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ure of my intervention
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You already had a training session 5: ,,Pension systems reforms in the EU.Best practices. Discuss
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There are overlaps but I will add the following elements: N4 A —EHE G, HANHALUT AT

A) integration of Member States: EU, but also Eurozone. FX ¥ Bl 2 [H . BRITX 154

B) change of method of policy coordination: from F 5 P 1 /7 2UrtAs . A e 3 451 3] 32 /K
OMC/best practices to benchmarking

C) Own analytical basis: the ageing report. H T4 #T3Eft: Z bk

D) Not so much examples for pension reforms, but = 542455 22 4 2R 7 )

principles.

E) View of Finance Ministers: huge pension block with no direct influence.
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ng blocks of my intervention it 4 5 £t

Key words: Best practices (more binding methods in EU-deepening)- EU (also Eurozone).

istainability (Ageing Report). Pension systems (Principles for a pension policy).

BiA . mtEval, W (WooX), mFset (BRiakd) FREERR

First block: Method of policy coordination and EU/Eurozone dimension (state of the art).
B BRI R T UM L BT X 4ERE

Second block: Sustainability - theory and analysis: Ageing Report.

RS ATRRSVE-ER A R AR

Third Block: Policy Options for pension reforms of the Ageing Report, principles of the Eurogrou
=R R EUCEBCRE S, WK R AR SR

Summary: Referring to the last EG principle: political obstacles (reforms are unpopular, you

n loose power, also hesitance to make the method more binding).
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Method of policy coordination and EU/Eurozone (state of the art)

Urif, BKEH/BRTX (ARKRRAKF) K754

:an be addressed in an EU or in a Eurozone context, where you need more ambition.
B HEFOTX R T 4%

erence, in particular with regard to the level of policy coordination.

BUR M AKFERAF

reakest form is the Open Method of Coordination (OMC), created during the Lisbon
ary light exchange of view about policy options.

At /N T 2 TG (OMO),  BLTA B IR e, FEBUA R 7 THI R RS At L e i
1strument ,,best practices”, where you have a certain anchor, which one can follow.
A REEEH), TR AR E AT AU

ot enough for a Eurozone context. The target should be higher, e.g.

arking concept”.
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nd Block: Sustainability of pensions: the2015 Aging Report as basic underpinn
5P G AR RS 2015 FZEAL IR E
The respective joint Member States (EPC)/European Commission Ageing Report is under
rtain aspects now a ,,bible* (15 years of experience).

HBEAXZRAMECH 15ELHH L

It tries to approach the issue of ,,sustainability* (S1/S2-indicator).
S SENEIE S e IF

It has the aim to cover different public expenditures which will be affected by ageing, not
ly pensions.

K5I KK &AL ST AMR IR T 776
It benefits from similar methodological approaches which will be regularily reviewed.
R T ETB AV %

You have a good comparison among all member states. Report forms solid analytical basis
assess reform progress.
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European
{g Report Commission

mission (ECFIN)-EPC (AWG) long-term projection exercise - 2015 Ageing Rep«
SR T

update of the joint EPC-Commission long-termprojections (previous 2001, 2006, 2009 a
PR Tt T R 38 24T (AfPY#k:2001, 2006, 2009, 2012)

indate of the ECOFIN Council (May 2012) ECOFIN ¥ 52>

| INVITES the Economic Policy Committee to update, on the basis of new population projections to bt

Eurostat, its analysis of the economic and budgetary implications of ageing by the autumn of 2015’
HEBIEATTBURLR 2, RIBHMG T Rsft N ESA 2, T 2015 FkEEhT
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2015 Ageing Report

2015 Ageing Report:
Economic and
budgetary projections
for the 28 EU Member
States (2013-2060)

« Published on 12 May

2015

Available on DG
ECFINs web-site

Council (ECOFIN)
conclusions adopted
on the same day
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projections for the 28 EV
Member States (2013-2050)
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-ails: the 2015 Ageing Report projection exercise 4i75: 2015 &AL S K L
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European
Commission

Size and composition of the population A\ D% & K #)

rage groups and sex Age DE -Population by age groupsand sex Age
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1'he COHSC(]UCHCCS o1 agcing pOpll ations
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Millions until 2011: % of labour force [ 76
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250 A both employment and working-age population decline
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declining working-age 64
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Phase 1 : sluggish employment and slow growth in working-age
population.

Phase ' :rising employment, declining working-age population
Phase 3 : both employment and working-age population decline
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Sustained low growth unless policies change

Potential GDP growth - European Union
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Population ageing put
upward pressure on public

spending in the EU

With large differencies
i across Member States

PP-

of GDP change, 2013-2060
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But lower projected increase n nension spending than
three years ago =

*$ublic pension expenditure
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3lock: Policy Options for pension reforms of the Ageing Report and principles of the EG
=P X RKTER B R A IR TS B 77 2 4 ORI (Y R e 1%

Policy options of the Ageing Report: #Z LR 5 BURIE#

A) Automatic balancing mechanisms to reinforce resilience.

BB AIL A LUOn 5 i) 52 58 1

B) Sustainability factor (benefit link to life expectancy).
ATRFEER R (FF B A i R B

C) Retirement age linked to life expectancy.

