9 27.8 25.0 -5.0 HR
IT 59.3 46.4 52.3 -7.1 T
cYy 37.5 42.9 49.0 11.5 cY
LV 56.3 25.6 23.7 -32.5 LV
LT 26.7 22.5 18.5 -8.2 27.2 26.5 26.4 -0.8 LT
LU 51.0 44.9 46.8 -4.2 LU
HU 39.9 46.6 48.3 8.5 HU
MT 51.8 49.0 49.6 -2.2 MT
NL 27.2 27.2 27.2 0.0 62.6 59.4 61.0 -1.6 NL
AT 5.2 54.2 54.4 1.2 AT
PL 58.2 28.7 26.8 -31.4 PL
PT 69.4 91.2 38.9 -30.5 67.3 87.0 37.0 -30.4 PT
RO 38.0 36.5 30.7 -7.4 39.7 40.6 39.0 -0.7 RO
SI 34.7 33.2 34.0 -0.7 SI
SK 39.6 36.0 34.7 -4.9 40.7 43.3 45.9 5.2 SK
FI 45.3 39.0 38.0 -7.3 FI
SE 30.8 25.0 25.5 -5.3 37.2 35.1 32.7 -4.5 SE
NO 21.5 17.5 19.6 -1.8 NO
EA 46.4 42.7 40.0 -6.4 EA
EU 45.0 40.9 38.2 -6.7 EU

- The replacement rate expresses the average new pension as a share of the average gross wage at retirement.

- Flat-rate pension components are included in the earnings-related public pensions.

- Unweighted averages for EA/EU.

- EL: 2023 instead of 2022.

- EL, ES, CY, PT & SK: denominator is the average wage rather than the average wage at retirement.

- RO: Second pillar benefits are paid as a lump sum or as instalments over a period of five years. The projections assume lump
sum payments but for the purposes of the replacement rate, these are converted in annuities.

Source: European Commission, EPC.

On average, the projected decline in the replacement rate for earnings-related public
pensions in the EU (-6.7 pps) is smaller than the decline in the pension benefit ratio
(-8.3 pps). The difference indicates that the average indexation of pension benefits in payment is
lower than wage growth. The largest declines in the public replacement rate are projected in Latvia
(-33 pps), Poland (-31 pps), Portugal (-31 pps), Spain (-13 pps), Bulgaria (-12 pps) and Greece (-11
pps). Latvia and Poland have a NDC public pension system, which have built-in sustainability factors.
Portugal, which has a defined benefit set-up, also applies a sustainability factor for certain pensions.
Moreover, the best 40 career years will be used to determine the pension benefits of future retirees,
compared to more favourable reference periods for current pensioners. In addition to the sustainability
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factor, Latvia valorises pension rights based on the overall wage bill, thus applying an additional
demographic correction given the projected decline in the working-age population. Latvia, Bulgaria and
Greece have a mandatory private scheme, which offsets the decline in the public pillar - though only
Greece reports data on replacement rates for these schemes. A rising replacement rate is expected in
Cyprus (+11 pps) and Hungary (+8 pps), with more limited increases in Ireland, Austria and Czechia.
These countries valorise acquired rights upon retirement on the basis of wage growth. In addition, for
Cyprus, there is the maturing of the supplementary part of the general scheme.

Private pension schemes compensate for the decline in the public pension replacement rate.
For instance, in Denmark and the Netherlands, the overall replacement rate would remain stable at
around 55% and 69% of the final wage, respectively. Portugal is the exception since the decrease in
the public scheme does not go hand in hand with a build-up of pension rights in the supplementary
schemes. For countries like Croatia and Lithuania, replacement rate levels remain low, even when
accounting for the private schemes.

1.7. DISAGGREGATION OF NEW PENSIONS

Analysing changes for new pensions — the benefits granted to newly retired people — allows
assessing reform effects. Public pension expenditure is the sum of the remaining stock of existing
pensions and the flows of new pensions that arise over the projection period. Indexation rules and
mortality rates determine how existing pensions change over time. As to new pensions, their dynamic is
affected by the flow of new pensioners, as well as their first pension benefit, in turn determined by the
career length of new pensioners, their average pensionable earnings (linked to past wages) and the
way pension rights accrue throughout the career on the basis of those earnings. More precisely, the
following disaggregation can be applied:

Pnew = N‘I’I.EW X Cnew X A‘I’I.EW X PE‘I’I.EW

With B, total spending on new pensions, N,., the number of new pensions (pensioners), C,.,, the
average contributory period or career length of new pensions, 4,,,, the average effective accrual rate
of the new pensions and PE,,,, the average pensionable earnings during the contributory period. For

some countries, an additional sustainability factor or adjustment factor might apply.

Data on contributory years and average accrual rates provide a clearer picture of the
future drivers of (new) pension expenditure. In the case of defined benefit systems, the accrual
rate is predefined. For NDC systems, it is determined by the contribution rate to the notional accounts
and the annuity factor. Accrual rates are not relevant for flat-rate systems. For point systems, a
disaggregation based on the above formula is neither feasible - because pensionable earnings are not
explicitly considered but rather accounted for through the point accumulation — nor meaningful
because of the inherent nature of a point system. For this reason, an alternative formula is used for
new spending in point systems:

Brew = Nnew X Prew = Npew X Vp X DPr

Where total new pension expenditure B,,,, is the product of the number of new pensioners N,,,, and
the average new pension benefit P,,,. The latter equals the pension point value at retirement v,
multiplied with ppy, which is the average number of accumulated pension points of new pensioners. An
additional sustainability factor or adjustment factor might apply. The average number of pension
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points ppy) can be further disaggregated. Under some social-security regimes, one can accrue pension
points in ways other than contributions, and those points can be considerable in terms of the final
amount. Therefore, it is relevant to have information on the time span needed to accumulate pension
points, independently of how they were accrued:

pbr =Cr X DP;
With Cy the average contributory period (actual and virtual) and pp, the average yearly number of

pension points. The latter can be interpreted as an implicit accrual rate in the case of a point system,
namely the total number of pension points at retirement divided by the contributory period.

Table 1.1.18: Average contributory period of new

earnings-related public pensions Table 1.1.19: Average effective accrual rate of new
(years) earnings-related public pensions (%)
2022 2030 2040 2050 2060 2070 2022-70 2022 2030 2040 2050 2060 2070 2022-70
BE[ 385 42.0 40.5 40.5 403 40.4 1.9 BE | 14 14 14 14 14 14 0.0
BG| 357 37.0 374 371 36.8 364 0.8 BG 1.4 1.4 1.4 1.4 1.4 1.4 0.0
Cz| 443 463 468 428 41.8 418 -2.5 Cz 1.6 1.7 1.6 1.7 1.7 1.7 0.1
DK : : g g g g g DK : : : : : : :
pE| : : . . . . DE*| 08 08 08 08 08 08 0.1
EE . . . . . . . EE*| 1.0 10 11 09 09 09 -0.2
IE : : : : : : : 1E : : : : : : :
EL | 31.9 324 315 343 359 384 6.6 EL | 11 11 1.1 1.1 1.1 1.2 0.1
ES| 37.8 384 394 404 415 426 4.8 ES [ 25 24 22 20 1.9 1.9 -0.7
FR| 339 311 316 317 339 343 0.5 FR’; IO U S LS O N 0.1
HR| 322 331 33.8 339 339 339| 17 HR*] 1.0 10 1.0 1.0 1.0 1.0 0.0
IT| 355 346 346 344 360 377 | 22 I L8 L B 7L 7 L 7L 7 | 0.1
oy . . . . . . . cr+| 1.3 1.3 12 1.2 12 1.2 -0.1
LV| 360 360 360 360 360 360 00 v rro 10008 070060 06 ) 05
LT| 355 386 386 384 383 383 28 Lrefot2 11 11 1l Ld Ll -0
L | 252 243 246 246 253 255 | 0.3 O - S  UR O N~ O N~ O N~ O =05
Hu| 359 371 385 384 381 390 | 3.1 HU (23 22 21 21 21 20 | -02
MT| 36.4 356 360 364 367 370 06 I T A A
NL : : : : : : H = - . . . . :
AT| 387 393 391 392 394 393 07 ’;I 1'3 (1)'2 (1)'2 (1)': é': 3'3 _%-03
PL| 36.6 373 381 380 39.1 39.1 2.5 sl 22 22 23 23 29 29 oo
PT| 343 358 368 361 37.8 383 3.9 : : : : : : :
RO*| 09 1.0 1.0 1.0 1.0 1.0 0.1
RO[ 354 377 388 388 389 39.0 3.6 gl 1e 17 17 17 1o s 0o
SI| 381 391 363 346 364 363 | -1.8 s | 05 09 o8 o8 os os o1
SK| 42.0 427 433 442 449 457 3.8 o ag 28 8 98 fo er 0.0
e AR 0 S s 8
- - - - - - : NO [ 09 09 09 09 09 08 0.1
NO[ 33.7 312 289 268 29.0 34.1 0.4
EA| 356 361 359 362 37.0 37.5 2.0 *Point system countries (average accrual rate calculated
EU| 363 370 370 370 377 381 1.9 as average pension points at retirement divided by
- In countries with point systems, new systems do not average contribution period); FR has a mixture of DB
(solely) depend on the contribution period. As a result, no (main scheme) and PS (complementary schemes), see
data is available for DE, EE and CY. pension fiche for more details.
- DK, NL, IE: flat-rate system. - DK, NL, IE: flat-rate systems.
- EL: 2023 instead of 2022; figures concern the main - EL: 2023 instead of 2022; figures concern the main
pension scheme. pension scheme.
- FR: contributory period is defined as number of years in Source: European Commission, EPC.

employment, excluding non-contributory periods that
count for insurance (e.g. unemployment, childcare).

- For countries using microsimulation models (e.g. FR, HU,
SE, NO), part of the volatility in the average contributory
period from one year to another is due to sample size.
Source: European Commission, EPC.
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Contributory period

Contributory periods can increase for several reasons, including rising statutory retirement
ages that force employees to continue working to receive full benefits. The abolition of early
retirement schemes or the tightening of eligibility criteria for certain benefits (e.g. disability pensions or
additional contributory years for military service periods, years of study or number of children) are
other factors that might lead to longer contributory periods.

Average contributory periods for new pensions are expected to follow an upward trend over
the long term, with an average increase of about 2 years in the EU (see Table 1.1.18). The
largest increase in the contribution period would be in Greece, at about 7 years, followed by Spain with
about 5 years, and Portugal, Slovakia and Romania with about 4 years. They are among the countries
with the lowest value in 2022. For Greece, a longer contributory period stems from the link to life
expectancy, with also other countries featuring such mechanism expected to see contributory periods
rise. For Spain, it is driven by a particularly strong increase for women, reflecting convergence to male
levels, which in turn is rising because of the ongoing increase in the legal retirement age and incentives
to delay retirement.

In contrast, contribution periods would fall in Czechia and Slovenia, by about 2-2.5 years. In
Czechia, as in many other countries, a wide range of non-contributory periods (e.g. study,
unemployment, childcare) counts for insurance so these are included in the contributory period. The
Czech decline beyond 2040 is due to the cancellation of studies as insured periods. For Slovenia, the
average contributory period initially increases due to the retirement of cohorts that entered the labour
market still relatively early. However, data on the contributory periods of the currently active
population shows that younger cohorts have accumulated shorter contributory periods than older
generations at the same age given late labour market entry and higher unemployment. The strong
decline in the average contributory period seen for Norway during most of the projection period is due
to immigration: immigrants on average spent fewer years in Norway compared to natives and
accordingly have fewer contributory years.

Longer average careers translate into a shorter period spent into retirement — without
considering the increase in life expectancy — and into higher economic growth because of
higher employment rates. As such, a rising trend in the average contributory period exerts downward
pressure on public pension expenditure. At the same time, however, a longer working life allows people
to accumulate more pension rights, thus increasing pension expenditure, unless average yearly accrual
rates are reduced in parallel.

Accrual rate

For most countries, the projections assume an accrual rate that remains about constant
between 2022 and 2070 (see Table 1.1.19). Spain shows a steady fall in the average accrual rate of
new pensions (-0.7 pps in 2022-2070), due to the interplay between average growth of new pensions
and changes in contributory periods and in pensionable income. For Latvia, which has a NDC system,
the decline in the average accrual rate (-0.5 pps) results from a lower notional contribution rate and a
higher sustainability factor. The fall for Luxembourg (-0.4 pps) is due to the annual decrease in the
accrual rate until the early 2050s, as introduced by the 2012 pension reform, an effect reinforced by
the decline in the average career length in the next few decades (see Table 1.1.18) due to the growing
proportion of migrants in the resident workforce.
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1.8. SENSITIVITY TESTS AND ALTERNATIVE SCENARIOS

To assess how changes in the macroeconomic and budgetary assumptions affect the
projections, the Ageing Report includes sensitivity tests and alternative scenarios. Sensitivity
tests are an indispensable element of any long-term projection exercise given the inherent uncertainty
that is involved. In the case of the Ageing Report, which is prepared based on common assumptions
and a ‘no-policy change’ scenario, they quantify the responsiveness of the expenditure projections to
changes in policy assumptions and in key drivers such as demographic and macroeconomic variables.

Seven sensitivity tests and three policy scenarios are conducted around the baseline
projections (see Table 1.1.20). The sensitivity tests apply a uniform shock to a specific variable for all
Member States, affecting life expectancy, migration, fertility, employment and productivity. In addition,
up to three policy scenarios are conducted, which deviate from the constant policy assumption applied
in the baseline. The policy scenarios provide a ‘what-if’ view to enrich the analysis and are only run if
the baseline does not already include such policy. In what follows, the results of the sensitivity tests
and alternative scenarios are presented as deviations from the baseline projections.

Table 1.1.20: Overview of the sensitivity tests and the policy scenarios for pensions

Demography Labour force Productivity Pension policy scenarios

Higher life
expectancy

Lower/higher
migration

Lower fertility

Higher employment
rate older workers

Lower/higher TFP
growth

Link retirement age
to life expectancy

[of

reti
age

benefit ratio

Additional gain in life
expectancy at birth of
two years by 2070.

33% lower/higher non-|
EU immigration over
the entire projection

period.

20% lower fertility
rate over the entire
projection period.

Employment rate of
older workers (55-

74y) 10 pps higher
than assumed in the
baseline projection.

TFP growth converges
to 0.6%/1.0%
(instead of 0.8%).

Effective retirement age

shifts in line with 3/4th

of the expected change
in life expectancy.

The early and statutory
retirement ages, as well
as career requirements,

are fixed at 2023
levels.

When the benefit ratio
declines by 10%
relative to the base
year, measures are
taken to stabilise the
benefit ratio from that

point onwards.

For a detailed description, see Chapter 5 in EC-EPC (2023).
Source: European Commission, EPC.
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1.8.1. Sensitivity tests on demographic variables

Life expectancy

An increase in life expectancy at birth of Graphi1.11: Higher increase in life expectancy:
around two years as compared to the change in public pension spending 2022-
assumptions in the baseline scenario would ::::“(n"e';s of GDP deviation from the
push up average pension expenditure by

0.4 pps of GDP in 2070 (see Graphl.1.11). This
reflects how people would spend a longer period in
retirement. The expenditure-increasing effect would
be somewhat offset by the positive effect a larger
labour force has on economic growth. Moreover,
some countries have introduced automatic
adjustment mechanisms in their pension system
(see Table 1.1.2). This shows in the estimated impact
on the pension expenditure ratio for these countries:
the six Member States with the lowest impact all
have such mechanisms. In Sweden, Italy and
Greece, estimates even point to a reduction of the
pension expenditure ratio. Aside from a link to life
expectancy, Sweden and lItaly have NDC systems,
which adjust pension benefits for the estimated
remaining life expectancy when entering retirement.
For Greece it reflects, in addition to the link, favourable denominator effects. A stronger-than-assumed
rise in life expectancy would have the biggest impact on pension spending in Slovenia (+0.9 pps of
GDP), Spain and Belgium (+0.8 pps), Austria, Hungary, Czechia and Croatia (+0.7 pps) and France,
Romania and Bulgaria (+0.6 pps).

0.8

0.6

0.4

0.2

0.0

Source: European Commission, EPC.

Migration

Pension expenditure would increase, to a variable extent, under the assumption that non-EU
immigration is 33% lower during the entire projection period (see Graph 1.1.12, left). Countries
generally assume that a large share of migrants enters the labour market upon arrival and will be
making pension contributions during much of the projection period rather than enjoying pensions
themselves. As a result, relative to the baseline projections, the impact on the pension expenditure-to-
GDP ratio averages 0.6 pps of GDP by 2070. The impact stems mainly from the denominator as lower
migration inflows shrink the labour force and thus economic growth. The biggest impact would be in
Cyprus (+1.8 pps of GDP), a small country where migration represents a high proportion of total
population in the baseline. The impact would also be non-negligible in Malta, Slovenia, Hungary, Greece
and Spain, at between 0.8 and 1.4 pps. In Estonia, spending would fall slightly when assuming lower
migration.

Assuming non-EU immigration to be 33% higher than the baseline yields a more or less
symmetric picture (see Graph 1.1.12, right). Malta (-1.3 pps of GDP) and Cyprus (-1.2 pps) would
benefit the most, followed by Spain and Greece (-1 pp) and Slovenia (-0.7 pps). For Lithuania and
Estonia higher immigration is estimated to slightly increase pension spending. This reflects valorisation
and indexation in these countries being linked to the development of social contributions, which, in the
case of higher immigration, means higher average pension benefits.
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Graph I.1.12: Lower/higher migration (left/right): change in public pension spending 2022-2070 (pps of GDP
deviation from the baseline)
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Source: European Commission, EPC.

Fertility

Setting fertility rates 20% lower during the entire projection period would drive up pension
spending in all countries. This scenario implies not only a lower population growth, but also a more
pronounced ageing process. While the baseline assumes an upward convergence in fertility rates, they
would nevertheless stay below the natural replacement rate of 2.1 in all countries by 2070. A more
conservative assumption would result in higher dependency ratios, i.e. the older population
representing a higher share of the working-age population. Higher employment rates would not offset
the drop in employment levels. Lower fertility would push up pension expenditure by 0.8 pps of GDP on
average. As shown in Graph 1.1.13, the impact of lower birth rates would be the biggest in Belgium
(+1.3 pps of GDP on top of baseline), France (+1.2 pps), Slovenia, Spain and Luxembourg (+1.1 pp), and
Finland, Slovakia, Hungary and Norway (+1 pp). The impact is limited for Estonia, Latvia and Lithuania
due to the already mentioned specific valorisation and indexation mechanisms that incorporate
changes in the labour force.

Graph 1.1.13: Lower fertility: change in public pension Graph 1.1.14: Higher employment of older workers:
spending 2022-2070 (pps of GDP change in public pension spending 2022-
deviation from the baseline) 70 (pps of GDP deviation from baseline)

1.4 0.4

-0.8

12 0.2
0.0
1.0
-0.2
0.8 04
0.6 -0.6
0.4
0.2
0.0
m 2

Source: European Commission, EPC. Source: European Commission, EPC.
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1.8.2. Sensitivity tests on macroeconomic variables

Employment

If the employment rate of workers aged 55 to 74 years were to rise by 10 pps on top of the
baseline assumption, this would lower pension expenditure by 0.3 pps of GDP on average in
the EU. (*®) The effect of such assumption is estimated to be fairly similar across countries, though
with some outliers in both directions. Two opposite dynamics would take place. On the one hand,
increased employment among workers aged 55-74 leads to higher GDP growth and fewer pensioners
with on average a shorter pension spell. These factors reduce public pension expenditure. On the other
hand, a longer career enables employees to accrue more pension rights, especially in countries that
apply a bonus system beyond a certain age or career length. This leads to higher public pension
expenditure.

As shown in Graph 1.1.14, the expenditure-reducing factors dominate in most countries. Spain
(-1.2 pps of GDP), Belgium (-1.1 pps) and Croatia and Slovenia (-0.7 pps) have the most to gain from
higher employment among older workers. Those gains are often even more substantial in the medium
term. For instance, in 2040 the decrease relative to the baseline amounts to 1.7 pps of GDP for Spain
and 1 pp for Slovenia. If employment were effectively to be lifted among older workers, Italy would
expect pension expenditure to increase by 0.3 pps of GDP relative to the baseline by 2070. This reflects
how the accumulation of additional rights outweighs the expenditure-reducing factors, at least in the
long term; in 2030 and 2040 spending would be 1.2 pps and 0.7 pps lower, respectively.

Productivity

Under less favourable productivity developments than assumed in the baseline, pension
expenditure would increase. The sensitivity test assumes total factor productivity (TFP) growth to
converge to 0.6%, close to historical trends, as compared with 0.8% in the baseline. In that case,
average public pension expenditure would be 0.4 pps of GDP higher in the EU (see Graph I.1.15, left).
Belgium (+1.1 pps of GDP), Spain (+1 pp), Portugal and Luxembourg (+0.8 pps) and Denmark, France
and Greece (+0.7 pps) would be the most affected by weaker productivity growth. In contrast, the
impact would be negligible for the Netherlands, Germany, Sweden and Ireland. These countries have in
common that valorisation and indexation are both based on wage growth. Since the latter is
determined by productivity growth, a change in productivity has a similar impact on nominator (pension
expenditure) and denominator (GDP).

Conversely, higher productivity growth would reduce pension expenditure (see Graph I1.1.15,
right). In this case, TFP growth is assumed to converge to 1% in the long term, for instance because of
a better-than-anticipated dispersion of new technology or a higher level of average educational
attainment. The aggregate effect on pension spending from a permanent increase in TFP growth for
the EU is estimated at -0.2 pps of GDP, with a maximum of around 0.6 pps in Belgium, Spain and
Luxembourg.

(*®) By drawing on people that are assumed to be inactive under the baseline.
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Graph I.1.15: Lower/higher TFP growth (left/right): change in public pension spending 2022-2070 (pps of GDP

deviation from the baseline)
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1.8.3. Policy-change scenarios

Linking the retirement age to increases in life expectancy

Graph I.1.16: Linking retirement age to life
expectancy: change in public pension
spending 2022-2070 (pps of GDP
deviation from the baseline)
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Source: European Commission, EPC.

The introduction of an automatic link between
legal retirement ages and life expectancy
would have a substantial downward impact on
pension expenditure in many countries (see
Graph 1.1.16). (*°) As careers would rise in line with
longevity, the decline in the number of pensioners
results in a lower coverage ratio so that pension
expenditure falls in comparison to the baseline. In
addition, higher employment lifts economic growth.
At the same time, longer careers lead to a higher
benefit ratio as more rights accrue. Overall, pension
expenditure ratios are estimated to go down in all
countries for which this policy-change scenario was
conducted, i.e. countries that do not apply a full link
between retirement ages and life expectancy. (*°)

Impacts would be particularly strong in
countries without other automatic adjustment
mechanisms. The strongest impact would be for
Hungary (-2.3pps of GDP compared to the

baseline), Luxembourg (-2.2 pps) and Austria (-2 pps). For Slovenia, Belgium, Czechia, Croatia, Ireland,

Poland and France, the introduction of a link to

life expectancy is estimated to lower spending by

(%) The link results in an increase of the effective retirement age compared to the baseline. To account for the fact that the
baseline incorporates legislated changes in the retirement age, the link only starts once these discretionary increases have

been enacted.

(*°) Denmark, Estonia, Greece, Italy, Cyprus, Finland and Slovakia have a full link.
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between 1 and 2 pps of GDP. Countries with only mildly lower spending under this scenario often
already have other automatic adjustment mechanisms. This is for example the case in Sweden,
Portugal and the Netherlands, which all three currently have a partial link to life expectancy. Latvia and
Norway adjust benefits to remaining life expectancy at retirement.

Constant retirement age

Keeping the main eligibility requirements such as legal retirement ages unchanged at
current levels over the entire projection period would have a sizeable upward impact on
pension expenditure in most countries (see Graph 1.1.17). This scenario allows quantifying the
expected impact of already legislated but not yet applicable reforms (included in the baseline), which
risk not being enacted in full. The most affected countries would be Cyprus (+2.5 pps of GDP), Estonia
(+2.4 pps), Spain (+2.1 pps) and Denmark (+2 pps). The impact is also more than 1 pp of GDP for
Portugal, Slovakia, Czechia, Italy, Belgium, Austria and the Netherlands. The impact is small for
countries that, at current legislation, have an effective retirement age that is projected to increase
modestly. The high impact of the constant retirement age scenario underscores the risks of policy
reversals on future pension expenditure for countries that adopted far-reaching reforms.

Graph 1.1.17: Constant retirement age: change in Graph 1.1.18: Constant benefit ratio: change in public
public pension spending 2022-2070 (pps pension spending 2022-2070 (pps of GDP
of GDP deviation from the baseline) deviation from the baseline)
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Source: European Commission, EPC. Source: European Commission, EPC.

Constant benefit ratio

Allowing only a limited fall in pension adequacy would put large upward pressure on
pension spending in several countries. This illustrates the strong role of measures reducing the
generosity of the pension system in the baseline projection. The scenario is conducted for all countries
that, according to the baseline, would see a fall of the benefit ratio by more than 10% relative to the
base year level. (*) In these cases, it is assumed that the benefit ratio would remain constant at the
lower 90% mark for the remainder of the projection period. As shown in Graph 1.1.18, stemming the
projected decline in pension adequacy would imply significantly higher public expenditure in Poland
(+4.6 pps of GDP), Portugal (+4.3 pps), Latvia (+3.9 pps) and Greece (+3.5 pps). In Spain, Cyprus, France,
Luxembourg and Italy, stabilising pension adequacy close to current levels would lift pension
expenditure by 1.5-2.5 pps of GDP by 2070.

(*") The earnings-related public pension benefit ratio is used as a basis. For countries that report on private schemes (see Table
1.1.16), the total benefit ratio determines whether and when this scenario is activated.
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Table .1.21 provides an overview of the impact of the different tests and scenarios. In general, the
countries with the biggest pension expenditure increase in the baseline projections also tend to be the
most exposed to the unfavourable scenarios.

Table 1.1.21: Summary table: impact of sensitivity tests and policy scenarios: change in public pension spending
2022-2070 (pps of GDP deviation from the baseline)

. impact of unfavourable scenarios (pps of GDP) impact of favourable scenarios (pps of GDP)
(%GDP) higher life lower lower lower TFP constant constant higher higher empl. higher TFP link life
expectancy migration fertility growth ret. age BR migration 55-74 growth expectancy

w| 83 0.5 0.2 11 0.8 00 me 0.2 03 0.5 22
MT 4.4 0.5 0.8 0.6 0.5 0.2 0.4 Silnd -0.4 -0.3 -0.7
HU 4.3 0.7 1.0 1.0 0.6 0.2 (0,3 -0.4 -0.3 5286
SI 3.8 0.9 0.9 1.1 0.3 1.0 -0.7 -0.7 -0.2 -1.6
cv 3.6 01 [NEE o8 0.4 1.2 -0.3 0.1

ES 3.6 0.8 1.4 1.1 1.0 -1.0 -1.2 -0.6 -1.9
BE 3.5 0.8 0.5 1.3 1.1 1.1 -0.4 Siloil -0.6 -1.6
LT 3.2 0.2 0.3 0.2 0.5 0.2 0.2 0.1 -0.2 -0.2
sk| 28 0.2 0.1 1.0 04 IS 04 0.1 -0.2 0.2

IE 2.8 0.3 0.3 0.4 0.1 0.1 -0.2 -0.2 0.0 -1.2
NL 2.0 0.0 0.2 0.7 0.0 1.1 -0.2 0.0 0.0 -0.1
cz 1.7 0.7 0.4 0.6 0.3 1.2 -0.3 0.0 -0.2 -1.4
NO 1.7 0.3 0.5 1.0 0.2 0.2 -0.5 -0.5 -0.2 -0.6
FI 1.4 0.1 0.6 1.0 0.6 1.0 0.2 -0.5 -0.1 -0.4

DE 1.2 0.3 0.6 0.6 0.0 0.4 0.7 -0.6 -0.2 -0.1 -0.9
EA 0.6 0.4 0.6 0.8 0.4 0.9 1.2 -0.5 -0.3 -0.3 =)
EU 0.4 0.4 0.6 0.8 0.4 1.0 1.3 -0.5 -0.3 -0.2 -0.9
AT| 0.4 0.7 0.4 0.6 0.2 11 14 -0.4 -0.5 -0.1 -2.0
BG 0.1 0.6 0.5 0.9 0.3 0.3 1.3 -0.4 -0.4 -0.1 -0.9
SE -0.2 -0.2 0.5 0.7 0.0 0.9 -0.4 -0.2 0.0 -0.1
PL| -0.2 03 0.1 0.8 0.3 oo [EEIN -0.1 0.2 -0.2 -1.1
HR -0.2 0.7 0.2 0.8 0.2 d -0.2 -0.7 -0.3 =ilo8
EE -0.7 0.5 -0.2 0.1 0.2 0.2 0.1 -0.1

RO -0.9 0.6 0.2 0.6 0.4 0.3 -0.3 -0.2 -0.6
FR -0.9 0.6 0.7 1.2 0.7 -0.5 -0.5 -0.4 -1.0
DK -1.4 0.2 0.3 0.5 0.7 -0.3 -0.2 -0.4

Lv -1.7 0.1 0.0 0.2 0.1 0.0 0.0 -0.1 -0.2
PT -1.8 0.5 0.4 0.8 0.8 -0.4 -0.4 -0.4 -0.1
IT -1.9 -0.1 0.7 0.6 0.6 -0.6 0.3 -0.4

EL -2.5 0.0 1.2 0.7 0.7 -1.0 -0.1 -0.3

- The constant benefit ratio scenario is only conducted for those countries that under the baseline have a 10% decline in their
benefit ratio compared to the 2022 level.

- The link to life expectancy scenario is only conducted for countries that do not already have a full link legislated.

Source: European Commission, EPC.
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1.9. COMPARISON WITH THE 2021 AGEING REPORT

The projected change in public pension expenditure in 2022-2070 is 1 pp of GDP higher on
average than in the 2021 Ageing Report. In the EU, the projected change in expenditure over the
projection period is +0.4 pps of GDP versus -0.6 pps of GDP in the 2021 exercise (see Table 1.1.22).
While actual pension spending was 0.9 pps of GDP lower in 2022 than projected in the 2021 update,
the 2070 expenditure is about the same (0.1 pp higher), so that the overall change between 2022 and
2070 is one percentage point higher.

The updated projections entail an upward revision for a large majority of countries. The
distance from the 45-degree line in Graph 1.1.19 indicates the size of the revision. The change in
pension spending over the period 2022-2070 was revised downward for five countries: Germany and
Norway (-0.5 pps of GDP) Bulgaria (-0.6 pps), Slovenia and Slovakia (both -1.9 pps), with no change for
Latvia. Among the remaining 22 countries, the upward revision exceeds 1 pp of GDP in Croatia
(+1.1 pps), Belgium (+1.3 pps), Estonia (+1.6 pps), Portugal (+1.7 pps), France (+1.8 pps), Cyprus
(+2.5 pps), Lithuania (+3.5 pps) and Spain (+6.6 pps).

Graph I.1.19: Change in public pension expenditure in 2022-2070: latest projections vs 2021 Ageing Report (pps of
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Source: European Commission, EPC.

In nearly all countries, actual pension expenditure in 2022 turned out to be lower than
projected in the 2021 Ageing Report. In general, this can be attributed to two factors. First, a
milder economic impact of COVID-19 than anticipated in spring 2020, when the macroeconomic
assumptions for the 2021 Ageing Report were finalised: in 2021, nominal GDP was 4% higher in the
EU than projected in spring 2020. Then, in 2022, high inflation resulted in a substantial increase in
nominal GDP, which was 9% higher in the EU than projected in the 2021 Ageing Report, while the
indexation of pension benefits generally occurs with a lag, thus lowering the pension expenditure-to-
GDP ratio. For most countries, the base year difference was smaller than 1 pp of GDP. It was larger for
Malta (-1.2 pps of GDP), Ireland and Lithuania (-1.3 pps), Poland (-1.4 pps), Cyprus (-1.5 pps), Croatia (-
1.7 pps) and Romania (-5.2 pps). In Romania, a planned increase in the pension point value by 30% in
2021 did not take place. Only in Bulgaria, pension spending was higher in 2022 than projected in the
2021 Ageing Report.
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Table1.1.22:  Comparison of public pension expenditure in 2022 and 2070: 2021 vs 2024 Ageing Report (%/pps of GDP)
2021 AR 2024 AR| A 2022 2021 AR 2024 AR| A 2070 2021 AR 2024 AR |A 2022-70

BE 12.9 12.7 -0.2 15.2 16.2 1.1 2.3 3.5 1.3 BE
BG 8.9 95 0.5 9.7 9.6 -0.1 0.7 0.1 -0.6 BG
cz 9.3 8.7 -0.6 10.9 10.4 -0.5 1.6 1.7 0.1 Ccz
DK 9.0 8.3 -0.7 7.3 6.8 -0.4 -1.7 -1.4 0.3 DK
DE 10.8 10.2 -0.6 12.4 11.4 -1.1 1.7 1.2 -0.5 DE
EE 7.7 7.4 -0.3 5.4 6.7 1.3 -2.3 -0.7 1.6 EE
IE 5.1 3.8 -1.3 7.6 6.6 -1.0 2.5 2.8 0.3 IE
EL 15.5 14.5 -1.0 i e 12.0 0.1 -3.6 -2.5 1.0 EL
ES 13.2 13.1 -0.1 10.3 16.7 6.4 -2.9 3.6 6.6 ES
FR 15.3 14.4 -0.8 12.6 13.6 1.0 =27/ -0.9 1.8 FR
HR 10.7 9.0 -1.7 9.5 8.8 -0.7 -1.3 -0.2 1.1 HR
IT 16.3 15.6 -0.8 13.6 13.7 0.1 -2.8 -1.9 0.9 IT
CcY 9.7 8.2 -1.5 10.9 11.8 1.0 1.1 3.6 2.5 (94
Lv 7.6 7.2 -0.5 5.9 5.4 -0.5 -1.7 -1.7 0.0 Lv
LT 7.8 6.4 -1.3 7.5 9.7 2.1 -0.2 3.2 3.5 LT
LU 10.0 9.2 -0.8 18.0 173 -0.5 8.0 8.3 0.3 LU
HU 8.6 7.7 -0.9 12.4 12.0 -0.3 3.7 4.3 0.5 HU
MT 7.3 6.2 -1.2 10.9 10.5 -0.4 3.5 4.4 0.8 MT
NL 7.3 6.5 -0.8 9.1 8.5 -0.6 1.8 2.0 0.2 NL
AT 14.3 13.7 -0.6 14.3 14.0 -0.3 0.0 0.4 0.3 AT
PL 11.7 10.2 -1.4 10.5 10.1 -0.4 -1.2 -0.2 1.0 PL
PT 13.1 12.2 -0.8 9.5 10.4 0.9 -3.5 -1.8 1.7 PT
RO 13.7 8.5 -5.2 11.9 7.6 -4.3 -1.8 -0.9 1.0 RO
SI 10.2 9.8 -0.4 16.0 13.7 -2.3 5.8 3.8 =il () SI
SK 9.5 8.5 -1.0 14.2 11.3 -2.9 4.7 2.8 -1.9 SK
FI 13.6 12.8 -0.9 14.4 14.1 -0.3 0.7 1.4 0.6 FI
SE 8.1 7.4 -0.8 7.5 7.2 -0.3 -0.6 -0.2 0.5 SE
NO 11.4 10.8 -0.6 13.6 12.5 -1.1 2.1 1.7 -0.5 NO
EA 12.7 11.9 -0.8 12.1 12.5 0.4 -0.5 0.6 1.2 EA
EU 12.3 11.4 -0.9 11.7 11.8 0.1 -0.6 0.4 1.0 EU

Source: European Commission, EPC.

Tablel.1.23:  Breakdown of the revision in the 2022-2070 expenditure change (pps of GDP)

revision attributed to
2022-2070 Dependency Coverage Benefit ratio Labour market Residual
(1+2+3+4+5) ratio (1) ratio (2) (3) effect (4) (5)

BE 1.3 -0.4 0.2 2.3 -0.4 -0.3 BE
BG -0.6 0.5 -0.4 0.0 0.1 -0.7 BG
cz 0.1 -1.0 0.5 0.4 0.3 -0.1 cz
DK 0.3 0.1 0.4 0.6 0.0 -0.7 DK
DE -0.5 -0.4 0.7 -0.4 0.0 -0.4 DE
EE 1.6 0.0 -0.1 2.4 0.3 -1.0 EE
IE 0.3 0.0 0.5 -0.7 -0.1 0.5 IE
EL 1.0 -0.2 0.7 -0.8 1.6 -0.3 EL
ES 6.6 1.5 -0.3 5.3 0.7 -0.7 ES
FR 1.8 -0.7 -0.3 3.5 0.2 -0.8 FR
HR 1.1 -1.9 0.9 2.6 0.0 -0.6 HR
IT 0.9 -1.0 0.5 2.0 0.3 -0.9 IT
CcY 2.5 1.0 -1.1 2.6 0.3 -0.3 cY
LV 0.0 -0.6 0.4 0.4 0.1 -0.4 LV
LT 3.5 1.3 -0.7 2.8 0.5 -0.4 LT
LU 0.3 -1.1 -0.6 2.0 0.2 -0.1 LU
HU 0.5 -1.2 0.7 0.5 0.7 -0.2 HU
MT 0.8 -0.3 -0.1 1.1 0.4 -0.3 MT
NL 0.2 -0.4 -0.1 1.0 -0.2 -0.2 NL
AT 0.3 -0.4 -1.1 1.9 0.0 -0.1 AT
PL 1.0 -1.6 0.7 1.6 0.4 -0.1 PL
PT 1.7 -1.2 0.5 2.4 0.5 -0.4 PT
RO 1.0 -3.6 -0.8 0.8 0.4 4.1 RO
SI =118 -1.3 -0.1 -0.1 0.3 -0.7 SI
SK -1.9 -1.9 0.0 0.6 -0.7 0.2 SK
FI 0.6 -0.7 0.2 1.3 0.4 -0.5 FI
SE 0.5 -0.1 -1.2 2.0 -0.1 -0.2 SE
NO -0.5 -0.4 0.0 0.3 -0.1 -0.3 NO
EA 1.2 -0.6 0.1 1.9 0.2 -0.5 EA
EU 1.0 -0.2 0.0 1.4 0.2 -0.4 EU

Source: European Commission, EPC.
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Upward revisions are generally driven by the benefit ratio effect. Table 1.1.23 allocates the
difference in the projected expenditure change in 2022-2070 between the two most recent Ageing
Reports over the dependency ratio effect, the coverage ratio effect, the benefit ratio effect and the
labour market effect. (*2) In particular:

The change in the old-age dependency ratio effect is downward for most countries (see Graph
1.1.20), reflecting overall more favourable demographic projections. The largest downward revisions
in the dependency ratio effect in 2022-2070 as compared to the 2021 projections are for Romania
(-3.6 pps), Croatia and Slovakia (-1.9 pps) and Poland (-1.6 pps). In few countries, there are upward
revisions, with the biggest increases as compared to the 2021 projections for Spain (+1.5 pps of
GDP), Lithuania (+1.5 pps) and Cyprus (+1.3 pps).

The coverage ratio effect is relatively small. It contributes less than 1 pp of GDP to the overall
revision, with the exceptions of Cyprus and Austria (-1.1 pps) and Sweden (-1.2 pps)

For nearly all countries the benefit ratio effect is larger than in the 2021 projections and generally
dominates the other components (see Graph 1.1.21). It reflects new pension measures and changes
in the macroeconomic assumptions. The impact is at least 2 pps of GDP for eleven countries: Spain
(+5.3 pps of GDP, reflecting the abolition of the sustainability factor and the return to full price
indexation), France (+3.5 pps), Lithuania (+2.8 pps), Croatia and Cyprus (+2.6 pps), Estonia and
Portugal (+2.4 pps), Belgium (+2.3 pps), and Italy, Sweden and Luxembourg (+2 pps). A lower
benefit ratio reduced pension expenditure in 4 countries, with the biggest impact in Greece (-
0.8 pps) and Ireland (-0.7 pps).

With some exceptions, the labour market effect is not a major driver of the revisions in pension
spending. The upward revision for Greece (+1.6 pps) and for Spain and Hungary (+0.7 pps) reflects
the updated labour market assumptions for these countries, as is the case for Slovakia, where
0.7 pps of the overall downward revision of 1.9 pps of GDP in 2022-2070 can be attributed to more
favourable labour market assumptions, including the impact of the introduction of a link to life
expectancy.

Graph I.1.20: Revision in the dependency ratio effect vs revision in public pension spending 2022-2070 (pps of GDP)
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Source: European Commission, EPC.

(*2) The residual shows the difference between the changes in the expenditure that cannot be attributed to any of the four

drivers. The value for Romania (+4.1 pps) stands out and is due to the big differences in the base year (see Table 1.1.23).
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Graph I.1.21: Revision in the benefit ratio effect vs revision in public pension spending 2022-2070 (pps of GDP)
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Source: European Commission, EPC.

An alternative breakdown allocates the revision compared to the 2021 Ageing to changes in
the underlying assumptions, better modelling or broader coverage, the interpretation of the
constant policy assumption and reforms adopted since the previous update (see Table I.1.24).
This breakdown shows that changes in the underlying demographic and macroeconomic assumptions
are the main drivers behind revisions as compared to the 2021 exercise. For most countries, the new
set of assumptions resulted in an upward revision of the change in pension expenditure between 2022
and 2070. The expenditure-increasing impact is the biggest for Lithuania (+3.2 pps of GDP), Cyprus and
France (+2 pps), Portugal (+1.8 pps), Bulgaria (+1.6 pps), Spain (+1.4 pps), Finland (+1.3 pps), and
Poland and Greece (+1.2 pps). The updated assumptions lowered the projected change in 2022-2070
by 1.4 pps and by 1.3 pps in Luxembourg and Romania, respectively.

Pension reforms adopted since the finalisation of the 2021 Ageing Report are a second
main source of revisions. While absent or small in most countries, in several countries policy
measures help explain the revisions compare to the previous update. The main example is Spain, where
it increases pension expenditure by 4.6 pps of GDP over the projection period given the abolition of the
sustainability factor and the return to full price indexation, partly offset by other measures. (*3) In
Romania, policy measures lift pension expenditure by 2.2 pps of GDP: abandoning the planned increase
in the pension point value in 2021 lowered pension expenditure by 3.7 pps of GDP in 2022 compared
to the previous projections but this effect fades to 1.5 pps of GDP in 2070. Other countries where
government measures increased pension expenditure include Lithuania (+0.6 pps), Belgium
(+0.5 pps) (*¥), and Croatia and Cyprus (+0.4 pps). (**) In contrast, pension reforms lowered the
projected change in pension expenditure substantially in Bulgaria (-2.3 pps) and Slovakia (-1.5 pps). For
Bulgaria this results from high pension indexation at the start of the projections, the effect of which
dwindles in the long term. For Slovakia, the reduction comes from the decisions to relink the legal
retirement age to gains in life expectancy and to lower the growth rate of the point value.

Changes in the modelling, the coverage of the projections or the interpretation of the
constant policy assumption only matter for a limited number of countries. For Luxembourg,
changes in the way disability, survivor and old-age pensioners are estimated increase pension
expenditure by 1.7 pps of GDP by 2070. Spain introduced a series of methodological improvements

(**) See Box 3.6 in the Spanish pension fiche for a detailed overview.

(**) The projections for Belgium do not include the measures adopted by Parliament on 4 April 2024.

(**) For Poland, policy measures increased pension expenditure by +0.4 pps of GDP in 2022 compared to the previous
projections. Since this impact remains constant until 2070, the contribution to the revision in 2022-2070 is zero, though.
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concerning the projection of average new old-age benefits, special pensions and the share of new
maximum pension benefits, which together increase pension expenditure by 0.5 pps in 2070, with a
higher impact in the medium term. Portugal changed the way new pensions from public entities and
non-contributory pensions are estimated, resulting in 0.4 pps of GDP higher spending in 2070. In the
Finnish projections, a more accurate assessment of the incidence of disability based on updated
statistical data results in lower take-up rates of disability pensions than previously assumed. As a
result, pension expenditure would be 0.6 pps of GDP lower in 2070. A change in the interpretation of
the constant policy assumption reduced pension expenditure by 1.2 pps of GDP by 2070 for Slovenia,
considering that future generations will have considerably lower contributory periods on the basis of
current data for younger cohorts. For Estonia, changes in the expected way the first and mandatory
second pillar interact result in 0.5 pps of GDP higher expenditure by 2070. Revisions are discussed in
detail in Section 3.6 of the country fiches accompanying this report.

Table 1.1.24: Alternative breakdown of the revision in the 2022-2070 expenditure change (pps of GDP)

due to changes in

revision

2022-2070 assumptions coverage or cons!:ant policy
modelling policy measures
BE 1.3 0.8 0.0 0.0 0.5 BE
BG -0.6 1.6 0.0 0.0 -2.3 BG
cz 0.1 0.5 0.0 0.0 -0.4 cz
DK 0.3 0.2 0.0 0.0 0.1 DK
DE -0.5 -0.4 0.0 0.0 0.0 DE
EE 1.6 0.8 0.0 0.5 0.3 EE
1IE 0.3 -0.1 0.3 0.0 0.0 IE
EL 1.0 1.2 0.0 0.0 -0.2 EL
ES 6.6 1.4 0.5 0.0 4.6 ES
FR 1.8 2.0 -0.3 0.2 -0.2 FR
HR 1.1 0.7 -0.1 0.0 0.4 HR
IT 0.9 0.9 0.0 0.0 0.0 T
cY 2.5 2.0 0.0 0.0 0.4 CcY
LV 0.0 0.1 -0.2 0.0 0.1 Lv
LT 3.5 3.2 -0.3 0.0 0.6 LT
LU 0.3 -1.4 1.7 0.0 0.0 LU
HU 0.5 0.8 0.0 0.0 -0.3 HU
MT 0.8 0.7 0.0 0.0 0.0 MT
NL 0.2 0.2 0.0 0.0 0.0 NL
AT 0.3 : : B : AT
PL 1.0 1.2 -0.2 0.0 0.0 PL
PT 1.7 1.8 0.4 0.0 -0.5 PT
RO 1.0 -1.3 0.0 0.0 2.2 RO
SI -1.9 -0.7 -0.1 -1.2 0.0 SI
SK -1.9 -0.7 0.4 0.0 -1.5 SK
FI 0.6 1.3 -0.6 0.0 -0.1 I
SE 0.5 0.8 0.0 0.0 -0.3 SE
NO -0.5 -0.6 0.1 0.0 0.0 NO

- AT: no breakdown reported.

- |E: breakdown only concerns Public Social Security Schemes.

- NL: the effect of improved modelling is comprised under the change in assumptions.
Source: European Commission, EPC.
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Box I.1.2: Special pensions: overview of retirement conditions in the EU Member States for a
number of frequent professions

The 2018 and 2021 Ageing Reports discussed the weight of special pensions in overall pension
expenditure. (1) Since the pension projections are exhaustive, covering all public pension schemes, special
schemes are included in the overall projections. There are some exceptions, which concern small schemes. (%)
Member States’ country fiches provide more information on the precise type and conditions.

‘Special pensions schemes’ deviate from the standard regime in terms of eligibility, benefit calculation
or higher state funding. They are granted based on a strenuous occupational activity (e.g. difficult working
conditions or security forces) or a special status (e.g. certain civil servants or special merits). Advantages
compared with the general scheme include one or more of the following factors: (i) a lower (early) retirement
age, (ii) contributory periods are counted more favourably, (iii) a higher effective accrual rate or equivalent,
(iv) a more favourable indexation rule or (v) higher state funding.

In the context of the 2024 Ageing Report, a mapping was conducted for the retirement conditions for a
number of occupations for which special pension schemes are common. Table 1 compares the earliest
retirement age under the general scheme with that for police officers, army officers, fire fighters and railway
crew.

o [8 Member States have a lower early retirement age for army officers compared to the general regime,
with retirement possible below the age of 50 for Spanish, Maltese and Romanian military staff and,
depending on the career length, for French, Croatian, Polish and Slovakian army officers. In addition to
the age requirement, generally a minium contributory period condition applies as well.

o 16 Member States deviate from the general regime for police officers, for which the earliest retirement
age is always at least as high as that for army officers. In Bulgaria, France, Latvia, Malta, Romania and,
for women, Slovenia, police officers can retire before reaching the age of 55. Depending on the career
length, this is also possible in Croatia and Poland.

o [n 14 Member States, fire fighters have the possibility to retire before the earliest retirement age under
the general regime. Conditions are often similar to those for army and police officers.

e 5 Member States allow train crew to retire before the standard early retirement age: Belgium, Denmark,
France, Croatia and Slovenia, at between 54 and 60 years.

(") See Box I1.1.2 in the 2018 Ageing Report and Box II.1.1 in the 2021 Ageing Report.
(® For example, Germany did not include the farmers’ scheme.

(Continued on the next page)
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Box (continued)

Table 1:  Earliest retirement age: general scheme and selected professions (2022)

general army police fire train
scheme* officers officers fighters crew
BE 63 56 59 ® = 55
BG 63.4 (60.8) 53.8 53.8 53.8 =
cz 60 (59.2) = = = =
DK 63.5 60 60 = 60
DE 63 62 @ 10 60 =
EE 59.3 50 55 career s =
condition
1IE 66 50 55 55 =
EL 62 60 ® 60 @ 60 @ =
ES 63 45 59 59 =
FR 62 career - 52 57 56
condition
career (s career (s career (s career (s
HR 60 (58) condition condition condition condition
IT 64 58 58 58 =
CcY 65 = = = n.a.
Lv 62.3 50 50 50 =
LT 59.3 (58.7) = = = =
LU 57 = = = =
HU 65 = = = =
MT 61 43 43 43 n.a.
NL 66.6 = = = =
AT 60 (55) = = = =
career (g career (g _ _
PL 60 (55) condition condition
PT 60 = @) = @) = @) =
RO 60 (58) 47 47 47 =
SI 60 52 57.5 (54.5) 55 54
W career (g career (g career (g _
SK 60.8 (60) condition condition condition
FI 64 56 = = =
SE 62 = = = =

- No data reported by Germany, figures based on www.buzer.de & www.feuerwehrverband.de.

- In Finland, the lowest eligible age depends on the birth year. Figures shown are for the age cohort that became
eligible for old-age pensions in 2022.

- Brackets: if different for men and women, figure for women shown in brackets.

-'="if same as general regime.

* Contributory period requirement often applies on top of minimum age requirement.

(1) or with 40 contributory years; (2) as of 55 for officers; (3) or at least 40 contributory years; (4) 27/17 years for military
officers/non-commissioned officers, otherwise, retirement is possible at 52y with 15 confributory years; (5) 15 years of
service; (6) 25 contributory years (15y if employed before 2013); (7) or SRA -6y; (8) converging from 15y (before 2013)
to 25y (as of 2032); (?) system of non-activity prior to retirement; (10) depends on Lander; (11) 25 contributory years.
Source: European Commission, EPC.
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2. HEALTH CARE

2.1. INTRODUCTION

The size and growing importance of public expenditure on health care, notably driven by
population ageing, innovations in health technology and the need to improve the resilience
of health care systems, impact the sustainability of public finances. Hence, health care
expenditure is an important topic in the policy debate on how to guarantee universal access to quality
health care including in times of crises, while ensuring long-term fiscal sustainability. In this context,
long-term budgetary projections are very helpful in that they allow policy makers considering different
possible public expenditure trajectories. They also reveal the role of the main underlying drivers
underpinning health care costs’ developments.

This chapter presents the projection results regarding public expenditure on health care
from 2022 to 2070 across the EU Member States. Projections were run using European
Commission (DG ECFIN) models based on the methodology and data agreed with the Member States
delegates in the EPC-AWG. The chapter starts by providing an overview of the determinants of health
care expenditure (Section 2.2). It then presents the methodology used to project public expenditure on
health care (Section 2.3) and the projection results under different scenarios (Section 2.4). Finally, the
baseline results are compared to the previous projection exercise (Section 2.5) before drawing the
concluding remarks (Section 2.6).

2.2. DETERMINANTS OF HEALTH CARE EXPENDITURE

Demand for health care provisions, generally associated with high potential benefits, is
considerable and health care spending has increased over time. In the EU, total expenditure on
health care (public and private, excluding long-term care (health)) represented 9.3% of GDP in
2021 (*%). A substantial part of this expenditure — 7.6% of GDP on average in the EU (*’) in 2021 - is
public spending, with large variation across Member States ranging from 4.1% of GDP in Luxembourg
to 9.2% of GDP in France. Overall, public expenditure on health care remained at a significant level
over time in most EU Member States and further increased since the COVID-19 pandemic (see Graph
1.2.1). Health care spending also represents a significant share of total government expenditure. Public
spending on health care in 2021 accounted on average for 14.9% of total government spending in the
EU, ranging from 9.6% in Luxembourg to 18.6% in Cyprus.

Public expenditure on health care is driven by a range of factors that affect both demand
and supply of health care goods and services. Key determinants of demand include population
size, structure and health status, individual and national income, as well as provisions regulating
access to health care goods and services. More recently, the potential effects of climate change on
health care demand are being more closely examined. Supply side determinants include the availability
and distance to health care services, technological progress and the framework regulating the
provision of those goods and services (institutional settings), as well as policies that aim to strengthen
the resilience of health systems. The next sections briefly describe the influence of these factors on
public spending on health care.

(*®) Long-term care (health) expenditure is part of the long-term care expenditure projections (see Chapter 3).
() The averages presented in this chapter are weighted according to GDP.
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2.2.1. Demographic structure of the population

Demand for health care goods and services depends on the number of people in need of
care. Demand depends not only on the size but also on the health status of the population, which is
linked to the age and gender structure of the population and notably with the share of elderly people in
the overall population. Indeed, older people often develop multi-morbidity conditions, which require
costly medical care.

Graph 1.2.1: Health care expenditure in the EU (excluding long-term care (health)) in 2014-2021 as % of GDP and
in billion euro
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Source: Commission calculations based on Eurostat data (SHA and COFOG).

The relationship between the age of individuals and their use of health care is well
displayed by the so-called ‘age-related expenditure profiles’ (as shown in Graph 1.2.2). The
graph plots average public per capita spending on health care excluding long-term care (health) (as %
of GDP per capita) against the age of individuals in the EU, EUl4 and New Member States
(NMS). (*®8) Spending generally increases with the age of a person, notably from the age of 50,
coinciding naturally with higher morbidity at an older age. The increase in public spending per capita as
% of GDP per capita for the elderly above the age of 70 is higher in the EU14 than in the NMS. The
demand for health care is also high at very young ages and during maternity years for women.
Consequently, population structure, and ageing in particular, is one of the key drivers of increasing
health care expenditure.

Population ageing may pose a risk for the sustainability of health care financing in two
ways. First, increased longevity, without an improvement in health status, leads to increased demand
for services over a longer period of the lifetime, increasing total lifetime health care expenditure and
overall health care spending. (*9) It is often argued that new medical technologies have been successful
in saving lives from a growing number of fatal diseases but have been less successful in keeping
people in good health. Second, in many EU Member States, public health care is largely financed by
social security contributions of the working population. Ageing leads to an increase in the old-age
dependency ratio, i.e. fewer contributors to the recipients of services. The old-age dependency ratio is
projected to increase from 36.1% in 2022 to 59.1% in 2070. (“°) Consequently, in the future, far fewer

(*®) The EU14 aggregate includes the profiles of Austria, Belgium, Denmark, Finland, France, Germany, Greece, Ireland, Italy,
Luxembourg, Netherlands, Portugal, Spain and Sweden. The NMS aggregate includes Bulgaria, Croatia, Czechia, Estonia,
Cyprus, Latvia, Lithuania, Hungary, Malta, Poland, Romania, Slovakia and Slovenia. Romania did not provide an age-cost
profile. It was imputed as the average cost profile of NMS.

(*°) Breyer et al. (2010).

(“) See Volume | of the 2024 Ageing Report.
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Graph 1.2.2: Age-related expenditure profiles of publicly financed health care provision in 2022 (spending per
capita as % of GDP per capita)
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- The graphs report the age-cost profiles at aggregate level (EU14, NMS and EU) for men and women.

- The EU14 aggregate includes the profiles of Austria, Belgium, Denmark, Finland, France, Germany, Greece, Ireland, Italy,
Luxembourg, Netherlands, Portugal, Spain and Sweden.

- The NMS aggregate includes Bulgaria, Croatia, Czechia, Estonia, Cyprus, Latvia, Lithuania, Hungary, Malta, Poland, Romania,
Slovakia and Slovenia.

- Romania did not provide an age-cost profile. It was imputed as the average cost profile of NMS.

Source: European Commission, EPC.

people will contribute to finance public health care, while a growing share of older people may require
additional health care goods and services.

