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PREFACE

The Population Division of the Department of Economic and Social Af
fairs of the United Nations Secretariat is responsible for providing the interna
tional community with up-to-date and scientifically objective information on
population and development. The Population Division provides guidance to
the United Nations General Assembly, the Economic and Social Council and
the Commission on Population and Development on population and develop
ment issues and undertakes regular studies on population levels and trends,
population estimates and projections, population policies and population and
development interrelationships.

The Population Division organized the United Nations Expert Group
Meeting on Policy Responses to Population Ageing and Population Decline at
United Nations Headquarters in New York from 16 to 18 October 2000. The
purpose ofthe Meeting was to investigate the consequences ofexpected popu
lation decline and population ageing as well as the policy responses to cope
with such demographic changes. The Meeting brought together national ex
perts from eight countries, namely, France, Germany, Italy, Japan, the Republic
of Korea, the Russian Federation, the United Kingdom of Great Britain and
Northern Ireland and the United States ofAmerica, as well as the two regions
of Europe and the European Union. The Meeting improved the knowledge
base and identified priorities for future research in order to enhance informed
policy development and programme planning.

Thanks are due to the experts and other participants who prepared invited
papers and contributed to discussions, and also to Ms. Gallya Lahav who as
sisted in preparing the report.

The papers for this Meeting as well as other population information may
be accessed on the Population Division's World Wide Web site at http://www.
un.org/esa/population/popdecline.htm. To discuss the present publication, or
population issues in general, please contact Mr. Joseph Chamie, Director, Pop
ulation Division, United Nations, New York 10017, USA, at telephone (212)
963-3179 or fax (212) 963-2147, or e-mail to population@un.org.
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Explanatory notes

Symbolsof UnitedNationsdocumentsare composedof capital letters combinedwith figures.

Various symbolshave been used in the tables throughoutthe presentpublication,as follows:

Twodots (..) indicatethat data are not availableor are not separatelyreported.

An em dash (-) indicatesthat the populationis less than 500 persons.

A hyphen(-) indicatesthat the item is not applicable.

A minussign (-) beforea figureindicatesa decrease.

A full stop (.) is used to indicatedecimals.

Yearsgivenrefer to I July.

Use ofa hyphen(-) betweenyears, for example,1995-2000, signifiesthe full period
involved,from I July of the beginningyear to I July of the end year.

Detailsand percentagesin tables do not necessarilyadd to totalsbecauseof rounding.

Countriesand areas are groupedgeographically into six major areas:Africa,Asia, Europe, Latin
Americaand the Caribbean,NorthernAmericaandOceania.Thosemajorareasare furtherdivided
geographically into 21 regions. In addition,the regions are classifiedas belonging, for statistical
convenience, to eitherof two generalgroups:moredevelopedand lessdevelopedregions.The less
developedregions include all regions of Africa,Asia (excludingJapan), Latin America and the
Caribbean,Melanesia,Micronesiaand Polynesia. The more developedregionscompriseNorthern
America,Japan, EuropeandAustralia/New Zealand
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REPORT OF THE UNITED NATIONS
EXPERT GROUP MEETING ON

POLICY RESPONSES TO POPULATION AGEING
AND POPULATION DECLINE
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Population Bulletin ofthe UnitedNations, Nos. 44/45-2002

REPORT OF THE EXPERT GROUP MEETING

I. OPENING

The Population Division of the Department of Economic and Social Af
fairs of the United Nations Secretariat, with financial support from the United
States National Institute on Ageing, organized a meeting of experts from 16 to
18 October 2000 to discuss policy responses related to population ageing and
decline. The meeting was inspired by an earlier report entitled "Replacement
Migration: Is It a Solution to Declining and Ageing Populations?", issued by
the Population Division in March 2000. The report was issued as a United Na
tions publication in 2001 (United Nations, 2001). Projecting a trend towards
"smaller and older" populations in a growing number of countries, the report
identified migration as one possible partial solution. In the context of grow
ing public resistance to migrants in the developed countries, the conclusions
generated a flurry ofnews activity. The proposals raised critical questions con
cerning contemporary demographic trends, and prompted an intensive debate
among scholars and policy makers. In response, the United Nations invited
experts from countries experiencing rapid population ageing and facing popu
lation decline to survey the implications ofthese changes.

In a number of advanced industrialized countries, the fertility rates have
remained below replacement level (in other words, women are having fewer
than two children). Given current levels of immigration, this rate could lead
to a 25 per cent decline in the populations of countries such as Italy and Spain
by the year 2050. This trend towards smaller populations is accompanied by
population ageing. For example, while 18 per cent of Italy's population is
now above age 65, it is estimated that approximately 35 per cent would be in
that age bracket by 2050. Smaller and older populations have diverse societal
implications, since they affect the size and composition of the labour force,
including the reduction in the ratio ofpersons ofworking age to the elderly, pen
sions, social security systems and care services. A serious policy re-evaluation
of established economic, social and political policies and programmes is war
ranted to respond to the substantial consequences at stake. These trends also
bring into question current restrictive immigration policies.

The three-day meeting was opened by Mr.Joseph Chamie, Director of the
Population Division. He emphasized that the two most important objectives of
the gathering were: (a) to consider the demographic prospects for the countries
and regions affected by ageing trends during the next half-century; and (b) to
identify the consequences ofageing and population decline. Within the context
ofthese expected changes, it would be essential to assess various related issues
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and policy options. These included topics such as migration and fertility, the
modification ofretirement age and pension systems. Concerned mostly with is
sues ofpopulation decline from the perspective ofthe labour force, the meeting
focused on eight countries, namely, France, Germany, Italy, Japan, the Repub
lic ofKorea, the Russian Federation, the United Kingdom ofGreat Britain and
Northern Ireland and the United States ofAmerica. Among the invited guests
were members of the Permanent Missions to the United Nations, representa
tives of non-governmental organizations and members of the press.

The present report, prepared by the Rapporteur, Ms. Gallya Lahav, in
cludes a summary of the main points that emerged in the general discussions
and conclusions of the meeting. It not only contains the comments, questions
and responses, but also captures some of the major themes of the papers.

II. PANELDISCUSSION

This panel discussion was designed to create a framework for discussion,
by identifying the critical issues and policy responses related to changing demo
graphics. The panellists included Mr. Makoto Atoh, Director-General, Na
tional Institute ofPopulation and Social Security Research, Japan; Ms. Charlotte
Hohn, Director and Professor,Federal Institute for Population Research, Germany;
and Mr.Paul Demeny, Distinguished Scholar, Population Council, United States.
Ms. Isabel Piquer, a correspondent ofEl Pais,was the moderator.

Mr. Atoh began the panel discussion with a summary of the main find
ings on fertility decline in Japan described in his paper. He reported that the
total fertility rate (TFR) in Japan has been declining since the mid-1970s ow
ing, first, to an increase in the proportion of single women and, second, since
the 1990s, to a decline in marital fertility. Among possible explanations are:
(a) women's status (that is to say, women's labour-force participation has in
creased while family roles have remained traditional); and (b) "parasite/aristo
cratic singles", applicable to all developed countries. What is specific to Japan
is the postponement of marriage, which is not compensated by an increase in
cohabitation.

Assessing policy responses, Mr. Atoh reported that the Japanese Govern
ment has taken direct and indirect measures to address fertility decline. Since
the aged dependency ratio (ADR) has doubled in 25 years, and will increase to
60 per cent in 2050, it is necessary to adopt policy responses to cope with the
demographic change. In this vein, the public pension scheme is being restruc
tured, and policies to ensure long-term care for the elderly are being devel
oped. Labour-force policies for different population segments are also being
adopted. The Government is targeting the elderly by encouraging companies to
increase the retirement age from 60 to 65. It is also trying to incorporate wom
en by introducing a one-year parental leave with compensation and improved
childcare. Foreign workers are also a consideration. While the foreign popula
tion constitutes only 1.4 per cent ofthe total population, the Government is still
cautious with respect to softening migration policies. Replacement migration
seems to be an economically unviable and politically unacceptable option.
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The second panellist, Ms. Hohn, reported that population ageing also
has been high in the Germany political agenda since the mid-l970s. Although
the German media have shown considerable interest in the report entitled Re
placement Migration, it is clear that migration cannot solve the problem of
ageing. Economic forces need to be figured into the demographic equation.
In Germany, for instance, unemployment is very high among the young, and
immigration needs to be restricted to certain professions. Structural unemploy
ment is the main issue, and migration will be limited to economic areas where
foreign labour is needed. Labour-force policy may be an effective response to
ageing. Once unemployment is reduced (in 10 to 30 years), depending on de
mand, global economic forces, and changes in productivity, the German Gov
ernment could promote women's participation in the labour force and increase
the age at retirement, an unpopular measure. According to Ms. Hohn, Germany
is still not ready to consider itself an "immigration country". There are severe
problems that are politically sensitive and therefore lack policy appeal to deci
sion makers. Older people, for example, have significant electoral weight and
can oppose changes directed against them.

The third panellist, Mr. Demeny, noted that although there are more im
mediate population concerns, it is important to look at these issues as long
term problems, whereby population decline and ageing may be by-products.
He identified some responses to ageing, such as modifications of pension
systems, open doors to immigration, and support for fertility increases. Mr.
Demeny identified both short- and long-term goals of increasing birth rates.
He proposed a more radical but less expensive approach than current family
support programmes in many European countries: rearing children as a career.
Because standard pronatalist policies usually fail, Mr. Demeny favoured a bi
furcated regime: in such a system, 70 per cent of women would have the de
sired number of children (assumed to be 1.2) and 30 per cent of women would
have the number of children required to reach replacement at the national level
(4). At present, having children is an unpaid job. Governments need to develop
competitive material compensations. To participate, "rearers" should meet cer
tain criteria (that is to say, they should be young and married, should share the
same ethnic distribution as the total population etc.). Societies not willing to
accept population decline should consider this option.

Ms. Piquer, the moderator of the forum session, questioned how these
issues could be presented in a convincing manner so as to appeal to public
opinion. Clearly, public awareness of these problems needs to be taken into
account. Mr. Atoh and Ms. Hohn reinforced the sentiment that pronatalist
measures were difficult to address publicly owing to national histories. Also,
the thinking of policy makers may be compared to prisms that refract light
within short-term contexts; they are reluctant to impose unpopular measures,
particularly when they will not harvest the results. Furthermore, Governments
conceive choices of fertility to be an individual matter, and having the number
of children desired to be a human right. Thus, they do not wish to interfere.
Nonetheless, in countries such as Singapore and Hungary these issues have
been widely debated, and even in countries such as Germany, Governments
have begun to deliberate on adopting family measures as a means to deal with
the shortage of skilled workers.
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In the discussion it was mentioned that, according to Eurobarometer
public opinion polls, in almost all European countries, the individual's first
choice is to have two children; the second choice is for three children; and the
third choice varies from zero to four. The question is: Do Governments take
these preferences into consideration? According to Mr. Antonio Golini, while
Demeny's provocative solution may not be entirely unrealistic in the South,
where women are the only labour-force reserve, low fertility must be framed
as a cultural and behavioural issue in terms of the "mystique of leisure" and a
decreasing sense of social responsibility. One participant was optimistic that
an end to fertility postponement among young people had begun in Western
Europe.

A key question centres on whether an approach other than a laissez-faire
one can be realistic at the global level. Women's participation in the labour
force could be increased to respond to ageing. Men may take rearing respon
sibilities over in the future. Mr. Demeny agreed that male involvement was
necessary to his proposal; after all, rearers are couples. In his scheme, fertil
ity preferences are inconsequential, because possibilities are what matters. It
was pointed out however, that economic incentives to have children would be
very expensive, especially in terms of replacing opportunity costs of working
mothers to stay home. In any case, the impact of fertility changes would take
30 years to be realized. It would be best to persuade people to have children
earlier.

III. REVIEW OF DEMOGRAPHIC TRENDS AND PROSPECTS

In her introduction, Ms. Rania Zlotnik, Chiefof the Population Estimates
and Projections Section of the Population Division, provided an overview of
demographic trends and implications. Participants discussed the results pre
sented by the Population Division and compared them with their national es
timates.

Ms. Zlotnik addressed future changes in population ageing. In her as
sessment, despite the fact that the population pyramids for the less developed
regions are projected to change even more quickly, the current issues ofageing
relate mostly to the more developed regions. Underlying causes include the
change in fertility patterns in the most developed regions, which was not an
ticipated by most demographers. Many countries in these regions are projected
to experience population decline. More specifically, 58 countries are expected
to undergo a population decline by 2050, an increase from the 21 countries that
are currently witnessing this decline. This development marks the first popula
tion diminution during times ofeconomic prosperity.

The median age of the population has notably changed. Lower fertility
and mortality rates increase the median age of the population in the more de
veloped regions from 38 years in 2000 to 46 years in 2050. In the less devel
oped regions, this age is projected to increase from 24 years in 2000 to 37
years in 2050. These calculations are based on the assumption that the TFR in
more developed countries will stabilize at about 1.7 to 1.9. If the TFR declined
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to 1.5, the median age in 2050 would be 53 years. By 2050, the working-age
population will have declined in absolute terms in developed regions. In the
developing regions, the levels of ageing will not be as extreme as in the devel
oped regions. Thus, the more developed regions will lose populations, while
the less developed regions are expected to increase their population bases. The
question, therefore, is how much potential there is for movement from the
less developed to the more developed regions. In the 1990s, migration from
the developing regions accounted for nearly half the growth in the developed
regions. In fact, in the period 1995-2000, 61 per cent of the total growth in
developed regions stemmed from migration.

Comments/questions. The experts reacted to the Population Division's
projections by raising methodological issues. Some participants considered
the projection time-span of 50 years to be too long. For example, no one an
ticipated the start or end ofthe baby boom; forecasting migration for five years
alone would be a difficult task. Differences between low migration assump
tions of the United Nations and those posited by the European Union (EU)
were noted. For example, according to United Nations projections, migration
figures were estimated to be roughly 200,000 between 2020 and 2025. In com
parison, the Statistical Office of the European Communities (Eurostat) figures
suggested a minimum figure of 660,000 per year. Discussants questioned the
modest assumptions of the United Nations, especially as they do not follow
observed trends.

One participant suggested that, in order to forecast for the more devel
oped countries and recommend policies, it is necessary to assume a global
perspective, rather than a narrow one. A macro view would uncover overpopu
lation problems and lack of resources in some areas. In fact, the population at
the world level is still increasing fast, and stabilization, decline and low fertil
ity are actually necessary for the survival of the planet. This situation may be
detrimental for the more developed countries, but beneficial for the world at
large.

The magnitude of the economic and demographic effects is unclear. Sev
eral participants argued that the big unknowns for social security systems are
economic, not demographic. One of the key issues is labour productivity. If it
increased at a rate of 4-5 per cent per year, as at present, migration would not
be needed. Clearly, the solution is contingent upon the speed of technological
innovation. It was noted that Europe receives many different types of migrant
flows, including family reunification, refugees, illegal migration and skilled la
bour migration. The choice of the type ofmigrants the economy would "need"
is an elusive one. If fertility increased in the next 20 years, the labour effects
would not be felt until 2040. Furthermore, the opportunity costs ofhaving chil
dren, for example, depend on trends in real incomes. The costs increase when
real income increases. In this case, fertility will further decline. Participants
who embraced this view argued that demography alone was not sufficient, and
urged for the inclusion of economic and social theories in projection analysis.

Others argued that population momentum is not an unknown. For exam
ple, even if fertility is not forecast correctly, it would not change the outcome
of projections much, because the current age structure is the main factor. It
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was suggestedthat demographers tend to be conservative in their assumptions,
and are thus often blamed by economists for faulty projections. However, it
wouldbe erroneousto considerthat fertilitydifferences could be explainedby
economic theories. Fertility, for example, was lower in countries with lower
opportunitycosts.Economicsdoes not explainwhy the TFR was lowerin Italy
and Spainthan in the UnitedKingdom. Oneparticipantcautionedagainstover
simplifying the relationship betweenopportunitycostsof childbearingand real
income.There are quality issues involved. Childrenmay become more costly
or spending preferences may change. They are tantamount to luxury goods
and, as such, demandfor them may increase,as does income.

Ms. Zlotnik agreed that the United Nations has been conservativein mi
gration assumptions, but indicated that changes had been made in the 1998
revision, and migration assumptions will be extended in the 2000 revision.
There was consensus that the economicand political nature of the migration
phenomenon often impeded projections. United Nations demographers were
also conservative in projecting mortality decline, because forecasting radical
changesor technological innovationand its effects is difficult. Althoughthese
flaws are inevitable, the worthiness of population projections, and especially
of the use of three variants, is inescapable. Conservatismmay lead to biases,
but its consequences may have less impact than other approaches. In any case,
the Expert Group Meeting was intended to be used as feedback on the work
conductedby the PopulationDivision.

The value of extending projections to populations over age 80 or 100
was discussed. Unfortunately, to date, new and sound data with which to test
models are non-existent. One participant argued that while there was much
talk about the top of the pyramid, the changes were at the base. It is essential
to consider the total support ratio, includingyoung plus old, rather than only
the old. Together, both do not changeso much, so why adopt such an exagger
ated view? Another participant retorted that changes in the base or top were
not comparable, since they had differenteconomiceffects.For example, these
changes may not have an effect on the number of consumers,but they do af
fect the number of producers. An increase in the number of aged (consumers)
has consequences for savings: it requiresmore societal savings for future con
sumption. This raisesquestionsof how and where to save.These are important
issues,given reduced investments andpossible recessions.

The impact of population decline is contentious. Some participants be
lieve the demographic community might be underestimating the impact of
populationdecline on competitive advantages. Populationdecline has serious
repercussions for the entire business community. Others recalled that demog
raphershad talked aboutpopulationdecline in the 1930sand 1940s.Concerns
did not materialize, and the discipline stepped back. It appears that we have
been raised in a culturewherepopulationgrowth is the norm;but this does not
have to be so. Our era of population growth may be exceptional. Population
stabilization or even declinemay be the norm.
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IV. CONSEQUENCESAND PROBLEMS

The major question informing this session was to what extent Govern
ments should be concerned about population ageing and population decline.
Deliberations focused on broad socio-economic consequences.

Mr. Jean-Claude Chesnais, Directeur de Recherche at the Institut National
d'Etudes Demographiques, France, summarized the findings ofhis paper on
policy responses to the inversion of the age pyramid and future population de
cline. There are various types and levels of below-replacement fertility. These
patterns range from the most modest cases, which demand slight revisions
in population policy, to the more extreme cases with rapid ageing processes,
which threaten the structural base and compromise the future of societies at
large. In each case, the consequences vary in terms of demographic and non
demographic repercussions.

In terms of demographic factors, we should consider reproductive po
tential; that is to say, the number of women in reproductive ages (20-35, in
practice) is declining. In addition, with the age structure becoming older, the
number of births is declining while the number of deaths is increasing. This
creates a natural deficit. The elderly population will nearly double but, at the
same time, the base of the pyramid becomes smaller. This creates an inversion
of the age pyramid, beyond simple ageing. These phenomena impact on the
median age. Clearly, small differences in fertility have large consequences in
the long term.

The second set of factors involves the non-demographic consequences of
population ageing and decline. There is a fiscal debate about retirement pen
sions and social security systems. Questions include whether to decrease ben
efits, increase contributions, or increase retirement age. In many countries, the
social security systems are substantial and constitute a significant proportion of
the gross domestic product (GDP). The need for a labour force to take care of
old people may require immigration. There is a lack ofconsensus on responses
to the decline of the labour force. According to some experts, it is necessary
to increase participation rates and employment. To others, the answer is to in
crease productivity. The important question is to what extent current productiv
ity increases are sustainable in the long term. Productivity increases cannot be
expected to solve ageing problems. New techniques usually come with young
people. Ageing threatens to slow down the pace of modernization. There are
obvious political and cultural consequences of ageing (namely, conservatism).

With regard to global policy responses to these trends, Mr. Chesnais
identified the variations that continue to distinguish countries. Some countries
have experienced TFR below replacement for a long time (approximately 20-25
years). In others, the decline has been more recent. In addition, the TFR is
close to replacement in some cases, and much lower in others. In all cases,
Chesnais claimed that migration is only a partial solution to the reversal of the
age pyramid. Immigration has always been a political or economic tool, not a
demographic one.

Comments/questions. The discussion covered a wide range of topics rang
ing from the nature of the ageing problem to the extent to which migration
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could be a solution to it. Some participants felt that insufficient attention had
been paid to the question whether ageing was due to changes in fertility or
in mortality. The economic and social effects of fertility decline and those of
mortality improvements are very different. It was also argued that productivity
increases could not be a permanent solution to ageing, particularly ifpensions
were indexed on the basis of wages, as has usually been the case. The need
to consider different time-horizons was also raised. In the middle term (5-10
years), population decline does not necessarily cause a decline in the labour
supply. It is only in the very long term that demographic factors matter.

Regarding solutions, it was mentioned that increases in labour-force par
ticipation can have only short-term effects, and thus cannot be a long-term
solution. The Population Division presented a note on the impact of economic
activity rates on potential support ratios. The main conclusion of the note was
that possible future increases in economic activity rates in ages 25-64 cannot,
on their own, offer a solution to the decline ofpotential support ratios. In order
to keep support ratios at levels close to current ones without turning to migra
tion, consideration will have to be given to increasing labour-force participa
tion beyond age 65.

The costs of immigration and long-term growth are substantial. It was felt
by some that migration does not necessarily meet labour-market needs (espe
cially those that stem from asylum or family reunification) or solve pension
problems, since migrants will eventually become receivers as well. The differ
ent views of the business sector, which defends the need for more immigrants,
and the academic sector were mentioned. Some noted that while increasing
migration provides the business sector with more choice, this fact does not
define it as a positive or a negative factor at large. Regional and sectoral issues
need to be considered, because unemployment and labour shortages are not
mutually exclusive, and can occur simultaneously. More importantly, to what
extent is it really ethical or possible to select migrants?

The nature of the pension/ageing crisis is controversial. There was some
debate whether the crisis was political (in other words, one of resource redis
tribution) or inherently economic, in terms of total output. Those who viewed
the crisis as political argued that productivity did not resolve problems of how
to share the societal pie. Increases in productivity are not a solution, if they do
not benefit or represent the different groups: resource distribution is a political
decision, and it is important to consider additional public burdens on future
generations. Those who thought that the issue was economic noted that age
ing, through the reduction in the number of young people, was a major cause
of economic recession.

In an effort to frame the discussion, Mr. Chamie posed five questions
regarding population projections: 1. Are population estimates and projections
reasonable, and if not, why? 2. Should the Governments be concerned about
ageing and population decline? 3. Are there serious consequences of popula
tion ageing and decline to address at present? 4. Should issues of retirement,
pensions and health care be currently addressed, or are they not relevant now?
5. What are the three most important policy actions that Governments are ad
vised to embrace?
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A general discussion ensued around a number of questions, ranging from
the limitations of population estimates to the practical relevance to current
policy makers of issues such as retirement, pensions, health care and other con
sequences of population ageing or decline. Some concerns were raised about
the impact of divergent migration assumptions among the United Nations, the
United States and other Organisation for Economic Co-operation and Devel
opment (OECD) member countries. Given that United Nations projections
are more conservative than those of the United States Census Bureau, which
expects ageing to occur at a more rapid pace, we may anticipate different out
comes.

There was some enquiry about political pressures to project mortality
changes or other demographic estimates. One participant suggested that of
ficials may be motivated by their complicity with life insurance companies,
which have stakes in underestimating life expectancy improvements. Despite
disagreement about the influence of political forces, there was consensus that
life expectancy underestimates reflected the conservative nature of such pro
jections. Difficulties in the political domain are relevant only insofar as politi
cal decisions are unilinear or rarely reversed; that is to say, policies regarding
retirement, for instance, are marked by gains that are rarely withdrawn.

Issues of terminology were also raised. It is important to distinguish
between fertility postponement and fertility decline. For example, although
there has been a TFR decline since the 1990s in Eastern Europe, the picture is
more complex. Some countries experienced a decline in quantum, while others,
namely, those in Central Europe, witnessed postponements (Slovenia and the
Czech Republic). Also, since there is an increase in age at marriage, the TFR
may be only temporarily depressed, as the youngest generations are still post
poning fertility.

Regarding migration, data for some European countries reveal that life
expectancy and mortality differ among immigrant groups and native popula
tions. This is due to selection bias effects, namely, the selection of immigrants
by health status or the fact that sick people tend not to migrate. It should be
noted, however, that the selection bias is relevant for labour immigration only,
not other types of immigration. In any case, comparative migrant and native
projections need to be treated with some caution. Statistics for foreigners leav
ing the country tend to be underestimated, and are not always reliable. The
nature of illegal migration inherently impedes data analysis. Many foreigners
return home when they become ill, and they prefer to die in their countries of
origin. These factors combined explain the apparent lower reported mortality
offoreigners. They also point to the value ofusing census instruments to verify
the accuracy ofthese trends. It was reported, for example, that a study based on
the census in Belgium had revealed that the mortality ofTurkish and Moroccan
foreigners was similar to that of Belgian citizens, after corrections were made
for the undercounted emigrants. Leaving statistical limitations aside, studies
deal with past migration processes. In other words, in order to migrate, one
needed medical clearance. Thus, health is one of those dimensions that charac
terized past migration processes.

II



V. POLICY OPTIONS

The session on policy options was divided into two sections, and was
introduced by Mr. Anatoly Zoubanov, of the Population Division of the United
Nations Secretariat. The first part of the discussions focused on policies re
lating to determinants of demographic changes, including fertility, health and
mortality, and international migration. The second half addressed policies re
lating to consequences of demographic changes.

The Population Division has monitored population policies since the
adoption of the World Population Plan ofAction (United Nations, 1975, chap. I)
in 1974. Data derive from official inquiries sent to Governments on population
and development, national reports and other official statements by government
agencies. Mr. Zoubanov reported some of the key findings on government
views and policies related to population ageing and decline.

