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Paper’s aim: Building a simplified model to ensure comparability between countries
A considerable amount of research has already been devoted to examine the ageing impact, and many sophisticated models have been built to estimate its consequences on the pension system sustainability, economic productivity, labour market supply and so on, at a national level. However, it is more difficult to make comparisons between countries due to the differences in the basic assumptions made in each of models used. A way to overcome this obstacle, and that has been used in this paper, is to define a model using simplified assumptions. Though it can not be used, and therefore does not intend, to give precise forecasts, it provides orders of magnitude and indicates the implications of a range of feasible scenarios on the future evolution of the ratio between the number of retired people and the number of people in employment. This ratio has many policy implications as the former population is supposed to receive potential support from the latter either in the form of pensions or as family support (care). This paper firstly aims to define this simple but useful model and secondly it intends to use it to forecast the results for the 27 EU Member States up to the year 2030. Finally, the paper wants to estimate the impact of different policy alternatives to counteract ageing (e.g. increasing employment levels, the number of immigrants or the average exit age from the labour market). This comparative perspective would, on the one hand, help us find the European countries that are best prepared to face ageing, and, on the other, identify the panoply of measures available for each country.

Data and Methods: Presentation of the model’s broad framework 

Eurostat demographic projections and EU-LFS data for employment are used in this paper to develop a model based on a previous one proposed by G. Calot et al. in “Le vieillissement démographique dans l'Union Européenne à l'horizon 2050. Étude d'impact du viellissement démographique” (study financed by the Directorate-General of Employment and Social Affairs, European Commission). This model uses simplified assumptions in order to make the different national situations within the European Union comparable. More specifically, the paper’s model uses Eurostat demographic projections (up to 2030) as a basis and explores different employment, immigration, and retirement age scenarios to counterbalance the increasingly older population over the period 2000-2030. 

Results: A classification of the European Union Member States depending on their most feasible answer to ageing

The model examines the impact of the growth in the number of retired people between 2000 and 2030, all other key factors remaining constant. The outputs of the model are changes in the diverse key factors to counteract the effect of ageing. These compensatory changes are examined one by one (under the ceteris paribus approach) to assess the individual compensatory effect that each key factor could have on ageing, for instance: 

· Increasing the number of employed people by raising employment rates;

· Increasing the number of employed people by raising immigration levels;

· Increasing the effective retirement age. This would, on the one hand, reduce the number of retired people and, on the other, increase of the number of potential contributors (e.g. potentially employed people).

All these scenarios are selected to cover the different options that could be taken by the diverse EU countries. Variations in these parameters between Member States reflect, to some extent, the margins of manoeuvre and flexibility that countries would have to address the impact of ageing.

Conclusions

The scenarios presented in this paper show that ageing is a challenge that can be overcome if the European Union achieves high, but nonetheless feasible, levels of employment growth over the next decades. This policy would imply that early exits from the labour market do not remain as high as they are today. A policy framework promoting employment growth but also encouraging people to remain working longer, is therefore required.

However, some measures may be more appropriate for some countries than others owing to differences in the timing and the intensity of the ageing process and other relevant factors. Margins of manoeuvre for those countries which already have a high average effective retirement age and high employment rates, are somewhat smaller than for those with lower labour market participation rates and earlier exit from activity, and where there therefore is more scope for adjustments by increasing the effective retirement age or/and the employment levels (through either increasing employment rates or immigration). 