Longer working lives accompanied by a healthier working population can mitigate the
impact of ageing. In addition, many researchers have shown that ageing has contributed much less
than widely thought to the observed growth in expenditure and in many Member States an actual
reduction in per capita spending at very old age (85+) can be observed. This is because alongside real
needs, social, economic and cultural considerations determine the allocation of resources to the sector
and use of resources across different age groups. Therefore, ageing should be analysed in conjunction
with other determinants of expenditure, such as health status, income, non-demographic factors, legal
and institutional settings, and resources, as explained next.

2.2.2. Health status

The impact of increasing longevity on health care expenditure critically depends on the
health status of people over the additional lifetime (i.e. whether extra years are spent in
good or bad health). As a result of falling mortality rates at all ages, including for older people, life
expectancy is increasing. However, in some cases mortality has decreased at the expense of increased
morbidity, meaning that more years are spent with chronic illnesses. If increasing longevity goes in line
with an increasing number of healthy life years, then ageing may not necessarily translate into rising
health care costs. Better health goes along with lower health care needs and may drive down health
services use and health expenditure. (*!) Therefore, it is crucial to understand if longevity is
accompanied by more or less good health.

Projecting the future evolution in the health status of the population is challenging due to
the difficulties associated with predicting the changes in morbidity and measuring ill-
health. While the evolution in mortality rates and life expectancy can be estimated on the basis of
administrative information (censuses, surveys, etc.), epidemiological data is subject to much higher

(*1) Rechel et al. (2009); and Cylus at al. (2019).
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uncertainty. Three different hypotheses have been put forward to predict a possible future interaction
between evolution in life expectancy and changes in the prevalence of disability and ill-health:

e The ‘expansion of morbidity’ hypothesis (Gruenberg, 1977; Verbrugge, 1984; Olshansky et al.,, 1991)
claims that the decline in mortality is largely due to a decreasing fatality rate of diseases, rather
than due to a reduction in their prevalence/incidence. Consequently, falling mortality is
accompanied by an increase in morbidity and disability.

e The ‘compression of morbidity’ hypothesis (Fries, 1980, 1989) suggests that disability and ill-health
is compressed towards the later period of life at a faster pace than mortality. Therefore, people are
expected to live not only longer, but also in better health.

e The ‘dynamic equilibrium’ hypothesis (Manton, 1982) suggests counterbalancing effects of two
phenomena: decreasing fatality rates of diseases leading to higher life expectancy on the one hand
and increasing prevalence of chronic diseases though with reduced severity and rate of progression,
on the other.

Recent empirical evidence has not come to a clear conclusion regarding these hypothe-
ses. (*?) International evidence is mixed (**) and, while health may continue to improve, some causes of
disability may at the same time become more prominent. For example, higher levels of some disabling
conditions (dementia, musculoskeletal diseases) go along with decreasing rates of prevalence of others
(cardiovascular and chronic respiratory diseases). Consequently, it remains very difficult to predict the
levels of morbidity and therefore potential demand for health services, even in the near future.

Moreover, it has been argued by other authors that better health throughout a lifetime can
induce savings overall, because proximity to death is a more important determinant of
health expenditure than ageing per se. Indeed, a large share of lifelong expenditure on health
occurs at the last year before death. Descriptive analysis shows that health care expenditure start
increasing ten to fifteen years prior to death. They are significantly higher three years before death
and further increasing with proximity to death. (**) However, per capita cost of health care for the
deceased are on average lower at very old ages than for the deceased in childhood, youth or working
ages. (*°) This is likely to be the case also for excess health costs by chronic diseases as well as excess
co-morbidity costs. (“6) As can be seen in Graph 1.2.2 the per capita cost of health care indeed
decreases at very old ages also in the average age-cost profiles that include costs for both deceased
and survivors.

The reduction in per capita spending at the very old age can be explained by three different
phenomena: (1) health care rationing for utilitarian (devoting limited resources to the treatment of
younger age cohorts) or professional reasons (less knowledge about the treatment of the elderly); (2)
voluntary restraining from receiving health care by older people who find the investment in health will
not pay back any more; (3) generation effect which reflects differences in perceived needs, mentality
and habits between older and younger generations. However, to achieve savings from living longer -
dying at an older age and being healthy for much of a lifetime - the per capita costs of health care at
very old ages have to be lower than in childhood, youth or working ages.

() Heger and Kolodziej (2016).
(**) Chatterji et al. (2015); Cutler et al. (2013); and Salomon et al. (2012).
(**) Carreras et al. (2017); Blakely et al. (2019); and Seshamani et al. (2004).
)
)

(**) Carreras et al. (2017).
(“®) Blakely et al. (2019).
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Box 1.2.1: Income elasticity of health care demand, a short literature survey

There is no consensus in the literature on a precise estimate of the income elasticity of health care
demand. Time series and cross-country evidence usually suggested income elasticities on health care
expenditure above or around one. Older, purely cross-sectional studies find higher income elasticities, such as
Newhouse (1977) with a point estimate of around 1.35 for 30 OECD countries or Leu (1986) for 19 OECD
countries with an estimate of 1.2. However, studies based on panel data find in general lower income
elasticities around or below one, e.g. Gerdtham (1991) and (1995), Mahieu (2000), Bac and Cornilleau (2002),
Azizi and Pereira (2005) or, more recently, Xu at al. (2011), Medeiros and Schwierz (2013), Vargas and
Shimoga (2017), Baltagi et al. (2017), Rana et al. (2020) and Casas et al. (2021). For an overview, see
Clements et al. (2012) and Baltagi et al. (2017).

The increase in health care spending is not determined by income alone but by other factors that happen
to be correlated with income. Therefore, a general critique is that the estimated elasticities are likely to be
biased when other relevant factors are not included in the model. Moreover, the estimates are probably affected
by misspecification and endogeneity problems: health — and therefore also health care spending — is likely to
affect economic growth. Acemoglu et al. (2013) attempt to overcome these problems and estimate the causal
effect of income on health care expenditure. They find an income elasticity of 0.72 with an upper value of
1.13. Finally, cross-sectional studies on individual income show small or even negative elasticities (Newhouse
et al., 1993). For an overview, see Getzen (2000) and Baltagi et al. (2017).

2.2.3. Individual and national income

Another important determinant of health care expenditure is income, although at individual
level, the presence of insurance reduces this link. A significant relationship between income and
health care spending is observable at both individual and national level. At the individual level,
spending on health care depends in particular on whether a health care intervention is covered by
public or private insurance and to what extent. If an individual is fully covered by health insurance,
health care demand is independent of individual income, i.e. the income elasticity on health care
spending is zero. However, if a health care intervention is not or only partially covered by insurance,
demand will depend on the individual income. All other things equal, increasing health insurance
coverage reduces the sensitivity of changes in demand due to changes in income.

At the national level, spending on health care tends to grow with the increase in countries’
GDP per capita, although this relationship is also influenced by policy choices. On the one
hand, spending must be covered by revenues at an aggregate level. This is why the correlation between
health care spending and income is stronger at the national than at the individual level (in the presence
of insurance). On the other hand, policy measures to control spending and political priorities to devote
less or more resources to different areas of public spending may reduce the link between public
expenditure on health care and national income. Therefore, while it is generally agreed that the growth
in per capita income brings about an increase in health spending, it is difficult to precisely pin down the
strength of this relationship, i.e. the value of the income elasticity of health services demand, as shown
in the empirical literature.

A number of empirical studies attempted to estimate the correlation between income and
health expenditure. Most of the earlier studies led to the conclusion that health care is an individual
necessity and a national luxury good. (*’) In other words, health spending is highly inelastic at an
individual level, but at the national level its elasticity with respect to income exceeds unity. However,

(*) A luxury good is defined as is a good for which demand increases more than what is proportional as income rises, so that
expenditures on the good become a greater proportion of overall spending.
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Box I.2.2: Excess cost growth in health care expenditure, a short literature survey

The impact of non-demographic drivers on health care expenditure, sometimes referred to as excess
cost growth (Smith et al., 2009), is used in the risk scenario in the 2024 Ageing Report. The literature on
excess cost growth estimates the excess of growth in per capita health expenditure over the growth in per
capita GDP after controlling for the effect of demographic change. Thus, whereas the income elasticity (see
Box 1.2.1.) should capture changes in health care expenditure due to changes in income only, excess cost
growth estimates may also capture effects due to other factors than income, for instance technological change,
health policies, institutional settings and Baumol’s cost disease.

The literature generally finds that health care expenditure grows 1-2% faster than GDP per capita. The
IMF (2010), for instance, estimate an excess cost growth of 1.2% for 27 advanced economies over the period
1980-2008, while Hagist and Kotlikoff (2009) estimate an excess cost growth of about 1.5% over 1970-2002
for ten OECD countries. See also Medeiros and Schwierz (2013) and OECD (2006). However, excess cost
growth rates vary considerably across countries. IMF (2010), for instance, finds excess cost growth rates in
Europe that vary between -0.9% (Czechia) and 2.4% (Luxembourg). On average, however, their findings are
consistent with the 1.5 elasticity estimate used in this report for the risk scenario.

Innovations in medical technology are generally believed to be the primary driver of health care
spending. Recent estimates suggest that medical technology explains 27-48% of health care spending growth
since 1960 (Smith et al., 2009). Willemé and Dumont (2015) estimated the contribution of medical technology
on past growth of health expenditure for 18 OECD countries over 1980-2009 to be 37% on average, ranging
from 19% in Ireland to 56% in Italy. Earlier studies found that technology explained a somewhat larger
fraction of the increase, 50-75% (see Newhouse (1992); Cutler (1995); Okunade and Murthy (2002); and
Oliveira Martins and de la Maisonneuve (2005)).

the earlier empirical literature is subject to methodological problems and more recent estimates
attempt to overcome these problems by estimating the real causal effect of income on demand of
health services, better controlling for other factors (Box1.2.1). The general implication, however,
remains that as national income or wealth increases, expectations will rise and health spending will
rise too, regardless of changes in needs, especially in high-income countries.

2.2.4. Health technology

Health care expenditure has been growing much faster than what is suggested by changes
in demographic structure, morbidity and income (see above discussion on income elasticity).
Empirical research suggests that health technology has been a major driver of health-care expenditure.
Different authors attribute from 27% up to 75% of health expenditure growth in the industrialised
countries to technological change (Box 1.2.2).

Whether a particular technological development increases or decreases costs depends on
its impact on unit cost, its level of use and whether the treatment complements or replaces
the existing methods. If technological development leads to a more cost-efficient treatment of
previously treated medical conditions, the new technology is likely to replace the old one reducing the
unit cost of treatment. This effect is called the substitution effect. replacing less by more efficient
treatments. If this is also accompanied by no changes in the number of individuals treated, the overall
cost is reduced. However, if treatment with the new technology becomes more frequent, expenditure
may increase.

If medical innovations allow for treating conditions that were not treated previously, then
expenditures may rise. This is called the expansion or extension mechanism: extending health care
procedures to previously untreated medical conditions for scientific reasons (the methods of treatment
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were simply unknown) or economic reasons (previous methods of treatment were known, but not
affordable). In other words, the supply of new products matches with previously unmet demand. As
such, the health sector is similar to other expanding sectors of the economy, for example those
producing ICT-related products.

The currently prevalent view is that technological change is an important driver of health
care expenditure. This is despite the measurement problems of technological change on expenditures
and health restoring or life-saving effects. It is to be kept in mind that new inventions have been used
in areas judged necessary from the societal point of view such as in palliative care, where ethical
consideration are of considerable importance.

2.2.5. Legal and institutional setting

On top of the above factors, public expenditure on health care is strongly influenced by the
legal setting and institutional arrangements according to which health care is provided and
financed. These factors play an important role in delineating provision and use of health care services
and therefore health care costs. Institutional settings may or not limit the introduction, coverage and
use of services and new technology through the set of incentives patients and providers face. Legal
provisions, such as strict spending constraints defined by public authorities may curb the provision and
use of health care services.

A number of such variables have been tested in the literature for assessing their impact on
health expenditure. These include the role of general practitioners as an independent entity and
gatekeeper (“8), the type of remuneration of physicians (*°) or the type of system financing. (°°) Despite
such studies, it is not feasible to draw unequivocal conclusions or estimate even approximate
correlation coefficients between the qualitative features of the health care system organisation and
quantitative measures of public expenditure on health care.

2.2.6. Human and physical capital

The health care sector is highly labour-intensive, more so than many other sectors of
society. Health professionals are vital to the provision of health services and goods. As a result,
changes associated with the health workforce have an impact on provision and therefore expenditure.
For example, the ageing of the workforce could have an impact on expenditure through reducing staff
numbers and increasing wages. Similarly, the immense workload on the health workforce during the
COVID-19 pandemic has further exacerbated the already existing shortage of health personnel in many
Member States and has increased the upward pressure on wages in the health care sector. ()

In addition, human and physical capital resources devoted to the health care sector are
determined by policy decisions (e.g. quantitative limits and qualitative requirements on the access
to medical schools or professional certificates, decisions on the location of facilities, eHealth and
digitalisation, legal regulations on the density of health care staff per capita, etc.). A number of studies
have attempted to find statistical correlation between the size of medical staff and health
expenditure (°?), but the results are not conclusive. However, current and anticipated health care

(“®) For systematic literature reviews of general practitioners’ gatekeeping effects see Garrido et al. (2011) and Shripa et al.
(2019).

(*°) For a structured literature review of effects of provider payment systems on health expenditure growth see Feldhaus and
Mathauer (2018).

(°°) For a systematic literature review of effective health care cost-containment policies see Stadhouders et al. (2019).

(*}) WHO (2022).

(°?) For a literature overview on supplier-induced demand studies see Léonard et al. (2009) and Van Dijk et al. (2013).
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workforce shortages require additional training, recruitment and retention measures that can lead to a
further increase in public health care spending in the next decade. Additional upward pressure on public
health care spending can be expected from the investments in and the operation of additional physical
resources required to improve the resilience of health care systems as detailed in the next section.

2.2.7. Resilience of health care systems

In the aftermath of the COVID-19 pandemic, there is a broad political consensus that the
resilience of health care systems needs to be strengthened. Generally speaking, the resilience
of health care systems corresponds to their ability to withstand shocks, such as pandemics or other
public health emergencies. Furthermore, it captures the capability of health care systems to adapt,
absorb and recover from such shocks. (°®) The emphasis in this context is not only on concrete
preparedness plans for public health crises, but on improving the overall performance of health
systems. Among the main policy avenues identified to reach these objectives are the needs to increase
investments in health care and to employ sufficient medical personnel. Prioritising health promotion
and prevention also in view of ageing populations is key for more resilient health systems.
Furthermore, innovation and digitalisation for health care services delivery need to be implemented on
a permanent basis, while inefficient processes and treatments are to be further reduced. Finally,
efforts to step up supply of mental health services and ensure supply chain resilience for medical
goods are deemed to be essential too. (**) These policy areas represent the majority of the investments
funded by the EU Resilience and Recovery Facility that aim to strengthen the resilience of Member
States’ health care systems in the aftermath of the COVID-19 crisis.

2.2.8. Climate change

Public health care systems may equally be subject to pressures stemming from climate
change, notably via its interaction with population ageing (see Box 1.2.3). (**) While recognised
as major drivers of macroeconomic and social change, population ageing and climate change have
been tackled separately in economic analysis and policy discussions thus far. Yet, a clear empirical
interrelationship is recently emerging. (*®) In particular, an ageing population can be seen at the same
time as contributor to and casualty of climate change. (°)

Older people tend to be less aware and concerned about the long-term adverse effects of
climate change, (*®) and current carbon emissions are found to be overall positively
correlated with ageing. (*°) For instance, according to a recent study (°°), between 2005 and 2015,
the contribution of different age groups to the total greenhouse gas (GHG) footprint has changed
substantially. In particular, the group 60+ overtook the 30-44 one - with a rising footprint (mostly
from spending in carbon-intensive products) in all developed countries within the same time span. The
biggest rise has been found in Japan, followed by Eastern Europe, Western Europe, the United States
and Australia. In addition, given their relatively shorter planning horizon, current ageing societies may
tend to exhibit fewer incentives to bear the costs of climate mitigation and adaptation - since the
latter mostly vyield benefits in the very distant future. (5!) On the contrary, they may favour the
provision of public goods generating the highest utility for elderly voters, such as social security and

(**) OECD (2023).

(°**) OECD/European Union (2022).

Box 1.2.3 is based on a related DG ECFIN Discussion Paper (Gagliardi et al., 2024 - forthcoming).
Harper (2019).

Hagq et al. (2008).

Haq (2017).

Zheng et al. (2022); Menz and Welsch (2012).

(5°) Zheng et al. (2022).

(1) Menz and Welsch (2012).
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health care. (°?) Recent public perception in the EU seem to point to this direction. (5®) Therefore, if not
underpinned by more sustainable lifestyles and increased awareness on climate change issues,
continued and increased longevity may result in a higher carbon footprint and additional burden on the
planet. (54)

A changing climate poses a danger to public health of an ageing society. Warmer global
temperatures are expected to result in more frequent and intense extreme weather events over the
coming decades. (°°) These entail several adverse consequences for the world’s population. In
particular, immediate, direct, effects include death or injuries due to extreme weather events.
Additional, indirect, effects from climate change, notably related to the induced gradual transformation
of the environment, range from temperature-related illnesses, mental health effects, water stress, air
pollution and vector-borne diseases. In this context, compared to the rest of the population, older
people (due to pre-existing physiological and socio-economic factors) are found to be
disproportionately more at risk. (°®) Indeed, on average, people in old age tend to be “physically,
financially and/or emotionally less resilient to deal with the effects of a changing climate than the rest
of the population”. (°7)

Such adverse effects are likely to be increasingly relevant in the EU context. The expected
adverse effects of climate change on public health appear particularly relevant for Europe — where, by
the end of this century, around two-thirds of the population could be exposed to a weather-related
disaster each year — particularly (although not exclusively) in the form of stronger heatwaves. (°8) A
higher projected exposure and vulnerability of an ageing population in Europe to rising temperatures
and weather extremes (in absence of sufficient adaptation and mitigation measures) could cause
increased episodes of morbidity, relatively longer periods of life spent in bad health and increased
demand for health care services, especially among the elderly, who often suffer from multi-morbidity.
Climate-driven excess mortality, especially if preceded by unforeseen additional treatment or other
forms of extra health care supply, may be expected to lead to a similar outcome. (5°) In turn, this might
entail higher expected provisions for public health care services, potentially affecting the long-term
sustainability of public finances.

) Andor et al. (2018).

) Eurobarometer (2021).

) Estiri and Zangheni (2019); Yach (2015); Steffen et al. (2015).
) IPCC (2023).

(%) Haq (2017); Brunkard et al. (2008).

) Haq (2017), p.8.

) Forzieri et al. (2017).

) Mavrodaris et al. (2021).
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Box 1.2.3: Climate change and population ageing: A review

The global population is ageing. In the next three decades, due to lower birth rates and increased
longevity, the proportion of people aged 65 or over is projected to increase globally, from current
levels of 10% to nearly 12% in 2030 and 16% in 2050. Projections indicate that, by 2050, there will
be twice as many people aged 65 or older than children under 5 globally (UN, 2022). Advanced
economies, notably Europe, have thus far been particularly exposed to such ‘greying’ phenomenon
(European Commission, 2023), with predominant transitions of their population from intermediate
to old-age groups. Recent projections point to significant ageing trends also for both low- and
middle-income countries (WHO, 2022). (1)

At the same time, climate change is accelerating. There is nowadays unequivocal evidence that
carbon-intensive activities have been responsible for approximately 1.1°C of global warming since
1850-1900, increasing at a rate of 0.2°C per decade since the 1970s (IPCC, 2023). The impact has
further intensified over recent years. Global mean near-surface temperature between 2012 and 2021
was 1.11°C to 1.14°C warmer than the pre-industrial level, making it the warmest decade on record.
European land temperatures have increased even faster over the same period by 1.94°C to 1.99°C,
depending on the dataset used (EEA, 2022a — Graph 1).

Graph 1: Global and European temperatures (°C)
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Both temperature series represent the difference (in degree Celsius), compared to pre-industrial levels.
Source: European Environment Agency.

Climate change has increased the risks of physical hazards, which will continue to intensify
and interact with other risks, endangering both human and other natural systems (IPCC,
2022). This may either occur via a gradual (and, often, irreversible) global warming-driven
transformation of the environment (e.g. ecosystem collapse, global sea level rise, and melting ice
sheets — so called chronic physical risks), or via more intense and frequent extreme weather events
(e.g. storms, floods, droughts, heat waves — so called acute physical risks). Moreover, the intrinsic
uncertainty on the precise timing and pathways of climate change implies that risks of non-linearities
and tipping points may further increase the likelihood for catastrophic and additional irreversible
outcomes to occur (Lenton et al., 2019).

(") This Box is based on a related DG ECFIN Discussion Paper (Gagliardi et al., 2024 — forthcoming).

(Continued on the next page)
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Box (continued)

While recognised as major drivers of macroeconomic and social change, population ageing
and climate change have been tackled separately in policy discussions thus far. Yet, clear
empirical evidence is emerging about interlinkages of these two phenomena (Harper, 2019). In the
first place, an ageing population can be identified as contributor to climate change (Hagq et al., 2008).
Current carbon emissions are found to be overall positively correlated with ageing (Zheng et al.,
2022; Menz and Welsch, 2012). Indeed, older people tend to be generally less aware and concerned
by the effects of climate change (Eurobarometer, 2021). Hence, a progressively ageing electorate
may have lower incentives to support the required climate policy actions - since the latter mostly
yield benefits in the very distant future (Menz and Welsch, 2011). (?) Therefore, if not underpinned
by more sustainable lifestyles and increased awareness on climate change issues, continued and
increased longevity may be expected to result in a higher carbon footprint and additional burden on
our planet (Estiri and Zangheni, 2019; Yach, 2015; Steffen et al., 2015).

Moreover, an ageing population can be equally seen as casualty of climate change. Warmer
global temperatures are expected to result in more frequent and intense extreme weather events over
the coming decades (IPCC, 2023). These entail several adverse consequences for the world’s
population. Immediate, direct, effects include death or event-related injuries. Additional, indirect,
effects from climate change range from temperature-related illnesses, mental health effects, water
stress, air pollution and vector-borne diseases. Compared to the rest of the population, older adults
are disproportionately more vulnerable to climate change (Haq, 2017). On average, older people are
found to be at increased risk from adverse climate-related health outcomes and exposure to extreme
weather events. Their vulnerability might be further exacerbated by pre-existing physiological
conditions, as well as other social factors commonly associated with ageing (Harper, 2019; Haq and
Gutman, 2014). (%)

Climate-related health risks for an ageing population

In what follows, we briefly illustrate some instances of how climate change may (directly and
indirectly) affect health risks for older people.

(®» Such findings might equally underlie cohort effects. Lower concerns over climate change issues and GHG emissions
may not only be influenced by changes in the age structure (/ife cycle effects), but also by shifts in the year-of-birth
composition of the workforce (cohort effects) (Haq et al., 2008).

(®) Generally speaking, the adverse health-related consequences of climate change tend to be more pronounced among
vulnerable populations, including children and infants, people with pre-existing or chronic illnesses, and socially
isolated individuals. In this Box, we mainly focus on the potentially adverse impacts of climate change on older people
— since Europe’s ageing society makes them particularly vulnerable to such risks.

(Continued on the next page)
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Box (continued)

Extreme Heat

Extremely hot temperatures can be particularly dangerous for older people. Based on current
projections, climate change is expected to lead to progressively more intense and frequent heatwave
episodes and to generally higher temperature throughout the year — particularly in Europe (IPCC,
2023). Exposure to extreme heat can increase the risk of heat-related death and heat-related illnesses,
especially among older adults. Age represents the biggest contributor in determining an individual’s
ability to dissipate heat (EEA, 2022b; Park et al., 2020). Due to physiological changes that occur
with age, older people experience a progressively decreasing thermoregulatory ability. This may
lead to instances of severe heath-related illnesses, such as heat stroke — a situation in which the body
overheats because of extreme heat, particularly in combination with high humidity. Heat stroke can
result in permanent damage of brains and nerves, risk of organ damage, loss of consciousness and,
ultimately, death (IPCC, 2014).

Exposure to extreme heat can also be particularly harmful to older people with existing
medical and other chronic conditions (e.g. diabetes, cardiovascular diseases, and respiratory
disease) that increase sensitivity to heat (Gamble et al., 2013). Social isolation and limited income
have also been associated with heat-related illnesses among older people, affecting their possibility
to take protective actions on their own due to reduced adaptive capacity. In general, analyses of
hospital admissions, emergency room visits, or emergency medical services call point to hot days
being associated with increases in heat-related illnesses, especially for older people with heart and
lung conditions (Ebi et al., 2018).

Air pollution

Changes in temperature, precipitation, wind, humidity, or solar radiation associated with
climate change affect air quality, potentially worsening it. Exposure to air pollution is seen as
the most important environmental risk to human health (WHO, 2017). Under a changing climate,
higher average temperatures are expected to influence the concentration of ground-level ozone
(created when oxygen interacts with other pollutants — typically byproducts of fossil fuel
combustion). Higher ground-level ozone concentrations are projected during summer, with the
largest increase predicted for the warmest climate scenarios (Fortems-Cheiney et al., 2017). Ground-
level ozone typically affects human health by impairing respiratory and cardiovascular function
(IPCC, 2014). In particular, short-term exposure to ozone is associated with respiratory symptoms,
reduced lung function and airway inflammation, while long-term exposure is associated with
aggravated asthma and an increased incidence of strokes. Risks from air pollution are especially
high for elderly suffering from pre-existing medical conditions, such as chronic respiratory diseases,
and weaker immune systems (Haq and Gutman, 2014).

Such impacts may be further exacerbated by increasing conditions for wildfires, due to more
intense heatwaves and droughts (IPCC, 2021). The generated smoke may cause further air
pollution in the form of particulate matters release — which, especially in older adults, can increase
the likelihood of heart attacks, strokes, and lung diseases. Finally, more carbon dioxide
concentration in the atmosphere has been shown to contribute to greater pollen output. In this
context, warmer temperature has been lengthening the season during which allergenic pollen can
survive. This can increase the risks for allergies, asthma, and asthma hospitalization in older adults
(Gisler, 2021; Haq and Gutman, 2014; Andersen et al., 2012).

(Continued on the next page)
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Box (continued)

Interaction between climate change and urbanisation

By 2050, people aged 65 or over are expected to reach 1.6 billion worldwide. At the same time,
more than two-thirds of the world’s population will live in urban areas, up from just over half
today (UN, 2022). Among the urban population, older adults are expected to be exposed to higher
health risks from climate change than others, especially in the form of heat-stress events and excess
deaths during summer (Haq and Gutman, 2014). This is particularly due to the so-called urban heat
island (UHI) effect — that is, cities experiencing much higher temperatures, compared to surrounding
rural environments, due to higher absorption and re-radiation of heat and solar energy from urban
land surfaces. Additional sources of urban heat may stem from traffic, power plants, energy used to
warm/cool buildings (Huang and Lu, 2015). Risks for older people mainly stem from reduced
thermoregulation, compared to younger groups, and further exacerbated by pre-existing conditions
— such as cardiovascular or respiratory diseases; particularly if interacted with specific socio-
economic conditions (e.g. poor housing, limited means to invest in climate adaptation instruments
— Wanka et al., 2014). (*) The issue of UHI is expected to become even more serious, as heatwaves
become more frequent and intense in the coming decades (IPCC, 2023).

Floods

Climate change is increasing flood risks, particularly in Europe (IPCC, 2014). An intensified
water cycle brings more intense and frequent rainfall. Costal areas are expected to see continued sea
level rise, and further warming will amplify the melting of glaciers and ice sheets. In recent years,
the number of people exposed to floods has increased and is projected to do so even further in the
coming decades (IPCC, 2021). Flooding can affect both physical and mental health — particularly
for the elderly. Direct physical health effects include death (via drowning) or injuries. This may
significantly affect older people, due to their difficulty to be reached by flood warnings or respond
to them due to mobility restrictions (Fielding et al., 2007). The elderly — especially those with
chronic health conditions — may further be affected by indirect impacts of flood events, both during
and after flooding. The latter include health issues caused by disruption of health care infrastructure
or difficulty to access medical treatments; shortages of medical aid, electricity or safe water; and
problems with supply chains of food, electricity or sanitation (Paterson et al., 2018).

Infectious diseases

Higher temperatures and changes in precipitation driven by climate change can cause
proliferation and changes in the geographical/seasonal distribution of disease-carrying
vectors. Weather conditions, such as rainfall, flooding, humidity, and heat waves have well-
documented effects on infectious diseases (Polgreen and Polgreen, 2018). Cold-blooded insects
(ectotherms) must seek out warmer environments to regulate their body temperature. This is likely
to increase the spread of vector-borne diseases — infections transmitted by the bite of arthropods
such as mosquitoes or ticks (IPCC, 2014). In turn, this may result in the spread of a number of
diseases, including malaria, dengue fever, and Lyme disease. Similarly, climate events such as heavy
precipitation can contribute to significant outbreaks of food- and water-borne diseases; particularly

(*) A specific example pertains to air conditioning. The latter may not be necessarily available for low-income, energy-
poor households. At the same time, air conditioning is not to be seen as the ultimate solution to prevent heat-related
illnesses either. While representing an effective adaptation tool against heat stress, air conditioning also generates heat
outdoors — further increasing urban temperature and the heat island effect. In addition, if obtained via fossil fuel
combustion, its extensive use risks exacerbating global warming. This calls for alternative long-term solutions in
redesigning cities to adequately adapt to a warmer climate (e.g. urban greening).

(Continued on the next page)
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Box (continued)

via increased flood risks causing contamination by waterborne and foodborne pathogens via flood
waters affecting food crops and sewer run-off (Watts et al., 2021; Haq and Gutman, 2014). In both
cases, older people may be particularly vulnerable — due to their pre-existing medical conditions and
a higher likelihood of contracting illnesses from contaminated water due to changes in immune
systems that occur with ageing (Haq, 2017; Haq and Gutman, 2014).

Mental health effects

Climate change can impact mental health through several pathways. Extreme weather events
can cause Post-Traumatic Stress Disorder (PTSD), anxiety and depression. For instance, flooding
can have adverse psychological impacts on older people with some experiencing symptoms of
posttraumatic stress disorder (PTSD) such as post-flood anxiety and mood changes (Haq, 2022.
Extreme temperatures may affect mood, worsen behavioural disorders, increase suicide risk and
impact the well-being of those with mental health issues. In addition, distress associated with
ongoing or anticipated climate and environmental change can cause climate anxiety. Further impacts
relate to changing livelihoods and social cohesion of entire communities (European Climate and
Health Observatory, 2022; Paterson et al., 2018; IPCC, 2014). Such mental health effects may
interact with pre-existing health status and socio-economic characteristics - diminishing an
individual’s overall well-being. In this respect, some individuals, particularly the elderly with pre-
existing mental illnesses or those experiencing social isolation and economically disadvantaged
conditions, may be relatively more vulnerable (Ebi et al., 2018).

Policy implications

Unless supported by adequate mitigation and adaptation actions, rising population ageing
under a changing climate is therefore likely to lead to adverse public health outcomes. Climate
change has the potential to affect whether, and to what extent, older people can maintain well-being
in later life. On average, people in old age tend to be ‘physically, financially and/or emotionally less
resilient to deal with the effects of a changing climate than the rest of the population’ (Haq, 2017).
This will increasingly challenge the ability of public health systems to function effectively
(European Commission, 2023).

Higher exposure and vulnerability to climate change of an ageing population may engender
relatively longer periods of life spent in bad health — due to increased morbidity and disability
(Mavrodaris et al., 2021). This effect may be particularly relevant for Europe — where, by the end of
this century, around two-thirds of population could be exposed to a weather-related disaster each
year — particularly (but not exclusively) in the form of stronger heatwaves (Forzieri et al., 2017). In
turn, this might entail higher expected provisions for public healthcare services, potentially affecting
the long-term sustainability of public finances.

The need to better understand and address climate change threats to human health is also
increasingly reflected in EU policies. Aside from the objective of a climate-neutral EU by 2050 —
an economy with net-zero greenhouse gas emissions — the European Green Deal (EGD) also aims
‘to protect the health and well-being of citizens from environment-related risks and impacts’. (*) In
addition, Article 5 of the European Climate Law makes adaptation to climate change a legal
obligation for EU institutions and Member States. In particular, adaptation policies should integrate
‘adaptation to climate change in a consistent manner in all policy areas’, and focus ‘in particular,

() COM (2019) 640 final.

(Continued on the next page)
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Box (continued)

on the most vulnerable and impacted populations and sectors’. (°) The recently adopted ‘New EU
Strategy on Adaptation to Climate Change’ (7) is setting out the European Union to adapt to the
unavoidable impacts of climate change and become climate resilient by 2050. It also states the need
for a deeper understanding of the climate risks for health and greater capacity to counter them. Key
actions under this strategy are the update and expansion of Climate-ADAPT as source of knowledge
on climate impacts and adaptation, and the establishment of European Climate and Health
Observatory to better understand, anticipate and minimise the health threats caused by climate
change. (%)

(°) Regulation (EU) 2021/1119 of 30 June 2021 establishing the framework for achieving climate neutrality and amending
Regulations (EC) No 401/2009 and (EU) 2018/1999 (‘European Climate Law’).

() COM (2021) 82 final.

(®) For additional EU initiatives on the health effects of climate change, see EEA (2022b) and the European Climate and
Health Observatory website (https://climate-adapt.eea.ecuropa.eu/en/observatory).

2.3. SHORT OVERVIEW OF THE PROJECTION METHODOLOGY

2.3.1. Model

Health care projections are run based on a standard macro-simulation model, allowing to
capture the impact of some of the key determinants of public spending on health care
presented above. The projections are run over the period 2022-2070, starting from the baseline and
complemented by a range of alternative scenarios. These alternative scenarios are important given the
complexity of health care markets (°) and the uncertainty surrounding long-term developments. (%)
This analysis contributes to inform future policy decisions, including with a view to improving the fiscal
sustainability of health care systems.

The baseline and alternative scenarios are based on a ‘no-policy change’ assumption, i.e.
reflecting only already enacted legislation. Future health policy reforms and behavioural changes
by individuals are not taken into account. In the baseline and alternative scenarios, changes in the
demand for health care provision, due to changes in population structure, health status or changes in
income are assumed to be automatically met by changes in health care provision.

The model used to project future expenditure on health care is a standard macro-simulation
model, whereby the overall population is disaggregated into a number of groups having a
common set of features, such as age and sex. As the number of individuals in each group changes
over time, so do the aggregate values of the endogenous variables. The schematic methodology to
project health care expenditure is presented in Graph 1.2.3. The common elements of all projection
scenarios are the labour force and macroeconomic assumptions agreed by the Commission (DG ECFIN)
and the EPC-AWG and the 2023-based population projections provided by Eurostat. The age and

(7°) Health care markets may suffer from adverse selection (higher health risks have difficulty in obtaining affordable coverage),
moral hazard (insured people have an incentive to over consume health care services as they do not bear the full cost) and
asymmetric information (physicians have more information than patients, which could lead to supply-induced demand and
economic rents, depending on the type of remuneration of physicians: capitation, fee-for-service, pay-for-performance).
These market failures are the economic rationale for public sector involvement (financing and regulations) in health care
markets based on efficiency and equity considerations.

("Y) Uncertainty relates to three factors. First, public expenditure on health care is determined by an interrelated play of
numerous demand and supply-related factors, often not fully observed or quantifiable. Second, ad-hoc policy reforms may
change their relevance and impact upon future health care spending. Third, the long-term horizon of the projections
increases the uncertainty of the results.
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Graph1.2.3: Schematic presentation of the projection methodology
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Source: European Commission, EPC.

gender-specific per capita public expenditure (on health care) profiles are provided by Member States.
They are combined with the demographic projections provided by Eurostat in order to calculate
nominal spending on health care in the base year (2022). In a further step, the age-gender cost
profiles applied to the population structure are adjusted to add up to the total public expenditure on
health care (7?) in 2022. The adjustments, reflecting the effects of different factors on health care
spending, are applied by correspondingly changing one of three main inputs: (1) the age-related
expenditure profiles (capturing unit costs) for assumptions on the evolution of the population’'s health
status; (2) assumptions regarding the development of unit costs over time, as driven by the
macroeconomic variables; and (3) assumptions on the elasticity of demand and non-demographic
determinants.

The rest of this section describes the baseline and the alternative scenarios (see Table 1.2.1 for an
overview).

2.3.2. The baseline

The baseline (formerly named ‘AWG reference scenario’) mainly captures the impact of
population ageing and a moderate impact of non-demographic determinants. It is based on
the baseline population projections provided by Eurostat and assumes that: (1) half of the extra years
of life gained through higher life expectancy would be spent in good health and (2) the contribution of
non-demographic drivers would equal the effect of income elasticity of demand, which is modelled
through a cost sensitivity of 1.1 in 2022 converging to unity by 2070. This scenario is used by the AWG
to calculate the overall budgetary impact of ageing in the 2024 projection exercise and in the EU fiscal
surveillance analysis. The design of the baseline is unchanged compared with the 2021 Ageing Report.

The neutral assumption on the evolution of health status is a proxy for the evolution of
age-cost profiles with proximity to death rather than age per se. Empirical evidence suggests
that the volume and prices of medical treatments for deteriorating health and not just age per se
determine the shape of the age-cost profiles. (") Therefore, age-cost profiles that do not take into
account proximity to death are likely to overestimate the effect of population ageing on public health

(?) Public expenditure on health in this publication is defined as the ‘core’ health care categories (SHA categories HC.1 to HC.9),
excluding the long-term care (health) category (HC.3) but including capital investment in health (COFOG gross capital
formation for GFO7 excluding GFO705).

(") For an overview of empirical studies, see Raitano (2006) and Breyer and Lorenz (2021).
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spending. While death-related cost profiles by age were provided by a number of Member States for
the ‘death-related cost scenario’ in previous Ageing Reports, data coverage was insufficient for the
purposes of the Ageing Report. (7*) The difficulties to provide death-related cost profiles by age
encountered by a number of Member States explain the more pragmatic approach taken since the
2006 Ageing Report to approximate the projection results of death-related costs by using average
age/gender-specific per capita shifted by half the change in age-specific life expectancy in the
baseline. (7°)

Table 1.2.1:  Overview of 2024 Ageing Report scenarios for health care
Pure Sector-specific
Baseline Risk . demographic _co:npos.lte Labour |nt?n5|ty Healthy ag_emg N.o healthy .
scenario 7 1 indexation C io C io geing sc io
scenario )
scenario
I II II1 v \2 VI VII
Eurostat Eurostat Eurostat Eurostat Eurostat Eurostat Eurostat

Population 2023-based 2023-based 2023-based 2023-based 2023-based 2023-based 2023-based

projection population population population population population population population

projections projections projections projections projections projections projections

2022 profiles shift | 2022 profiles shift | 2022 profiles shift | 2022 profiles shift | 2022 profiles shift | 2022 Profiles shift '
Age-related in line with 2022 profiles held
N by half the change | by half the change| by half the change | by half the change | by half the change R

expenditure X e X T X PR, . PR, X PR changes in age- | constant over the

- in age-specific life | in age-specific life | in age-specific life | in age-specific life | in age-specific life I— s .
profiles expectanc expectanc expectanc expectanc expectanc SEEEE s proiscticalosyicd

p Y p Y P! Y P! Y P! Y expectancy
Unit cost . . . . GDP per hours . .
development GDP per capita GDP per capita GDP per capita GDP per capita e GDP per capita GDP per capita

Cost sensitivity of | Cost sensitivity of Cost sensitivity of | Cost sensitivity of | Cost sensitivity of

Elasticity of 1.1 in 2022, 1.5 in 2022, 1 Input-specific 1.1in 2022, 1.1in 2022, 1.1in 2022,
demand converging to 1 by |converging to 1 by indexation converging to 1 by | converging to 1 by|converging to 1 by

2070 2070 2070 2070 2070

Source: European Commission, EPC.

2.3.3. Alternative scenarios

Six alternative scenarios are performed around the baseline allowing to capture the impact
of changes in the main underlying drivers of health care spending. In particular, these concern
the health status of the population, the elasticity of demand for health care higher than one (but
always converging to 1 at the end of the projection period) and different patterns of unit cost
evolution, notably capturing the influence of macroeconomic factors. These six alternative scenarios
can be described as follows.

The ‘risk scenario’ (former ‘AWG risk scenario’) assumes a more dynamic spending growth in
the beginning of the projection period, compared with the baseline, in line with past trends
for the EU as a whole. In comparison to the baseline, the ‘risk scenario’ captures the full impact of
non-demographic cost drivers, i.e. technological changes (e.g. development of new treatments and new
diagnostic equipment) and institutional mechanisms (e.g. broadening of the health care services
basket, devolution to regions, etc.), which may stimulate expenditure growth in excess of what can be

(%) Only twelve Member States provided death-related cost profiles by age for the 2021 Ageing Report, while the death-related
cost profiles from earlier Ageing Reports were re-used for another five countries.
(”®) Madsen (2004), quoted in Raitano (2006).
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expected due to purely demographic factors. (") A proxy for the non-demographic costs with estimated
EU average elasticity of 1.5, based on Commission research (?7) and endorsed by the Ageing Working
Group, is used for 2022, which then converges linearly to 1 by the end of the projection period.

The ‘pure demographic scenario’ aims at estimating in isolation the effect of an ageing
population on future public health care expenditure. Differently from the baseline, this scenario
fully ignores non-demographic drivers, by assuming that ‘unit costs’ - i.e. the health care expenditure
per capita for each year of age - evolve only in line with real GDP per capita.

The ‘sector-specific composite indexation scenario’ captures the importance and evolution
of various components to health care provision. It is based on the relative importance and
different past trends of the three major health care expenditure items: hospital care, outpatient care
and pharmaceuticals and therapeutic appliances. Given the special character of the health care sector
(high level of government regulation, investment in new technologies, high labour intensity),
considering health care sector-specific rather than economy-wide determinants of unit costs is
particularly informative. In this scenario, the growth rate of each item is estimated separately, based
on past trends, thus creating a sort of composite indexation for ‘unit cost development’. It assumes
that future expenditure of the three major health system sub-sectors (hospitals, outpatient care and
medical goods) evolve in line with their specific trends in the past 10 years rather than with a
commonly applied income elasticity as in the baseline. Affected by the sector-specific indexation are
90% of public expenditure on average in the EU (ranging from 849% in Denmark to 96% in Greece and
Portugal). Furthermore, the elasticity indexation was capped at the lower and upper ends and the
country-specific values vary between 0.4 and 1.2 in the base year.

The ‘labour intensity scenario’ estimates the evolution in health care expenditure under the
assumption that unit costs are driven by changes in labour productivity, rather than growth
in the national income, as health care is a highly labour-intensive sector. This scenario is
similar to the baseline except that costs are assumed to evolve in line with the evolution of real GDP
per worker instead of real GDP per capita. As wages are projected to grow in line with productivity, this
scenario provides an insight into the effects of unit costs in the health care sector being driven mostly
by increases in wages and salaries.

The ‘healthy ageing scenario’ captures the potential impact of improvements in the health
status in line with projected declines in mortality rates and consequent increases in life
expectancy. It assumes that the number of years spent in bad health during a lifetime remains
constant over the whole projection period, i.e. all future gains in life expectancy are spent in good
health (and not only half of them as it is in the baseline). The morbidity rate and therefore the
age/gender-specific per capita cost profiles are fully aligned with the decline in the mortality rate. As
such, this scenario is in line with the morbidity compression hypothesis discussed above. In practical
terms, for each projection year and for relevant age/gender groups (78), this scenario progressively
shifts the age/gender-specific per capita cost profiles observed in the base year to older age groups.
This ‘outward’ shift is in direct proportion to the projected gains in age and gender specific life
expectancy as given by the population projections.

(7®) In practice, the effect of demographic changes - captured using econometric analysis - is subtracted from the total increase
in expenditure and the remaining part (i.e. the residual) is attributed to the impact of non-demographic determinants.

(”7) Medeiros and Schwierz (2013).

(78 The method is applied to those age/gender groups where expenditure per capita is growing. For the young and the oldest old,
the reference age/gender and therefore age/gender per capita public expenditure profile remains the same over the whole
projection period.
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The ‘no healthy ageing’ scenario estimates the impact of the expansion of morbidity
hypothesis on the health care public spending projections. It assumes that age/gender-specific
morbidity rates and the provision structure of health treatments do not change over time. This, in turn,
means that age/gender-specific per capita cost profiles can be considered as proxies for the morbidity
rates (’°) and remain constant in real terms over the whole projection period. An increase in life
expectancy, as projected in Eurostat baseline population projections and no changes in health status as
compared to today's health status mean that all the gains in life expectancy are implicitly assumed to
be spent in bad health. In other words, the number of years spent in good health remains constant,
which is a more pessimistic assumption than the one in the baseline, where half of the extra years of
life gained through higher life expectancy is assumed to be spent in good health.

Some changes to the design of these alternative scenarios were made in this edition of the
Ageing Report. In the 2021 Ageing Report and earlier editions, the alternative scenarios were not
performed to the baseline but by reference to the former ‘demographic scenario’ (8°) By contrast, in the
2024 Ageing Report, they were re-anchored to the baseline, resulting in a redefinition of some of the
alternative scenarios and a removal of three scenarios (the ‘high life expectancy’, the ‘income elasticity’
and the ‘non-demographic determinants’ scenarios). Furthermore, two additional alternative scenarios
used in the 2021 Ageing Report were discontinued, namely the ‘death-related cost scenario’ and the
‘EU27 cost convergence scenario’. The design of the ‘risk scenario’ (already performed around the
baseline in past editions) did not change.

2.3.4. COVID-19 and other country-specific policy measures

COVID-19 related measures

The emergence of the COVID-19 pandemic in early 2020 put unprecedented pressure on the
health systems in the EU. They had to be urgently reorganised in order to cope with an increased
demand for care, in particular in terms of hospital care, diagnostics and prevention. Preventive, curative
and rehabilitative care remained in higher than usual demand not only in 2021 but also in 2022.
Additionally, health systems faced increased demand for services that were postponed during the
COVID-19 pandemic. In order to improve the base year (2022) estimate, the AWG delegates agreed to
include temporary and recurrent public spending emerging among others from the COVID-19 pandemic
and the increased capital formation supported by EU Recovery and Resilience Fund grants and loans.
This decision required additional reporting from Member States.

A distinction is made between one-off (temporary) and permanent fiscal effects of health
care policy measures. One-off (temporary) public expenditure only affects the projection results of
the respective year(s), while policy measures with permanent fiscal effect also affect the projection
results of the subsequent years. One-off policy measures are typically capital investments or bonuses
paid to health personnel such as those paid during the COVID-19 crisis. Policy measures with
permanent fiscal effects are such as an increase/decrease of salaries in the health sector, change in
the reimbursement volumes or basket of health goods and services, operational costs of new hospitals
or other health care institutions.

(7°) Strictly speaking, age profiles of expenditure illustrate exclusively public health care spending per person of a given age
cohort. As such it is not a measure of health status or morbidity. However, given the lack of a reliable and comparable data
on the latter, one can plausibly assume that the shape of the profile follows the evolution of health status over the lifespan,
i.e. over time, we assume that the same segments of the curve (early childhood, old age and motherhood) follow the same
pattern.

(®%) In the ‘demographic scenario’ of previous Ageing Reports the base year age-cost profiles were held constant over the
projection period.
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As summarised in Table |.2.2, 18 countries reported additional public spending to improve
the base year estimate. In the absence of actual data on health care expenditure for year 2022 and
2023 at the time of producing the projection, the 2019 public health care spending as proportion of
GDP was used as a starting point for the base year estimate. Member States and Norway were then
asked to report on COVID-19 and other extraordinary spending such as additional investments and
permanent increase in salaries or health care services. The amounts provided on one-off measures
ranged from 1.1% (EE) to 33% (LV) of the initial 2022 estimate (based on the 2019 total public health
expenditure as percentage of GDP. Amounts reported on permanent measures affecting not only year
2022 but the overall projections were provided by 10 countries (BE, BG, CZ, EE, EL, FR, LV, PT, Sl and
SK). The permanent spending ranged from 0.02% (EL) to 22% (LV) of the initial country-specific
estimate.

Additionally, the base year estimate of several countries (SK, IT, CY and SI) was (further)
adjusted by:

¢ reducing the spending on hospital care and allocating the respective amount to LTC (health) for SK;
e using the 2022 actual public spending on health care for IT;

e using the 2021 actual public spending on health care for CY as a starting point to include the
increase in spending from implementing the reforms on universal coverage from previous years;

e including for S| the impact of the reform on integrating the existing voluntary health insurance
scheme into the compulsory health insurance.

Graph |.2.4: Baseline — difference in health care expenditure between 2023 projection and 2022 estimate
(pps of GDP)
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Source: European Commission, EPC.

Graph 1.2.4 shows the difference between public health care expenditure projected for 2023
and the base year estimate (2022). In the absence of additionally reported policy measures for the
base year, a (slight) increase in expenditure would be expected for all Member States in the
subsequent year. Instead, a drop in health care expenditure as % of GDP to a varying degree can be
observed for all countries reporting one-off measures in the base year. In some cases, this effect
overlaps with the effect of permanent or one-off measures reported in the base year and (or) in year
2023 (i.e. Austria and Slovakia). As illustrated in Graph 1.2.4, the effect of both types of reported
measures (one-off and permanent) in year 2022 is noticeable. It explains the drop of 0.2 pps of GDP
for the EU in 2023 in health care expenditure compared to the base year.
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Other health care policy measures

In the past years, many countries have undertaken policy reforms in health care. The fiscal
impact of some of those reforms is not always easy to estimate. However, twelve countries estimated
the potential budgetary effects on health care spending triggered by some of their legislated health
care (reform) measures. In all cases, the impact of reforms was modelled as a percentage change of
health care expenditure relative to the base year of projections, upon agreement with the respective
Member States. Where possible, the impact of these reforms on expenditure has been distinguished
between the different health system sub-sectors, namely: hospitals, outpatient care, pharmaceuticals
and therapeutic appliances, preventive care, governance and administration and capital formation. Italy
for example has legislated a constant nominal growth path for public health care expenditure until
2026. Wage adjustments have been legislated in Belgium, France, Latvia, Luxembourg, Portugal,
Slovenia and Slovakia. Telemedicine and ICT solutions were reinforced in France and Latvia. Nursing
personnel is being increased in Belgium and Slovakia. Reforms to improve the accessibility to health
care services (including prevention and mental health care) were legislated in Bulgaria, Czechia, Latvia,
Luxembourg, Slovenia and Slovakia (Table I.2.2).

Table 1.2.2:  Health care policy measures with a direct budget impact used in the projections

18 countries 12 countries

Pandemi es and capital investments
One-off (timeline) Permanent
impact impact

Country

Legi ed policy es (timeline)

Increase in salaries of health care personnel, improvement
Belgium X COVID-19 measures (2022). X of working conditions, increase in nursing personnel in
hospitals (2022).

Improving access to health care prevention, hospital care
and medicines (2022-2030).

COVID-19 and RRP measures; pandemic resilience Pandemic surveillance (2022). Prevention and psychiatric
and health workforce training (2022-2029). care (2023-2032).

Bulgaria X COVID-19 measures (2022). X

x

Czechia

Denmark X COVID-19 measures (2022).
Germany X COVID-19 measures (2022).
Estonia X COVID-19 measures (2022). X Personal protective equipment in hospitals (2022).
Ireland X COVID-19 measures (2022).
COVID-19 measures (2022). Increase in COVID-19 testing capacity and vaccines (2022). DRG
Greece X renumeration of health workforce for additional duties X system developement (2022-2023). Estabilishement of
(2023). Quality Assurance in Health (ODIPY) (2022-2024).
Spain X RRP and REACT investments (2022).
e X COVID-19 measures (2022). X Mainly |r.1c.rease in salaries and partly development of
telemedicine (2022).
Croatia X COVID-19 measures (2022).
Italy X Constant nominal expenditure path (2023-2026).
Cyprus X COVID-19 measures (2022).

Increase in salaries, improved access to medicines (incl.
Latvia X COVID-19 measures (2022-2023). X innovative), screening and medical devices, prevention and
ICT solutions (2022-2025).

Increased renumeration of health workforce for additional

Luxembourg X duties and increase in psychotherapy services (2022-
2024).
Malta X COVID-19 measures (2022), RRP measures (2022-
2025).
Austria X COVID-19 measures (2022-2023).
CQVIQ—IQ e R mea;ures (202?)' Ereventlon, COVID-19 testing capacity and vaccines, increase in
Portugal X digitalisation, technological modernisation (2023- X .
salaries (2022).
2026).
. Increase in mental health services (2022-2024). Increase
Slovenia X COVID-19 and RRP measures (2022-2024). X in salaries (2022-2024).
Increase in reimbursement for outpatient and hospital care,
increase in nursing personnel and mental health services
. (2022). Increase in salaries of health care personnel,
Slovakia X me q g q q
additional outpatient care and medicines, savings in
governance and administration, improved cost-
effectiveness of medicines (2023-2025).
Sweden X COVID-19 measures (2022).

Source: European Commission, EPC.
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2.3.5. Accounting for institutional setting specificities

The projections account for some institutional specificities for Germany. In Germany, 89% of
the population was insured by social health insurance schemes (SHI) in 2022, with the remainder
insured by mandatory substitutional private health insurance schemes (PHI). To account for the
existence of a mandatory substitutional PHI, the population projections used in the model are adjusted
downwards to equal the number of people insured in SHI in the base year of projections. Similarly,
public expenditure projections for Germany includes government and social health insurance schemes
expenditure but excludes compulsory private health insurance schemes expenditure.

In addition, it is assumed that ageing will be less pronounced in the projected SHI part of
the population than the respective PHI part of it. This approach, applied also in previous Ageing
Reports, is based on the younger present age structure of PHI and the current legislative set-up, which
heavily restricts opting out from private health insurance to social health insurance. This implies a
reduced burden of ageing within the SHI scheme in future. Furthermore, it is assumed that the share of
the privately insured among the total population will increase faster than the share of the insured
under the public insurance scheme, adding to the estimated reduced ageing effect of the population
covered by SHI. Together, these assumptions imply a reduction of the population figures to roughly
89% in 2022 to account only for those covered by SHI and a further relative reduction in older age
groups by 2070.

2.4. PROJECTION RESULTS

This section presents the baseline projections, complemented by a range of alternative
scenarios and sensitivity tests. Public expenditure on health care includes expenditure on capital
formation but excludes the long-term care (health) expenditure. Long-term care (health) expenditure is
part of the long-term care expenditure projections (see Chapter 3). The projections of the baseline,
used for multilateral budgetary surveillance in the EU, are assessed against six other scenarios with
alternative assumptions on health care expenditure determinants. Furthermore, results for additional
sensitivity tests run around the baseline are presented.

2.4.1. Baseline projections

According to the baseline, health care expenditure is projected to increase by about 0.4 pps
of GDP in the EU by 2070 (Table 1.2.3 and Graph 1.2.5). Public expenditure on health care in the EU
was estimated at 6.9% of GDP in 2022. This was the third year after the outbreak of the COVID-19
pandemic and substantial spending was aimed to prevent and cure COVID-19 as well as investments in
more resilient health systems. Part of this spending, however, had a temporary nature and this explains
why the projected spending in the subsequent year (2023) is 0.2 pps of GDP lower than in the base
year.
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Graph |.2.5: Baseline — projected change in public expenditure on health care (2022-2070; pps of GDP)
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Source: European Commission, EPC.

Individual countries’ results in the baseline range between -0.3 pps in Latvia to 2.1 pps of
GDP in Malta. The results for Latvia are driven mostly by the temporary COVID-19 measures reported
in the base year. When compared to 2023, Latvia has the same projected increase in health care
expenditure by 2070 as Bulgaria and Italy (0.3 pps of GDP). This is due to the relatively low age-cost
profiles in Latvia and Bulgaria and to the cost containing measures in Italy for the initial projection
period (2023-2026). Another important element to be mentioned here is the time profile of the
projections. While the peak of public health care expenditure is reached in 2060-2070 for most
Member States, spending peaks in the 2050s for Bulgaria (2052), Italy (2055), Greece (2058) and
Hungary (2059). The biggest increase is projected for Malta and is explained by the shape of the age-
cost profiles (comparatively higher public expenditure for the older population) combined with fast
population ageing. In addition, public health care expenditure peaks only in 2070 for Malta.

Graph 1.2.6: Baseline projection for selected countries — change 2022-2070 vs change 2023-2070 (pps of GDP)
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Source: European Commission, EPC.

