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The challenge of an ageing society 
Europe’s ageing population 
presents a major challenge 
to our pension systems:

•  The old-age dependency ratio 
(i.e. people aged 65 or above 
relative to those aged 15-64) is 
projected to double from 26% to 
52.5% in the EU as a whole up to 
2060.

•  The latest figures show fewer 
than half of older workers (aged 
55-64) are in employment (just 
below 50%). 

•  We need to extend working lives 
so people can spend longer 
building up their pensions. 

•  All Member States with pay-as-
you-go pension systems face 
big increases in expenditure, 
which means growing pressure 
on public finances and on the 
younger generation.

•  Europe needs more funded 
workplace pensions if we are to 
develop a stronger EU economy 
and a fairer EU society. But they  
need the right framework of 
public policy and regulation.

Unlike financial products, 
workplace pension schemes 
have a social purpose, are not 
profit-seeking and usually have 
the social partners or members’ 
representatives involved in the 
decision-making processes. They 
are governed primarily by social 
and labour law.
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In the EU 28, in 
2010 there were 
four people of 
working age for 
each person 65 
years or older. 

In 2060 there will 
be only two.

PensionsEurope priorities for policy-makers: 2014-19

PensionsEurope promotes 
safe, sustainable and adequate 
pensions. We call on EU policy-
makers to:

  Recognise the social 
character of pension funds –  
distinct from consumer 
products.

  Help extend pension saving 
to the millions of EU workers 
with no access to workplace 
pensions.

  Encourage the development 
of workplace pensions, 
particularly in Central and 
Eastern Europe, and protect 

pension funds from raids 
by national governments 
looking to reduce their 
public debts and deficits. 

  Develop a new Pensions 
Directive (’IORP Directive’) 
that recognises the huge 
variety of different national 
pension systems and does 
not impose one-size-fits-all 
solutions.

  Resist imposing 
unsustainably high capital 
requirements on pension 
schemes or a solvency 
framework copied from 
insurance companies.

  Consider the cumulative 
impact of financial market 
regulation on pension 
schemes.

  Resist a Financial Transaction 
Tax, because of the extra 
costs it would impose on 
savers and pension scheme 
members.

  Ensure there are no 
regulatory barriers to 
pension funds investing 
in the real economy and 
protecting themselves from 
volatility on the financial 
markets.

1Source: European Parliamentary Research Service, 2012.



1. More, not less, workplace pensions
A regulatory environment 
encouraging workplace 
pension membership is 
needed

Less than half of European 
citizens are covered by workplace 
pensions. Efforts should be made 
to increase coverage among the 
Europeans to build up pensions. 
Employers who are currently 
offering schemes should be 
enabled to continue offering these, 
and those who do not yet offer a 
scheme should be encouraged to 
start offering one.

Moreover, the financial crisis 
had a strong influence on IORPs 
and other pension funds: the low 
interest rate environment put 
pressure on investment returns 
and especially increased the value 
of the liabilities when discount 
rates are based on market rates. 
Disrupted employment histories 
due to high unemployment in 
several Member States have made 
it more difficult for people to build 
up adequate pension savings. 
Economic growth is important for 
workplace pension schemes to 
provide good pensions.

How to achieve this goal? 

•  We believe in the diversity of 
the pension landscape in the 
EU Member States, therefore 
we believe that the European 
Commission should act as a 
facilitator to exchange best 
practices and encourage 
high level debates as to 
how Member States can best 
increase coverage of workplace 
pensions and give some broad 
voluntary guiding principles on 
what a good workplace pension 
scheme is by setting up a code 
of good practice.

•  Economic growth could be 
strengthened by enabling 
IORPs and other pension funds 

to make long-term investments 
in the real economy. By investing 
in the real economy pension 
funds are contributing to the 
strengthening and stabilizing 
of the capital markets. 
Therefore, they should not be 
discouraged by implementing 
capital requirements or other 
constraints and hence lock 
capital unduly in the funds. The 
European Investment Bank can 
play an important role here, 
providing in particular smaller 
IORPs with the expertise needed 
in this area. 

•  A solvency framework 
copied from insurance 
companies would not fit 
IORPs and other pension 
funds. Increased capital 
requirements come with high 
costs for many. This would 
make it difficult for sponsoring 
companies to provide workplace 
pensions. If pension liabilities 
have a major impact on the 
employer’s annual accounts, 
then the employer may be 
discouraged from offering 
a scheme or even decide to 
wind up the existing schemes. 
Employers and employees bear 
the risks in workplace pension 
schemes; they should be able 
to work together to find the 
right balance between a useful 
prudential framework and the 
costs, taking into consideration 
the existing other pensions 
a member can benefit from. 
This should not be done with 
a harmonised EU framework, 
which would result in 
less, not more, workplace 
pensions. The Commission 
should instruct EIOPA 
accordingly.

Why we need workplace pensions:

  Economies of scale in governance, 
administration and asset management;

  Risk pooling and often intergenerational risk-
sharing; 

  Often “not-for-profit” and some/all of the 
costs are borne by the employer;

  Members of workplace pension schemes 
often benefit from a contribution paid by the 
employer;

  Wide-scale coverage due to mandatory 
participation, sector-wide participation 
based on collective agreements and 
soft-compulsion elements such as auto-
enrolment;

  Good governance and alignment of  
interest due to participation of the main 
stakeholders.
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3. We need good pension outcomes
Policies that enable 
sufficient contributions and 
good returns are needed

Workplace pensions are mostly 
based on national social and 
labour law and are managed in the 
best interest of the beneficiaries 
by either representatives of the 
employer or the social partners. 
This makes them different from 
investment products. The purpose 
of workplace pensions is not to 
make profit, but to provide good 
pensions for the beneficiaries. In 
order for them to provide good 
pensions sufficient contributions 
and investment returns are needed. 