There are several noteworthy trends in the period spanning 1974 to 1999.
An increasing number of Governments consider their population growth rate
to be too low. In 1998-1999, 66 countries were concerned with this issue. Age
ing has also become a major concern. Although awareness of the problem is
growing, action is not yet in place. In fact, there appears to be an inverse re
lation subsisting between the magnitude of the problem and political action
(that is to say, regarding pension systems, age of retirement). Policy responses
to other issues, such as unemployment, have sometimes created detrimental
effects for the ageing problem. In terms of fertility, the number of children
desired in developed countries is frequently higher than the actual number.
Nonetheless, in some countries, some measures may negatively affect fertility.
Governments need to think more seriously about how to help couples achieve
a desired family size.

Unemployment is particularly high among the youth, and the young fre
quently postpone marriage and childbearing. Are there measures in place to
support the young? Are there any surveys on the desired number of children?
Certain conditions are required in order to have children. Are Governments
ensuring or facilitating any of them?

According to the enquiries, measures to respond to ageing include raising
the age at retirement, encouraging higher labour participation and enabling
participation of retirees. Fertility incentives involve fiscal measures and child
care facilities. Governments have also developed various measures to manage
migration flows and stocks. In all cases, practices vary. There cannot be one
single solution, but rather a set of measures in place, which are defined ac
cording to the social, economic and cultural characteristics ofthe country. It is
important to find a common denominator for effective strategies, but policies
need to be adapted to each case.

A. Policies related to determinants ofdemographic changes

This session aimed to gauge Governments' views and policies on causal
factors of demographic changes, including fertility, international migration,
health and mortality. It surveyed whether Governments had adopted pro-
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grammes and legislative measures to cope with population ageing and popula
tion decline. Participants discussed recent changes in Governments' views as
well as other related policy and legislative developments. The actual and po
tential impact of these measures was considered in terms of effectiveness and
efficiency, as well as the possibility and feasibility ofalternative initiatives.

1. Fertility

In presenting his paper on the Italian case, Mr. Antonio Golini, Professor,
University of Rome, provided a schema of determinants and consequences of
the ageing process. He urged the experts to talk about the absolute number of
births, rather than fertility, when discussing ageing. Although fertility is the
main factor, it is births, not fertility per se, that determine the ageing process.
One expert objected. Maintaining that stable population theories are based on
fertility, not on the number of births, he suggested that in order to understand
trends in birth figures, one needed to analyse fertility.

Mr. Golini stated that an important question was whether the recovery of
fertility was essential and whether policies were a necessity. In order to evalu
ate desirability and/or sustainability of fertility levels in the medium and long
terms, several parameters should be considered. First, regarding population
size and decline, defining optimum population size is difficult. However, there
may be a minimum desirable population size. Social and economic structures
require a certain number ofpeople. Second, speed ofchange oftotal population
and of specific groups affects the capacity of society to adapt. Certain speeds
of change appear too high, particularly if certain age groups are increasing at
considerably higher rates. The third factor is age distribution, particularly the
ageing of working-age populations. The aged populations in older countries
will have to compete with young populations in other countries. Factors that
should be considered from both a national and an international perspective in
clude: ratio ofpast-working-age population to working-age population; family
structure, in particular ratio of older people to children; ratio of the young old
to the old old (80+); and ratio ofyounger to older working-age population. The
ratio of deaths to births is also a critical factor in the policy equation. In some
populations, the ratio is moving towards 4 deaths per 1 birth.

Taking these parameters into consideration, Mr. Golini questioned the se
verity of the demographic situation. Evaluating the urgency of fertility policy,
he referred to Mr. Chesnais's classification of fertility levels by length of pro
jections. In cases where fertility was almost at replacement level (1.8 to 2.1)
for more. than 15 years (long time-span), and ageing occurred at a moderate
rate, small adjustments were required. A TFR of less than 1.2 can create politi
cal waves if it persists for under 5 years, but severe problems if its duration is
longer than 15 years. If countries experience very low fertility for a long time,
intense ageing and rapid population decline create a possible "point of no re
turn" situation, especially in areas with no consistent immigration. This point
ofno return means a strong reduction ofwomen in fertile ages, to a point where
even high fertility could not produce as many births as deaths, and population
decline would continue. Such a scenario may prompt rapid ageing and even
disappearances of small communities, and thus requires great financial flex-
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ibility in social policies. Fertility policy should be implemented according to
the severity of the situation.

Solutions for fertility recovery require a comprehensive assessment ofthe
problem. Removal of all disincentives to childbearing, and the implementa
tion of incentives to have children were recommended. These policies should
respect the rights of couples to have the number of children they want. Im
provement of cultural, social and economic environments for having children
is also warranted. Cultural values that penalize large families and individual
ism should be modified. Attitudes and behaviour of men in couples and ex
pectations of women's roles need to be modified in view of the necessity of
reconciling the desired versus the actual number of children and the social
need to encourage a certain number ofbirths. Incentives may be indirect, such
as through services, or direct in nature, by being oriented towards economic
or fiscal rewards. They may be universal or targeted. Iftargeted, we may con
sider Demeny's proposal of paid professional child-rearers. Eventual recovery
should be gradual, continuity in social policies should be secured, and conver
gence in subnational differences should be assured.

Whether or not it matters if a community becomes extinct was con
sidered debatable. Some observers perceived the disappearance of certain
groups to be beneficial. Others, however, noted that societies reacted to
threats to their survival, so that measures would inevitably be needed. The
central problem with respect to the disappearance of communities relates to
its unplanned nature.

In the discussion, a participant asked whether changes in family forms
and practices over the last 30 years helped to explain fertility dynamics. For
example, marriage prevalence has decreased, while divorce has increased with
fertility decline. Can these trends explain fertility decreases? Although these
phenomena are worthy of examination, the trends may not necessarily be related.
After all, marriage has decreased throughout Western European countries with
very different fertility levels.

The relationship between marriage and children has changed, that is to
say, marriage no longer plays a "regulating" role in determining the choice of
number of children. Married women do not have children immediately after
marrying. Fifty years ago, a non-wed pregnant woman married before giving
birth in order to legitimize her child within the marriage. Today, this is not
the case in many countries of Europe, although in some countries women
still marry when pregnant. Two different images of family prevail in Europe.
In countries where the legal status of the child requires a marriage, fertility
is very low. In contrast, in countries where there is no discrimination against
children born out of wedlock, fertility is higher, or only slightly below re
placement. Hence, the legal status of children is an important variable with
consequences for fertility. To advise policy makers, one has to clearly under
stand these dynamics.

The participants discussed the question who takes care of the home in a
situation where, when both women and men work, two adults have the respon
sibilities of three jobs (including an unpaid one) to fulfil. Mr. Demeny's early
proposal of paid professional mothers may resolve this dilemma; but it begs
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the question: Who would raise the children, the couple or someone else? There
is a need to revamp social rules, in order to fulfil society's requirements in re
spect ofnumber ofchildren. Aslong asthecosts ofraising children areprivate
ones, parents will not have enough children, because it threatens to lower their
living standards. We need to consider public pay for raising children if we
want to increase the supply. Mr. Chamie hypothesized that, if the State paid for
children, then the West would observe strong migration flows.

There are other options that individuals may prefer which may not im
ply radical choices. For example, part-time career jobs were suggested. The
possibility of developing a full career with part-time work may get us away
from thinking in binomial terms. For example, we need a structure that allows
people to retire gradually, not abruptly, so as to be partly retired and partly ac
tive. These options are mostly neglected, but they merit consideration, because
some individuals may prefer to work 60 per cent of the time for 60 per cent of
their salary. In the United Kingdom, for example, part-time work is increas
ingly discussed, and women are taking such jobs. Some observers contend,
however, that it is detrimental to their career progress. In cases of gradual re
tirement, there are still imbalances in earnings.

The critical question is which policies would work. Should the costs of
caring for old people and those related to increasing fertility be evaluated on
an equal footing? Beyond the economic arena, how can we conceptualize meas
ures that influence "culture"? Are there leaders in a young culture to promote
behaviours? There was some sentiment expressed that discourse on economic
incentives and disincentives overshadowed cultural considerations. In order
to reduce disincentives, one needs to understand how the desired size relates
to reality. Demographers are not traditionally well informed about the mass
media and cultural leaders who have great influence on the attitudes and be
haviours of the populations. Responding to the participants, Mr. Golini noted
that the differing situations in Southern, Central and Northern Europe were not
necessarily a product of cultural variables, as cohabitation is fully accepted but
not practised in Southern Europe. Families invested a lot in their daughters,
and women sought economic and social rewards in return.

2. Health and mortality

Mr. Namhoon Cho, Korea Institute ofHealth and Social Affairs, provided
an overview of his paper on health and mortality in the Republic of Korea. A
recent study showed an increase in life expectancy over age 65 at a rate of 40
per cent for males and 60 per cent for females. In many countries, health pro
grammes are facing funding problems, because of the increase in the number
of old people, and the rise of health service costs. While most countries have
universal health insurance, they need to put more emphasis on preventive as
pects. Health prevention programmes and cost-saving home care need to be
developed. Health services for the elderly should also be integrated within welfare
programmes. Long-term care policy needs to be sensitive to home and community
based interests. Although Western countries were successful in reducing mortal
ity, in countries such as the United Kingdom, trends in health have not been as
successful. It appears that most ofthe extended longevity comprises years with
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chronic illness. Thus, an increase in life expectancy should not only include the
question of numbers but also figure in the years of disease.

Socio-economic analyses consider that, in the future, if longevity accom
panies longer healthy living, retired people will be willing to work. It was sug
gested that, at present, women live longer but have fewer healthy years than
men. The extension of active life through gradual retirement programmes was
favoured in lieu of early retirement schemes. The differences between legal
and actual retirement are noteworthy. Assuming 60+ for the aged dependency
ratio (ADR), we may expect that it will double from 2000 to 2050. Ifwe take
65+ as a measure, we may also expect that the ratio will double. However,
comparing the actual real age (60) with the legal age (65) in 2050 makes a dif
ference in the ADR. As long as early retirement schemes are in place, measures
to change the age at retirement cannot be effective.

Lifelong learning is important because companies do not generally invest
in training, especially small companies whose life expectancy is shorter. After
prime age, enterprises do not invest in education, and if people lose their jobs
after age 45, it is extremely difficult for them to find another job. Seniority pay
ments also make this more difficult, because they increase with age, making it
more expensive to hire older workers. Nevertheless, if these incentives were
lacking, other incentives would need to be implemented in order for senior
staff to continue to work in a productive way. Status needs to be granted to se
nior citizens who are willing to work past their normal retirement age. Another
related issue is mobility. Aged people are usually less mobile than younger
ones, and ways could be found to help them to be more mobile.

Ending discrimination towards aged workers is imperative. A representa
tive from the Division for Social Policy and Development of the Department
of Economic and Social Affairs of the United Nations Secretariat announced
that the Second World Assembly on Ageing would be held in Madrid from 8
to 12 April 2002. This conference underscores a recognition that the world
has experienced significant demographic and political changes since the first
conference held in Vienna in 1982. The United Nations is responsible for three
simultaneous tasks: to analyse what has happened since the Vienna confer
ence; to revise the International Plan of Action on Ageing (United Nations,
1982, chap. VI, sect. A); and to identify the priorities for member States in
facing the issue of ageing. They will seek policy recommendations that may
tackle ageing issues on the macrolevel by addressing lifelong and society-wide
processes.

3. Internationalmigration

Ms. Ellen Brennan-Galvin, Chief of the Population Policy Section of the
Population Division ofthe UnitedNations Secretariat, discussed the finding that
replacement migration was not a solution to ageing. Large-scale replacement
migration is socially and politically unacceptable. In any case, migration pro
cesses involve family reunification and other specific categories, where skills
cannot be selected. Current movements of high-skilled workers are temporary
and involve small numbers. There are also new phenomena such as trafficking.
More importantly, few countries have emigration control. Migration trends are
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likely to continue in the future, including illegal migration, which constitutes
part ofthe de facto labour force. Demographic differentials in the world remain
large. This means that we may expect countries to become increasingly polar
ized. International migration will not go away, but it is certainly not a solution
to the ageing problem.

The experts lauded the United Nations report entitled Replacement Mi
gration for stimulating discussions. There was a consensus among participants
that migration in its current form could not be a global solution. Although his
torically, migration has had an impact on the labour market and has contributed
to the implementation of social security or pay-as-you-go systems in Europe,
this will not be the case in the future. International migration has a limited im
pact on population dynamics unless there is a continuous flow, and the median
age of migrants is lower than that of the population. Numbers would have to
be very large for a very long time in order to be consequential. Replacement
migration numbers need to be high and considered for their cumulative effect
because migration is a process and not a number per year. At a certain stage, a
proportion of migrants, for example, acquire citizenship, and so on. The real
interest is net migration.

Some variations of migration initiatives were discussed. The utility of
creating selective or temporary labour migration programmes was considered.
In light of the fact that ageing would create a demand for caregivers or labour
in health care, it may be beneficial to revisit temporary migration schemes.
A rejoinder to this proposal was that, if implemented, trafficking would be
come rampant. Furthermore, it was pointed out that temporary schemes had
not worked in Europe. In recent history, high-fertility countries had more mi
grants. There is also the social aspect of this dynamic to consider, that is to say,
how would migrants integrate? Integration ofmigrants would be difficult in the
context of low fertility. While migration can contribute somewhat to fertility,
its impact is very limited. Temporary labour migrants tend to become perma
nent residents, so such a policy isdifficult to promote.

The suggestion that trafficking was a function ofunorganized immigration
prompted a discussion about the effective management of immigration. Some
questions were raised with regard to the linkage between lack of organized
immigration and trafficking. It was pointed out, for example, that countries
such as Canada and the United States had managed migration for a long time,
and had nonetheless experienced large-scale illegal migration and trafficking.
Although social scientists tend to agree that liberal democracies are limited
in their capacity to influence fertility, they often underestimate the State's ef
fectiveness in areas such as migration. While emigration regulations have been
relaxed in most countries, some countries-including the largest one, China
still regulate the exit of their citizens. The effects of China's opening its bor
ders could be enormous.

There was disagreement on the extent to which migration could be con
trolled. One participant noted that, although countries might try to regulate
entries, they could not control exits. Furthermore, even ifcountries could regu
late entries, there would be significant overstaying. Also, in order for this to
be effective, it would be necessary to control migration by age and gender. No
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country could devise and implement such a policy. Monitoring and fine-tuning
net immigration are neither feasible nor practical.

EU was developing a global European migration policy. Principles in
volve the right to seek asylum, fair treatment of third-country nationals, and
cooperation with countries of origin. While partnerships based on trade and
other agreements exist with most countries, there is still a need to identify
conditions that allow regulated migration in these agreements and to ensure
that sending countries will collaborate in controlling illegal migration. The
underlying principle behind such cooperation is the notion that zero migration
is not realistic. Past zero-migration policy in EU was a failure, and implicitly
encouraged trafficking. Nonetheless, stopping illegal migration and traffick
ing, conditions which fuel xenophobia, is critical. Although a zero-migration
policy is not recommended, migration should be controlled.

The nature of partnerships with sending countries was questioned. Send
ing countries are highly diverse and the nature ofthe partnerships often remains
vague. Even in clear cases, such as those ofMorocco and Tunisia, for example,
agreement excludes key sectors such as agriculture, and thus the impact of
agreements on sending economies is minimal. Further scepticism about coop
eration stemmed from the fact that Europe was still lacking an entity such as a
congress to take political decisions, and sovereign representation was absent.

The impact of migration schemes on developing countries is also impor
tant to consider. With 1 billion people in rich countries and 5 billion in the
poorer countries, future migration is determined by the politics not only of
rich countries. It is worth recalling that the vast majority of people who are
migrating are moving among the developing countries rather than into more
developed ones. An argument was posed that the numbers involved in replace
ment migration are too small to have a strong impact on countries of origin.
In EU, only 1-1.5 million a year are needed, which means that there would
be no problem for developing countries in terms of brain drain. Problems,
however, may be more relevant to Eastern European countries that would lose
populations to Western Europe, especially if they join ED. These countries
themselves need replacement migration, but, if they joined, would experience
emigration instead.

The application ofmigration as a replacement tool in Central and Eastern
Europe, where labour markets are more challenged, is debatable. Eastern Euro
pean countries are experiencing unemployment, declines in output, and losses
in labour productivity. It was argued that these economies did not need migra
tion as much as they needed to make their labour-force potential fully produc
tive. Some participants disagreed with the notion that the Russian Federation
did not need migration. The situation is contradictory, because developing an
economy of vast regions requires larger populations. The Russian Federation
has low-density areas and highly populated neighbours. This opens up the pos
sibility of immigration as a solution, despite the fact that massive immigration
is not realistic because public opinion would oppose it.

Alternatives to migration in Eastern Europe could come in the form offer
tility and labour-force adjustments. Theoretically, fertility could be increased
and mortality decreased. In practice, however, there are not enough resources
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dedicated to improving public health. Indeed, there are patriotic speeches about
fertility, but populations will not have more children simply based on speeches.
As long as there are economic and political crises inthe Russian Federation,
we should not expect a boom in fertility. If the Russian Federation emerges
from crisis, fertility may be expected to rise. Analogously, it was noted that,
after the reunification of Germany, women from East Germany had had the
opportunity to earn substantial income. The outcome, however, was a sudden
and sharp drop in fertility. Similarly, if the Russian Federation experienced
economic recovery, fertility might decline. The official position of the Russian
Federation, however, is that the low level offertility is a consequence ofpersis
tent socio-economic crisis. In 1992, a survey of 14,000 families in 22 regions
of the Russian Federation revealed that 85 per cent of young people preferred
two or more children. Only 3 per cent declared that the Government could not
influence their fertility decisions. Stabilization of the population and increase
in fertility were placed as high priorities in the national policy agenda. Many
ministries in the Russian Federation welcomed the United Nations report on
replacement migration, and expressed great interest in it. They agreed that, in
order to prevent further decline o~ the demographic situation, it was incum
bent upon them to estimate both q,antitatively and qualitatively the number of
needed migrants, and to modify p~licies accordingly.

The role ofpublic attitudes a~ a constraint on policy-making, particularly
in respect ofpromoting migration, Iprompted a lively discussion. In some areas
ofGermany, for example, the native population is expected to become a minor
ity, a trend that public opinion willlreject. According to a German poll, a major
ity (two thirds) of Germans perceive migration to be too high and are already
resistant to migration. It was pointed out that, while the poll correctly captured
the general feeling that there were too many migrants, those living in areas
with more migrants espoused a l~ss negative attitude (similar to the Ameri
can case). Ms. Hohn reported th* the conservative party had won elections
in her state (Land) owing to its $.dorsement of a more restrictive migration
policy. Could attitudes in general e altered to recognize migration's beneficial
effects? Future immigration pros ects will depend on economic factors, not
demographic interests. .

B. Policies related to C01(lsequences ofdemographic changes

These discussions focused on other non-demographic policy options, such
as increasing labour-force participation, retirement age, productivity oflabour,
and self-reliance of the elderly an~ reducing retirement benefits.

The session was introduced by Mr. Michael Teitelbaum, who discussed
his paper on long-range demographic projections and their implications for
the United States. Mr. Teitelbaum reminded the meeting participants that the
issues being debated are consequepces of success: that is to say, the increase of
life expectancy, and the control o~ermortality and fertility. He urged the group
to take four factors into account. •

First, current policies on age landage structure had been created long ago,
and defined when age and age structure were very different. At that time, they

19



had a different meaning than they do today, yet they have not been adapted to
the current realities. In the past, retirees received a "very good deal"-returns
that were far superior to their contribution. This is not bound to happen again.
Current retirees are thus situated within a transitional phenomenon, unlikely to
be observed in the future.

Second, the adjustment of policies can best be effected with minor revi
sions, not radical transformations. This may involve, for example, increase
of taxation, immigration, productivity, the percentage of economically active
persons, age at retirement, and laws on retirement pensions (as well as no pen
alties for later retirements). Gradual changes may also be encouraged by facili
tating gradual retirement and part-time careers, investing social security funds
in higher-yielding investments, changing the way pensions are actualized,
liberalizing trade (that is to say, increasing national specializations and com
parative advantages) and exporting services that are geographically bound. If
implemented together, small changes in each domain would be sufficient. No
single large change will work as well as a number of combined minor ones.

Third, migration should not be perceived as an adequate solution. The
age-structure effects are limited. Economic effects depend on migrant produc
tivity and integration. And migrants also retire. A deficit in the number ofbirths
can be balanced by an increase in migration, if one thinks of migrants as units
with desired age and other characteristics. Migrants, however, may also have
"undesired" attributes. While deficiency in births can be replaced by immigra
tion, immigrants are less acceptable where fertility is low, and the costs of
social tensions have to be factored into the equation. Thus, the paradox is that
increasing migration may be less acceptable when fertility is low. A liberal
migration policy is one approach, but it must be contextualized against other
measures.

Finally, demographers need to be more sceptical about the indicators they
use. Demographic measures are as outdated as the policies that we claim must
be modified. The aged dependency ratio is anachronistic; for example: age 60
or 65 is not an appropriate boundary marker. One suggestion is that the ADR
be renamed and alternative series of indicators should be included in the analy
sis. Measures must change when reality changes.

Comments/discussion. Mr. Teitelbaum's assertion that the consequences
under discussion stem from success was questioned. If the population decreases
sharply, how does this qualify as success?

A reference was made to a recent call by the Governor of the Italian Cen
tral Bank for having more children as a solution to the dilemma lying between
demographic decline and increased migration. In rejecting this approach, it
was claimed that the priority in places such as the Russian Federation was
not to increase births but to ensure that those who did get born were granted
decent living conditions. According to some, this is the major issue in the Rus
sian Federation, where the conditions for giving birth are far from ideal and
reproductive health standards are very low. In cases such as these, pronatalist
policies cannot be considered, from an ethical point of view.

Organization is pivotal in Mr. Teitelbaum's migration scheme to offset
fertility trends. There is a perceived need to "control" migration in EU, but
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to offer an opportunity for migrants to enter (in other words, establish quotas
etc.). There was agreement that immigrantswere less accepted when fertility
was lower. Given that integrationstarts in school, it is hinderedwhen the pro
portion of immigrants is too large] On the other hand, in many countries, low
fertility was a by-product of government failures to create the conditions that
allowedpeople to have the number of children they wanted.

A number of other issues were also discussed. The fruitfulness of exten
sive fertility discussions was questioned, given reported policy limitations in
changingfertility level.There are time-factorissues:politicaldecision-making
requiresdecades; and it takes a long time for reforms to be implemented. Eco
nomicconstraintsincludepublicdebts, and shortageof resourcesto be devoted
to increasing fertility or to health care. EU constraints that are related to fiscal
policy limit the resources available for increasing fertility, as countries with
public debts are trying to reduce them in the coming years. Age-at-retirement
issues involve questions of competitiveness and of familiarity with new tech
nologies, and the existenceof public pressures not to increase retirementage.

In terms of health care or long-term care, it must be noted that ageing is
not free of charge.Weneed to create awarenessamongthe youth of the need to
be healthier. Could the community do this? In fairness to the younger genera
tion, pay-as-you-go systems will not be sufficient. The younger generations
shouldbe advisednow abouthow to invest and in what. The solutionofinvest
ing surplus funds in the stock market was viewed sceptically. In considering
the rate of return in support systems, we need to distinguish between payroll
taxes which are similar to investments (that is to say, you contribute, and you
receive in return) and incometaxes. In a mature system,there is a return rate of
equilibrium. The notion of return rates in pay-as-you-gosystemswas rejected,
given the absenceof a funded system.In the United States, the pension system
has always been presented as a funded system. Payroll taxes are called "con
tributions", a wording that reflects a deliberatepolitical decision to make this
appear to be a voluntary exercise.The past "rate of return" would be seen as a
right in the future.

Mr. ConstantinosFotakis, General Directory of Employment and Social
Affairs,EuropeanCommission,presented some findingson demographicage
ing, employmentgrowth and pension sustainabilityin EU. Since 1997,EU has
made improvement of the employment situation in Europe its main priority.
This could ameliorate, but not solve, the retirement/ageing issue. There is a
clear politicalaim of supportingpensions(funded schemes),while minimizing
the risk of savings losses.There are also increasingtrends towardsdissociating
wages from pensions, towards increasingcontributions,and towards adopting
other measures such as taxes on the environment,and migrant quota systems.
A combinationof measures,which should be enforced gradually, and adapted
to each national situation,was recommended.

Mr. Fotakis displayed a series of graphs of comparative trends in demo
graphicdependencyratios (assuming all persons 65+ have pension rights) and
economicdependencyratios in Europe.The empiricalanalysis suggeststhat an
increasein employmentcould avoid the problemin some countriesup to 2040.
Nonetheless,there is a need to be more realistic about increases in the partici-
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pation rate in the short term, For example, would older generations of women
join the labourmarket? The data also revealed that pensions as a percentage of
GDP are highest in Italy (14.5 per cent), Greece and France. The public debt
is also highest in Italy (110 per cent), Belgium and Greece (70 per cent) and
Spain (62 per cent).

Some participants noted that Mr. Fotakis's graphs were compelling, and
showed that there will be time to adjust. Nonetheless, there is a gap between real
wages and real pensions, which will be very visible by 2020. In addition, age
boundaries are seemingly arbitrary, and should be made more flexible. There
was wide consensus that age brackets of 60+ or 65+ are not meaningful.