While temporary COVID-19 expenditure and investments to boost the resilience of health
care systems in 16 Member States increased the level of expenditure in the base year 2022,
they had no lasting effect on the overall projections. The magnitude of this effect is
demonstrated on Graph 1.2.6. It compares the changes in the baseline over the projection period
starting from the base year 2022 and the subsequent year 2023. The differences in projected
increases ranges from 0.1 pp of GDP for several countries (AT, ES, MT, BG, IE and HR) to 0.6 pps of GDP
for LV. The EU average is also affected by 0.2 pps of GDP.
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Table12.3:  Baseline - projected public expenditure on health care (2022-2070; % of GDP)
Change
2022 2023 2024 2025 2026 2027 2028 2029 2030 2070 2022-2070

pps in %
BE 6.1 6.1 6.2 6.2 6.2 6.2 6.2 6.3 6.3 6.8 0.6 10%
BG 4.5 4.4 4.5 4.5 4.5 4.6 4.6 4.6 4.6 4.7 0.2 4%
cz 6.4 5.8 5.9 5.9 5.9 6.0 6.0 6.0 6.0 6.6 0.2 4%
DK 7.4 7.0 7.1 7.1 7.1 7.2 7.2 7.2 7.2 7.8 0.4 6%
DE 8.0 7.7 7.7 7.7 7.7 7.7 7.7 7.7 7.7 8.2 0.1 2%
EE 5.1 5.1 5.1 5.1 5.1 5.1 5.2 5.2 5.2 5.7 0.6 11%
IE 4.1 4.0 4.1 4.1 4.1 4.2 4.2 4.3 4.3 5.6 1.5 35%
EL 5.4 5.1 5.2 5.2 5.2 5.3 5.3 5.4 5.4 5.9 0.6 11%
ES 5.9 5.8 5.9 5.9 6.0 6.0 6.1 6.1 6.2 7.1 1.2 20%
FR 8.8 8.4 8.4 8.4 8.4 8.5 8.5 8.5 8.5 9.1 0.3 4%
HR 5.8 5.7 5.7 5.8 5.8 5.9 5.9 5.9 5.9 6.5 0.7 11%
IT 6.3 6.1 5.8 5.8 5.8 5.8 5.8 5.9 5.9 6.4 0.1 2%
cYy 7.5 7.5 7.5 7.5 7.6 7.6 7.6 7.6 7.6 8.3 0.8 11%
Lv 6.0 5.5 5.3 5.3 5.3 5.3 5.3 5.4 5.4 5.8 -0.3 -4%
LT 4.3 4.3 4.3 4.4 4.4 4.4 4.4 4.5 4.5 5.1 0.8 18%
LU 3.9 4.0 4.1 4.1 4.1 4.1 4.2 4.2 4.2 5.1 1.2 32%
HU 4.3 4.3 4.3 4.3 4.3 4.3 4.3 4.4 4.4 4.7 0.5 11%
MT 5.1 5.0 5.1 5.1 5.1 5.1 5.1 5.1 5.2 7.2 2.1 41%
NL 5.7 5.8 5.8 5.8 5.8 5.9 5.9 5.9 5.9 6.5 0.7 13%
AT 7.8 7.8 7.7 7.8 7.8 7.9 78 7.9 8.0 8.9 1.1 14%
PL 4.4 4.4 4.4 4.5 4.5 4.6 4.6 4.7 4.7 5.5 1.1 24%
PT 6.2 5.8 58 6.0 6.0 6.0 6.1 6.1 6.2 7.2 1.0 16%
RO 4.4 4.5 4.5 4.5 4.5 4.6 4.6 4.6 4.7 5.2 0.7 16%
SI 7.0 6.9 6.9 6.9 7.0 7.0 7.1 7.1 7.1 7.8 0.8 12%
SK 5.7 6.2 6.1 6.2 6.2 6.3 6.3 6.4 6.4 7.3 1.6 27%
FI 6.2 6.2 6.2 6.2 6.3 6.3 6.3 6.4 6.4 6.8 0.6 10%
SE 7.3 7.0 7.0 7.1 7.1 7.1 7.1 7.2 7.2 7.7 0.4 5%
NO 7.7 7.7 7.8 7.8 7.9 7.9 8.0 8.0 8.0 8.9 1.2 16%
EA 7.1 6.9 6.8 6.9 6.9 6.9 6.9 6.9 7.0 7.6 0.4 6%
EU 6.9 6.7 6.6 6.6 6.6 6.7 6.7 6.7 6.7 7.3 0.4 5%

- Public expenditure for DE includes government and social health insurance schemes but excludes compulsory private health

insurance schemes.

- Health care expenditure projections for PL consider future demographic and macroeconomic changes but do not take into
account a future convergence of public spending on health care to a threshold of 7% of GDP as included in the Polish law.
- Public expenditure for Sl includes the impact of the reform on integrating the voluntary health insurance scheme into the

compulsory social health insurance as of 2022.

- The EA and EU averages for all scenarios are weighted according to GDP.
Source: European Commission, EPC.
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2.4.2. Alternative scenarios and sensitivity tests

Alternative scenarios on non-demographic drivers and indexation rules

Under the ‘risk scenario’, public health care spending in the EU would reach 8.1% of GDP in
2070, i.e. an increase of 1.2 pps of GDP relative to 2022 (Table 1.2.4). Over the whole projection
period, Italy is expected to have the lowest increase with 0.9 pps of GDP, while Malta would experience
the biggest increase at 3.2 pps of GDP. On average, the projected increase in public health spending in
the EU is three-fold higher than in the baseline.

Table 1.2.4:  Risk scenario - projected public expenditure on health care (2022-2070; % of GDP)

Change
2022 2023 2024 2025 2026 2027 2028 2029 2030 | 2070 2022-2070

pps in %
BE 6.1 6.2 6.2 6.3 6.3 6.3 6.4 6.4 6.4 7.5 1.3 22%
BG 4.5 4.4 4.5 4.6 4.7 4.7 4.8 4.9 4.9 5.7 1.2 26%
cz 6.4 5.8 5.9 6.0 6.0 6.1 6.2 6.2 6.3 7.6 1.2 19%
DK 7.4 7.0 7.1 7.2 7.2 7.2 7.3 7.3 7.4 8.7 1.3 18%
DE 8.0 7.6 7.7 7.7 7.7 7.7 7.8 7.8 7.8 9.0 0.9 12%
EE 5.1 5.0 5.1 5.2 5.2 5.3 5.3 5.4 5.4 6.6 1.5 30%
1E 4.1 4.1 4.2 4.3 4.4 4.5 4.6 4.7 4.8 6.6 2.5 61%
EL 5.4 5.2 5.3 5.3 5.4 5.5 5.5 5.6 5.7 6.9 1.5 28%
ES 5.9 5.9 5.9 6.0 6.1 6.1 6.2 6.3 6.3 7.9 2.0 34%
FR 8.8 8.4 8.4 8.5 8.5 8.6 8.6 8.6 8.7 9.9 1.1 13%
HR 5.8 5.8 5.9 5.9 6.0 6.1 6.2 6.3 6.3 7.9 2.0 35%
IT 6.3 6.2 5.9 5.9 5.9 5.9 5.9 6.0 6.0 7.2 0.9 14%
cYy 7.5 7.5 7.6 7.6 7.7 7.7 7.8 7.9 7.9 9.4 1.9 26%
LV 6.0 5.5 5.4 5.4 5.5 5.6 5.7 5.7 5.8 7.0 1.0 17%
LT 4.3 4.3 4.4 4.5 4.5 4.6 4.7 4.8 4.8 6.2 1.8 42%
LU 3.9 4.0 4.1 4.1 4.2 4.2 4.2 4.2 4.3 5.5 1.7 42%
HU 4.3 4.3 4.3 4.4 4.5 4.5 4.6 4.6 4.7 5.7 1.5 34%
MT 5.1 5.1 5.1 5.2 5.2 5.3 5.4 5.4 5.5 8.3 3.2 62%
NL 5.7 5.8 5.8 5.9 5.9 5.9 6.0 6.0 6.1 7.1 1.4 24%
AT 7.8 7.8 7.8 7.8 7.9 8.0 8.1 8.1 8.2 9.9 2.1 26%
PL 4.4 4.4 4.5 4.6 4.7 4.8 4.9 5.0 5.0 6.6 2.2 50%
PT 6.2 5.9 6.0 6.1 6.2 6.2 6.3 6.4 6.4 8.2 2.0 32%
RO 4.4 4.5 4.6 4.7 4.8 4.9 5.0 5.0 5.1 6.5 2.0 45%
SI 7.0 6.9 7.0 7.0 7.1 7.2 7.4 7.5 7.6 9.2 2.2 31%
SK 5.7 6.2 6.2 6.3 6.4 6.5 6.6 6.7 6.8 8.6 2.8 49%
FI 6.2 6.2 6.2 6.3 6.3 6.4 6.5 6.5 6.6 7.7 1.5 23%
SE 7.3 7.0 7.0 7.1 7.1 7.2 7.3 7.3 7.3 8.6 1.3 17%
NO 7.7 7.7 7.8 7.9 8.0 8.0 8.1 8.2 8.2 9.8 2.1 28%
EA 7.1 6.9 6.9 6.9 7.0 7.0 7.0 7.1 7.1 8.4 1.3 18%
EU 6.9 6.7 6.7 6.7 6.7 6.8 6.8 6.9 6.9 8.1 1.2 18%

- Public expenditure for DE includes government and social health insurance schemes but excludes compulsory private health
insurance schemes.

- Health care expenditure projections for PL consider future demographic and macroeconomic changes but do not take into
account a future convergence of public spending on health care to a threshold of 7% of GDP as included in the Polish law.

- Public expenditure for Sl includes the impact of the reform on integrating the voluntary health insurance scheme into the
compulsory social health insurance as of 2022.

- The EA and EU averages for all scenarios are weighted according to GDP.

Source: European Commission, EPC.
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Under the ‘pure demographic scenario’, public health care expenditure in the EU is projected
to increase by 0.2 pps of GDP, i.e. from 6.9% to 7.1% of GDP from 2022 to 2070. This result
reflects the pure ageing effect in the projections as all non-demographic drivers are muted in this
scenario. The pure ageing effect on health care expenditure until 2070 is projected to be the lowest in
Latvia with -0.5 pps of GDP compared to 2022 and the biggest in Malta with 1.8 pps of GDP.

Table 1.2.5: Demographic scenario - projected public expenditure on health care (2022-2070; % of GDP)

Change
2022 2023 2024 2025 2026 2027 2028 2029 2030 | 2070 2022-2070

pps in %
BE 6.1 6.1 6.2 6.2 6.2 6.2 6.2 6.2 6.2 6.6 0.5 8%
BG 4.5 4.4 4.4 4.5 4.5 4.5 4.5 4.5 4.5 4.5 0.0 -1%
cz 6.4 5.9 5.9 5.9 5.9 5.9 5.9 6.0 6.0 6.4 0.0 0%
DK 7.4 7.0 7.1 7.1 7.1 7.1 7.1 7.2 7.2 7.6 0.2 3%
DE 8.0 7.7 7.7 7.7 7.6 7.6 7.6 7.6 7.7 8.0 0.0 0%
EE 5.1 5.1 5.1 5.1 5.1 5.1 5.1 5.1 5.1 5.4 0.3 7%
1E 4.1 4.0 4.0 4.1 4.1 4.1 4.2 4.2 4.2 5.3 1.2 30%
EL 5.4 5.1 5.1 5.2 5.2 5.2 5.3 5.3 5.3 5.7 0.3 6%
ES 5.9 5.8 5.9 5.9 5.9 6.0 6.0 6.1 6.1 6.9 1.0 17%
FR 8.8 8.4 8.4 8.4 8.4 8.4 8.5 8.5 8.5 8.9 0.1 1%
HR 5.8 5.7 5.7 5.7 5.8 5.8 5.8 5.8 5.8 6.2 0.4 6%
IT 6.3 6.1 5.8 5.8 5.8 5.8 5.8 5.8 5.9 6.3 0.0 0%
cYy 7.5 7.5 7.5 7.5 7.5 7.5 7.5 7.6 7.6 8.0 0.5 7%
LV 6.0 5.5 5.2 5.2 5.3 5.3 5.3 5.3 5.3 5.5 -0.5 -9%
LT 4.3 4.3 4.3 4.3 4.3 4.4 4.4 4.4 4.4 4.9 0.5 12%
LU 3.9 4.0 4.1 4.1 4.1 4.1 4.1 4.2 4.2 5.0 1.1 30%
HU 4.3 4.3 4.3 4.3 4.3 4.3 4.3 4.3 4.3 4.5 0.3 6%
MT 5.1 5.0 5.1 5.1 5.0 5.0 5.1 5.1 5.1 7.0 1.8 36%
NL 5.7 5.8 5.8 5.8 5.8 5.8 5.9 5.9 5.9 6.3 0.6 10%
AT 7.8 7.8 7.7 7.8 7.8 7.8 7.9 7.9 7.9 8.7 0.9 11%
PL 4.4 4.4 4.4 4.5 4.5 4.5 4.6 4.6 4.6 5.2 0.8 18%
PT 6.2 5.8 5.9 6.0 6.0 6.0 6.0 6.1 6.1 7.0 0.8 12%
RO 4.4 4.4 4.4 4.5 4.5 4.5 4.5 4.5 4.6 4.9 0.4 9%
SI 7.0 6.8 6.9 6.9 6.9 6.9 7.0 7.0 7.0 7.5 0.5 8%
SK 5.7 6.2 6.1 6.2 6.2 6.2 6.3 6.3 6.4 7.0 1.3 22%
FI 6.2 6.2 6.2 6.2 6.3 6.3 6.3 6.3 6.3 6.7 0.4 7%
SE 7.3 7.0 7.0 7.1 7.1 7.1 7.1 7.1 7.1 7.5 0.2 3%
NO 7.7 7.7 7.8 7.8 7.8 7.9 7.9 8.0 8.0 8.7 1.0 13%
EA 7.1 6.9 6.8 6.8 6.8 6.9 6.9 6.9 6.9 7.4 0.3 4%
EU 6.9 6.7 6.6 6.6 6.6 6.6 6.7 6.7 6.7 7.1 0.2 2%

- Public expenditure for DE includes government and social health insurance schemes but excludes compulsory private health
insurance schemes.

- Public expenditure for Sl includes the impact of the reform on integrating the voluntary health insurance scheme into the
compulsory social health insurance as of 2022.

Source: European Commission, EPC.
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Under the ‘sector-specific composite indexation scenario’, the projected increase in public
health expenditure is 0.1 pp of GDP in the EU on average (Table 1.2.6). The variation in results
between Member States is pronounced also in this scenario. The change over the projection period
ranges from -0.4 pps of GDP for Latvia to 1.9 pps of GDP for Malta.

Table 1.2.6: Sector-specific composite indexation scenario - projected public expenditure on health care
(2022-2070; % of GDP)

Change
2022 2023 2024 2025 2026 2027 2028 2029 2030 | 2070 2022-2070

pps in %
BE 6.1 6.1 6.1 6.2 6.2 6.2 6.2 6.2 6.2 6.4 0.2 4%
BG 4.5 4.4 4.5 4.5 4.5 4.6 4.6 4.6 4.6 4.8 0.2 5%
cz 6.4 5.9 5.9 5.9 5.9 5.9 5.9 5.9 6.0 6.3 -0.1 -1%
DK 7.4 7.0 7.1 7.1 7.1 7.1 7.1 7.1 7.1 7.4 0.0 0%
DE 8.0 7.7 7.7 7.7 7.7 7.7 7.7 7.7 7.7 8.1 0.1 1%
EE 5.1 5.1 5.1 5.1 5.1 5.1 5.1 5.1 5.1 5.5 0.4 8%
1E 4.1 4.0 4.0 4.0 4.0 4.0 4.0 4.0 4.0 4.9 0.8 18%
EL 5.4 5.1 5.2 5.2 5.2 5.3 5.3 5.4 5.4 6.0 0.6 11%
ES 5.9 5.8 5.8 5.8 5.9 5.9 5.9 6.0 6.0 6.4 0.5 9%
FR 8.8 8.4 8.4 8.4 8.4 8.4 8.5 8.5 8.5 8.8 0.1 1%
HR 5.8 5.7 5.7 5.8 5.8 5.8 5.9 5.9 5.9 6.5 0.6 11%
IT 6.3 6.1 5.8 5.8 5.7 5.7 5.8 5.8 5.8 6.0 -0.3 -4%
cYy 7.5 7.5 7.5 7.5 7.6 7.6 7.6 7.6 7.6 8.3 0.8 10%
LV 6.0 5.5 5.3 5.3 5.3 5.3 5.3 5.3 5.3 5.7 -0.4 -6%
LT 4.3 4.3 4.3 4.3 4.3 4.3 4.3 4.3 4.3 4.6 0.2 5%
LU 3.9 4.0 4.1 4.1 4.1 4.1 4.2 4.2 4.2 5.1 1.2 30%
HU 4.3 4.3 4.2 4.2 4.2 4.2 4.2 4.2 4.2 4.3 0.1 1%
MT 5.1 5.0 5.1 5.1 5.0 5.1 5.1 5.1 5.1 7.1 1.9 38%
NL 5.7 5.8 5.8 5.8 5.8 5.8 5.9 5.9 5.9 6.3 0.6 10%
AT 7.8 7.8 7.7 7.8 7.8 7.9 7.9 8.0 8.0 9.1 1.2 16%
PL 4.4 4.4 4.4 4.5 4.5 4.5 4.5 4.6 4.6 5.2 0.8 18%
PT 6.2 5.8 5.8 5.9 5.9 5.9 5.9 6.0 6.0 6.6 0.4 6%
RO 4.4 4.5 4.5 4.6 4.6 4.6 4.7 4.7 4.8 5.4 1.0 22%
SI 7.0 6.8 6.8 6.8 6.9 6.9 6.9 6.9 7.0 7.3 0.3 4%
SK 5.7 6.1 6.1 6.1 6.1 6.1 6.1 6.1 6.1 6.2 0.5 9%
FI 6.2 6.2 6.2 6.2 6.3 6.3 6.3 6.3 6.3 6.7 0.4 7%
SE 7.3 7.0 7.0 7.1 7.1 7.1 7.1 7.1 7.1 7.5 0.2 2%
NO 7.7 7.7 7.8 7.8 7.9 7.9 8.0 8.0 8.1 9.0 1.3 17%
EA 7.1 6.9 6.8 6.8 6.8 6.8 6.9 6.9 6.9 7.3 0.2 2%
EU 6.9 6.7 6.6 6.6 6.6 6.6 6.6 6.6 6.7 7.0 0.1 1%

- Public expenditure for DE includes government and social health insurance schemes but excludes compulsory private health
insurance schemes.

- Public expenditure for Sl includes the impact of the reform on integrating the voluntary health insurance scheme into the
compulsory social health insurance as of 2022.

Source: European Commission, EPC.
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Under the °‘labour intensity scenario’, there would be an additional public health care
spending of 0.3 pps of GDP relative to the EU average of the baseline (Table 1.2.7). In this
scenario, the increase in health care expenditure over the projection period (2022-2070) amounts to
0.7 pps of GDP for the EU, ranging from -0.1 pp of GPD for Italy to 3.7 pps of GDP for Malta.
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Table1.2.7:  Labour intensity scenario - projected public expenditure on health care (2022-2070; % of GDP)
Change
2022 2023 2024 2025 2026 2027 2028 2029 2030 | 2070 2022-2070

pps in %
BE 6.1 6.1 6.1 6.1 6.0 6.1 6.1 6.1 6.1 6.8 0.7 11%
BG 4:5 4.4 4.4 4.4 4.5 4.5 4:5 4.6 4.6 5.2 0.7 15%
cz 6.4 5.9 5.9 5.9 5.9 6.0 6.0 6.0 6.1 7.3 0.9 14%
DK 7:4 7.1 7.2 7.2 7.3 7.4 7.5 7.6 7.6 8.2 0.8 11%
DE 8.0 7.7 7.7 7.7 7.8 7.8 7.8 7.9 7.9 9.0 1.0 12%
EE 5.1 5.1 5.2 5.2 5.2 5.2 5.2 5.3 5.3 5.9 0.8 15%
IE 4.1 3.9 3.9 4.0 4.0 4.1 4.1 4.2 4.2 6.0 1.9 47%
EL 5.4 5.0 5.0 5.0 4.9 4.9 4.9 5.0 5.0 5.6 0.2 4%
ES 5.9 5.8 5.8 5.7 5.7 5.7 5.7 5.8 5.9 7.3 1.4 24%
FR 8.8 8.4 8.4 8.4 8.4 8.5 8.5 8.5 8.5 9.2 0.4 5%
HR 5.8 5.6 5.5 5.5 5.5 5.5 5.5 5.6 5.6 6.4 0.6 10%
IT 6.3 6.1 5.7 5.7 5.7 5.8 5.8 5.8 5.9 6.2 -0.1 -2%
CcYy 7.5 7.4 7.3 7.3 7.4 7.5 7.6 7.6 7.7 8.8 1.4 18%
Lv 6.0 54 5.1 5.1 5.1 5.2 5.3 5.3 54 6.3 0.3 5%
LT 4.3 4.4 4.4 4.4 4.4 4.4 4.4 4.5 4.5 6.0 1.7 39%
LU 3.9 3.9 4.0 4.0 3.9 3.9 3.9 3.9 3.9 5.4 1.5 38%
HU 4.3 4.3 4.3 4.3 4.3 4.3 4.3 4.3 4.3 5.2 1.0 23%
MT 5.1 5.0 5.0 5.0 5.0 5.0 5.1 5.1 5.1 8.8 3.7 71%
NL 5.7 5.7 5.7 5.7 5.8 5.8 5.8 5.9 5.9 6.5 0.8 13%
AT 7.8 7.8 7.5 7.6 7.6 7.7 7.7 7.7 7.8 9.3 1.5 19%
PL 4.4 4.4 4.4 4.5 4.5 4.6 4.7 4.7 4.8 6.6 2.2 50%
PT 6.2 5.7 5.7 5.8 5.8 5.8 5.9 6.0 6.1 7.6 1.4 23%
RO 4.4 4.4 4.4 4.5 4.5 4.6 4.7 4.7 4.8 5.9 1.5 33%
SI 7.0 6.8 6.9 6.9 7.0 7.1 7.1 7.2 7.2 8.3 1.3 19%
SK 5.7 6.2 6.1 6.2 6.3 6.5 6.6 6.7 6.8 8.5 2.7 48%
FI 6.2 6.3 6.3 6.3 6.3 6.3 6.4 6.4 6.5 7.1 0.9 14%
SE 7.3 7.0 7.0 7.0 7.0 7.0 7.0 7.0 7.0 7.7 0.3 5%
NO 7.7 7.8 7.8 7 7.9 7.9 8.0 8.1 8.1 9.5 1.9 24%
EA 7.1 6.9 6.8 6.8 6.8 6.9 6.9 6.9 7.0 7.9 0.8 11%
EU 6.9 6.7 6.6 6.6 6.6 6.6 6.7 6.7 6.7 7.6 0.7 11%

- Public expenditure for DE includes government and social health insurance schemes but excludes compulsory private health

insurance schemes.

- Public expenditure for Sl includes the impact of the reform on integrating the voluntary health insurance scheme into the

compulsory social health insurance as of 2022.

Source: European Commission, EPC.
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Alternative scenarios on health status

Under the ‘healthy ageing scenario’, projected increases in public expenditure on health care
are significantly lower than those obtained in the baseline. For the EU as a whole, no increase is
expected over the projection period with respect to the base year (while 0.2 pps of GDP increase is
expected when compared to year 2023) (Table 1.2.8). In this scenario, most of the EU Member States
would experience an expenditure growth of below 1 pp of GDP and six countries even experience a
decrease. Therefore, improvements in health status will be crucial for keeping expenditure on health
care under control in the future.

Table 1.2.8:  Healthy ageing scenario - projected public expenditure on health care (2022-2070; % of GDP)

Change
2022 2023 2024 2025 2026 2027 2028 2029 2030 2070 2022-2070
pps in %
BE 6.1 6.1 6.1 6.1 6.1 6.1 6.1 6.1 6.1 6.4 0.2 4%
BG 4.5 4.4 4.4 4.4 4.4 4.5 4.5 4.5 4.5 4.3 -0.2 -4%
cz 6.4 5.8 5.8 5.8 5.8 5.8 5.8 5.9 5.9 6.1 -0.3 -4%
DK 7.4 7.0 7.1 7.1 7.1 7.1 7.1 7.1 7.1 7.4 0.1 1%
DE 8.0 7.6 7.6 7.6 7.6 7.6 7.6 7.6 7.6 7.7 -0.3 -4%
EE 5.1 5.1 5.1 5.1 5.1 5.1 5.1 5.1 5.1 5.3 0.2 4%
IE 4.1 4.0 4.1 4.1 4.1 4.2 4.2 4.2 4.3 5.2 1.1 28%
EL 5.4 5.1 5.1 5.2 5.2 5.2 5.2 5.3 5.3 5.6 0.2 4%
ES 5.9 5.8 5.8 5.9 5.9 6.0 6.0 6.0 6.1 6.8 0.8 14%
FR 8.8 8.3 8.3 8.4 8.4 8.4 8.4 8.4 8.4 8.6 -0.1 -1%
HR 5.8 5.7 5.7 5.8 5.8 5.8 5.8 5.9 5.9 6.2 0.4 6%
IT 6.3 6.1 5.8 5.8 5.7 5.7 5.8 5.8 5.8 6.1 -0.2 -3%
CY 7.5 7.5 7.5 7.5 7.5 7.5 7.6 7.6 7.6 8.1 0.6 8%
Lv 6.0 5.4 5.2 5.2 5.2 5.2 5.2 5.3 5.3 5.4 -0.7 -11%
LT 4.3 4.3 4.3 4.3 4.3 4.3 4.4 4.4 4.4 4.8 0.4 10%
LU 3.9 4.0 4.1 4.1 4.1 4.1 4.1 4.1 4.1 4.8 0.9 24%
HU 4.3 4.2 4.2 4.2 4.2 4.2 4.2 4.2 4.2 4.3 0.0 1%
MT 5.1 5.0 5.0 5.1 5.0 5.0 5.1 5.1 5.1 6.7 1.5 30%
NL 5.7 5.7 5.8 5.8 5.8 5.8 5.8 5.9 5.9 6.1 0.4 7%
AT 7.8 7.7 7.7 7.7 7.8 7.8 7.8 7.8 7.9 8.4 0.6 8%
PL 4.4 4.4 4.4 4.4 4.5 4.5 4.5 4.6 4.6 5.1 0.7 16%
PT 6.2 5.8 5.8 5.9 5.9 5.9 5.9 6.0 6.0 6.7 0.5 8%
RO 4.4 4.4 4.4 4.4 4.5 4.5 4.5 4.5 4.6 4.8 0.3 7%
SI 7.0 6.8 6.8 6.8 6.9 6.9 6.9 7.0 7.0 7.3 0.4 5%
SK 5.7 6.1 6.1 6.1 6.1 6.2 6.2 6.2 6.3 6.6 0.8 15%
FI 6.2 6.2 6.1 6.1 6.2 6.2 6.2 6.2 6.2 6.4 0.2 3%
SE 7.3 7.0 7.0 7.0 7.1 7.1 7.1 7.1 7.1 7.4 0.1 1%
NO 7.7 7.7 7.8 7.8 7.8 7.9 7.9 7.9 7.9 8.5 0.8 10%
EA 7.1 6.9 6.8 6.8 6.8 6.8 6.8 6.8 6.9 7.2 0.0 1%
EU 6.9 6.6 6.6 6.6 6.6 6.6 6.6 6.6 6.6 6.9 0.0 -1%

- Public expenditure for DE includes government and social health insurance schemes but excludes compulsory private health
insurance schemes.

- Public expenditure for Sl includes the impact of the reform on integrating the voluntary health insurance scheme into the
compulsory social health insurance as of 2022.

Source: European Commission, EPC.
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Conversely, in the ‘no healthy ageing scenario’ increases in public expenditure on health
care are significantly higher than those obtained in the baseline. The result for the EU as a
whole is a 0.8 pps of GDP increase in public health care expenditure over the overall projection period
(Table 1.2.9), which is twice the increase of the baseline. For most Member States, the expected
expenditure growth of the ‘no healthy ageing’ scenario is above 1 pp of GDP. The lowest increase is
projected for Latvia with 0.3 pps of GDP and the biggest for Malta with 2.7 pps of GDP.

Table1.29: No healthy ageing scenario - projected public expenditure on health care (2022-2070; % of GDP)

Change
2022 2023 2024 2025 2026 2027 2028 2029 2030 2070 2022-2070

pps in %
BE 6.1 6.2 6.2 6.2 6.3 6.3 6.3 6.4 6.4 7.4 1.2 20%
BG 4.5 4.5 4.5 4.6 4.6 4.6 4.7 4.7 4.7 5.1 0.6 13%
cz 6.4 5.9 6.0 6.0 6.0 6.1 6.1 6.2 6.2 7.2 0.9 13%
DK 7.4 7.0 7.1 7.1 7.2 7.2 7.2 7.2 7.3 8.2 0.8 11%
DE 8.0 7.7 7.7 7.7 7.7 7.7 7.7 7.7 7.8 8.7 0.6 8%
EE 5.1 5.1 5.1 5.1 5.2 5.2 5.2 5.2 5.3 6.1 1.0 19%
IE 4.1 4.0 4.1 4.1 4.2 4.2 4.3 4.3 4.4 5.9 1.8 44%
EL 5.4 5.1 5.2 5.2 5.3 5.3 5.4 5.4 5.5 6.3 0.9 17%
ES 5.9 5.9 5.9 6.0 6.0 6.1 6.1 6.2 6.3 7.5 1.6 27%
FR 8.8 8.4 8.4 8.4 8.5 8.5 8.6 8.6 8.6 9.6 0.8 9%
HR 5.8 5.8 5.8 5.8 5.9 5.9 6.0 6.0 6.0 6.9 1.0 18%
IT 6.3 6.1 5.8 5.9 5.8 5.9 5.9 5.9 6.0 6.8 0.5 8%
CY 7.5 7.5 7.5 7.6 7.6 7.6 7.6 7.7 7.7 8.5 1.0 14%
LV 6.0 5.5 5.3 5.3 5.4 5.4 5.5 5.5 5.5 6.4 0.3 5%
LT 4.3 4.3 4.4 4.4 4.4 4.5 4.5 4.6 4.6 5.5 1.2 28%
LU 3.9 4.0 4.1 4.1 4.1 4.2 4.2 4.2 4.2 5.5 1.6 41%
HU 4.3 4.3 4.3 4.3 4.4 4.4 4.4 4.5 4.5 5.3 1.1 25%
MT 5.1 5.0 5.1 5.1 5.1 5.1 5.2 5.2 5.2 7.8 2.7 52%
NL 5.7 5.8 5.8 5.8 5.9 5.9 5.9 6.0 6.0 6.8 1.1 19%
AT 7.8 7.8 7.8 7.8 7.9 7.9 8.0 8.0 8.1 9.5 1.7 21%
PL 4.4 4.4 4.5 4.6 4.6 4.7 4.7 4.8 4.8 5.9 1.5 34%
PT 6.2 5.9 6.0 6.1 6.1 6.1 6.2 6.3 6.3 7.7 1.5 25%
RO 4.4 4.5 4.5 4.6 4.6 4.7 4.7 4.7 4.8 5.6 1.2 26%
SI 7.0 6.9 6.9 7.0 7.0 7.1 7.2 7.2 7.3 8.4 1.4 20%
SK 5.7 6.2 6.2 6.3 6.4 6.4 6.5 6.6 6.6 8.1 2.3 40%
FI 6.2 6.2 6.3 6.3 6.4 6.4 6.5 6.5 6.5 7.4 1.2 19%
SE 7.3 7.0 7.0 7.1 7.1 7.1 7.2 7.2 7.2 8.1 0.8 11%
NO 7.7 7.7 7.8 7.8 7.9 8.0 8.0 8.1 8.1 9.4 1.8 23%
EA 7.1 6.9 6.9 6.9 6.9 6.9 7.0 7.0 7.0 8.0 0.9 13%
EU 6.9 6.7 6.7 6.7 6.7 6.7 6.8 6.8 6.8 7.7 0.8 12%

- Public expenditure for DE includes government and social health insurance schemes but excludes compulsory private health
insurance schemes.

- Public expenditure for Sl includes the impact of the reform on integrating the voluntary health insurance scheme into the
compulsory social health insurance as of 2022

Source: European Commission, EPC.
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Impact of demographic and health status developments on public health care expenditure

A comparison of the results of selected demographic and health status related scenarios
(baseline, healthy ageing and no healthy ageing scenarios) highlights the importance of the
on-going demographic transition (ageing of the baby-boom cohorts). Graph 1.2.7 shows a
comparison of the results of the three scenarios related to the future change of health status and
demography. The patterns for all Member States are similar though slightly delayed in time for the
New Member States (NMS). The dynamic of the demographic projections leads to a slowdown in the
expenditure growth rate after 2050 for EU14 and only after 2060 for NMS.

Graph 1.2.7: Impact of demography and health status - comparison between selected scenarios in EU14 and NMS
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Source: European Commission, EPC.

In fact, the future impact of the demographic trends on health care expenditure relative to
GDP depends on three factors: (1) low fertility rates; (2) expected increases in life
expectancy; and (3) the demographic transition (ageing of the baby boom cohorts). All these
three driving forces are expected to cause relevant changes on the population structure over the
projection period in almost all Member States (e.g. increase in the old-age dependency ratio). However,
the impact of the demographic transition due to ageing of the baby boom cohorts will have a dominant
impact on the population structure over the next 2-3 decades. Only changes in morbidity as displayed
by the ‘healthy ageing scenario’ can mitigate the expected increase during the demographic transition
to a certain degree.

Understanding the demographic drivers of health care spending dynamic is essential for
policy decisions. This important conceptual distinction not only explains the clear slowdown in the
dynamics of health care public expenditure to GDP ratio projected in the last decades of the
forecasting period (from 2050 for EU14 MS and from 2060 for NMS), which is linked to the exit period
of the baby boom generations. It also helps to explain why the impact of demography on the dynamics
of health care expenditure to GDP ratio has not been found particularly significant over the past
decades. (8) Indeed, the conceptual distinction of the demographic change drivers can have important
policy-making implications, as policy options dealing with the adverse demographic trends on health
care expenditure may differ substantially depending on whether they come from a decline in birth
rates and increases in longevity or from the ageing of baby boom cohorts.

(81) See Medeiros and Schwierz (2013).



Table 1.2.10 provides an overview of the projection results for the baseline and all alternative
scenarios. Graph 1.2.8 shows the projection results of the baseline and the alternative scenarios for
public health care expenditure in the EU.
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Table 1.2.10: Overview of scenarios - projected change in public expenditure on health care
(2022-2070; pps of GDP)

Sector-specific
2022 level Baseline Risk scenario Demogra_phlc .compos_lte Labour |nte_zn5|ty Healthy agelng N_o healthy )
(% GDP) scenario indexation scenario scenario ageing scenario
scenario
BE 6.1 0.6 1.3 0.5 0.2 0.7 0.2 1.2 BE
BG 4.5 0.2 1.2 0.0 0.2 0.7 -0.2 0.6 BG
cz 6.4 0.2 1.2 0.0 -0.1 0.9 -0.3 0.9 cz
DK 7.4 0.4 1.3 0.2 0.0 0.8 0.1 0.8 DK
DE 8.0 0.1 0.9 0.0 0.1 1.0 -0.3 0.6 DE
EE 5.1 0.6 1.5 0.3 0.4 0.8 0.2 1.0 EE
IE 4.1 1.5 2.5 1.2 0.8 1.9 1.1 1.8 IE
EL 5.4 0.6 il 0.3 0.6 0.2 0.2 0.9 EL
ES 5.9 1.2 2.0 1.0 0.5 1.4 0.8 1.6 ES
FR 8.8 0.3 iloal 0.1 0.1 0.4 -0.1 0.8 FR
HR 5.8 0.7 2.0 0.4 0.6 0.6 0.4 1.0 HR
IT 6.3 0.1 0.9 0.0 -0.3 -0.1 -0.2 0.5 IT
cYy 7.5 0.8 1.9 0.5 0.8 1.4 0.6 1.0 cYy
Lv 6.0 -0.3 1.0 -0.5 -0.4 0.3 -0.7 0.3 LV
LT 4.3 0.8 1.8 0.5 0.2 1.7 0.4 1.2 LT
Lv 3.9 1.2 1.7 1.1 1.2 1.5 0.9 1.6 LU
HU 4.3 0.5 1.5 0.3 0.1 1.0 0.0 1.1 HU
MT il 2.1 2 1.8 &) &7 1.5 2.7 MT
NL 5.7 0.7 1.4 0.6 0.6 0.8 0.4 1.1 NL
AT 7.8 1.1 2.1 0.9 1.2 1.5 0.6 1.7 AT
PL 4.4 1.1 2.2 0.8 0.8 2.2 0.7 1.5 PL
PT 6.2 1.0 2.0 0.8 0.4 1.4 0.5 1.5 PT
RO 4.4 0.7 2.0 0.4 1.0 1.5 0.3 1.2 RO
SI 7.0 0.8 2.2 0.5 0.3 1.3 0.4 1.4 SI
SK 5.7 1.6 2.8 1.3 0.5 2.7 0.8 2.3 SK
FI 6.2 0.6 L5 0.4 0.4 0.9 0.2 1.2 FI
SE 7.3 0.4 1.3 0.2 0.2 0.3 0.1 0.8 SE
NO 7.7 1.2 2.1 1.0 1.3 1.9 0.8 1.8 NO
EA 7.1 0.4 1.3 0.3 0.2 0.8 0.0 0.9 EA
EU 6.9 0.4 1.2 0.2 0.1 0.7 0.0 0.8 EU

Source: European Commission, EPC.

Graph 1.2.8: Baseline and alternative scenarios - projected public expenditure on health care in the EU
(2022-2070; % of GDP)
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Sensitivity tests

The results of the baseline are further stress tested to changes in key demographic and
macroeconomic assumptions. These sensitivity tests are applied consistently to the baseline of all
age-related expenditure items in this report. (82) As can be seen in Graph 1.2.9, the EU health care
expenditure projections are more responsive to changes in the demographic assumptions than to the
macroeconomic assumptions. Thus, the largest impact on the projected increase in public expenditure
on health care as a share of GDP is associated with lower fertility and lower net migration, while higher
net migration can mitigate expenditure growth on health care. The country-specific results of the
sensitivity tests of the baseline on health care are also shown in Table 1.2.11.

Table 1.2.11: Sensitivity tests of the baseline projections - projected change in public expenditure on health care
(2022-2070; pps of GDP)

Higher
2022 level Baseline Higher Lower employment Lower Higher Lower Higher life
(% GDP) TFP TFP rate older fertility migration migration | expectancy
workers
BE 6.1 0.6 0.6 0.6 0.7 1.1 0.5 0.7 0.6 BE
BG 4.5 0.2 0.2 0.2 0.2 ©.5 0.2 0.2 0.2 BG
cz 6.4 0.2 0.2 0.2 0.3 0.7 0.1 0.4 0.3 cz
DK 7.4 0.4 0.4 0.4 0.4 0.8 0.3 0.6 0.5 DK
DE 8.0 0.1 0.2 0.1 0.2 0.6 0.0 0.3 0.2 DE
EE 5.1 0.6 0.6 0.5 0.6 0.8 0.5 0.6 0.6 EE
IE 4.1 1.5 1.5 1.4 1.5 1.8 1.3 1.6 1.5 IE
EL 5.4 0.6 0.6 0.5 0.6 0.9 0.4 0.7 0.6 EL
ES 5.9 1.2 1.2 1.2 1.2 1.6 1.0 1.4 1.2 ES
FR 8.8 0.3 0.3 0.3 0.3 0.9 0.2 0.4 0.3 FR
HR 5.8 0.7 0.7 0.6 0.7 1.1 0.6 0.7 0.5 HR
IT 6.3 0.1 0.2 0.1 0.2 ©.5 0.0 0.3 0.2 IT
cYy 7.5 0.8 0.8 0.8 0.8 1.1 0.7 0.9 0.8 cYy
Lv 6.0 -0.3 -0.3 -0.3 -0.2 0.1 -0.3 -0.2 -0.2 LV
LT 4.3 0.8 0.8 0.8 0.8 1.0 0.8 0.8 0.8 LT
LU 3.9 1.2 i3 1.2 1,3 1.5 1.2 1.3 1.2 LU
HU 4.3 0.5 0.5 0.5 0.5 0.8 0.4 0.5 0.5 HU
MT 5.1 2.1 2.1 2.1 2.1 2.4 1.8 2.4 251 MT
NL 5.7 0.7 0.7 0.7 0.7 1.0 0.6 0.8 0.8 NL
AT 7.8 1.1 1.1 1.1 1.1 1.6 1.0 1.8 1.2 AT
PL 4.4 1.1 1.1 1.1 1.1 1.4 1.0 1.1 1.1 PL
PT 6.2 1.0 1.0 1.0 1.0 1.5 0.9 1.1 1.1 PT
RO 4.4 0.7 0.7 0.7 0.7 1.0 0.7 0.7 0.8 RO
SI 7.0 0.8 0.8 0.8 0.9 1.3 0.7 1.0 0.9 SI
SK 5.7 1.6 1.6 1.5 1.6 2.1 1.5 1.6 1.6 SK
FI 6.2 0.6 0.6 0.6 0.6 0.9 0.5 0.7 0.6 FI
SE 7.3 0.4 0.4 0.4 0.4 0.8 0.3 0.6 0.4 SE
NO 7.7 1.2 1.2 1.2 1.8 1.7 1.1 1.4 1.2 NO
EA 7.1 0.4 0.5 0.4 0.5 0.9 0.3 0.6 0.5 EA
EU 6.9 0.4 0.4 0.3 0.4 0.8 0.3 0.5 0.4 EU

Source: European Commission, EPC.

(82) See Chapter 5 of Part | in Volume | of the 2024 Ageing Report for detailed explanations.
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Graph 1.2.9: Sensitivity tests of the baseline projection for the EU (2022-2070; %/pps of GDP)
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Source: European Commission, EPC.

2.5. COMPARISON WITH THE 2021 AGEING REPORT

Results of the baseline in this report are compared with the previous edition (the
2021 Ageing Report. The baseline is the point of reference for comparison with the 2021 Ageing
Report. Differences across the two rounds of projections may be due to different demographic
assumptions (faster/slower population ageing) or changes in the age-gender expenditure profiles.
Differences may also stem from a different base-year for starting the projections and updated
macroeconomic assumptions resulting in different GDP per capita growth rates, GDP levels for the
period under analysis.

A breakdown of the drivers (%°), quantifying which factors can explain the differences in
projected spending between the 2021 and the 2024 projection exercises, is presented in
Table 1.2.12. The considered drivers next to the already mentioned age-gender cost profiles and
projected population are the GDP per capita growth, the base-year and reforms effect, as well as an
interaction effect.

At the EU aggregate level, projected health care spending has been revised downward this
round compared with the 2021 Ageing Report (-0.4 pps of GDP). Most drivers have contributed
to this downward revision: base-year (the 2022 level of public expenditure) and reforms effects
diminished projected health care spending in the EU (0.3 pps of GDP lower in the current Ageing Report
than in the 2021 projections) mainly due to the impossibility to predict the COVID-19 spending and
capital investments in the 2021 Ageing Report projections. The effect of the new age-cost profiles has
further slightly reduced the spending (by 0.1 pp of GDP). Updated demographic projections have no
effect on the spending projections on average in the EU, while the updated GDP per capita growth
projections drove down the EU projection spending (by roughly 0.1 pp of GDP).

(8%) For the breakdown, departing from the level of expenditure in 2022, each driver's impact is estimated by replacing ceteris
paribus its current value with the 2021 Ageing Report data. This is done subsequently for the base year and reforms, the
age-cost profiles, GDP per capita growth and population data.
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Table 1.2.12: Breaking down the difference in spending change (2022-2070) between the 2024 and the 2021 Ageing
Reports (pps of GDP)

Difference |Due to:
2024 AR vs -
2021 _AR Base-year and Change in age- decnr;in?-: Il:ic Change related Interaction
spending  |reforms effect  cost profiles ograp to GDP growth  effect
growth projections
BE 0.0 0.0 0.0 0.0 0.0 0.0 BE
BG 0.0 0.0 0.0 0.1 0.0 0.0 BG
cz -0.6 -0.5 0.0 0.0 -0.1 0.0 cz
DK -0.3 -0.3 0.0 0.1 -0.2 0.1 DK
DE -0.3 -0.3 0.0 0.0 0.0 0.0 DE
EE -0.2 0.0 -0.1 0.0 -0.2 0.1 EE
IE 0.1 -0.2 0.0 0.2 -0.5 0.5 IE
EL -0.2 -0.2 0.0 0.1 -0.1 0.0 EL
ES -0.1 -0.1 0.0 0.1 -0.1 0.0 ES
FR -0.4 -0.4 0.0 0.1 -0.1 0.0 FR
HR 0.0 -0.2 0.0 -0.1 -0.1 0.3 HR
IT -0.6 -0.6 0.0 0.0 0.0 0.0 IT
CcYy 0.5 0.5 -0.2 0.2 -0.2 0.2 cYy
LV -0.5 -0.7 0.3 0.0 0.0 -0.1 LV
LT 0.2 0.0 0.0 0.2 -0.2 0.2 LT
LU 0.3 0.3 0.0 -0.1 -0.2 0.2 LU
HU -0.3 -0.1 0.0 -0.1 -0.1 0.0 HU
MT -0.5 -0.4 0.0 -0.1 -0.4 0.3 MT
NL 0.0 0.0 0.0 0.0 -0.1 0.1 NL
AT 0.0 0.0 0.0 0.1 -0.1 0.1 AT
PL -0.8 -0.6 0.0 -0.1 -0.2 0.1 PL
PT -0.5 -0.4 0.0 0.0 -0.1 0.1 PT
RO -0.2 0.0 0.0 -0.2 -0.1 0.1 RO
SI -0.3 -0.1 -0.1 0.0 -0.2 0.1 SI
SK -0.3 0.3 -0.3 -0.2 -0.1 0.0 SK
FI -0.1 0.0 0.0 0.0 -0.1 0.0 FI
SE -0.3 -0.3 0.0 0.0 -0.1 0.1 SE
NO 0.2 0.1 0.0 0.2 -0.1 0.0 NO
EA -0.3 -0.3 -0.1 0.1 -0.1 0.1 EA
EU -0.4 -0.3 -0.1 0.0 -0.1 0.1 EU

The interaction effect is the unexplained difference between the change in all drivers and the sum of the effects of the individual
drivers. It is calculated as the difference between column 1 and columns 2, 3, 4 and 5.
Source: European Commission, EPC.

Graph 1.2.10 shows the EU age-gender expenditure profiles as percentage of GDP for all
ages and their evolution in comparison to the 2021 Ageing Report. In the EU, the cost profiles
for males increased slightly for the ages 35 to 95 compared to the 2021 cost profiles. Similarly, the
cost profiles for females increased for all ages, but more prominently for the ages between 85 and 95.
These changes in the age-cost profiles would have resulted in a larger increase in public expenditure

Graph 1.2.10: Age-gender expenditure profiles and population changes in the 2024 and 2021 Ageing Reports
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Source: European Commission, EPC.
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on health care as compared to the 2021 Ageing Report, would they have not been outweighed by the
relatively high impact of the temporary spending in the base year estimate and subsequent decrease
in age-cost proportions due to revised impact of reforms pointing to the opposite direction for the
majority of the countries.

However, there is considerable variation between countries in terms of overall revision and
drivers:

For example, base-year and reform effects range from +0.5 pps of GDP in Cyprus to -0.7 pps of
GDP in Latvia. The fiscal impact of legislated policy measures has significantly increased the public
expenditure projections on health care for Luxembourg and Slovakia.

Looking at age-gender costs profiles, though their aggregate impact is relatively low, a relatively
wide range of variation is seen across Member States, from an increase of 0.3 pps of GPD for
Latvia, to a decrease of -0.3 pps of GDP for Slovakia. The reason for these changes reflects an
improvement in the quality of data used in the construction of the profiles.

The latest demographic projections for Romania and Slovakia worsened the projected health care
spending growth, while the changes in projected demographics favourably impact on the projected
health care growth for Cyprus, Ireland and Lithuania.

In terms of revisions to the GDP growth rates per capita, the majority of countries seem to be
affected by a decrease in the projected health care expenditure growth. Most strongly affected by
revisions to GDP projections are Ireland (-0.5 pps of GDP) and Malta (-0.4 pps of GDP).
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2.6. CONCLUSIONS

Growing public health care expenditure due to ageing populations in the EU raises concerns
about its long-term sustainability. This report takes into account the possibility that alternative
scenarios materialise in a context subject to considerable uncertainty. Public health expenditure in EU
was at 6.9% of GDP in 2022. (3%) The baseline projections show that expenditure may grow to 7.3% of
GDP in 2070 on accounts of demographic ageing and income growth and to higher levels when other
push up factors are accounted for as in other scenarios presented in this report.

The COVID-19 pandemic and its effects on public health care spending added another layer
of uncertainty to the health care projections in this report. Base year 2022 contains a
significant amount of COVID-19 related expenditure, that are however assumed to be discontinued in
the subsequent years. While 12 EU Member States reported increases or savings in public health care
spending due to already legislated policy measures, it can be claimed that for most of the EU Member
States and Norway, the current projections do not contain any long-term effects from the COVID-19
crisis. Given the necessity to strengthen the resilience of health systems in the aftermath of the
pandemic, it is more likely that the projections are rather underestimated for many of the countries.

In effect, the health care projections depend on the extent to which gains in life expectancy
are spent in good or bad health and the composition of non-demographic factors accounted
for. Consequently, the baseline, with projected public expenditure increase on health care of 0.4 pps of
GDP by 2070, may under- or overestimate health spending growth. The alternative scenarios to the
baseline, seek to vary the quantifiable determinants of health care expenditure growth in a balanced
way to somewhat more or less favourable future developments. The most optimistic results are
obtained under the assumption that all future gains in life expectancy will be spent in good health as in
the ‘healthy ageing scenario’, for which no increase is expected for the EU as a whole over the
projection period. In fact, the more precise interpretation of this result is that the additional cost
burden from ageing in the EU over the projection period equals the COVID-19 pandemic related
spending in the base year.

In contrast, the highest projection results are expected if past trends in non-demographic
factors beyond income elasticity persist as depicted by the ‘risk scenario’. The focus of the
‘risk scenario’ is mainly on technological innovations in the health care sector, which have been
confirmed in many studies to be crucial in explaining past increases in health care expenditure. In
addition, policy decisions to expand access and improve quality to health services especially for older
people will inextricably mean that ageing remains at the core of public debates related to health
expenditure. The ‘risk scenario’ assumes a similar impact of future non-demographic growth on the
demand for more and better health care as in the past on the basis of an econometric estimate (i.e.
elasticity of 1.5 in the base year that converges to 1 over the projection period). The projected increase
for the EU is 1.2 pps of GDP by 2070 for the ‘risk scenario’, which is three times higher than
expenditure growth of the baseline.

In conclusion, ageing and non-demographic drivers of health care are expected to continue
putting pressure on the long-term sustainability of public finances. All scenarios for almost all
Member States point to considerable continuous pressures on public spending from the health care
sector — even under conservative assumptions. Therefore, balancing the health care needs of the
European populations with spending resources, as well as continuous efforts to increase the efficiency
and quality of health service delivery, will continue to be high on the political and economic reform
agenda of Member States.

(8% Public expenditure on health care includes capital formation but excludes long-term care (health).



3 . LONG-TERM CARE

3.1. INTRODUCTION

The projections for public expenditure on long-term care (LTC) have been run using
Commission (DG ECFIN) models on the basis of a methodology and data agreed with the
Member States delegates in the EPC-AWG. (®°) The projections cover the period 2022 (the base
year) until 2070.

LTC expenditure represents an important and growing amount in nominal terms as well as
in share of GDP (Graphs 1.3.1 and 1.3.2). The public expenditure on long-term care (health) (8%) GDP
ratio has been on a slightly upward trend since 2014, moving from 1.2% of GDP in 2014 to 1.4% of
GDP in 2021. By contrast, the share of private expenditure on LTC (health) has been fairly stable over
the same period. As for health care, future trends are likely to be heavily influenced by population
ageing, as well as a range of non-demographic determinants, such as increases in public demand for
long-term care as countries become richer, workforce shortages, as well as public health emergencies.
Therefore, future developments of public expenditure on LTC are relevant for the long-term
sustainability of public finances.

Graph1.3.1: Long-term care (health) expenditure in
the EU by financing agent (million euro)

Graph 1.3.2: Long-term care (health) expenditure in
the EU by financing agent (% of GDP)
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Source: European Commission, EPC.

Expenditure based only on the medical care component
(HC.3) of System of Health Accounts data.
Source: European Commission, EPC.

(®%) Data and methodology are briefly summarised in Annex lIl. The technical methodology for running the long-term expenditure
projections is explained in detail in Chapter 3 of Part Il in Volume | of the 2024 Ageing Report.

(%) As explained in Annex lll, in the System of Health Accounts expenditure on LTC is split into long term care (health) (HC.3) and
long-term care (social) (HCR.1) component. The second component is only available for 17 Member States and NO and for
the purposes of this report the missing social component is estimated for the rest of them. However, for the purposes of
Graphs 1.3.1 and 1.3.2, only HC.3 is used as it is the only element for which there is time series data for every EU Member
State.
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Long-term care covers a broad range of services. It is usually defined as a set of services
required by persons with a reduced degree of functional capacity (whether physical or cognitive) and
who, as a consequence of this, are dependent for an extended period of time on help with their
Activities of Daily Living (ADL (¥7) (Katz et al.,, 1963)) and/or their Instrumental Activities of Daily Living
(IADL (%) (Lawton and Brody, 1969)). These services are often provided in tandem with basic medical
services such as nursing care, prevention, rehabilitation or services of palliative care. The definition
used in the Ageing Report is in line with that used in European Commission and SPC (2014).

Long-term care can be provided as ‘in-kind’ (home care or institutional care) benefits or via
cash benefits. Each care setting is typically provided to a different population with different
characteristics. Home care refers to long-term care delivered in the private home of the care recipient.
It is most appropriate for cases with lower levels of dependency and can slow down the progression of
dependency as recipients age. Institutional care is delivered in a specialised institution in which the care
recipient lives. It is most appropriate for cases with relatively high degrees of dependency with high
care needs. In contrast to in-kind care, cash benefits are payments given to care recipients or their
families so that they can purchase care directly themselves. EU Member States finance formal LTC as
‘in-kind’ services, i.e. either by paying for or providing directly care for eligible recipients, or via ‘cash
benefits’, where recipients are paid money and can purchase services themselves. Cash benefits can
also be used to compensate informal carers, such as family members. This report focuses on formal
care that is financed, at least in part, by the public sector. Therefore, it does not cover formal care,
which is fully privately funded, nor informal care that is provided free of charge by relatives or friends.

The provision of LTC services in EU Member States is fragmented and statistical data is
often incomplete. Due to historical and organisational reasons, public financing and organisation of
LTC tend to be highly fragmented, with different government authorities being in charge of different
care settings. It has also historically been a relatively low priority policy area, which has slowed down
the development of statistical data definitions and collections.

Data on overall LTC expenditure and its breakdown by care setting is not available from a
single source for every EU Member State. Estimating total public LTC expenditure for the Ageing
Report requires combining different international and national-level data sets. Similarly, data on the
breakdown of expenditure by care setting is submitted by AWG delegates from national data sources,
supplemented with the available ESTAT data collections where necessary.

In terms of coverage of the public LTC systems, a large majority of Member States provide
administrative data by care setting (i.e. home care/ institutional care/cash benefits)
through their respective AWG delegates for the Ageing Report projections, although
overlaps are not always reported. By definition, there is no overlap between the two types of in-
kind care, home care and institutional care (8%), but an overlap between in-kind and cash benefits is
possible. For example, a recipient of publicly financed home care in their own home can also receive
cash benefits with which they may finance additional care or pay for the co-payments of their home
care. However, the data on each type of care tends to be collected and managed separately by
different public bodies or government departments and, as a result, people who receive both in-kind
and cash benefits may be counted twice if we simply add up the number of recipients of in-kind
benefits to the number of recipients of cash benefits. In fact, out of the countries that have cash

(8) ADL include eating, bathing, washing, dressing, getting in and out of bed, getting to and from the toilet and continence
management.

(88) 1ADL include shopping, laundry, vacuuming, cooking and performing housework, managing finances and using the telephone.

(8) Institutional care is provided in a care institution where the recipient resides. Home care is provided in the private home of
the care recipient.
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benefits, only a minority (DE, ES, LU, FI, SE, BG, HR, S| and SK) have reported data on the extent of the
overlaps with in-kind care.

The data collected for the Ageing Report therefore provides an estimate of key
characteristics of LTC systems, such as how much public money is spent on LTC, how many
dependents are covered and what quantity of benefits is provided to each of them. In this
context of incomplete and fragmented publicly available data, this is therefore a critical value added of
the Ageing Report projection exercise. This data is then used for analysis of the accessibility, adequacy,
quality, coverage and cost-effectiveness of LTC systems in the European Semester, as well as by
independent academic researchers. The statistical annex to the report contains projections and base
year data for dependents, recipients and expenditure by care setting. Annex Ill explains the approach
used to build this dataset from public data sources as well as the submissions of Ageing Working
Group delegates.