How to achieve this goal?

 •  Within an accepted risk level 
IORPs and other pension 
funds need to be able to 
invest in the real economy 
and not be restricted by 
inappropriate solvency 
requirements.

 •  IORPs and other pension 
funds need to be able to 
protect themselves from 
volatility on the financial 
markets, by making use of 
risk-mitigating tools, including 
derivatives, as stipulated in 
the current IORP Directive.

 •  In order to provide good 
market returns IORPs need 
to trade actively. A Financial 
Transaction Tax would 
increase costs and impose 
extra burdens on workplace 
pensions. These extra costs 
would be paid in the end by 
the beneficiaries.

 •  The European Commission 
should take into 
consideration the social 
character of pension funds 
when developing regulations 
for pensions and the financial 
markets. Often IORPs and 
other pension fund are 
treated like banks, insurance 
companies or hedge funds. 
This puts unnecessary 
burdens on them.

 •  PensionsEurope supports 
appropriate regulation 
for financial markets. The 
Commission should, however, 
seriously consider the 
cumulative and collateral 
impact of existing financial 
regulation before adding 
more. 

IORP Directive

  The Institutions for 
Occupational Retirement 
Provision (IORP) Directive 
2003/41/EC is designed to 
create an internal market 
for occupational retirement 
provision. 

  This Directive lays down 
rules for the taking-up 
and pursuit of activities 

carried out by institutions 
for occupational retirement 
provision (Art. 1).

  The IORP Directive 
addresses minimum 
prudential standards and 
cross-border activities of 
IORPs. 

  A revised proposal 
for an IORP Directive, 
covering governance 
and communications, was 
published on 27 March 2014. 
It is set to be considered  
in co-decision during 2014 
and 2015. 

2.  EU needs to promote funded pensions, particularly in the 
CEE Member States

Ensuring that more and 
more Europeans can benefit 
from an adequate income in 
retirement

There have been significant 
changes in supplementary pension 
policy in the last few years in 
many Member States, notably 
in Central and Eastern Europe 
(CEE). These Member States 
established mandatory funded 
pensions prior to EU enlargement, 
but there are some very worrying 
recent developments. The 
nationalisation of pension funds 
and other damaging initiatives run 
counter to the long-term policy 
on adequate, safe and sustainable 
pensions adopted by the EU 
and the Member States. Taking 
money out of pension funds and 
using it for other purposes will 
only undermine citizens’ trust in 
pensions and cause them to reduce 
their contributions where possible. 

Governments have justified these 
reforms on the grounds that they 
need to strengthen their public 
finances. PensionsEurope’s view 
is that these countries face severe 
demographic challenges and need 
to build up funded pensions now. 
It would take decades to rebuild 
a multi-pillar system. Moreover, 
pension funds invest in the real 
economy and create a stable 
capital market. 

Stability and trust are important in 
all Member States, because they 
influence the level of resources 
committed to a workplace pension. 
Employers need a stable legal 
background to set up and pay 
for a workplace pension. In turn, 
employees trust their employers 
and social partners to take 
decisions on their retirement 
provision. Therefore employers 
and the social partners should 
be encouraged to offer good 
workplace pensions which deliver 
a reliable income in retirement. 

How to achieve this goal?

•  We call upon the European 
Commission and the Parliament 
to support the existing 
multi-pillar schemes while 
leaving room for manoeuvre to 
implement reforms to improve 
existing pension funds.

•  We urge the European 
Commission to focus on 
helping Member States to 
reduce deficits and debts 
without impinging on funded 
pension savings while doing so.

•  We urge the EU Commission 
to encourage Member States 
to establish and foster an 
attractive tax framework for 
workplace pensions, such as an 
EET system.

•  We call upon the European 
Commission to use flexible 
criteria for taking into account 
structural pension reforms in the 
Excessive Deficit Procedure.  

•  Current systems should be 
improved and the European 
Commission should support 
those Member States who 
want to revise their system by 
providing best practices 
and guidance in workplace 
pensions.
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PensionsEurope

Koningsstraat 97 Rue Royale bus/bte 21 B-1000 Brussel – Bruxelles

T: +32 2 289 14 14    E: info@pensionseurope.eu    W: www.pensionseurope.eu

About PensionsEurope
PensionsEurope represents national associations of pension funds and similar 
institutions for workplace pensions. Some members also offer individual 
access to the pension schemes they operate.

PensionsEurope has member associations in 20 EU Member States and other European 
countries with significant – in size and relevance – workplace pension systems.

PensionsEurope has established a Central & Eastern European Countries Forum (CEEC 
Forum) to discuss issues common to pension systems in that region.

PensionsEurope member organisations cover the workplace pensions of about 80 million 
European citizens. Through its Member Associations PensionsEurope represents approximately 
€3.5 trillion of assets managed for future pension payments.

PensionsEurope Members are large institutional investors representing the buy-side on the 
financial markets.

There are approximately 140,000 IORPs and other pension funds in the EU. PensionsEurope 
represents almost all of them.

What PensionsEurope stands for:

  A regulatory environment encouraging workplace pension membership

  Ensure that more and more Europeans can benefit from an adequate income in retirement

  Policies which will enable sufficient contributions and good returns