Speaking to the issue of dependency ratios, the lack of discussion about
the physical dependency of the oldest old, which is bound to increase as age
ing progresses, was noted. It was foreseen that this will have become an issue
at a time when the forms of the family have changed. Policies can alter the
age at retirement, but not the age ofphysical dependency. It was noted that the
ADR is fixed, while "natural" boundaries are changing. The ratio should not
be called a "dependency" ratio. According to one participant, there is a wage
incentive problem, and a tendency to embrace a "we cannot change" position.
He suggested that it is better to adjust early than late.

The notion of liberalizing trade through increase in comparative advan
tages met with questions whether low-skilled work could be exported. Meas
ures such as increasing national specializations are being adopted in the sense
that low-wage work is already being exported. Nonetheless, it is not favourable
to the national unskilled labour. It is better to have flexibility in the national
labour markets.

VI. FUTURE RESEARCH

A number of research gaps and initiatives were identified. They ran the
gamut from terminology to data-collection issues and cost-benefit analyses.
The demand to contextualize population ageing and decline against the back
drop of dramatic global changes was echoed throughout the deliberations. In
Europe, it appears that medical analysis prevails, at the expense of analyses of
social and economic consequences of ageing. It is important to recognize that
the older person of today is different than he/she may have been 30 years ago.
Expectancy of life without disability is a crucial variable. These are issues that
merit further study. .

More data on intergenerational informal transfers are warranted. Although
earlier theories suggested that one could transfer resources from the young to
the old, rigidity in the system hinders such transfers. Age-related costs in the
health sector should be studied. Pharmaceutical companies should be advised
to examine cost-saving measures rather than simply work towards maximizing
profit.

Fertility behaviour must be studied more systematically. Research on
changes in family norms is also welcomed. Although some participants lauded
the active pursuit by ED of proposals and funding possibilities for research on
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ageing, some experts felt that EU continues to place low priority on family is
sues. This ambivalence is believed to result from divergent national opinions.
For example, the United Kingdom does not want EU to intrude in this area, and
Germany does not want to pay for such research. Methodological approaches
for family projections also need to be improved in order to answer many of the
unresolved questions noted in the discussions. What are the effects of family
norms on fertility?

Meeting participants also addressed definitional and data needs. They
urged for the development of new measures of ageing, health and disabilities.
More general indicators for the elderly and for aspects of the labour market
related to ageing and retirement are also welcomed. Many existing surveys are
underutilized, and could be more! conducive to the study of skills, flows and
so on. i

Several participants noted thd lack ofdialogue between policy makers and
academic researchers, a gap that needs to be bridged. Policy makers require
evidence that there are impediments to families' having the number ofchildren
they would like to have. They need more academic research on this topic.

The relative costs of young !versus old dependants were also inconclu
sive and controversial, begging more questions. Are the old more expensive
to sustain than the young? We need more empirical data to substantiate these
theories.

The effects of the population' momentum at the subnationallevel are also
worthy of examination. There ate interesting subnational developments in
ageing and in the numbers of elderly people, which demand an evaluation of
regional trends in the working-age population, particularly those between 20
and 40 years of age, who are more prone to migrate. The trends in the old and
oldest old merit more attention, and further study as well.

!

VII. CONCLUSIONS

Mr. Joseph-Alfred Grinblat, [Chief of the Mortality and Migration Sec
tion of the Population Division of the United Nations Secretariat, summarized
some ofthe main points discussed linthe meeting. He reminded the participants
that the purpose of the gathering was to discuss policy responses to population
ageing and decline. The population projections prepared by the Population Di
vision indicate that a major aspect of the future of the world population is an
ageing process that will occur in all countries. The ageing process is expected
to be most pronounced when it is 1ccompanied by a decline in the total popula
tion, which is projected to occur ip 58 countries between 2045 and 2050. The
median age of the more developed regions will increase from 38 years in 2000
to 46 years in 2050.

The combination of population ageing and decline stems from a pro
longed history ofbelow-replacement fertility, and a continuous increase in life
expectancy which magnifies the ~ncrease in the proportion of the elderly in
the population. These are the results of the medium variant of the projections
prepared by the Population Division. How reliable are these predictions? Obvi-
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ously, no one can predict the future and, understandably, there are a number of
questions regarding the future assumptions made by the Population Division.
In particular, a number of participants mentioned that the future net immigra
tion into Europe was underestimated, as well as the prospective increase oflife
expectancy at older ages. It is also impossible to forecast the course offertility.
However, there is some general agreement that fertility rates will remain below
replacement level in the foreseeable medium term. The population momentum
resulting from the current age structure cannot be changed. The main point
is that complete consensus exists on the fact that there will be, in the next
50 years, a combination of sharp population ageing and population decline in
most industrialized countries.

Why is population decline and ageing a problem? In the very long per
spective of mankind, population stabilization or even temporary decline is
the normal course, and a long positive growth rate as experienced in the last
century is the exception. A decline in population, total or labour-force, is not
always perceived as a problem in the short term, especially in countries that
suffer from current high levels of unemployment. Nonetheless, significant fu
ture reduction in population resulting from long-term population decline is un
acceptable in most societies, even though some decline may not be a negative
phenomenon at the global level.

Notwithstanding these considerations, it is important to recognize that
population ageing is a cause ofvarious social and economic problems. A major
concern is the viability of pension systems. If current rules continue to apply,
the decreasing ratio of numbers of workers to numbers of retirees threatens to
bring most pension systems to the brink of bankruptcy. This is especially so
because in the past, very favourable age-structure situations encouraged Gov
ernments to create rules that gave retirees very generous benefits, which are
no longer sustainable. Even if per capita income increased and there were no
global economic problems of insufficient resources, political issues about the
proper distribution of the available resources would emerge.

In the context of social and economic issues, we need to consider that
the sharp increase in the number of old people will make it more difficult to
face the cost of providing adequate health services to the elderly population.
This will be particularly the case if a large proportion of the added years of
life expectancy is spent in poor health. Another concern is that ageing of the
overall population is accompanied by ageing ofthe labour force. This threatens
to reduce the productivity of the country, as a result of two factors. First, older
people are usually paid more, even if they do not produce more, and this in
creases the cost ofproduction. Second, new techniques usually accompany the
labour ofyoung people, and ageing may slow down the pace ofmodernization,
reducing the productivity of the labour force.

The question is what can be done to prevent population decline and popu
lation ageing. Several approaches of varying duration were mentioned. In the
short term, migration can slow down the process of population ageing and
prevent population decline. The volumes of migrants that would be necessary
to prevent population decline are relatively small in demographic terms, some
times smaller than those reflected in past experiences of migration. However,
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even in the short term, these levelsof immigrationare often consideredunten
ableand unacceptable, sociallya*dpolitically. This is a majordrawback,since,
empirically, migrationseemsto ~e sociallyless acceptablein areaswhere local
fertility is lower,which are alsolthe areas where it is the most needed. In the
long term, the accumulatednumber of migrants needed to prevent population
decline would result in the presence of a large proportion of population of
foreign origins, a phenomenon that would be widely rejected, both socially
and politically. j

Concerning populationageing, migrationcan only decelerate the ageing
process; it cannot be a solution. n demographic terms, an increase in fertility
is the only way to preventpopul tion ageingin the long term. Moreover, in the
absenceof significant migration evels, a returnof fertilityto near-replacement
levels is the only answer to to141 population decline. Nonetheless, there is a
consensus that Governments lack the capacity to change the behaviour of in
dividualcouplestowards increasingtheir fertility. Economicincentivesdo not
appearto be realisticoptions,andthey generateeffectsreflectingambivalence.
It was observedthat, in some cases, income drops prompted couples to desire
fewer children. However, it wa~ also mentioned that an increase in income
influences couples to opt for fewer children. One of the few optimistic signs
is that, in all countries,couplesdeclare that they desire more childrenon aver
age than they actually have. He*e, it seems that there may be some room for
improvement in this regard. Increasingparental leave, making available more
and better nursery care to couples and, generally, facilitating women's ability
to have childrenwhile avertingincomeloss and strengthening career develop
ment may generate some increas~ in fertility.

In the absence of any clearIpolicy that might so affect behaviour of cou
ples as to raise fertility and bri~g it back to replacement levels, there were
some proposals for extreme govfrnment policies, such as paying salaries to a
largenumber of women to becomeprofessionalmothers. This scenariowould
entail the recruitment of professionalmothers who gave birth to, and raised,
with their husbands, large numb~rs of children (four or more) for the sake of
bringingback the averagefertilityof society to replacementlevels.

Given all these proposed solutions, it is noteworthythat a possible sharp
upturn in fertilitywould not yielp a significant impact before at least 25 to 30
years, owing to the population tnomentum created by the current age struc
ture. Thus, we may concludeth. populationageing is unavoidable. All coun
tries will have to face the consequences and search for the means to cope with
them. ,

This pessimisticconclusionbegs the question what can be done to man
age the consequences. No single action can adequately address the problem.
Policyadjustments need to be iniplemented in small increments within several
domains. Early revisionsare mucheasier and more effectivethan the delaying
of action until crisis occurs. I

Severalarenaswhereactionmaybe takenwere identified. One goalwould
be to increase the labour-force ~articipation. In the short term, increasing the
labour-force participation, particularlythatof women,which is currentlymuch
lower than that of men, could offset the decreasein the ratio ofthe numbersof
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employed people to the numbers ofretired people. However, it has been shown
that, in the long term, even a 100 per cent labour-force participation rate would
only restore a small part of the loss in the support ratio caused by ageing. Im
migration, particularly in areas needed by elderly people, can help somewhat
in reducing the impact of ageing, but only in a very modest way.

Increasing the retirement age is another policy goaL The contemporary
system, which was established long ago, has not kept pace with biological
changes. In 1950, one was physically old at age 65. Today, a person aged 65
is physically still young, and has a much longer life expectancy ahead. We
may anticipate the acceleration and consolidation of this trend in the coming
decades. A number of measures could be adopted to increase both the legal
and the real age at retirement. They may include prohibiting compulsory re
tirement, facilitating gradual retirement, encouraging part-time old-age em
ployment and amending regulations that penalize later retirement. Increasing
the real age at retirement, even by a relatively small amount, offers a strong
impact, as it increases the number of active people at the same time that it
decreases the number of inactive persons. Furthermore, a decrease in benefits
paid to retirees to more sustainable levels will have a double impact. It will
decrease the burden ofpayments by the active population, and simultaneously
inspire more people to remain active longer.

Among other measures mentioned were increasing the contribution of
workers to the social security system. As part of balancing the burden equita
bly among the different sectors ofthe population, the following principle could
be considered: ifbenefits to retirees should decrease, contributions by workers
should increase. In addition, proposals to change social security systems from

. pay-as-you-go to capitalization schemes may be considered. This offers the
possibility ofhelping to solve government budgetary problems, but it may cre
ate other problems in the economy, related to the amount ofneeded savings.

Finally, an important strategy to consider is based on nurturing the suc
cesses of this decade more systematically. More particularly, it is important to
promote increases in productivity and the development of technological in
novations.

Comments/questions. In the concluding remarks, there were some com
ments made by the meeting participants. Mr. Teitelbaum questioned the causal
linkage between declines in productivity and the ageing of the labour force.
He-remarked that this-was not a uniformexperience and not a cardinal rule.
In fact, older workers may be more productive with other compensatory char
acteristics, such as better judgement and greater reliability. As long as there
is investment in training to keep the elderly up to date, decreases in produc
tivity should not exist. Instead, the promotion of non-economic, non-political
measures, such as revising cultural norms, produced by the mass media and
leadership, may serve to better orient behaviour. It was also suggested that the
prospect of excess in the number of professors might be useful in developing
long-life education.

Other experts reinforced the concept of lifelong learning as a solution.
The need for heightened awareness of the "human factor" as a strategic tool
for future development is critical: that is to say, the contemporary shortage is
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one of labour, not-as was the case in the past-one ofcapital. A useful policy
practice is to dissociate pension increases from wage increases, because this
allows for slow adjustment. One expert also proposed a two- or three-pillar
system of pensions, including pay-as-you-go and partially funded schemes.
Fully funded pension systems could be as dangerous as pay-as-you-go ones.
Clearly, more research and new methodologies are warranted.

Some questions arose with regard to the impact ofageing and subsequent
policy measures on developing countries, particularly in the transition from an
tinatalist to pronatalist policies. The implementation of pronatalist policies in
developed countries can have an jmpact on developing countries, both cultur
ally/politically and financially, particularly with regard to the funding provided
by developed countries. Ageing will occur in developing countries at lower
stages of development. Are the policies discussed applicable? We still know
very little about the situation of the elderly in the developing world. Finally,
we lack more systematic analysis of labour migration from the point of view
ofdeveloping countries. To what extent is labour migration cost-effective? In
deed, several developing countries are expected to face rapid ageing over the
next two decades. Ageing at lower stages of development is a true problem to
be addressed.

As a final comment, it was underscored that despite the necessity for global
measures, these policy solutions remained nationally driven. States notably
operate according to their own national interests. Different problems require
distinct solutions. Perhaps the most valuable consequence of these trends is
that the less developed countries may profit from the experiences and lessons
of the more developed countries.

The Expert Group Meeting was concluded in the afternoon of 18 October
2000. the experts expressed their satisfaction with the constructive discussions
that had taken place during the three days, and their hope that these would help
in future research and decision-making in this difficult area.
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PopulationBulletinofthe UnitedNations,Nos. 44/45-2002

POPULATION AGEING AND POPULATION DECLINE:
GOVERNMENT VIEWS AND POLICIES

Population Division ofthe United Nations Secretariat

INTRODUCTION

The present background paper for the United Nations Expert Group
Meeting on Policy Responses to Population Ageing and Population Decline
discusses government views and policies on population growth, age composi
tion ofthe population, and levels oiffertility, mortality and international migra
tion. The information is derived from a variety of sources: official replies of
Governments to the United Nations Inquiries among Governments on Popula
tion and Development, national reports, official statements at population con
ferences, and material provided by government agencies as well as the world
press. The data analysed cover the period of the last quarter of a century, from
1974 to 1999. The paper focuses on the eight countries considered in the report
on replacement migration (United Nations, 200 1a), namely, France, Germany,
Italy, Japan, the Republic of Korea, the Russian Federation, the United King
dom of Great Britain and Northern Ireland and the United States ofAmerica.
Some general trends in government views and policies are discussed for the
whole world and especially for 56 countries where the total fertility rate (TFR)
was below replacement level in 1995-2000, and where 44 per cent ofthe world
population currently lives.

The group of eight selected countries represents different regions: Asia,
Europe and Northern America. It includes mostly developed countries, as well
as a country in transition (the Russian Federation) and a developing country
(the Republic ofKorea). There is great diversity among these countries in many
respects. They are different in terms of the way the labour market is regulated,
employment, the size ofthe labour'force and the size ofelderly population, sav
ing patterns, culture and institutional arrangements. Demographic parameters
ofageing differ in terms of speed and intensity. In halfofthese countries, Italy,
Germany, Japan and the Republic of Korea, ageing is proceeding particularly
rapidly, while in the other half, the United States, France, the United Kingdom
and the Russian Federation, it is proceeding more slowly. The group includes
countries with some of the lowest fertility (Italy), lowest mortality (Japan) and
highest immigration (the United States and Germany) in the world.
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I. GOVERNMENT VIEWS ON THE POPULATION GROWTH RATE, THE AGE
COMPOSITION OF THE POPULATION AND LEVELS OF FERTILITY,
MORTALITY AND INTERNATIONAL MIGRATION

In response to very low levels of fertility in a growing number of coun
tries, and the social and economic consequences ofresultant population ageing
and the potential for population decline, more countries are expressing concern
about low rates of population growth (see tables 1 and 2). The proportion of
Governments perceiving their growth rate to be too low, which had fallen from
25 per cent in 1974 to 11 per cent in 1993, increased to 15 per cent in 1999 (see
table 1). These changes in government views since 1993-with more coun
tries expressing concern about low rates of population growth-eorrespond
to the changing demographic situation. During the last decade, in more and
more countries, first the developed countries and lately some of the developing
countries in Eastern and South-eastern Asia, couples are having on average
fewer births than are necessary for generations to replace themselves. Hence,
more and more countries are experiencing below replacement level fertility.
As a result, population growth has begun declining in many of these countries,
both in relative and in absolute terms.

TABLE I. GOVERNMENT VIEWS OFPOPULATION GROWTH RATE, 1974-1999
(Percentage ofcountries)

NU1Ilberof
Year Toohigh Satisfactory Toolow Total countries

World
1974 .............. 27.6 47.4 25.0 100.0 156
1983 .............. 36.3 45.2 18.5 100.0 168
1993 .............. 43.7 45.3 11.0 100.0 190
1999 .............. 41.0 44.0 15.0 100.0 193

Source: Population Policy Data Bank maintained by the Population Division of the United
Nations Secretariat.

TABLE 2. GoVERNMENT VIEWS OFPOPULATION GROWTH RATE, BYLEVEL
OFDEVELOPMENT, 1983-1999

(Percentage ofcountries)

NU1Ilberof
Year Toohigh Satisfactory Toolow Total countries

More developed regions
1983 .............. 0.0 69.2 30.8 100.0 39
1993 .............. 1.8 85.7 12.5 100.0 56
1999 .............. 2.1 62.5 35.4 100.0 48

Less developed regions
1983............... 47.3 38.0 14.7 100.0 129
1993............... 61.2 28.4 10.4 100.0 134
1999............... 53.8 37.9 8.3 100.0 145

Source: Population Policy Data Bank maintained by the Population Division of the United
Nations Secretariat.
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Almost two thirds of countries, which viewed population growth as too
low in 1999, have below replacement level fertility. They are primarily located
in Europe: nine countries in Basten). Europe, four in Southern Europe, three in
Northern Europe and one country in Western Europe. The other third of the
countries viewing their population growth as too low are scattered in Oceania
(four countries), Western Asia (three countries), Africa (two countries) and Latin
America (one country). In Europe,the Governments ofAustria, Lithuania, the
Russian Federation and Slovakia, which considered population growth to be
satisfactory in 1993, shifted to a view of it as too low in 1999 (see table 3). The
greatest shift in views with regard to population growth occurred among the
successor countries of the former Union of Soviet Socialist Republics (USSR)
and in Eastern Europe. Many of these countries considered their population
growth to be satisfactory in 19931but, by 1999, all countries of Eastern Eu
rope (except the Czech Republic) ~d two thirds of the countries of the former
USSR considered it to be too low. Among the eight selected countries, the
Government ofthe Russian Federation, where population size has been declin
ing since the early 1990s, views population growth as too low, and the Govern
ments ofItaly and the Republic of Korea view it as satisfactory, while the other
five Governments express no official position.

During recent decades, in addition to Governments' growing dissatisfac
tion with declining population growth, an increasing number of countries are
concerned with issues ofpopulation ageing. In the most recent (eighth) United
Nations Inquiry among Governments on perceptions and policies in reference
to population and development (United Nations, 200lb), for the first time, a
question was asked regarding Governments' views on population ageing. Of
the 90 countries that responded to the Inquiry, 66 countries (81 per cent) were
concerned with population ageing. Among them, 31 countries (38 per cent)
considered the ageing of the population to be a major concern. The developed
countries were most concerned with population ageing. Among them, Aus
tralia, Austria, Belarus, Belgium, 'Croatia, Estonia, Germany, Greece, Japan,
Latvia, Lithuania, Poland, Romania, the Russian Federation, Slovakia and Yu
goslavia (53 per cent) all indicatedjthat population ageing was a major concern.
All of these countries have below-replacement fertility. Among the develop
ing countries, seven countries with below replacement level fertility (Armenia,
China, Cyprus, Mauritius, Thailand, Trinidad and Tobago and Republic ofKo
rea) and seven countries with higher fertility (Bangladesh, Brazil, Dominica,
the Dominican Republic, Ghana, lraq and Kazakhstan) (29 per cent) indicated
that population ageing was of major concern.

Among the eight selected countries, there is great variety in how ageing is
regarded. Germany, Japan, the Republic of Korea and the Russian Federation
have significant concern, while Italy and the United Kingdom indicated minor
concern. France and the United States expressed no official position. At the same
time, France, as well as Germany, Japan, the Republic of Korea and the Russian
Federation, has major concern with older age groups and their special needs.
Half of the countries-Germany, ~apan, the Republic of Korea and the Russian
Federation-had major concern with the working-age group (see table 4).

For the German Government, for example, the problem of population
ageing presents a major politicai challenge, since changes in age structure
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TABLE 3. GoVERNMENT VIEWS OF POPULATION GROWTH RATE IN EIGHT COUNTRIES, 1974-1999

Republica! Russian United United

Year France Germany Itoly Japan Korea Federation Kingdom States

1974.................... Too low Satisfactory Satisfactory Satisfactory Too high Too low Satisfactory Satisfactory

1983 ................... Too low Too low Satisfactory Satisfactory Too high Too low Satisfactory Satisfactory

1993 ................... Satisfactory Satisfactory Satisfactory Satisfactory Satisfactory Satisfactory Satisfactory Satisfactory

1999 ................... Satisfactory Satisfactory Satisfactory Satisfactory Satisfactory Too low Satisfactory Satisfactory

Source: Population Policy Data Bank maintained by the Population Division of the United Nations Secretariat.

~ TABLE 4. GoVERNMENT VIEWS OF THE AGE COMPOSmON AND THE AGEING OF THE POPULATION IN EIGHT COUNTRIES, 1999
00

Republica! Russian United United
Variable France Germany Italy Japan Korea Federation Kingdom Stales

Age group
youth ................. Minor Major Nota Major Minor Major Minor Nota

concern concern concern concern concern concern concern concern
Working-age population .. Minor Major Nota Major Major Major Minor Nota

concern concern concern concern concern concern concern concern
Older persons .......... Major Major Minor Major Major Major Minor Nota

concern concern concern concern concern concern concern concern
Population ageing ......... No official Major Minor Major Major Major Minor No official

position concern concern concern concern concern concern position

Source: Population Policy Data Bank maintained by the Population Division ofthe United Nations Secretariat.



will have repercussions in many areas. The Government considers it of criti
cal importance that the number of rears people work be increased, and early
retirement restricted. The Government also considers that older workers must
remain part of the labour force loager than today through lifelong learning,
greater flexibility and mobility, a#d options for gradual transition to retire
ment. Also, for the Japanese Government, population ageing is the first prior
ity among population issues. Faced with a rapidly ageing population, Japan
considers it essential to provide services for the elderly.

The Government of the Unitbd Kingdom is especially concerned with
an anticipated steadily increasing demand for long-term care, related to the
growth in number ofthe oldest old.land significant increases in costs in coming
years, especially after 2020. Therelis considerable debate over whether future
cohorts of elderly people will be ~ore or less healthy than elderly people to
day. In Italy, while there is no specirl attention being paid to population growth
and population size in relation to economic and social development, ageing has
recently become an issue of Government concern, particularly in relation to a
possible crisis of the social security system and health-care system. Attention
is paid to enhancing the ability of families to take 'care of elderly people
according to Italian value systems]

In the United States, the Government has not sought to determine the
most desirable balance among population age groups or to design policies to
influence the balance. However, President Clinton in hisState of the Union
address in 1998 proposed a "dial~gue" on the future of Social Security. The
politics of social security were at: the centre of debate during the year 2000
presidential campaigns in the Unitjed States as well as in many European par
liaments. Some politicians in the United States want to address the low rate
of personal savings and to encourage more private savings as well as private
investing (within Social Security ~r outside of it).

In the Russian Federation, Prbident Putin in his 2000 State of the Nation
address to the Federal Assembly characterized the current demographic situa
tion in the country as most alarming. He referred to the fact that many people
found it difficult to bring up their children and ensure a befitting old age to
their parents, and that the number of citizens of the Russian Federation was
becomingsmaller and smaller with every passing year. He concluded: "If the
current trend persists, the nation's!survival will be threatened. We are facing a
real threat ofbecoming an ageing nation" (Putin, 2000).

Regarding perceptions of fertility, the proportion of Governments that
viewed their fertility as too low i*creased from 11· per cent in 1976 to 17 per
cent in 1999. In addition to one country in Africa (Gabon), one in South Amer
ica (Uruguay), one in South-central Asia (Kazakhstan), two in South-eastern
Asia (Japan and Singapore) and fdur in Western Asia (Armenia, Cyprus, Geor
gia and Israel), all of the other countries that viewed their fertility level as
too low were located in various subregions of Europe: Belarus, Bulgaria, the
Czech Republic, Hungary, Poland, Romania, the Russian Federation, Slovakia
and Ukraine in Eastern Europe; Estonia, Latvia and Lithuania in Northern Eu
rope; Bosnia and Herzegovina, Ctroatia, Greece, Italy, Portugal, Slovenia and
Spain in Southern Europe; and Austria, France, Germany, Luxembourg and
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Switzerland in Western Europe (see table 5). Some 52 per cent (29 countries)
of the group with below replacement level fertility consider fertility to be too
low. The other four countries, which have the same view, despite their higher
fertility, are Gabon, Israel, Kazakhstan and Uruguay. Five of the eight selected
countries view their fertility level as too low, while the Republic of Korea, the
United Kingdom and the United States view it as satisfactory (see table 6).

The German Government does not, however, regard it as necessary to
adopt a target for future birth rates, and considers it important to maintain
freedom of decision for parents about the number and spacing of their chil
dren, and to eliminate. impediments to having additional children. The Japa
nese Government considers that the tendency of the young to delay marriage,
related to difficulties of balancing work and child-rearing, is the direct cause
of the country's declining fertility rate. Therefore, the Government considers
it necessary to make concerted efforts both to alleviate problems arising from
the strains of balancing work and childcare and to enhance society's support
for raising children.

