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1. The basic demographics of aging
22A coming nfiliscal sqg

3. Fiscal implications for the next decade

*

4. Some political considerations



Populatiom-growth thas beencdecliningfonyears years ...

Population Growth, 1950-2040
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... whirchh inevitablyy leads toopopulationcaginging.

Distribution of the Population By Sex and Age Group
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Ratio of people aged 15-64 to people aged 65+

(persons)
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Aging willl[dramatieallyzreducel the: working rl<ing-age share-obf
the: populatoion. ...

Share of people aged 15-64 in Total Population

(percent)
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... anadcalso causesa shift toward\groups withdowenUBwer LF
paaticibdtiorni rptast.l on r at es €

LF Participation Rate by Age Group
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é. wwh thehrestulb lecing ensoudradll rdalectiomgn taen 0 v ¢
aggregatéd_Efparticipatienirate:ate.

Aggregate LF Participation Rate
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Declining LF participation rate:
C declining LF growth
C declining per capita real GDP growth

C declining per capita tax base




The nedluiction im ifuttrellaboun o ur-force: growth:h .

Decomposition of Labour-Force Growth
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The negtuctioninireabGDRI[growthwth.

Decomposition of Real GDP Growth
(percent)
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ANfil scal :

1. Need for more public spending:

A Health Care Spending

A Elderly Benefits

2. But less spending on:

AEducation and

Chi |l dreno

-



Not surprisingly, pepecapitarhealthealth - care expendituressriseise
rapidhyywitht ageae ...

Per Capita Provincial-Territorial Public Health Spending by Age Group, 2006
(thousands of dollars)
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... put then ising melative (pricecof drealth-ecare lwillzalsow il also
contriidute ¢otrisimng healthalth - care costss.

Increase in Public Health Spending

(percent of GDP)
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Sour ce: OECD and authoroé6és calcul ati ons.




Rising eldery benefits wallvalsozput upward pressurecorsuire on
govemnmenhspendmg as the ipopulationzages. ages.

Increase in Elderly Benefits
(percent of GDP)

These two components will add roughly 3.5
0.8 percentage points of GDP to public spending
between 2020 and 2040!
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What (nonrfiscatzpolices-are available toCanadiamadian
govarementmendeas witth ahisdiecall" sgweiezey t hi s

1. Increase immigration and/or fertility rates
2. Increase labour-force participation

3. Increase productivity growth

-



What:broad discal €hoices areavaitabi€2ble?

1. Reduce non -age -related spending
2. Increase taxes

3. Take the neasyo route

A4

C defer the problem until later
C increase borrowing (debt)

-



Thought Experiment : Suppose it is done by rising debt

Spending and Revenue Paths From 2020 to 2040

(percentage points of GDP)
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