Demand for publicly financed LTC is expected to increase over the projection period. In order
to project LTC expenditure, two factors need to be taken into account. First, the ageing of the
population, if not accompanied by a compensating improvement in health status and reduced
disability, leads to an increase in the number of dependent elderly and therefore of LTC needs. Second,
LTC systems in EU Member States often rely heavily on informal care provided free of charge by
relatives and friends, most often women (*°), of the dependent person. Over time, the availability of
this informal care is likely to decline due to societal trends. Finally, as countries become richer, the
population becomes more likely to demand better quality and more accessible long-term care.

Anticipating future trends in LTC spending is essential in order to devise appropriate
policies, notably to ensure that the increased demand can be met by services that are
accessible, of good quality and sustainable over the long term. Improving the efficiency of LTC
systems is necessary in order to respond to the increasing need for care. Interventions to achieve this
can include improving governance, targeting care at those that need it most and can least afford to
pay it, ensuring availability of carers, supporting informal carers, as well as health promotion and
rehabilitation. (°!)

(®°) Women tend to be the main providers of informal LTC. See Gender Equality Index 2019.
(°}) See Joint Report on Health Systems and Long-Term Care systems (2016) for a more in-depth discussion.
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3.2. DETERMINANTS OF LONG-TERM CARE EXPENDITURE

3.2.1. Overview

Public expenditure on LTC is dependent on several factors that affect both the demand and
supply of these services. They include the dependency status of the population (itself driven by
social, epidemiological and demographic factors), the model of LTC provision (organisation and
financing of the system, which shape the mix between publicly financed formal care (the focus of this
report), privately-finance formal care and informal care) and availability of human resources. Economic
growth also plays a role, as does the progress in medical science and the development and use of new
technologies.

3.2.2. Demographic structure of the population

The ageing of the population is associated with expected increases in dependency. This is the
result of the demographic transition from ageing baby boom cohorts, as well as of the increase in life
expectancy and low fertility rates. The increasing number of old and very old people is likely to lead to
an increase in the number of people who will need and receive LTC. The prevalence of physical or
mental disability increases with age (especially with very old age groups, 80+) and, in many cases, can
lead to dependency, as shown on Graph 1.3.3. The impact of life expectancy changes on the link
between ageing and dependency is explored further in the next section.

The relationship between unit costs of long-term care and age is not straightforward and,
as a result, population ageing affects LTC spending mainly through increases in the number
of dependent people. LTC costs per recipient have a complex interaction with age. First, the
dependent population can be split into the young disabled population (a minority, but in some cases
with greater dependency and high costs per head) and the elderly population (the majority, with
typically an increase in dependency as age increases), with different care needs. Therefore, the cost of
care does not necessarily increase linearly with age across the whole population. Then, the progression
in dependency for old age recipients may, in some cases, not be reflected in an increase in the average
age-cost profiles for a specific benefit. Rather it may instead be associated with a shift between
different care settings (for example from home care to institutional care). Finally, the institutional set-
up of LTC systems also has a strong impact on age-cost profiles. LTC systems with very limited
coverage generally focus only on those people who have the greatest need, for instance those who are
young and heavily disabled. Therefore their age-cost profile may show very high cost for the young
and very low cost for the elderly, as the system provides very little LTC for the elderly. In contrast
countries with comprehensive LTC systems will provide coverage for both the young disabled and the
elderly and may show an age-cost profile that relates more closely to the relative cost of providing
care for each age-group. In conclusion, LTC age-cost profiles do not necessarily increase with age and
are therefore not the main way in which ageing affects expenditure on long-term care.

3.2.3. Dependency rates - developments in health status

The need for long-term care does not arise from ageing itself, but it is instead a
consequence of disability, sickness or frailty (°>) causing dependency on others. All else being
equal, the number of dependent people is expected to increase as the number of elderly people rises.
As shown in the previous section, dependency rates are higher for older age groups. Therefore, if
dependency rates for each age group stay constant, the number of people with dependency issues
increases with the ageing of the population.

(°%) For an example of the link between frailty and need for LTC, see Campitelli et al. (2016).
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It should also be noted that dependency does not equate disability. Disability relates to a
functional impairment of an individual. Dependency relates instead to the inability to perform ADLs
and IADLs and therefore requiring some external assistance. Disability is the cause of dependency, but
not every form of disability leads to dependency. There are many people with some form of disability
who can lead completely independent lives without the need for care services. Legislation to make
society more inclusive can increase the degree to which this is possible.

For the purpose of these projections, EU-SILC data on “severe self-perceived longstanding
limitation in activities because of health problems [for at least the last 6 months]” is used
to estimate dependency at different ages. This indicator is considered an adequate measure of
dependency and is available for all EU Member States and Norway for people aged 15+ and by age
group. To reduce the volatility of the data, a four-year average is used and periods affected by
structural breaks are excluded. In addition, data from the ad-hoc 2017 EU-SILC survey focusing on
children (featuring an adapted GALI indicator for children and babies, see Eurostat (2017) for more
details) is used to supplement this data for age-groups below 16. For those countries that were not
covered by this survey (the Netherlands, Denmark, Slovenia. Finland, Sweden and Norway), the same
methodology as in the 2021 Ageing Report has been followed and the four-year average dependency
rate for the 16-19 age-group has been applied to this younger age-group. As the EU-SILC survey is
only sent to private homes, it does not include institutional care recipients. To correct this, in the model
the number of care recipients in care homes reported by Ageing Working delegates on the basis of
national administrative data are added to the figures shown in Graph 1.3.3 to provide a more accurate
estimate of the dependent population. The focus on severe disabilities is a way of reducing noise due
to this being a self-reported indicator, although it does mean that coverage can occasionally go above
100% for countries that have comprehensive systems that also cover less severe forms of
dependency.

Graph 1.3.3: Median dependency rates by age group for EU, based on EU-SILC
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The dependency rates are based on EU-SILC data on “self-perceived longstanding severe limitation in activities because of health problems [for at
least the last 6 months]”. 2016-2019 (base year) average, 2017 values used for ages below 16 where available.
Source: European Commission, EPC.

Life expectancy developments affect the extent to which ageing leads to increased
dependency in the population. Ageing of the population is the result of both reduced birth rates and
increased longevity (i.e. increased life expectancy). If the extension of longevity leads to a delay in the
onset of disability, it can be associated with reduced dependency rates for each age group. If however,
the extension of longevity is achieved by extending the period spent in disability, it will lead to an
increase in disability and dependency. Recent empirical research has not come to a clear conclusion
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regarding this question. Some evidence suggests that specific causes of disability may become more
prominent with increasing age. (**) In contrast, some studies have noted that the increase of life
expectancy can lead to a postponement in the incidence of severe disability, leading to a reduction in
the prevalence of severe disability for some age-groups. (°*) Finally, these overall trends may mask
differential impacts according to socio-economic gradients. A recent paper finds that the extent to
which additional years of life result in increased or reduced disability can depend on education
levels. (%)

3.2.4. Patterns of long-term care provision

Whether a country relies mainly on formal care or informal care and the setting in which
care is provided are determinants of public expenditure on LTC. All EU Member States are
involved in either the public provision and/or financing of formal LTC services (delivered by care
assistants who are paid under some form of employment contract), although the degree to which this
is the case varies across EU Member States.

Graph 1.3.4: Coverage of in-kind care by country (% of the estimated dependent population), base year
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In-kind care includes home care and institutional care.
Source: European Commission, EPC.

The breadth of coverage of total in-kind care and between home and institutional care
varies largely across EU countries. Given the potential overlaps between cash benefits and in-kind
benefits (institutional care and home care), the model considers the coverage of each care setting
separately. Graphs 1.3.4 and 1.3.5 show the coverage for in-kind care (institutional care + home care)
and cash benefits respectively. (*®) As explained above, the estimated coverage of the dependent
population by in-kind care is very high for several EU Member States and even above 100% for Malta
and the Netherlands, due to the fact that very comprehensive LTC systems cover not only severe
disability but also less severe forms of disability.

(°®) Heger and Kolodziej (2016).

Lindgren (2016).

Sundberg et al. (2023).

If we divide the number of recipients for each care setting as a proportion of the dependent population estimated by using
EU-SILC, adjusted to include institutional care recipients (as described in the previous section), we can calculate the coverage
of the public LTC system.

4
(95
(96
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Graph 1.3.5: Coverage of cash benefits by country (% of the dependent population), base year
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The above discussion focuses on coverage of LTC that is at least partly publicly funded.
However, a large proportion of LTC in the EU is actually provided by informal carers such as family
members and friends — mainly spouses and children. Informal care is in principle not paid and there is
no formalised contract, even though an informal caregiver may receive income transfers and, possibly,
some payments from the person receiving care. Although it substitutes publicly funded LTC, it should
be noted that there are ‘opportunity costs’ derived from informal care: the impact on labour market
and productivity, as well as on carers' health status itself.

3.2.5. Care supply - availability of human resources

This report makes the same technical assumption as in the 2021 Ageing Report as regards
the definition of dependent people. In the 2024 Ageing Report, as in previous reports, it is assumed
that all those receiving home care, institutional care or cash benefits are dependent and that all
persons deemed dependent receive either home care, institutional care, cash benefits or informal care.

Since labour is the main input when providing LTC (*’), we focus on the workforce as a key
factor in the projections. The formal care workforce is often associated with low pay and
demanding working conditions, which leads to relatively high staff turnover and staff shortages in
some countries. In the future, population ageing will mean there will be fewer people of working age
and education trends may lead to a decline in the size of the low-skilled workforce (which may be
relevant for some home-care services), potentially increasing staff shortages. This workforce scarcity,
combined with higher demand for formal provision of LTC may increase wages in the sector. While it is
possible that the scarcity of the workforce may also constrain the supply of care, the increase in wages
in the sector means that the lack of workers is still likely to be a driver of expenditure. As the cost of
LTC is dominated by labour costs, changes in wage rates of LTC workers are likely to strongly influence
future costs of LTC.

Member States with more comprehensive LTC service provision have attempted to deal with
staff shortages by developing policies to attract migrants. Differences in pay and working
conditions among Member States influence the inflow of migrant workers, who are mainly female.
However, while this can help mitigate short-term shortages, the extent to which migrants may
compensate for staff shortages in the longer term is unclear (particularly if high turnover persists),
while they may generate staff shortages elsewhere.

(°7) This may be challenged by digitalisation in the future, although its relatively low current use in the field of LTC makes it
difficult to make assumptions about future trends.
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Another important factor considered in the projections is developments concerning informal
care. The latter influence (formal) long-term care projections, through substitution effects. For those
dependents that do not receive (publicly financed) formal care (in kind or in cash), it is assumed that
they receive informal care or privately funded care. Two dimensions should be taken into account in
this respect: the future availability of potential informal carers and their propensity to provide care.

o Availability of potential informal caregivers: The future availability of potential informal carers is
determined amongst other factors by the distance between care recipients and their relatives (i.e.
co-residence or geographical proximity), as well as the future numbers of people who will be living
with their spouse (the spouse tends to be the prime provider of long-term care in many cases) or
other potential carers.

e Propensity to provide care: The propensity to provide informal care will also be affected by labour
market participation (particularly that of women, who tend to be the main carers at present), as
well as the ability/willingness of potential carers to provide care.

Following current trends, increasing labour participation by women and new family
structures may mean that providing informal care may become more difficult. Similarly, the
ability to provide care is likely to decrease due to population ageing as spouses, children and relatives
themselves become older and frailer. It should be noted that providing care might have negative
consequences for the carer in cases of intensive caring: there may be a negative impact on the carer's
health status, reducing their ability to care and to participate in the labour market. (%)

In summary, the current institutional arrangements for the provision and financing of LTC
by the public sector may be under strong pressure in the future, if the availability of
informal carers and their propensity to provide care diminish. The impact is nevertheless
uncertain and depends on whether informal and home care are complements or substitutes. In case of
complementarity, a decreasing supply of informal carers will reduce the demand for home care,
increasing the demand for residential care. This is because a lack of informal carers will force
dependents to move to institutional care. If informal care is a substitute for formal home care, a
shortage of informal carers could lead to an increase in demand for home care. Recent evidence from
a group of EU countries suggests that informal care and home care are indeed substitutes, although
the extent to which this is the case depends on the country. (°°)

3.2.6. Accounting for country-specific policies

LTC policy reforms may change the projected path of LTC expenditure through a variety of
channels. While some of the reforms may have a fiscal impact in the short term already, such as
wage increases of care personnel or budget caps, others may have a long-term impact, such as
changing care protocols or the eligibility criteria to receive LTC benefits. The impact of these reforms
on future LTC expenditure is explicitly modelled in this projection exercise and discussed further in
Section 3.3.3. In addition, institutional specificities in France, Germany and Slovenia are an important
determinant for projecting LTC expenditure. Their implementation in the projections is described in
Section 3.3.4.

(%®) See OECD (2011).
(%) Bremer P. et al. (2017).



Part |

Long-term projections of age-related expenditure

3.3. OVERVIEW OF THE PROJECTION METHODOLOGY

3.3.1. The model

The macro-simulation model used in this projection exercise captures the effect of
demographic and non-demographic variables on future public expenditure on long-term
care. The model includes many of the described drivers of care, based on data availability
considerations. (1°°) In the 2024 Ageing Report, as in previous editions, baseline projections are run and
complemented by a series of alternative scenarios and sensitivity tests, given inherent uncertainty
surrounding long-term projections. This sensitivity analysis considers changes to the key drivers of LTC
spending, in particular:

e Population projection: the future number of elderly people (through changes in the population
projections used);

e Dependency ratio: the future number of dependent elderly people (changes to the prevalence rates
of dependency);

e Age-related expenditure profiles: the share/relevance of formal provision (assuming a given shift in
demand or exogenous changes in the availability of informal carers); the share/relevance of home
care and institutional care within the formal care system;

e Unit cost development: the unit costs of care;

e Elasticity of demand: As countries become richer, they are likely to spend a larger proportion of
their GDP on long-term care, in particular those that do not have a comprehensive long-term care
system.

This macro-simulation model splits the whole population into groups that are assigned
certain characteristics (e.g. age, gender, per capita expenditure, health status, type of care/support).
Changes in the (relative) size or features of these groups lead to expenditure changes over time. A
schematic presentation of the methodology can be found in Graph 1.3.6. A more detailed description
can be found in Annex Il

As in past exercises, the baseline ('*') rests on a plausible set of assumptions regarding
underlying variables and is the main output of the projection exercise. The baseline relies on a
no-policy change assumption, meaning that only legislated measures are taken into account, while
future changes in government policy are not considered. (1°2) In other words, any potential future
institutional or legal changes to the financing and organisation of long-term care systems are not
reflected in the projections, except for policies which (i) are specified in sufficient detail and (ii) have
been adopted or at least credibly announced.

(19 The methodology for running the long-term expenditure projections is explained in detail in Chapter 3 of Part Il in Volume |
of the 2024 Ageing Report.

(1) Referred to as ‘AWG reference scenario’ in previous reports.

(199) 1t is implicitly assumed that the eligibility requirements do not change, as the proportion of persons covered is kept constant.
Therefore, the supply of LTC will follow any related changes in demand.
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Graph 1.3.6: Schematic presentation of the projection methodology
Sources of fuZ?;:;Zn EUSILC Member States, Eurostat SHA, iuacrjepggzandc
data: PP s ESSPROS !
projections assumptions
Age /ge.ndzr- A ge / gender-specific Total public expendifure on
specific expenditure profiles and numbers of lono-term care
dependency rates recipients o
l l Public spending on
! l 1 finstitutional care
Formal care Unit cost of care +
- th th
aiiome arnome Public spending on
Population Disability rate of Formal care Unit cost of care "Unit cost" = Home care
Input data: * o 1 [ v S e m
projections the population in institutions in institution development .
s | Cash benefits Unit cost of care Public spending Cash
cash benefits Benefits
Alternative  Scenarios on Scenarios on Scenarios on Scenarios on unit
scenarios:  demography health status patterns of care costs

- As in 2021, the projections need to be viewed in the context of the overall projection exercise. Consequently, the common
elements of all scenarios will be the population projections provided by Eurostat and the baseline assumptions on labour force
and macroeconomic variables agreed by the Commission and the EPC-AWG. The age and gender-specific per capita public
expenditure (on long-term care) profiles are provided by Member States. They are applied to the demographic projections
provided by Eurostat to calculate nominal spending on long-term care.
- This schematic representation shows the methodology for projecting long-term care benefits. Total public expenditure on long-
term care is the sum of public expenditure on long-term care in-kind benefits plus public expenditure on long-term care cash

benefits.

Source: European Commission, EPC.
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indexation assumptions**

In-kind: GDP per hours
worked;
cash benefits: GDP per
capita. Country-specific
indexation assumptions**

In-kind: GDP per hours
worked;
cash benefits: GDP per
capita. Country-specific
indexation assumptions**

In-kind: GDP per hours
worked;
cash benefits: GDP per
capita. Country-specific
indexation assumptions**

In-kind: GDP per hours
worked;
cash benefits: GDP per
capita. Country-specific
indexation assumptions**

Elasticity of
demand

1 for top expenditure
quartile MS in 2022; for
rest 1.1 in 2022,
converging to 1 by 2070

1 for top expenditure
quartile MS in 2022; for
rest 1.1 in 2022,
converging to 1 by 2070

1 for top expenditure
quartile MS in 2022; for
rest 1.1 in 2022,
converging to 1 by 2070

1 for top expenditure
quartile MS in 2022; for
rest 1.1 in 2022,
converging to 1 by 2070

1 for top expenditure
quartile MS in 2022; for
rest 1.1 in 2022,
converging to 1 by 2070

1 for top expenditure
quartile MS in 2022; for
rest 1.1 in 2022,
converging to 1 by 2070

*Called ‘AWG reference scenario’ in previous reports.

**Unit cost development for the baseline also includes different country-specific assumptions for France, Germany and Slovenia.
Source: European Commission, EPC.
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3.3.2. Description of the baseline and the alternative scenarios

The scenarios for the Ageing Report 2024 are centred around the baseline. Alternative
scenarios then explore the impact of changing different key assumptions on the baseline. Finally, in
line with all age-related expenditure items in the Ageing Reports, key demographic and macroeconomic
assumptions are also stress-tested. The scenarios for the Ageing Report 2024 are described below.

This is a departure from previous Ageing Reports, in which the baseline and risk scenario
were calculated according to the same methodology, but the other scenarios were
variations of the ‘base case scenario’ instead of the baseline. The new methodology increases
the transparency of the long-term care projections and the consistency with the approach used for
other expenditure items (e.g. pension and education spending).

3.3.2.1. The baseline

The baseline is the central scenario and is used for EU fiscal surveillance and the European
Semester. The main assumptions are described below:

e Population projections: this scenario uses the baseline population projections of Eurostat.

e Dependency ratio: It assumes that half of the projected longevity gains up to 2070 would be spent
in good health and free of disability/dependency.

o Age-related expenditure profiles: age-cost profiles are kept constant over the projection period.

e Public coverage: The shares of the older disabled population who receive either informal care, cash
benefits, formal care at home or institutional care that is provided or financed by the public sector
are kept constant over the projection period.

e Unit cost development: Unit costs are indexed according to GDP per hour worked in case of LTC
services and to GDP per capita in case of cash benefits. Indeed, there exists a current imbalance of
care mix, with a relative deficit of formal care provision. Furthermore, this sector is highly labour-
intensive and productivity gains due to technology are difficult to achieve. Therefore, public
expenditure on long-term care is expected to be rather more supply- than demand-driven. For that
reason, GDP per worker (which is also assumed to reflect wage evolution in all sectors, including in
the care sector), rather than GDP per capita was chosen as the main driver of unit costs. Country-
specific indexation assumptions were used for Member States with specific legislation on long-term
care expenditure, i.e. Germany, France and Slovenia.

e FElasticity of demand: As countries become richer, they are likely to spend a larger proportion of
their GDP on long-term care (OECD (2011)). This is modelled in the baseline by including the
assumption that income elasticity starts at 1.1 in 2022, falling to 1 by the end of the projection
period for those countries that were below the first quartile in terms of expenditure on LTC as a
proportion of GDP.

3.3.2.2. No healthy ageing scenario

The ‘no healthy ageing scenario’ is identical to the baseline with the exception of its
assumption on the dependency status. It assumes that the disability status of the population of a
certain age will not improve despite increases in life expectancy. Although life expectancy is expected
to improve, this scenario assumes that the proportion of any specific age-group that are disabled will
be the same in 2022 as in 2070. This means, for example, that even if life expectancy increases by
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two years by 2070, the proportion of 80-year-olds that are disabled will be the same in 2022 as in
2070.

Those constant shares are then applied to the projected changes in the dependent
population. (%) Since the prevalence of dependency is kept constant over the projection period, the
dependent population evolves precisely in line with the total elderly population. This implies that, in
practice, none of the gains in life expectancy translate into an improvement of health. Arguably, it is a
pessimistic scenario with respect to disability status, since it assumes that average lifetime
consumption of LTC services will increase over time. It is otherwise identical to the baseline.

3.3.2.3. Healthy ageing scenario

This scenario assumes different trends in the dependency ratio compared with the baseline.
Inspired by the so-called ‘dynamic equilibrium hypothesis’, it is analogous to the healthy ageing
scenario performed in the framework of health care expenditure projections. The age-gender specific
dependency rates are shifted in line with changes in life expectancy (e.q. if life expectancy for 80-year-
old women has increased by 2 years by year 2070, then the proportion of 80-year-old women with
dependency in 2070 will be that of 78-year-old women today). This results in a gradual decrease over
time in the prevalence of disability for each age cohort. Lower dependency rates translate in lower
demand for and therefore lower expenditure on LTC services for each age group. It is otherwise
identical to the baseline.

3.3.2.4. Coverage convergence scenario

This scenario illustrates the hypothesis that pressure for increased public provision and
financing of LTC services may grow substantially in the coming decades, leading to an
expansion in coverage. It assumes that economic convergence across Member States, the exchange
of best practices and growing expectations of the populations, will drive an expansion of publicly
financed formal care provision into groups of population that have not been covered by the public
programmes so far. This is most relevant for Member States where the bulk of LTC is currently
provided informally. This is modelled as convergence in the provision of in-kind formal care. This
scenario should be considered as a policy-change scenario, as it assumes a considerable shift in the
current LTC provision policy, while aiming to take into account the high diversity of country-specific
current care mix. It is otherwise identical to the baseline.

3.3.2.5. C(ost convergence scenario

This scenario explores the impact of increased pressure for LTC services on the unit costs
of care. Similarly to the level of coverage, there is a great deal of variation in the unit costs of care
across Member States, which are a proxy for the variations in the quantity and quality of care provided
to recipients. The ‘cost convergence scenario’ is meant to capture the possible effect of a convergence
in real living standards (which emerges from the macroeconomic assumptions) on LTC spending. It is
otherwise identical to the baseline.

3.3.2.6. Risk scenario

The risk scenario combines the coverage and cost convergence scenarios. It is intended to
capture the impact of cost drivers additional to demography and health status, i.e. the likely effect on
LTC expenditure of a convergence in real living standards.

(19%) Of all ages, although the main contrast with the baseline will be in the elderly age-groups where dependency rates are
highest.
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Table 1.3.2:  Reforms and other legislated measures submitted by Member States

Bulgaria Expansion of LTC services

Czechia CovID measures, ‘building r_esidential care homes, buying low-emissions vehicles for
carers and increasing capacity of home care

Germany Reduction in institutional care co-payments

Estonia Institutional care salary increases to improve recruitment

France Compensation for inflation and improvement of in-kind benefits

Croatia Measures to reduce impact of energy price increases and other LTC system reforms

Italy Constant nominal expenditure path (2023-2026)

Portugal Expansion of LTC services

Slovenia New Personal Assistance Act, new long-term care act one-off COVID measures and

salary increases

Slovakia Increase in cash benefits

Source: European Commission, EPC.

3.3.3. Country-specific policy reforms

A number of policy measures in LTC have been adopted over the past years, with a recent
acceleration linked to the COVID-19 crisis. In the past years, many countries have undertaken
policy reforms in LTC to improve their performance in terms of fiscal sustainability, accessibility and/or
quality. Additionally, the COVID-19 crisis has had a significant impact on the LTC sector since 2020.
This has required additional investment, for instance to provide Personal Protective Equipment (PPE) to
staff, testing of staff and carers, increases in wages and capacity, etc. The impact of the COVID-19
crisis on LTC spending, whether one-off or permanent, is reflected in the projections where possible. It
should however be noted that these measures are fewer and typically relatively smaller than for
health care, partly because some of these measures may have been financed from health care rather
than LTC budgets.

Some Member States have submitted LTC reforms that take place over the projection
period. These include, in several countries, an increase in salaries to compensate workers for inflation
or energy prices or to improve recruitment due to staff shortages. Several countries (including Bulgaria,
Czechia, Germany, France, Portugal, Slovenia and Slovakia) are also planning improvements in the
coverage and quality of care. And, finally, Italy has legislated a constant nominal growth path for
public long-term care expenditure until 2026.

Table 1.3.2 sets out the approved reforms reported by Member States for this report. It shows
that 10 countries provided information regarding the budgetary effects of policy reforms. In all cases,
the impact of reforms was modelled as a percentage change of long-term care expenditure relative to
the base year of projections, differentiated for the areas of institutional care, home care and cash
benefits where applicable. One-off expenditures that only apply during a brief period of time (as is the
case for many of the COVID-19 reforms) therefore affect the path of expenditure projection for that
country in the years in which the measures apply but not the overall long-term projections.

3.3.4. Accounting for institutional specificities

Institutional specificities have been considered for some countries, notably to reflect the
presence of mandatory substitutional private health and long-term care insurance. As
described in the health care chapter, in Germany, 89% of the population was insured by Social Health
Insurance schemes (SHI) in 2022, with the remainder insured by mandatory substitutional Private
Health Insurance schemes (PHI). To account for the existence of a mandatory substitutional PHI, the
population projections used in the model are adjusted downwards to equal the number of people
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insured in SHI in the base year of projections. Similarly, public expenditure projections for Germany
include government and social health insurance schemes expenditure but exclude compulsory private
health insurance schemes expenditure.

In addition, it is assumed that ageing will be less pronounced in the projected SHI part of
the population than the respective PHI part of it. This approach, applied also in previous Ageing
Reports, is based on the younger present age structure of PHI and the current legislative set-up, which
heavily restricts opting out from private health insurance to social health insurance. This implies a
reduced burden of ageing within the SHI scheme in future. Furthermore, it is assumed that the share of
the privately insured among the total population will increase faster than the share of the insured
under the public insurance scheme, adding to the estimated reduced ageing effect of the population
covered by SHI. Together, these assumptions imply a reduction of the population figures to roughly
89% in 2022 to account only for those covered by SHI and a further relative reduction in older age
groups by 2070.

Additionally, several EU MS have specific legislation to regulate the indexation of LTC
benefits. The impact of country-specific legislation has been taken into account in the Ageing Report
baseline.

e In the case of Germany, this relates to the impact of German legislation on the ceiling of LTC
expenditure. According to the standard assumptions (explained below), unit costs are indexed to
GDP per hours worked or GDP per capita. Under current rules in Germany, both in-kind and cash
long-term care benefits are indexed to prices. With contribution rates indexed by inflation, LTC
expenditure shares would be almost unchanged until 2070. The difference between the amounts
financed by the State and the costs of long-term care are either recovered by private insurance or
are paid by the beneficiaries themselves. The German government is required by law to check every
three years the need and extent of adjusting LTC benefits according to inflation.

e For France, this relates to the fact that the majority of cash benefits are legislated to be indexed
according to prices.

e For Slovenia, this relates to the fact that all cash benefits are legislated to be indexed according to
prices.

Although this legislation binds these states to these indexation methodologies, there are
limits to the extent to which it can be taken into account in the projection. In an extreme case,
indexing all benefits to prices for the duration of the projection period could lead to a noticeable
reduction in long-term care expenditure as a share of GDP and in per capita terms compared to the
standard assumptions. This would represent a relatively extreme scenario in the sense that it would
represent a significant reduction in the public financing of long-term care.

To account for this legislation and the financial precaution principle while preserving the
realism of the projections, the following assumptions are used for the baseline projections
in the 2024 Ageing Report:

e For Germany, 2/3 of in-kind benefit expenditure are indexed in line with the Ageing Report standard
assumptions and the remaining 1/3 in line with prices. For cash benefits, 2/3 of expenditure are
indexed in line with prices and the remaining 1/3 in line with Ageing Report standard assumptions.
This applies for the entire projection period.

e For France, price indexation is applied to cash benefit expenditure, with the rest being indexed
according to standard assumptions. This applies for the entire projection period.



e For Slovenia, price indexation is applied to cash benefit expenditure, with the rest being indexed
according to standard assumptions. This applies for the first 10 years of the projection.

Table 1.3.3 shows the quantified impact of these indexation assumptions. It compares the
2024 baseline projections using these country-specific indexation assumptions with alternative
projections using standard indexation assumptions.
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Table 1.3.3:  Projections with country-specific indexation vs standard indexation

Change in 2022-2070

2022 2070

pps in %
DE (standard) 1.9 3.0 1.1 60%
DE AR 2024 1.9 2.3 0.5 25%
FR (standard) 1.9 2.6 0.8 40%
FR AR 2024 1.9 2.6 0.7 38%
SI (standard) 1.0 2.0 1.0 100%
SI AR 2024 1.0 2.0 1.0 94%

Source: European Commission, EPC.
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3.4. PROJECTION RESULTS

3.4.1. Baseline projections

The EU public expenditure on LTC is projected to increase by 0.8 pps of GDP, from 1.7% of
GDP in 2022 to 2.6% of GDP in 2070 in the baseline (see Table 1.3.4 and Graph 1.3.7). This is
equivalent to an increase of expenditure by 48%. The variation in projected expenditures ranges from a
stable overall pattern in Greece to an increase of 3.3 pps of GDP in Denmark. Although, as a proportion
of GDP, the biggest projected increases tend to be observed in Member States that have the highest
levels of expenditure in 2022, the biggest proportional increases are expected in Malta (due mainly to
the interaction of fast population ageing and its steeply increasing dependency as people age) and
Estonia (mainly due to expenditure-increasing policy reforms to tackle staff shortages in institutional
care).

Table 1.3.4: Baseline - projected public expenditure on long-term care (2022-2070; % of GDP)

Change 2022-2070
2022 2023 2024 2025 2026 2027 2028 2029 2030 | 2070
ppPs in %
BE 2.3 2.3 2.3 2.3 2.3 2.4 2.5 2.5 2.5 4.1 1.7 76% BE
BG 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.6 0.6 0.7 0.2 33% BG
cz 1.5 1.5 1.5 1.5 1.5 1.6 1.6 1.7 1.7 2.9 1.4 93% cz
DK 3.0 ol ol B, B BES 87 3.8 3.9 6.2 3.3 109% DK
DE 1.9 1.9 1.9 2.0 2.0 2.1 2.1 2.2 2.2 2.3 0.5 25% DE
EE 0.4 0.5 0.5 0.6 0.6 0.6 0.6 0.6 0.6 1.1 0.7 175% EE
IE 1.2 1.2 1.2 1.2 1.3 1.3 1.3 1.4 1.4 2.6 1.4 112% IE
EL 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.0 4% EL
ES 0.8 0.8 0.8 0.8 0.8 0.8 0.8 0.8 0.9 1.7 0.9 108% ES
FR 1.9 1.9 1.9 1.9 1.9 1.9 2.0 2.0 2.0 2.6 0.7 38% FR
HR 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.6 0.1 26% HR
IT 1.6 1.6 1.5 1.5 .5 1.6 1.6 1.6 1.6 2l 0.5 31% IT
cYy 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.3 0.1 72% cYy
Lv 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.8 0.3 61% LV
LT 1.0 1.0 1.0 1.0 1.0 1.1 1.1 1.1 1.1 1.9 0.9 91% LT
LU 1.1 1.1 1.1 1.1 1.1 ilodl iloil ol il 2] 1.6 142% LU
HU 0.5 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.9 0.4 66% HU
MT 1.2, 1.2 1.2 2 i3 1.3 1.3 1.4 1.4 3.4 2.3 195% MT
NL 3.8 3.8 3.9 3.9 3.9 4.1 4.1 4.2 4.2 5.7 1.9 48% NL
AT 1.6 1.6 1.6 1.6 1.7 .7/ 1.8 1.8 1.8 Sl 1.5 94% AT
PL 0.5 0.5 0.5 0.5 0.6 0.6 0.6 0.6 0.6 1.4 0.9 169% PL
PT 0.5 0.5 0.5 0.5 0.5 0.5 0.6 0.6 0.6 0.9 0.4 97% PT
RO 0.3 0.3 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.7 0.4 113% RO
SI 1.0 1.0 1.0 1.1 1.2 1.2 1.2 1.2 1.2 2.0 1.0 94% SI
SK 1.0 1.0 1.1 1.1 1.1 1.2 1.2 1.2 1.3 2.4 1.4 140% SK
FI 2ol 2l 2.1 2.2 2.2 288 2.4 25 2.5 3.9 1.8 86% FI
SE 3.2 3.2 3.2 3.2 3.2 3.4 3.4 3.4 3.5 4.4 1.3 40% SE
NO 4.0 4.1 4.1 4.2 4.2 4.4 4.5 4.6 4.7 745 3.5 87% NO
EA 1.8 1.8 1.8 1.8 1.8 1.9 1.9 1.9 1.9 2.6 0.8 47% EA
EU 1.7 1.7 1.7 1.7 1.8 1.8 1.9 1.9 1.9 2.6 0.8 48% EU

Source: European Commission, EPC.
The EU and EA averages in all results tables are weighted according to GDP.
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Graph 1.3.7:

Baseline current and projected levels of public expenditure on long-term care (2022-2070; % of GDP)

EL CY HR BG RO LV PT HU EE PL ES LT SI
increase 2022-2070 (pps)

IT DE SK EU

m2022 level (%)

IE EA FR LU CZ AT MT FI

BE SE NL DK NO

Source: European Commission, EPC.

3.4.2. Health status scenarios

Table 1.3.5: No healthy ageing scenario — projected public expenditure on long-term care (2022-2070; % of GDP)
Change 2022-2070
2022 2023 2024 2025 2026 2027 2028 2029 2030 | 2070
ppPs in %
BE| 23 2.3 2.3 2.3 2.3 2.5 2.5 2.5 2.5 4.3 2.0 87% BE
BG| 05 0.5 0.5 0.5 0.5 0.6 0.6 0.6 0.6 0.8 0.3 50% | BG
cz| 15 1.5 1.5 1.5 1.6 1.6 1.7 1.7 1.8 3.1 1.6 108% | cz
DK | 3.0 Bl Bl 3.2 23 3.6 3.7 3.8 3.9 6.6 3.6 122% | DK
DE | 1.9 1.9 1.9 2.0 2.0 2.1 2.2 2.2 2.2 2.5 0.6 35% | DE
EE | 0.4 0.5 0.5 0.6 0.6 0.6 0.6 0.6 0.7 1.2 0.8 192% | EE
IE| 12 1.2 1.2 1.3 1.3 1.3 1.3 1.4 1.4 2.7 1.5 124% | I1E
EL| 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.2 0.0 12% EL
Es| o8 0.8 0.8 0.8 0.8 0.8 0.8 0.9 0.9 1.8 1.0 119% | ES
FR| 1.9 1.9 1.9 1.9 1.9 2.0 2.0 2.0 2.0 2.7 0.9 45% FR
HR| 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.7 0.2 40% | HR
IT| 16 1.6 1.6 1.6 1.5 1.6 1.6 1.6 1.6 2.3 0.7 40% T
cy| o2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.4 0.2 87% | cv
v | o5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.9 0.4 77% Lv
tT| 10 1.0 1.0 1.0 1.0 1.1 1.1 1.1 1.1 2.0 1.1 109% | ot
| 11 11 11 11 11 1.1 1.1 1.1 1.1 2.8 1.7 154% | v
HU| o5 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 1.0 0.5 83% | HU
MT | 1.2 1.2 1.2 1.2 13 13 13 1.4 1.4 3.7 2.6 220% | MT
NL| 38 3.9 3.9 3.9 4.0 4.1 4.2 4.2 4.3 6.1 2.3 59% NL
AT | 1.6 1.6 1.6 1.7 1.7 1.8 1.8 1.8 1.8 3.2 1.7 106% | AT
PL| 05 0.5 0.5 0.5 0.6 0.6 0.6 0.6 0.6 1.5 1.0 188% | pPL
PT | 05 0.5 0.5 0.5 0.5 0.6 0.6 0.6 0.6 1.0 0.5 108% | Pt
RO| 0.3 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.8 0.5 135% | rO
sI| 1.0 1.0 1.0 1.1 1.2 1.2 1.2 1.2 13 2.1 1.1 107% | st
sk | 10 1.0 1.1 1.1 1.1 1.2 1.2 1.3 1.3 2.6 1.6 161% | sk
FI | 21 2.1 2.2 2.2 2.3 2.4 2.4 2.5 2.6 4.2 2.1 99% FI
se | 32 3.2 3.2 3.2 3.3 3.4 3.4 3.5 3.5 4.7 1.6 50% | SE
No | 40 4.1 4.1 4.2 4.3 4.4 4.6 4.7 4.7 8.0 4.0 100% | NO
EA| 18 1.8 1.8 1.8 1.8 1.9 1.9 1.9 2.0 2.8 1.0 57% | EA
EU| 17 1.7 1.7 1.8 1.8 1.8 1.9 1.9 1.9 2.7 1.0 58% | EU

Source: European Commission, EPC.
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Under the ‘no healthy ageing scenario’, EU public expenditure on LTC is projected to
increase by 1 pp of GDP, from 1.7% in 2022 to 2.7% of GDP in 2070 (see Table 1.3.5). This is
equivalent to an increase of expenditure by 58%. The country variation in projected expenditures
ranges from no change in Greece (which already had the smallest expenditure growth in the baseline)
to an increase of 3.6 pps in Denmark (which already had the largest expenditure in the baseline) and,
outside the EU, 4.0 pps in Norway. This represents higher expenditure than the baseline due to the
increased dependency rates in the population leading to greater demand for public LTC services.

Under the ‘healthy ageing scenario’, EU public expenditure on LTC would increase by 0.7 pps
of GDP over the period 2022-2070 (see Table 1.3.6). This represents a 39% increase over the
projection period. This shows that an improved disability status would lead to a considerably lower
increase in expenditure in the future compared with the baseline. Expenditure growth differs greatly
across Member States, although the ranking across them remains relatively stable, with growth being
lower in all countries due to the impact of lower dependency rates.

Table 1.3.6: Healthy ageing scenario - projected public expenditure on long-term care (2022-2070; % of GDP)

Change 2022-2070
2022 2023 2024 2025 2026 2027 2028 2029 2030 2070
pps in %
BE 2.3 2.3 2.3 2.3 2.3 2.4 2.4 2.5 2.5 3.9 1.6 67% BE
BG 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.6 0.1 20% BG
cz 1.5 1.5 1.5 1.5 1.5 1.6 1.6 1.6 1.7 2.6 1.2 79% cz
DK 3.0 3.1 3.1 3.2 3.3 3.5 3.6 3.7 3.8 5.9 2.9 98% DK
DE 1.9 1.9 1.9 1.9 2.0 2.1 2.1 2.1 2.1 2.2 0.3 18% DE
EE 0.4 0.5 0.5 0.6 0.6 0.6 0.6 0.6 0.6 1.0 0.6 159% EE
IE 1.2 1.2 1.2 1.2 1.3 1.3 1.3 1.4 1.4 2.5 1.2 101% IE
EL 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.0 -2% EL
ES 0.8 0.8 0.8 0.8 0.8 0.8 0.8 0.8 0.8 1.6 0.8 97% ES
FR 1.9 1.9 1.9 1.9 1.9 i) i) iLe) 2.0 2.5 0.6 32% FR
HR 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.6 0.1 13% HR
IT 1.6 1.6 1.5 1.5 1.5 1.5 1.5 1.6 1.6 2.0 0.4 22% IT
cY 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.3 0.1 60% cYy
Lv 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.7 0.2 48% LV
LT 1.0 1.0 1.0 1.0 1.0 1.0 1.1 1.1 1.1 1.7 0.8 77% LT
LU 1.1 1.1 1.1 1.1 1.1 1.1 1.1 1.1 1.1 2.6 1.4 131% LU
HU 0.5 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.8 0.3 52% HU
MT 1.2 1.2 1.2 1.2 1.3 1.3 1.3 1.3 1.4 3.2 2.0 171% MT
NL 3.8 3.8 3.9 3.9 3.9 4.0 4.1 4.1 4.2 5.3 1.5 39% NL
AT 1.6 1.6 1.6 1.6 1.7 1.7 1.7 1.8 1.8 2.9 1.3 83% AT
PL 0.5 0.5 0.5 0.5 0.5 0.6 0.6 0.6 0.6 1.3 0.8 150% PL
PT 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.6 0.6 0.8 0.4 85% PT
RO 0.3 0.3 0.3 0.4 0.4 0.4 0.4 0.4 0.4 0.7 0.3 93% RO
SI 1.0 1.0 1.0 1.1 1.1 1.2 1.2 1.2 1.2 1.9 0.8 83% SI
SK 1.0 1.0 1.0 1.1 1.1 1.1 1.2 1.2 1.2 2.2 1.2 120% SK
FI 2.1 2.1 2.1 2.2 2.2 2.3 2.3 2.4 2.5 3.7 1.6 74% FI
SE 3.2 3.2 3.2 3.2 3.2 3.4 3.4 3.4 3.4 4.2 1.0 33% SE
NO 4.0 4.1 4.1 4.2 4.2 4.4 4.5 4.6 4.6 7.1 3.1 76% NO
EA 1.8 1.8 1.8 1.8 1.8 1.9 1.9 1.9 1.9 2.4 0.7 39% EA
EU 1.7 1.7 1.7 1.7 1.8 1.8 1.8 1.8 1.9 2.4 0.7 39% EU

Source: European Commission, EPC.
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3.4.3. Policy changes in cost and coverage

Results of three policy-change scenarios are presented and discussed here. These capture
varying assumptions of changing costs and coverage of LTC as described in Section 3.3.2.

Under the ‘coverage convergence scenario’, EU public LTC spending is projected to increase
by 1.6 pps of GDP on average in the EU over the period 2022-70 (see Table 1.3.7). This much
higher projected increase vis-a-vis the baseline is the result of an increased coverage of dependent
individuals, especially in countries where the coverage of the dependent population is lowest compared
to the EU average, such as Poland and Portugal.

Table 1.3.7:  Coverage convergence scenario - projected public expenditure on long-term care
(2022-2070; % of GDP)

Change 2022-2070
2022 2023 2024 2025 2026 2027 2028 2029 2030 | 2070
ppPSs in %
BE 2.3 2.3 2.3 2.3 2.3 2.4 2.5 2.5 2.5 4.1 1.7 76% BE
BG 0.5 0.5 0.5 0.5 0.6 0.6 0.6 0.6 0.6 2.1 1.6 301% BG
cz 1.5 1.5 1.5 1.5 1.5 1.6 1.6 1.7 1.7 2.9 1.4 93% cz
DK 3.0 3.1 3.1 3.2 3.3 3.6 3.7 3.8 3.9 6.6 3.6 122% DK
DE 1.9 1.9 1.9 2.0 2.0 2.1 2.2 2.2 2.2 2.4 0.5 27% DE
EE 0.4 0.5 0.6 0.6 0.6 0.6 0.7 0.7 0.7 2.1 1.7 420% EE
1E 1.2 1.2 1.2 1.2 1.3 1.3 1.3 1.4 1.4 2.6 1.4 112% IE
EL 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.3 0.2 109% EL
ES 0.8 0.8 0.8 0.8 0.9 0.9 0.9 0.9 1.0 3.3 2.5 308% ES
FR 1.9 1.9 1.9 1.9 2.0 2.0 2.0 2.1 2.1 4.0 2.1 110% FR
HR 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.6 1.0 0.5 89% HR
IT 1.6 1.6 1.5 1.5 .5 1.6 1.6 1.6 1.6 20 0.6 38% IT
cY 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.4 0.2 114% cY
LV 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.6 1.2 0.8 157% Lv
LT 1.0 1.0 1.0 1.0 1.0 1.1 1.1 1.1 1.1 1.9 0.9 91% LT
LU 1.1 1.1 1.1 1.1 1.1 1.1 1.2 1.2 1.2 3.7 2.6 235% LU
HU 0.5 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.7 2.0 1.4 260% HU
MT 1.2 1.2 1.2 1.2 1.3 1.3 1.3 1.4 1.4 3.5 2.3 201% MT
NL 3.8 3.8 3.9 3.9 3.9 4.1 4.1 4.2 4.2 5.7 1.9 50% NL
AT 1.6 1.6 1.6 1.6 1.7 1.7 1.8 1.8 1.8 3.1 1.5 94% AT
PL 0.5 0.5 0.6 0.6 0.6 0.6 0.7 0.7 0.8 4.4 3.8 730% PL
PT 0.5 0.5 0.5 0.6 0.6 0.7 0.7 0.8 0.8 9.0 8.5 1859% PT
RO 0.3 0.3 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.8 0.5 132% RO
SI 1.0 1.0 1.0 1.1 1.2 1.2 1.2 1.3 1.3 2.3 1.3 126% SI
SK 1.0 1.0 1.1 1.1 1.1 1.2 1.2 1.2 1.3 2.4 1.4 140% SK
FI 2.1 2.1 2.2 2.2 2.3 2.3 2.4 2.5 2.5 4.0 1.9 93% FI
SE 3.2 3.2 3.2 3.2 3.3 3.4 3.4 3.5 3.5 4.7 1.6 49% SE
NO 4.0 4.1 4.1 4.2 4.2 4.4 4.5 4.6 4.7 745 3.5 88% NO
EA 1.8 1.8 1.8 1.8 1.8 1.9 1.9 1.9 2.0 3.2 1.4 81% EA
EU 1.7 1.7 1.7 1.8 1.8 1.9 1.9 1.9 1.9 3.3 1.6 89% EU

Source: European Commission, EPC.
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Under the ‘cost convergence scenario’, EU public expenditure on LTC is projected to increase
by 1.8 pps of GDP from 2022 up until 2070 (see Table 1.3.8). These results are due to the impact
of an increased cost per user of LTC services, assumed to be the result of economic convergence and
higher population expectations in terms of care quality and adequacy. In an equivalent way to the
‘coverage convergence scenario’ convergence is particularly strong for countries that have relatively
low unit costs, such as Cyprus and Greece.

Table 1.3.8: Cost convergence scenario - projected public expenditure on long-term care (2022-2070; % of GDP)

Change 2022-2070
2022 2023 2024 2025 2026 2027 2028 2029 2030 2070
pps in %
BE 2.3 2.3 2.4 2.4 2.4 2.5 2.6 2.6 2.7 6.2 3.9 169% BE
BG 0.5 0.5 0.5 0.5 0.5 0.6 0.6 0.6 0.6 1.4 0.8 159% BG
cz 1.5 1.5 1.6 1.6 1.6 1.7 1.7 1.8 1.8 4.4 2.9 199% cz
DK 3.0 3.1 3.1 3.2 3.3 3.5 3.7 3.8 3.9 6.3 3.3 110% DK
DE 1.9 1.9 1.9 2.0 2.1 2.2 2.2 2.3 2.3 3.2 1.4 74% DE
EE 0.4 0.5 0.6 0.6 0.7 0.7 0.7 0.8 0.8 BA5) 3.1 768% EE
IE 1.2 1.2 1.2 1.3 1.3 1.3 1.4 1.4 1.4 3.2 2.0 163% IE
EL 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 1.6 1.4 1033% EL
ES 0.8 0.8 0.8 0.8 0.8 0.9 0.9 0.9 0.9 2.4 1.6 191% ES
FR 1.9 1.9 1.9 1.9 1.9 2.0 2.0 2.0 2.0 Sl 1.2 65% FR
HR 0.5 0.5 0.5 0.5 0.5 0.6 0.6 0.6 0.6 1.5 1.0 187% HR
IT 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.7 1.7 3.0 1.3 82% IT
cYy 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.3 0.3 2.7 2.5 1267% cYy
Lv 0.5 0.5 0.5 0.5 0.5 0.5 0.6 0.6 0.6 1.9 1.4 298% Lv
LT 1.0 1.0 1.0 1.1 1.1 1.2 1.3 1.3 1.4 9.4 8.4 855% LT
LU 1.1 1.1 1.1 1.1 1.1 1.1 1.1 1.1 1.2 3.1 2.0 181% LU
HU 0.5 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.7 1.8 1.2 222% HU
MT 1.2 1.2 1.2 1.2 1.3 1.3 1.4 1.4 1.4 6.3 5.1 438% MT
NL 3.8 3.9 3.9 3.9 4.0 4.2 4.2 4.3 4.4 7.6 3.7 97% NL
AT 1.6 1.6 1.6 1.7 1.7 1.8 1.8 1.9 1.9 4.5 2.9 183% AT
PL 0.5 0.5 0.5 0.5 0.6 0.6 0.6 0.6 0.6 1.6 1.1 208% PL
PT 0.5 0.5 0.5 0.5 0.5 0.6 0.6 0.6 0.6 0.9 0.5 102% PT
RO 0.3 0.4 0.4 0.4 0.4 0.4 0.5 0.5 0.5 3.2 2.9 834% RO
SI 1.0 1.0 1.0 1.1 1.2 1.3 1.3 1.3 1.3 3.7 2.7 262% SI
SK 1.0 1.0 1.1 1.2 1.2 1.3 1.3 1.4 1.4 5.4 4.4 443% SK
FI 2.1 2.1 2.2 2.2 2.3 2.4 2.5 2.5 2.6 5.8 3.7 176% FI
SE 3.2 3.2 3.2 3.2 3.3 3.4 3.4 3.5 3.5 6.0 2.8 89% SE
NO 4.0 4.1 4.1 4.2 4.3 4.5 4.6 4.7 4.8 8.6 4.6 114% NO
EA 1.8 1.8 1.8 1.8 1.9 1.9 2.0 2.0 2.0 3.6 1.8 104% EA
EU 1.7 1.7 1.8 1.8 1.8 1.9 1.9 1.9 2.0 3.6 1.8 105% EU

Source: European Commission, EPC.
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3.4.4. Risk scenario

Under the ‘risk scenario’, EU public spending on LTC would increase by 2.7 pps of GDP over
the period 2022-2070 (see Table 1.3.9). This projected increase - significantly higher than the one
projected in the baseline - captures the possible effect of a cost and coverage convergence in LTC
services across the EU, going beyond the effect of traditional demographic and health status drivers
taken into account in the baseline. This has a particularly strong impact on countries that have both
relatively low coverage and low expenditure per recipient like Cyprus and Greece.

Table1.3.9: Risk scenario - projected public expenditure on long-term care (2022-2070; % of GDP)

Change 2022-2070
2022 2023 2024 2025 2026 2027 2028 2029 2030 2070
pps in %
BE 2.3 2.3 2.4 2.4 2.4 2.5 2.6 2.6 2.7 6.2 3.9 169% BE
BG 0.5 0.5 0.5 0.6 0.6 0.6 0.6 0.6 0.7 3.0 2.5 470% BG
cz 1.5 1.5 1.6 1.6 1.6 1.7 1.7 1.8 1.8 4.4 2.9 199% cz
DK 3.0 3.1 3.1 3.2 3.3 3.6 3.7 3.8 3.9 6.6 3.7 123% DK
DE 1.9 1.9 1.9 2.0 2.1 2.2 2.3 2.3 2.3 3.3 1.4 76% DE
EE 0.4 0.5 0.6 0.6 0.7 0.7 0.8 0.8 0.9 6.4 6.0 1473% EE
IE 1.2 1.2 1.2 1.3 1.3 1.3 1.4 1.4 1.4 3.2 2.0 163% IE
EL 0.1 0.1 0.1 0.1 0.1 0.1 0.2 0.2 0.2 3.3 3.1 2252% EL
ES 0.8 0.8 0.8 0.9 0.9 0.9 0.9 1.0 1.0 4.5 3.6 448% ES
FR 1.9 1.9 1.9 2.0 2.0 2.0 2.1 2.1 2.2 4.8 2.9 151% FR
HR 0.5 0.5 0.5 0.5 0.5 0.6 0.6 0.6 0.6 1.8 1.3 251% HR
IT 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.7 1.7 3.2 1.5 95% IT
cYy 0.2 0.2 0.2 0.2 0.2 0.2 0.3 0.3 0.3 3.8 3.6 1856% cYy
Lv 0.5 0.5 0.5 0.5 0.5 0.6 0.6 0.6 0.6 3.0 2.6 530% Lv
LT 1.0 1.0 1.0 1.1 1.1 1.2 1.3 1.3 1.4 9.4 8.4 855% LT
LU 1.1 1.1 1.1 1.1 1.1 1.2 1.2 1.2 1.2 4.1 3.0 274% LU
HU 0.5 0.6 0.6 0.6 0.6 0.6 0.7 0.7 0.7 4.0 3.4 625% HU
MT 1.2 1.2 1.2 i3 1.3 1.3 1.4 1.4 1.4 6.6 5.5 470% MT
NL 3.8 3.9 3.9 3.9 4.0 4.2 4.2 4.3 4.4 7.6 3.8 99% NL
AT 1.6 1.6 1.6 1.7 1.7 1.8 1.8 1.9 1.9 4.5 2.9 184% AT
PL 0.5 0.5 0.6 0.6 0.6 0.6 0.7 0.7 0.8 4.7 4.2 795% PL
PT 0.5 0.5 0.5 0.6 0.6 0.7 0.7 0.8 0.8 8.8 8.3 1816% PT
RO 0.3 0.4 0.4 0.4 0.4 0.4 0.5 0.5 0.5 3.5 3.1 900% RO
SI 1.0 1.0 1.0 1.1 1.2 1.3 1.3 1.3 1.4 4.2 3.2 313% SI
SK 1.0 1.0 1.1 1.2 1.2 1.3 1.3 1.4 1.4 5.4 4.4 444% SK
FI 2.1 2.1 2.2 2.2 2.3 2.4 2.5 2.6 2.6 5.9 3.8 183% FI
SE 3.2 3.2 3.2 3.3 3.3 3.4 3.5 3.5 3.6 6.3 3.1 99% SE
NO 4.0 4.1 4.1 4.2 4.3 4.5 4.6 4.7 4.8 8.6 4.6 115% NO
EA 1.8 1.8 1.8 1.8 1.9 2.0 2.0 2.0 2.1 4.4 2.6 146% EA
EU 1.7 1.7 1.8 1.8 1.8 1.9 1.9 2.0 2.0 4.5 2.7 156% EU

Source: European Commission, EPC.

3.4.5. Sensitivity tests

In addition to the alternative scenarios already presented above, a number of additional
sensitivity tests are performed around the baseline. These sensitivity tests (1°4) are applied
consistently for other ageing expenditure items. In particular, Table 1.3.10 shows the results of
modifying the baseline by making alternative assumptions on factors such as migration, fertility,
employment rate, TFP and life expectancy.

The sensitivity tests introduce a change to a specific variable. For each test, a uniform shock is
applied to all Member States. The assessment of the impact of population ageing on the different
expenditure items should be made with reference to all projections, meaning baseline plus sensitivity

(1%4)See Part 1, Chapter 5 of Volume | of the 2024 Ageing Report.
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tests. This way the key factors driving the projection results and potential risks to the baseline can be
identified. The sensitivity tests include both unfavourable and favourable changes in the underlying
assumptions.

These shocks can have a sizable impact on the projections (see Graph 1.3.8). Among the
macroeconomic scenarios, changes in total factor productivity (TFP) have a marginal impact on the
projections (less than +/-0.1 pp of GDP for the EU average). Higher employment for older workers than
assumed in the baseline would limit expenditure growth over the projection period by about 0.1 pp of
GDP. Among the demographic scenarios, higher migration is associated with lower expenditure growth
compared with the baseline, through its impact on population and GDP. On the other hand, higher life
expectancy, lower fertility and lower migration increase expenditure growth compared with the
baseline (by more than 0.2 pps of GDP in case of higher life expectancy) essentially through population
ageing (lower fertility, higher life expectancy) and population size and GDP (lower migration).

