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Pay-as-you-go pension and healthcare schemes are under increasing pressure
from ageing populations. Recent elections suggest voters don’t like tax increases,
spending cuts, delayed retirement or higher immigration. So government borrowing
is likely to rise until fnancial markets force politicians to face up.
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This article feshes out the size of the

Figure 2: Tax receipts and government spending vary by age
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HIGHER SPENDING, LOWER TAXES
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Figure 3: NET and cumulative effect of ageing on public fnances
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However, this merely postpones,

Budget balance, % of GDP

Figure 4: Scenario analysis for the impact on the public
fnances from ageing
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DELAYING RETIREMENT
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REDUCE PENSION BENEFITS
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PRODUCTIVITY

HIGHER BORROWING

recent election suggests this is the

Instead, the government needs

Previous governments have made

direction we will be heading.
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We will

anything, government borrowing

of demographics for infation and

technologies to succeed. However,
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interest rates in forthcoming notes.

as has been the case since the

could choose to try and balance
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So politicians can be lobbied to
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resist change, slowing productivity.

allow public borrowing to rise. The
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rise.
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