Declining mortality is becoming increasingly important as a determinant
of further population ageing. Life expectancy has improved greatly over the
last half-century in the countries examined, with the exception of the Russian
Federation. For example, Japan, from 1950-1955 to 1995-2000, has experi
enced a 16-year increase in life expectancy at birth. However, despite the con
siderable progress that has been made in combating morbidity and mortality,
the percentage of countries worldwide that consider their level of mortality to
be unacceptable has decreased very little during the last quarter of a century.
Obviously, the target level ofcountries with regard to life expectancy is increas
ing. Among the eight countries considered, only halfview their life expectancy
as acceptable (France, Germany, Italy and Japan) (see table 7). The United
States in 1976 and 1983 considered its life expectancy to be acceptable, but
later shifted its view to ''unacceptable''. This view is shared by three other coun
tries: the Republic of Korea, the Russian Federation and the United Kingdom.

International migration was a topic of secondary concern for most Gov
ernments in the early 1970s. However, with the economic recession that fol
lowed the first oil shock, Governments' concerns over the consequences of
both immigration and emigration significantly increased. The proportion of
Goveniments that viewed immigration as too high rose from 7 percent in 1976
to 20 per cent in 1986 and remained at this level in 1999. Migration concerns
were strongest in the developed countries in which, by 1999, 27 per cent of
Governments considered immigration levels to be too high, compared with
17 per cent in 1976. Thirty per cent (17 countries) of the group with below
replacement fertility considered immigration to be too high and only 2 countries
viewed it as too low (the Republic ofMoldova and Ukraine), while the remain
ing countries viewed it as satisfactory. Among the eight selected countries,
France, Germany and the Russian Federation viewed immigration as too high;
the United Kingdom for a long period considered immigration to be too high
and shifted to a view of it as satisfactory in 1999, joining the other four coun
tries holding this view (see tables 8 and 9).
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TABLE 5. POPULATION GROWTH RATES, TOTAL FERTILITY RATES, ANDGOVERNMENT VIEWS
AND POLICIES ONPOPULATION GROWTH, FERTILITY AND IMMIGRATION

Annual Total Population growth Fertility Immigration
growth rate fertility rate
(percentage) (per woman) VIew Policy VIew Policy VIew Policy

Country 1995-2000 1999 1999 1999

Africa
Eastern Africa

Mauritius .......... 0.8 1.9 Satisfactory Lower Satisfactory No intervention Satisfactory No intervention

Asia
Eastern Asia

China ............. 0.9 1.8 Too high Lower Satisfactory Maintain Satisfactory Maintain
Japan ............. 0.2 1.4 Satisfactory No intervention Too low No intervention Satisfactory Maintain
DPR ofKoreaa .•.•• 1.6 2.1 Satisfactory No intervention Satisfactory Maintain Satisfactory Maintain
Repu1>licofKorea .. Q.~ L7- Satisfactory No inter\'eatien SatisfaGtory No.iatervention Satisfactory Maintain

.$::0
Sri Lanka .......... 1.0 2.1 Too high Lower Satisfactory Lower Satisfactory Lower

~ South-eastern Asia
Singapore ......... 1.4 1.7 Satisfactory Maintain Too low Raise Satisfactory Raise
Thailand .......... 0.9 1.7 Satisfactory No intervention Satisfactory Maintain Too high Lower

Western Asia
~enia........... -0.3 1.7 Too low Raise Too low Raise .Too high Lower
Aaerbaijan ......... 0.5 2.0 Satisfactory No intervention Satisfactory Maintain Satisfactory No intervention
Cyprus ............ 1.1 2.0 Too low No intervention Too low Raise Too high Lower
Georgia ........... -1.1 1.9 Too low No intervention Too low Raise Satisfactory No intervention

Europe
Eastern Europe

Belarus ........... -0.3 1.4 Too low Raise Too low Raise Too high Lower
Bulgaria ........... -0.7 1.2 Too low Raise Too low Raise Satisfactory Maintain
Czech Republic ..... -0.2 1.2 Satisfactory No intervention Too low Raise Too high Maintain
f1ungary........... -0.4 1.4 Too low Raise Too low Raise Too high Maintain
Poland ............ 0.1 1.5 Too low Raise Too low Raise Satisfactory Maintain
Republic of Moldova 0.0 1.8 Too low Raise Satisfactory No intervention Too low Raise



TABLE 5 (continued)

Annual Total Populationgrowth Fertility lmmigmtion
growthrate fertility rate
(percentage) (per woman) new Policy View Policy View Policy

Country 1995-2000 1999 1999 1999

Romania ......... -0.4 1.2 Too low Raise Too low Raise Satisfactory Maintain
Russian Federation. -0.2 1.4 Too low Raise Too low Raise Too high Raise
Slovakia.......... 0.\ 1.4 Too low Raise Too low Raise Satisfactory Lower
Ukraine .......... -0.4 1.4 Too low Raise Too low Raise Too low Maintain

Northern Europe
Denmark ......... 0.3 1.7 Satisfactory No intervention Satisfactory No intervention Too high Lower
Estonia. .......... -1.2 1.3 Too low No intervention Too low No intervention Satisfactory Maintain
Finland .......... 0.3 1.7 Satisfactory No intervention Satisfactory No intervention Satisfactory Maintain
Iceland........... 0.9 2.1 Satisfactory Maintain Satisfactory Maintain Satisfactory No intervention

"""
Ireland ........... 0.7 1.9 Satisfactory No intervention Satisfactory Maintain Satisfactory Maintain

IV Latvia ........... -1.5 1.3 Too low No intervention Too low Raise Too high Maintain
LithuarUa......... -0.3 1.4 Too low Raise Too low Raise Satisfactory Maintain
Norway .......... 0.5 1.9 Satisfactory No intervention Satisfactory No intervention Satisfactory Maintain
Sweden .......... 0.3 1.6 Satisfactory No intervention Satisfactory No intervention Satisfactory Maintain
United Kingdom ... 0.2 1.7 Satisfactory No intervention Satisfactory No intervention Satisfactory Lower

Southern Europe
Bosnia and

Herzegovina .... 3.0 1.4 Too low No intervention Too low No intervention Satisfactory No intervention
Croatia........... -0.1 1.6 Satisfactory Raise the rate Too low Raise Satisfactory No intervention
Greece ........... 0.3 1.3 Too low No intervention Too low No intervention Satisfactory Lower
Italy ............. -0.0 1.2 Satisfactory No intervention Too low No intervention Satisfactory Maintain
Malta ............ 0.7 1.9 Satisfactory No intervention Satisfactory No intervention Satisfactory Lower
Portugal. ......... 0.0 1.4 Too low No intervention Too low No intervention Satisfactory Lower
Slovenia.......... -0.1 1.3 Too low Raise the rate Too low Raise Too high Lower
Spain ............ 0.0 1.2 Satisfactory No intervention Too low No intervention Satisfactory Maintain
TFYR Macedonia" . 0.6 2.1 Too high Lower the rate Too high Lower Too high Lower
Yugoslavia........ 0.\ 1.8 Satisfactory Maintain the rate Satisfactory Maintain Too high No intervention



Western Europe
AcusUia............ 0.5 1.4 Too low No intervention Too low Raise Too high Lower
Belgium........... 0.1 1.6 Satisfactory No intervention Satisfactory No intervention Satisfactory Maintain
France ............ 0.4 1.7 Satisfactory No intervention Too low No intervention Too high Lower
Germany .......... 0.1 1.3 Satisfactory No intervention Too low No intervention Too high Lower
Luxembourg ....... 1.1 1.7 Satisfactory Maintain the rate Too low Raise Too high Lower
Netherlands ........ 0.4 1.5 Satisfactory No intervention Satisfactory No intervention Satisfactory No intervention
Switzerland ........ 0.7 1.5 Satisfactory No intervention Too low No intervention Too high Lower

Latin America and
the Caribbean
Caribbean

Barbados .......... 0.5 1.5 Satisfactory No intervention Satisfactory No intervention Satisfactory No intervention
Cuba ............. 0.4 1.6 Satisfactory No intervention Satisfactory No intervention Satisfactory Maintain
Trinidad and

Tobago ......... 0.5 1.7 Too high Lower Too high Lower Satisfactory Maintain

Northern America
~ Canada.............. 1.0 1.6 Satisfactory No intervention Satisfactory No intervention Satisfactory Maintain
y)

United States of
America .......... 0.8 2.0 Satisfactory No intervention Satisfactory No intervention Satisfactory Maintain

Oceania
Australia . . . . . ....... 1.0 1.8 Satisfactory No intervention Satisfactory No intervention Satisfactory Maintain
New Zealand ........ 1.0 2.0 Satisfactory No intervention Satisfactory No intervention Satisfactory Maintain

Sources: World Population Prospects: The 1998 Revision, vol. I, Comprehensive Tables (United Nations publication, Sales No. E.99.XIlI.9); and Population
Policy Data Bank maintained by the Population Division of the United Nations Secretariat.

"Democratic People's Republic of Korea.

"The former Yugoslav Republic of Macedonia.
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TABLE 6. GOVERNMENT VIEWS OFFERTILITY LEVEL INEIGHT COUNTRIES, 1976-1999

Republica! Russian United United
Year France Germany Italy Japan Korea Federation Kingdom States

1976 ................... Too low Too low Satisfactory Satisfactory Too high Satisfactory Satisfactory Satisfactory
1983 ................... Too low Too low Satisfactory Satisfactory Too high Satisfactory Satisfactory Satisfactory
1993 ................... Too low Too low Satisfactory Too low Satisfactory Too low Satisfactory Satisfactory
1999 ................... Too low Too low Too low Too low Satisfactory Too low Satisfactory Satisfactory

Source: Population Policy Data Bank maintained by the Population Division of the United Nations Secretariat.

TABLE 7. ACCEPTABILITY OF LIFE EXPECTANCY INEIGHT COUNTRIES, 1976-1999

Republica! Russian United United
Year France Germany Italy Japan Korea Federation Kingdom States

1976 ................... Unacceptable Acceptable Unacceptable Acceptable Unacceptable Unacceptable Unacceptable Acceptable
1983.................... Acceptable Acceptable Unacceptable Acceptable Unacceptable Acceptable Unacceptable Acceptable
1993.................... Acceptable Acceptable Acceptable Acceptable Unacceptable Unacceptable Unacceptable Unacceptable
1999.................... Acceptable Acceptable Acceptable Acceptable Unacceptable Unacceptable Unacceptable Unacceptable

Source: Population Policy Data Bank maintained by the Population Division of the United Nations Secretariat.



TABLE 8. GOVERNMENT VIEWS OF IMMIGRATION LEVEL IN EIGHT COUNTRIES, 1976-1999

Republica! Russian United United
Year France Germany Italy Japan Korea Federation Kingdom States

~
1976 ................... Satisfactory Satisfactory Satisfactory Satisfactory Satisfactory Satisfactory Too high Satisfactory

U\ 1983 ................... Too high Too high Too high Satisfactory Satisfactory Satisfactory Too high Too high
1993 ................... Too high Too high Satisfactory Satisfactory Satisfactory Too high Too high Satisfactory
1999 ................... Too high Too high Satisfactory Satisfactory Satisfactory Too high Satisfactory Satisfactory

Source:Population Policy Data Bank maintained by the Population Division of the United Nations Secretariat.



TABLE 9. GOVERNMENT VIEWS AND POLICIES ONINTERNATIONAL MIGRATION
INEIGHT COUNTRIES, 1999

Republica! Russian United United
Variable France Germany Italy Japan Korea Federation Kingdom States

Immigration
View ....................... Too high Too high Satisfactory Satisfactory Satisfactory Too high Satisfactory Satisfactory
Policy

Immigration for permanent
settlement . . . . . . . ........ Lower Lower Maintain Maintain Maintain Raise Maintain Maintain

Entry ofpersons on non-
permanent work permits .... Maintain Lower Raise Maintain Maintain Maintain Maintain Maintain

Entry of dependants of
persons on work permits .... Maintain Lower Maintain Maintain Maintain No inter- Maintain Maintain

./::0 vention
.~ Entry ofrefugees ........... Maintain Lower Maintain Maintain Maintain Lower Maintain Maintain

Entry of asylum-seekers ...... Maintain Lower Maintain Maintain Maintain Halt Maintain Maintain
Entry of undocumented or

illegal migrants ........... Halt Halt Halt Halt Halt Halt Halt Halt
Integration ofnon-nationals ... Yes Yes Yes No inter- No inter- Yes Yes Yes

vention vention
Emigration

View ....................... Satisfactory Satisfactory Satisfactory Satisfactory Satisfactory Satisfactory Satisfactory Satisfactory
Policy ...................... Raise No inter- No inter- No inter- Maintain No inter- No inter- No inter-

vention vention vention vention vention vention
Encouraging the return of

nationals .................. No inter- No inter- No inter- No inter- No inter- Yes No inter- No inter-
vention vention vention vention vention vention vention

Source: Population Policy Data Bank maintained by the Population Division of the United Nations Secretariat.



The United Kingdom considered it to be important to have firm control
over immigration and to make sure that all staff applying the government im
migration policy observed central principles of being fair, fast and firm. The
German Government felt that, in the light of the causes for increasing global
migration, efforts should be made to control and limit immigration into the
European Union (EU) and particularly into Germany. This applied primarily
to preventing foreigners from entering the country illegally in order to settle
therein permanently.

This view was shared by the European Commission. In 1994, a Com
munication by the Commission on asylum law highlighted the necessity of
limiting the admission of foreigners. It said that, in the light of the economic
situation and the situation on the labour market, the admission of foreigners
must continue to be restrictive. In the short term, quotas did not represent a
suitable measure. It also held that a longer-term strategy for employment
related immigration would have to take into account economic development
and the situation in the labour market. In the view of the Commission, there
was at that time no demand for the admission of foreigners into the member
States of EU.

Immigration has not been considered in relation to population ageing.
Only recently have Governments started to consider immigration as an instru
ment to offset fiscal burdens and to solve labour-market problems associated
with ageing populations. However, some Governments realize that immigra
tion as a strategy to deal with population ageing will have to remain at high
levels permanently in order to reduce the fiscal burden of ageing, because mi
grants will also retire. Moreover, large immigration flows will require social
adjustments.

II. POLICY INTERVENTIONS IN RESPONSE TO POPULATION
DECLINE AND POPULATION AGEING

A. Population growth policies

The proportion of Governments that had policies aimed at influencing
population growth increased from 45 per cent in 1974 to 63 per cent in 1993
(see table 10). By 1999, this proportion had declined to 58 per cent mainly
owing to the fact that the proportion of Governments of developed countries
intervening to influence population growth declined between 1983 and 1999:
a number of countries with policies to raise or maintain the rate of population
growth shifted to a policy of non-intervention (see table 11). Among the eight
countries considered, there are no countries, with the exception of the Russian
Federation, that have a pro-population growth policy (see table 12). France
and Italy shifted to a policy of non-intervention and five other countries in
the group, Germany, Japan, the Republic of Korea, the United Kingdom and
the United States, do not have any explicit policy in relation to population
growth.
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TABLE 10. GOVERNMENT POLICIES ON POPULATION GROWTH RATE, 1974-1999
(Percentage 0/countries)

No NUmber oj
Year Lower Maintain Raise intervention Total counJries

World
1974............ 25.0 0.0 19.9 55.1 100.0 156
1983 ........... 25.6 13.5 19.0 41.9 100.0 168
1993 ........... 37.9 13.1 11.6 37.4 100.0 190
1999 ........... 38.8 8.3 10.5 42.4 100.0 193

Source: Population Policy Data Bank maintained by the Population Division of the United
Nations Secretariat.

TABLE 11. GOVERNMENT POLICIES ON POPULATION GROWTH RATE, BYLEVEL
OF DEVELOPMENT, 1983-1999

(Percentage ofcountriesi

No Numberof
reor Lower Maintain Raise intervention Totol countries

More developed regions
1983 ........... 0.0 28.2 30.8 41.0 100.0 39
1993 ........... 1.8 33.9 16.1 48.2 100.0 56
1999 ........... 2.1 10.4 22.9 64.6 100.0 48

Less developed regions
1983 ........... 33.3 9.3 15.5 41.9 100.0 129
1993 ........... 53.0 4.5 9.7 32.8 100.0 134
1999 ........... 51.0 7.6 6.2 35.2 100.0 145

Source: Population Policy Data Bank maintained by the Population Division of the United
Nations Secretariat.

In contrast, the Russian Federation and many other Governments, espe
cially in Eastern Europe (Bulgaria, Poland, the Republic of Moldova, Romania
and Slovakia) as well as some in Southern Europe (Slovenia) and Asia (Ar
menia and Kazakhstan) have recently inaugurated policies to modify the cur
rent demographic situation, increase population growth and reverse population
decline. All of these countries had below-replacement fertility in 1995-2000,
except Kazakhstan.

In 1999, 75 Governments (39 per cent) had policies aimed at lowering
population growth, while 20 (11 per cent) had policies aimed at increasing
population growth (see table 10). The proportion of Governments thathad pol
icies aimed at increasing population growth had declined from 19 per cent in
1983 to 11 per cent in 1999. However, in more developed regions, it increased
from 16 per cent in 1993 to 23 per cent in 1999 (see table 11). Government
policies do not always match their satisfaction with demographic parameters.
For example, the proportion ofGovernments that had policies aimed at raising
population growth was less than the proportion of those that viewed popula
tion growth as too low (see tables 1 and 10). Many Governments with below-
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TABLE 12. GOVERNMENT POLICmS ONPOPULATION GROWTH IN EIGHT COUNTRIES, 1974-1999

Republica! Russian United United

Year France Germany Italy Japan Korea Federation Kingdom States

1974..........•...•....• Raise No inter- No inter- No inter- Lower Raise No inter- No inter-
vention vention vention vention vention

.j>.
1983.................... Raise No inter- Maintain No inter- Lower Raise No inter- No inter-

\0 vention vention vention vention
1993.................... Raise No inter- No inter- No inter- Lower No inter- No inter- No inter-

vention vention vention vention vention vention
1999.................... No inter- No inter- No inter- No inter- No inter- Raise No inter- No inter-

vention vention vention vention vention vention vention

Source:Population Policy Data Bank maintained by the Population Division of the United Nations Secretariat.



replacement fertility, including France and the Republic of Korea, pointed out
that the chief objective in modifying .the fertility level was to improve family
well-being, not to modify the rate of population growth.

B. Ageing policies

According to the fourth United Nations review and appraisal of the im
plementation of the International Plan of Action on Ageing (United Nations,
1982, chap. VI, sect. A), the majority ofdeveloped countries and an increasing
number of developing countries have in place a range of policies and pro
grammes that respond to population ageing. In addition, non-governmental
organizations have increased efforts to address ageing issues in those countries
(United Nations, 1997). At the same time, there are still many countries that do
not have effective policies to address ageing, especially in the areas of social
security benefits, specific health needs and public recognition of lifelong and
continuing contributions of older people to the human, social and economic
capital ofcountries. The observance of the International Year ofOlder Persons
in 1999 offered a further incentive for the application of such a policy frame
work. Therefore, many countries are currently re-examining their policies in
the light of the principle that elderly people constitute an important component
of a society's human resources. They are also seeking to identify how best to
assist elderly people with long-term support needs.

Employment and income security policies

In order to reduce the cost pressure associated with population ageing,
and to slow the rate of growth in demand placed on public pension systems,
some countries are gradually increasing the age at which workers become eli
gible for retirement benefits. In Japan, 1994 legislation increased in stages the
age ofeligibility for the full flat benefit (the "National Pension") from 60 to 65,
by 2013 for men and by 2018 for women. In 1999, the Government announced
its intention to institute a similar increase with respect to the other part of the
retirement benefit-the earnings-related. pension, fully effective in 2025 for
men and in 2030 for women. Germany has raised the age for full benefits from
age 60-63 (depending on the circumstances surrounding retirement) to age 65.
The Government allows many people to collect reduced benefits at the earlier
age. It intends to gradually raise the age of initial eligibility for retirement
benefits to 62 by 2012, and only those with 35 years of service will be eligible
for reduced benefits. In the United States, the 1983 amendments to the Social
Security Act raised the age of eligibility for full Social Security benefits from
65 to 67. However, the increase will be phased in over a 27-year period begin
ning with workers turning age 62 in the year 2000.

Among other common adjustments to population ageing have been:
equalizing retirement ages for men and women by raising the retirement age
for women (United Kingdom), tightening eligibility requirements for full
benefits (France) or for early retirement benefits (Germany, Italy), reducing
full benefit levels (France, Germany, Italy, Japan, United Kingdom) or early re
tirement pensions (Germany, Italy) and increasing contribution rates (Japan).
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A variety ofbenefit reductions have been introduced. Germany and Japan
have changed the index used to adjust benefits after retirement and switched
from indexing benefits to the rate of growth of gross wages to indexing them
to the rate of growth of net wages (earnings net of taxes and social insurance
contributions). A demographic factor was added in 1997 (to be effective in
1999) that gradually reduced the replacement rates of newly retiring work
ers to reflect gains in life expectancy; however, that provision has since been
suspended. In Italy, a demographic adjuster has been introduced according
to which the benefit schedule is to be adjusted every 10 years to fully offset
projected changes in life expectancy after retirement. Also, benefits for the
self-employed are reduced relative to those of employees to correspond more
closely to the lower contribution rate paid by the self-employed.

To reduce the size of the benefit associated with retirement at the normal
age, France is increasing the number ofyears (to 25 by 2008) over which earn
ings are averaged. Japan intends to phase in a 5 per cent reduction. Germany
has announced an increase in the retirement age from 63 to 65, while introduc
ing permanently reduced benefits available at the previous ages. In Italy and
the United Kingdom, benefits under the State earnings-related scheme have be
gun to be based on lifetime earnings, rather than on the previous five years (in
Italy) or the 20 highest years (in the United Kingdom). One ofthe key elements
ofpension reforms in Italy and the United Kingdom is a shift from defined ben
efits (the computation rules produce a monthly benefit that is paid for the life
of the retiree and the initial impact of rising life expectancies is an increase in
the total cost of the pension programme) to defined contribution arrangements
(the computation rules spread the available account balance over the expected
remaining life of the retiree and the initial impact of rising life expectancies is
a reduction in the monthly income of the retiree). The latter approach is likely
to be more effective in constraining costs because it produces automatic benefit
reductions (Thompson, 1999).

To offset the impact of population ageing, some countries increase the
amount of revenue going into the pension system. Japan increased combined
employer-employee rates (to 17.35 percent in 1994-1996) and intends to mod
erately increase them every five years until 2025 in order to finance scheduled
benefits. In order to avoid or reduce the pension contribution increases, Ger
many has increased the budget subsidy for its pension programme from 20 to
25 per cent of outlays. The 1999 reform package announced by the Japanese
Government also includes an increase in the budget subsidy intended to sup
port the flat benefit portion of its retirement income system.

Some countries are moving towards a greater reliance on advance funding
of the pension promises. This involves acquiring financial assets that generate
investment returns and provide an ongoing source ofrevenue for covering pen
sion payments. It allows a given level of future pensions to be financed with
lower contribution rates. Many current reforms shift a portion of the respon
sibility for managing pension arrangements from the Government to private
enterprises or to individuals. The United States has one of the world's most
extensive private pension systems, and funded private pensions are relatively
common there (Peterson, 1999). Greater use of advance funding is being
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encouragedin the private pension sectors of Germany and Japan, which had
previously relied heavily on book reserve financing. The Governmentof the
United Kingdom also proposed to establish a "stakeholder pension scheme",
which appears to be an advance-funded, defined-contribution arrangement
with low administrative costs.

In the RussianFederation, there has also been reformof the Statepension
system. It originallyassumeda full replacementof the distributive system of
pension provisionwith an accumulative system. However, in 1998, the Gov
ernment adopted the programmeof pension provision of mixed type: obliga
tory State pension provision and additionalnon-State pension provision. The
later systemappearedin the country in the early 1990sand its successeshave
been very modest. A major concern in the Russian Federation has been: over
the low level of and delaysin pensionpayments,high inflation and loss of tax
collecting capacity. An effective pension reformwill require macroeconomic
stabilization, renewedeconomicgrowth,and development oflegal and admin
istrative systems adapted to a market economy based on private enterprise.
The implementation of the pension reform also requires a lot of preparatory
educational and informative work with the entire populationon the part of the
Government. The RussianFederationis currentlypreparinga policy to address
the needs of senior citizens. The policy under considerationwould focus on
property, land and housing concerns, as well as improved social services for
the elderly.

Many Governments try to increase incentives for people either to delay
acceptingretirementbenefitsor to continueworking after they have started to
receivethem.For example,specialreductions are introducedthat apply only to
workerswho take benefitsbefore the normal retirementage. In Italy, a sched
ule of adjustment factors is implemented that scales monthly benefits to the
worker's expected remaining lifespan at the time benefits are first received.
Somecountriesthat limit the earningsof personsreceivingretirementbenefits
have reduced the penalty on continuedwork to increase incentives for people
to work and to make continuedpension contributions after having started re
ceivingbenefits.

Despite governmentefforts to encouragepeople to work longer, there is
a trend towardsever earlier retirementin Europe,as in the United States.Gen
erous public pensions together with high unemployment in many European
countries have increased the appeal of early retirement and expanding em
ploymentopportunities for youngerpeople. In France, for example,during the
1970s,there was a large increase in the specificallowancefor people aged 65
years or over,which guaranteeda minimumlevel of income for older people.
Manypeopleat aboutage 60 havebenefitedfrompre-retirementcontractswith
good financial conditions. In addition, the proportion of retired women who
receivetheirownpensionhas increased. Currently, the mean incomeper capita
is higher for retired persons than for people aged 20-59 (Hourriezand Legris,
1995). In fact, in some countries,ageing people are even encouragedto retire
early. Becauseof high unemployment, there is still an activepolicy of sending
people into retirement earlier. Governments subsidize businesses for retiring
older people and replacing them with younger workers. They subsidize the
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difference between full retirement benefits and the reduced benefits, for people
who retire earlier.