Graph 1.3.8: Overview of long-term care expenditure projections — Difference between sensitivity scenario and
baseline (2022-2070 pps of GDP change), EU average
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Source: European Commission, EPC.
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Table 1.3.10: Sensitivity scenarios - projected change in public expenditure on long-term care (2022-2070; pps of

GDP)
2022 level Baseline Higher Lower emellghoT(I;er Lower Higher Lower Higher life
(% GDP) TFP TFP y fertility | migration| migration|expectancy
workers
BE 2.3 1.7 1.7 1.7 1.6 2.1 1.5 2.0 2.1 BE
BG 0.5 0.2 0.2 0.2 0.1 0.2 0.2 0.2 0.2 BG
cz 1.5 1.4 1.4 1.4 1.3 1.6 1.3 1.5 1.7 cz
DK 3.0 3.3 8.3 3.3 3.0 3.8 2.8 3.7 3.8 DK
DE 1.9 0.5 0.4 0.6 0.4 0.6 0.4 0.6 0.6 DE
EE 0.4 0.7 0.7 0.7 0.7 0.8 0.7 0.8 0.8 EE
IE 1.2 1.4 1.4 1.4 1.3 1.5 1.2 1.5 1.5 IE
EL 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 EL
ES 0.8 0.9 0.9 0.9 0.8 1.0 0.7 1.1 1.1 ES
FR 1.9 0.7 0.7 0.7 0.6 0.9 0.6 0.8 0.9 FR
HR 0.5 0.1 0.1 0.1 0.1 0.2 0.1 0.2 0.2 HR
IT 1.6 0.5 0.5 0.5 0.5 0.6 0.4 0.6 0.6 IT
(o) 4 0.2 0.1 0.1 0.1 0.1 0.2 0.1 0.2 0.2 CcY
Lv 0.5 0.3 0.3 0.3 0.3 0.4 0.3 0.3 0.4 LV
LT 1.0 0.9 0.9 0.9 0.8 1.0 0.8 1.0 1.0 LT
LU 1.1 1.6 1.6 1.6 1.4 1.7 1.5 1.6 1.8 LU
HU 0.5 0.4 0.4 0.4 0.3 0.4 0.3 0.4 0.4 HU
MT 1.2 2.3 2.3 2.3 2.1 2.5 2.0 2.7 2.5 MT
NL 3.8 1.9 1.9 1.9 1.7 2.3 1.6 2.1 2.2 NL
AT 1.6 1.5 1.5 1.5 1.4 1.7 1.3 1.6 1.8 AT
PL 0.5 0.9 0.9 0.9 0.8 1.0 0.8 0.9 1.0 PL
PT 0.5 0.4 0.4 0.4 0.4 0.5 0.4 0.5 0.5 PT
RO 0.3 0.4 0.4 0.4 0.4 0.5 0.4 0.4 0.5 RO
SI 1.0 1.0 1.0 1.0 0.9 1.1 0.8 1.1 1.1 SI
SK 1.0 1.4 1.4 1.4 1.3 1.6 1.4 1.4 1.6 SK
FI 2.1 1.8 1.8 1.8 1.6 2.1 1.6 2.0 2.1 FI
SE 3.2 1.3 1.3 1.3 1.1 1.5 1.0 1.6 1.5 SE
NO 4.0 3.5 3.5 3.5 3.2 4.0 3.1 3.9 4.1 NO
EA 1.8 0.8 0.8 0.9 0.7 1.0 0.7 1.0 1.0 EA
EU 1.7 0.8 0.8 0.9 0.7 1.2 0.7 1.0 1.0 EU

Source: European Commission, EPC.

3.5. COMPARISON WITH THE 2021 AGEING REPORT

As in the case of health care projections, the differences observed between the 2021
Ageing Report and the current projections result from a set of factors (see Graph 1.3.9). They
include (i) a different initial spending level; (ii) a different base-year for starting the projections; (iii)
updated population projections; (iv) updated macroeconomic assumptions resulting in different GDP per
capita growth rates and GDP levels for the period under analysis; (v) updated age-gender expenditure
profiles; and (vi) changes in scenario assumptions, methodology and quantified policy reforms.

A quantitative breakdown of drivers is proposed (see Table 1.3.11). This disaggregation aims at
quantifying which factors are driving the differences in projected spending between the 2021 and the
2024 projection exercises in the baseline. The considered drivers are the age-cost profiles, the
coverage of beneficiaries, the disability rates, the GDP projections, the population projections, an
interaction term, and a residual that includes the base-year effect, reforms and methodological
changes. The impact of each driver is estimated by replacing, ceteris paribus, its 2024 Ageing Report
values with the corresponding 2021 Ageing Report data for that driver.
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Table 1.3.11: Breaking down the difference in spending change (2022-2070) between the 2024 and the 2021 Ageing
Reports (pps of GDP)

Difference | Due to:

2024 AR vs _ _

2021 AR | Change in Changein  Changein Change Changein | o action Other drivers

spending age-cost coverage disability rate related to  demographic g, **

growth profiles GDP growth  projections

BE -0.3 0.0 0.0 0.0 -0.7 0.2 0.0 0.2 BE
BG 0.0 0.0 -0.2 0.0 -0.1 0.0 0.1 0.2 BG
CcZ -0.2 0.1 0.0 0.0 -0.5 0.1 0.1 0.1 CcZ
DK 0.1 0.3 -0.1 0.0 0.1 0.1 0.0 -0.3 DK
DE 0.3 -0.1 0.0 0.0 0.0 0.0 0.0 0.4 DE
EE 0.4 0.0 0.2 0.0 -0.3 0.1 0.1 0.4 EE
IE -0.4 0.0 0.0 0.0 -0.4 0.0 0.0 0.1 I1E
EL 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 EL
ES 0.2 0.1 0.0 0.0 -0.1 0.1 0.0 0.0 ES
FR 0.0 -0.1 0.1 0.0 0.0 0.0 0.0 0.0 FR
HR 0.0 0.0 0.0 0.0 -0.1 0.0 0.0 0.1 HR
IT -0.4 0.0 0.0 0.0 -0.1 0.0 0.0 -0.2 IT
CY -0.1 0.0 0.0 0.0 0.0 0.0 0.0 -0.1 CY
LV 0.1 0.0 0.1 0.0 -0.1 0.1 0.1 0.0 LV
LT 0.2 0.1 -0.1 0.0 -0.3 0.2 0.1 0.1 LT
LU 0.2 0.1 0.1 0.0 -0.6 0.3 0.1 0.2 LU
HU -0.3 0.0 -0.2 0.0 0.0 0.0 0.0 0.0 HU
MT 0.6 0.0 0.3 0.0 -0.8 0.3 -0.1 0.8 MT
NL -0.6 0.0 -0.2 0.0 -0.7 0.1 0.0 0.2 NL
AT -0.2 0.0 0.0 0.0 -0.2 0.1 0.0 -0.1 AT
PL -0.7 -0.1 0.2 0.0 -0.3 0.0 0.0 -0.5 PL
PT 0.0 0.0 0.0 0.0 -0.1 0.0 0.0 0.2 PT
RO 0.0 0.0 0.0 0.0 -0.2 0.0 0.0 0.0 RO
SI -0.1 -0.3 0.1 0.0 -0.3 0.1 0.0 0.2 SI
SK -0.6 -0.1 -0.2 0.0 -0.3 0.1 -0.1 0.1 SK
FI -0.1 0.1 0.0 0.0 -0.2 0.0 0.0 0.0 FI
SE -0.7 0.0 -0.6 0.0 -0.2 0.0 -0.1 0.2 SE
NO -0.2 0.0 0.0 0.0 -0.2 0.0 0.0 -0.1 NO
EA 0.0 0.0 0.0 0.0 -0.2 0.1 0.0 0.2 EA
EU -0.2 0.0 0.0 0.0 -0.2 0.1 0.0 0.0 EU

* The interaction effect is the unexplained difference between replacing the current data with the 2021 Ageing Report data
for all drivers at once and replacing the 2024 Ageing Report data one driver at a time.

** The ‘Other drivers’ effect is the difference between column 1 and the sum of columns 2 to 7. As such, it reflects any further
changes, including base year effects, methodology changes and policy reform.

Source: European Commission, EPC.

Overall, changes in projected expenditure levels at EU level added up to a decrease of 0.2
pps of GDP. This however masks different impacts at EU Member States’ level. As shown in
Graph 1.3.9, revisions in projected LTC expenditure range from -0.7 pps of GDP in Sweden to more than
0.6 pps of GDP in Malta.

The update in GDP projections contributes negatively to EU projected changes in public LTC
expenditure over the projection period (by -0.2 pps of GDP compared with the 2021 Ageing
Report). The direction of change is the same across most Member States, with the exceptions of
Denmark, Germany, Greece, France, Cyprus and Hungary.

The 2022 changes in the base year level of public expenditure as well as policy reforms,
data improvements and methodological changes (all shown under ‘Other effects’ in Table
1.3.11) have an overall neutral impact on projected changes in public LTC spending at EU
level. However, this masks large differences for specific countries. The biggest changes are those seen
in Malta (an increase of 0.8 pps of GDP) and Poland (a decrease of 0.5 pps of GDP), both mainly due to
changes in base year expenditure and improvements in data on the breakdown of expenditure by care
setting.
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The new population projections have had an overall expenditure-increasing impact of 0.1 pp
for the EU aggregate over the projection period. The impact also varies by Member State but
leads to increases or small changes in all cases, with the biggest impact expected for Luxembourg and
Malta, with an increase of 0.3 pps of GDP due to a more acute projected population ageing in this
report compared with the 2021 Ageing Report projections.

Graph 1.3.9:

Baseline: differences in the projected
change in public expenditure on long-
term care in 2022-2070 between the
2024 and 2021 Ageing Reports (pps
of GDP)
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Source: European Commission, EPC.

The impact of changes to the age-cost profiles
on the projections is close to zero at EU level, but
at national level some Member States record
significant changes. The largest increase is in
Denmark, with an increase of 0.3 pps of GDP, due to
steeper age-cost profiles than in the 2021 Ageing
Report, which means that the ageing of the population
has a greater impact. By contrast, the age-cost profiles
for Slovenia are now flatter and therefore the
expenditure increase over the projection period is now
lower by 0.3 pps of GDP.

Changes in LTC coverage have also had an
overall neutral impact on expenditure at EU
level, with some differences at country level.
Coverage had the largest expenditure-increasing effect
in Malta (at 0.3 pps of GDP) due to improved data on
coverage that showed a larger proportion of the
dependent population receiving benefits than reported
in the 2021 Ageing Report). By contrast, it had the
most sizeable expenditure-decreasing in Sweden (at -
0.6pps of GDP) due to a flatter age-profile of
recipients, which means that the increase in coverage
as the population becomes older is smaller in the new
projections.

Finally, it should be noted that changes in
disability rates seem to be a minor driver of
changes in projected expenditure, reflecting their
relative stability between reports.
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Table 1.3.12: Overview of projection results — change in public spending on long-term care (2022-2070; % of GDP)

No
Baseline Risk Heal_thy healthy Coverage Cost
ageing R convergence convergence
ageing
BE 1.7 3.9 1.6 2.0 1.7 3.9 BE
BG 0.2 2.5 0.1 0.3 1.6 0.8 BG
cz 1.4 2.9 1.2 1.6 1.4 2.9 cz
DK 3.3 3.7 2.9 3.6 3.6 3.3 DK
DE 0.5 1.4 0.3 0.6 0.5 1.4 DE
EE 0.7 6.0 0.6 0.8 1.7 3.1 EE
IE 1.4 2.0 1.2 1.5 1.4 2.0 IE
EL 0.0 3.1 0.0 0.0 0.2 1.4 EL
ES 0.9 3.6 0.8 1.0 2.5 1.6 ES
FR 0.7 2.9 0.6 0.9 2.1 1.2 FR
HR 0.1 1.3 0.1 0.2 0.5 1.0 HR
IT 0.5 1.5 0.4 0.7 0.6 1.3 IT
cYy 0.1 3.6 0.1 0.2 0.2 2.5 cYy
Lv 0.3 2.6 0.2 0.4 0.8 1.4 Lv
LT 0.9 8.4 0.8 1.1 0.9 8.4 LT
LU 1.6 3.0 1.4 1.7 2.6 2.0 LU
HU 0.4 3.4 0.3 0.5 1.4 1.2 HU
MT 2.3 5.5 2.0 2.6 2.3 5.1 MT
NL 1.9 3.8 1.5 2.3 1.9 3.7 NL
AT 1.5 2.9 1.3 1.7 1.5 2.9 AT
PL 0.9 4.2 0.8 1.0 3.8 1.1 PL
PT 0.4 8.3 0.4 0.5 8.5 0.5 PT
RO 0.4 3.1 0.3 0.5 0.5 2.9 RO
SI 1.0 3.2 0.8 1.1 1.3 2.7 SI
SK 1.4 4.4 1.2 1.6 1.4 4.4 SK
FI 1.8 3.8 1.6 2.1 1.9 3.7 FI
SE 1.3 3.1 1.0 1.6 1.6 2.8 SE
NO 3.5 4.6 3.1 4.0 3.5 4.6 NO
EA 0.8 2.6 0.7 1.0 1.4 1.8 EA
EU 0.8 2.7 0.7 1.0 1.6 1.8 EU

Source: European Commission, EPC.

3.6. CONCLUSIONS

LTC systems are likely to face increasing demand over the next half century. This is set to
increase financing needs for formal LTC services that are to a high degree financed by public payers.
The increase in LTC expenditure can therefore have a significant fiscal impact.

This chapter has presented the expected effects of various demographic and non-
demographic drivers on LTC expenditure over a range of plausible scenarios. The range of
results is relatively wide (Graph 1.3.10 and Table 1.3.12) and the risks vary to a large extent for each
country and scenario, reflecting the implicit uncertainty surrounding the evolution of key variables in
the long term.

The baseline assumes that one half of future gains in life expectancy will be spent in good
health and the other half in disability. According to this scenario, used in the multilateral
budgetary surveillance at EU level, public LTC expenditure in the EU is projected to increase from 1.7%
of GDP in 2022 to 2.6% of GDP in 2070, an increase of 48%.
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Graph 1.3.10: Projected expenditure in different LTC scenarios for the EU (% of GDP)
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The less pronounced ageing effect as from 2050 only translates into a limited moderation
of LTC spending dynamic. From 2050 to 2070, there is an easing of ageing in the Eurostat
population projections. However, as can be seen in Graphs 1.3.10 and Graph 1.3.12, the impact on public
LTC spending as a proportion of GDP is relatively subdued, showing slower but still positive expenditure
growth from 2050 to 2070 for all scenarios. This is due to the complex link between ageing and public
expenditure on LTC as implemented in the model: indeed, although dependency rates increase with
age, age-cost profiles are not necessarily the highest for older age groups. Similarly, LTC demand
factors, such as the decrease in availability of informal carers or the fact that richer societies are likely
to demand higher standards of care, are cost drivers that are not directly linked to population ageing.

Graph 1.3.11: Range of results for scenarios with
mainly demographic sensitivity analysis
(no policy change scenarios), EU (% of

Graph 1.3.12: Range of results for scenarios with
mainly demand-driven sensitivity
analysis (policy change scenarios), EU (%

GDP) of GDP)
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Source: European Commission, EPC.
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Changes to the assumptions on the impact of life expectancy on dependency rates
moderately affect the projections (Graph 1.3.11). If the assumed improvements in health status in
the baseline did not materialise (‘No healthy ageing scenario’), public spending on LTC would be about
0.2 pps of GDP higher. Broadly symmetrical effects are expected if health status improvements fully
matched increases in life expectancy (‘Healthy ageing scenario’).

Cost implications for the EU of changes in the demand for publicly funded long-term care
would be substantial if they lead to policy responses (Graph 1.3.12). A convergence process, in
terms of coverage or costs of LTC for countries which are below EU average levels of care in this
respect, would imply a substantial additional fiscal risk (cost and coverage convergence related
scenarios). If there was convergence of both coverage rates of LTC dependents and costs per
dependent, reflecting an underlying convergence process of EU economies (as in the ‘risk scenario’),
expenditure would increase by up to 2.7% (by 156%) of GDP in the EU.

Ageing and non-demographic drivers of long-term care expenditure are likely to exert a
continuous pressure on public finances in the long run, extending even beyond the current
trends in population ageing. The need for a broadening of formalised coverage of the European
population with long-term care services will thus have to be balanced with the need to ensure the
sustainability of public finances. The projections presented in this chapter suggest some possible ways
in which this may be achieved. For instance, the healthy and no healthy ageing scenarios show that
prevention can help mitigate the impact of ageing on expenditure by reducing the need for long-term
care. Moreover, the different impact of ageing on baseline projections across EU Member States
suggests that policy variables like the institutional set-up and care organisation can influence the
impact of ageing on expenditure.



4. EDUCATION

4.1. INTRODUCTION

Government expenditure on education reflects demographic developments, as well as other
drivers. Demographic change is an important driver of spending on education as it determines the size
of future cohorts of students. Yet, many other factors also have an important bearing on government
education expenditure. These include the involvement of the general government in the education
system, the duration of mandatory education, increasing enrolment rates in upper secondary and
tertiary education, relative wages in the education sector, the average size of classes, as well as
policies such as discretionary saving measures.

Consistent with the other expenditure items projected in this report, the education
projections are conducted under a ‘no-policy-change’ assumption. They primarily aim at
assessing the impact of demographic change on government education expenditure. The common
methodology used is fairly stylised and does therefore not capture the full complexities of Member
States’ education systems. It has been set up with a view to (i) use harmonised datasets (%), (ii)
ensure equal treatment across countries and (iii) be consistent with the labour market assumptions,
particularly on participation rates. (1)

The baseline focuses on the impact of demographic factors. The key assumptions underpinning
the baseline are a constant students-to-staff ratio, implying an instantaneous adjustment in the
number of teaching staff to student levels and expenditure per capita growing in line with labour
productivity. (3°7)

Given the inherent uncertainty of the assumptions underpinning long-run projections, a set
of sensitivity scenarios is conducted to quantify the responsiveness of the projection
results to changes in key underlying assumptions. A specific sensitivity test for the education
projections assumes a gradual upward convergence (by 2045) of enrolment rates (for ISCED levels 3-4
and 5-8) (1%8) towards the best performers. Consistent with what is done for the other expenditure
items, the other sensitivity tests simulate a shock to key variables underpinning the baseline projection,
namely higher/lower migration, lower fertility and higher/lower TFP growth. (1)

(195) UNESCO-UIS/OECD/EUROSTAT (UOE) data collection on Education Statistics, LFS data and the macroeconomic variables
described in Volume | of the 2024 Ageing Report.

(%) See Annex IV for details on the methodology used. The base year is constructed using the average of the two latest
available years (2019 and 2020, UOE data - 2018 and 2019 UOE data for EL only) uprated to the base year (2022) using
COFOG data on education expenditure. In practice, as the COFOG series is only available until 2021, the 2022 data point
neeeded for the uprate is constructed by applying a country-specific growth rate (between 2021 and 2022) of nominal GDP
(2022 prices) to the 2021 value of education expenditure reported by COFOG. From 2022 onwards, the projection
methodology explained in Chapter 4 of Part Il in Volume | of the 2024 Ageing Report is applied.

(197) See Chapter 4 of Part Il in Volume | of the 2024 Ageing Report.

(1%8) International Standard Classification of Education (ISCED) is the reference international classification for organising
education programmes and related qualifications by levels and fields.

(19%) See Chapter 5 of Part | in Volume | of the 2024 Ageing Report for detailed explanations.
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4.2. GENERAL CHARACTERISTICS OF NATIONAL EDUCATION SYSTEMS

The methodology used to project future education expenditure is based on a stylised
framework that abstracts from country specificities but nevertheless considers main
aspects of education systems. These include enrolment rates by age and education level, as well as
expenditure categories by education level and type. A detailed breakdown of education system’s
features (by age and education level) aims at improving the quality of model calibrations.

4.2.1. Enrolment rates in EU Member States

The institutional structure of education systems varies considerably across Member States.
Although the configuration between compulsory and non-compulsory education is, in general, similar
across countries (mandatory education starting between ages 5 to 7 and ending between ages 13 to
16 (119)), education pathways of young people differ. Differences in mandatory age bands for a person
attending a particular level of education are reflected in cross-country differences in the distribution of
actual enrolment ages, raising the issue of cross-country comparability. Country diversity is clearly
visible in Annex Table I.AIV.1, which presents average enrolment rates in the base year 2022 by
country, age and level of education.

4.2.2. Students-to-staff ratio (average class size)

Average class sizes vary significantly, both across countries and level of education,
reflecting specific organisational features of education systems. The size of primary education
classes is on average slightly larger than that of secondary education (both lower and upper). In most
countries, classes are the largest in tertiary (i.e. university-level) education (see Graph 1.4.1), reflecting
teaching methods relying more on (outside of class) individual research and library work. The
difference is particularly large for some countries such as Greece, Ireland, Italy and France.

Graph 1.4.1: Students-to-staff ratio across ISCED levels (2022)
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ISCED 1 corresponds to primary education; ISCED 2 corresponds to lower secondary education; ISCED 3-4 corresponds to upper
secondary education and post-secondary non tertiary education; ISCED 5-8 corresponds to tertiary education.
Source: European Commission, EPC.

4.2.3. Staff compensation in the education sector

There is also considerable variation across Member States in the wages paid in the
education sector. Graph 14.2 plots average data for base year 2022 for the ratio between

(*%) In some countries education is mandatory until the age of 18 is reached.
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compensation per public employee in the education sector to GDP per worker. Both the wage
distribution and the structure of employment in the education sector (i.e. the relative importance of
different professional categories, such as professors, assistants and non-teaching staff) play a role in
explaining these differences. As expected, on average, wages are higher for the tertiary level of
education, reflecting the higher required qualifications. Differences appear significant between Member
States and levels of education, for instance in Ireland, Greece and France.

Graph 1.4.2: Average compensation per member of staff as ratio of GDP per worker (2022)
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Compensation per public employee in the education sector to GDP per worker, by ISCED level (UOE dataset). The ISCED 2
category is not reported for HR, due to missing data.
Source: European Commission, EPC.

4.2.4. Public expenditure in education: total and by level of education

As a result, a high variability exists in terms of public spending in education as a share of
GDP. Graph 1.4.3 presents public expenditure on education in 2022 for the four levels of education and
in total. Total public expenditure ranges from 2.5% of GDP (Romania) to 7.5% (Norway) (for more
details see Tables I.AIV.2 and L.AIV.3 in Annex IV). The same variability also applies across ISCED
groups. For instance, in the case of Romania, expenditure for ISCED 1 represented around 15% of the
total in 2022, compared to 30% for Norway. Similar differences can be found for all education levels
across Member States. Generally speaking, ISCED 3-4 and 5-8 appear to make up most of the
expenditure in the base year for countries at the higher end of the expenditure spectrum.

Graph 1.4.3:  Structure of public expenditure on education as a percentage of GDP (2022)
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4.3. PROJECTION RESULTS

4.3.1. Baseline projections

The baseline applies a ‘no-policy change 1541 Government expenditure on education,

assumption’ and captures the impact of baseline (% of GDP)
demographic factors over the long term. A h
ange
simple macro-simulation model is used to project 2022 2045 2070 | 5022-2070
expenditure on education. (*!!) Assuming ‘no-policy- BE 5.6 4.9 4.8 -0.8
change’ in the provision of education, the baseline BG 3.7 3.6 3.8 0.1
captures the ‘pure’ impact of demographic changes cz 4.1 4.2 4.4 0.3
on government education expenditure for the 28 DK 5.8 5.3 4.9 -0.9
countries considered in the projections. In particular, DE 4.3 4.4 4.5 0.2
the baseline assumes a fixed student-to-teaching EE 3.9 3.4 3.4 -0.6
staff ratio. Assuming that staff levels in the IE 2.8 2.2 2.1 -0.7
education sector adjust instantaneously to student EL 3.4 3.0 2.9 -0.5
levels might prove a strong assumption and may in ES 4.1 3.4 3.5 -0.6
fact imply some discretionary action to change staff FR 4.8 4.1 3.9 -0.9
levels. Alternatively, some lag or inertia in the hiR 4 207 27 =07
adjustment could be assumed. However, any I 3.8 3.2 3.0 -0.8
mechanism chosen to adjust staff to the number of Y >.0 46 45 0.5
students would essentially be arbitrary. For this Lv 36 3.2 3.4 0.2
reason, the assumption of a constant student-to- LT 3.0 26 28 0.3
teaching staff ratio is preferred. L 3.0 2.7 2.6 04
HU 3.5 3.5 3.6 0.1
Under the baseline, government spending on MT 45 >8 4 01
. . . o, NL 4.9 4.1 3.9 -1.0
education is projected to slightly decline in the AT 4t a1 42 04
EU. Table 4.1 shows the projected change in bL 3.9 37 40 o1
education expenditure for the baseline, between BT 4.4 4.4 43 01
2022 and 2070.(!2) Government expenditure is RO o5 55 25 0.0
expected to decline by 0.5 pps of GDP, to less than SI 43 3.8 4.0 0.3
49% of GDP in 2070. This decline is already expected SK 3.7 3.8 4.0 0.3
by 2045, with the ratio broadly stable beyond that FI 53 4.3 4.2 11
date. Government expenditure on education is SE 5.8 5.2 5.1 -0.6
projected to increase in 7 countries and to fall in 21 NO 7.5 6.3 6.2 -1.4
countries. The projected change ranges from a EA 4.3 3.9 3.8 -0.5
decline of 1.4 pps of GDP in Norway and 1.1 pps of EU 4.4 3.9 3.9 -0.5

GDP in Finland to a 0.3 pps of GDP increase in source: European Commission, EPC.
Czechia and Slovakia.

Projections are further disaggregated by education level. Graph 1.4.4 shows the projected
changes in expenditure-to-GDP ratios between 2022 and 2070 by country and ISCED level. In those
countries for which a reduction in total expenditure between 2022 and 2070 is projected, it is common
that primary and secondary education (ISCED levels 1 to 4) contribute the most to the projected fall in
total expenditure. At the same time, in most Member States where total education expenditure is
projected to rise between 2022 and 2070, tertiary education tends to contribute to the overall increase
in expenditure (e.g. Slovakia, Czechia, Poland and Bulgaria).

(*11) For details see Chapter 4 of Part Il in Volume | of the 2024 Ageing Report.
(*12)See Table I.AIV.4 in Annex IV for projections over the entire projection period.
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Graph 1.4.4:

Change in government expenditure by ISCED level between 2022 and 2070
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Table 1.4.2: Breakdown of total variation in expenditure between 2022 and 2070, baseline (%/pps of GDP)
Expenditure (% GDP) Change 2070-2022 (pps) Students effect Employment effect Discrepancy
2022 2070 @)= 2 @ ) (6)=(3)-()+(5)
1) (2) (3) = (4)-(5)+(6)
BE 5.6 4.8 -0.8 -0.5 0.4 0.1
BG 3.7 3.8 0.1 -1.1 -1.1 0.0
cz 4.1 4.4 0.3 -0.2 -0.5 0.1
DK 5.8 4.9 -0.9 -0.7 0.1 -0.1
DE 4.3 4.5 0.2 0.0 -0.2 0.0
EE 3.9 3.4 -0.6 -0.7 -0.2 0.0
IE 2.8 2.1 -0.7 -0.5 0.3 0.1
EL 3.4 2.9 -0.5 -1.1 -0.8 -0.1
ES 4.1 3.5 -0.6 -0.8 -0.2 0.0
FR 4.8 3.9 -0.9 -0.8 0.1 0.0
HR 3.4 2.7 -0.7 -1.3 -0.7 -0.1
T 3.8 3.0 -0.8 -1.0 -0.2 0.0
cy 5.0 4.5 -0.5 -0.6 0.1 0.1
Lv 3.6 3.4 -0.2 -1.5 -1.4 -0.1
LT 3.0 2.8 -0.3 -1.4 -1.2 -0.1
Ly 3.0 2.6 -0.4 0.7 1.3 0.1
HU 3.5 3.6 0.1 -0.3 -0.4 0.0
MT 4.5 4.4 -0.1 1.3 1.4 0.0
NL 4.9 3.9 =i(1) -0.7 0.3 0.0
AT 4.6 4.2 -0.4 -0.2 0.1 0.0
PL 3.9 4.0 0.1 1.1 -1.2 0.0
PT 4.4 4.3 -0.1 -1.0 -0.9 0.0
RO 2.5 2.5 0.0 -0.8 -0.7 0.0
sI 4.3 4.0 -0.3 -0.6 -0.4 0.0
SK 3.7 4.0 0.3 -0.6 -0.8 0.1
FI 5.3 4.2 1.1 -1.4 -0.4 -0.1
SE 5.8 5.1 -0.6 0.4 1.2 0.2
NO 7.5 6.2 -1.4 -0.6 0.9 0.2
EA 4.3 3.8 -0.5 -0.6 -0.2 0.0
EU 4.4 3.9 -0.5 -0.6 -0.2 -0.1

Students and employment effects are computed as growth rates, between 2022 and 2070, of the number of students and

employed, respectively, and weighted by the expenditure-to-GDP ratio in 2022.
Source: European Commission, EPC.

Part |

Long-term projections of age-related expenditure



European Commission
2024 Ageing Report

136

4.3.2. Drivers of education expenditure

The projected change of education spending can be broken down between a student and an
employment effect. Table 1.4.2 illustrates a breakdown, according to students and employment
effects, of the projected change in the public expenditure on education to GDP ratio between 2022 and
2070. In line with the underlying assumptions, this breakdown allows showing the respective
contribution of the change in the number of students and of the number of employed people.

In countries with the largest expected decrease in education spending, the projected
decrease of the number of students (reflecting demographic developments) is often the
most relevant driver. The countries with the largest expected decline in expenditure are Finland, the
Netherlands, Denmark and France. Results for these countries are in line with the intuition of the model
in that a decrease in the number of students leads to lower education expenditure (see Table 1.4.2).

In countries projected to have the largest increase in education expenditure, the projected
decrease in employment is an important driver. The countries showing the biggest increase in
expenditure are Slovakia and Czechia, followed by Germany, Hungary, Poland and Bulgaria. In the case
of Czechia and Slovakia, a decline in the number of students, which would justify a decrease in
expenditure, is offset by a large reduction in the number of employed people - fully reflecting
demographic developments in the countries. In Germany, a decrease in the number of employed people
and a minor change in the number of students drive higher education spending.

4.3.3. Sensitivity tests

The high enrolment rate scenario

Different sensitivity tests are considered in the 2024 Ageing Report, including a higher
enrolment rate scenario. In line with the 2021 Ageing Report, this sensitivity test assumes
convergence of enrolment rates towards the average of the three best performing countries in the EU.
This scenario can be interpreted as a demand shock that raises enrolment rates in ISCED levels 3-4
and 5-8. In 2022, the three countries with the highest enrolment rates in ISCED levels 3-4 and 5-8
were Greece, Belgium and Finland (see Graph 1.4.5). By age bracket (15 years and older) and ISCED
level (3-4 and 5-8), countries are assumed to converge linearly from 2022 until 2045 to the average
enrolment rate in these three countries. Thereafter, enrolment rates are kept constant, although still
considering the impact of participation rates. In practical terms, if the country-specific enrolment rate
(by ISCED and age) is lower than the average enrolment rate of the three best performing countries, a
convergence to the latter is assumed from 2022 until 2045 - keeping it constant afterwards. On the
contrary, if the country-specific enrolment rate (by ISCED and age) is already above the target, the
initial enrolment rate is kept constant as of 2022.

Higher enrolment rates would imply an increase of education expenditure over the long
term in the EU, against a reduction in the baseline. In 2070, the additional budgetary cost due to
higher enrolment rates would imply that spending on education would increase by around +0.4 pps on
average in the EU (see Tables 1.4.3 and L.AIV.5). Across countries, the projected change in education
expenditure varies considerably, ranging from -0.6 pps in Finland to +1.6 pps in Czechia and Slovakia.
In 2070, average spending on education would be 0.8 pps of GDP higher than the baseline projection
(see Table 1.4.4).
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Graph 1.4.5. Enrolment rates of base period - ISCED 3-4 and ISCED 5-8
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Enrolment rates are computed as a ratio between the total number of students enrolled in ISCED 3-4 and ISCED 5-8 and the
total population.
Source: European Commission, EPC.

Table 1.43: Baseline and sensitivity tests (public expenditure-to-GDP ratio) - Change between 2022 and 2070

2022 2070 Change 2022-2070
Baseline Baseline High Lower Higher Lower Higher Lower

enrolment migration migration fertility TFP TFP
BE 5.6 4.8 -0.8 0.0 -0.8 -0.8 -1.6 -0.8 -0.8
BG 3.7 3.8 0.1 1.1 0.1 0.1 -0.6 0.1 0.1
cz 4.1 4.4 0.3 1.6 0.3 0.3 -0.5 0.3 0.3
DK 5.8 4.9 -0.9 0.1 -0.9 -0.9 -1.6 -0.9 -0.9
DE 4.3 4.5 0.2 1.2 0.2 0.2 -0.4 0.2 0.2
EE 3.9 3.4 -0.6 0.5 -0.5 -0.6 -1.2 -0.6 -0.6
IE 2.8 2.1 -0.7 -0.2 -0.7 -0.7 -1.0 -0.7 -0.7
EL 3.4 2.9 -0.5 -0.4 -0.5 -0.5 -1.0 -0.5 -0.5
ES 4.1 3.5 -0.6 0.0 -0.6 -0.6 -1.1 -0.6 -0.6
FR 4.8 3.9 -0.9 0.3 -0.9 -0.9 -1.6 -0.9 -0.9
HR 3.4 2.7 -0.7 -0.4 -0.6 -0.8 -1.3 -0.7 -0.7
IT 3.8 3.0 -0.8 -0.2 -0.8 -0.8 -1.3 -0.8 -0.8
CcY 5.0 4.5 -0.5 0.5 -0.4 -0.6 -1.4 -0.5 -0.5
Lv 3.6 3.4 -0.2 0.7 -0.1 -0.2 -0.8 -0.2 -0.2
LT 3.0 2.8 -0.3 0.7 -0.2 -0.3 -0.8 -0.3 -0.3
LU 3.0 2.6 -0.4 1.2 -0.4 -0.4 -0.8 -0.4 -0.4
HU 3.5 3.6 0.1 0.9 0.2 0.1 -0.5 0.1 0.1
MT 4.5 4.4 -0.1 1.5 0.0 -0.2 -0.8 -0.1 -0.1
NL 4.9 3.9 -1.0 -0.5 -1.0 -1.0 -1.6 -1.0 -1.0
AT 4.6 4.2 -0.4 0.2 -0.4 -0.4 -1.0 -0.4 -0.4
PL 3.9 4.0 0.1 0.9 0.1 0.1 -0.6 0.1 0.1
PT 4.4 4.3 -0.1 0.4 -0.1 -0.1 -0.9 -0.1 -0.1
RO 2.5 2.5 0.0 1.1 0.0 0.0 -0.5 0.0 0.0
SI 4.3 4.0 -0.3 0.6 -0.2 -0.3 -1.0 -0.3 -0.3
SK 3.7 4.0 0.3 1.6 0.3 0.3 -0.4 0.3 0.3
FI 5.3 4.2 -1.1 -0.6 -1.1 -1.1 -1.7 -1.1 -1.1
SE 5.8 5.1 -0.6 0.3 -0.7 -0.6 -1.3 -0.6 -0.6
NO 7.5 6.2 -1.4 -0.5 -1.4 -1.3 -2.2 -1.4 -1.4
EA 4.3 3.8 -0.5 0.3 -0.5 -0.5 -1.1 -0.5 -0.5
EU 4.4 3.9 -0.5 0.4 -0.5 -0.5 -1.1 -0.5 -0.5

Source: European Commission, EPC.
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Additional sensitivity tests

Alongside the high enrolment scenario, the 1|44 Sensitivity tests and alternative scenarios
2024 Ageing Report includes additional - Deviation from the baseline in 2070

sensitivity tests. Consistent with what is done
for the other ageing cost items, a uniform shock to en:,'lf":’ent m'i';‘r';‘:iron m:';f:;;n f';‘:‘t"l':t'y

the baseline projections is applied for all Member
States, assuming higher/lower migration, lower  BE 0.8 0.0 0.0 0.8
fertility and higher/lower TFP growth BG i 0.0 0.0 07
Y g g : cz 1.3 0.0 0.0 -0.8
DK 1.0 0.0 0.0 -0.7
Table 143 illustrates the projected change DE 1.0 0.0 0.0 -0.7
between 2022 and 2070 of each sensitivity EE 1.1 0.0 0.0 -0.6
test. In addition, Table 14.4 highlights the IE 0.5 0.0 0.0 0.3
) i ) EL 0.1 0.0 0.0 -0.5
differences, in year 2070, between the different = e e 00 e
sensitivity tests and the baseline projections. There FR 1.1 0.0 0.0 0.7
are no differences with the baseline for the HR 0.3 0.1 -0.1 -0.6
productivity shocks since no change in the number I 0.6 0.0 0.0 -0.5
of students or population is assumed. (1'% f\‘; ;'g 8'1 -c?bl 'g':
However, the other sensitivity tests, which have a T 0'9 0'1 _0'1 _0'5
direct impact on population, deviate from the LU 1.6 0.0 0.0 0.4
baseline projection. HU 0.8 0.0 0.0 -0.7
MT 1.6 0.1 -0.1 -0.7
As expected, the lower fertility scenario has NE 0.3 0 0.0 0.6
. . AT 0.6 0.0 0.0 -0.6
the. largest dec-reasmg |m!aact on th.e oL o8 0.0 0.0 07
projected education expenditure. In this PT 0.5 0.0 0.0 0.8
sensitivity test, the fertility rate is assumed to be RO 1.1 0.0 0.0 -0.5
20% lower compared to the baseline over the SI 0.8 0.1 0.0 -0.7
entire projection period. This assumption generates i'l( ;2 g'g g'g '8';
a reduction in expenditure (-1.1 pps of GDP for the SE 0'9 0'0 0'0 :0'7
EU compared with -0.5 pps of GDP in the baseline), NO 0.9 01 01 0.9
due to a fall in the number of future students. EA 0.8 0.0 0.0 -0.6
EU 0.8 0.0 0.0 -0.6

Higher and lower migration hypotheses lead The sensitivity tests on productivity developments (higher and
to intuitive results, though the impact of the lower TFP growth) coincid‘e with the baseline.

. e . X R Source: European Commission, EPC.
shocks is limited. In particular, a higher and a
lower overall population (due to higher and lower
net migration flows) engender, respectively, a modest positive and negative variation in education
expenditure compared with the baseline across all Member States.

(*33) Such result is also in line with the underlying assumptions of the model on the expenditure-to-GDP impact.
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4.4. COMPARISON WITH THE 2021 AGEING REPORT

Projected education expenditure in the EU is revised slightly downwards in this report
compared with the 2021 Ageing Report. Table 1.4.5 compares the change of public expenditure on
education between the 2021 and 2024 Ageing Reports and provides a breakdown between a base year
effect, as well as student and employment effects, the latter components representing the revision of
the projected number of students and employed people between the two reports. In particular, the
education expenditure-to-GDP ratio at time t, for ISCED levels 1-8, can be expressed as a function of
base period ratios and of the ratio between the (average) student and employment indexes at time
t. (114) (}1°) Table 1.4.5 shows that, despite considerable cross-country variations, the expenditure-to-
GDP ratio for 2070 at EU level is, on average, revised downwards by about 0.1 pp between the 2021
and the 2024 Ageing Report.

Table 1.45: Breakdown of revision in expenditure-to-GDP ratio between 2024 and 2021 Ageing Reports
(pps of GDP)

Expenditure in 2070 (%GDP) Revisions
Difference Base Student index Employment index Discrepancy
2021 AR 2024 AR (3) = (2)-(1) (index %change) X (exp ratio in 2021 AR)
1) (2) (3) = (4)+(5)-(6)+(7) 4) (5) (6) (7) = (3)-(4)-(5)+(6)
BE 5.1 4.8 -0.3 0.2 0.0 0.3 -0.2
BG 3.3 3.8 0.5 0.9 0.2 0.3 =0-2
cz 4.1 4.4 0.3 0.6 -0.2 0.1 0.1
DK 5.2 4.9 -0.3 0.2 -0.1 -0.5 -0.8
DE 4.5 4.5 0.0 0.4 -0.1 0.1 -0.2
EE 3.8 3.4 -0.4 -0.1 0.0 0.2 -0.1
IE 3.2 2.1 -1.0 -0.5 -0.9 -0.3 0.0
EL 2.6 2.6 0.3 0.1 -0.2 -0.2 0.1
ES 3.2 3.5 0.3 0.5 -0.3 -0.2 0.0
FR 3.9 3.9 0.0 0.4 0.3 0.0 -0.1
HR 4.6 2.7 -1.8 -1.2 0.2 0.6 -0.1
IT .l 3.0 -0.1 0.4 -0.2 0.2 -0.1
cYy 4.6 4.5 -0.1 0.0 -0.9 -1.0 -0.1
Lv 3.6 3.4 -0.2 -0.1 0.1 0.2 0.0
LT 2.9 2.8 -0.1 0.1 0.1 0.0 -0.4
LU 2.2 2.6 0.4 0.2 0.4 -0.1 -0.3
HU 3.3 3.6 0.3 0.2 0.2 0.0 -0.1
MT 4.1 4.4 0.3 0.3 0.1 -0.5 -0.5
NL 4.4 3.9 -0.5 0.2 -0.1 0.3 -0.4
AT 4.5 4.2 -0.4 0.1 -0.1 0.0 -0.3
PL 3.8 4.0 0.2 0.2 0.7 0.2 -0.5
PT 4.1 4.3 0.2 0.4 0.2 0.2 -0.3
RO 2.4 2.5 0.1 0.0 0.5 0.3 -0.2
SI 3.9 4.0 0.1 0.4 -0.2 0.2 0.0
SK 3.8 4.0 0.3 0.5 0.3 0.3 -0.2
FI 4.4 4.2 -0.2 0.1 0.0 0.1 -0.1
SE 5.4 5.1 -0.3 0.0 -0.7 -0.3 0.2
NO 6.7 6.2 -0.5 0.3 -0.8 -0.3 -0.3
EA 3.9 3.8 -0.1 0.1 -0.1 0.0 -0.2
EU 4.0 3.9 -0.1 0.2 0.0 0.0 -0.2

- Base is the percentage increase between the 2024 and the 2021 Ageing Reports in the total expenditure-to-GDP ratio in base
year 2022, multiplied by expenditure-to-GDP in 2070 from the 2021 Ageing Report.

- Students (Employment) index is given by the ratio of the number of students (employed) in 2070 and in base year 2022.
Source: European Commission, EPC.

Cross-country results show a high variability in terms of revisions. A country-level
investigation highlights a remarkable downward revision of the expenditure-to-GDP ratio projected in
2070 in Croatia (-1.8 pps of GDP) and Ireland (-1 pp of GDP, see Table 1.4.5). Such results are upheld by
Graph 1.4.6, that provides a comparison of the number of students and employed people between the
current and previous Ageing Report. For Croatia, the downward effect can be mostly explained by a

(11%) See Equation (4.6) in Chapter 4 of Part Il in Volume | of the 2024 Ageing Report.
(*1%) Assuming a constant students-to-staff ratio. Student and Employment indexes are averaged across all ISCED levels.
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decline in base period values of the expenditure-to-GDP ratio (-1.2 pps of GDP).(!'®) Concerning
Ireland, the substantial decline in the projected number of students in 2070 is the major driver behind
the overall downward revision (contribution of -0.9 pps of GDP), although accompanied by a non-
negligible reduction in base year values (-0.5 pps of GDP). The former can also be seen in Graph 1.4.6.

Graph 1.4.6:

Comparison of students and employed in the 2021 and 2024 Ageing Reports (2070)
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Source: European Commission, EPC.

(%) In the case of Croatia, due to a previous lack of data, the two latest available years to build the base year projections in the
2021 Ageing Report were 2013 and 2014. For the 2024 Ageing Report, more recent data (2019 and 2020) have become
available. This factor contributes to explaining the base year revision between the 2021 and 2024 Ageing Reports.
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5. TOTAL COST OF AGEING

5.1. INTRODUCTION

The total cost of ageing is a critical indicator that represents the fiscal burden of an ageing
population on a country’s economy. It encompasses pension, health care, long-term care and
education expenditure. This chapter describes the projections of the total cost of ageing for each
Member State throughout the projection period from 2022 to 2070. It also examines the contribution
of each component to changes in the total cost of ageing. The expenditure-to-GDP ratios exhibit
significant variation across countries and spending items. In the last section of the chapter, the
baseline projections of the 2024 Ageing Report are compared with the baseline projections of the
2021 Ageing Report.

5.2. PROJECTION RESULTS

5.2.1. Baseline projections

The baseline projections of the total cost of ageing combine the baseline projections of
pension, health care, long-term care and education spending relative to GDP under the ‘no-
policy-change’ assumption. This implies that the changes are largely influenced by the underlying
demographic and macroeconomic assumptions. The projected total cost of ageing also incorporates the
future impact of already legislated reforms.

Graph1.5.1: Baseline: total cost of ageing 2022-2070 (in % of GDP)
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Countries are ranked by total cost of ageing in 2070.
Source: European Commission, EPC.

For most Member States, the total cost of ageing is expected to rise between 2022-2070,
while for six Member States (Croatia, France, Greece, Latvia, Italy and Portugal) costs are
projected to slightly decrease over the projection period (see Graph 1.5.1). For the EU as a whole,
the cost of ageing is expected to increase by 1.2 pps, from 24.4% of GDP in 2022 to 25.6% in 2070. A
similar increase is projected for the euro area. Graph 1.5.1 further shows that there is a considerable
variation in the change between 2022-2070 across countries, with spending ratios already differing
widely in the base year. Ireland had the lowest total cost of ageing in 2022 (at 12% of GDP), while this
ratio stood at 30% of GDP in Norway. In 2070, Latvia is projected to have the lowest total cost of
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ageing (at 15.4% of GDP), while Norway again is projected to have the highest cost of ageing (at
35.19% of GDP). For the EU, the country with the highest cost of ageing in 2022 is France (at 29.9% of
GDP). In 2070, Belgium is projected to be the EU Member State with the highest cost of ageing (at
31.9% of GDP).

The timing of the projected change in the total cost of ageing differs across Member States
(see Table 1.5.1). For the EU and the euro area aggregates, the projected increase in 2022-2030
amounts to 0.2 pps of GDP. This increase would accelerate in the 2030s to 0.6 pps and 0.8 pps
respectively for the EU and the euro area. Afterwards, the increase in the total cost of ageing would
slow down, to 0.3 pps of GDP in 2040-2050. In the remaining two decades, the total cost of ageing
would stabilise at the EU aggregate level. The country with the largest projected increase over 2022-
2070 in the total cost of ageing is Luxembourg, with an increase of 10.7 pps of GDP. It is expected to
see an accelerating increase in the cost of ageing over the projection period because the underlying
demographic assumptions push up pension spending in the later decades. The largest decrease is
projected in Greece, with a fall of 2.4 pps of GDP, which happens in the next decade and towards the
end of the projection period and is driven by lower pension expenditure.

Table 1.5.1:  Baseline: total cost of ageing and change by decade (in pps of GDP)

2022 2070 A 2022 -2070 of which in:
A 2022-2030| A 2030-2040| A 2040-2050| A 2050-2060| A2060-2070
BE 26.8 31.9 — 5.1 0.9 1.0 1.0 1.0 1.1 BE
BG 18.2 18.8 [ ] 0.6 0.9 -0.8 0.4 0.5 -0.5 BG
cz 20.6 24.3 [ 3.7 -0.6 1.7 2.0 1.1 -0.6 cz
DK 24.4 25.8 u 1.4 1.3 0.5 -0.6 -0.4 0.5 DK
DE 24.3 26.4 - 2.0 0.7 0.8 0.1 0.2 0.4 DE
EE 16.8 16.9 1 0.0 0.5 0.3 0.2 0.4 0.8 EE
1E 12.0 16.9 _— 4.9 0.4 1.2 1.7 1.1 0.6 1E
EL 23.4 21.0 i 2.4 2.2 1.3 0.7 1.3 1.0 EL
ES 23.9 29.0 —— 5.1 1.1 2.2 1.9 0.0 0.2 ES
FR 29.9 29.2 i 0.7 0.7 0.0 0.0 0.2 0.1 FR
HR 18.8 18.7 ] 0.2 0.8 0.5 0.4 0.1 0.0 HR
T 27.3 25.3 i 2.0 0.3 0.7 1.0 -1.6 0.4 T
cy 20.9 25.0 - 4.1 1.1 1.4 0.3 1.2 0.1 cy
Lv 17.2 15.4 H 1.9 0.8 0.4 0.1 0.3 1.0 Lv
LT 14.8 19.4 _— 4.6 1.9 1.4 0.9 0.9 0.3 LT
LU 17.2 27.9 I 0.7 0.5 2.0 1.9 3.0 3.2 LU
HU 16.0 21.3 I 5.2 0.1 1.8 1.9 1.1 0.6 HU
MT 16.9 25.6 ] 8.6 0.9 0.1 1.6 3.8 4.0 MT
NL 21.0 24.5 [ | 3.5 0.7 1.5 0.4 0.2 0.8 NL
AT 27.7 30.2 [ 2.6 1.4 0.3 0.1 0.4 0.3 AT
PL 19.1 21.0 - 1.9 1.4 0.4 0.7 0.6 0.5 PL
PT 23.3 22.8 i 0.5 1.1 2.0 0.6 -1.5 PT
RO 15.8 16.0 i 0.2 2.3 0.2 0.6 0.8 -2.1 RO
SI 22.1 27.5 ] 5.4 1.2 1.6 2.0 0.7 0.2 sI
SK 19.0 25.0 — 6.1 2.9 1.3 1.4 1.4 0.8 SK
FI 26.4 29.0 [ | 2.7 0.7 0.4 -0.2 1.1 1.4 FI
SE 23.6 24.5 [ | 0.8 0.2 0.3 0.1 0.7 0.2 SE
NO 30.1 35.1 ] 5.0 1.6 0.7 0.7 11 1.0 NO
EA 25.1 26.5 [ 1.4 0.2 0.8 0.3 0.1 0.2 EA
EU 24.4 25.6 | 1.2 0.2 0.6 0.3 0.0 0.0 EU

Source: European Commission, EPC.

5.2.2. Drivers of change in the total cost of ageing

The projected increase in the total cost of ageing can be broken down into changes in
spending on pensions, health care, long-term care and education. Table I.5.2 provides a detailed
breakdown of the contribution of each component to the overall cost of ageing, dividing the projected
change into two time periods: the first half of the projection period from 2022-2045 and the second
half from 2046-2070.
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Table 1.5.2:  Baseline: change of components in total cost of ageing (in pps of GDP)

Pensions Health care Long-term care Education
2022  A2022-45 A2046-70| 2022  A2022-45 A2046-70| 2022  A2022-45 A2046-70 | 2022  A2022-45 A2046-70
BE 12.7 1.9 1.6 6.1 0.4 0.2 23 0.9 0.8 5.6 -0.8 0.0 BE
BG 9.5 -0.1 0.3 4.5 0.4 -0.2 0.5 0.1 0.0 3.7 -0.1 0.2 BG
cz 8.7 1.3 0.4 6.4 0.1 0.2 1.5 0.7 0.7 4.1 0.1 0.2 cz
DK 8.3 0.0 -1.5 7.4 0.1 0.3 3.0 2.0 1.3 5.8 -0.5 -0.4 DK
DE 10.2 0.8 0.4 8.0 0.0 0.1 1.9 0.5 oo 43 0.2 0.0 DE
EE 7.4 0.1 -0.8 5.1 0.4 0.2 0.4 0.4 0.3 3.9 -0.6 0.0 EE
IE 3.8 1.7 1.1 4.1 0.8 0.7 1.2 0.6 0.8 2.8 -0.6 0.0 1E
EL 14.5 -0.5 -2.0 5.4 0.6 0.0 0.1 0.0 0.0 3.4 -0.4 -0.1 EL
ES 13.1 .8 -0.2 5.9 1.0 0.2 0.8 0.4 0.5 4.1 -0.7 0.1 ES
FR 14.4 -0.5 -0.3 8.8 0.1 0.2 1.9 0.4 0.3 4.8 -0.7 -0.2 FR
HR 9.0 0.3 -0.5 5.8 0.4 0.3 0.5 0.1 0.1 3.4 -0.7 0.0 HR
T 15.6 0.9 -2.8 6.3 0.1 0.0 1.6 0.3 0.2 3.8 -0.6 -0.2 T
cy 8.2 2.7 1.0 7.5 0.5 0.3 0.2 0.1 0.1 5.0 -0.4 -0.1 cy
Lv 7.2 -0.8 -0.9 6.0 [ISOBIN 0.0 0.5 0.2 0.1 3.6 -0.4 0.2 Lv
LT 6.4 3.1 0.1 4.3 0.5 0.2 1.0 0.4 0.4 3.0 -0.4 0.2 LT
LU 9.2 2.6 5.7 3.9 0.7 0.5 1.1 0.5 1.1 3.0 -0.4 0.0 LU
HU 7.7 2.4 1.8 4.3 0.4 0.1 0.5 0.2 0.2 3.5 0.0 0.1 HU
MT 6.2 -0.5 4.9 5.1 0.5 1.6 1.2 0.6 1.7 4.5 -0.7 0.6 MT
NL 6.5 1.4 0.6 5.7 0.5 0.2 3.8 1.2 0.6 4.9 -0.7 -0.3 NL
AT 13.7 0.5 -0.1 7.8 0.8 0.3 1.6 0.8 0.7 4.6 -0.5 0.1 AT
PL 10.2 0.4 -0.5 4.4 0.7 0.4 0.5 0.4 0.5 3.9 -0.2 0.3 PL
PT 12.2 29 [EEAN s:2 0.7 0.3 0.5 0.3 0.1 4.4 0.0 0.0 PT
RO 8.5 2.1 -3.0 4.4 0.6 0.1 0.3 0.2 0.2 2.5 0.0 0.0 RO
SI 9.8 3.0 0.9 7.0 0.7 0.1 1.0 0.6 0.4 4.3 -0.4 0.2 sI
SK 8.5 2.7 0.1 5.7 1.3 0.3 1.0 0.7 0.7 3.7 0.1 0.2 SK
FI 12.8 -0.4 1.8 6.2 0.4 0.3 2.1 1.1 0.7 5.3 -0.9 -0.2 FI
SE 7.4 -0.4 0.2 7.3 0.1 0.3 3.2 0.6 0.7 5.8 -0.5 -0.1 SE
NO 10.8 1.2 0.5 7.7 0.8 0.5 4.0 1.8 1.7 7.5 0.1 NO
EA 11.9 0.9 -0.2 7.1 0.2 0.2 1.8 0.5 0.3 4.3 -0.4 -0.1 EA
EU 11.4 0.7 -0.3 6.9 0.2 0.2 1.7 0.5 0.3 4.4 -0.4 0.0 EU

Source: European commission, EPC.

The projections reveal a discernible trend in the change of the total cost of ageing,
primarily influenced by demographic shifts. It is evident that the rise in pension expenditure
relative to GDP is predominantly concentrated in the first half of the projection period, with
Luxembourg and Malta being notable exceptions due to their migration-driven demographic
projections. This pattern can be attributed to the increasing retirement of the ‘baby boomer’ generation.
Over the course of the projection period, this generation slowly exits from the demographic statistics.
Conversely, a similar but inverse pattern is observed in education spending, with most Member States
witnessing a decrease in education expenditure as fewer children enter school. Fertility rates are
projected to undergo a slight recovery over the projection period, resulting in a stabilisation in
education expenditure.

Changes in pension expenditure are the largest contributor to the overall change in the
total cost of ageing for Member States, followed by the increases in spending on long-term
care and then health care. Changes in education expenditure are of lesser magnitude. Graph 1.5.2
shows the change over the period 2022-2070 of the total cost of ageing divided into its components,
facilitating a visual comparison of the significance of each spending driver in the overall change. Graph
1.5.3 shows the same breakdown over the period 2022-2045. Once more, the significant contribution of
the change in pension expenditure is evident and there is also a more pronounced decrease in
education spending.
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Graph 1.5.2: Baseline: change in cost of ageing 2022-2070 by component (in pps of GDP)

12.0
*

10.0
-

8.0

6.0 ® I
o« & o e *

. I ]
4.0 - | i I |

*
* ©
20 5 e .l- I

-2.0ill = l

EL IT LV FR PT HR EE RO BG SE DK PL DE AT FI NL CZ CY LT IE NO ES BE HU SI SK MT LU EA EU

Pension m Health care Long-term care = Education ¢ Change 2022-2070

Countries are ranked by change in total cost of ageing between 2022-2070.
Source: European Commission, EPC.

Graph 1.5.3: Baseline: change in cost of ageing 2022-2045 by component (in pps of GDP)
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Source: European commission, EPC.

5.2.3. Sensitivity tests and alternative scenarios

Different sensitivity tests and scenarios are considered in the 2024 Ageing Report to
account for possible upside or downside risks. Table 1.5.3 shows a selection of the most relevant
ones and their additional effect on the change in the total cost of ageing compared with the baseline

144



Part |

Long-term projections of age-related expenditure

projections. In the first column, the baseline change in the total cost of ageing between 2022 and
2070 is shown. The following columns show the additional impact from the change in assumptions.