AR A B 0 i S B

D) Flanking polices to ensure sustainability while maintaining social adequacy.

A HPORARIE R RFEME . 27801

E) Supporting sustainability through labour market and growth-enhancing measures.
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Policy responses (1)
Statutory retirement ages rising...
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Policy responses (2)

...and the duration of retirement rising too, but less...
(remaining life expectancy at SRA)
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Policy responses (3)
...leading to higher effective retirement ages
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the new 65is ... 74

Old-age dependeny ratio - European Union

2013 2020 2030 2040 2050 2060
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* Future changes in dem()gmphic structure increasingl\'

incorporated in pension policies in EU Member States
Automatic Sustainability factor Retirement age
Country balancing (benefit link to life linked to life
mechanism expectancy) expectancy
Germany X
Finland
Spain X
Italy
France*
Latvia
Poland
Portugal
Sweden
Norway
Cyprus
Denmark*™*
Greece
Netherlands
Slovak Republic

Finland adopted a pension reform, introducing a link between the retirement age and life

> 2K X € X X X X X

expectancy, in November 2015



S 5 75 o ik

Policy scenario: linking the retirement age to life
expectancy

Benefit ratio and average pensions in the policy
scenario compared to the baseline at the EU
aggregate level

Relative difference averaze pensions (policy
scenario / tascline, pp) RHS
a5 R (baseline, %)

e AR (polic v See 114110, 7A)
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Progress with

pension reforms:

public spending
(change 2013-2060 in

percentage points of GDP)

Projection reveal
that pension
spending will not be
higher in 2060

Large differences

across Member
States




The Cost of Ageing in the EU, considerable

increases despite recent reforms (change in

percentage points)

+#3.5

(% of GDP)
2.5

a4
349

+1.7 )

0.0

P +19
+1.8

7.5

5.0  —

25

0.0

7.5

5.0

25

0.0

7.5

5.0

2.5

0.0 -

2013 2060 - AWG | 2060-TFP | 2060 - AWG 2013 2060 - AWG | 2060-TFP | 2060 - AWG
reference |risk scenario|risk scenario reference |risk scenario|risk scenario
scenario scenario
European Union Euro Area
[ Unemployment benefits M Education [ Long-term care W Health care M Pensions

FRMLAEA] - A - KA 2 - fi e 2 - FEER




FF X Successive waves of pensioM

* W
*
B

-

—
e
—
[
— S
—

European
Commission
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rogress with pension reforms in the EU, but, regular checks remain necessary..

Public pension expenditure as %
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ustainability - challenges across di

European
Commission
SO
Short-term fiscal sustainability challenge St S2 .
; - Medium-term fiscal| Long-term fiscal Overall risk
Financial- R L
. ; . sustainability sustainability assessment
SO Fiscal subindex competitiveness
) challenge challenge
subindex
5 XE 020 007 H4:3“T
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LU 0.13 0.00 0.18 -3.2 5.0 MEDIUM LU
HU 0.14 0.08 0.17 -0.8 1.1 LOW HU
MT 0.16 0.00 0.23 0.1 4.6 MEDIUM MT
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PL 0.20 0.10 0.25 2.7 PL
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3lock: Policy Options for pension reforms of the Aging Report and principles of the EG
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* Ongoing debate in the Eurozone on structural reforms in a broad sense and on issues which affect the public

TEX e F L, B0 A LB 4 U S e i

Method triggered via EMU-deepening.
o RIE TN TR B AR T BTk

Last EG (June 16th) postulated four principles:
SRR T AR R HA DU K JE A iR )



)les of Pension Reforms of the Eurogroup BKJt£E B35 & & o & R N

1) Safeguard against demographic and macroeconomic risks (f.e. via automatic balancing

>chanisms)
IENEEH . EMAGra i (i, @ 53 LD

2) Flanking policies (reforms to extend working lives, boost retirement incomes, increase older
ople‘s employability, etc.)
TEER (HCRIER TE . SREBIRIIAN . /T2 NTAERESD)

3) Broader reforms to strengthen growth and employment (adapt work places to changing
mographics, etc.)

M, (et CRBE DA & N\ P22 40)

4) Anchoring political and societal support (develop common understanding, constructive
alogue with stakeholders)

T EOG . SR GINRIAR, SR AH 7 g e toxs 1)
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These principles should be regularly monitored.
B R B AT

Member State and Commission are invited to develop appropriate benchmarks.
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Report back to the Eurogroup in the first half of 2017.
17 48 b~ 58 [ R e AR TTE A S 52
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Sustainability of pension systems: a complex and political sensitive issue with an EU- and an Eur

mension.
REew ARG RN AR BUSBURTERE, WA . BOTX

Theory and Analysis: Ageing Report (sustainability indicators; expenditure categories;

od comparison).

B ZRARE (TFrgtkfate . SCZEn). HAD

Policy options: automatic; sustainability factor; retirement age; flanking policies; supporting

casurcs.
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EG principles: most delicate number 4: hard to implement such reforms as pensions despite a very
pansive monetary stance. You can loose your political power.

GOCEER] TN : VERER 4 % 7558 & OO SO B AU IR I BB 6 5 T o O
F) DRSS o



you very much for your attention!
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