Some Governments and businesses are already trying to adapt to a labour
market in which many new jobs will have to be filled with retrained older
workers instead ofnewly trained young ones. They are considering introducing
"lifelong learning" policies to help older workers keep up with the increasing
demands of the economy. A lifelong learning approach would have an impact
on the labour market. For example, the pattern of working throughout the life
cycle would be modified, since more time would be devoted to learning at all
ages and workers would retire later. Some countries have already taken active
measures in this direction. The United Kingdom has raised the maximum age
ofaccess to its "Training for Work" programme from 59 to 63 years (Whitting
and others, 1995). In Japan, different subsidies have been introduced to em
ployers who extend the employment of workers until age 65, or who maintain
a specified minimum proportion of older workers (Organisation for Economic
Cooperation and Development, 1995). In France and Germany, wage subsidies
to encourage hiring older workers also exist (Whitting and others, 1995).

A number of Governments are going further and trying to introduce
greater flexibility and mobility. Workers over age 65 are healthier and more
educated than, for example, 30 years ago and can use their expertise and con
tribute intellectually. There are many people who do not want to retire but
would prefer a more flexible organization of work. Germany, for example, is
moving in this direction and looking for appropriate work organization and
options for gradual transition to retirement. Other Governments have adopted
a national policy ofreducing the average workweek. This measure will provide
workers with more time for the family, and a healthier life, and may lead to
longer working years. France has recently had a campaign to cap the work
week at 35 hours (Peterson, 1999), though with the original intention ofcreat
ing more employment opportunities for youth. Given the large international
disparity in work habits, there is ample room for change in many countries.
Average manufacturing work-hours in the United States are 20 per cent longer
than in France; in Japan, they are 40 per cent longer than in Sweden (Peterson,
1999). Time is worth a lot more than money to many workers. In a recent na
tional survey of the United States (by a Harris Poll that was commissioned by
Fleet Boston Financial), by a margin of almost two to one, respondents said
they would rather have more time off than be paid more money. According to
the Bureau of Labor Statistics, the average employee works almost two more
hours a week than in 1982. Over the same period, the proportion of married
couples whose members both work has risen to 47 from 39 per cent, putting
even more time pressure on families.

Governments can change retirement ages as a strategy to cope with labour
shortages, but the role of the State in deciding when people retire is declining,
and what really matters are the employment policies of transnational corpora
tions. Currently, in the United States, businesses have begun to discover the
value of hiring or retraining older workers. Those placements have been for
specialized high-income as well as low-income jobs. The tight labour mar
ket, which has created intense competition for qualified employees at every
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level, is a new reality conditioned by intensive technological progress as well
as shrinking numbers of young workers. Indeed.members of the baby-boom
generation are approaching age 55 and soon will reach retirement age. They
are healthier than their parents, and will live longer. Recent surveys by Fortune
magazine and the American Association ofRetired Persons (AARP) found that
74-80 per cent of them expect to still be working in retirement. A Harris Poll
estimated that there are 4 million people over age 65 in the United States who
would like to be working. People over age 65 could work at temporary jobs, or
at home, using the Internet; moreover, companies 'would have a workforce that
did not require office space, fixed salaries, pensions or health-care insurance.

Traditional biases of the recent past against older workers-that they are
slow, less motivated than younger people, and technologically deficient-are
gradually disappearing. A survey by Louis Harris pollsters of the human re
source directors at some 800 American companies showed that 80 per cent
of them agreed that there was less turnover among older workers than among
younger ones; 74 per cent said that older workers had as much ability as
younger workers in' acquiring new skills; 62 per cent agreed that younger
workers were actually less creative and less innovative than older workers;
and 80 per cent said that younger workers had more absenteeism. Still, as a
cost-saving mechanism, older workers are being let go because they are paid
more than younger ones.

Some countries, such as Italy, Germany and the Republic of Korea, are
trying to get working-age people to work in greater numbers, especially young
adults and women. The French Government in the last decade started to imple
ment measures to provide temporary jobs and part-time jobs, and to encourage
enterprises to employ young people at lower salaries. The Italian Government
also intends to alleviate increasing ageing costs without changing the social secu
rity system through a number ofmeasures to increase employment of the youth.
In the Republic of Korea, many highly educated women still become house
wives instead of getting a job because ofgender discrimination; the Government
is working to create a more favourable working environment for women.

The Republic of Korea has experienced labour shortages of production
workers, and especially ofunskilled workers. In response, the Government has
followed a policy of gradually phasing out low value added labour-intensive
industries in favour ofmore capital-intensive industries. Also, the Government
adopted-the Employment Insurance system in 1995 as a way of solving the
problems connected with unemployment and on-the-jobtraining through offer
ing job placement services, vocational training, and employment promotion
programmes to unemployed workers. To solve the issue of shortages of skilled
workers, economists in the Republic ofKorea have proposed building flexible
production systems and increasing investment for training multi-skilled work
ers. They also have emphasized the importance of on-the-job training ofwork
ers, and especially oflearning from older, more experienced workers.

Past efforts of the Government with respect to older persons' employ
ment (focused mainly on introducing various laws and regulations) halve had
limited success. Some employers, for example, prefer to pay fines rather than
to employ the stipulated number of the elderly. Therefore, the Government
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intends to initiate stronger measuresto enable a greaterportion of the healthy
and activeelderlypopulationto continueworking,and to retrainolderworkers
so that they can take up new occupations and cope with rapid technological
change. In addition, in order to augment the labour supply, the Governmentis
makingefforts to further increase femaleparticipationin the labour force, es
pecially in higher-skilled and better-paidjobs; and to support and complement
privateefforts to provide childcarefacilitiesfor female employees.

Health and long-term carepolicies

Policiesto improveolderpeople's healthandwell-beingvaryaccordingto
the particular country's economic, epidemiological, demographic, infrastruc
tural and cultural conditionsthat influence the feasibilityand effectiveness of
public-healthinterventions. Most developedcountries are experimenting with
home health benefits. The Italian Government is now increasing both home
care and day hospital care, in order to avoid the institutionalization of older
persons,particularlythose with physicalor mentalproblems.It also intends to
allow deductions for nurses and home health workers. The German Govern
ment has set up a separateagency with its own payroll tax revenue to provide
long-termcare benefits, and Japan intendsto do somethingsimilar.

The United Kingdom published a Green Paper entitled "Our Healthier
Nation" in 1998, setting out proposals for a new health strategy for England.
It has two aims: to improvethe health of the populationas a whole by increas
ing the length of people's lives and the number of years free from illness; and
to improve the health of the worst off and to narrow the health gap. To suc
ceed,the strategywill needactionat all levels-government, localand individ
ual. The strategyproposesnational targets on reducing deaths from particular
causes.For each target, a nationalcontractwill suggestwhat each level can do
to improve people's health. The strategy identifies three key settings for ac
tion: healthyschools,healthyworkplaces and healthyneighbourhoods. Health
ImpactAssessments will monitor the effect on health of appropriatepolicies
across levelsof government.

An important policy direction of many Governments is the promotion
of communityparticipationin older people's health-care and social services.
SomeGovernments encourageolderpersons to take responsibility for becom
ing the principal promotersof their own health. There is a rising tendency on
the part of Governments to emphasize the role of the family in informal care
in contrastwith more formaland institutionalized care (United Nations, Inter
nationalInstituteon Ageing, 1999). The trend towards shiftingresponsibilities
from public support systemsback to the family has increasedthe demand put
on informalcaregivers. Women are often caught in the middle of the needs of
their childrenand their ageingparents.Furthermore, sincewomen are increas
ingly entering the labour market, they have to cope with the double or triple
burdensof caregiving, householdwork, and the needs of their familiesand the

.workplace.
In Germany, the family is regardedas the source of help of firstrecourse,

and assistance is available from the welfare State only where that has failed.
The responsibility of families, furthermore, is encoded in laws. In Austria, a
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"new old age policy" aims at a holistic intergenerational approach, which is to
meet the need for social participation by the older as much as by the young
er people. Priority is given to strengthening and extending intergenerational
solidarity. Family members who provide long-term care to disabled or elderly
family members and give up their job for this reason have the employer's share
of the pension insurance paid from public funds, which reduces their perlsion
insurance payments by about half. With the growing need for medical, social
and nursing care, especially by the oldest old, and with the rise in the number
of women holding full-time jobs, older people will have to make greater use
of professional services in the future. The long-term care benefit provides the
financial basis that allows people to have an independent life for as 10I).g as
possible. Special support given to those who provide long-term care to the
oldest old within the family is crucial, both to ensure the well-being ofwomen
(and some men) who provide care, and to meet the needs ofolder persons who
depend upon care.

Some other developed countries have also introduced care insurance
schemes, which compensate caregivers for the work they do. Finland, France
and Sweden are willing to see caring as a form of work, and possibly as a
form of paid work. The Governments of Canada and the United Kingdom are
promoting an equal sharing of caregiving responsibilities between met). and
women and a better reconciliation of working and caregiving responsibilities.
The Australian Government has passed a number of amendments to existing
legislation to address discrimination on the grounds of family responsibilities,
and to promote adoption of family-friendly employment practices that assist
workers in successfully balancing their employment and family responsibili
ties. The amendments involve insertion of a provision for the Australian In
dustrial Relations Commission to determine standards for leave to care for
sick family members. It allows employees to use their own sick leave to care
for ill family members. It also allows employers and employees to negotiate
more flexible access to up to one week's annual leave, to be taken in single
days, make-up time arrangements, and unpaid leave. The Government has
been working with caregivers to improve assistance through such measures as
the income-tested Careers Pension and the Domiciliary Nursing Home Benefit,
which provide assistance for people caring at home for those with nursing
home-level care needs.

Although almost all industrialized countries provide old-age pensions for
their elderly populations, most countries have shown considerable reluctance
to pay cash benefits to the relatives who care for elderly or handicapped fam
ily members through the social security system. Australia, Canada and Swe
den have cash payments for care providers, though the means or income tests
applied to establish eligibility are tight. Germany is one of a few countries
that have introduced a long-term care insurance programme targeted at the
elderly and the chronically disabled. It provides to eligible persons medical
and custodial care, either at home or in recognized institutions. For home care,
the disabled person may choose to receive a cash benefit and to pay a family
member for services provided, or alternatively to receive these services from a
community-based system.
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III. POLICY INTERVENTIONS ADDRESSING THE DETERMINANTS OF
POPULATION DECLINE AND POPULATION AGEING

A. Fertility policies

The steepness of the fertility decline determines the speed of the age
ing process; it has been occurring fastest in Eastern Asia and in Southern and
Eastern Europe. The pace ofchange is critical to the development of appropri
ate responses. Some Governments make direct or indirect policy interventions
aimed at increasing fertility, though the measures applied to increase fertility
had often only temporary effects. Other Governments try only to ease adapta
tion to the new circumstances. Only recently, some Governments have started
to take multiple and more comprehensive actions to increase fertility, although
these sometimes involve enormous costs. In additiort, Governments have be
gun to realize the importance of removing existing obstacles to childbearing
and child-rearing. This is certainly feasible, and there is considerable potential
for it in many countries.

In 1999, two thirds of Governments worldwide had policies to modify the
level of fertility. Thirteen per cent had policies aimed at raising fertility, and
9 per cent had policies aimed at maintaining the current level of fertility,
while 45 per cent still had policies aimed at lowering fertility. It is worth noting
that a Government's view of its level offertility as too low or too high does not
necessarily mean that a policy has been formulated to alter the level. A number
of Governments, for example, that consider their level of fertility to be too
low (Bosnia and Herzegovina, Estonia, France, Germany, Greece, Italy, Japan,
Portugal, Spain and Switzerland) do not intervene to affect the fertility level.
Among the eight countries considered, France, which consistently had a policy
to raise fertility, and the Republic of Korea, which had, in 1993,a policy to
maintain fertility, have both shifted to a policy ofnon-intervention, joining the
other five countries in the group. In contrast, the Russian Federation has shifted
its policy from no intervention to a policy to raise fertility (see table 13).

Some European countries have centred on helping families and working
mothers by government-subsidized education and housing, and giving tax re
ductions according to the number of children. In the Scandinavian countries,
for example, Sweden has been working for decades to identify and solidify
policy interventions to reduce gender differences and enable both women and
men to combine productive and reproductive lives, together or alone. Norway
was one ofthe few developed countries not projected to experience fertility de
cline over the next 50 years. Over the past decade, the TFR has remained close
to replacement level. The Government's "family-friendly" policies, aimed at
both men and women, included: one year ofparental leave with pay after each
birth, at least one month of which had to be taken by the father; arrangements
for reduced or flexible work hours for parents; and child allowances. It is not
surprising that Scandinavian fertility has risen to levels somewhat above those
prevailing elsewhere in Europe, However, even in these countries, more pro
found structural factors had contributed to restraining the rise of fertility to a
higher level, including the persistence of gender inequalities that were
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TABLE 13. GOVERNMENT POLICIES ON FERTILITY IN EIGHT COUNTRIES, 1976-1999

Republica! Russian United United
Year France Germany Italy Japan Korea Federation Kingdom States

1976 ................... Raise No inter- No inter- No inter- Lower Maintain No inter- No inter-
vention vention vention vention vention

1983 ................... Raise No inter- No inter- No inter- Lower Raise No inter- No inter-
VI

vention vention vention vention vention00

1993 ................... Raise No inter- No inter- No inter- Maintain No inter- No inter- No inter-
vention vention vention vention vention vention

1999 ................... No inter- No inter- No inter- No inter- No inter- Raise No inter- No inter-
vention vention vention vention vention vention vention

Source: Population Policy Data Bank maintained by the Population Division of the United Nations Secretariat.



entrenched in the overall social dynamics of a post-industrialized affluent
society, and were not easy to change within democratic political systems. In
Sweden, the educational campaign encouraging fathers to stay at home with
their children was effective. Similar to those made by the Scandinavian coun
tries, the Government of the Netherlands has made many recent strides in the
areas of family-formation policy and addressing the problem of ageing and
gender. It considers that it is now important to move away from an exclusive
focus on the role of women and to include men, thus emphasizing a more
couple-oriented approach. In that regard, the Government has developed sev
eral policy measures to guarantee men's involvement in childcare and child
rearing responsibilities.

The Government of France has had a family policy for several decades,
more pronatalist than many other developed countries (with allowances in
creasing with the number of children and decreasing with the age of the chil
dren) (Bradshaw and others, 1993). The Government's 1997 decision that the
family allowances were to become means-tested has brought the family policy
once again to the centre of social and political debate. There are many facilities
that enable women to continue working when they become mothers (mater
nity leave, part-time jobs and nursery schools). The labour-participation rate in
France for women aged 25-49 is one of the highest in Europe; indeed, it was
already 76 per cent in 1988. However, the proportion of working women em
ployed part-time in 1992 was 24 per cent, which was lower than in t~e United
Kingdom (45 per cent) and in Germany (31 per cent). However, temporary
work is increasing in France, and 8 per cent of working women and 1per cent
of working men in 1994 had a temporary contract, a government-assisted job,
paid training or a "non-standard" contract (Institut National de la Statistique et
des Etudes Economiques, 1995).

At the same time, beginning in the 1980s, the relative economic situa
tion of young adults became more difficult. It is reflected in the higher unem
ployment rate of people aged 15-29, which was recently about 20 per cent, as
against 10 per cent for the active population over age 30. Overall inequality has
been on the increase, partially owing to the emergence of underemployment,
and of government-assisted jobs, often paid under the minimum legal level for
wages (Toulemon, 1998). In France, as in a number of other European coun
tries, the proportion of married people has decreased. Cohabitation without
marriage has been becoming a lifestyle and a common type of union among
young people. In addition, more and more young people live with their parents
or relatives and remain unmarried. .

The family policy of the German Government is devoted to ~reating a
framework in which families enjoy the freedom to have and raise children as
they see fit. The promotion of family planning activities is designed' to enable
young couples to determine for themselves when they want to have children.
The Government introduced a child-raising allowance and child-raising leave
to enable the parents to reconcile their child-raising duties with gainful em
ployment. Since 1996, single parents bringing up at least one child and married
couples with at least two children could deduct from their income, fqr tax pur
poses, the costs of household help. Since 1997, the monthly family ~llowance
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for the first and the second child and the annual tax abatement for dependent
children were raised.

Recently, the family-related measures of tax law and transfer law have
been supplemented and further developed. In the case of the equalization of
family benefits and the promotion of homeownership, they have been basi
cally reformed. In their entirety, these measures constitute an essential and
effective contribution to helping families in raising children. New regulations
of the Reform Law of the Childhood Law came into effect in 1998, removing
any legal differences between children born in and out ofwedlock. To equalize
the burdens of families, the child allowance for the first and second child was
increased. The Supreme Constitutional Court instructed the legislature to intro
duce stronger fiscal relief measures for families, and in particular to grant all
families additional tax-free allowances for raising children, to be implemented
not later than early 2000. Before 2002, married couples with children should
receive the same tax-free allowance for household management, which is cur
rently granted only to a non-married parent.

In Italy, the Government has not been able to keep pace with a rapid in
crease in jobs for women in terms oflegislation, facilities and the organization
of work and services to cater to the new position of women. In addition.fam
ily allowances for children have practically disappeared, while the economic
cost of children has become much higher. The structure of the welfare State
has provided strong incentives to couples with very few or no children, while
families with children experienced an extra tax burden. Only recently, the Gov
ernment has become concerned with the problems the country is facing due to
the very low fertility rate (Golini, 2000). Currently, the Italian Government
gives priority to the implementation of social transfers in favour of children
and youth, and of interventions in favour of families.

Throughout Eastern Europe, with political collapse and economic uncer
tainty, many women almost immediately stopped having children or decided
to delay motherhood. Real incomes have declined in the region and are only
slowly recovering, with larger gaps between rich and poor. At the same time,
Governments have cut back support for families with children, while services
such as day-care centres have been privatized or have become more expensive.
The demographic behaviour of the population in countries of Eastern Europe
experienced a marked change after 1990 owing to major societal shifts. A big
shock has been the emergence ofunemployment, accompanied by a decline in
social and family services. This contributed to a dramatic decrease in fertility
rates in the mid-l 990s. In response, some Governments have recently adopted
a family policy aimed at consolidating women's roles as mothers and workers.

In the Russian Federation, where the number of marriages has declined
and the number of divorces has risen, the TFR declined from 2.1 children per
woman in 1985-1990 to 1.3 children per woman in 1995-2000. The Govern
ment has taken measures to strengthen the family as an institution as well as
to protect mothers and children. Currently, the Russian Federation has a State
policy that addresses the needs of women, children and families with a focus
on replacing State paternalism with the principle of partnership and equal rep
resentation. The Government has created a national action plan for women.
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A Family Code was adopted in 1995, which established norms in the area of
family life, marriage protection, and the rights of children and orphans, and
also ensured access to basic educational tools and facilities. Maternity leave
has been extended and the number of women examined early in ~regnancy
has been increasing. Grants given to children and to women who took after
children have been increased.

Since the 1960s, the Government of the Republic of Korea has imple
mented a successful family planning programme, with a view to breaking the
"vicious cycle" of poverty caused by high population growth and low eco
nomic development. In the 1980s, however, as population growth slowed and
the economy blossomed, new problems appeared, such as the disintegration of
the family and population ageing. In response, the Govemment established its
''New Population Policy" in 1996. The main concerns of the national family
planning programmewere shifted from the past policy of fertility reduction to
a qualitative approach-the enhancement of quality of life and welfare serv
ices for the people. Among the directions of the New Population Policy are the
maintenance of a balanced sex ratio through improvement of women's social
status and gender equality, and a reduction in induced abortion.

In Japan, although opportunities for women in the workplace continue
to be limited, they have more freedom to hold careers and thus have become
more economically independent. As a result, more are choosing careers over
marriage and parenting. The proportion never married in the female population
of Japan has risen conspicuously since the mid-1970s, and continues to rise.
Among women aged 25-29, it has more than doubled in two decades (1975
1995) (Kaneko, 2000). Other factors such as the cost of education and the lack
of day-care centres and small homes in the cities are problems discouraging
many young couples from raising large families. The Government has adopted
a number of measures in response to the trend of the country's falling fertility
rate. The Angel Plan for children was formulated along with the Gold Plan for
the elderly several years ago. Thus, the measures to cope with the 'two inter
related demographic trends (ageing and the trend towards fewer children) have
become a policy agenda (Kojima, 2000). Among other steps taken were the
enactment of the Basic Law for a Gender-Equal Society, the reinforcement
of the Equal Employment Opportunity Law, and the improvement of public
childcare support systems. Actions such as these contributed to securing equal
treatment for women and men in the area of employment and ensured that
women would be more fully able to realize their potential. In addition, many
Japanese companies provide financial gifts for first and second children. Some
companies have begun offering a much higher financial bonus to any employee
celebrating the birth of their third or later child.

B. Mortality crisis in countries ofEastern Europe and the former USSR

With fertility being near-constant, the extent of ageing and population
growth will be determined by mortality shifts. The future of mortality rates
is unknown. Will the very large increases in expectations of life that have oc
curred in the past quarter-century continue? Or will they reverse?
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Recently, mortality rates have increased in large parts of the European re
gion, which includes the Russian Federation and the European successor parts
of the former Union of Soviet Socialist Republics (USSR). The Russian Fed
eration's population is dropping by almost 1 million per year not just because
of very low fertility, but also because of sharply higher levels ofmortality. The
low life expectancy in these countries is due to a number of factors such as
stress, pollution, malnutrition and the reappearance of epidemic diseases such
as diphtheria and cholera. Among conditions currently of major concern from
the standpoint of health policy are infectious and parasitic diseases, acquired
immunodeficiency syndrome (AIDS), syphilis, circulatory diseases, and 'high
levels of morbidity related to accidents, injuries and poisoning. Thousands of
persons die every day in the Russian Federation from the consumption of'low
quality alcohol. The quality of many food products has deteriorated as well.

In the Russian Federation, as in some other countries of Eastern Europe
and the former USSR, the Government is particularly concerned with rising
mortality among males in the economically active ages: in the Russian Fed
eration, male mortality is four to five times as high as female mortality. The
Russian Federation has the lowest life expectancy for males among developed
countries and the largest disparity in the world between male and female life
expectancy, which recently was 13.5 years.

The current health situation in these countries has been adversely af
fected by the complex economic situation. The material base of the health sec
tor is obsolete and health-care services have deteriorated sharply. Durin~ the
transition period, these countries have come up against the problem of large
scale poverty and growing social stratification. Difficulties exist in providing
adequate social protection and health care because of structural changes in
those sectors and widespread disruption of supplies of medical equipment and
medicine. Many medical research centres have been left without proper finan
cial support.

The Russian Government has attempted to reform the health-care sector
through privatization and promoting the private medical sector. Since 1993,
the Russian Federation has been undergoing a transition from universal free
medical services to a public-health system based on compulsory and voluntary
insurance. One of the main goals of reform is to establish compulsory health
insurance financed through taxes and operated by both the State and the private
sector. In 1997, the Government adopted a programme of action for overcom
ing the existing demographic crisis in the country. Policy on health, morbidity
and mortality has been further developed in recent years in several decisions
of the Government: on "The concept of improvement of the status of women
in the Russian Federation", "The Plan of Action for the improvement of the
status of children in the Russian Federation in 1995-1997" and "The national
plan ofaction for the improvement of the status ofwomen and enhancement of
their role in society till 2000"; and the Decree of the President of the Russian
Federation on "The extension of the President's Programme: children of the
Russian Federation".
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C. Migration policies

Permanentmigrationpolicies

The current policies of most countries are not favourable towards perma
nent migration. Those countries that accept permanent migrants have become
increasingly selective in deciding which types of immigrants to admit. A char
acteristic policy of many developed countries has been to restrain migration.
Moreover, until recently, ageing has not triggered any change in restrictive
policies. Among the 56 countries with below replacement level fertility, only
3 countries (Singapore, the Republic of Moldova and the Russian Federation)
reported that they had a policy to raise immigration, 46 per cent (26 coun
tries) had a policy to maintain it and 32 per cent (18 countries) had a policy
to lower immigration, while 16 per cent (9 countries) reported a policy of no
intervention (see table 5). In 1999, of the eight selected countries, with the
exception of the Russian Federation, which seeks to increase the inflow of
former compatriots, emigrants, and migrant-investors, four countries-Italy,
Japan, the Republic of Korea and the United States-had a policy to maintain
and three other countries-s-France, Germany and the United Kingdom-had a
policy to lower permanent immigration (see tables 9 and 14). Views and poli
cies ofthese countries on emigration are given in tables 15 and 16.

The immigration policies in the traditional countries of immigration, Aus
tralia, Canada, New Zealand and the United States, have changed over the years
and continue to evolve. Their policies also have a tendency towards greater
selectivity and increased emphasis on economic needs and conditions in the re
ceiving country. Higher priority is being given to skilled, educated immigrants;
fewer slots are available for unskilled workers. Even in the family reunification
category, employability is becoming a more important consideration.

In a number ofcountries, especially in Europe, foreigners have been per
mitted to bring family members to join them in the host country, and they have
established communities and ethnic networks, but most are not allowed full
participation in the social and political life of the host country. Another type
of permanent migration consists of repatriation of certain foreign residents
who emigrated at some earlier time. The descendants of these emigrants may
qualify for admission. Among the countries that accept immigrants according
to ethnic origin are Germany, Italy and Japan. A final category ofpermanent
migrants consists of investors, or business immigrants, who bring capital to the
country of destination. Programmes in most traditional countries qf immigra
tion seek to attract investors and entrepreneurs, provided that they meet finan
cial requirements and establish businesses that create jobs for native workers.