Table 1.5.3:  Difference to baseline change in 2022-2070 for the sensitivity tests and alternative scenarios
(in pps of GDP)

Additional impact of unfavourable scenarios (pps of GDP) Additional impact of favourable scenarios (pps of GDP)
A 2022-2070 | Higher life Lower Lower Lower TFP Constant Risk scenario Higher Higher empl. Higher TFP Link to life
(%GDP) expectancy  migration fertility growth ret. age migration 55-74 growth expectancy

BE 5.1 1.2 0.9 1.3 1.1 1.1 29 -0.7 =il 3} -0.6 -1.6
BG 0.6 0.6 0.5 0.5 0.2 0.3 B -0.5 -0.4 -0.1 -0.9
cz 3.7 1.0 0.7 0.6 0.3 1.2 2.5 -0.6 -0.1 -0.2 -1.4
DK 1.4 0.8 0.9 0.7 0.7 2.0 1.3 -0.8 -0.4 -0.4
DE 2.0 0.5 0.9 0.5 0.1 0.4 1.7 -0.8 -0.2 -0.1 -0.9
EE 0.0 0.6 0.1 0.2 0.1 24 e 0.1 0.0 0.1
IE 4.9 0.5 0.6 0.6 0.0 0.1 1.7 05 =3 0.0 =il 2)
EL -2.4 0.0 1.3 0.6 0.7 1.0 4.1 -1.1 -0.1 -0.3
ES 5.1 1.0 il7 1.0 1.0 2.1 .5 =il.3 -1.2 -0.5 =il &)
FR -0.7 0.8 0.9 1.2 0.7 0.9 3.0 -0.7 -0.6 -0.4 -1.0
HR -0.2 0.5 0.4 0.7 0.2 0.2 2.5 -0.3 -0.7 -0.3 =il.3
IT 2.0 0.0 1.0 0.6 0.6 1.2 0.8 0.2 -0.4
cy 4.1 0.2 2.0 0.2 0.4 2.5 il.g -0.3 -0.1
Lv 1.9 0.2 0.1 0.0 0.1 0.1 0.1 0.0 -0.1 0.2
LT 4.6 0.3 0.5 0.0 0.4 0.2 0.0 0.0 -0.2 0.2
LU 10.7 0.8 0.3 1.1 0.7 0.0 0.2 -0.4 -0.5 2.2
HU 5.2 0.8 1.1 0.7 0.5 0.2 0.4 -0.4 0.3 2.3
MT 8.6 0.8 1.6 0.4 0.3 0.2 ilE) -0.6 0.3 0.7
NL 3.5 0.4 0.6 0.8 0.0 il 0.5 0.2 0.0 -l
AT 2.6 1.1 0.7 0.7 0.1 1.1 0.6 -0.5 -0.1 2.0
PL 1.9 0.5 0.3 0.5 0.3 0.2 0.2 0.3 -0.2 iloil
PT 0.5 0.7 0.6 0.7 0.8 1.9 0.6 -0.4 -0.4 0.1
RO 0.2 0.7 0.4 0.5 0.4 0.2 0.4 0.3 -0.2 0.6
SI 5.4 1.1 il 3} 1.0 0.2 1.0 1.0 -0.7 -0.2 1.6
SK 6.1 0.4 0.1 1.1 0.4 1.5 0.1 0.2 -0.2
FI 2.7 0.3 0.8 1.1 0.5 1.0 0.7 0.3 0.4
SE 0.8 0.0 0.9 0.6 0.0 0.9 0.8 0.4 0.0 0.1
NO 5.0 0.9 1.0 1.1 0.2 0.2 0.9 -0.8 0.2 0.6
EA 1.4 0.6 0.9 0.8 0.4 0.9 0.8 -0.4 0.3
EU 1.2 0.6 0.8 0.9 0.4 1.0 0.7 -0.4 0.2

- The risk scenario is only relevant for health care and long-term care. It assumes a higher elasticity of demand for health care
and that for long-term care the cost and coverage converge to the EU average.

- The link to life expectancy scenario is only conducted for countries that do not already have a full link legislated.

Source: European Commission, EPC.

The 2024 Ageing Report first explores a series of shocks that could have an adverse impact
on the total cost of ageing. The ‘higher life expectancy’ assumption affects expenditure by
increasing pension spending due to a longer retirement period and higher health care and long-term
care costs. For the EU and the euro area aggregates, the projected change in total costs of ageing is
0.6 pps of GDP higher relative to the baseline. The ‘lower migration’ and the ‘lower TFP growth’ tests
increase the total cost of ageing ratio compared with the baseline mainly through a denominator
effect, i.e., by reducing the GDP projections. Lower migration by a reduction in labour supply, lower TFP
- mostly mechanically - through lower GDP growth, which in turn increases the expenditure-to-GDP
ratio. () Under the ‘lower fertility’ sensitivity test, GDP is projected to grow considerably less
compared with the baseline. (}!8) This effect outweighs the lower costs on education, pension, health
care and long-term care spending due to a smaller population in the long term. For the EU and the euro
area, spending is projected to be 0.9 pps and 0.8 pps of GDP higher than in the baseline in 2070. The
‘constant retirement age scenario’ shows future pension spending developments if the Member States
would keep the statutory retirement age, as well as career requirements, constant over the projection
horizon at its 2023 level. For the EU as a whole, the total cost of ageing would be 1 pp of GDP higher
in this scenario compared with the baseline. The ‘risk scenario’ would have the biggest impact on future
expenditure developments. This scenario, which only affects health care and long-term care spending,
assumes (i) that the cost and the coverage of long-term care converge to the EU average levels and,
(ii) for health care spending, a higher income elasticity of demand, representing the impact of non-

(*¥”)There are second round effects in the calculation of the pension expenditure in case of these scenarios. Especially, if
spending on pension is linked to wages, which in the projections develop in line with GDP. For more details, see Chapter 1.
(18) See Chapter 5 in Part | in Volume | of the 2024 Ageing Report.
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demographic factors. This leads to much larger expenditure increases than in the baseline, especially in
Member States with the lowest long-term care cost profiles and coverage ratios in 2022.

The 2024 Ageing Report also considers several favourable tests and scenarios, which could
lead to a lower total cost of ageing over the projection period compared with the baseline.
In case of ‘higher migration’, expenditure would be lower than in the baseline due to an increase in the
projected work force mirroring the effects of the ‘lower migration’ test. Under the ‘higher TFP growth’
sensitivity test, the total cost of ageing is projected to be lower than in the baseline, primarily due to
higher GDP projections. The difference compared to the baseline is relatively smaller in absolute terms
than for the ‘lower TFP’ test, as these shocks are constructed slightly asymmetrically. (1*°) The ‘higher
employment rate for older workers’ test looks at the effects of an increase of 10pps in the
employment rate of the age group 55-74 compared with the baseline. In general, the sensitivity test
leads to a decrease in the total cost of ageing with respect to the baseline projections. The decreases
are driven by two factors: (i) the increase in employment leads directly to a higher GDP growth and (ii)
the higher effective retirement age assumed decreases pension expenditure further reducing the
expenditure-to-GDP ratio. These effects outweigh in most countries the higher pension costs due to the
additional pension rights accrued over the longer careers. Notable exceptions are Estonia, Italy and
Lithuania, where the cost of ageing increases in this sensitivity test. The ‘link of retirement age to life
expectancy scenario’ leads to a reduced projected change in the total cost of ageing, compared with
the baseline, as older people work longer over the projection period. The increase in the labour force
increases the GDP projections while the higher effective retirement age reduces pension expenditure.
Graph 1.5.4 gives an overview of the range of possible changes in the total cost of ageing for each
Member State, showing the single most favourable and the single most adverse scenario over the
projection period 2022-2070.

Graph 15.4: Range of change in total cost of ageing between 2022-2070 (in pps of GDP)
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Countries are ranked by change in baseline between 2022-2070.
Source: European Commission, EPC.

(11°) While the higher and lower TFP growth assumptions have the same distance from the baseline in 2070 (+/- 0.2 pps), the
anchor points in 2040 and 2048 are asymmetrical. For the 2040 anchor point, the difference between the higher/lower TFP
growth tests and the baseline are 0.0 pp and -0.2 pps respectively. For the 2048 anchor point, the difference between the
higher/lower TFP growth assumption and the baseline are +0.1 pp and -0.2 pps respectively. For more details see Chapter 3
in Part | in Volume | of the 2024 Ageing Report.
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In the ‘lower TFP growth’ sensitivity test, the higher projected change in the total cost of
ageing compared with the baseline varies among Member States depending on indexation
rules and by decade as the lower TFP growth assumptions change the GDP projections the
strongest in 2040-2060 (see Table 1.5.4). As GDP growth drives wage growth in the Ageing Report
projections, countries where the pension benefit is linked to wage growth will have projections close to
the baseline. In contrast, countries linking pension benefits to inflation report larger differences in the
total cost of ageing when assuming lower TFP growth. As the expenditure for health care, long-term
care and education is mostly linked to GDP growth, these spending components are projected to be
less affected by changes in GDP and therefore do not differ significantly from the baseline projections.
Table 1.5.4 further illustrates the more unfavourable developments in the ‘lower TFP growth’ test over
the decades. In the period 2022-2030, there are little differences as there are no relevant changes in
the pension expenditure projections. In the decade 2030-2040, the total cost of ageing increases by
0.9 pps of GDP for the EU and 0.7 pps of GDP for the euro area, which is 0.1 pp of GDP more than
under the baseline. In the period 2040-2050, the increase in the total cost of ageing is 0.5 pps for the
EU and the euro area, which is 0.2 pps more than in the baseline. In the decade 2060-2070,
differences are smaller. The total cost of ageing increase by 0.1 and 0.2 pps of GDP for the EU and the
euro area respectively compares to 0.0 pp of GDP and 0.2 pps of GDP in the baseline.

Table 1.5.4: Lower TFP growth: difference in total cost of ageing vs baseline (in %/pps of GDP)

Lower TFP sensitivity test Difference between lower TFP test and baseline of which in:
2022 2070 A 2022 -2070 A 2022-70 | A 2022-30 | A 2030-40 | A 2040-50 | A 2050-60 | A 2060-70
BE 26.8 32.9 ] 6.2 1.1 0.0 0.1 0.3 0.3 0.3 BE
BG 18.2 19.0 1 0.8 0.2 0.0 0.1 0.1 0.1 0.0 BG
cz 20.6 24.6 - 4.0 0.3 0.0 0.1 0.1 0.1 0.0 cz
DK 24.4 26.5 [ ] 2.1 0.7 0.0 0.1 0.2 0.2 0.2 DK
DE 24.3 26.5 - 2.1 0.1 0.0 0.0 0.0 0.1 0.0 DE
EE 16.8 17.0 i 0.2 0.1 0.0 0.0 0.0 0.0 0.0 EE
IE 12.0 17.0 _— 5.0 0.0 0.0 0.0 0.0 0.0 0.0 IE
EL 23.4 21.6 ] 1.7 0.7 0.0 0.1 0.3 0.2 0.1 EL
ES 23.9 30.0 _— 6.1 1.0 0.0 0.2 0.4 0.3 0.1 ES
FR 29.9 29.8 i 0.0 0.7 0.0 0.1 0.2 0.2 0.1 FR
HR 18.8 18.9 i 0.0 0.2 0.0 0.0 0.1 0.1 0.1 HR
T 27.3 25.8 i 1.4 0.6 0.0 0.2 0.3 0.1 0.0 T
cy 20.9 25.4 [ 4.5 0.4 0.0 0.1 0.1 0.1 0.1 cy
LV 17.2 15.5 ] 1.8 0.1 0.0 0.1 0.0 0.0 0.0 Lv
LT 14.8 19.8 [ 5.1 0.4 -0.1 0.0 0.1 0.2 0.2 LT
LU 17.2 28.6 S 14 0.7 0.0 0.1 0.2 0.2 0.2 LU
HU 16.0 21.8 [ 5.8 0.5 0.0 0.1 0.2 0.1 0.1 HU
MT 16.9 26.0 — 9.1 0.5 0.0 0.0 0.1 0.1 0.2 MT
NL 21.0 24.5 - 3.5 |INee oo 0.0 0.0 0.0 0.0 NL
AT 27.7 30.4 - 2.7 0.1 0.0 0.0 0.2 0.0 |IDEoE| AT
PL 19.1 21.3 - 2.2 0.3 0.0 0.1 0.1 0.1 0.0 PL
PT 23.3 23.6 [ 0.3 0.8 0.0 0.2 0.4 0.2 0.1 PT
RO 15.8 16.4 1 0.6 0.4 0.0 0.1 0.2 0.0 0.0 RO
SI 22.1 27.7 _—— 5.6 0.2 0.0 0.1 0.1 0.0 0.0 SI
SK 19.0 25.4 _— 6.4 0.4 0.0 0.1 0.1 0.1 0.0 sK
FI 26.4 29.6 - 3.2 0.5 0.0 0.1 0.2 0.1 0.1 FI
SE 23.6 24.5 a 0.8 0.0 0.0 0.0 0.0 0.0 0.0 SE
NO 30.1 35.3 [ 5.3 0.2 0.0 0.0 0.1 0.1 0.1 NO
EA 25.1 27.0 ] 1.8 0.4 0.0 0.1 0.2 0.1 0.0 EA
EU 24.4 26.0 [ 1.6 0.4 0.0 0.1 0.2 0.1 0.0 EU

Source: European Commission, EPC.

The large differences between the baseline and the ‘risk scenario’ are entirely driven by
higher expenditure in health care and long-term care (see Table 1.5.5). The increased spending
compared with the baseline comes from the assumptions (i) that the cost and the coverage of long-
term care converge to the EU average levels and (ii) of a higher income elasticity of demand for health
care spending. (}?°) These assumptions lead to large increases in the total cost of ageing in 2022-
2070. For the EU, the difference in increase in the total cost of ageing is high with 2.7 pps. While the
total cost of ageing increases by 1.2 pps in the baseline, the increase in the ‘risk scenario’ is 3.9 pps:

(12%) A detailed description of the risk scenario for health care and long-term care can be found in the respective Chapters 2 for
health care and Chapter 3 for long-term care.
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from 24.4% of GDP in 2022 to 28.3% in 2070. For the euro area the total cost of ageing increases by
2.6 pps more than in the baseline between 2022-2070 from 25.1% to 29.1%, an increase of 4.0 pps.
The differences in the total cost of ageing are also exponentially more prominent at the end of the
projection period as is evident when looking at Table 1.5.5. The difference in the change for the EU and
the euro area is 0.3 pps higher between 2022-2030 while being 0.5 pps of GDP higher between 2030~
2040. This trend accelerates as the total cost of ageing is projected to be 0.6 pps of GDP higher in the
‘risk scenario’ than in the baseline for the EU and the euro area between 2040-2050 and the period
2050-2060. In the years 2060-2070, the difference between the ‘risk scenario’ and the baseline is
projected to be 0.7 pps and 0.6 pps of GDP for the EU and the euro area.

The variations across Member States are mostly driven by the differential in the impact of
the long-term care assumptions. Countries with a large informal care sector and lower cost profiles
show the largest increase under this scenario. Differences to the baseline also come from differences
from health care expenditure but variation across countries is smaller.

Table 1.5.5: Risk scenario: change in total cost of ageing by decade (in pps of GDP)

Risk scenario Difference between risk scenario and baseline of which in:
2022 2070 A 2022-2070 A 2022-70 | A 2022-30 | A 2030-40 | A 2040-50 | A 2050-60 | A 2060-70
BE 26.8 34.7 T 8.0 2.9 0.3 0.5 0.6 0.6 0.8 BE
BG 18.2 22.1 | 3.9 3.3 0.4 0.6 0.6 0.8 0.9 BG
cz 20.6 26.8 — 6.2 2.5 0.3 0.5 0.5 0.6 0.6 cz
DK 24.4 27.1 [ 2.7 1.3 0.2 0.3 0.4 0.2 0.2 DK
DE 24.3 28.1 _— 3.8 1.7 0.3 0.4 0.5 0.3 0.3 DE
EE 16.8 23.1 I 6.3 6.2 0.5 0.8 1.1 1.5 2.3 EE
IE 12.0 18.6 I 6.6 1.7 0.5 0.3 0.3 0.3 0.3 IE
EL 23.4 25.0 - 1.7 4.1 0.3 0.3 0.6 1.0 1.8 EL
ES 23.9 32.5 ] 8.6 3.5 0.3 0.5 0.8 1.0 0.9 ES
FR 29.9 32.1 - 2.2 3.0 0.3 0.5 0.7 0.7 0.7 FR
HR 18.8 21.2 ] 2.4 2.5 0.5 0.5 0.5 0.5 0.5 HR
T 27.3 27.0 i -0.3 1.8 0.2 0.3 0.5 0.4 0.3 T
cy 20.9 29.6 I 8.7 4.6 0.3 0.5 0.6 0.9 2.2 cy
LV 17.2 18.9 - 1.6 3.5 0.5 0.7 0.7 0.8 0.9 Lv
LT 14.8 28.0 I 132 8.6 0.6 1.0 1.4 2.2 3.3 LT
LU 17.2 29.8 ] 12.5 1.9 0.2 0.3 0.4 0.5 0.6 LU
HU 16.0 25.3 I 9.3 4.0 0.4 0.6 0.7 1.0 1.4 HU
MT 16.9 29.9 I 29 4.3 0.4 0.5 0.5 0.9 2.1 MT
NL 21.0 27.1 I 6.1 2.6 0.3 0.4 0.6 0.6 0.7 NL
AT 27.7 32.6 I 4.9 2.4 0.3 0.5 0.6 0.5 0.5 AT
PL 19.1 25.4 1 6.3 4.4 0.5 0.7 0.8 1.0 1.4 PL
PT 23.3 31.7 I 8.4 8.9 0.5 0.9 1.6 2.4 3.4 PT
RO 15.8 20.1 _— 4.3 4.0 0.6 0.6 0.7 1.0 1.2 RO
SI 22.1 31.1 I 8.9 3.6 0.6 0.8 0.7 0.8 0.8 SI
SK 19.0 29.3 I 10.4 4.3 0.5 0.8 0.9 1.1 1.1 SK
FI 26.4 31.9 I 5.6 2.9 0.3 0.5 0.5 0.6 0.9 FI
SE 23.6 27.2 || 3.6 2.7 0.3 0.4 0.5 0.6 0.9 SE
NO 30.1 37.1 1 7.0 2.0 0.3 0.4 0.5 0.4 0.4 NO
EA 25.1 29.1 — 4.0 2.6 0.3 0.5 0.6 0.6 0.6 EA
EU 24.4 28.3 _— 3.9 2.7 0.3 0.5 0.6 0.6 0.7 EU
Source: European Commission, EPC.

5.3. COMPARISON WITH THE 2021 AGEING REPORT

The comparison of the total cost of ageing between the 2024 Ageing Report and the 2021
Ageing Report gives a mixed picture. In half of the Member States, projected changes over the
period 2022-2070 are higher this round compared with the 2021 Ageing Report, while in the other
half, projected developments are lower than expected in the previous update (see Table 1.5.6). For the
EU, the difference is a 0.1 pp larger change in the total cost of ageing over the projection period
between the 2024 Ageing Report and the 2021 Ageing Report. Looking at the different decades,
expenditure grows in the years 2022-2030 by 0.3 pps of GDP less for the EU. In the decade from
2030-2040, this change is 0.2 pps lower. Afterwards, the trend reverses with a higher change in
spending between 2040-2050 by 0.1 pp of GDP compared to the 2021 Ageing report in the same
period. These larger changes compared to the 2021 Ageing Report continue in the following decades,
leading to a 0.2 pps and 0.4 pps of GDP difference in the change of the total cost of ageing in the EU
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in the years 2050-2060 and 2060-2070. This pattern is due to lower expenditure projections for
health care and education in the medium term compared to the 2021 Ageing Report. In the long term,
the higher pension projections in the 2024 Ageing Report lead to a higher projected total cost of ageing
compared to the 2021 Ageing Report.

Table 1.5.6: Baseline: difference in total cost of ageing between 2024 and 2021 Ageing Reports (in pps of GDP)

of which in:
2022 2070 A 2022-2070
A 2022-30 | A 2030-40 | A 2040-50 | A 2050-60 | A 2060-70
BE 0.5 0.9 ] 0.5 -0.4 -0.5 -0.1 0.5 0.9 BE
BG 1.4 0.6 ] -0.8 1.1 -1.0 -0.6 -0.1 -0.1 BG
cz 0.4 0.4 ] -0.8 -0.9 0.0 -0.2 0.0 0.3 cz
DK -0.7 1.1 ] 0.4 0.8 0.2 -0.7 0.6 0.3 DK
DE 0.6 0.2 i 0.8 0.4 0.3 -0.4 0.1 0.4 DE
EE -0.3 1.3 - 1.5 1.0 0.2 0.3 0.4 0.3 EE
IE -1.9 2.5 ] 0.6 0.9 0.3 0.3 0.4 0.0 1E
EL 0.1 1.1 - 1.0 0.5 1.2 0.9 0.2 -0.7 EL
ES 0.6 7.1 SN 6.5 1.9 1.3 1.0 1.0 1.3 ES
FR -0.5 0.5 u 1.0 -1.1 0.1 0.6 0.6 0.9 FR
HR -3.0 2.6 1 0.5 0.5 0.0 -0.1 0.1 0.2 HR
T -0.5 1.1 i 0.6 0.8 -0.4 -0.1 0.3 0.4 IT
cYy 2.9 5.7 —— 2.8 1.0 1.0 0.6 0.5 0.3 cYy
LV 0.7 0.1 ] 0.6 0.5 0.1 0.1 0.2 0.4 Lv
LT -1.1 2.5 [ ] 3.6 1.2 0.7 0.7 0.7 0.3 LT
LU -0.3 0.6 [ 0.8 0.8 0.0 -0.5 0.7 1.4 LU
HU -1.4 1.3 i 0.1 0.2 0.0 0.0 0.1 0.0 HU
MT -1.2 0.3 - 0.9 0.6 -0.5 -0.3 0.6 1.7 MT
NL -0.6 1.8 i 1.2 0.8 -0.8 -0.1 0.0 0.4 NL
AT 0.0 0.3 ] 0.3 0.0 -0.5 -0.4 0.2 0.4 AT
PL -2.8 3.1 ] 0.4 1.1 -0.4 -0.1 0.5 0.4 PL
PT 0.0 1.1 = 1.1 0.4 1.0 1.6 0.8 0.4 PT
RO -4.8 3.9 [ 0.9 2.8 -1.4 -0.4 0.1 0.3 RO
SsI 0.7 2.1 i 2.7 00 [-te | -09 0.2 0.0 sI
SK -1.2 4.1 i 2.9 1.2 -1.1 -1.4 0.9 -0.7 SK
FI -0.9 0.8 i 0.1 0.1 0.2 -0.2 0.0 0.0 FI
SE 1.1 1.9 ! 0.8 0.6 0.4 -0.4 0.4 0.4 SE
NO 0.1 1.2 : 1.4 0.1 -0.7 -0.3 0.3 0.1 NO
EA -0.2 0.2 ] 0.5 0.5 0.1 0.1 0.3 0.6 EA
EU -0.5 0.4 i 0.1 0.3 0.2 0.1 0.2 0.4 EU

Source: European commission, EPC.

Differences between the 2024 and the 2021 Ageing Report projections are driven by
changes in different assumptions and policy measures, depending on the expenditure
component. Table 1.5.7 identifies the drivers in the differences in change between 2022 and 2070
more in detail. The change in pension spending over the projection period is higher in the 2024 Ageing
Report for all countries except Bulgaria (-0.6 pps of GDP), Germany (-0.5 pps), Slovenia and Slovakia
(both -1.9 pps) and Norway (-0.5 pps). For Bulgaria and Slovakia, the downward revision is driven by
policy measures, while for Germany the difference is due to changes in the underlying assumptions.
For Slovenia, the difference comes from a modification in the interpretation of the unchanged policy
assumption. The largest upward revisions are for Spain (+6.6 pps of GDP; driven by policy measures),
Lithuania (+3.5 pps; driven by changes in the assumptions) and Cyprus (+2.5 pps of GDP; driven by
changes in the assumptions). For health care, differences between the two reports are mostly driven by
changes in the implemented reforms and the base-year effects with Poland (-0.8 pps), Czechia (-0.6
pps of GDP), Italy (-0.6 pps) and Latvia, Malta and Portugal (-0.5 pps) having the largest downward
revisions. For long-term care, the drivers of the differences between the 2024 and 2021 Ageing
Reports are more divers. For the EU and euro area level, differences come mainly from a revision in
the GDP projections and base-year effects while the largest downward corrections at country-level are
observed for Poland (-0.7 pps of GDP; base-year effects), Sweden (-0.7 pps; change in coverage), the
Netherlands (-0.6 pps; change in GDP assumptions) and Slovakia (-0.6 pps; change in GDP
assumptions). Section 3.5 in Chapter 3 explains the details of these difference at country-level. For
education spending, differences are mainly driven by the change in the underlying demographic
assumptions.
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Table I.5.7:  Baseline: difference with 2021 Ageing Report (2022-2070; pps of GDP)
Pensions Health care Long-term care Education Total cost of ageing
2022 A2022-45 A2022-70 2022 A2022-45 N2022-70 2022 A2022-45 A2022-70 2022 A2022-45 NA2022-70 2022 A2022-45 A2022-70
BE -0.2 -0.3 1.3 0.4 -0.1 0.0 0.0 -0.2 -0.3 0.2 -0.4 -0.5 0.5 -1.0 0.5 BE
BG 0.5 -0.1 -0.6 -0.1 0.0 0.0 0.2 0.0 0.0 0.8 -0.2 -0.2 1.4 -0.3 -0.8 BG
cz -0.6 -0.1 0.1 0.6 -0.7 -0.6 -0.1 -0.1 -0.2 0.5 -0.1 -0.2 0.4 -1.0 -0.8 cz
DK -0.7 1.2 0.3 0.6 -0.4 -0.3 -0.7 -0.2 0.1 0.2 -0.3 -0.5 -0.7 0.3 -0.4 DK
DE -0.6 -0.6 -0.5 0.6 -0.4 -0.3 0.3 0.2 0.3 0.3 -0.2 -0.3 0.6 -0.9 -0.8 DE
EE -0.3 1.5 1.6 0.1 -0.2 -0.2 0.0 0.3 0.4 -0.1 -0.2 -0.3 -0.3 1.4 1.5 EE
IE -1.3 -0.4 0.3 0.0 0.0 0.1 -0.1 -0.3 -0.4 -0.5 -0.5 -0.5 -1.9 -1.2 -0.6 IE
EL -1.0 1.2 1.0 0.9 -0.1 -0.2 0.0 0.0 0.0 0.2 0.2 0.1 0.1 1.3 1.0 EL
ES -0.1 3.8 6.6 0.1 -0.2 -0.1 0.0 0.0 0.2 0.5 -0.2 -0.2 0.6 3.5 6.5 ES
FR -0.8 0.1 1.8 0.0 -0.5 -0.4 -0.1 0.0 0.0 0.4 -0.3 -0.4 -0.5 -0.7 1.0 FR
HR -1.7 0.9 1.1 -0.1 -0.1 0.0 0.1 0.0 0.0 -1.3 -0.4 -0.6 -3.0 0.4 0.5 HR
IT -0.8 -0.1 0.9 0.0 -0.7 -0.6 -0.1 -0.3 -0.4 0.4 -0.3 -0.5 -0.5 -1.4 -0.6 IT
cYy -1.5 2.1 2.5 4.6 0.3 0.5 -0.2 -0.1 -0.1 0.0 0.0 -0.1 2.9 2.4 2.8 cYy
LV -0.5 0.5 0.0 1.2 -0.7 -0.5 0.0 0.0 0.1 -0.1 -0.2 -0.2 0.7 -0.3 -0.6 LV
LT -1.3 2.6 3.5 0.1 0.0 0.2 0.0 0.0 0.2 0.1 -0.3 -0.3 -1.1 2.3 3.6 LT
LU -0.8 =il.3 0.3 0.2 0.1 0.3 0.1 0.0 0.1 0.2 0.2 0.2 -0.3 -1.0 0.8 LU
HU -0.9 0.3 0.5 -0.6 -0.2 -0.3 0.0 -0.1 -0.3 0.2 0.1 0.1 -1.4 0.1 0.1 HU
MT -1.2 -0.4 0.8 0.3 -0.7 -0.5 -0.1 =01l 0.6 0.3 -0.1 0.0 -1.2 =il 0.9 MT
NL -0.8 -0.3 0.2 0.0 -0.1 0.0 0.0 -0.6 -0.6 0.3 -0.6 -0.8 -0.6 -1.7 -1.2 NL
AT -0.6 -0.1 0.3 0.8 -0.1 0.0 -0.3 -0.2 -0.2 0.1 -0.3 -0.4 0.0 -0.7 -0.3 AT
PL -1.4 1.5 1.0 -1.2 -0.5 -0.8 -0.3 -0.3 -0.7 0.2 0.0 0.1 -2.8 0.6 -0.4 PL
PT -0.8 2.3 1.7 0.4 -0.5 -0.5 0.0 0.1 0.0 0.4 -0.1 -0.2 0.0 1.7 1.1 PT
RO -5.2 1.1 1.0 0.4 -0.1 -0.2 0.0 0.0 0.0 0.0 0.2 0.1 -4.8 1.2 0.9 RO
SI -0.4 -1.6 -1.9 0.7 -0.3 -0.3 -0.1 -0.1 -0.2 0.4 -0.3 -0.4 0.7 -2.3 =27/ SI
SK -1.0 -0.2 -1.9 -0.6 0.0 -0.3 0.0 -0.2 -0.6 0.4 -0.1 -0.2 -1.2 -0.5 -2.9 SK
FI -0.9 0.6 0.6 0.0 -0.2 -0.1 -0.1 -0.2 -0.1 0.1 -0.2 -0.3 -0.9 0.1 0.1 FI
SE -0.8 0.8 0.5 0.1 -0.4 -0.3 -0.4 -0.3 -0.7 0.0 -0.1 -0.2 -1.1 0.1 -0.8 SE
NO -0.6 0.0 -0.5 0.5 0.1 0.2 -0.2 -0.2 -0.3 0.4 -0.7 -0.8 0.1 -0.8 -1.4 NO
EA -0.8 0.2 1.2 0.2 -0.4 -0.3 0.0 0.0 0.0 0.3 -0.3 -0.4 -0.2 -0.5 0.5 EA
EU -0.9 0.3 1.0 0.1 -0.4 -0.4 0.0 -0.1 -0.2 0.3 -0.3 -0.4 -0.5 -0.5 0.1 EU

Source: European Commission, EPC.
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ANNEX |

Overview of pension systems

Table L.AL1l:  Pension schemes in EU Member States and projection coverage

Public pensions®’ Private pension scheme
minimum old-age fearly disability survivor occupa'.:lonal man.datory vollzlntary
s (4 n - -
scheme type ) retiren pension pension pension _ private _ private
v v pension scheme individual individual
- ER priv M* priv(® .
BE DB MT - SA ER ER FR self-emp ER V* self-emp X yes
BG DB MT - SA ER ER ER ER V* quasi M* yes*
cz flat rate + DB FR & ER ER ER ER ER X X yes*
DK flat rate + DB FR & MT suppl. AR G A FR FR quasi M X yes
suppl.
DE PS MT - SA* ER ER ER ER V* X yes*
EE flat rate + PS MT - SA ER ER ER ER V* quasi M yes*
IE flat rate + DB MT - FR & SA FR X FR - MT FR - MT \;1 ‘;‘:ﬁ, X yes*
EL® flat rate + DB + NDC MT - FR FR - ER FR - ER FR - ER FR - ER Vv yes yes*
ES DB MT ER ER ER ER Vv X yes
FR® DB + PS MT - SA ER ER ER ER V* X yes*
HR PS ER ER ER ER ER X yes yes*
IT NDC MT - SA ER ER ER ER V* X yes*
*
oy PS MT & ER ER ER ER ER M* pub X yes*
V* priv

Lv NDC FR - SA ER ER ER ER X yes yes*
LT flat rate + PS SA ER ER ER ER X quasi M yes*
LU DB FR® ER ER ER ER V* X yes*
HU DB MT - SA® ER ER ER ER V* X yes*
MT flat rate + DB MT - SA FR & ER FR & ER FR & ER FR & ER V* X yes*
NL flat rate + DB SA FR X ER FR M X yes*
AT DB MT - SA ER ER ER ER V* X yes*
PL NDC ER ER ER ER ER V* yes* yes*
PT DB MT - SA? ER ER ER ER oo M X yes*
RO PS SA ER ER ER ER X yes yes
SI DB MT - SA* ER ER ER ER V* X yes*
SK PS MT - SA ER ER ER ER X quasi M yes*
FI DB MT ER ER ER ER V* X yes*
SE NDC MT ER ER ER ER quasi M yes yes
NO NDC FR ER X ER X M* X yes*

(1) The public supplementary pension fund is NDC since 2015. From 2022 onwards, the supplementary pensions of new labour
market entrants are covered by a funded DC scheme (treated as a mandatory private individual scheme in the projections). (2)
Point system refers to the complementary ARRCO and AGIRC schemes. (3) Public pension expenditure includes all public
expenditure on pensions and equivalent cash benefits granted for a long period, see Annex 5 for details on the coverage of the
public pension expenditure projections. (4) Minimum pensions correspond to minimum pensions and other social allowances for
older people not included elsewhere. (5) The minimum pension constitutes an integral part of the pension, guaranteed for
members that have contributed at least 20 years. It is included in the projections. Elder people who do not qualify for a minimum
pension can receive the means-tested social inclusion income, which is not included in the projections. (6) Aside from the old-age
allowance, which is not included in the pension system, there is an earnings-related minimum pension under the state pension
system. Both are included in the projections. (7) Includes all pensions of the non-earning-related scheme such as old-age,
disability and survivor pensions and the social supplement. (8) Participation in an occupational scheme is mandatory for
employees if their company is subject to a collective agreement that provides for a second pillar. (9) Occupational pension
schemes established under collective bargaining agreements are mandatory for employers, with the possibility to opt-out for
employees, others are voluntary.

DB defined benefit

PS point system

NDC notional defined contribution

MT Means-tested

FR Flat rate

ER Earnings-related

SA Social allowance/assistance

X Does not exist

Vv Voluntary participation in the scheme
M Mandatory participation in the scheme

Not covered in the projections

Source: European Commission, EPC.
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Table .AL2:  Main indexation and valorisation parameters for old-age pensions

Pensionable earnings reference General valorisation variable(s) General indexation variable(s)

BE Full career Prices Prices and living standard
BG Full career Wages Prices and wages
Ccz Full career Wages Prices and wages
DK Years of residence Not applicable Wages

DE Full career Wages Wages

EE Full career Prices and social taxes Prices and social taxes
1IE Flat rate Not applicable No fixed rule

EL Full career Prices and wages Prices and GDP (max 100% prices)
ES 324 best months in last 348 Prices Prices

FR 25 best years (CNAVTS) Prices Prices

HR Full career Prices and wages Prices and wages
IT Full career GDP Prices

CY Full career Wages Prices and wages
Lv Full career Contribution wage sum index Prices and wage sum
LT Full career Wage sum Wage sum

LU Full career Prices and wages Prices and wages
HU Full career Wages Prices

MT 10 best of last 41 years Cost of living Prices and wages
NL Years of residence Not applicable Wages

AT Full career Wages Prices

PL Full career NDC 1st: Wages, NDC 2nd: GDP Prices and wages
PT Full career up to a limit of 40y Prices and wages Prices and GDP
RO Full career Prices and wages Prices and wages
SI Best consecutive 24 years Wages Prices and wages
SK Full career Wages Prices

FI Full career Prices and wages Prices and wages
SE Full career Wages Wages

NO Full career Prices and wages Prices and wages

BG - Pensionable earnings reference is full career back to 2000.
CZ - Pensionable earnings reference is full career back to 1986.
IE — A price and wage indexation rule has been assumed in the projections.

EL - Pensionable earnings reference is full career, considering wages/income from 2002 onwards.

ES - Pensionable earnings reference is last 25 years as of 2022.

FR — The pensionable earnings reference is full career in AGIRC and ARRCO; CNAVTS: Caisse nationale de l'assurance vieillesse
des travailleurs salariés. Valorisation rule and indexation of 1% in both AGIRC and ARRCO.

LT - Pensionable earnings reference is full career back to 1994. Pensions are indexed to the seven-year average of the wage
sum growth over the current, previous three and next three years. The index is applied in case of a balanced budget of the
Pension Social Security System in two consecutive years and contingent on positive GDP or wage sum growth.

LU - Indexation rule is wages if sufficient financial resources are available, otherwise only cost of living indexation.

HU - Pensionable earings reference is full career back to 1988.

MT - Pensionable earnings reference rule applies to people born as of 1969.

PT - Pensionable earnings reference is full career as of 2002. Price and wage valorisation applies to earnings recorded from
2002 onwards.

SK - Pensionable earnings reference is full career back to 1984.

SE - Indexation rule is wage growth minus 1.6 pps.

Source: European Commission, EPC.
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Long-term projections of age-related expenditure

Table LAL3:  Automatic adjustment mechanisms

Automatic Sustainability factor Retirement age
balancing (benefit linked to linked to life
mechanism life expectancy)®® expectancy
CcY X
DE X
DK™ X
FR® X
FI X X
EL® X
EE X
IT X X
LV X
LT X
LU X
NL™ X
PL X
pT® X X
SK X
SE@ X X X
NO X

(1) Subject to Parliamentary decision.
2
3
(

recommendations to keep a stable proportion between the contribution period and life expectancy at retirement.

(5
6

Source: European Commission, EPC.

)
) Pension benefits evolve in line with life expectancy through the 'proratisation’ coefficient; it has been legislated until 2028.
) An automatic balancing mechanism is applied in the auxiliary pension system.
4) Subject to Parliamentary decision. The Government is obliged to provide Parliament, at least every five years, with

C

)

)

The legal retirement age is linked to two thirds of the increase in life expectancy.
In NDC systems, the benefit is linked to changes in life expectancy through the annuity factor.
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Table I.Al.4: Contribution rates to

the public pension system

Contribution rate: employer

State contributions

Contribution rate:

Contribution rate

Other provisions

Contribution rate: self-employed

BE 24.92% (for all Social Security schemes)
BG 8.22% when born after 1959; 11.02% when born
before 1960

cz 21.5%
DK -
DE 9.3%

20% (if not participating to 2nd pillar); 16% (if
EE . "

participating to 2nd pillar)

IE varies
EL Main pensions 13.33%; auxiliary pensions 3%

Private sector: 23.6% + contribution to

ES | Intergenerational Equity Mechanism (0.5% in 2023,
rising to 1% in 2029)

Private sector (CNAV): 10.45% up to the Social

[ Security Ceiling (SSC) and 1.9% above
HR 4.86% to 17.58% for employees in arduous and
hazardous occupations
m 23.81%
(94 8.3%
Total contribution rate for old-age pension capital
W (employer and employee): 20% (if no participant of
2nd tier) or 16% (if participant of 2nd tier), with 4%
contribution to the 2nd tier
LT 0.0%
w 8%
11.8% in 2020, 11.1% in 2021, 9.3% in 2022 (part
HU of social contribution tax payed into Pension
Insurance Fund)
MT 10%
NL -
AT 12.55%
PL 9.76%
PT 23.75%

Between 0% and 8%: 0% (normal working
RO | conditions); 4% (difficult working conditions) and 8%
(special workina conditions)

SI 8.85%

21.75% of gross wage (including disability insurance
contribution) if one does not participate in the 2nd
pillar; otherwise 5.50% is sent to the second pillar in
2023 (risina to 6 % bv 2027)

17.39% for private sector, including the 0.44%

FI | repayment installment of the employer's contribution
reduction; 16.84% for local government (in 2023).

SK

SE 10.21% (including Premium Pension)

13.07% (for all Social Security schemes)

6.58% when born after 1959; 8.78% when born
before 1960

6.5%

9.3%

varies

Main pensions 6.67%; auxiliary pensions 3%
Private sector: 4.7% + contribution to
Intergenerational Equity Mechanism (0.1% in 2023,
rising to 0.2% in 2029)

Private sector (CNAV): 7.3% up to the social security
ceiling (SSC) and 0.4% above.

20% (public PAYG scheme participants only); 15%
(participants in both public PAYG scheme and
mandatory fullv-funded DC scheme)

9.19%

8.3%

8.72%
8%
10%
10%
17.9%
10.25%
9.76%
11%
25%
15.5%

7% of gross wage (including disability insurance
contribution)

7.15% (17-52y and +63y); 8.65% (53-62y)

7% (including Premium Pension)

4.9%

8%

10%

For farmers, self employed and liberal professions,
the difference with the standard contribution rate of
22.8% is borne by federal transfers

17.11% for State pensions

Employer contribution for social insurance

Social security spending 1s also funded by State subisidies (around 19% of total
revenue) and alternative funding (around 16% of total revenue), mainly VAT
revenues.

State commitment to cover the deficit on an annual basis

Balance of pension system is part of general government budget

State subsidies with annual ir fund' between
20% and 150% of monthly pension expenditures. The contribution rate is set so
that this reauirement is met.

Social Insurance Fund and Social Assistance Fund (to finance other, non-pension
social benefits). Shortfalls are met by the Excheauer.

National budget/other sources

Pension Reserve Fund. If needed, annual funding gaps are covered through
central government transfers.

Pensions Reserve Fund, Old-age solidarity fund, specific taxes and external
transfers
Government is committed to cover deficits

Residual funding by the State (pension expenditure exceeding contributions)
Reserve fund

State provides funds from the national budget to cover the general pension part
of public pension scheme
Buffer fund of at least 1.5 times the amount of annual pension expenditure

Government supplements shortfall between expenditure and funds raised by the
17.9% tax levy

Federal budget covers the deficits in public pension schemes

Demographic Reserve Fund
Social Security Trust Fund

State provides funds from the national budget to cover the public pension
system deficit

State provides funds from the national budget and other sources to cover
shortfalls

Government makes contributions for people insured by the state (e.g. maternity
leave) and covers special benefits (e.g. 13. pension, minimum pension).
Otherwise, social security system deficits are covered by state transfers.

National and guarantee pensions are fully funded by the State. Part of farmers’,
self-employed persons’ and seafarers’ pensions are funded by the State. 25% of
private sector pension is prefunded.

Buffer funds

In 2023, 20.5% for revenues up to EUR 70.858 and 14.16%
for revenues between EUR 70.858 and EUR 104.722.

Born before 1960: 19.8% of declared covered earnings in
the preceding year; born after 1959: 14.8% of declared
covered earninas.

28%

18.6%

20%

4% of covered income
Contributions are based on insurance classes. Corresponding
insurable base is derived taking into account contribution
rate of 20%.
29.5% (including 1.2% to Intergenerational Equity
Mechanism)

17.75% up to the SSC and 0.6% above.

20% (public PAYG scheme participants only); 15%
(participants in both public PAYG scheme and mandatory
fullv-funded DC scheme)

24%

15.6% of insurable income
Contribution rate for old-age pension capital: 20% (if no
participant of 2nd tier) or 16% (if participant of 2nd tier)
with 4% contribution to the 2nd tier.

8.72% - based on 50% of declared earnings (90% when
engaged in an individual activity)

16%

10% of declared monthly earnings and 9.3% of declared
monthly earnings in the form of a social contribution tax
15% of the annual income, subject to the same ceiling as for
employees
17.9%

17% for farmers, 18.5% for self-employed and 20% for

liberal professions

19.52%
Employee: 21.4% or 25.2%; employer: 10%, if economic
dependence is higher than 80%, or 7% if economic
dependence is between 50% and 80%.

25%

24.35%

28.75% (including disability insurance contribution) if only
covered in the 1st pillar; otherwise 5.50% is sent to the
second pillar in 2023 (rising to 6% by 2027)

24.1% (17-52y and +63y); 25.6% (53-62y)

17.21%

NO 7.9%

14.1% in 2022 (temporary increase in 2023 by 5%
for wages exceeding NOK 750.000)

State Pension Fund contributes to financing government expenditures (pension
and other)

11.1%

When several schemes exist, the information refers to the main (general regime) pension scheme.

Source: European Commission, EPC.
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ANNEX I

Input data used to project health care expenditure

Data collection

The data required to run long-term public expenditure projections in the field of health
care (**!) includes:

e population by age and sex;

e per capita public expenditure on health care by age and sex cohorts (age/sex specific expenditure
profiles) (122);

e total public expenditure on health care; and

o fiscal impact of recently legislated policy reforms and COVID-19 related expenditure in the health
care arega;

¢ health sector-specific expenditure shares and their relative growth rates in the past 10 years (for
the sector-specific indexation scenario).

The data collection procedure involves two steps. First, the Commission (DG ECFIN) pre-fills data
on the basis of existing international databases managed by international organisations (Eurostat,
OECD). Next, the questionnaire is circulated to the Member States and Norway, to endorse the pre-
filled figures and complement these with data from national sources if no data was available from
international sources. The completed data questionnaires are then used for conducting the projections.

Age/sex-specific per capita public expenditure on health care is not available in any
common international databases. Therefore, they were provided exclusively by AWG delegates and
are based on national sources and methodology.

Table I.All.1 presents an overview of the data used for the health care projections. It shows
that most of the countries have provided the full data set necessary to run the projection exercise. The
only missing health care age-gender specific cost profiles, for Romania, have been imputed as the
simple average age cost profiles of New Member States. Moreover, the age-gender expenditure
profiles were adjusted to the total public expenditure provided according to System of Health Accounts
2011 (SHA 2011) / COFOG, i.e. upward or downward adjustment without modifying the age specific
distribution for all countries. Quantification of recently legislated measures, as well as COVID-19
related spending and increased capital formation supported by EU Recovery and Resilience Fund grants
and loans were submitted by 20 countries in the base year and 11 countries for follow-up years up to
2032. Brief methodological notes explaining how the age cost profiles were calculated were provided
by 24 countries. National data sources used for the computation of the country-specific age cost
profiles were provided by 25 countries.

(21) As explained below, this definition of healthcare excludes SHA expenditure category HC.3, which is included in the long-term
care expenditure category.
(1%2) The age-gender cost profiles are accepted for use based on a plausible description of the underlying national methodology.

155



European Commission
2024 Ageing Report

156

Table L All.1: Overview of the health care data provided for and used in the 2024 Ageing Report
Source of total Methodological Data sources COVID-19 Qua_ntified
expenditure data Age-cost profiles notes (age-cost and other_‘ legislated
(base year) (age.-cost profiles) measures in measures
profiles) 2022 2023-2032
BE SHA® & COFOG® by single age X X X BE
BG SHA® & COFOG® by 5-year age group X X X X BG
cz SHA®) & COFOG® by 5-year age group X X X X cz
DK SHA® & cOFOG® by single age X X X DK
DE SHA®™ & COFOG® by single age X X X DE
EE SHA®) & COFOG® by single age X X X EE
1E SHA® & COFOG® by 5-year age group X X X 1E
EL SHAY & COFOG® by 5-year age group X X X X EL
ES SHAY & COFOG® by 5-year age group X X X ES
FR SHA® & COFOG® by single age X X X FR
HR SHA® & COFOG® by single age X X X HR
IT SHA® & COFOG® by 5-year age group X X X X IT
CcY SHA®M & COFOG® by 10-year age group X X X cYy
LV SHA® & cOFOG® by single age X X X X LV
LT SHA™ & COFOG® by single age X X LT
LU SHA® & COFOG® by single age X X X LU
HU SHAY & cOFOG™ by single age X HU
MT SHA® & COFOG® by 5-year age group X X X X MT
NL SHA® & COFOG® by 5-year age group X X NL
AT SHA®) & COFOG® by 5-year age group X X X X AT
PL SHAY & coFOG?® by single age PL
PT SHA®™ & COFOG® by single age X X X X PT
RO SHA® & COFOG® imputed NA NA RO
SI SHA® & COFOG® by single age X X X X SI
SK SHAY & COFOG? by single age X X X X SK
FI SHA® & COFOG® by single age FI
SE SHA®" & COFOG® by single age X X X SE
NO SHAY & coFoG?® by single age X X NO
. 27 country-specific 24s;:l¢;ir;::y 25 country- . .
Total 28 countries . R specific data |20 countries| 11 countries| Total
profiles methodological
notes sources

(1) Total current public health expenditure excluding LTC (health).
(2) Public expenditure on capital formation excluding capital formation for R&D health.
Source: European Commission, EPC.

Data used for calculating total public expenditure on health care

To calculate total public expenditure on health care, the sum of the following two
components is used:

1. Public current expenditure on health care - computed as the sum of all “core” health care
SHA 2011 functions/expenditure categories HC.1 to HC.9, excluding HC.3 (Long-Term Care (health)).
In more detail, the following SHA categories have been used to calculate public current expenditure
on health care: Inpatient curative care (HC.1); and Rehabilitative care (HC.2); Ancillary services
(HC.4); Medical goods (HC.5); Preventive care (HC.6); Governance, and health system and financing
administration (HC.7); Other health care services not elsewhere classified (HC.9).

2. Public expenditure on capital formation in health - computed from COFOG’s gross capital
formation for the GFO7 “Health” function excluding the GFO705 “R&D Health” category. In order to
smooth the volatility inherent to capital formation, the average value for four years is used.
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Long-term projections of age-related expenditure

Data used for calculating the sector-specific composite indexation

In the “sector-specific composite indexation scenario” the importance and evolution of
various components to health care provision is captured. This scenario looks at each of these
components separately and indexes each of them in a separate way, creating a sort of composite
indexation for ‘unit cost development’. The components are: (1) inpatient care, (2) outpatient care and
ancillary services, (3) pharmaceuticals and therapeutic appliances, (4) preventive care, (5) governance
and administration and (6) capital investment. They broadly reflect the different sectors of the health
system and correspond to the categories of the System of Health Accounts (SHA).

First, the respective share in public expenditure on health care of each component is
calculated. For this, SHA data for the latest year available is normally used, except for the capital
formation component, for which COFOG data on gross capital formation on health excluding R&D
health is used (see Table I.AIl.2). These shares are then applied to the age-specific per capita
expenditure and by so doing each age-specific per capita expenditure is divided into six sub-items of
expenditure.

Next, the past evolution of public expenditure on each of those components is calculated as
average annual growth rate for the past 10 years. Due to current data limitations for building
10-year time series from data based on the SHA 2011 classification, data from COFOG categories in
correspondence to the SHA 2011 health care functions are used for the calculation of the average
annual expenditure growth rate for each component.

Lastly, the ratio of each of these growth rates to the growth rate of GDP is built. Due to high
volatility in the relative growth rates for prevention, capital formation and governance and
administration, these items were excluded from the indexation. Moreover, similarly to the approach
undertaken in the 2021 Ageing Report, the relative growth rates of the other three components
(hospitals, outpatient care and medical goods) were capped at their respective 25" and 75%
percentiles.

Table |.All.2: Data sources for the health care sector-specific indexation components

Sector-specific indexation

Inpatient care
(curative and

Outpatient care
(curative and

Medical goods
(pharmaceuticals

Preventive care

Governance and

Capital formation

component R rehabilitative care) + and therapeutic administration
rehabilitative care) X X )
Ancillary services appliances)

Classification SHA SHA SHA SHA SHA COFOG
Latest available HCi1sHeta s |(HCL3+HCLA S fofr;";;oc:‘;gaf'or
share of Publlc Categories HC.2.1 + HC.2.2 HC.2.3 + HC.2.4) + HC.5 HC.6 HC.7 + HC.9 GF 07 05 "R&D

expenditure HC.4 "

Health
Data source Eurostat or OECD Eurostat or OECD Eurostat or OECD Eurostat or OECD Eurostat or OECD Eurostat
Classification COFOG COFOG COFOG COFOG COFOG COFOG

Average annual
growth rate over]
the last 10
years
(in EUR)

Categories

Total general
government
expenditure for GF 07
03 "Hospital
services"

Total general
government
expenditure for GF
07 02 "Outpatient
services"

Total general
government
expenditure for GF
07 01 "Medical
products,
appliances and
equipment"”

Total general
government
expenditure for GF
07 04 "Public
health services"

Total general
government
expenditure for GF
07 06 "Health
n.e.c."

Gross capital
formation P5 for]
GF "Health" excl.

P5 GF 07 05

"R&D Health"

Data source

Eurostat

Eurostat

Eurostat

Eurostat

Eurostat

Eurostat

- COFOG categories from the GFO7 “Health” function in correspondence with the respective SHA 2011 functions are used for
building the 10-year time series for the six components (2010-2019).
- The relative average growth rates are calculated as a ratio of the average annual growth rates to the average GDP growth

rates.

Source: European Commission, EPC.
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ANNEX III

Input data used to project long-term care expenditure

Introduction
The Ageing Report’s expenditure projections for long-term care (LTC) require building a rich data set
that includes:

e public expenditure on LTC;

e per user (also called beneficiary or recipient) public expenditure on LTC by gender and single age or
five-year age cohorts (so-called “age-related expenditure profiles”);

o disaggregation of total public spending on LTC into spending on services in kind and spending on
cash benefits for LTC, by gender and single age or five-year age cohorts;

o disaggregation of total public spending on services in kind into spending on services provided in the
institutions and services provided at home, by gender and single age or five-year age cohorts;

e number of beneficiaries of LTC services provided (i) at home and (ii) in institutions, and recipients of
cash benefits for LTC, by gender and single age or five-year age cohorts;

¢ information on the possible overlapping between the recipients of cash benefits related to LTC and
the recipients of LTC services (legal possibility and numbers);

e EU-SILC dependency rates by gender and five-year age cohorts (as a measure of demand for LTC);

e Policy reforms in the LTC area.

Data submitted by Member States

For the 2024 Ageing Report the EU Member States and Norway were invited to complete a data
questionnaire. Outstanding issues were discussed with the Commission on a bilateral basis and
national figures were accepted for use in the report on the basis of a plausible explanation of national
methodology.

Table LAlll.1 below presents an overview of the data provided by the Ageing Working Group delegates.
Almost all countries were able to submit data, although only a minority reported complete data for
every category. The table can be summarised as follows:

e Full expenditure data was reported by every Member State and Norway with the exception of BG,
DE, IE, HR, IT, HU, MT, AT, PL and SK, who did not report HC.R.1. For those countries, ESSPROS and/or
national data were used to build a proxy of HC.R.1.

e For the split of expenditure by care setting, national data was used for 23 EU Member States and
NO. For the rest SHA, ESSPROS and/or national data was used to derive this breakdown.

e 10 countries provided information on reforms related to LTC.
e A majority of Member States reported age-specific expenditure and the number of recipients per
care setting. In 14 Member States this data was complete for all care settings and no imputation

was necessary. On the basis of this data as well as the figures on recipients it was possible to
construct age-cost profiles for at least one care setting for 22 countries.
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Table LAllL.1: Availability of input data for long-term care expenditure projections

Detailed expenditure by type of care Detailed numbers of recipients by type of care Age cost profiles
Source Care se!:ting
" expenditure Reforms ) . ) )
expenditure data breakdown LT(_: serwces _L'I:C st_arvu_ces LTC services LTC-reIate_d LT(_: sel_'wces . _In . At home Cast_\ 20?4 20?1
("in-kind") | in institutions at home cash benefits| ("in-kind") | institutions - benefits Ageing Ageing
expenditure | expenditure | expenditure | expenditure recipients recipients recipients recipients Report Report
AT SHA & ESSPROS National data Imputed Imputed Imputed X X X X X X X AT
BE SHA National data X X X Imputed X X X Imputed X X BE
BG SHA & ESSPROS National data X X X X X X X X X X X BG
HR SHA & ESSPROS National data X Imputed Imputed Imputed Imputed X X X X X X HR
CcYy SHA SHA/ESSPROS/Nat Imputed Imputed Imputed Imputed Imputed Imputed Imputed Imputed Imputed Imputed cY
cz SHA National data X X X X X X X X X X X cz
DK SHA National data X X X NA X X X NA X X DK
EE SHA National data X X X X Imputed X X X X X X EE
FI SHA National data X X X X X X X X X X FI
FR SHA National data X X X X X X X X X X X FR
DE SHA & ESSPROS National data X Imputed Imputed Imputed Imputed X X X X Imputed X DE
EL SHA National data Imputed Imputed Imputed NA Imputed X Imputed NA Imputed Imputed EL
HU SHA & ESSPROS National data X X X Imputed X X X X X X HU
IE SHA & ESSPROS SHA/Nat X Imputed Imputed Imputed X Imputed Imputed Imputed X X IE
IT SHA & ESSPROS SHA/ESSPROS/Nat X X X X X X X X X X X IT
LV SHA National data Imputed Imputed X X X X X X X Imputed Lv
LT SHA National data X X X X X X X X X X LT
LU SHA National data X X X X X X X X X X LU
MT SHA & ESSPROS National data Imputed Imputed Imputed Imputed X X X X Imputed Imputed MT
NL SHA National data X X X X X X X X X X NL
PL SHA & ESSPROS National data X X X Imputed X X X X X X PL
PT SHA National data X X X X X X X X X X X PT
RO SHA ESSPROS Imputed Imputed Imputed Imputed Imputed Imputed Imputed Imputed Imputed Imputed RO
SK SHA & ESSPROS National data X X X X X X X X X X X SK
SI SHA National data X X X X X X X X X X X SI
ES SHA National data X X X X X X X X X X ES
SE SHA National data X X X X X X X X X X SE
NO SHA National data X X X X X X X X X X NO
Source: European Commission, EPC.

ainjipuadxa pajejal-abe jo suoidafoid wial-buod
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Table l.Alll.2: Combinations of data sources for estimating long-term care expenditure

Countries that report both SHA variables HC.3 and HC.R.1. (all countries except those below)

Total LTC expenditure Expenditure breakdown by care
LTC (health) LTC (social) setting
HC.3 HC.R.1 National data (preferred source). If

not available, then breakdown
according to SHA, ESSPROS or SHA
+ ESSPROS proportions

Countries that report SHA variable HC.3 but do not report HC.R.1 (BG, DE, IE, HR, IT, HU, MT, AT, PL and SK)

Total LTC expenditure Expenditure breakdown by care
LTC (health) LTC (social) setting
HC.3 Proxy based on expenditure from ESSPROS variables- National data (preferred source). If
not available, then breakdown
a) “Disability” function: according to SHA, ESSPRQOS or SHA
. “Accommodation” + ESSPROS proportions
. “Home help/assistance in carrying out daily
tasks”
. “Periodic care allowance”
. “Lump sum care allowance”

b) “0ld age” function:

. “Accommodation”

. “Home help/assistance in carrying daily,
tasks”

. “Periodic care allowance”

This proxy is then adjusted to reduce the potential for double-
counting and validated/ammended by AWG delegates and
national statisticians.

