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Outline of Talk

1. The basic demographics of aging

2. A coming ñfiscal squeezeò

3. Fiscal implications for the next decade

4. Some political considerations



Population growth has been declining for years ...

Source: Statistics Canada and Office of the Chief Actuaryôs 23rd Actuarial Report on the Canada Pension Plan.
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... which inevitably leads to population aging.

Source:  Office of the Chief Actuaryôs 23rd Actuarial Report on the Canada Pension Plan and Statistics Canada.
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2040, Population: 41.2 M
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By 2040, Canadaôs ñproviding ratioò will fall by half. 

Source: Statistics Canada and Office of the Chief Actuaryôs 23rd Actuarial Report on the Canada Pension Plan.

Ratio of people aged 15-64 to people aged 65+

0

1

2

3

4

5

2008 2020 2030 2040

(persons)



Aging will dramatically reduce the working -age share of 
the population ...

Source: Office of the Chief Actuaryôs 23rd Actuarial Report on the Canada Pension Plan.
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... and also cause a shift toward groups with lower LF 
participation rates é

Source: Statistics Canada.
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é with the result being an overall reduction in the 
aggregate LF participation rate.

Source:  Statistics Canada and Finance Canada calculations.
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Part 1 of the coming ñfiscal squeezeò

Declining LF participation rate:

Č declining LF growth 

Č declining per capita real GDP growth 

Č declining per capita tax base



The reduction in future labour - force growth.

Source:  Finance Canada calculations.
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The reduction in real GDP growth.

Source:  Finance Canada calculations.
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Part 2 of the coming ñfiscal squeezeò

1. Need for more public spending:

ÁHealth Care Spending

ÁElderly Benefits

2. But less spending on:

ÁEducation and Childrenôs Benefits



Not surprisingly, per capita health -care expenditures rise 
rapidly with age ...

Source:  CIHI.
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... but the rising relative price of health care will also 
contribute to rising health -care costs. 

Source:  OECD and authorôs calculations.
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Rising elderly benefits will also put upward pressure on 
government spending as the population ages.

Source:  Chief Actuary and authorôs calculations.
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What (non fiscal) polices are available to Canadian 
governments to deal with this fiscal ñsqueezeò?

1. Increase immigration and/or fertility rates

2. Increase labour-force participation

3. Increase productivity growth



What broad fiscal choices are available?

1. Reduce non -age - related spending

2. Increase taxes

3. Take the ñeasyò route

Č defer the problem until later 

Č increase borrowing (debt)



Source:  OECD, CIHI, and authorôs calculations.
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