In the 1990s, all the countries that traditionally receive immigrants made
adjustments in their immigration policies, often as a response to the popular
perception that immigrants are a net cost to the receiving society. Most of the
changes have reinforced the tendency to limit immigrant intakes. Some coun
tries have imposed more selective admissions criteria, while others have ad
dressed qualifications for family reunification, either by limiting the categories
ofeligible relatives or by requiring family sponsors to accept more responsibil
ity for their immigrating relatives.
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TABLE 14. GoVERNMENT POLICmS ONIMMIGRATION INEIGHT COUNTRIES, 1976-1999

Republico! Russian United United
Year France Germany Italy Japan Korea Federation Kingdom States

1976 .................. Maintain Maintain Maintain Maintain Maintain Maintain Lower Maintain
1983................... Lower Lower Raise Maintain Maintain Maintain Lower Maintain
1993 .................. Lower Lower Maintain Maintain Lower Lower Lower Maintain
1999 .................. Lower Lower Maintain Maintain Maintain Raise Lower Maintain

Source: Population Policy Data Bank maintainedby the Population Division of the United Nations Secretariat.

TABLE 15. GoVERNMENT VIEWS OFEMIGRATION LEVEL INEIGHT COUNTRIES, 1976-1999

Republico! Russian United United
Year France Germany Italy Japan Korea Federation Kingdom States

1976................... Satisfactory Satisfactory Too high Satisfactory Too low Satisfactory Satisfactory Satisfactory
1983................... Satisfactory Satisfactory Satisfactory Too low Too low Satisfactory Satisfactory Satisfactory
1993 .................. Satisfactory Satisfactory Satisfactory Satisfactory Too low Too high Satisfactory Satisfactory
1999................... Satisfactory Satisfactory Satisfactory Satisfactory Satisfactory Satisfactory Satisfactory Satisfactory

Source: Population Policy Data Bank maintainedby the Population Division of the United Nations Secretariat.



TABLE 16. GOVERNMENT POLICIES ONEMIGRATION INEIGHT COUNTRIES, 1976-1999

Republico! Russian United United
Year France Germany Italy Japan Korea Federation Kingdom States

1976.................... Maintain Maintain Lower Maintain Raise Maintain Maintain Maintain
1983.................... Maintain Maintain Lower Raise Raise Maintain Maintain Maintain

0\ 1993.................... Maintain No inter- No inter- No inter- Raise Lower No inter- No inter-
Vl vention vention vention vention vention

1999.................... Raise No inter- No inter- No inter- Maintain No inter- No inter- No inter-
vention vention vention vention vention vention

Source: Population Policy Data Bank maintained by the Population Division of the United Nations Secretariat.



Germany, like many other European countries, does not pursue a policy
aimed at the permanent settlement of foreigners. When the federal Govern
ment started to recruit foreign workers in 1955, all persons concerned assumed
that the workers would stay for a limited period of time. However, the Gov
ernment realized that many foreigners intended to stay in the country perma
nently. In 1973, the Federation and the federal Lander decided that, as a rule,
the recruitment of foreign workers was to be discontinued. In 1981, the federal
Cabinet decided to prevent the further immigration ofnon-EU nationals. When
the asylum compromise was reached in 1992, the parliamentary groups agreed
that ways oflimiting and controlling immigration should be considered nation
ally and that negotiations regarding immigration should be continued on the
European level.

German policy towards ethnic Germans has also changed significantly.
Before 1990, their home Governments were urged to let ethnic Germans emi
grate. In the 1990s, the ethnic Germans have been given assistance so they can
remain where they are. Eligibility to return has been narrowed several times.
In 1993, an annual quota of 220,000 a year was introduced, and only ethnic
Germans from the former USSR were presumed to have been persecuted be
cause of their German heritage; ethnic Germans from other countries would
have to prove persecution individually. In 1996, a German language test was
introduced as a measure of German identity, with no possibility of repeating
the test. One reason for tightening restrictions on the arrival ofethnic Germans
was the perception that the 1990s arrivals were not "sufficiently German" and
were likely to have difficulty integrating into Germany. Unemployment rates
that were often as high as those of foreign guest workers led some Germans to
consider ethnic Germans to be difficult-to-integrate foreigners.

Very recently, some countries have come to realize the significance of
attracting immigrants to offset the effects of an ageing population, low birth
rate and shrinking workforce. Some Governments have introduced: policies
to increase the inflow of skilled workers. The French Government wishes to
increase the inflow ofqualified migrants, particularly in the scientific, cultural
and technological fields. The German Government wishes to increase the in
flow of students. The policy of the Government of the United Kingdom on
immigration is also to welcome students and, in addition, to support family life
by admitting the spouses and minor dependent children ofthose already settled
in the United Kingdom.

The Government may also relax immigration rules for some immigrants.
Under current rules, foreigners must buy a British company for at least200,000
pounds (£) which they will actively manage, or must invest £ 1 million, in or
der to reside in Great Britain. The Government is considering implementing a
limited version of the Canadian points system. The Canadian system awards
points for occupation, education and knowledge of English and French; some
foreigners can immigrate even if they do not have a job offer from a Canadian
employer. The Government of the United Kingdom believes that the system is
fairer than the American green card system (Burrell, 2000).

To address the problem of ageing, the Canadian Government has set an
ambitious target of 300,000 immigrants a year, a 50 per cent increase from
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the current level. The new legislation to make it easier for immigrants to en
ter Canada is expected to pass this year. It would drop the "occupations list",
which awards points to immigrants with specific skills. The changes would put
a higher premium on family reunification by increasing the dependent children
category to include youths as old as 22 (the current limit is age 19). The Gov
ernment is also promoting a proposal that would give each Canadian a one-time
"free pass" card to sponsor any blood relative, no matter how far removed on
the family tree. Some Canadian provinces that are in particular need of work
ers are making use of the 1998 measures that let provinces accept immigrants
based on local needs even if the applicants do not meet the federal test.

Labour migration policies

In 1999, of the eight countries considered, only Italy had a policy to raise
the entry ofpersons on non-permanent work permits; six others-France, Japan,
the Republic of Korea, the Russian Federation, the United Kingdom and the
United States-had a policy to maintain the flow, while Germany had a policy
to lower the entry of persons on work permits as well as their dependants.
Six countries in the group had a policy to maintain the entry of dependants of
persons on work permits, while the Russian Federation had a policy of non
intervention (see table 9).

Major policy issues in the area of labour migration in the 1990s included
controlling the number of immigrants admitted as foreign workers and ensur
ing that contract workers returned to their home countries after the expiration
of their contracts. Short of integration efforts, protecting the rights of migrant
workers has also been a major policy concern. Policy considerations in coun
tries ofboth origin and destination are weighed heavily against the cost-benefit
analyses of importing and exporting labour. Recourse to temporary foreign
workers is designed to meet immediate manpower shortages related to specific
activities. In certain countries, this type ofmigration serves as a means ofcoun
teracting undocumented migration, with its accompanying integration costs.

For receiving countries, the benefits ofunskilled and semi-skilled foreign
labour that fills dirty, dangerous, demanding and low-paying jobs, often un
wanted by the local population, are offset by some costs. In sending countries,
the benefits-potential knowledge transfer and remittances-are weighed
against the numerous costs-particularly the brain drain. Indeed, the drain of
students and highly educated individuals may compromise the establishment
of an intellectual and research pool in the sending country.

In EU, an immigration plan has been proposed that would open a labour
migration channel with the goal of reducing the number of asylum-seekers:
countries could decide whether to accept labour migrants as workers or as
immigrants. All labour migrants would have to have identity papers and work
contracts with EU employers who paid taxes on their wages. It is believed that
an active immigration policy could reduce the number of asylum-seekers and
illegal refugees (Smith, 2000). EU has prepared an expansive family unifica
tion regulation that would recommend that member States permit spouses and
minor children to join settled foreigners abroad after one year's residence, as
well as grandparents, aunts and uncles in some cases.
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i In Germany, high illegal employment has disturbed the order in the labour
market and thus has been an obstacle to the improvement of the employment
si*ation of the unemployed. Therefore, apart from sanctions against illegal
wcrkers themselves, there are above all a wide range of sanctions against ~m
plqyers who illegally employ workers. Recently, an Immigration Commission
ha~ been established to introduce an "active immigration policy" in order to
hate greater control over those entering the country (Atkins, 2000). The Gov
etent would like to give immigration a predictable form and favour tli.'ose
im igrants who can make a contribution to the economy rather than be a bur-
de, on the taxpayers. •

i Chancellor Schroeder announced this year that his Government intends
to issue special work permits (green cards) to computer specialists from Asia
a~' Eastern Europe to ease the shortage of such specialists in German industry,
wile the country still had more than 4 million people unemployed. Business
Ie ders claim that there are about 75,000 vacancies in the information techn.ol
o (IT) sector that cannot be filled with specialists available on the German
or EU labour market. The Government intends to start by giving work permits
totP to 30,000 foreign specialists from EU member countries, with contracts
Ii ited to a period between three and six years. The Government planned to
is e five-year residence and work permits for foreign computer profession
al arriving in Germany, so that a foreigner could change jobs and remain in
G rmany. However, some states announced that foreigner computer specialists
th~re would receive "blue cards" which would link the duration of their resi-
dehce permits to their work contracts (Associated Press, 2000). .

i In Italy, although the unemployment rate is 11 per cent, the Government
be ieves that all conditions exist for the country to increase the quota oflim
m grants. This perception is based on the fact that the country needs a labour
fo ce and its population is growing old very rapidly. Italy granted legal status
to 56,500 unauthorized foreigners in 1999 after they found an employer to
pr vide them with a formal sector job, or found a sponsor to provide them
wi h housing and at least $3,000 a month in support. The quota for.2000 is
63,000 regularizations, and it was reached already in June 2000. The Italian
Plfliament, under pressure from northern Italian businesses complaining of
liour shortages, is expected to increase that number by another 30,000. Some
p liticians assert that Italy needs immigration, and should accept immigrants
vi front-door legal immigration rather than legalize some of the illegals in the
country, Others assert that, ifItaly does not open the door wider to legal immi
grants, it will be strengthening the hand of smugglers and traffickers. Finally,
ri~htist opposition parties oppose legal immigration and amnesties, referring to
the amount of crime committed by immigrants (Reuters, 2000).

The policy of the United Kingdom is to grant entry to persons on 1110n
p rmanent work permits and to their dependants who qualify for periods of
w rk. Regarding entry of undocumented or illegal migrants, the Government
ai s to detect and remove those entering or remaining in the United Kingdom
w thout authority and take firm action against those profiting from abuse of the
i igration laws. The United Kingdom intends to resume "economic migra
ti n" this year for the first time since 1971. The immigration Minister declared

I
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that the United Kingdom and Europe must "be ready to think imaginatively
about how migration can meet economic and social needs". The United King
dom Department for Education and Employment's overseas labour division
started advertising a fast-track entry to Great Britain for people with IT and
other specialist skills (Burrell, 2000).

In the Republic of Korea, in 1994, the Government introduced an "in
dustrial trainee system" to fill vacant 3D (dirty, dangerous and difficult) jobs,
under which foreigners come to the Republic of Korea for three years as train
ees. The ruling Millennium Party, over the objections of the Korea Federation
of Small Businesses (KFSB), intends to convert the current system for for
eign trainees into a migrant worker programme. KFSB argues that converting
trainees, who are paid less than the minimum wage, into guest workers would
increase labour costs and reduce their competitiveness. The Government has
released a policy direction report intended to "lay an institutional groundwork
to allow foreigners to work as regular employees". A Committee for Employ
ment ofForeign Workers would be established to regulate the new programme
(Korea Times, 2000; Korea Herald, 2000).

In Japan, with respect to terms of entry and stay of migrant workers (and
their dependants), the Government adopted the Eighth Employment Measures
Basic Plan in 1995. According to this Plan, from the viewpoint of activating
and internationalizing Japanese economy and society, the Government would
give as much consideration as possible to accepting foreign workers in pro
fessional or technical fields. Also, the Government intends to review the ex
amination criteria of qualifications for residence in Japan in accordance with
changes in the economic and social situation. On the other hand, concerning
the acceptance of unskilled workers, there is anxiety that it could exert a wide
range ofeffects on the Japanese economy and society such as pressure on older
Japanese workers, for whom employment opportunities are rather limited; a
new dual structure in the labour market; unemployment as a result ofbusiness
fluctuations; and new social expenses.

Based on these policies, the Government is making an effort to regulate
enterprises employing foreign workers. It is also trying to improve the system
for accepting foreign workers by elaborating and improving systems of em
ployment placement, providing counselling for foreign job seekers in public
employment offices, and providing guidance and assistance to employers in
improving employment management. For workers ofJapanese descent, in par
ticular, the Government is trying to secure proper employment by improving
public employment channels and employment management.

CONCLUSION

The analysis ofgovernment views and policies shows that more and more
countries are concerned with the potential consequences ofpopulation decline
and the significant increase in the population of their older citizens. The re
cent report on replacement migration based on the United Nations estimates
and projections has increased the awareness of Governments of the coming
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cha~lenges in the near and long-term future,namely, that societies could sJlf
fer profound economic, social and political consequences. Governments are
esp~cially concerned with the current and growing potential issues of s01ial
secpnty, health-care costs, and labour shortages. •