Source: European Commission, EPC.

It should be recalled that the AWG has decided to define viable solutions for important data limitations
regarding reporting of LTC expenditure. Missing data was imputed in a number of ways. In particular:

e Expenditure on long-term care is defined in the Ageing Report as the sum of the System of Health
Accounts (SHA) variables HC.3 (long-term care related to health care) and HCR.1 (long-term care
related to social care). The AWG agreed to preserve the accounting methodology from the 2021
Ageing Report of calculating a proxy for LTC (social) for those countries that did not report this
category in the System of Health Accounts, defined so as to minimise any issues of double counting
of expenditure, which may arise in this case. The methodology to calculate the proxy was updated
and it was agreed to base the split by care setting on national-level data, supplemented where
necessary by the breakdowns derived from the System of Health and ESSPROS. These estimates
were then validated bilaterally by the AWG delegates (Table LAlll.2). As a result of this accounting
exercise, the reported levels of spending represent total LTC public expenditure and may deviate
from the partial LTC expenditure figures derived from the System of Health accounts, as reported
by ESTAT or OECD. The resulting spending levels are shown by the source of expenditure in Table
LAIIL3.

e The breakdown of expenditure by care setting is not available in a complete and reliable way from
existing ESTAT-published data. SHA does not include a breakdown for cash benefits as part of the
HC.3 variable (only home care and institutional care) and for HCR.1 there is an incomplete
breakdown by care setting into HC.R.1.1 (in-kind care: institutional and home care) and HCR.1.2
(cash benefits) that is furthermore not yet reported by Member States. The ESSPROS variables that
represent long-term care expenditure can be used to split expenditure by all three settings.
However, given the focus of ESSPROS on other types of social protection expenditure, these
breakdowns are not always reliable. As a result, for the Ageing Report projections, Member States
were asked to provide a breakdown of expenditure by care setting on the basis of national
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budgetary figures. When these were not available, SHA and/or ESSPROS figures have been used to
estimate the breakdown.

e When the number of users of institutional and Tablelans: Long-term care expenditure in base year

home care and the number of cash beneficiaries 2022 according to data source used
were not available by age and sex group but only LTC total | LTC (health) LTC (social) LTC (social)
. HC.3 HC.R.1 proxy
in total, they have been computed by age and sex BE 73 >3 0.0
on the basis of the share of dependents (EU-SILC 'é‘z; (1’;’ (l’g 05 0.5
dependency rates) by respective age and sex DK 3.0 2.0 1.0
DE 1.9 1.7 0.1
group. EE 0.4 0.4 0.1
IE 1.2 1.2 0.0
. EL 0.1 0.1 0.0
e When a country provided the total number of users ES 0.8 0.7 0.1
FR 1.9 1.3 0.6
of home care by age and sex but only the total HR 05 02 03
number of users of institutional care, the g (l)g g; 00 LD
allocation of institutional care users to each age Lv 0.5 03 0.2
. LT 1.0 0.5 0.5
and sex group was done on the basis of the LU R e 0%
distribution of home care users. HU 0.5 0.2 0.3
MT 1.2 1.1 0.0
NL 3.8 2.7 1.2
.. . . AT 1.6 1.1 0.4
e Missing LTC age-gender specific cost profiles have PL 05 0.4 01
been replaced by the simple average of individual :(T) gg gg gf
countries’ LTC age-gender specific expenditure s1 1.0 0.9 0.1
) . S .0 0. 0.9
profiles expressed as % of GDP per capita and as - 3 > 08
calculated for either EU14 or new Member States :g 2; _ﬁ:z gg
aggregates; the averages have been calculated

These figures have been adjusted to match the base year,
using all available data. reforms reported by Member States have been included and any
overlaps identified have been corrected. Therefore, the variables
HC.3 and HCR.1 reported here may differ from the published
e Missing LTC age-gender specific number of values.

recipients of either home, institutional care or cash ~3°urce: European Commission, EPC.

benefits have been replaced by the corresponding

simple average of individual countries' LTC age-gender specific number of recipients expressed as
% of disabled for either EU14 or new Member States aggregates; the averages have been
calculated using all available data.

e Missing detailed spending in home, institutional care and cash benefits has been proxied by the
average share of those items in total LTC spending.

Dependency rates

As in the 2021 Ageing Report, data from the EU-SILC survey question on whether individuals face
severe “Limitations in activities because of health problems [for at least the last 6 months]” has been
used. This is considered an adequate estimate of dependency with a high degree of data availability
and comparability. Indeed, it is available for the 27 EU Member States and Norway, by age-gender
group for people aged 15+. A moving average of 2016-2019 (to avoid contamination from pandemic
years) of data available (excluding data points affected by methodological breaks) has been
constructed and used for the projections, as in previous Ageing Reports.

In addition, data from the ad-hoc 2017 EU-SILC survey (as set out in Eurostat (2017), to be repeated
every three years) focusing on children is used to supplement this data for age-groups below 16. For
those countries that were not covered by this survey (the Netherlands, Denmark, Slovenia. Finland,
Sweden and Norway), the same methodology as in the 2021 Ageing Report has been followed and the
four-year average dependency rate for the 16-19 age-group has been applied to this younger age-
group.
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Table L.Alll.4: Dependency rates (EU-SILC)

0-4(2017)  5-9(2017) 10-15(2017)  16-24 25-34 35-44 45-54 55-64 65-74 75-84 85+
BE 14 0.9 2.1 25(2019) 3.2(2019) 6.2(2019) 9.4 (2019) 13.4(2019) 123 (2019) 16.9 (2019) 31.5(2019)
BG 0.1 0.3 1.3 0.8 0.8 1.1 18 3.9 5.5 125 26.1
cz 0.9 0.9 16 1.2 1.7 3.2 5.7 9.7 108 193 36.1
DK 21 21 21 2.1 3.8 5.1 7.3 8.4 6.4 8.8 15.1
DE 0.5 0.4 13 1.8 2.1 3.7 6.9 10.9 10.0 139 29.5
EE 0.3 1.6 1.1 34 4.4 4.4 7.7 13.7 187 29.1 45.7
IE 0.9 1.6 2.1 2.1 18 2.9 48 7.2 7.8 132 2.2
EL 0.4 0.4 1.1 13 24 3.4 49 9.2 16.9 28.9 51.3
ES 0.3 0.9 0.7 0.8 1.1 1.6 2.7 42 5.0 127 24.6
FR 0.4 0.5 23 2.2 3.0 5.0 8.5 9.8 135 233 39.5
HR 0.1 07 15 1.8 2.6 35 7.0 11.2 17.9 325 473
i 0.1 0.3 0.5 0.8 13 1.4 2.8 43 7.1 16.2 30.9
Y 0.9 0.9 0.6 1.7 2.0 32 5.5 8.8 12.8 26.3 44.2
LV 05 1.2 1.2 15 1.9 33 5.6 9.4 15.2 28.9 45.6
T 0.6 1.8 0.1 1.6 14 2.1 2.9 6.4 108 20,5 44.1
W 0.4 2.3 2.9 2.7 3.4 47 10.3 10.9 12.9 21.2 33.5
HU 0.3 2.2 0.4 1.2 1.8 2.5 4.5 9.3 12.8 23.7 34.8
T 0.7 1.2 0.7 0.3 0.9 12 2.0 33 4.2 8.5 19.4
NL 1.1 1.1 1.1 1.6 2.1 3.2 5.7 8.4 6.2 12.0 174
AT 1.6 1.2 16 3.0 2.7 3.8 7.9 11.3 12.9 25.2 49.4
pL 0.6 0.8 1.5 1.9 23 3.2 5.2 8.6 126 234 35.6
PT 0.2 0.5 1 1.9 29 3.0 5.2 8.4 13.1 23.0 36.4
RO 0 0.1 0.2 0.9 1.2 1.6 32 7.6 10.0 233 39.0
SI 2.0 2.0 2.0 2.5 26 47 8.6 115 145 22.9 39.5
sK 0.3 1.3 1.1 23 25 3.9 5.9 121 18.8 35.3 54.0
FI 21 21 21 2.9 42 4.0 55 7.7 9.0 18.1 30.9
SE 1.1 1.1 1.1 1.2 2.0 2.2 5.0 5.7 5.5 7.2 18.1
NO 14 1.4 1.4 1.7 3.3 5.5 6.7 7.2 6.9 9.0 14.1

Figures in red come from the EU-SILC one-off 2017 survey focusing on children. Other figures are an average of 2016-2019
dependency rates excluding methodology breaks. For Belgium, 2019 figures are used for ages 16-85+.
Source: European Commission, EPC.

As defined in EU-SILC, dependency does increase by age, as would be expected and, on average, is
more prevalent among women than among men. Table I.Alll.4 shows the dependency rates per age
group, for each Member State and Norway. Differences across Member States may be affected by the
self-reported nature of the data.



ANNEX IV

Input data used to project education expenditure

Methodology

Expenditure data are presented in terms of GDP ratios and 2022 is the base year for the projections,
using data for enrolment rates and education expenditure. (%)

Besides requiring the definition of a base period, the methodology used to project education
expenditure requires calculating indexes for students, education staff and employment, together with
participation rate data by single age.

Total expenditure on education is broken down into four components: (i) staff compensation (gross
wages and salaries of teaching and non-teaching staff); (ii) other current expenditure; (iii) capital

expenditure; and (iv) transfers (e.g. scholarships and public subsidies to private education institutions).

For details on the projection methodology, see Volume | of the 2024 Ageing Report.

Data

Tables I.AIV.1 to I.AIV.6 provide useful complementary results to the projections presented in Part |,
Chapter 4. Respectively, they illustrate enrolment rates (by country, age and ISCED level) for each
country in base year 2022; expenditure-to-GDP ratios in the base period (broken down by expenditure
component and ISCED level); expenditure-to-GDP ratios for the base period and the high enrolment
scenario; and total expenditure on education (in levels and as percentage of GDP) for both data sources
of reference (COFOG and UQOE).

(12%) The base year is constructed using the average of the two latest available years (2019 and 2020, UOE data), uprated to the
base year (2022) using COFOG data. For Greece, the two latest available years correspond to 2018 and 2019 (UOE data).


https://economy-finance.ec.europa.eu/publications/2024-ageing-report-underlying-assumptions-and-projection-methodologies_en
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Table LAIV.1: Base enrolment rates by country, age and ISCED level

Age BE BG cz DK DE EE IE EL ES FR  HR IT cY Lv LT LU HU MT NL AT PL PT RO SI SK FI SE NO

0-2 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

3 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

4 0.00 0.00 0.00 0.00 0.00 0.00 0.18 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

5 0.01 0.00 0.00 0.01 0.00 0.00 1.01 0.00 0.00 0.01 0.00 0.07 0.01 0.00 0.00 0.05 0.00 0.90 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

6 0.96 0.05 0.47 0.93 0.58 0.01 1.05 0.94 098 1.02 0.20 0.98 0.81 0.04 0.08 0.94 040 092 1.01 057 0.02 086 0.72 0.88 0.50 0.00 0.01 0.99

é 7 0.98 0.83 095 0.99 096 0.76 1.04 0.99 097 1.02 0.94 098 1.02 0.88 0.96 0.98 0.92 0.93 0.99 0.95 0.97 1.03 0.82 0.98 0.94 0.97 0.98 0.99
8 8 0.99 087 1.01 101 098 098 1.03 1.01 101 1.02 1.00 1.00 1.02 0.97 1.00 096 0.7 097 101 0.99 1.02 105 090 1.01 0.98 1.00 1.00 1.00
h 9 099 0.85 1.00 1.00 0.97 1.00 1.03 0.99 0.99 1.01 0.98 0.98 0.97 095 1.00 0.97 0.94 096 1.01 0.98 0.99 1.04 0.89 0.98 0.93 0.99 0.99 0.99
10 0.99 0.84 1.02 1.03 047 1.01 1.01 1.02 0.99 099 0.79 091 1.02 1.00 1.00 0.96 0.68 0.95 1.01 0.50 0.84 1.03 0.85 1.00 0.50 0.99 1.01 1.00

11 096 0.03 0.52 0.99 0.05 0.8 1.01 1.00 0.99 0.07 0.05 0.03 0.97 1.03 0.03 0.80 0.09 0.04 0.97 0.06 0.03 1.00 0.16 0.97 0.08 0.98 0.98 1.00

12 0.17 0.01 0.04 0.99 0.00 0.97 0.68 0.07 0.13 0.01 0.00 0.00 0.08 0.98 0.00 0.20 0.02 0.00 0.28 0.00 0.01 0.22 0.03 0.11 0.03 0.98 0.98 0.98

13 0.01 0.00 0.01 0.11 0.00 0.23 0.03 0.02 0.01 0.00 0.00 0.00 0.01 0.12 0.00 0.02 0.00 0.00 0.01 0.00 0.00 0.05 0.01 0.02 0.01 0.06 0.03 0.00

14 0.00 0.00 0.00 0.00 0.00 0.01 0.01 0.01 0.01 0.00 0.00 0.00 0.01 0.01 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.02 0.00 0.01 0.01 0.00 0.00 0.00

Age BE BG cz DK DE EE IE EL ES FR  HR IT (94 Lv LT LU HU MT NL AT PL PT RO SI SK FI SE NO

10 0.00 0.06 0.00 0.00 0.53 0.00 0.00 0.00 0.00 0.02 0.31 0.08 0.00 0.00 0.04 0.03 0.30 0.00 0.00 0.50 0.18 0.00 0.06 0.00 0.48 0.00 0.00 0.00

11 0.02 0.90 0.48 0.00 0.92 0.00 0.00 0.00 0.00 0.93 1.04 0.95 0.02 0.00 1.00 0.17 0.90 0.96 0.03 0.92 0.96 0.01 0.72 0.00 0.88 0.00 0.00 0.00

~ 12 0.81 087 095 0.02 0.99 0.01 033 093 0.86 0.99 1.06 098 092 0.05 0.99 0.77 0.95 0.98 0.72 0.99 0.95 0.82 0.83 0.88 0.91 0.00 0.01 0.00
E 13 094 082 096 0.88 098 0.74 0.97 095 094 0.98 1.03 0.89 1.00 0.85 098 0.91 0.94 096 0.97 0.98 0.92 0.96 0.83 0.93 092 0.92 0.95 0.98
8 14 0.24 0.06 0.95 1.00 0.97 0.94 0.97 097 096 0.96 0.80 0.07 1.03 095 1.01 0.83 0.73 0.05 0.98 0.53 0.77 1.01 0.66 0.94 0.92 0.99 0.99 1.00
h 15 0.08 0.02 0.52 0.97 0.81 095 0.66 0.08 0.23 0.14 0.06 0.01 0.10 0.92 1.00 0.38 0.11 0.01 0.65 0.11 0.05 0.28 0.10 0.10 048 0.97 0.96 0.98
16 0.05 0.01 0.04 056 0.45 0.25 0.05 0.04 0.07 0.01 0.01 0.01 0.02 0.14 0.94 0.17 0.03 002 032 0.02 0.02 0.12 003 0.01 0.10 0.10 0.05 0.00

17 0.05 0.00 0.01 0.10 0.17 0.04 0.02 0.02 0.03 0.00 0.00 0.00 0.00 0.04 0.06 0.07 0.01 0.01 0.11 0.01 0.01 0.05 0.01 0.00 0.04 0.02 0.00 0.00

18 0.04 0.00 0.01 0.01 0.07 0.02 0.01 0.01 0.04 0.00 0.00 0.00 0.00 0.02 0.02 0.03 0.00 0.01 0.04 0.00 0.01 0.02 0.01 0.00 0.02 0.01 0.00 0.00

Age BE BG cz DK DE EE IE EL ES FR HR T cY Lv LT L HU MT NL AT PL PT RO SI SK FI SE NO

14 0.74 0.81 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.03 0.22 091 0.02 0.00 0.00 0.12 0.21 0.94 0.02 047 0.16 0.01 0.19 0.01 0.03 0.00 0.00 0.00

15 090 0.83 0.45 0.01 021 0.01 035 087 072 0.83 097 096 090 0.05 001 0.56 0.82 099 0.35 0.84 0.89 0.74 0.71 0.85 0.50 0.00 0.01 0.00

16 0.93 0.82 091 039 0.53 0.70 0.99 0.90 0.88 0.94 0.98 0.97 0.96 0.79 0.07 0.74 0.88 0.82 0.68 0.89 0.92 0.88 0.75 0.95 0.81 0.86 0.94 0.95

17 091 0.78 0.92 083 0.74 0.87 095 090 0.87 0.90 095 0.92 0.87 092 093 0.76 0.8 0.79 0.78 0.74 093 0.96 0.75 094 0.82 0.93 0.97 0.95

I 18 046 0.72 0.86 0.88 0.64 0.86 0.59 0.11 0.32 0.26 0.63 081 0.16 0.85 0.90 0.66 0.68 0.28 0.55 0.46 0.92 0.43 0.56 0.92 0.79 0.92 0.94 0.91
ﬁ 19 025 0.05 0.45 0.56 045 0.32 0.18 0.14 0.18 0.10 0.06 0.18 0.02 0.37 0.27 0.39 0.35 0.12 0.36 0.22 046 0.20 0.15 0.29 0.39 0.30 0.28 0.40
E 20 0.13 0.02 0.12 0.26 0.35 0.14 0.12 0.14 0.11 0.05 0.00 0.06 0.02 0.14 0.12 0.23 0.5 0.07 0.24 0.12 0.13 0.09 0.09 0.13 0.08 0.16 0.20 0.21
21 0.07 0.01 0.06 0.17 0.25 0.09 0.09 0.09 0.07 0.03 0.00 0.02 0.01 0.06 0.06 0.12 0.08 0.03 0.16 0.08 0.08 0.04 0.07 0.08 0.03 0.14 0.20 0.11

22 0.05 0.01 0.04 0.14 0.17 0.07 0.08 0.06 0.05 0.02 0.00 0.01 0.01 0.04 0.03 0.07 0.05 0.02 0.10 0.05 0.06 0.03 0.04 0.07 0.01 0.11 0.14 0.08

23 0.04 0.01 0.02 0.11 0.11 0.06 0.06 0.04 0.05 0.02 0.00 0.01 0.00 0.03 0.02 0.05 0.04 0.01 0.07 0.04 0.05 0.02 0.04 0.08 0.01 0.10 0.12 0.06

24 0.03 0.01 0.02 0.10 0.07 0.05 0.05 0.03 0.04 0.01 0.0 001 0.00 0.02 0.02 0.03 0.03 0.01 0.05 0.03 0.04 0.02 0.02 0.07 0.01 0.09 0.10 0.04

25 0.03 0.01 0.01 0.08 0.05 0.04 0.04 0.03 0.03 0.01 0.00 0.01 0.00 0.02 0.01 0.02 0.02 0.00 0.04 0.02 0.03 0.02 0.02 0.05 0.01 0.08 0.09 0.04

Age BE BG cz DK DE EE IE EL ES FR HR IT cY Lv LT LU HU MT NL AT PL PT RO SI SK FI SE NO

17 0.01 0.00 0.00 0.00 0.00 0.00 0.03 0.01 0.00 0.03 0.00 0.00 0.01 0.01 0.01 0.00 0.00 0.01 0.10 0.14 0.01 0.00 0.00 0.00 0.02 0.00 0.00 0.00

18 0.41 0.04 0.02 0.01 0.09 0.01 0.26 056 0.44 0.53 0.12 0.05 023 0.04 0.05 0.02 0.06 0.32 0.30 0.31 0.03 0.39 0.09 0.01 0.02 0.01 0.01 0.00

19 0.55 045 0.27 0.06 0.23 0.25 0.55 0.58 0.53 0.58 0.51 040 0.35 0.32 048 0.07 0.25 042 043 033 0.34 049 036 0.58 0.23 0.17 0.18 0.22

20 0.57 047 047 0.18 032 0.35 0.56 0.57 053 0.52 0.51 043 0.37 049 0.53 0.10 0.34 045 049 0.34 046 0.51 040 062 0.38 0.28 0.26 0.37

21 0.53 045 044 033 033 036 0.52 055 050 042 048 041 0.36 048 0.52 0.10 0.34 034 047 0.34 045 043 0.38 056 035 0.36 0.30 0.45

22 045 042 041 046 034 033 039 051 040 0.37 045 035 030 0.44 043 0.10 031 0.26 045 0.33 043 036 0.33 050 0.33 041 0.32 0.44

E 23 032 029 036 0.50 034 0.28 0.21 043 033 0.27 040 033 0.27 0.38 0.29 0.09 026 0.15 039 0.31 039 0.25 0.27 0.39 0.28 042 0.32 042
a 24 021 021 0.29 045 0.30 0.23 0.14 0.37 0.25 0.18 0.30 0.26 0.23 0.30 0.22 0.07 0.20 0.10 0.31 0.29 0.27 0.17 0.19 0.32 0.20 0.37 0.29 0.34
E 25 0.14 0.13 0.21 0.38 0.28 0.16 0.12 032 0.19 0.12 0.19 0.19 0.20 0.23 0.15 0.05 0.14 0.08 0.23 0.24 0.17 0.12 0.11 0.23 0.12 031 0.24 0.26
26 0.10 0.09 0.12 0.28 0.22 0.13 0.10 0.30 0.16 0.09 0.14 0.15 0.18 0.18 0.11 0.04 0.10 0.07 0.17 0.21 0.11 0.10 0.08 0.15 0.07 0.25 0.20 0.21

27 0.07 0.07 0.08 0.20 0.18 0.10 0.09 0.27 0.13 0.06 0.10 0.12 0.15 0.15 0.09 0.04 0.08 0.05 0.13 0.17 0.08 0.08 0.06 0.09 0.05 0.20 0.17 0.17

28 0.06 0.06 0.06 0.15 0.15 0.09 0.08 0.25 0.11 0.05 0.7 0.10 0.14 0.13 0.07 0.04 0.06 0.05 0.10 0.14 0.07 0.07 0.05 0.06 0.04 0.17 0.14 0.14

29 0.05 0.05 0.04 0.12 0.12 0.08 0.07 0.23 0.09 0.04 0.06 0.08 0.12 0.10 0.05 0.03 0.05 0.04 0.09 0.12 0.05 0.06 0.05 0.05 0.03 0.15 0.12 0.12

30-34 0.03 0.04 0.3 0.07 0.07 0.06 0.05 0.13 0.06 0.02 0.04 0.04 0.09 0.07 0.04 0.02 0.03 0.04 0.05 0.07 0.03 0.04 0.00 0.03 0.02 0.11 0.09 0.09
35-39 0.01 0.03 0.02 0.04 0.03 0.04 0.03 0.10 0.03 0.01 0.02 0.02 0.06 0.04 0.02 0.01 0.02 0.03 0.03 0.04 0.02 0.02 0.00 0.02 0.01 0.07 0.06 0.06

40+ 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.01 0.00 0.00 0.00 0.00 0.01 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.01 0.00 0.01

Source: European Commission, EPC.
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Table LAIV.2: Expenditure-to-GDP ratio in the base
period - Breakdown by component

Capital staf  Othercurrent o fers Total
expenditure expenditure
(1) (2) (3) (4) (5)=(1)+(2)+(3)+(4)

BE 0.2 2.1 0.5 2.7 5.6
BG 0.2 2.7 03 06 3.7
cz 0.4 3.0 05 0.2 41
DK 03 33 0.7 15 5.8
DE 01 2.8 0.6 0.8 43
EE 0.0 33 05 02 3.9
1 0.2 22 0.0 0.4 28
= 05 25 0.4 0.0 34
ES 0.2 2.8 0.4 0.7 4.1
FR 0.4 3.2 0.7 0.6 4.8
HR 0.0 3.4 0.0 0.1 3.4
™ 0.2 2.9 0.4 03 38
v 0.2 4.5 0.2 0.2 5.0
W 05 22 03 06 36
o 03 23 03 0.2 3.0
w 03 23 03 02 3.0
HU 0.3 2.0 0.5 0.7 3.5
MT 0.5 2.6 0.5 0.9 4.5
NL 0.0 3.7 0.5 0.6 4.9
AT 03 34 05 0.4 4.6
PL 0.2 3.0 0.4 0.3 3.9
PT 0.0 3.7 03 0.4 4.4
RO 01 2.2 0.0 0.2 25
st 0.2 34 03 04 43
sk 0.2 25 0.6 0.4 3.7
FI 0.6 31 0.9 07 53
SE 0.2 3.3 1.0 1.3 5.8
NO 0.8 4.4 0.9 14 7.5

For the definition of the variables, see Part I, Chapter 4.

Source: European Commission, EPC.

Part |

Long-term projections of age-related expenditure

Table I.AIV.3: Expenditure-to-GDP ratio in the base
period - Breakdown by ISCED levels

ISCED 1 ISCED 2 ISCED 3-4 ISCED 5-8 ISCED 1-8
BE 1.5 0.9 1.7 1.5 5.6
BG 0.9 0.9 0.9 0.9 5.7
cz 1.0 1.2 1.0 0.9 4.1
DK 1.6 1.0 1.0 2.2 5.8
DE 0.7 1.2 1.0 1.3 4.3
EE 1.5 0.8 0.6 1.0 3.9
IE 1.0 0.4 0.6 0.8 2.8
EL i3 0.7 0.7 0.7 3.4
ES 1.3 0.8 0.9 1.1 4.1
FR 1.2 1.2 1.1 1.2 4.8
HR 1.7 0.0 0.9 0.9 3.4
IT il 0.7 1.2 0.8 3.8
cYy 1.9 1.1 1.2 0.9 5.0
Lv 1.3 0.6 0.9 0.8 3.6
LT 0.7 1.0 0.5 0.8 3.0
LU 1.1 0.7 0.8 0.4 3.0
HU 0.8 0.8 1.0 0.8 3.5
MT 1.1 0.9 1.2 1.4 4.5
NL 1.2 1.1 1.0 1.6 4.9
AT 0.9 1.1 0.9 1.7 4.6
PL 1.1 0.9 0.8 1.1 3.9
PT 14 il il 0.8 4.4
RO 0.4 0.7 0.7 0.7 2.5
SI 1.5 0.7 0.9 1.1 4.3
SK 1.0 1.0 0.9 0.8 3.7
FI 14 il 1.3 i3 5.3
SE 1.9 0.9 1.3 1.7 5.8
NO 2.2 1.0 1.7 2.6 7.5

Source: European Commission, EPC.

Table I.AIV.4: Results of the baseline
(public education expenditure as % of

Table .AIV.5: Results of the High enrolment rate

scenario (public education expenditure as

Source: European Commission, EPC.

GDP) % of GDP)

2022 2023 2030 2040 2050 2060 2070 2022 2023 2030 2040 2050 2060 2070
BE 5.6 5.6 5.3 4.9 4.9 4.9 4.8 BE 5.6 5.6 5.5 5.1 5.1 5.2 5.1
BG 3.7 3.8 3.7 3.6 3.8 4.0 3.8 BG 3.7 3.7 4.2 4.2 4.5 4.7 4.6
cz 4.1 4.2 4.3 4.2 4.3 4.5 4.4 cz 4.1 4.1 4.7 4.9 5.2 5.4 5.3
DK 5.8 5.7 5.4 5.4 5.1 4.9 4.9 DK 5.8 5.7 5.8 6.0 6.3 5.9 5.9
DE 4.3 4.3 4.4 4.5 4.4 4.4 4.5 DE 43 4.2 4.6 5.2 5.3 5.3 5.4
EE 3.9 3.9 27/ 3.4 3.4 3.6 3.4 EE 3.9 3.9 4.3 4.1 4.2 4.4 4.2
1E 2.8 2.8 2.5 2.2 23 2.3 2.1 1E 2.8 2.7 2.7 2.4 2.5 2.5 2.4
EL 3.4 3.3 3.0 2.9 il 3.0 2.9 EL 3.4 3.3 3.0 3.0 3.1 3.2 3.0
ES 4.1 4.1 3.7 3.3 3.5 3.6 3.5 ES 4.1 4.1 4.0 3.7 3.8 4.0 3.9
FR 4.8 4.7 4.4 4.1 4.1 4.0 3.9 FR 4.8 4.8 4.7 4.6 4.8 4.7 4.6
HR 3.4 3.3 3.1 2.8 2.7 2.8 2.7 HR 3.4 3.3 3.0 2.9 2.9 2.9 2.9
m 3.8 3.8 3.4 3.1 3.2 3.1 3.0 T 3.8 3.8 3.7 3.4 3.5 3.5 3.4
cy 5.0 5.0 4.9 4.9 4.4 4.4 4.5 cy 5.0 5.0 5.3 5.7 5.6 5.4 5.5
Lv 3.6 3.6 3.6 2.3 B3 3.6 3.4 Lv 3.6 3.5 4.0 4.0 4.0 4.4 4.2
LT 3.0 3.0 2.9 2.7 2.6 2.7 2.8 LT 3.0 2.9 3.4 3.3 3.2 3.4 3.4
LU 3.0 3.0 2.7 2.7 2.6 2.6 2.6 LU 3.0 3.0 3.0 B85) 3.9 3.8 3.8
HU 3.5 3.4 3.3 3.4 3.5 3.6 3.6 HU 3.5 3.4 3.4 3.7 4.0 4.1 4.1
MT 4.5 4.4 4.0 3.8 3.8 4.1 4.4 MT 45 4.4 4.2 4.4 4.8 5.1 5.5
NL 4.9 4.7 4.2 4.2 4.1 3.9 3.9 NL 4.9 4.7 4.4 4.4 4.5 4.3 4.2
AT 4.6 4.5 4.3 4.2 4.1 4.2 4.2 AT 4.6 4.5 4.5 4.6 4.6 4.7 4.8
PL 3.9 3.9 3.9 3.7 3.8 4.1 4.0 PL 3.9 3.8 4.2 4.1 4.2 4.5 4.5
PT 4.4 4.3 4.1 4.3 4.4 4.3 4.3 PT 4.4 4.3 4.2 4.4 4.7 4.6 4.6
RO 2.5 2.5 25 2.5 2.6 2.6 25 RO 2.5 2.5 2.8 3.1 33 33 3.2
SI 4.3 4.2 4.2 3.8 4.0 4.2 4.0 St 4.3 4.3 4.5 4.3 4.4 4.7 4.5
SK 3.7 3.8 4.0 3.9 3.9 4.2 4.0 SK 3.7 3.7 4.2 4.6 4.8 5.1 5.0
FI 5.3 5.2 4.8 4.4 4.3 4.3 4.2 FI 5.3 5.2 5.3 4.9 4.9 4.9 4.8
SE 5.8 5.7 5.6 5.3 5.2 5.2 5.1 SE 5.8 5.7 5.9 6.0 6.1 6.2 6.1
NO 7.5 7.3 6.9 6.4 6.3 6.2 6.2 NO 7.5 7.4 7.3 7.0 7.2 7.2 7.1
EA 4.1 4.1 3.9 3.7 3.7 3.7 3.7 EA 4.1 4.1 4.1 4.1 4.2 4.3 4.3
EU 4.1 4.1 3.9 3.8 3.8 3.8 3.8 EU 4.1 4.1 4.2 4.2 4.4 4.5 4.4

Source: European Commission, EPC.
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Table ILAIV.6: Total expenditure on education, in levels
(million euro) and as % of GDP

UOE COFOG data
Level % of GDP Level % of GDP
BE 2019 & 2020 27082 4.9% 2022 30941 5.6%
BG 2019 & 2020 2093 2.5% 2022 3140 3.7%
cz 2019 & 2020 8794 3.2% 2022 11245 4.1%
DK 2019 & 2020 19140 5.1% 2022 21862 5.8%
DE 2019 & 2020 148270 3.8% 2022 164679 4.3%
EE 2019 & 2020 1171 3.2% 2022 1423 3.9%
IE 2019 & 2020 11451 2.3% 2022 14185 2.8%
EL 2018 & 2019 6023 2.9% 2022 6993 3.4%
ES 2019 & 2020 46272 3.5% 2022 54445 4.1%
FR 2019 & 2020 114512 4.3% 2022 126519 4.8%
HR 2019 & 2020 1869 2.8% 2022 2309 3.4%
IT 2019 & 2020 65302 3.4% 2022 72343 3.8%
cY 2019 & 2020 1158 4.3% 2022 1358 5.0%
Lv 2019 & 2020 1117 2.9% 2022 1390 3.6%
LT 2019 & 2020 1626 2.4% 2022 2009 3.0%
Lu 2019 & 2020 2073 2.7% 2022 2375 3.0%
HU 2019 & 2020 4559 2.7% 2022 5911 3.5%
MT 2019 & 2020 615 3.6% 2022 758 4.5%
NL 2019 & 2020 39632 4.2% 2022 45987 4.9%
AT 2019 & 2020 17950 4.0% 2022 20526 4.6%
PL 2019 & 2020 21244 3.2% 2022 25505 3.9%
PT 2019 & 2020 9050 3.8% 2022 10581 4.4%
RO 2019 & 2020 6154 2.2% 2022 7067 2.5%
SI 2019 & 2020 2015 3.4% 2022 2518 4.3%
SK 2019 & 2020 3637 3.3% 2022 4084 3.7%
FI 2019 & 2020 12870 4.8% 2022 14068 5.3%
SE 2019 & 2020 29058 5.2% 2022 32163 5.8%
NO 2019 & 2020 22355 6.3% 2022 26630 7.5%
— === — =

- UOE: UNESCO\OECD\EUROSTAT
- COFOG: Classification of the functions of the government
- The base year is constructed using the average of the two
latest available years (2019 and 2020, UOE data), uprated
to the base year (2022) using COFOG data. For EL, the two

latest available years correspond to 2018 and 2019.
Source: European Commission, EPC.
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The full dataset with annual data for 2022-2070 is available online.
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Main demographic and macroeconomic assumptions

Table 11.1.1: Fertility rate

Table 11.1.2: Life expectancy at birth - Men

Table 11.1.3: Life expectancy at birth - Women
Table 11.1.4: Life expectancy at 65 - Men

Table 11.1.5: Life expectancy at 65 - Women

Table 11.1.6: Net migration (thousand)

Table 11.1.7: Net migration as % of population in t-1
Table 11.1.8: Population (million)

Table 11.1.9: Share of prime-age population (25-54y) as % of total population

Share of working-age population (20-64y) as % of total population

Share of elderly population (+65y) as % of total population

Share of very elderly population (+80y) as % of total population

Share of very elderly population (+80y) as % of elderly population (+65y)

Table 11.1.10:
Table I1.1.11:
Table 11.1.12:
Table 11.1.13:
Table 11.1.14:
Table 11.1.15:
Table 11.1.16:
Table 11.1.17:
Table 11.1.18:
Table 11.1.19:
Table 11.1.20:
Table 11.1.21:
Table 11.1.22:
Table 11.1.23:
Table 11.1.24:
Table 11.1.25:
Table 11.1.26:
Table 11.1.27:
Table 11.1.28:
Table 11.1.29:
Table 11.1.30:
Table 11.1.31
Table 11.1.32:
Table 11.1.33:
Table 11.1.34:
Table 11.1.35:
Table 11.1.36:
Table 11.1.37:
Table 11.1.38:
Table 11.1.39:
Table 11.1.40:
Table 11.1.41:
Table 11.1.42:
Table 11.1.43:
Table 11.1.44:
Table 11.1.45:
Table 11.1.46:
Table 11.1.47:

Potential GDP (growth rate)

Employment (15-74y; growth rate)

Labour input: hours worked (growth rate)
Labour productivity per hour (growth rate)
Total factor productivity (TFP) (growth rate)

Capital deepening (contribution to labour productivity growth)

Potential GDP per capita (growth rate)
Potential GDP per worker (growth rate)
HICP (growth rate)

Nominal interest rate (%)

Working-age population (20-64y; thousands)
Working-age population (20-64y; growth rate)
Labour force (20-64y; thousands)
Participation rate (20-64y)

Participation rate (20-74y)

Participation rate young (20-24y)
Participation rate prime-age (25-54y)

: Participation rate older (55-64y)

Participation rate oldest (65-74y)
Participation rate (20-64y) - female
Participation rate (20-74y) - female
Participation rate young (20-24y) - female
Participation rate prime-age (25-54y) - female
Participation rate older (55-64y) - female
Participation rate oldest (65-74y) - female
Participation rate (20-64y) - male
Participation rate (20-74y) - male
Participation rate young (20-24y) - male
Participation rate prime-age (25-54y) - male
Participation rate older (55-64y) - male
Participation rate oldest (65-74y) - male
Average labour market exit age (Total)
Average labour market exit age (Male)
Average labour market exit age (Female)

173
173
174
174
175
175
176
176
177
177
178
178
179
179
180
180
181
181
182
182
183
183
184
184
185
185
186
186
187
187
188
188
189
189
190
190
191
191
192
192
193
193
194
194
195
195
196



Table 11.1.48:
Table 11.1.49:
Table 11.1.50:
Table 11.1.51:

Table 11.1.52:
Table 11.1.53:
Table 11.1.54:

Table 11.1.55:
Table 11.1.56:
Table 11.1.57:
Table 11.1.58:

Table 11.1.59:

Table 11.1.60:
Table 11.1.61:
Table 11.1.62:
20-64)
Table 11.1.63:
20-74)
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Employment rate (20-64y)

Employment rate (20-74y)

Unemployment rate (20-64y)

Unemployment rate (20-74y)

Employment (20-64y; millions)

Employment (20-74y; millions)

Share of young (20-24y) in total employment (20-74y)
Share of prime-age (25-54y) in total employment (20-74y)
Share of older (55-64y) in total employment (20-74y)
Share of oldest (65-74y) in total employment (20-74y)
Share of older population (55-64) in population (20-64)
Old-age dependency ratio (65+ / 20-64)

Total dependency ratio ((0-19 & 65+) / (20-64))

Total economic dependency ratio (total inactive population / employment)

Economic old-age dependency ratio (inactive population 65+ / employment

Economic old-age dependency ratio (inactive population 65+ / employment

Pension expenditure projections

Table 11.1.64:
Table 11.1.65:
Table 11.1.66:
Table 11.1.67:
Table 11.1.68:

Table 11.1.69:

Table 11.1.70:
Table 11.1.71

Table 11.1.72:
GDP

Table 11.1.73:
Table 11.1.74:
GDP

Table 11.1.75:
Table 11.1.76:
Table 11.1.77:
Table 11.1.78:
Table 11.1.79:
Table 11.1.80:
pensions, %)
Table 11.1.81:
Table 11.1.82:
Table 11.1.83:
Table 11.1.84:
Table 11.1.85:
years)

Table 11.1.86:
Table 11.1.87:
Table 11.1.88:

Public pensions, gross expenditure as % of GDP

Old-age and early pensions, gross expenditure as % of GDP
Disability pensions, gross expenditure as % of GDP

Survivors' pensions, gross expenditure as % of GDP

Other pensions, gross expenditure as % of GDP

Earnings-related public pensions (old-age and early pensions), gross
Private occupational pensions, gross expenditure as % of GDP

: Private individual pensions (mandatory), gross expenditure as % of GDP

New pensions (old-age and early pensions), gross expenditure as % of

Public pensions, contributions as % of GDP
Balance of the pension system (contributions - gross expenditure) as % of

Public pension scheme, tax revenues as % of GDP

Pensioners (public, in thousands)

Public pensioners aged 65+ (in thousands)

Share of public pensioners below age 65 as % of all public pensioners
Benefit ratio (total public pensions, gross, %)

Gross replacement rate at retirement (old-age earnings-related public

Average accrual rate (new earnings-related public pensions, %)

Average contributory period (new earnings-related public pensions, years)
Contributors (public pensions, in thousands)

Support ratio (contributors/100 pensioners, public pensions)

Public pensions, gross expenditure as % of GDP - High life expectancy (+2

Public pensions, gross expenditure as % of GDP - Higher migration (+33%)

Public pensions, gross expenditure as % of GDP - Lower migration (-33%)
Public pensions, gross expenditure as % of GDP - Lower fertility (-20%)

196
197
197
198
198
199
199
200
200
201
201
202
202
203

203

204

204
205
205
206
206
207
207
208

208
209
209

210
210
211
211
212

212

213
213
214
214

215

215
216
216
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Table 11.1.89: Public pensions, gross expenditure as % of GDP - Higher employment rate
of older workers (+10 pps)

Table 11.1.90: Public pensions, gross expenditure as % of GDP - Higher TFP growth
(+0.2 pps)

Table 11.1.91: Public pensions, gross expenditure as % of GDP - Lower TFP growth (-0.2
ppS)

Table 11.1.92: Public pensions, gross expenditure as % of GDP - Retirement age linked to
increases in life expectancy

Table 11.1.93: Public pensions, gross expenditure as % of GDP - Constant retirement age
scenario

Table 11.1.94: Public pensions, gross expenditure as % of GDP - Constant benefit ratio
scenario

Table 11.1.95: Public pensions, gross expenditure as % of GDP - pps change from 2022
Table 11.1.96: Public pensions, gross expenditure as % of GDP - pps change from 2022
due to dependency ratio

Table 11.1.97: Public pensions, gross expenditure as % of GDP - pps change from 2022
due to coverage ratio

Table 11.1.98: Public pensions, gross expenditure as % of GDP - pps change from 2022
due to coverage ratio - old-age effect

Table 11.1.99: Public pensions, gross expenditure as % of GDP - pps change from 2022
due to coverage ratio - early age effect

Table 11.1.100: Public pensions, gross expenditure as % of GDP - pps change from 2022
due to coverage ratio - cohort effect

Table 11.1.101: Public pensions, gross expenditure as % of GDP - pps change from 2022
due to benefit ratio

Table 11.1.102: Public pensions, gross expenditure as % of GDP - pps change from 2022
due to labour market ratio

Table 11.1.103: Public pensions, gross expenditure as % of GDP - pps change from 2022
due to labour market ratio - employment rate

Table 11.1.104: Public pensions, gross expenditure as % of GDP - pps change from 2022
due to labour market ratio - labour intensity

Table 11.1.105: Public pensions, gross expenditure as % of GDP - pps change from 2022
due to labour market ratio - career shift

Table 11.1.106: Public pensions, gross expenditure as % of GDP - pps change from 2022
due to interaction effect (residual)

Health care

Table 11.1.107: Health care spending as % of GDP - Baseline

Table 11.1.108: Health care spending as % of GDP - Risk scenario

Table 11.1.109: Health care spending as % of GDP - Demographic scenario

Table 11.1.110: Health care spending as % of GDP - Healthy ageing scenario

Table 11.1.111: Health care spending as % of GDP - No healthy ageing scenario

Table 11.1.112: Health care spending as % of GDP - Labour intensity scenario

Table 11.1.113: Health care spending as % of GDP - Sector-specific composite indexation
scenario

217

217

218

218

219

219
220
220

221

221

222

222

223

223

224

224

225

225

226
226
227
227
228
228

229
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Long-term care

Table 11.1.114: Long-term care spending as % of GDP - Baseline

Table 11.1.115: Long-term care spending as % of GDP on institutional care - Baseline
Table 11.1.116: Long-term care spending as % of GDP on home care - Baseline

Table 11.1.117: Long-term care spending as % of GDP on cash benefits - Baseline

Table 11.1.118: Long-term care spending as % of GDP - Risk scenario

Table 11.1.119: Long-term care spending as % of GDP - Healthy ageing scenario

Table 11.1.120: Long-term care spending as % of GDP - No healthy ageing scenario
Table 11.1.121: Long-term care spending as % of GDP - Coverage convergence scenario
Table 11.1.122: Long-term care spending as % of GDP - Cost convergence scenario
Table 11.1.123: Number of dependent people (in thousands) - Baseline

Table 11.1.124: Number of dependent people (in thousands) - Recipients: receiving
institutional care - Baseline

Table 11.1.125: Number of dependent people (in thousands) - Recipients: receiving home
care - Baseline

Table 11.1.126: Number of dependent people (in thousands) - Recipients: receiving cash
benefits - Baseline

Table 11.1.127: Number of dependent people (in thousands) - Aged 65 or more - Baseline
Table 11.1.128: Number of dependent people (in thousands) - Recipients: receiving
institutional care - Aged 65 or more - Baseline

Table 11.1.129: Number of dependent people (in thousands) - Recipients: receiving home
care - Aged 65 or more - Baseline

Table 11.1.130: Number of dependent people (in thousands) - Recipients: receiving cash
benefits - Aged 65 or more - Baseline

Education

Table 11.1.131: Education spending as % of GDP - Baseline

Table 11.1.132: Number of students (in thousands)

Table 11.1.133: Number of students as % of population 5-24

Table 11.1.134: Education spending as % of GDP - High enrolment rate scenario

Total cost of ageing

Table 11.1.135: Total cost of ageing as % of GDP - Baseline

Table 11.1.136: Total cost of ageing as % of GDP - Risk scenario (health care & long-term
care)

Table 11.1.137: Total cost of ageing as % of GDP - High life expectancy (+2 years)
Table 11.1.138: Total cost of ageing as % of GDP - Higher migration (+33%)

Table 11.1.139: Total cost of ageing as % of GDP - Lower migration (-33%)

Table 11.1.140: Total cost of ageing as % of GDP - Lower fertility (-20%)

Table 11.1.141: Total cost of ageing as % of GDP - Higher employment rate of older
workers (+10 pps)

Table 11.1.142: Total cost of ageing as % of GDP - Higher TFP growth (+0.2 pps)
Table 11.1.143: Total cost of ageing as % of GDP - Lower TFP growth (-0.2 pps)
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Country-specific notes

DE: (i) Under current rules in Germany, both in-kind and cash long-term care benefits are indexed to prices. With contribution rates
indexed by inflation, LT C expenditure shares would be almost unchanged until 2070. (ii) Public expenditure on health care and long-
term care includes governmental and social health insurance spending but excludes private health insurances. The coverage
corresponds to approx. 90% of the population.

EE: Projections include the work ability allowance (covered under 'disability pensions').

IE: (i) The gross public pensions expenditure projections include the Public Social Security (PSS) scheme that provides flat rate Social
Insurance and Social Assistance pensions, as well as the Private Occupational Public Service (POPS) scheme which provides
pensions to public servants. Earnings and non-earnings-related pension expenditure projections are based on PSS expenditure only.
(i) The projections of the number of pensioners refer only to PSS recipients (i.e they do not include pensioners under the POPS
scheme). (iii) The sensitivity tests concern only the PSS projections .

EL: (i) The values of the gross replacement rate at retirement (new pensions, earnings-related), the average accrual rates (new
pensions, earnings-related) and the average contributory period (new pensions, earnings-related) are for 2023. (ii) The average
accrual rates (new pensions, earnings-related) correspond to the main scheme and include both contributory and flat rate components.

AT: Projections include the Ausgleichszulage and Rehabilitationsgeld (covered under 'other pensions').

PL: Health care expenditure projections for PL consider future demographic and macroeconomic changes but do not take into account
a future convergence of public spending on health care to a threshold of 7% of GDP as included in the Polish law.

SI: Spending from Voluntary Health Insurances is included in public spending on health care as of year 2022.



Table II.1.1: Fertility rate

Part Il

Statistical Annex — Cross-country tables

Ch 22-70 2022 2025 2030 2035 2040 2045 2050 2055 2060 2065 2070
BE 0.11 il 1.54 855 1.57 1.58 1.59 1.60 1.61 1.62 1.63 1.64
BG 0.13 1.56 1.58 1.60 1.62 1.64 1.65 1.66 1.67 1.68 1.69 1.69
cz 0.04 1.72 1.72 il,7/8) 1.74 1.74 1.75 1.75 1.75 L7755 75 75
DK 0.05 1.68 1.68 1.69 1.70 1.71 1.71 1.72 1.72 1.72 1.73 1.73
DE 0.09 1.53 1.54 55 1.56 1.57 1.58 1.59 1.60 1.61 1.62 1.63
EE 0.15 1.57 1.60 1.64 1.67 1.69 1.70 1.71 1.72 1.72 1.73 1.73
IE 0.09 1.60 1.60 1.62 1.63 1.64 1.65 1.66 1.66 1.67 1.68 1.69
EL 0.14 1.41 1.42 1.44 1.45 1.47 1.48 1.50 1.51 1.52 1.54 1.55
ES 0.23 1.19 1.20 1.23 1.26 1.29 1.31 il 33 1.36 1.38 1.40 1.42
FR -0.03 1.82 1.82 1.81 1.80 1.80 1.80 1.80 1.80 1.79 1.79 1.79
HR 0.11 1.49 1.49 15T 57 L5 1.54 1.55 1.56 1.57 1.58 L5
IT 0.21 1.24 1.26 1.28 1.31 1.33 1.35 1.37 1.39 1.41 1.43 1.45
Cy 0.15 1.37 1.38 1.40 141 1.43 1.44 1.46 1.47 1.49 1.50 1.51
Lv 0.16 1.53 1.55 1.59 1.61 1.63 1.65 1.66 1.68 1.68 1.69 1.70
LT 0.21 1.44 1.46 1.49 1.52 155 1.57 1.59 1.61 1.62 1.64 1.65
LU 0.19 1.38 1.40 1.42 1.45 1.47 1.49 1.51 1.52 1.54 1.55 1.56
HU 0.10 1.62 1.64 1.67 1.69 1.70 1.71 1.71 1.71 1.72 1.72 1.72
MT 0.33 1.15 1.19 1.25 1.29 1.33 1.37 1.40 1.43 1.45 1.47 1.49
NL 0.10 ilosis) 1.54 g 1.56 1.58 1.59 1.60 1.61 1.61 1.62 1.63
AT 0.13 1.44 1.45 1.46 1.48 1.49 1.51 1.52 1.53 1.55 1.56 1.57
PL 0.22 1.39 1.42 1.45 1.49 1.51 1.54 1.56 1.57 1.59 1.60 1.61
PT 0.14 1.41 1.42 1.44 1.45 1.47 1.48 1.50 1.51 1.52 1.54 1.55
RO -0.03 1.81 1.80 1.80 1.79 1.79 1.78 1.78 1.78 1.78 1.78 1.77
SI 0.10 1.59 1.60 1.62 1.64 1.65 1.66 1.67 1.68 1.68 1.69 1.69
SK 0.06 1.60 1.60 1.61 1.62 1.62 1.63 1.63 1.64 1.65 1.65 1.66
FI 0.14 1.39 1.40 1.42 1.44 1.45 1.47 1.48 1.49 1.51 1.52 1.53
SE 0.08 1.68 1.70 .73 1.74 175 1.75 1.76 1.76 1.76 1.76 1.76
NO 0.13 1.47 1.48 1.49 1.51 1.52 1.54 1.55 1.56 1.57 1.58 1.60
EA 0.12 1.48 1.49 1.50 1.52 .53 1.54 1.55 il 1.58 1.59 1.60
EU 0.12 1.50 1.51 1.53 1.54 1.56 1.57 1.58 1.59 1.60 1.61 1.62

Table II.1.2: Life expectancy at birth - Men

Ch 22-70 2022 2025 2030 2035 2040 2045 2050 2055 2060 2065 2070
BE 6.9 79.5 80.0 80.8 81.6 82.4 83.1 83.8 84.5 85.2 85.8 86.4
BG 12.3 70.5 72.0 73.4 74.7 76.0 77.3 78.5 79.6 80.7 81.8 82.8
cz 8.9 75.9 76.9 77.9 78.8 79.8 80.7 81.6 82.4 83.3 84.1 84.8
DK 6.5 79.9 80.1 80.9 81.7 82.4 83.2 83.8 84.5 85.1 85.8 86.4
DE 7.0 79.0 7813 80.1 81.0 81.8 82.6 83.3 84.0 84.7 85.4 86.0
EE 9.8 74.3 74.9 76.0 77.2 78.3 79.4 80.4 81.4 82.3 83.2 84.1
IE 6.1 80.8 81.0 81.7 82.5 83.2 83.8 84.5 85.1 85.7 86.3 86.9
EL 7.7 78.8 79.5 80.5 81.3 82.2 83.0 83.7 84.5 85.2 85.8 86.5
ES 6.3 80.8 81.4 82.1 82.8 83.5 84.2 84.8 85.4 86.0 86.6 87.1
FR 7.0 79.7 80.2 81.1 81.9 82.7 83.4 84.1 84.8 85.5 86.1 86.7
HR ©.3 74.9 75.6 76.7 77.8 78.8 79.8 80.8 81.7 82.6 83.4 84.2
IT 6.0 81.1 81.8 82.4 83.1 83.7 84.4 85.0 85.5 86.1 86.6 87.1
Ccy 6.3 80.5 81.1 81.8 82.5 83.2 83.8 84.4 85.1 85.6 86.2 86.8
Lv 12.2 70.3 71.1 72.6 74.0 75.4 76.7 78.0 79.2 80.4 81.5 82.5
LT 12.0 70.8 71.8 73.3 74.6 76.0 77.2 78.5 79.6 80.8 81.8 82.8
L 6.2 80.7 80.8 81.6 82.4 83.1 83.8 84.5 85.1 85.7 86.3 86.9
HU 1.1 /285] 73.4 74.7 76.0 77.2 78.4 7835 80.6 81.6 82.6 83.6
MT 6.1 80.9 81.1 81.9 82.7 83.4 84.1 84.7 85.3 85.9 86.5 87.0
NL 6.4 80.3 80.8 81.6 82.3 83.0 83.7 84.3 84.9 85.5 86.1 86.7
AT 6.8 79.5 80.0 80.8 81.6 82.4 83.1 83.8 84.5 85.1 85.7 86.3
PL 10.9 73.2 74.4 75.7 76.9 78.1 79.2 80.3 81.3 82.3 83.2 84.1
PT 7.3 79.6 81.2 81.9 82.6 83.3 83.9 84.6 85.2 85.8 86.3 86.9
RO 12.4 70.9 72.2 73.7 75.1 76.4 77.7 79.0 80.1 81.3 82.3 83.3
SI 7.5 78.5 79.1 80.0 80.8 81.7 82.4 83.2 83.9 84.6 85.3 86.0
SK 10.7 73.4 74.5 75.8 77.0 78.1 79.2 80.3 81.3 82.3 83.3 84.1
FI 7.1 79.0 79.6 80.5 81.3 82.0 82.8 83.5 84.2 84.9 85.5 86.1
SE 5.5 81.5 81.7 82.4 83.0 83.6 84.2 84.8 85.4 86.0 86.5 87.0
NO 5.2 82.1 82.2 82.8 83.5 84.1 84.7 85.2 85.8 86.3 86.8 87.3
EA 6.9 79.6 80.2 81.0 81.8 82.6 83.3 84.0 84.6 85.3 85.9 86.5
EU 7.7 78.4 79.0 80.0 80.9 81.7 82.5 83.3 84.0 84.8 85.4 86.1
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Table II.1.3: Life at birth -

