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How to ensure economic success after entering the common currency
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Main message: Not actually a trade-off

between structural reforms and socia

justice

* Significant aging and population decline in the Baltic States:
risks to economic growth and living standard convergence

* Need to invest in people and address inequities to promote

healthy, active and productive aging

* Social justice is critical to help ensure the political
sustainability of reforms

* But need to consider public spending trade-offs
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Aging Baltics: shrinking younger generations,
with low fertility and high emigration...

50 -
40 -
30 -
20 -
10 -

-10 -
-20 -
-30 -

% Change in population, 1990-2010

@ WORLD BANKGROUP

0 .
g
;

Cumulative population change 1990-2010, in percent

Estonid

Lithuania*
Bulgarﬁ

Croatia #
Romania*

Hungari

Falling populations: Low
Fertility, high emigration
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Source: Based on United Nations (UN) Population Division (2013). Notes: Natural
increase in population defined as births minus deaths. Net migration is net total of
migrants during the period, i.e. total number of immigrants less number of emigrants.



..and short lives: |taly gained 14 years of life
expectancy since 1960 and Lithuania 4
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Healthy aging: Reducing inequality while
achieving the “cardiovascular revolution”

Excess deaths due to diseases of the circulatory system
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Active aging: Promoting activity, tackling
unemployment and gender gaps
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Active aging policy agenda:

e expanding part-time and
temporary work, without
excessive labor market
duality

* appropriate incentives to
reduce early retirement

* tailored active labor market
programs

* expanding affordable child
and eldercare options



Productive aging: Skilling up the current and
future workforce and promoting equity

Score difference top-bottom socioeconomic 25-64 year-olds in formal/non-formal education & training (2011)
quintile (2012)

£ 100
o
o
é i II II I II II II m 40
a GJ 30
£
HH”””“III:
v Estonia OECD Poland Latvia Lithuania Finland g
o C 0OV X T U >0 © x5 VW © >0 cC O © ®© > © © © © T U ©
& A o — —:CU = < E._:.—_,_,E—._._.: —
5 e | | §gggfu§§§a§°§§%§ggggag§§%g§§§%
B Mathematics M Reading ;-QLC.E;_metsﬁog E"’QBE?:D —'259865
7 QE) % Q= & - o » T 0 A < 2o 2
PISA 2012 Mathematics Performance 32 E o
@ 8,0 81 N =
% go 176 % 153 z 15,4 146 “ =
= 213 232 23,4 . . . .
5 60 27 Productive aging policy agenda:
o
e 250 - | | .
S 20 l * cognitive and socio-emotional skills
o
&0 o | development from early age
Latvia Poland Finland OECD Lithuania Estonia
M Below Level 2 W Level 2 m Level 3 m Level 4 W Level 5 and above ° adult education System Connect|ng

(@ worLo eanaroup firms, workers and providers



Shared prosperity: Adequate protection and
containing aging-related spending pressures

Age-related public spending (EU Aging Report 2015) Pension spending per beneficiary compared to GDP per capita,
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Socio-economic conditions vary significantly
by space, calling for spatial policy lens

Figure 1: Risk of poverty rates at the county level (LAU1) and (groups of) local government unit level

Direct estimates from EU-SILC suggest some poverty Predicted local government unit level estimates reveal
heterogeneity across counties considerable variation in poverty incidence within counties

Kaart 1. Vaesuse miira otsene hinnang sotsiaaluuringu pohjal, 2011 Legend
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Source: World Bank staff estimates using 2011 Population and Housing Census and 2012 EU-SILC data collected by Statistics Estonia.
Note: Risk of poverty defined using the EU standard of 60 percent of median national equivilized income after social transfers.

@ WORLD BANKGROUP



In aging Europe investing in people will be

critical for ensuring economic success

Increase healthy life
expectancy and reduce
health inequality

Increase labor force
participation at all ages

Plan for public spending
trade-offs
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PRODUCTIVE
AGING

Invest in skills of all age
cohorts and adapt to
older labor force

Target those who will be
vulnerable to elderly
poverty early on
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