Past policies and measures related to population ageing show that demo
graphics were not taken into consideration when economic and social policies
we e formulated, for example, in relation to pension payments or retirem nt
ag . Therefore, some measures taken in this regard have often been incon is
ten and brought results opposite to the countries' interests. For example, m ny
Go ernments desire to increase the retirement age, although the trend has b en
to ards its decreasing. Many countries want to solve ageing issues, but at he
sa e time experience high unemployment. In some countries, the existing ax
b dens have been higher for families with children, in conditions of rapi ly
~~~~ !

Earlier policies are still in place that will make the problem worse; but
aw eness on the part of Governments is increasing and may lead to adj*st
me ts to policies that will improve the situation. Among the current common
adj stments to population ageing have been: gradually increasing the ag~ at
which workers become eligible for retirement benefits (Japan, Germ~Y);
eq alizing retirement ages for men and women by raising the retirement ge
foriwomen (United Kingdom); restricting access to early retirement ben fits
(G rmany, Italy); reducing retirement benefits (Germany, Italy, Japan nd
U 'ted Kingdom); and in.creasing contribution rates (Japan). In addition, s~me
co tries are changing the social security system from pay-as-you-go to c pi
tal zation. They are moving to a greater reliance on advance funding of the

• • I
pe sion promises,

S
Many Governments try to increase incentives for people either to df'lay

ac epting retirement benefits or to continue working at least part-time a er
th y have started to receive them. Also, incentives are offered to companie to
e ploy older workers (France, Germany, Japan, United Kingdom). Gov rn
merits and businesses are trying to adapt to a labour market in which many new
joBs will have to be filled with retrained older workers instead ofnewly trained
yo g ones. They are considering introducing "lifelong learning" policies to
he p older workers keep up with the increasing demands of the economy (<fer
m ny, Republic of Korea, United Kingdom). Seeking a more comprehen~ive

ap roach to the issues, they are also trying to introduce training ofmulti-ski led
w rkers, greater flexibility and mobility, changing job structures, the buil ing
of exibleproduction systems, appropriate work organization and options for
grtdual transition to retirement.

i In the area of health and long-term care, most developed countries! are
experimenting with home health benefits. They try to reduce the cost of older
people's health care by improving home health care. An important policy di
re¢tion of many Governments is the promotion of community participation in
social and health services for older people. Others have also introduced care
in~urance schemes, which compensate caregivers for the work they do. i

I A number of Governments consider it preferable to raise fertility rather
thtn to substantially increase the flow of immigrants. However, previous at-

!
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tempts in this direction were not effective and usually had only a temporary
effect. Survey results in terms ofpreferences regarding the number ofchildren
show that there is a gap between the number of children people want and the
number they actually have, and this gap is even increasing. Obstacles to the
fulfilment of reproductive desires confronted by people should be identified
and removed to permit the expression of existing demand for children. Re
cently, government policies have been shifting to a more comprehensive ap
proach towards the family and fertility. The Governments are becoming more
concerned with enabling parents to have as many children they want, and with
helping them more substantially in raising and educating children.

Among different types of government interventions are fiscal incentives
to have children: child-raising allowances, tax incentives, education subsidies,
housing subsidies etc. Labour-market policies that encourage parenthood in
clude: parental leave for both parents, flexible working hours etc. Social poli
cies that make it easier for parents to combine work and child-rearing duties in
clude: childcare services, pre-school and after-school arrangements etc. Young
people could be helped more by the State as well as by the firms that may be
potential employers. Some Governments also see the importance ofequalizing
gender relations both in the family and at work and, in particular, encouraging
both parents to participate in child-rearing (Norway, Sweden). Moreover, they
also see it as necessary to change the attitude of society towards children, so as
to enhance the value ofchildren.

A number of Governments are turning to international migration to help
stem various negative consequences arising from declines in population size,
especially of the working-age population. A characteristic policy of many de
veloped countries has been to restrain migration and, until recently, ageing
has not triggered any change in restrictive policies. Some Governments and
ED as a whole are shifting towards more open borders and, at the same time,
better regulation, in order to attract immigrants who are more suitable to their
economies, as well as moving towards a more selective approach to accepting
immigration. In ED, an immigration plan has been proposed that would open
a labour migration channel with the goal of reducing the number of asylum
seekers and illegal migrants.

The changing labour market is pushing the developed countries towards
such a change in policies. Recently, some countries have come to realize the
importance of attracting immigrants to offset the effects of an ageing popula
tion, low birth rates and a shrinking workforce and have introduced policies to
increase the inflow of skilled workers, and to use age-related selection criteria
for some categories of immigrants. Immigration is sometimes perceived by
Governments as an easier solution because they can see the results more quickly
and with less cost. However, it is recognized by many Governments that, to
ease the issues of ageing, permanent large immigrant flows would be needed.
Therefore, temporary contract arrangements are being introduced, which may
nonetheless lead to permanent settlement. At the same time, the Governments
are concerned with the issues of integrating large numbers of immigrants. In
many cases, public perception of migration is a critical issue that drives the
government policy.
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I Other Governments prefer to rely more on non-demographic options that
ai~ at attenuating the consequences of ageing, such as increasing produetiv
itj by introducing labour-saving technologies, improving the use of existing
labour resources (particularly, youth, women and older persons) and effecting
b,tter coordination of education and labour demand. !

! Obviously, the various policy measures are as multiple and complex as
th~ issue of ageing itself, which affects all aspects of society and include..sall
stages of human life. Therefore, there cannot be a single solution to the dom
plex issue ofpopulation ageing. In each case, there should be a balanced mix of
different approaches and measures. Clearly, it is necessary to study in greater
detail the factors and consequences of the ageing process in each particular
country, and the effectiveness of current policy measures, and, on this basis,
f~ulate policy recommendations that best fit cultural and socio-econo.•·mic
srmgs. :

I i
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THE INVERSION OF THE AGE PYRAMID AND THE
FUTURE POPULATION DECLINE IN FRANCE:
IMPLICATIONS AND POLICY RESPONSES

Jean-Claude Chesnais"

INTRODUCTION

The demographic landscape is changing dramatically; the industrialized
world is facing unprecedented population trends: extended longevity is combin
ing with low fertility, thus producing a progressive reversal of the age pyramid.

But the notion of"below-replacement" fertility is vague. From a theoreti
cal point of view, it comprises all levels of total fertility rates (TFRs) between
zero (extinction) and 2.1 children per woman (stationarity, or equilibrium).
The impact of the emerging new trends is not familiar, but it is powerful; ifwe
put aside the role of the population momentum inherited from past fertility, a
TFR of 1 (child per woman) is the symmetrical value of a TFR of at least 4
children per woman or, more precisely, of a net reproduction rate (NRR) of 2
surviving daughters per woman. Let us push the argument further: if in some
regions or cities, the TFR drops to 0.5 children per woman and then stabilizes,
the population is subject to a division by 8 after 2 generations; the symmetri
cal value on the demographic scale is a NRR of 4 (that is to say, an average
family size of at least 8 children). The well-known mechanism of population
explosion (multiplication) gives place to a population implosion (division, or
exponential decrease).

The modem fertility decline usually took place from the mid-1960s to
the mid-1970s but it sometimes occurred earlier (Japan) or later (Southern
and Eastern Europe). Since that fall, the fertility level has tended to remain
constant or to decline slowly. Such is the case for France and Germany, for
example, where, contrary to Easterlin's hypothesis' or to the supposed timing
impact, fertility did not recover and, as a consequence, did not describe a cyclic
curve. Short-term fluctuations can exist but they are small and, until now, the
long-term trend seems to be rather linear, structural. No sign of long-standing
upturn has appeared since the 1970s.

The ultimate or "final" value ofthe stabilization level is widely differenti
ated from country to country. Some (few) populations will probably remain
stationary (zero growth) while others could experience a massive decline, or
even be reduced to one half of their size, every 30 years.

- *Instin;tNationald'Etudes Demographiques (!NED),France.
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I. THE FOUR PATTERNS OF BELOW-REPLACEMENT FERTILITY

• At present, with current international data, we can, at least provisionally,
meke a distinction between four patterns of below-replacement fertility de
pe,ding on the stabilization level during the latest stage:

First scenario: 1.8 to 2.1 children per woman. Slightly ins4ffictent
fertility, which can return to replacement level if the population pol
icy is modernized and adapted to the needs ofyoung couples ~n terms
of money, space and time. This is especially true in countries where
surveys show a wide discrepancy between the actual and the desired
number of children. Under this scenario, the number of migrants re
quired (possible labour shortage) is relatively low, and migration will
therefore be easier to master in the long run;

Second scenario: 1.5 to 1.8 children per woman. Strong dearth calling
for a deep revision of the population policy. In the longer term (from
2005 to 2010 onwards), higher risk of labour shortage and reduced
capacity to integrate new immigrants; since the main engine of inte
gration of foreigners is the school, this integration cannot haIwen if a
certain fertility level is not reached among the resident population;

Third scenario: 1.2 to 1.5 children per woman. Heavy and structural
contraction, which digs a deep hole at the base ofthe age pyramidland
consequently compromises the future of the society at large. Limited
chance to secure a return to equilibrium; strong population decline.
The prolongation of such a scenario could imply a massive renewal
ofthe population on the given territory; the resident population is pro
gressively replaced by a continuous and bulky inflow of immigrants;

Fourth scenario: less than 1.2 children per woman. Increasirtgly ifre
quent extreme case, particularly in Southern Europe and in the former
Eastern bloc. A severe amputation of the base of the age pyramid is
taking place in front of our eyes; this vacuum can be aggravated if
fertility remains depressed. Acute and rapid ageing process; deepland
long-lasting migratory dependency, which could be unbearable or un-

I manageable without social tensions.

I To each of these scenarios is associated a given range of reversa.I Of., the
a~ pyramid: the lower the fertility, the narrower the base of the age pyr~id.

i Let us consider the French case. Since the mid-1970s, the TFR has been
at the lowest limit of scenario 1 and the upper limit of scenario 2, but we have
to take into account the magnitude of the fluctuation; in the former time-span,
F nee experienced an intense and long baby boom covering all of the pesiod
1 46-1973. The shift of fertility is important, thus creating a big swing. Helice,
sc nario 2 is more relevant.

We will first examine the demographic consequences of population age
in!, then we will consider the financial, the economic and political impact, and
fitlly envisage policy responses.
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II. THE DEMOGRAPHIC CONSEQUENCES OF AGEING

The first consequence of population ageing is the loss of reproductive
potentia1. The number of women of childbearing age will peak and then de
cline. This number had increased by 40 per cent between 1950 and 1990, then
it reached a maximum of 14 million during the 1990s; a decrease will occur
during the next decades, bringing this figure back to lower values. Let us recall
the latest United Nations population prospects (United Nations, 1999):

The low variant: small and regular fertility decline; the TFR reaches
1.56 in 2005-2010, then remains constant;

The medium variant: regular fertility increase from the present level
(1.71 in the 1990s) to 1.96 in 2015-2020, then stabilization;

The high variant: sustained fertility recovery, bringing the TFR to a
value that does not exist any more in the advanced parts of the world:
2.36 children per woman at the end of the projection period (2030
2050); as mentioned above, we will not use it in our comments.

Of these three fertility assumptions, only two have been envisaged, be
cause they seem more or less realistic now, namely, the medium and the low
variants; the high variant should be used only for the purpose of comparison
or illustration.

Under the first assumption (low variant) the number of women at child
bearing age falls below the threshold of 10 million in 2050 (table 1); this is
below the value of 1950, which was historically very weak because of struc
tural sub-fertility and the adverse impact of the First World War and the Great
Depression on natality. In the middle ofthe twenty-first century, the number of

TABLE 1. POPULATION TRENDS INFRANCE: PAST (1950-2000) AND
PROSPECTIVE (2000-2050)

Indicator

Total population
(millions) ...

Number ofwomen
aged 15-49
(millions) ....

Population aged
60 years or over
(millions). . ..

Median age (years)
Age 60 or over/age

0-24 (ratio) . .

1950 1970 1990 2000

41.8 50.8 56.7 59.1

10.3 12.0 14.1 14.4

6.8 9.2 10.8 12.1
34.5 32.3 34.7 37.6

0.43 0.44 0.54 0.64

2010
A B

59.7 60.6

13.8 13.8

13.9 13.9

40.3 40.8

0.77 0.81

2030
A B

57.8 61.6

11.6 12.4

18.2 18.2
43.6 46.1

1.04 1.30

2050
A B

51.7 59.9

9.5 H.8

18.8 18.8

43.9 49.8

1.12 1.63

Source: World Population Prospects: The 1998 Revision, vol. I, Comprehensive Tables
(United Nations publication, Sales No. E.99.xm.9).

NOTE:A: Low variant: total fertility rate falling from 1.71 children per woman in the 1990s
to 1.56 during the period 2005-2010, then remaining constant. This is a scenario of slight fertility
decrease.

B: Medium variant: total fertility rate rising from 1.71 children per woman in the 1990s to 1.96
during the period 2015-2020, then remaining constant. This is a scenario of slight fertility increase.
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y4ung women should be affected by the influence of the long-lasting depres
sion of fertility levels; ifno change occurs, it should continue to decline.

I Under the second assumption (medium variant)-which, as compared
Wrh the prevailing fertility of the post-transitional period 1973-2000, seems
r er high-the fertility rate increases moderately (table 2).

Whatever the fertility trend, the number of women at childbearing age
will diminish during the coming two or three decades. The shift hasia strong

eaning for the future of the population; the annual number of births cal}fall
b ck to the historically low levels of the pre-war period: about 6od,000 per
y ar, instead of 850,000 per year as during the baby-boom phase. A'spiral of
d cline can eventually emerge and reinforce itself from decade to decade,

Ageing influences vital rates; typically an older population will have not
o ly fewer births but also more deaths. The potential for demographic decline is

eady inscribed in the age distribution: the baby-boom cohorts will age and the
n ber ofdeaths will grow. Negative natural increase will occur by 2020 or so,

d it will continue in an older population, even if fertility moves to around the
r placement level: the small number ofwomen ofreproductive age and the larger
n ber at older ages would still imply fewer births than deaths. Even if'France

es not reflect the bottom pattern described above, the potential for population
d cline will be difficult to reverse: the population momentum is declining below

ity, thus working against any spontaneous recovery. I

Whether European, North American or East Asian, industrialized coun
ies will experience a radical change in the age distribution oftheit popula

ti ns; the classical triangle profile of the age distribution shaped by high mor-
lity and high fertility of the pre-transitional era progressively giveslway to a

p goda shape when fertility comes close to replacement. In a third stage, which
i now beginning, the transformation goes still further. The base of the age
p amid becomes narrower and narrower while the top enlarges. The so-called
p id progressively takes a bonsai-like shape. The corresponding structure
i an inverted pyramid; the contemporary population trends tend to produce a

ore or less profound reversal of the age pyramid.
France is no exception. The demographic weight ofa strong and sustained

b by boom has limited the impact of the fertility depression on the ~Ber of
irths. When the baby-bust cohorts born from 1974 onward reach age 2P-34,

t~is protecting screen will disappear and, other things being equal, the num
er of births could drop by 15 per cent. The history of French population was

ical; the secular fertility decline began one century before the rest of the
est; as a consequence, all through the period 1850-1950, France har th¢ old

st population in the world; the share ofthe elderly was the highest ever seen in
t e history of mankind; the baby boom created a parenthesis, but the ~an$ition

henomenon is resuming. With the ongoing stages ofthe post-transition (much
elow replacement fertility and increased life expectancy), population ageing
ill reach new summits which will be much higher than past ones. I

The process ofpopulation ageing is in fact the combination oftwo phenom
na: the ageing ofthe cohorts born during the above-replacement fertility regime

thich inflates the upper part of the age distribution and the amputation ~f the
~ase of the pyramid associated with the below-fertility regime. The second

I
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TABLE2. FERTILITY DIFFERENTIAL ANDTHEPIVOTING AGESTRUCTURE"

1995 2000 20/0 2020 2030 2040 2050

Indicator B A B A B A B A B A B A B A

Fertility ..................... 1.72 1.72 1.73 1.63 1.86 1.56 1.96 1.56 1.96 1.56 1.96 1.56 1.96 1.56

00 Ratio (65 or over/0-14) ........ 0 0 0.85 0.85 0.95 1.01 1.16 1.41 1.37 1.76 1.53 2.13 1.51 2.33......
Differential (B - A)

In fertility . . . . . . . . . . . . ..... 0 0.10 0.30 0.40 0.40 0.40 0.40
In ratio ................... 0 0 0.06 0.25 0.39 0.60 0.81

Source: Calculated from World PopulationProspects:The 1998 Revision,vol. I, ComprehensiveTables (United Nations publication, Sales No. E.99.XIII.9).
"See table I for description ofvariants A (low variant) and B (medium variant).



pheno enon was unanticipated since the model of the demographic transition
theory sually announced a post-transitional fertility equal or close to the re
place ent level. Therefore, all calculations made on numbers, rates and ratios
(popul tion size, renewal of the labour force, dependency ratio, percentage of
the eld rly etc.) have to be reconsidered.

I the three sets of projections made by the United Nations, there is only
one si gle mortality variant (and three fertility variants, as described above);
the s e is true for net migration rates. These rates are 0.7 per 1,000 popula
tion at the beginning of the period 1995-2000, then they diminish: 0.3 in 2000
2005, d 0.2 in 2005-2010, finally to become nil.

B the year 2000, the population of France was 59 million; under the
mediu -variant projection, it would peak at about 61 million-62 millionlbe
tween 020 and 2030 then slowly decline (60 million in 2050); the fluctuation
is sma 1: fertility is supposed to increase by 15 per cent to come back closer to
the re lacement line.

nder the low-variant projection, the maximum population is a bit lower
(59.6 illion) and the decline begins earlier (2005-2010). The difference is
rather small; in both cases, the peak is similar. However, the percentage aged
60 ye rs or over differs greatly; when all the baby boomers have enteredlthis
age gr up (60+), that is to say, by 2030-2035, the number ofelderly is maximal
(it co ld nearly double between now and that period); but the corresponding
share ontinues to grow since the new depleted generations continue to shtiink,
thus c anging the global age profile converging towards a bonsai or mush
room hape. According to the medium-variant assumption, the proportion of
the p ulation aged 60 years or over which was 20.2 per cent in 1995 would
cross he 25 per cent mark by 2015, and the 30 per cent mark in 2030 finally
to rea h approximately one third in 2050 (32.5 per cent). The pace ofageing is
even ore striking under the low-variant assumption; the progression becomes
much teeper at the end of the period ofprojection: in 2050, the percentage of
elderl is 38 per cent and the process does not end there. The inversion of the
age p amid is so acute that the number of the elderly (age 60 years or over)
is nea ly twice as large as the number of ''young'' (population aged 0-24).; The
impa of a small fertility difference on the age structure in the long run (half
a cen ry) is huge. For the next few decades, the findings are the following:
the 01 er the population, the faster the increase; the younger the population, the
stron er the decrease. Thus, the difference is maximal between the two extr~es

of the age scale. The residual population increase (if any) will be unbalanced:
progr ssion ofthe elderly, notably the oldest old; regression ofthe youth, notably
the ve young. At the two extremes, the trends tend to be exponential, but oppo
site. e digging of demographic deficits at the youngest ages has begun; these
defici s will become more acute in the coming decades (table 2). .

III. THE NON-DEMOGRAPHIC IMPACTSOF AGEING

he consequences of population ageing are manifold and covered by an
exten ive literature. In this short essay, we shall try to summarize briefly-only
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three points: the financial aspect, the economic aspect and the political
aspect.

A. The financial dimension

This aspect is a matter of arithmetic and therefore largely consensual. It
has been studied by international agencies (Organisation for Economic Co
operation and Development, 1998; World Bank, 1994) and national bodies (social
security authorities, government councils) and individual experts (Blanchet and
Chanut, 1998; Calot, 1997; Kotlikoffand Leibfritz, 1998; Peterson, 1999).

The growing transfer of resources for the elderly (pension and health
costs) to the detriment ofyounger workers can have a feedback effect, creating
a disincentive to fertility. At present, three decades before the peak of popula
tion ageing, the composition ofthe social security budget is already affected by
the reversal of the age pyramid. The main branch of social security in France
is the pension system, with a total amount of 1,000 billion French francs (FF)
for a total social budget of2,200 billion; the second function which is predomi
nantly devoted to the elderly is the health cost: FF 600 billion. The childhood
and family get a meagre amount, FF 200 billion.

The pension system is PAYG (pay-as-you-go).
The basic equation between contributions (left) and outlays (right) is then

the following:
Aowr = Eip

with A: adult population (potentially active population)
0: proportion occupied; Ao is the employed or contributing

population
w: mean wage
r:rateofcontribution
E: number of elderly
i: proportion of inactive people among the elderly
p: mean pension
The key political variable is the rate ofcontribution r, where

r Aow
Eip

This rate is the product of three factors: the demographic one, 1(age
structure); the economic one, ~ which expresses the division oflabour along
the age/sex structure, the retirement age being a crucial factor in this division
of labour; and the institutional (or political) one, ~. The last ratio is the re
placement ratio of the wage by the pension; it is a matter ofpublic choice or of
trade-off between workers and pensioners. Demographics can be considered
a given (at least provisionally). Only the four other variables can be changed,
and one of the major elements of adaptation will be the rise of the effective
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age at retirement, which is exceptionally low (58.5 years). The mechaJislli
will probably be largely spontaneous, directly influenced by the dynamics of
generation renewal. New generations entering the labour market now ha e a
median age of about 22.5, as compared with 13 for the present generati n of
retire s: the beginning of the professional career is delayed, the career its If is
frequ ntly discontinuous (unemployment), and the rise of the retiremen age
will 0 cur by necessity. This argument is reinforced by the possible decli e of
the re ative level of pensions: the present low retirement age is partly ind ICed
by th high level of pension (retirees have a higher standard of living art
work rs); reciprocally, the reduction of the relative level of pension to a ore
reaso able standard should work in the opposite direction.

B. The economic aspects

ese aspects are much more open to debate. Let us mention a fe ar
gume ts. The early stages of ageing produce net economic benefits: wi the
reduc ion of the young population, there is a high proportion of the popul tion
ofwo king age (this phenomenon is called the "demographic bonus"); th re is
also I ss need for family allowances or specific budget for childhood; a d, at
the s e time, there are more double-income families, hence a broader seal
b~~ !

owever, after a while, adverse effects tend to appear: an older lfout
force means more rigidity, less geographical and occupational mobility and
small r capacity to adapt to economic change; this could represent a thr at to
inno tiveness, which is so important in global competition.

other crucial issue is the linkage between demographic recessio and
econ mic growth. The changing size and structure of the population can ave
a neg tive impact on demand. This is the case for large sectors of the econ my,
like ousing, infrastructure, equipment etc. As the number of young h use
holds diminishes, many related segments of investment should contract, thus
creati g a negative pressure on economic growth.

~nother aspect ofthe demographic crisis is the downward pressure the
value ofassets; this holds true for the housing market. In a shrinking and ey
ing p pulation, the supply of vacant houses grows faster than demand, thus
redu ing prices. For the majority of French people, main property is thei own
housi g. The implicit consequence is obvious: the demographic change eans
that eir family capital could melt.

owever, the greying of the baby boomers during the next few de ades
will ave the way to the emerging market of seniors; in parallel, there will be
an ex losion ofthe market of solitude, with its corresponding needs (flats, food
proc ssing, health care, safety etc).

c. The political aspects
I

e political implications of population ageing are difficult to measure
quan itatively: they are mainly qualitative. The main point relates to the ryskof
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conservatism. A population that is numerically dominated by elders should
others things being equal-be less open to change and more prone to maintain
the status quo. Moreover, as the number of elderly expands, the senior lobbies
could become ever more powerful and lay claim to an ever larger share ofpub
lic budgets. Hence an unavoidable tension: the opposition of interest between
the pensioners and the taxpayers could lead to a clash between generations.
The growing reluctance to accept necessary reforms (even now, the Govern
ment does not dare to harmonize the pension benefits between the public and
the private sectors) could have a major impact not only on the rise of costs but
also on the improvement of productivity. The experience of France in a past
period of ageing (Third Republic: 1870-1945) shows a country progressively
lagging in terms of growth and innovation (Sauvy, 1984). Older generations
tend to hold on to the knowledge oftheir generation; their opposition to reform
is pernicious, since an ageing population requires more adaptation. A rapidly
ageing society could ignore this at its peril, thus losing its position in the inter
national ranking, whether demographic, economic or cultural.

IV. POLICY RESPONSES: STRENGTHS AND WEAKNESSES OF
THE FRENCH POPULATION POLICY

The French population policy is commonly viewed as "pronatalist". This
was true for the first decades covering the period 1938-1962; this is not the
case any more; only rhetoric has subsisted. The social expenditures devoted to
family welfare now rank fourth, after pensions, health care and unemployment
benefits (their share in the social security budget is 9 per cent); they ranked first
until the 1960s. Other countries ofEU (Scandinavia, United Kingdom ofGreat
Britain and Northern Ireland) spend more on children. The population policy
did not change in accordance with deep social change such as was reflected by
the end of the predominance of agriculture, the priority of career in women's
status, the explosion of the cost of children etc.

The French system has two main relative advantages: the existence of a
successful, universal pre-elementary school (for age group 2-5); and the fiscal
system called quotientfamilial, which creates substantial child-related rebates.
However, one has to keep in mind that the threshold is so low that only half
of households pay income tax. The efficiency of pre-elementary schooling is
appreciated by the public and also by the parents who find therein a good al
ternative to a career break or the use of child-minders. At the beginning of the
1980s, the fiscal system was hotly debated; now there is a consensus between
the left and the right on the principle oftaxation (the principle that was voted in
December 1945 by the Parliament with full unanimity). It is considered a mat
ter of general orientation, based on the Declaration des Droits de I'Homme et
du Citoyen: taxation has to be calculated not on incomes, but on the contribu
tive capacity, that is to say, on a relative income, taking household composition
into account.

Now, there are weaknesses, since no major breakthrough has been decided
during the last three decades. The purchasing power of family allowances has
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regul ly deteriorated. Many income-tested allowances (about 20) have een
create , so that the system lacks transparency and seems more dedicate to
pove alleviation than to compensation of family costs. The distributi of
the minimum income to the unemployed (revenu minimum d'insertion ( I»
is rna aged by the Caisse Nationale d' Allocations Familiales (CNAF); t is is
the s ongest argument showing this bias.

et us mention other discrepancies:

The greater investment by women born since the 1970s than by men
in education. They take the decision to have a partner and bu ld a
family only when their professional career has begun and see s to
be stabilized. A growing share of them work full-time in the p vate
sector, often in qualified jobs. Thus, the opportunity cost of chi dren
is much higher now than in former generations; this requires a r con
sideration of childhood policy. As mentioned above, children ave
access to publicly subsidized pre-elementary school from the a e of
two onward, There is a missing chain between maternity leav and
early schooling. The access to parental leave is limited by parity only
for high-parity children) and by income (only to poor couples) The
distance between Nordic countries and France becomes conside ble;
parental leave is exceptional and not related to the wages of th par
ents: it is a social minimum, and thus penalizes the couples wh are
both engaged in professional life and decide to become parents. This
factor is probably the most serious obstacle to childbearing;

The inadequate supply ofreasonably priced housing in big urba cen
tres, namely, the Paris region. Many official reports have unde lined
the need to revise the system of moderate rental housing; the a cess
to this stock is in practice granted more to a political clientele or tb
middle-class couples than to families in need of space;

The absence of consideration of the expenditures linked to old r de
pendent children, whether students or unemployed. These ch ldren
have come ofage, but they are not financially autonomous; thei par
ents face the most expensive years (the fiscal law is adapted t this
new reality, but it is not the case for the social security system; there
are many similar contradictions);

The absence ofclear doctrine on the responsibilities both of the State
and of the private sector, and on the role of the State, of the s stem
of social welfare and of supranational (European) authoritie . The
pension system continues to be prosperous, probably because older
people are more likely to vote and become a majority. Since children
have no lobby, they do not exist politically. I

,

Public policy has to address the needs of children who now have a igher
rate f poverty than the elderly. Potential parents are waiting for a fram work
ope ing the way to a real "free choice" in terms of number of children.

Another direction that is still taboo in France as well as in many coun
trie of Western Europe is renouncing the so-called "zero immigration p licy",
whi h, given the demographic and economic international imbalances b tween
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the two rims of the Mediterranean Sea (and particularly the situation of sub
Saharan Africa), is totally unrealistic. The country needs labour at the two ex
tremes of the levels of qualification: low-skilled and highly skilled labour. The
Government might favour admitting more young immigrants, along the lines
of a quota policy; French history and international experience call for such a
reconsideration.

CONCLUSION

A demographic benchmark will soon be created. By the year 2010, people
aged 65 years or over will outnumber people aged 0-14. In spite of the pecu
liarity ofFrench history in the field ofpopulation ageing (due to the early fertil
ity decline), the ratio of youth (0-14) to the elderly (65 years or over) was 2.5
in 1950. This ratio will continue to diminish from approximately 1 by the year
2010 to 0.6-0.7 by the year 2030 and finally to 0.4-0.7 by the year 2050. The
fact that the elderly outnumber the young is new in human history. This will
take place in a context ofdeclining population: if fertility remains low, popula
tion numbers will decline progressively; under the low-fertility assumption,
the population could decrease by 13.5 per cent over the period 2010-2050 (to
59.7 million and 51.7 million, respectively).

The unprecedented association of hyper-longevity and hypo-fertility will
induce a massive reversal of the age structure, that is to say, an inversion of
the age pyramid. The median age will rise to unprecedented values of about
45 to 50 years. The change is impressive: in the year 1945, the median age of
the population in France was 35 years and it was then the world record. As
described above, in the future, the elderly will become predominant in number
over the young, thus creating a major challenge for society. With a persisting
sub-fertility, the age distribution is pivoting around a dividing line which will
be marked by the generations born around 1974-1975 (the period when fertility
fell below replacement). All institutions established since time immemorial for
"normal" (that is to say, triangular) age distribution will have to be reconsid
ered. Special measures could be envisaged to avoid gridlock if the grey vote
is organized into a political lobby; it could represent half of the total vote and
become a majority not only at the local level ("communes") but also at the
national level (Parliament and Government).

Immigration is not the appropriate response to this challenge (United Na
tions, 2000). From the middle of the nineteenth century until the Second World
War, France experienced both immigration and population ageing. Immigra
tion is basically an economic regulator, used to meet the labour needs of em
ployers. The immigration policy does not take into account demographic con
siderations like the will to repair or rectangularize the age distribution. Such
an imperative would need a solution totally opposed to basic human rights: the
import of children without their parents.
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i Noru

lEaS]erlin's hypothesis assumed that fertility follows a cyclic pattern, depending on the
weight 0'young adults relative to older adults (Easterlin, 1987).

I
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POLICY RESPONSES TOPOPULATION AGEING AND
POPULATION DECLINE IN FRANCE

Georges Tapinos*

INTRODUCTION

In most developed countries, the decline in fertility and the increase in
longevity have raised three concerns for the future: the decrease in the supply
oflabour, the socio-economic implications ofpopulation ageing, and the long
term prospects ofpopulation decline and demise.

The population debate has a particular relevance in the case of France,
where the early decline in fertility has prompted a deep and ongoing concern,
which goes back to the last decades ofthe nineteenth century, and led to the im
plementation of population policies, favouring immigration and natality. The
debate regained strength from the late 1960s on, when fertility started to de
cline, as in most Western European countries, though the current and projected
fertility levels remain above the average level of the other member States of
the European Union (EU).

Over this long span, however, the way that the population debate was for
mulated changed in a significant way-from a philosophical debate on the fu
ture of the French nation and a political concern in relation to Germany, to one
on the socio-economic implications of demographic ageing and, in particular,
the endangering of the welfare State. Indeed, inasmuch as economic variables
are related to the size, rate of growth and age distribution of the population,
the projected changes in these parameters might impact economic welfare. The
concern is legitimate but, in order to set out what is at stake, we need to assess
the nature, the extent and the timing of the issues stemming from the projected
demographic trends and to consider, in a comparative way, the relevance and
efficiency ofthe policy responses available in order to meet the desired targets,
whether population policies or other instruments of intervention.

First, considering the demographic parameters involved, to preclude the