Ch 22-70 2022 2025 2030 2035 2040 2045 2050 2055 2060 2065 2070
BE 5.9 84.6 84.7 85.5 86.2 86.9 87.5 88.2 88.8 89.4 89.9 90.5
BG 10.0 77.7 79.0 80.1 81.2 82.3 83.3 84.2 85.1 86.0 86.9 87.7
cz 73 81.9 82.6 83.5 84.3 85.1 85.8 86.6 87.3 87.9 88.6 89.2
DK 6.5 83.6 84.1 84.9 85.6 86.3 87.0 87.7 88.3 88.9 89.5 90.1
DE 6.2 83.8 84.0 84.7 85.5 86.2 86.9 87.6 88.2 88.8 89.4 90.0
EE 6.8 83.0 83.5 84.3 85.0 85.8 86.5 87.2 87.9 88.5 89.2 89.8
IE 6.0 84.6 84.8 85.6 86.3 87.0 87.7 88.3 88.9 89.5 90.1 90.6
EL 6.2 84.2 84.7 85.5 86.2 86.8 87.5 88.1 88.7 89.3 89.9 90.4
ES 5.0 86.5 87.0 87.5 88.1 88.6 89.2 89.7 90.1 90.6 91.1 Gy
FR 5.4 85.9 86.2 86.9 87.6 88.2 88.8 89.3 89.8 90.4 90.8 91.3
HR 7.7 81.2 82.0 82.9 83.7 84.5 85.3 86.1 86.8 87.5 88.2 88.9
IT 5.5 85.5 86.1 86.8 87.4 87.9 88.5 89.0 89.6 90.1 90.6 91.0
Ccy 5.7 84.6 85.1 85.8 86.4 87.0 87.6 88.1 88.7 89.2 89.8 90.3
Lv 8.6 79.8 80.4 81.5 82.5 83.4 84.4 85.2 86.1 86.9 87.7 88.4
LT 8.4 80.5 81.5 82.4 83.3 84.2 85.1 85.9 86.7 87.5 88.2 88.9
L 5.8 85.0 85.3 86.0 86.7 87.4 88.0 88.6 89.2 89.8 90.3 90.8
HU 9.2 79.3 80.2 81.2 82.3 83.3 84.2 85.2 86.1 86.9 87.7 88.5
MT 6.2 84.6 84.8 85.6 86.4 87.1 87.8 88.5 89.1 89.7 90.2 90.8
NL 6.4 83.6 84.0 84.8 85.5 86.2 86.9 87.6 88.2 88.8 89.4 90.0
AT 6.0 84.2 84.6 85.3 86.0 86.7 87.3 88.0 88.6 89.1 89.7 90.2
PL 8.2 81.3 82.3 83.2 84.1 85.0 85.8 86.6 87.4 88.1 88.8 89.5
PT 5.4 85.0 85.3 86.0 86.6 87.2 87.8 88.3 88.9 89.4 89.9 90.4
RO 9.9 78.6 79.7 80.9 82.0 83.0 84.1 85.0 86.0 86.8 87.7 88.5
SI 6.1 84.4 85.0 85.7 86.4 87.0 87.6 88.2 88.8 89.4 89.9 90.5
SK 8.7 80.4 81.4 82.4 83.4 84.3 85.2 86.0 86.9 87.7 88.4 89.1
FI 6.3 84.1 85.0 85.7 86.4 87.0 87.6 88.2 88.8 89.4 89.9 90.4
SE 5.8 85.4 85.5 86.2 86.8 87.4 88.0 88.6 89.2 89.7 90.2 90.7
NO 5.6 85.1 85.4 86.1 86.7 87.3 87.9 88.5 89.1 89.6 90.1 90.7
EA 5.8 84.8 85.2 85.9 86.6 87.3 87.9 88.5 89.1 89.6 90.2 90.7
EU 6.4 84.0 84.5 85.3 86.0 86.7 87.4 88.0 88.7 89.3 89.8 90.4

Table II.1.4: Life expectancy at 65 - Men

Ch 22-70 2022 2025 2030 2035 2040 2045 2050 2055 2060 2065 2070
BE 4.9 18.7 19.2 19.7 20.2 20.7 21.2 21.7 22.2 22.7 23.1 23.6
BG 7.8 13.5 14.6 15.4 16.2 17.0 17.7 18.5 19.2 19.9 20.6 21.3
cz 6.5 5. 16.8 17.4 18.1 18.8 19.4 20.0 20.7 21.3 21.8 22.4
DK 4.7 18.7 18.9 19.5 20.0 20.5 21.0 21.5 22.0 22,5 23.0 23.4
DE 5.0 18.3 18.5 19.1 19.7 20.2 20.8 21.3 21.8 22.3 22.8 283
EE 6.4 15.8 16.2 16.9 17.6 18.3 19.0 19.7 20.4 21.0 21.6 22.2
IE 4.5 19.4 19.5 20.1 20.6 21.1 21.6 22.1 22.6 23.0 23.5 23.9
EL 5.2 18.7 19.3 19.8 20.4 20.9 21.5 22.0 22.5 23.0 23.5 23.9
ES 4.6 19.5 20.0 20.5 21.0 285) 22.0 22.4 22.9 233 23.7 24.1
FR 4.4 19.7 20.1 20.6 21.0 21.5 22.0 22.4 22.9 23.3 23.7 24.1
HR 6.4 15.6 16.2 16.9 17.6 18.2 18.9 19.5 20.2 20.8 21.4 22.0
IT 4.5 19.5 20.0 20.5 21.0 21.4 21.9 22.3 22.8 23.2 23.6 24.0
Cy 4.6 19.1 19.4 19.9 20.4 20.9 21.4 21.9 22.3 22.8 23.2 23.7
Lv 7.4 14.1 14.7 15.5 16.3 17.1 17.9 18.6 19.4 20.1 20.8 21.5
LT 75 14.4 15.1 15.9 16.7 7.5 18.2 18.9 19.6 20.3 21.0 21.7
[XV) 4.5 19.4 19.6 20.2 20.7 21.1 21.6 22.1 22.5 23.0 23.4 23.9
HU 78 14.5 15.2 16.0 16.7 75 18.3 19.0 19.8 20.5 21.2 21.8
MT 4.5 19.5 19.8 20.3 20.8 21.3 21.7 22.2 22.7 23.1 23.5 24.0
NL 4.8 18.8 19.3 19.8 20.3 20.8 21.3 21.7 22.2 22.7 23.1 23.6
AT 4.9 18.6 19.0 19.5 20.1 20.6 21.1 21.6 22.1 22.6 23.0 23.5
PL 7.0 15.4 16.4 17.1 17.8 18.5 19.2 19.9 20.6 21.2 21.8 22.4
PT 5.1 18.9 20.0 20.5 21.0 21.5 21.9 22.4 22.8 23.2 23.6 24.0
RO 7.8 14.2 15.2 16.0 16.8 17.6 18.4 19.2 19.9 20.6 2115 22.0
SI 5.5 17.8 18.3 18.9 19.5 20.1 20.7 21.2 21.7 22.3 22.8 233
SK 7.1 15.1 16.0 16.7 17.5 18.2 18.9 19.6 20.3 21.0 21.6 22.2
FI 5.1 18.3 18.9 19.5 20.0 20.5 21.0 21.6 22.0 22.5 23.0 23.4
SE 4.2 19.7 19.9 20.4 20.8 21.3 21.7 22.2 22.6 23.0 23.5 239
NO 4.0 20.2 20.3 20.8 21.2 21.7 22.1 22.5 23.0 23.4 23.8 24.2
EA 4.8 18.9 19.3 19.9 20.4 20.9 21.4 21.9 22.4 22.8 23.3 23.7
EU 5.3 18.2 18.7 19.3 19.9 20.4 21.0 21.5 22.0 22.5 23.0 23.5




Table II.1.5: Life expectancy at 65 - Women

Part Il

Statistical Annex — Cross-country tables

Ch 22-70 2022 2025 2030 2035 2040 2045 2050 2055 2060 2065 2070
BE 4.6 228! 22.5 23.0 23.6 24.1 24.6 2581 25.5 26.0 26.4 26.9
BG 7.1 17.5 18.4 19.1 19.9 20.6 21.3 22.0 22.7 233 24.0 24.6
cz 6.0 19.7 20.4 21.0 21.7 2.3 2249 23.5 24.1 24.6 25.2 25.7
DK 5.2 21.3 21.7 22.3 22.9 23.4 24.0 24.5 25.0 25.5 26.0 26.5
DE 4.9 21.5 21.7 22.3 22.8 23.4 28 24.4 25.0 25.4 25 26.4
EE 5.4 20.9 21.3 21.9 22.5 23.1 23.7 24.2 24.8 25.3 25.8 26.3
IE 4.9 22.1 22.3 229 23.4 24.0 24.5 25.0 25.6 26.0 26.5 27.0
EL 5.0 21.7 22.2 22,7 23.3 23.8 24.3 24.8 25.3 25.8 26.3 26.7
ES 4.1 23.6 24.1 24.5 24.9 25.4 25.8 26.2 26.6 26.9 27.3 27.7
FR 3.9 23.8 24.1 24.5 25.0 25.4 25.8 26.2 26.6 27.0 27.4 27.7
HR 6.0 19.3 19.9 20.5 21.2 21.8 22.4 23.0 23.6 24.2 24.8 25.3
IT 4.5 22.7 23.2 23.7 24.2 24.7 25.1 25.5 26.0 26.4 26.8 27.2
(4 4.6 21.8 22.1 22.6 23.1 23.6 24.1 24.6 25.0 25.5 26.0 26.4
Lv 6.4 19.0 19.6 20.3 21.0 21.7 22.3 23.0 23.6 24.2 24.8 25.4
LT 6.2 19.5 20.2 20.9 21.5 22.2 22.8 23.4 24.0 24.6 25.1 25.7
[XV) 4.6 22.5 22.8 23.3 23.8 24.3 24.8 25.3 25.8 26.2 26.7 27.1
HU 7.0 18.4 19.0 19.8 20.6 21.3 22.0 22.7 23.4 24.1 24.7 25.4
MT 4.6 22.5 22.8 23.4 23.9 24.4 24.9 25.3 25.8 26.3 26.7 27.1
NL 5.1 21.3 21.7 22.3 22.8 23.4 23.9 24.4 24.9 25.4 25.9 26.4
AT 4.8 21.8 22.1 22.6 23.2 23.7 24.2 24.7 25.2 25.6 26.1 26.6
PL 6.3 19.8 20.7 21.3 22.0 22.7 8.3 23.9 24.5 25.0 25.6 26.1
PT 4.4 22.3 22.5 23.0 23.5 24.0 24.4 24.9 25.4 25.8 26.2 26.7
RO 75 18.1 19.0 19.7 20.5 21.3 22.0 22.7 23.4 24.1 24.8 25.4
SI 5.0 21.7 22.3 22.8 233 23.9 24.4 24.9 25.3 25.8 26.3 26.7
SK 6.8 19.0 19.9 20.6 21.3 22.0 22.7 23.4 24.0 24.6 25.2 25.8
FI 5.2 21.6 22.5 23.0 23.5 24.0 24.5 25.0 25.4 25.9 26.3 26.8
SE 4.4 22.5 22.7 23.2 23.7 24.2 24.7 25.2 25.6 26.1 26.5 26.9
NO 4.6 22.3 22.6 23.1 23.6 24.1 24.6 25.1 25.5 26.0 26.4 26.9
EA 4.6 22.4 22.8 23.3 23.8 24.3 24.8 25.2 25.7 26.1 26.6 27.0
EU 5.0 21.8 22.2 22.8 23.3 23.9 24.4 24.9 25.4 25.9 26.3 26.8

Table II.1.6: Net migration (thousand)

Ch 22-70 2022 2025 2030 2035 2040 2045 2050 2055 2060 2065 2070
BE -86.8 115.7 BG5) 37.2 39.1 36.2 34.8 325 31.9 30.1 285 28.9
BG -144.3 160.1 -5.3 -2.9 9.2 11.5 11.9 129 13.6 12.4 14.2 15.8
cz -445.9 470.8 -16.2 -1.8 25.4 29.7 27.4 26.2 25.6 23.8 24.1 24.8
DK -41.8 55.1 13.6 12.4 12.8 12.5 12.2 12.4 13.8 14.4 13.9 13.3
DE =i3E5.5 1631.3 355.0 249.6 280.1 263.0 266.4 266.2 272.1 253.6 247.5 235.7
EE -41.5 45.4 0.9 1.0 3.7 3.8 3.9 4.1 4.1 3.6 3.7 3.9
IE -81.3 93.2 15.2 17.0 19.3 17.8 16.7 13.7 12.0 11.2 11.6 11.9
EL -2.0 21.5 -4.2 -4.3 1.2 5.2 8.2 8.2 9.9 12.6 15.9 19.5
ES -483.5 677.2 324.5 221.2 234.1 231.7 216.2 196.2 188.2 185.9 190.7 193.7
FR -176.6 275.1 98.9 80.0 92.4 80.8 86.8 83.2 84.6 85.2 96.8 98.5
HR -4.4 14.5 =il 2.0 3.3 4.8 6.2 6.8 7.4 8.3 9.1 10.1
IT -108.3 348.5 230.8 270.2 278.1 270.8 250.3 239.8 236.4 233.8 238.5 240.1
Cy -15.9 18.2 i3 0.0 0.9 1.0 i3 1.7 1.9 2.1 2.1 2.8
Lv -31.0 32.9 -7.3 -7.4 -3.5 -2.4 -1.5 -0.4 0.2 0.2 0.9 1.9
LT -76.2 81.8 -2.4 =77 =il5 -0.5 1.0 2.8 4.0 4.3 4.8 5.5
LU -11.2 15.0 8.7 7.6 7.0 6.2 5.6 5.1 4.7 4.4 4.1 3.9
HU -22.0 47.6 18.6 19.4 23.7 27.6 2555 24.6 25%5] 25.4 24.8 25.7
MT -7.5 11.5 9.9 9.4 8.4 7.5 6.7 6.0 5.6 5.1 4.5 4.0
NL -192.7 234.9 68.0 45.3 50.6 44.3 43.1 42.4 44.8 44.3 45.6 42.1
AT -69.0 103.7 23.5 36.1 39.5 37.3 37.2 37.0 36.9 35.9 34.9 34.7
PL -931.4 1000.9 -71.0 -44.5 24.9 43.5 56.1 62.5 60.7 57.5 60.4 69.5
PT -43.1 81.6 16.3 16.2 22,6 259 26.7 27.3 29.9 32.7 36.7 38.5
RO -50.6 78.7 -36.8 -37.5 -12.6 -4.8 1,8 5.7 10.6 13.1 19.9 28.2
SI -8.6 14.6 5.9 6.1 6.4 6.7 6.8 6.4 5.9 5.8 5.9 6.0
SK -88.5 96.2 -5.6 -0.7 5.4 7.6 8.3 8.5 8.0 6.8 6.8 7.7
FI -64.0 77.3 15.9 10.7 13.2 13.3 13.4 13.6 13.9 13.6 13.2 13.4
SE -66.6 98.8 48.7 49.9 50.2 47.5 44.8 42.0 40.3 36.9 34.5 32.2
NO -9.1 35.5 15.2 27.4 28.9 28.2 27.7 27.2 26.9 26.5 26.6 26.4
EA -2987.5 3989.9 1193.6 989.5 1100.2 1061.1 1038.1 1001.2 1002.4 979.4 1002.9 1002.4
EU -4690.0 5901.8 1145.2 984.6 1233.7 1228.6 1217.1 1187.5 1192.5 1162.9 1194.6 1211.8
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Table II1.1.7: Net migration as % of population in t-1

Ch 22-70 2022 2025 2030 2035 2040 2045 2050 2055 2060 2065 2070
BE -0.8 1.0 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.2 0.2 0.2
BG -2.0 2.3 -0.1 0.0 0.1 0.2 0.2 0.2 0.2 0.2 0.3 0.3
cz -4.2 4.4 -0.1 0.0 0.2 0.3 0.3 0.2 0.2 0.2 0.2 0.2
DK -0.7 0.9 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2
DE =il7 2.0 0.4 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3
EE -3.1 3.4 0.1 0.1 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3
IE =il,7/ 1.9 0.3 0.3 0.3 0.3 0.3 0.2 0.2 0.2 0.2 0.2
EL 0.0 0.2 0.0 0.0 0.0 0.1 0.1 0.1 0.1 0.2 0.2 0.2
ES -1.0 1.4 0.7 0.4 0.5 0.5 0.4 0.4 0.4 0.4 0.4 0.4
FR -0.3 0.4 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
HR 0.0 0.4 0.0 0.1 0.1 0.1 0.2 0.2 0.2 0.3 0.3 0.3
IT -0.1 0.6 0.4 0.5 0.5 0.5 0.4 0.4 0.4 0.4 0.4 0.4
Cy -1.8 2.0 0.1 0.0 0.1 0.1 0.1 0.2 0.2 0.2 0.2 0.2
Lv -1.6 1.7 -0.4 -0.4 -0.2 -0.2 -0.1 0.0 0.0 0.0 0.1 0.1
LT -2.6 2.9 -0.1 .3 -0.1 0.0 0.0 0.1 0.2 0.2 0.2 0.3
LU -2.0 2.4 1.3 1.0 0.9 0.8 0.6 0.6 0.5 0.5 0.4 0.4
HU -0.2 0.5 0.2 0.2 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3
MT -1.7 2.2 1.8 1.6 1.3 1.1 0.9 0.8 0.7 0.6 0.6 0.5
NL =ilodl 1.3 0.4 0.2 0.3 0.2 0.2 0.2 0.2 0.2 0.2 0.2
AT -0.8 1.2 0.3 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4
PL -2.4 2.7 -0.2 -0.1 0.1 0.1 0.2 0.2 0.2 0.2 0.2 0.2
PT -0.4 0.8 0.2 0.2 0.2 0.3 0.3 0.3 0.3 0.4 0.4 0.4
RO -0.2 0.4 -0.2 -0.2 -0.1 0.0 0.0 0.0 0.1 0.1 0.1 0.2
SI -0.4 0.7 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3
SK -1.6 1.8 -0.1 0.0 0.1 0.1 0.2 0.2 0.2 0.1 0.1 0.2
FI -1.1 1.4 0.3 0.2 0.2 0.2 0.2 0.2 0.3 0.3 0.2 0.3
SE -0.7 0.9 0.5 0.5 0.4 0.4 0.4 0.3 0.3 0.3 0.3 0.3
NO -0.2 0.7 0.3 0.5 0.5 0.5 0.5 0.4 0.4 0.4 0.4 0.4
EA -0.9 1.2 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3
EU -1.0 1.3 0.3 0.2 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3

Table I1.1.8: Population (million)

Ch 22-70 2022 2025 2030 2035 2040 2045 2050 2055 2060 2065 2070
BE 1.0 11.7 11.8 12.0 12.2 12.4 12.5 12.6 12.6 12.6 12.7 2.7
BG -1.6 6.9 6.8 6.5 6.3 6.1 6.0 5.8 5.7 5.6 5.4 53
cz -0.2 10.7 11.0 10.8 10.7 10.7 10.7 10.7 10.7 10.7 10.6 10.6
DK 0.3 5.9 6.0 6.1 6.1 6.1 6.1 6.2 6.2 6.2 6.2 6.2
DE 0.3 83.9 85.3 85.3 85.2 85.2 85.0 84.8 84.5 84.3 84.2 84.2
EE 0.0 1.4 1.4 1.4 1.3 1.3 1.3 1.3 1.3 1.3 1.3 1.3
IE 1.0 Sl 5.3 5.4 5.6 5.8 5.9 6.0 6.1 6.1 6.1 6.1
EL -2.7 10.4 10.3 10.0 9.7 9.5 9.2 8.9 8.6 8.3 8.0 7.8
ES 0.0 47.7 48.7 49.3 49.8 50.3 50.5 50.4 49.9 49.2 48.4 47.7
FR 1.6 68.0 68.7 69.5 70.1 70.6 70.7 70.6 70.4 70.1 69.8 69.7
HR -0.8 3.9 3.8 3.7 3.6 3.5 3.4 33 3.2 il 3.1 3.0
IT -5.8 59.0 58.9 58.8 58.6 58.5 58.1 57.4 56.4 55.2 54.1 53.3
(4 0.1 0.9 0.9 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0
Lv -0.6 1.9 1.9 1.7 1.7 1.6 1.5 1.5 1.4 1.4 1.3 1.3
LT -0.8 2.8 2.9 2.7 2.6 2.5 2.4 7.5 2.2 2.2 2.1 2.0
L 0.3 0.7 0.7 0.7 0.8 0.8 0.9 0.9 0.9 0.9 1.0 1.0
HU -0.7 &7 9.6 9.5 9.4 €8 €38 9.2 9.2 9.1 9.1 9.0
MT 0.3 0.5 0.6 0.6 0.7 0.7 0.7 0.7 0.8 0.8 0.8 0.8
NL 1.0 17.7 18.1 18.4 18.6 18.7 18.8 18.7 18.7 18.7 18.7 18.7
AT 0.5 9.0 9.1 9.2 9.3 9.4 9.5 9.5 9.5 9.5 9.5 9.5
PL -6.2 38.1 38.3 37.3 36.4 35.8 35.2 34.6 34.0 33 32.6 31.8
PT -1.4 10.4 10.4 10.2 10.1 10.0 9.8 9.6 9.4 9.3 9.1 9.0
RO -4.0 19.0 18.8 18.2 17.6 17.2 16.8 16.4 16.0 15.7 15.3 15.0
SI -0.1 2.1 2.1 2.1 2.1 2.1 2.1 2.1 2.1 2.0 2.0 2.0
SK -0.7 55 5.5 5.4 5.4 5.3 5.2 5.2 5l 5.0 4.9 4.8
FI -0.3 5.6 5.6 5.6 5.6 5.6 5.5 5.5 5.4 5.3 5.3 5.2
SE 2.4 10.5 10.7 11.0 11.3 11.6 11.9 12.2 12.4 12.6 12.7 12.9
NO 1.1 5.4 5.5 5.7 5.8 6.0 6.1 6.2 6.3 6.4 6.4 6.5
EA =72 348.2 352.0 SoSN 354.0 354.6 354.1 352.5 349.7 346.5 343.5 341.1
EU -17.2 449.1 453.2 452.6 452.0 451.5 450.1 447.6 443.9 439.6 435.4 431.9




Table II.1.9: Share of prime-age population (25-54y) as % of total population

Part Il

Statistical Annex — Cross-country tables

Ch 22-70 2022 2025 2030 2035 2040 2045 2050 2055 2060 2065 2070
BE -4.0 39.0 38.6 38.1 38.2 38.2 37.7 37.1 36.6 36.2 35.6 35.0
BG -8.1 41.2 40.0 37.8 36.0 34.8 33.2 32.8 33.2 33.5 33.3 33.1
cz -6.6 41.8 41.0 38.4 36.6 35.9 35.4 35.1 35.5 35.7 35.3 35.2
DK -3.6 38.3 38.1 37.4 37.4 37.4 37.0 36.1 35.4 35.2 34.8 34.6
DE -2.8 38.3 B/726] 5788 37.2 36.7 36.2 36.0 35.8 35.8 35.7 355
EE -7.0 40.7 40.0 38.8 38.4 37.3 35.5 34.7 34.9 34.8 34.1 33.7
IE TS 41.2 40.9 40.1 39.4 38.6 38.1 5 36.4 35.5 34.4 33.6
EL -7.1 39.7 38.1 35.7 33.7 32.1 31.7 31.9 32.2 32.4 32.2 32.5
ES -8.5 41.5 40.3 38.4 36.8 36.1 35.8 35.3 34.8 34.1 33.4 33.0
FR -3.5 36.7 36.2 35.6 35.6 35.3 34.8 34.6 34.4 34.0 33.6 33.2
HR -4.5 38.3 38.1 37.4 36.8 36.0 35.7 35.7 il 34.8 34.2 33.8
IT -5.5 38.6 37.3 35.7 35.2 35.3 35.2 34.9 34.5 34.0 33.4 33.1
(4 -7.8 43.7 43.5 42.5 41.6 40.4 38.7 .5 36.9 36.8 36.4 25,8
Lv -6.7 39.5 38.4 36.5 35.8 34.6 33.1 32.3 33.2 33.5 33.1 32.8
LT -8.5 40.2 39.8 38.4 37.6 36.7 34.9 33.1 B285] 32.5 32.2 31.7
LU -10.0 45.5 45.2 44.4 43.4 42.3 40.7 39.0 37.7 36.9 36.2 35.5
HU -7.6 42.6 41.7 39.7 8785 36.6 36.1 5% 35.2 35.1 34.9 35.0
MT -12.3 46.4 47.6 48.2 47.6 46.2 43.8 40.6 38.1 36.5 35.3 34.2
NL -3.6 38.4 38.0 38.0 38.2 38.2 37.6 36.9 36.3 35.6 35.2 34.9
AT -5.9 40.9 39.6 38.6 38.3 37.6 36.9 36.1 35.8 35.6 35.4 35.0
PL -9.9 42.8 42.4 40.7 38.9 36.5 B8 SS9} 33.6 B8 33.1 32.9
PT -6.0 38.9 38.2 36.5 34.6 33.5 33.1 32.9 32.6 32.4 32.5 32.9
RO -7.7 41.8 39.6 37.4 35.7 34.9 33.8 33.8 34.2 34.5 34.2 34.1
SI -6.2 40.2 39.2 37.5 36.2 35.4 34.8 34.8 34.7 34.8 34.4 34.0
SK -10.2 43.7 42.8 40.3 37.6 35.5 34.2 33.4 33.3 33.6 33.6 33.5
FI -4.4 37.7 37.8 38.2 38.5 38.4 37.6 36.4 35.7 35.1 34.2 33.3
SE S5y 39.0 38.5 37.9 38.3 38.5 2758 36.8 36.6 36.4 35.8 35.3
NO -5.4 40.6 40.0 39.4 39.7 39.7 39.0 38.1 37.3 36.6 35.8 35.2
EA -4.9 38.8 38.0 37.0 36.5 36.1 35.7 5.3 35.0 34.7 34.3 33.9
EU -5.5 39.5 38.6 37.5 36.8 36.2 35.6 35.1 34.9 34.7 34.2 34.0

Table II.1.10: Share of working-age population (20-64y) as % of total population

Ch 22-70 2022 2025 2030 2035 2040 2045 2050 2055 2060 2065 2070
BE -5.1 58.1 57.6 56.8 56.3 55.7 55.2 54.7 54.2 53.8 53.5 53.0
BG -7.8 59.0 58.3 57.8 57.1 55.6 53.4 51.6 49.7 49.4 50.4 51.2
cz -5.3 58.4 58.0 57.8 57.6 56.1 54.1 52, 51.8 51.4 52.4 53.2
DK -6.3 57.7 57.3 56.2 54.7 53.9 54.0 54.6 54.4 53.3 52.1 51.4
DE -6.8 59.2 58.2 55.8 54.0 54.2 54.5 54.4 53.6 53.1 52,5 52.4
EE -6.2 58.1 57.5 57.5 57.4 56.8 55.6 53.8 51.5 50.9 51.5 51.9
IE -6.2 58.7 58.8 5988 59.3 58.1 55.8 53.8 53.0 S5hil 53.0 52285]
EL -8.5 58.5 57.8 56.6 54.4 52.0 49.5 47.7 47.6 48.3 49.4 50.0
ES =,3 60.6 60.3 6985 57.8 55.4 52.6 58] 51.1 51.4 51.7 51.4
FR -4.5 55.3 54.8 54.1 53.4 52.3 51.9 51.4 51.2 51.3 51.3 50.7
HR -6.3 58.2 57.2 56.3 55.7 55.2 54.5 53.4 52.9 52.6 52.1 51.9
IT -7.2 58.6 58.3 57.0 55.2 53.1 51.6 51.1 51.2 51.7 51.9 51.4
(4 -9.4 62.1 61.2 59.6 58.9 58.4 58.2 573 557 53.9 52.8 52.6
Lv -6.8 58.0 56.9 55.8 55.4 54.9 53.7 51.6 48.9 48.2 49.9 51.2
LT =ililil 60.4 59.1 57.4 56.4 55.7 54.8 53.5 51.2 49.3 48.7 49.2
[XV) -11.4 64.1 63.6 62.4 61.0 60.0 59.1 58.1 56.8 55.2 53.7 52.7
HU -7.4 59V 598 59.4 58.3 56.7 54.6 5545 53.1 52.2 52.2 52.3
MT -11.8 63.2 63.1 63.3 64.1 64.2 63.3 61.7 59.0 55.7 53.0 51.5
NL -6.7 58.7 58.3 56.8 55.3 54.5 54.7 55.0 54.9 54.3 553 52.0
AT -8.7 61.1 60.0 57.9 56.1 55.5 55.3 54.6 53.8 53.0 52.6 52.4
PL -9.8 60.3 58.7 58.5 58.5 57.9 55,7 52.9 50.7 49.5 49.7 50.5
PT -8.8 58.4 57.7 56.2 54.3 52.1 50.3 49.5 49.6 49.8 49.7 49.6
RO -6.5 58.6 57.9 58.3 56.3 54.9 52.8 51.8 50.4 50.8 51.6 52.1
SI -6.7 59.1 57.9 56.8 56.2 55.3 53.4 51.8 50.9 51.2 51.8 52.4
SK -10.9 61.5 60.0 58.6 58.1 56.9 54.7 52.3 50.2 49.1 49.6 50.6
FI -4.7 56.1 55.9 55.6 55.9 56.1 55.6 54.8 54.0 52.8 52.2 51.5
SE -3.4 56.4 56.2 56.0 55591 55.8 55.7 55.3 54.2 53.2 5.2 Sebil
NO -5.8 58.9 58.6 58.4 57.7 56.8 56.4 55.9 55.2 54.5 53.9 53.2
EA -6.9 58.5 57.9 56.5 55 54.0 53.1 52,5 52.1 52.0 51.9 51.6
EU -7.0 58.6 57.9 56.8 55.6 54.5 53.5 52.6 52.0 51.8 51.8 51.6

177



European Commission
2024 Ageing Report

178

Table II.1.11: Share of elderly population (+65y) as % of total population

Ch 22-70 2022 2025 2030 2035 2040 2045 2050 2055 2060 2065 2070
BE 8.5 19.6 20.5 22.1 23.4 24.2 24.8 5.5 26.0 26.8 27.4 28.1
BG 9.2 21.6 22.0 23.2 24.6 26.5 28.6 30.2 32.0 32.4 31.5 30.8
cz 7.0 20.4 20.4 21.5 22.3 24.3 26.4 27,3 28.2 28.6 27.9 27.4
DK 8.6 20.4 21.0 22,5 23.8 24.8 25.2 25.3 25.9 27.1 28.3 29.0
DE 6.7 22.1 22.7 24.8 26.6 26.8 26.8 27.1 27.7 28.0 28.5 28.8
EE 9.5 20.3 20.8 22.2 23.2 24.5 25.7 27.2 29.4 30.2 29.9 29.8
IE 14.0 15.1 16.0 17.8 19.6 21.5 23.7 25.6 26.7 27.3 28.2 29.2
EL 10.2 22.8 23.9 26.1 28.9 31.5 34.0 35.5 35.5 34.9 33.8 33.0
ES 129 20.2 21.2 23.7 26.4 29.1 31.6 32.7 32.9 32.9 32.8 33.1
FR 8.2 21.1 22.0 23.7 25.1 26.2 26.7 27.4 28.0 28.3 28.6 29.3
HR 9.7 22.6 23.8 25.6 26.9 27.8 28.9 30.0 30.7 31.1 31.9 F.3
IT 9.8 23.9 24.9 27.4 30.0 32.3 33.5 33.7 33.6 33.4 33.3 33.7
Cy 12.6 16.6 17.4 19.1 20.4 21.5 22.6 24.1 26.0 27.8 28.9 29.2
Lv 10.3 20.9 21.9 23.9 25.6 27.3 28.6 30.3 32.5 33.3 32.1 31.2
LT 15.7 20.0 21.1 23.8 26.1 28.0 29.4 31.0 33 il 35.9 35.6
LU 14.4 14.8 15.4 17.0 18.6 20.0 21.4 22.9 24.7 26.5 28.1 29.2
HU 7.8 20.6 20.9 21.0 22.0 23.8 26.0 26.9 27.6 28.5 28.5 28.4
MT 14.4 19.3 19.6 19.6 19.2 19.6 20.8 22.8 25.8 29.3 32.0 33.6
NL 9.1 20.1 21.0 229 24.6 25,3 25.3 25.5 26.1 26.9 28.0 29.3
AT 10.3 19.5 20.5 229 25.1 26.2 26.8 27.6 28.3 29.1 29.5 29.9
PL 13.0 19.2 20.4 22.0 23.0 24.5 26.7 29.3 31.4 32.7 32.8 32.2
PT 9.8 23.8 24.9 27.0 29.0 31.2 33.1 34.0 33.9 33.8 33.7 33.6
RO 9.5 19.6 20.5 21.0 23.5 25.5 27.6 28.7 30.1 30.0 29.5 29.1
SI 8.8 21.3 22.5 24.5 26.2 27.5 29.1 30.3 31.0 30.9 30.6 30.1
SK 12.7 17.5 18.6 20.6 21.9 23.9 26.5 28.6 30.4 31.3 31.0 30.2
FI 9.0 23.1 23.8 25.2 26.1 26.1 26.6 27.5 28.7 30.2 31.3 32.1
SE 6.4 20.3 20.6 21.4 22.2 22.7 23.0 23.4 24.6 25.9 26.3 26.7
NO 10.6 18.4 19.4 20.9 22,5 23.7 24.3 25.0 26.0 27.1 28.1 28.9
EA 9.2 21.6 22.4 24.5 26.4 27.8 28.7 29.4 29.8 30.0 30.3 30.7
EU 9.3 21.2 22.0 23.9 25.7 27.1 28.2 29.0 29.7 30.0 30.2 30.5

Table II.1.12: Share of very elderly population (+80y) as % of total population

Ch 22-70 2022 2025 2030 2035 2040 2045 2050 2055 2060 2065 2070
BE 5.8 55 5.6 6.4 7.1 8.1 9.1 ©.7 10.0 10.3 10.7 il 3
BG 9.0 4.7 4.9 5.9 6.8 7.5 8.1 9.0 10.4 11.8 12.7 13.7
cz 7.6 4.3 4.7 6.1 7.1 7.4 7.7 8.1 9.7 11.3 11.7 11.9
DK 5.8 5.1 5.8 7.0 7.5 8.0 8.8 9.7 10.3 10.4 10.3 10.9
DE 4.4 Vs 7.1 6.9 75 8.6 10.2 11.2 10.8 10.5 10.8 11.7
EE 7.3 6.0 5.7 6.2 7.1 8.0 8.7 9.1 9.9 10.7 11.8 13.3
IE 8.7 3.6 4.0 4.8 5.5 6.4 Izs) 8.2 9.4 10.8 12.0 12.3
EL 9.1 7.1 7.1 8.0 9.0 10.4 11.7 13.5 15.0 16.4 16.9 16.2
ES 8.8 6.1 6.3 7.1 7.9 9.1 10.6 12.2 13.8 15.2 15.4 14.9
FR 6.5 6.0 6.1 7.5 8.6 9.5 10.3 11.0 11.6 11.7 12.1 12.6
HR 7.6 55 5.4 &3 7.8 9.1 9.9 10.4 10.8 11.7 12.6 13.1
IT 6.9 7.6 7.8 8.7 9.4 10.3 12.0 13.7 15.0 15.3 14.9 14.5
CcY 7.8 4.0 4.2 Soil 5.9 6.8 7.7 8.3 8.7 9.3 10.4 11.8
Lv 8.9 6.0 6.0 6.3 7.1 8.5 9.7 10.5 11.3 12.0 13.3 15.0
LT 9.6 5.6 5.6 6.0 6.8 8.5 10.2 11.3 12.0 12.5 13.5 15.2
[XV) 7.2 3.9 3.9 4.3 4.8 5.6 6.7 7.7 8.4 9.1 10.0 11.1
HU 6.8 4.7 4.9 5.6 6.7 7.2 7.2 78 €3 10.9 11.2 il
MT 8.1 4.3 4.8 6.0 6.5 6.9 7.0 7.0 7.5 8.7 10.3 12.4
NL 6.1 4.9 5.2 6.5 7.3 8.2 9.2 10.2 10.4 10.2 10.3 10.9
AT 6.3 5.9 6.0 6.4 6.8 7.9 9.5 10.8 1.1 11.0 11.4 12.1
PL 10.7 4.3 4.2 5.4 7.2 8.7 9.0 9.1 10.0 11.8 13.8 15.0
PT 7.8 6.9 7.3 8.4 9.5 10.6 11.8 12.9 14.2 15.2 15.3 14.8
RO 8.6 4.4 4.5 5.5 6.6 Tt/ 77 @5 10.6 11.9 12,3 13.1
SI 8.1 5.6 5.8 6.7 8.1 9.3 10.2 10.9 11.6 12.7 13.5 13.8
SK 10.5 3.4 &7/ 4.7 6.1 7.3 8.0 8.5 9.8 11.6 13.0 13.9
FI 7.3 5.9 6.2 8.1 9.2 9.9 10.4 10.7 10.6 11.2 12.2 13.2
SE 5.8 5.4 6.1 7.1 7.4 7.6 8.0 8.7 9.1 9.4 9.8 10.7
NO 6.9 4.5 5.0 6.2 7.0 7.7 8.4 9.3 10.0 10.2 10.6 11.3
EA 6.5 6.5 6.6 Izs) 8.1 9.1 10.4 11.6 12.2 12.5 12.8 13.0
EU 7.0 6.1 6.2 7.0 7.9 8.9 10.0 11.0 11.7 12.2 12.6 13.0




Table I1.1.13: Share of very elderly population (+80y) as % of elderly population (+65y)

Part Il

Statistical Annex — Cross-country tables

Ch 22-70 2022 2025 2030 2035 2040 2045 2050 2055 2060 2065 2070
BE 12.1 28.1 27.4 28.7 30.5 33.4 36.6 38.2 38.5 38.4 39.0 40.2
BG 22.5 21.9 223 25.6 27.6 28.2 28.3 29.7 32.4 36.4 40.4 44.5
cz 223 21.0 23.2 28.5 32.0 30.6 29.1 29.7 34.3 39.4 41.8 43.5
DK 12.8 24.8 27.7 31.1 31.5 32.2 35.1 38.4 39.8 38.5 36.5 37.5
DE 7.7 33.0 i3 28.0 28.2 32.0 38.0 41.5 39.2 37.5 2758 40.7
EE 15.4 29.3 27.3 28.2 30.6 32.6 33.7 33.4 33.6 35.3 39.5 44.7
IE 18.2 23.9 24.7 26.7 28.3 29.6 30.7 31.9 il 39.6 42.5 42.1
EL 17.7 31.3 29.9 30.6 31.1 32,9 34.5 37.9 42.2 47.0 50.1 49.0
ES 14.9 30.0 29.9 29.9 29.8 31.3 33.7 37.4 42.0 46.3 46.9 45.0
FR 14.3 28.5 27.9 31.6 34.4 36.3 38.6 40.0 41.3 41.6 42.4 42.8
HR 16.2 24.3 229 24.7 28.9 2% 34.3 34.6 5.9 37.5 EORS) 40.5
IT 1.1 32.0 31.2 319 31.2 32.1 35.8 40.7 44.7 45.9 44.8 43.1
Cy 16.5 23.9 24.1 26.5 28.9 7 34.2 34.3 Ja.3 33.4 36.1 40.4
Lv 19.0 28.9 27.2 26.5 27.9 31.2 34.0 34.5 34.8 36.1 41.4 47.9
LT 14.6 28.2 26.6 25.1 26.0 30.4 34.7 36.3 36.0 35.5 37.5 42.8
LU 11.4 26.6 25.6 25.3 25.8 27.9 31.1 33.5 34.0 34.3 35.4 37.9
HU 17.8 22.6 23.6 26.6 30.4 30.3 27.6 2985] 33.8 38.4 39.4 40.4
MT 14.7 22.2 24.6 30.7 33.8 35.3 33.8 30.5 29.1 29.5 32.1 36.9
NL 13.2 24.2 24.9 28.5 29.9 32.4 36.5 39.8 40.0 37.8 36.7 37.4
AT 10.6 30.1 29.4 28.0 27.2 30.2 35.6 39.2 39.1 37.7 38.7 40.7
PL 24.4 22.4 20.6 24.7 31.3 5.3 33.7 30.9 31.8 36.0 42.2 46.7
PT 14.8 29.2 29.4 30.9 32.7 34.1 35.8 38.0 41.7 45.1 45.5 44.0
RO 22.3 22.7 21.9 25.1 28.0 30.0 27.7 S245] 5582, 39.7 41.8 45.0
SI 19.2 26.5 26.0 27.3 31.1 33.8 35.2 36.1 37.5 41.1 44.2 45.7
SK 26.6 19.5 19.7 22.6 28.0 30.4 30.3 29.7 32.2 36.9 41.8 46.0
FI 15.4 25.6 26.3 32.1 35.4 37.9 39.1 38.7 36.9 37.0 38.9 41.0
SE 13.3 26.8 29.8 FE 33.5 33.4 35.0 36.9 37.2 36.2 37.1 40.1
NO 14.9 24.4 26.0 29.9 31.1 32.4 34.4 37.1 38.4 37.8 37.8 39.2
EA 12.3 30.1 29.3 29.8 30.6 32.9 36.3 39.4 40.9 41.6 42.1 42.4
EU 14.2 28.6 28.0 29.2 30.6 32.8 35.4 37.8 39.4 40.8 41.8 42.7

Table II.1.14: Potential GDP (growth rate)

Ch 22-70 2022 2025 2030 2035 2040 2045 2050 2055 2060 2065 2070
BE -0.7 1.8 1.6 1.1 il.2) 1.7 it5 i3 i3 1.2 .2 1.1
BG -1.2 2.2 2.0 1.7 1.5 1.4 1.3 1.1 1.1 1.3 1.3 1.0
cz -0.9 2.1 1.8 1.3 1.4 1.6 1.7 1.6 i3 1.6 1.6 1.2
DK -1.1 2.2 1.2 0.9 1.3 1.6 1.7 1.6 1.5 1.2 1.0 1.1
DE 0.7 0.5 1.0 0.7 1.0 1.6 1.5 i3 1.1 1.1 1.2 1.2
EE -1.0 2.4 1.5 1.4 1.7 2.0 1.8 1.6 1.4 1.3 1.5 1.4
IE -6.4 izs) 5.5 B} 1.8 1.7 1.3 1.2 ilg 1.3 1.1 0.9
EL 0.7 0.4 1.4 0.6 0.6 1.1 1.2 1.1 1.2 1.3 1.3 1.0
ES -0.3 1.1 i3 0.8 1.0 1.6 1.4 1.3 1.3 1.3 1.1 0.8
FR -0.2 1.1 0.8 0.6 0.8 1.5 1.4 1.3 1.3 1.3 1.1 0.9
HR -2.6 3.2 2.5 i3 1.4 1.7 1.5 1.4 1.2 1.1 0.9 0.7
IT 0.1 0.9 1.0 0.6 0.8 1.4 1.4 1.4 1.4 1.3 1.2 1.1
Cy -2.3 25 2.4 1.6 1.6 1.9 1.8 i 1.2 1.1 1.2 .3
Lv -0.8 1.7 2.1 1.4 1.5 1.2 0.8 0.4 0.4 0.9 1.1 0.9
LT -2.8 35 2.6 1.5 1.4 1.2 1.0 0.6 0.3 0.3 0.6 0.7
LU -1.0 2.2 2.3 1.6 1.7 2.2 2.1 1.8 1.5 1.4 1.3 1.2
HU =23} 3.4 2.5 2.1 1.8 1.6 1.7 1.7 i3 1.4 L8 1.1
MT -5.1 5.9 3.9 3.8 3.2 2.5 1.9 1.3 0.9 0.7 0.8 0.8
NL =il 2.2 i3 0.8 1.0 1.6 1.7 1.6 1.4 1.2 1.1 1.0
AT -0.3 1.4 1.4 1.3 1.3 1.6 1.4 1.2 1.1 1.1 1.2 1.1
PL -2.6 3.4 2.4 2.2 2.1 1.4 1.0 0.9 0.9 1.0 1.1 0.8
PT -0.7 1.8 1.6 0.7 0.7 1.2 1.3 1.4 1.5 1.4 1.2 1.1
RO =18 2.9 2.7 2.3 2.0 1.4 il,5 1.3 1.4 1.4 .8 0.9
SI -2.0 3.1 2.7 2.2 2.0 1.5 1.1 1.0 1.1 1.3 1.3 1.1
SK -0.6 1.9 1.6 1.6 1.7 L5 1.4 1.3 1.1 1.2 1.4 .8
FI -0.7 1.6 1.1 1.0 1.2 1.5 1.3 1.1 1.0 0.9 0.9 0.9
SE -0.3 1.8 1.7 i3 1.7 2.0 1.8 1.6 1.6 1.4 1.4 .5
NO -0.4 1.6 1.6 1.5 1.4 1.8 1.7 1.6 1.5 1.4 1.3 1.2
EA -0.3 1.3 i3 0.9 1.0 5 1.4 i3 1.2 1.2 1.1 1.0
EU -0.4 1.5 1.4 1.0 1.1 1.5 1.4 1.3 1.3 1.2 1.2 1.1
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Table II1.1.15: Employment (15-74y; growth rate)

Ch 22-70 2022 2025 2030 2035 2040 2045 2050 2055 2060 2065 2070
BE =il.7/ i3 1.0 0.5 0.3 0.2 0.0 0.0 -0.1 -0.1 -0.1 -0.2
BG -0.3 0.0 -0.5 -1.2 -1.0 -1.0 -1.0 -1.1 -0.8 -0.4 -0.2 -0.3
cz =il5 i3 0.5 -0.3 -0.4 -0.7 -0.5 -0.4 -0.3 0.0 0.1 0.0
DK -1.4 1.2 -0.1 -0.1 0.1 0.1 0.2 0.3 0.2 -0.1 -0.2 -0.2
DE -0.1 0.1 0.4 -0.5 0.3 0.1 0.0 -0.1 -0.2 -0.2 -0.1 0.0
EE -1.7 1.8 0.1 -0.4 -0.1 0.0 -0.1 -0.3 -0.4 -0.2 0.1 0.2
IE -3.4 il 1.4 0.6 0.4 0.1 -0.2 -0.1 0.0 0.0 -0.1 -0.3
EL 0.1 -0.3 0.4 -0.8 -0.9 -0.9 -0.9 -0.8 -0.6 -0.3 -0.2 -0.2
ES =il,5 1.1 1.0 0.0 -0.1 -0.2 -0.5 -0.4 -0.3 -0.2 -0.2 -0.4
FR -1.2 0.9 0.5 0.3 0.2 0.0 0.0 -0.1 -0.1 0.0 -0.2 -0.3
HR -1.8 i3 0.6 -0.5 -0.5 -0.6 -0.7 -0.7 -0.7 -0.6 -0.6 -0.6
IT -0.5 0.3 0.2 -0.1 -0.2 -0.2 -0.2 -0.1 -0.1 0.0 -0.1 -0.2
Cy =il 1.9 0.6 -0.2 0.0 0.2 0.2 0.0 -0.2 -0.2 -0.1 0.0
Lv 0.1 -0.4 -0.2 -1.6 -1.2 -1.0 -1.3 -1.6 -1.4 -0.7 -0.3 -0.3
LT 2.1l 1.5 0.0 -1.5 =il 2 -1.0 =il =il.3 =il5 -1.2 -0.9 -0.6
LU -2.9 2.9 2.6 1.2 0.9 0.8 0.6 0.4 0.2 0.1 0.0 0.0
HU =5 1.3 0.6 -0.3 -0.6 -0.7 -0.5 -0.4 -0.4 -0.3 -0.1 -0.1
MT -4.8 4.4 2.4 1.9 1.4 0.9 0.4 -0.1 -0.5 -0.6 -0.5 -0.4
NL 23 2.1 0.9 0.0 0.0 0.1 0.3 0.2 0.1 -0.1 -0.2 -0.2
AT -1.2 1.1 0.8 0.3 0.1 0.1 0.0 -0.2 -0.2 -0.2 -0.1 -0.1
PL -0.9 0.5 -0.7 -0.9 -0.8 -0.9 =iloil -1.2 -0.9 -0.6 -0.4 -0.4
PT -0.9 0.7 0.0 -0.9 -0.9 -0.8 -0.8 -0.5 -0.3 -0.2 -0.2 -0.2
RO -0.1 -0.2 -0.8 -1.2 -1.0 -1.0 -1.0 -0.9 -0.6 -0.3 -0.2 0.3}
SI -1.2 1.1 0.2 -0.1 -0.1 -0.3 -0.6 -0.6 -0.3 -0.1 0.0 -0.2
SK -0.7 0.8 -0.4 -0.8 -0.7 -0.7 -0.7 -0.8 -0.7 -0.4 -0.1 0.1
FI -1.9 1.6 0.3 -0.3 -0.1 0.0 -0.2 -0.3 -0.3 -0.4 -0.3 -0.3
SE -0.5 0.8 0.9 0.6 0.6 0.5 0.4 0.2 0.3 0.1 0.1 0.3
NO -4.0 3.9 0.2 0.6 0.4 0.3 0.3 0.2 0.1 0.1 0.0 -0.1
EA -0.9 0.7 0.5 -0.2 -0.1 -0.1 -0.2 -0.2 -0.2 -0.1 -0.2 -0.2
EU -0.9 0.7 0.3 -0.3 -0.2 -0.2 -0.3 -0.3 -0.2 -0.2 -0.2 -0.2

Table I1.1.16: Labour input: hours worked (growth rate)

Ch 22-70 2022 2025 2030 2035 2040 2045 2050 2055 2060 2065 2070
BE =il,7/ 1.6 i.2) 0.5 0.3 0.2 0.0 0.0 -0.1 -0.1 -0.1 -0.2
BG -0.1 -0.2 -0.4 -1.2 -1.0 -1.0 -1.0 -1.1 -0.8 -0.4 -0.2 -0.3
cz -1.6 1.6 0.8 -0.2 -0.4 -0.7 -0.5 -0.4 -0.3 0.0 0.1 0.0
DK -1.3 1.2 0.0 -0.1 0.1 0.1 0.2 0.3 0.2 -0.1 -0.2 -0.2
DE 0.4 -0.4 0.2 -0.5 0.5 0.1 0.0 -0.1 -0.2 -0.2 -0.1 0.0
EE -2.2 2.4 0.2 -0.4 -0.1 0.0 -0.1 -0.3 -0.4 -0.2 0.1 0.2
IE -3.1 2.7 i3 0.6 0.4 0.1 -0.2 -0.1 0.0 0.0 -0.1 -0.3
EL 0.3 -0.5 0.4 -0.8 -0.9 -0.9 -0.9 -0.8 -0.6 -0.3 -0.2 -0.2
ES -1.4 1.0 1.2 0.1 -0.1 -0.2 -0.5 -0.4 -0.3 -0.2 -0.2 -0.4
FR -1.3 1.1 0.6 0.3 0.1 0.0 0.0 -0.1 -0.1 0.0 -0.2 -0.3
HR -2.0 i3 0.7 -0.5 -0.5 -0.6 -0.7 -0.7 -0.7 -0.6 -0.6 -0.6
IT -0.6 0.4 0.4 -0.1 -0.2 -0.2 -0.2 -0.1 -0.1 0.0 -0.1 -0.2
Cy -2.2 2.2 1.0 -0.2 0.0 0.2 0.2 0.0 -0.2 -0.2 -0.1 0.0
Lv -0.1 -0.2 -0.2 -1.7 -1.3 -1.0 -1.3 -1.6 -1.4 -0.7 -0.3 -0.3
LT =i i3 0.2 -1.5 -1.2 -1.0 =il =13 =5 =il2 -0.9 -0.6
LU -3.0 2.9 2.8 1.2 0.9 0.8 0.6 0.4 0.2 0.1 0.0 0.0
HU -0.9 0.8 0.1 -0.4 -0.6 -0.7 -0.5 -0.4 -0.4 -0.3 -0.1 -0.1
MT -3.7 3.3 1.8 1.9 1.4 0.9 0.4 -0.1 -0.5 -0.6 -0.5 -0.4
NL S25S) 2.0 1.0 0.0 0.0 0.1 0.3 0.2 0.1 -0.1 -0.2 -0.2
AT -0.7 0.6 0.7 0.2 0.1 0.1 0.0 -0.2 -0.2 -0.2 -0.1 -0.1
PL -1.2 0.8 -0.6 -0.9 -0.8 -0.9 =iloil -1.2 -0.9 -0.6 -0.4 -0.4
PT -0.5 0.3 0.2 -0.8 -0.8 -0.8 -0.8 -0.5 -0.3 -0.2 -0.2 -0.2
RO -0.3 0.0 -0.8 =il.3 -1.0 -1.0 -1.0 -0.9 -0.6 -0.3 -0.2 -0.3
SI -1.3 1.2 0.4 -0.1 -0.1 -0.3 -0.6 -0.6 -0.3 -0.1 0.0 -0.2
SK -0.2 0.3 -0.5 -0.9 -0.7 -0.7 -0.7 -0.8 -0.7 -0.4 -0.1 0.1
FI -1.4 1.0 0.1 -0.3 -0.1 0.0 -0.2 -0.3 -0.3 -0.4 -0.3 -0.3
SE -0.5 0.8 1.0 0.6 0.6 0.5 0.4 0.2 0.3 0.1 0.1 0.3
NO -4.0 3.9 0.6 0.6 0.4 0.3 0.3 0.2 0.1 0.1 0.0 -0.1
EA -0.8 0.6 0.6 -0.2 -0.1 -0.1 -0.2 -0.2 -0.2 -0.1 -0.2 -0.2
EU -0.8 0.6 0.4 -0.3 -0.3 -0.2 -0.3 -0.3 -0.3 -0.2 -0.2 -0.2




Table I1.1.17: Labour productivity per hour (growth rate)

Part Il

Statistical Annex — Cross-country tables

Ch 22-70 2022 2025 2030 2035 2040 2045 2050 2055 2060 2065 2070
BE 1.0 0.2 0.4 0.6 0.9 il5 1.4 1.4 i3 1.8 i3 il.2)
BG -1.1 2.4 2.4 2.9 2.5 2.4 2.3 2.2 2.0 1.7 1.5 1.2
cz 0.7 0.5 1.0 1.6 1.8 2.8 22 2.0 1.8 1.6 1.4 1.2
DK 0.3 1.0 1.2 1.1 1.2 1.5 1.4 1.4 1.3 1.3 1.3 1.2
DE 0.3 0.9 0.8 1.2 .3 i 1.4 1.4 i 1.3 i,3 1.2
EE 1.2 0.1 1.3 1.8 1.8 2.0 2.0 1.9 1.7 1.6 1.4 1.2
IE =53 4.5 4.0 2.7 1.4 1.6 1.4 1.4 il 1.3 i3 1.2
EL 0.3 0.9 1.0 1.3 1.5 2.1 2.1 2.0 1.8 1.6 1.4 1.2
ES 1.1 0.1 0.3 0.8 1.1 1.8 1.8 1.8 1.6 1.5 1.4 1.2
FR 1.1 0.1 0.3 0.3 0.7 1.5 1.4 1.4 1.3 1.3 1.3 1.2
HR -0.5 1.8 1.8 2.1 1.9 2.2 2.2 2.1 1.9 1.7 i3 1.2
IT 0.7 0.5 0.6 0.7 1.0 1.6 1.6 1.5 1.4 1.4 1.3 1.2
Cy 0.0 i3 1.4 1.8 1.6 1.8 1.6 i i3 1.4 1.3 1.2
Lv -0.7 1.9 2.2 3.1 2.7 2.2 2.1 2.0 1.8 1.6 1.4 1.2
LT -0.9 2.1 2.5 B0 2.6 2.2 2.0 1.9 1.8 1.6 1.4 1.2
LU 2.0 -0.7 -0.5 0.4 0.8 1.5 1.4 1.4 1.3 1.3 1.3 1.2
HU -1.4 2.6 2.4 285 2.3 2.3 2.2 2.1 1.9 1.7 1.4 1.2
MT -1.3 2.6 2.0 1.9 1.8 1.6 1.5 1.4 1.3 1.3 1.3 1.2
NL 1.1 0.1 0.5 0.8 1.0 1,5 1.4 1.4 i3 .9 i3 1.2
AT 0.5 0.8 0.7 1.0 1.2 1.5 1.4 1.4 1.3 1.3 1.3 1.2
PL =il.3 2.6 3.0 32 2.8 2.8 2.2 2.0 1.8 1.6 1.4 1.2
PT -0.2 1.5 1.4 1.5 1.5 2.0 2.0 2.0 1.8 1.6 1.4 1.2
RO =il,7/ 2.9 35 3.6 il 2.4 2.3 2.2 2.0 o7/ i3 1.2
SI -0.7 1.9 2.3 2.3 2.1 1.8 1.7 1.6 1.5 1.4 1.3 1.2
SK -0.4 1.6 2.2 2.5 2.4 2.2 2.1 2.0 1.8 1.6 1.4 1.2
FI 0.6 0.6 1.0 1.3 1.3 1.5 1.4 1.4 1.3 1.3 1.3 1.2
SE 0.2 1.0 0.6 0.9 1.1 .5 1.4 1.4 i3 i3 .8 1.2
NO 1.3 -0.1 1.2 0.9 0.9 1.5 1.4 1.4 1.3 1.3 1.3 1.2
EA 0.5 0.7 0.8 1.0 1.1 1.6 1.6 5 1.4 1.4 i 1.2
EU 0.4 0.9 1.1 1.3 1.4 1.8 1.7 1.6 1.5 1.4 1.3 1.3

Table I1.1.18: Total factor productivity (TFP) (growth rate)

Ch 22-70 2022 2025 2030 2035 2040 2045 2050 2055 2060 2065 2070
BE 0.6 0.2 0.3 0.4 0.7 1.0 0.9 0.9 0.9 0.8 0.8 0.8
BG -1.2 2.0 1.7 1.5 1.5 1.5 1.5 1.4 1.3 1.1 1.0 0.8
cz 0.4 0.4 0.6 0.9 1.2 iLf5 1.4 i3 1.2 1.1 0.9 0.8
DK 0.6 0.2 0.5 0.7 0.8 1.0 0.9 0.9 0.9 0.8 0.8 0.8
DE 0.3 0.5 0.6 0.8 0.9 1.0 0