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Across Europe, economic engines are faltering. Sluggish productivity, ageing workforces,
and mounting resistance to reform have placed the continent on an uncertain path, with
major institutions warning that long-term growth may no longer be a realistic goal. As
forecasts dim and structural issues deepen, Europe faces hard choices and little political

will to address them.

In its most recent outlook, the International Monetary Fund (IMF) downgraded its forecasts

for much of Europe, including the United Kingdom, signalling persistent stagnation ahead.
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The IMF, a global organisation that monitors financial stability, cited declining productivity
and labour shortages as key factors. Meanwhile, the World Bank added its voice to the
concern, calling this decade the weakest for global growth since the 1960s. Its chief
economist bluntly warned that outside of Asia, “the developing world is becoming a

development-free zone.”

The United Kingdom’s economic contraction of 0.3% in April 2025 served as a stark wake-
up call, particularly coming just after Chancellor Rachel Reeves unveiled her spending plans.
Reeves, representing the current Labour government, emphasised “growth” repeatedly in
her address, yet the actual figures painted a very different picture. Despite promises of new

funds and initiatives, the economic realities seem largely untouched by political rhetoric.

Long-term projections look equally troubling. A European forecast released in late 2024
predicted annual growth of just 0.9% through 2040, down from 1.3% before the COVID-19
pandemic. These estimates came before the renewed trade tensions sparked by Donald
Trump’s return to the political stage. His aggressive tariff policies have put further strain on

transatlantic trade, compounding Europe’s challenges.

Former European Central Bank President Mario Draghi, in a 2024 report, described Europe
as “deeply uncompetitive,” plagued by poor productivity, overregulation, and a lag in
adopting new technologies such as artificial intelligence (Al). Without serious policy

overhauls and investment, Draghi warned, Europe faces a “slow agony” of economic decline.

Demographics are another major issue. Many European countries are experiencing rapidly
ageing populations and shrinking labour forces. With birth rates falling and immigration
policies tightening, the labour pool is contracting. Historically, growth relied on a growing,

productive population. Today, that equation no longer holds.

The political response across the continent has largely consisted of recycled promises and
finger-pointing. Voters, disillusioned by stagnant living standards, are increasingly ousting
governments that fail to deliver. Meanwhile, leaders across the political spectrum continue
to chase elusive “new engines of growth,” often pinning their hopes on Al or green transition

ideas long on aspiration but short on results.

For Europe, the uncomfortable truth may be setting in: the model that sustained prosperity
for decades no longer works. Without bold action, honest leadership, and structural reform,

the continent risks slipping into a future where growth is the exception, not the norm.
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