demise of population and to ensure a stationary population is an unquestion
able end for any society, and in that respect fertility is an inescapable means
for attaining that given target. Immigration, except for settlement countries, is
not an end per se, though it might be a means, in order to respond to the needs
of the labour market with respect to achieving a more balanced age structure
or to slowing down the decrease of the population. The age structure itself is a
constraint, which can be altered through policy only to a limited extent.

"lnstitut d'Etudes Politique de Paris, Paris, France.
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$econdly, there is an interrelation between the type of issues invo ved,
their~ming, and the appropriate policy measures and their efficiency. Fo that
PUIP' se, it is appropriate to envisage, as a working device, three time-ho zons
and e specific reference systems, that is to say, the set ofvariables to be con
sider d relevant for a given issue at a given point in time in the future.

n the medium run, the next 10 years or so, the labour market is the ain
focu of concern. The reference system comprises here the set of suppl and
dem d variables that determine the employment equilibrium. The imp ct of
fertil ty and mortality changes is for that purpose at this time-horizon very
limit d. Conversely, international migration could playa decisive role, a well
as 0 er socio-economic variables.

or the long run, from 2020 to the population projections horizon 040
2050 structural imbalances of the age distributions are elements to orry
abou . Now, the equilibrium of the social security system depends not only
on d mographic trends and structure but also on a number ofvariables, s cial,
econ mic and institutional, that might just as well strengthen as damp ~

dem graphic impact.
n the very long run, beyond the next 50 years, the concern is total p ula

tion ecline. The relevant framework ofanalysis for that concern is popu ation
dyn ics and there is no other meaningful option than an increase in fe ility
in or er to sustain a stationary population. Indeed, the 2050 horizon s ac
cep ble but arbitrary. From the base year of the projection, it repres ntsa
time span of roughlytwo generations. It may be seen as being too long, since
beha iour may change from one generation to the next. This space of ti e is
too s ort for the full effect ofpopulation dynamics to work through, ass ing
stabl fertility.

Sorting the issues according to different deadlines is necessary in order
to re ate them to the relevant variables; however, as policy changes ne time
to pr duce a significant effect, and the timing of the issues and the poli y re-
spo es differ, choices have to be made at an early stage. .

e United Nations report on replacement migration (United N .ons,
200I) focuses on the prospects of a negative growth rate of the popul tion,
a de rease in the supply of labour and an increase in the burden put n the
pop lation ofworking age by the increase ofthe population retired from e la
bour force. This exercise shows, indeed, the arithmetical impact ofpopu ation
pros ects, which is precisely and solely what the exercise is about, but his is
only one dimension of the issue and it remains to demonstrate in which ases,
und which conditions and for which time-horizon population changes an be
cons dered a relevant and determinant factor.

The following sections ofthe present paper deal first with the assum tions
of e projection and the appropriate age grouping, then with the three ajor
issu s raised by the decline in the growth rate and the ageing ofthe popu ation:
the I bour-market adjustment, the social security system equilibrium, a d the
pros ect of a declining population. A final section considers specifical y the
repl cement migration issue.
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THE FUTURE OF FRENCH POPULATION, UNITED NATIONS
PROJECTIONS AND NATIONAL PROJECTIONS

At this time, a presentation of future trends of the French population is
constrained by the absence of recent projections by l'Institut National de la
Statistique et des Etudes Economiques (INSEE). The statistical office, pending
the exploitation ofthe 1999 census, has not yet updated its proj ections that date
back to the early 1990s.

A. Fertility, mortality and migration assumptions

The latest available population projections produced by INSEE are based
on the 1990 census and the previous intercensal trends (Dinh, 1994 and 1995).
They cover the period 1990-2050. They assume one pattern for mortality, one
for international migration and three levels of fertility (high: 2.1; "central":
1.8; low: 1.5). How do they compare with the latest United Nations projections
(table I)? The United Nations 1998 medium variant upon which the replace
ment migration report is based is close to the INSEE "central" projection, ex
cept for international migration.

TABLE 1. POPULATION PROJECTIONS FOR FRANCE (2050)8

Total fertility rate (per woman) .
Life expectancy (years)

Males .
Females .

Net migration per year (thousands) .

Total fertility rate (per woman) .
Life expectancy (years)

Males .
Females .

Netmigrationper year(thousands)" .

Projections

Luw Central High

INSEEprojections.1992

1.5 1.8 2.1

77.9 77.9 77.9
86.4 86.4 86.4

50 50 50

United Nations projections, 1998

1.56 1.96 2.36

78.9 78.9 78.9
86.0 86.0 86.0

Sources: Dinh (1994 and 1995);and United Nations (1999).
8Values are those of the end point of projections (2050).
bNetmigration declining from 30,000 per year in 1995-2000to 0 in 2020 and after.

The medium/central fertility assumptions are nearly the same. Both as
sume a slight increase in the fertility level, with minor differences in the time
path. For INSEE, fertility is supposed to stabilize at 1.8 from 2005 on, whereas
the United Nations assumes a stabilization at 1.96 from 2015-2020 on, which
amounts on the whole to a total fertility rate (TFR) of 1.9. The patterns of
mortality are quite similar and, in both cases, there is only one mortality
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ass ption, which is regrettable, taking into account the impact of incr asing
long vity on the number and proportion of older people.

The international migration assumption is, in both cases, someh w ad
hoc. SEE assumes a 50,000 net immigration per year over the entire p ojec
tion eriod, a mere extrapolation of the balance inferred from the comp ison
be een the 1982 and 1990 censuses. The United Nations assumes a 525,000
net i igration from 1995 to 2020, that is to say, 21,000 per year an none
after 2020. Unfortunately, the preliminary results of the 1999 census hich
sho a zero net migration over the period 1990-l999-indeed a highl sur
prisi g and questionable outcome considering the level of entries duri g this
peri d-are not ofgreat help in arguing for a better choice. The lNSEE 1 bour
fore projections based on total population projections and covering the eriod
199 -2040 have added a variant of net migration that could be induced by *n
incr ased labour demand (158,000 per year over the period 2007-2025), level
clos to the observed net migration during the years ofhigh growth and igra
tion 129,000 per year between 1963 and 1974)(Brondel and others, 19 6).

The sensitivity of the lNSEE projection to the assumptions is gi en in
tabl 2. As a matter of fact, lNSEE has also run the central projection ass i*g
eith r constant mortality or no migration. Table 3 shows the respective i pact
of f rtility, mortality and migration assumptions on the total populati n and
the ge structure at the end point of the projection. Fertility has the str ngest
imp ct on the level of the population, and mortality on the ageing i dices;
mig tion, that is to say, the assumed level of net immigration plus the atural
incr ase of immigrants, slows down the ageing process to a limited exte t.

It should be stressed that this brief comparative exercise between t e two
sets f projection has no other purpose than to help explain some differe ces in
the sults, but cannot be regarded in any way as an argument strengtheni g the
pre .ctive value of the choices made for the projection of the future lev Is and
tren s. Indeed, the logic of the projection and the methodology are the same.
In b .th cases, the values ofthe parameters are based on past and current ends,
inde endently of any theory on the determinants of fertility, mortality d in
tern tional migration, and exclude by construction any possibility of r ersal
in tr nds, notwithstanding the fact that comparisons between expected d ob
serv d trends in contemporary population history show great discrep ncies,
and'n particular cycles in fertility, when dealing with periods that stretc over
half a century. The record for population projections, considered reas nably
goo over the span of one generation, is rather poor for the long run, tough
this is its main target. Working with the best available calculations do s not
pre lude considering these cum grano salis.

B. The population indicators

Among the targets already mentioned, the age grouping relevant
sessing the implications of the projections on the supply of labour and
ten al support ratio, in relation to the time-span of the projection, nee
qua ification. The United Nations follows the usual 0-15,15-64, and 65 r over
age groupings. For France, this cluster does not appear very relevant, ing
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TABLE 2. POPULATION PROJECTIONS FOR FRANCE:
TOTAL POPULATION AND AGE DISTRIBUTION

Percentage
Population 20yearsor Percentage Percemage Percentage

in 2050 younger 20-59 years 60 or older 65 or older
_.-----"--,--

1NSEE,1992
Centralprojection ..... 65098000 20.7 45.6 33.7 17.2
High projection....... 73602000 24.3 45.8 29.8 15.2
Low projection ....... 56804 000 16.7 44.8 38.7 19.7
Centralprojection

without migrants.... 59633470 19.8 44.9 35.3 18.3
Centralprojection

with constant
mortality .......... 58044 640 22.8 49.9 27.3 11.0

UnitedNations. 1998
Medium variant. ...... 59883000 31.4 25.5
High projection....... 67413 000 27.9 22.7
Low projection ....... 58020000 36.4 29.6

Sources: Dinh (1994 and 1995)and UnitedNations (1999).

TABLE 3. REPLACEMENT MIGRATION FOR FRANCE, BY SCENARIO

II 1Il IV V

Mediumvariant Constant Constant Cons/antratio
Medium with zero total age group 15-64/65years
variant migration population 15-64 oro/der

Net number of migrants, 1995-
2050 (thousands) ............. 525 0 1473 5459 93794

Potential supportratio in 2050
(number of personsaged 15-64
per person aged 65 or older) .... 2.26 2.26 2.33 2.49 4.36

Average annual net number of
migrantsbetween 2000 and
2050, per millioninhabitants
in 2000...................... 110 0 500 1854 30430

Percentageofpost-1995 migrants
and their descendantsin total
populationin 2050 ........... 0.9 0 2.9 11.6 68.3

Totalpopulationand growthrates
Population in 2050(thousands) ... 59883 59357 61121 67130 187 193
Averageannual growth rate

1995-2050(percentage) ..... 0.06 0.04 0.09 0.27 2.13

Source: UnitedNations (2001).
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into ccount the shortening of the length of the working life. At one end, with
more years of schooling and increasing difficulties for young people in fi ding
a job the average age at entry into the labour force increased by 2.5 years from
1969 to 1993 (Brondel and others, 1996); at the other end, the reducti n of
the 1 gal age for retirement down to 60 years and the reluctance of empl yet's
to hi e older persons led to a decrease in the average age of retirement y 3.5
year, from 62 to 58.5 years, between 1968 and 1995 (Blanchet and M ioni,
199 . A later age at entry into the labour force coupled with an earlier etire
men age makes the age bracket 20-60, instead of 15-65, more appropri te for
the orking-age population and the age bracket 60 or over more appro riate
for t e retired persons. Clearly, whatever the index, there is not much iffer
ence between the projected trends of the potential support ratio, but the e isa
signi cant difference in the levels; and, thus, when it comes to the ab olute
num ers required to keep the ratio constant at its initial level, the diffe ences
are s gnificant.

These are demographic ratios that compare age groups, whereas t e in
dica ors have to be related to a given concern. The relevant ratio for the ocial
sec .ty system is the ratio of retired persons to employed persons. For aero
eco omic purposes, one should consider the ratio of all persons out f the
labo force (young and old, inactive and unemployed) to employed pe sons.
Dep nding on assumptions on female labour-force participation rates an even
mor on unemployment rates, there may be significant differences betwe n the
"de ographic" and the "economic" ratios. Indeed, in France, the emplo ent
rate employed population compared with population ofworking ages) i well
belo and the unemployment rate above the level observed in the othe more
adv need countries of EU.

Besides, and more importantly, the baseline ratios reflecting the
gra ic history of a very specific period, characterized by the up
do turn offertility, the improvement of life expectancy, a strong immi
com onent and, finally, an exceptional population growth in French istory
c ot therefore be used as the long-run steady-state ratios. A more me mg
ful r ference would be the stationary population. Thus, according to the nited
Na . ns, the 15-64/65-plus ratio in France was 4.36 to 1 in 2000 and isis
the arget for 2050 (United Nations, 2001). According to Didier Blanc et On
Tap nos, 1992), the ratio of employed to elderly inactive was 2.7 to 1 in 1990;
on t e basis of a stationary population, this ratio would have been 1. to .1.
Ref renee to a stationary population is all the more interesting conside . g that
stab e population theory shows that, with fertility below replacement level,
and a constant number of immigrants with a constant age structure, th total
pop lation ultimately becomes stationary.

Also, with the lengthening of the retirement period, and the impro ement
of alth and living conditions of the elderly, a distinction between thos aged
60- 0 or so and those over these ages becomes important. The forme, rela
tive y more well off, in good health, and with more free time, are ho ing a
key position in the intergenerationallinks, bearing responsibility for thei 014er
par nts and at the same time helping raise their grandchildren; the latter what
eve their economic conditions, are often physically dependent and is lated,
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and a significant proportion of them are left with fewer or no living children
and grandchildren, reduction in biological kinship being due to the decline in
fertility, even though the new patterns of divorce and remarriage somehow
compensate.

THE IMPACT OF DEMOGRAPHIC CHANGES

A. Demographic projections and the labour market

The impact on the labour market is the first concern ofpopulation projec
tions. The population of working age (20-59 years) continues to increase by
150,000 per year up to 2005; but from then on, the baby-bust cohorts will start
reaching the working age (fertility declined between the 1964 birth cohorts and
the 1974 birth cohorts), while-and this effect is much stronger-the baby
boom cohorts will be reaching the age of retirement. Thus, the working-age
population, after reaching a peak in 2005 (32.85 million as against 31.5 million
in 1995), will decline steadily, down to 29.7 million in 2050. As has been the
case in previous decades, the demographic component will dominate over the
changes in participation rates. Between 1968 and 1995, the average participa
tion rate remained nearly stable (a 1percentage point change, from 54.4 to 55.4
per cent) as a result of the compensating effect of declining rates for young
and older persons and increasing rates for adult women (Brondel and others,
1996). For the future, the central labour-force projection assumes in the main a
prolongation ofpast tendencies in participation rates, and demographic projec
tions will shape labour-force trends, but with a significant change in trends and
levels: a much slower growth in the first phase followed by a decrease in the
population ofworking age and, on the whole, a much smaller variation than in
the pre-1990 period.

The projected decrease in the rate ofgrowth and in the level ofthe working
age population has prompted a debate on a possible labour shortage-a strong
departure, indeed, from the current concern about the high level ofunemploy
ment. However, we are a long way from changes in the numbers and propor
tion ofthe population ofworking ages and employment. The equilibrium ofthe
labour market results from labour supply and labour demand conditions which
involve a set ofdeterminants that range well beyond the demographic variables
and are related to a limited extent to these variables (the cost of labour, entre
preneurs' anticipations, productivity, changes in the production process and
induced changes in the structure skills, the global demand etc.). Moreover, the
impact ofdemographic changes on the determinants oflabour demand remains
elusive.

To infer a labour shortage from the predictable changes in the population
of working age is totally unwarranted. Indeed, considering the past, an ac
counting decomposition of the way changes in the population ofworking ages
translates into changes in employment, participation rates and unemployment,
shows a great diversity in the adjustment processes. In France, between 1975
and 1985, a 12.2 per cent variation in the population of working ages was
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associ ted with a slight increase in employment (0.8 points), a strong incre
unem loyment (7.0 points) and a decrease in activity rates (3.9 points); d g
the p .od 1985-1996, for a 6.2 per cent decrease in the population of wo king
age, e equivalent figures were 3 points for employment, 3 points for unem loy
ment d a negligible change in participation rates. The same decompo ition
for 0 er European countries shows a wide range of adjustment processes. It is
clear atan increase in the population ofworking age can result inan inc ease
of em loyment as well as ofunemployment, and the same is true in the cas ofa
deere se of the population of working ages (G.P.Tapinos, 1996).

ow, let us assume that the projected decrease in the population of ork
ing a es will induce a labour shortage; if that happens, the order of m gni
tude f the increase in the labour force required to adjust the labour m ket
is wi in reach of manageable changes in the supply of labour determi ants,
amon which immigration could be one possibility. In the extreme case here
the a [ustment would rely only on immigration, in order to stabilize the tive
popu ation after 2006, net immigration per year would have to increase om
the a sumed constant level of 50,000 to approximately 100,000 in 2010 (and
shoul increase from then on) (Brondel and others, 1996). The spec of
glob labour shortage is unwarranted. In fact, barring the unlikely com ina
tion f very low fertility, high mortality, low immigration and constant la our
force participation rates, almost all the ED countries will have in 202 the
same sized total population and labour force as now (Feld, 2000).

B. Demographic projections and the social security system

ndoubtedly, amid the current concern in France about future popul tion
trend , the implications of ageing for the pension system are at the heart f the
debat . Indeed, France is not the only European country where the pay-as you"
go sc erne predominates, but putting aside the arguments on the relative erits
ofpa -as-you-go and funded systems, which are not to be discussed her , it is
a co try where the pay-as-you-go system is viewed as a fundamental ele ent
of int rgenerational solidarity and social cohesion. Indeed, the implemen tion
of so ial security, the extension in coverage to all categories of the popu tion
and e increases in pensions have contributed to a significant improvem nt of
the e onomic conditions of retirees, whose income compares favourably with
that fthe active young, though it contains a larger share of capital inco e.

e demographic stylized facts are well known. Taking into acco t the
decr ase of fertility and the progress in longevity and, more specific t the
Fren h case, the shortening of the working lifespan, as already mention ,all
thing being equal, population projections show a reduction by two of e old
age ependency ratio at the horizon of the projection (2050). There is n way
to es ape from a fundamental reform of the system and some steps have been
alrea y taken for that purpose (in 1993)-increasing the number ofye s of
work required to secure a full pension from 37.5 to 40 and indexing pe sions
on p ices rather than on wages. However, there is still a long way to go. The
ques ion and the ensuing heated debate are about the policy mix. What is ore
feasi Ie, more efficient and more desirable?
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Let us consider first the financial aspect. With a projected division by two
(or more) of the 20-59/60 years or over ratio at the end year of the projection,
the fact that, in a system with defined contributions, the benefits would be di
vided by two, and in a system of defined benefits, the contributions should be
multiplied by two, means that the return would be divided by two.

Assuming a 2.1 fertility (instead of 1.8) would increase the number of
active population by 2.2 million by 2040. Formigration to compensate for the
decline in the old age dependency ratio, net migration should be at each point
in time roughly three times the number of persons reaching retirement. This
will be discussed more appropriately in the next section.

What can we expect from changes in labour-force participation? Assum
ing a convergence of the participation rates of women aged 30-49 with those
of men (that is to say, 90 instead of 87.5 per cent) would increase the active
population by 900,000 persons by the year 2020, a surplus that would remain
constant from then on until 2040.

Increasing the age of retirement by five years over the period 2000-2020
will, in the stable state (approximately 2020), increase the active population by
3 million persons (Blanchet and Marioni, 1996). This has the strongest impact
on the old age dependency ratio, the projected increase of the ratio resulting
mainly from the increase of the number of retired persons and only to a much
lesser extent from the decrease of the active population. Indeed, postponing
the age of retirement increases the active population and decreases the retired
population by an equivalent amount. Though the progress in longevity gives a
rationale in favour of an increase in the retirement age, it is strongly opposed
by trade unions. Roughly speaking, a one-year postponement of the age of
retirement is equivalent to one year of contributions.

Finally, the most powerful adjustment could come from productivity. A
3 per cent productivity growth per year would totally compensate for the in
crease of the support ratio, assuming that all progress is allocated to retired
persons (Blanchet, in Tapinos, 1992).

There is indeed a wide range of possible adjustments. If assuming all
factors constant except for one does not make sense, the solution is evidently
in a policy mix. However the possible adjustments differ not only by their spe
cific difficulties in implementation (for instance, the strong reluctance to a later
age of retirement), but also by their impact on intergenerational equity, inas
much as they tend to shift the burden between generations. In that respect, the
pay-as-you-go system raises a specific intergenerational distribution problem.
Defining the conditions of the cross-section accounting equilibrium between
contributions and benefits is one thing; assessing the impact of demographic
trends on the equity ofthe system for contributors and recipients is another. For
that we need a longitudinal perspective and some measure of intra- and inter
generational equity (for instance, for each generation, the ratio ofcontributions
to benefits, or between generations, the equivalence between contributions and
the equivalence of benefits). Thus, beyond accounting exercises, what is most
feasible and what is most desirable entail a political choice according to the so
cial values of the society and the vision about social cohesion and intergenera
tional equity. The preferred choice is itself related to the age distribution and
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mi ht reflect the interests of the groups with more electoral weight. In eed, if
the average age of the labour force increases with ageing by a few ye s, the
inc ease in longevity increases the number and proportion of the elde ly a1nd
bri gs a radical change in the average age of the electorate. In Franc , ftcilm
19 8 to 1995, the average age ofthe electors increased from 45.1 to 46. years;
the increase will be much more pronounced at the 2050 horizon.

C. Fertility below replacement and declining population

According to the INSEE projections (which include a 50,000 net immi
gra ion per year), the total population will continue to increase up to 020 in
an case. After that and at the horizon of the projection, the trend will epend
mamly on the fertility assumption. With fertility below replacement, in 1he
mo t extreme case, a TFR of 1.5 and no immigration, the population would
s declining between 2010 and 2015; immigration would postpone t e turn
ing point by 10 years or so. Assuming a TFR of 1.8 (and net migrati n), the
po ulation continues to grow until 2040.

The prospect ofa declining population and its demise, though far mote,
is e most challenging aspect of population policies, increase in ferti ity be
ing the only option. It is indeed a legitimate and desirable objective f r a na
tio , independently of any considerations of the socio-economic impli ations
of opulation prospects. Is it feasible in the case of France? On the on hand,
the intensity and tempo of completed fertility across generations do n t sug
ges a catching-up process for the younger generations; on the other h d, the
di renee between the current levels and the replacement level is not co sider
abl and might be amenable to policies. However, in a situation of co trolled
fert lity, when observed fertility comes close to desired fertility, the r ionale
of pronatalist population policy is at stake. One could argue that prefi rences
of i dividuals do not give much weight to the future of the society or th t ~ir
choices reflect their ignorance of the long-run implications at the ag egate
lev I of their own behaviour, or that the future ofa nation being a publi good,
the demand for children may be suboptimal. Policies aiming at an alle iation
of e private costs of child-raising have shown some efficiency at e mar
gin more is required in order to induce a significant behavioural chang . This
rais s issues well beyond the limited scope of this paper,

REPLACEMENT MIGRATION

We focus more specifically in this last section on replacement mi
as means to reach the three targets stated initially.

Recourse to immigration has the advantage of producing an i ediate
an relatively large impact on the labour force owing to the characteri tics of
the new arrivals, who are younger and more mobile, In addition, the f ct that
fertility rates among female immigrants tend to be high contributes to opula
tio growth, albeit to a limited degree. At the same time, there are an bedof
pra tical and political constraints on formulating a migration policy ai eel at
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achieving demographic change.' We first consider the dynamics of the levels
of immigration required to meet these targets, in particular a stable support
ratio, then the feasibility of migration policy as a response to demographic
changes and the constraints on the social process of integration of immigrants
in the society. Is a policy that relies solely on migration to achieve demograph
ic adjustment feasible? Is it desirable? There are three kinds oflimitations that
call into question the soundness of the approach. They involve immigration
policies, population dynamics and social dynamics.

A. Replacement migration andpopulation dynamics

The simulations that attracted the most attention, at least in the media,
involving a constant old age dependency ratio until 2050, imply a very large
volume ofarrivals and departures and fluctuations in migration (table 3). These
translate into an exceptional increase in total population and in the proportion
of immigrants. The level of annual net migration needed to hold the old age
dependency ratio constant is huge and disproportionate with respect to the data
on record.

Given the age structure and dynamics ofimmigrant populations, the num
ber and proportion of foreign-born persons and their descendants would reach
disproportionately high levels, compared with the current ones, by the scenar
io's horizon date of 2050. In 1990, the recorded proportion of foreign-born
persons was 10.4 per cent in France. At the scenario horizon, on the other hand,
the proportion of immigrants who arrived in 1995 and their descendants would
be 68.3 per cent of the total population in France (United Nations, 2001).

In addition, an unchanged dependency ratio over time presupposes huge
fluctuations not only in migration flows (arrivals and departures) but also in net
immigration, given age structures and population dynamics (Blanchet, 1988).
This point is disregarded in the United Nations study, which assumes continu
ous inward migration with no outflows.

B. Migration policies and social dynamics

The implicit, but critical, assumption of the scenario is that immigration,
or rather the aforementioned net immigration, is a control variable. It could
be argued that, the supply of emigrants worldwide exceeding the demand for
immigrants, the countries willing to accept a level of immigration that meets
the replacement targets would have no difficulty in achieving their objective.
These arguments need to be qualified.

Is the control of the volume and age structure of migration inflows and
outflows feasible? Migration policies could make entry more dependent on
age requirements, which are already explicitly or implicitly present. However,
there are still many factors that limit, or complicate, the ability to control and
select migration flows: the agreements on free movement of persons, the per
sistence of illegal immigration, humanitarian grounds, and other constraints
like admission for reasons of family reunification. The acceptance ofrefugees
cannot, by definition, be governed by demographic and economic criteria.
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Si ilarly, the selectivity applied to close relatives and other family m mbers
has ts limits; and if immigration targets emphasize age or fertility patte s, this
rna be seen as a form of discrimination and hence a political issue. In e last
ana ysis, all will depend on the philosophy underlying each country's igra
tio policy and on its proper characteristics. Besides, monitoring immi ation
for abour-market needs implies a distribution of immigrants by skills, much
har er goal to achieve if the projected labour requirements deal with highly
qua ified workers, which was not the case in the past when most imm grants
wer unskilled.

Whatever the efficiency of migration policies with respect to the umber
and characteristics of immigrants, they have virtually no effect on re rni
gra ion, hence the difficulty of controlling the volume and characteri tics of
net igration. Even in the case of countries that favour settlement, the etums
are ar from negligible and their determinants are not amenable to po icy, las
evi enced by the attempts to implement return policies. One way arou d *s
di culty would be to introduce programmes for admitting temporary work
ers n order to increase labour supply in periods of rapid growth in the ldetly
pop lation or decline in the population ofworking age. Experience has hown,
ho ever, that such programmes are difficult to implement. Althou most
co tries have legislation for the admission of temporary foreign w ke~',2

it h s been found that a proportion of the immigrants admitted on thi ba is
sett e permanently in the host country. This they do either legally, by a lyi g
for change of status or having their permits regularly renewed, or ill gal~y.

Fu hermore, other than in cases where the authorized stay is very sho ~Olre

co tries' temporary employment programmes offer the worker's depe daJIlts
and close relatives the right to reside in the host country. I

There is still some uncertainty whether policy targets are actually a in~d.
The means available to monitor the trends of net migration differ acros co 
trie . The measurement of entries in France is far from accurate, the m asu e
rne t of exits is non-existent and the data on stocks cannot, for the pres nt, e
of eat help for this purpose. The necessary lag for estimating net mi atibn
and in any case, the absence oflinkage between individual data on en .es and
tho e on exits preclude any form of fine-tuned migration policy.

Beyond the population dynamics and policy management issues, t erei is
the ndamental question of social dynamics. The history of immigra ion [in
Fr ce as elsewhere shows that immigrants have a better chance of inte tipg
into the host society if the native population is experiencing a natural in rease,
Fertility and immigration are, to a large extent, complementary, not su sti~t-
abl . I

To conclude, the goal of migration policy may be to ensure sustai b~'lty
of t e nation, to adjust labour supply to demand by volume and by s c e,
or t bring pay-as-you go pension systems into financial equilibrium. ere, is
also the humanitarian approach in the acceptance of a certain number f ilin
mig ants regardless of political or economic considerations. Immigrati n c~
cert inly help to prevent population decline for a time. It has only a m gi~l
imp ct on the cited imbalances in age structure. Immigration is clearly ot e
sol ion to population ageing. It can even be said that the simulations adeto

I
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date demonstrate the impossibility of a migration solution, and the analysis of
migration processes reinforces this assessment.

The equilibrium ofsocial welfare systems depends on a set ofdemographic
and institutional parameters (age ofentry into the active labour force, participa
tion rates and unemployment rates, contribution rates and benefit levels, eco
nomic growth rates, productivity growth rates etc.). Given the predicted drastic
change in the old age dependency ratio, it is quite impossible to count on just
one variable to achieve the necessary adjustment and treat all the others as con
stants; but although replacement migration cannot be the answer to the problem,
immigration can possibly contribute, inter alia, to labour-market adjustment,
and balancing of the population's age structure and population decline.

CONCLUSION

The demographic regime ofFrance, like that ofmost developed countries,
has changed drastically in the last decades. Most analyses show that these fun
damental changes are of a permanent nature and that, in particular, the pros
pects of a reversal in fertility trends and the return to demographic growth
logic are totally unwarranted.

The pattern and level of fertility reflect fundamental behavioural changes
and it appears irrelevant to consider the conditions resulting from high popula
tion growth as the baseline and the target for the future.

The challenge posed by demographic prospects calls for new types of
adjustments. Indeed, as has been shown by sociologists as well as economists,
a stationary population makes necessary an acceleration ofchanges of the pro
duction system, while at the same time tending naturally to reinforce rigidities,
in particular with respect to professional and social mobility.

(This paper draws upon a previous note on replacement migration pre
pared for the Organisation for Economic Co-operation and Development
(OECD) Working Party on Immigration. I would like to thank Jean-Pierre
Garson for his comments).

NOTES

IA number of these difficulties were outlined in Migration: The Demographic Aspects
(Organisation for Economic Co-operation and Development, 1991).

2See the special chapter on temporary employment offoreigners in selected OECD countries
in Trends in International Migration (Paris, Organisation for Economic Co-operation and
Development, 1998).
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DEMOGRAPHIC AGEING AND POPULATION DECLINE
IN TWENTY-FIRST-CENTURY GERMANY: CON
SEQUENCES FOR THE SYSTEMS OF SOCIAL
INSURANCE

Herwig Birg*

INTRODUCTION

There is a fundamental link in most societies between economic produc
tion (that is to say, output) and demographic reproduction. A population's total
fertility rate (TFR), expressed as the number oflive births per woman, tends to
be lower, the higher a country's level ofdevelopment. I shall discuss the main
causes of this "demo-economic paradox" in section B, and show its adverse
consequences for the system of social insurance in Germany. Section C will
summarize the main findings of our demographic projections computed for
Germany in the twenty-first century, and section D will analyse the impact of
these projected demographic developments on the social insurance system and
set out the consequent policy options. Section E will sum up the conclusions to
be drawn on the impact of economic globalization on population change and
on the ability of social insurance systems to function properly in the future.

THE DEMO-ECONOMIC PARADOX AND ITS SIGNIFICANCE FOR
GERMANY'S SOCIAL INSURANCE SYSTEM

In theoretical biology, evolution is explained in terms of competition be
tween different biological species, and between individuals of the same spe
cies, to attain optimum conditions for their life and reproduction. In human
populations, too, competition among individuals and groups is an important
principle determining action, so the principle's prominence in theoretical de
mography is similar to that in theoretical biology. Competitive behaviour has
both positive and negative impacts on how we live together in human societies.
Modem societies endeavour to make the best of the positive impact exerted
by the competition for political power and economic success, by developing
appropriate rules for democracy and the market economy. In social market
economies like Germany, the negative impacts are restrained by means of
comprehensive social welfare legislation.

-Institute for Population Research and Social Policy, University of Bielefeld, Germany,
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i The more successful modem societies are in utilizing the beneficial ef
fects of competition while avoiding its adverse effects, the less people need
to ~ely on their own families, which always performed these tasks before the
em rgence of modem societies, and the larger is the fall in the value of hav
ing children "as an investment". So there is indeed an underlying logic to the
inv rse relationship that emerges between a country's level of development
an its TFR. Yet it still appears a paradoxical outcome that people sh~uld:be
les willing to have children the more they can afford them. In Germany, for
ex ple, the number of live births per woman was twice as high in th¢ 1960s
as t is today (a TFR of 2.4 versus one of 1.3) even though real incomes have
qu pled since that time.

For decades, the positive net costlbenefit outcome of the German-style
mo el of the social market economy appeared beyond dispute. However, in
the last quarter of the twentieth century, it became increasingly clear that the
ec nomic success generated by this type of society was counterbalanced by
a d mographic failure that may yet prove destructive for both econo~y and
so iety in future. The cause of this adverse trend lies in the demo-ecpnomic
par dox which affects most countries of the world. Whether the comparison
is ade longitudinally, that is to say, by viewing the same country at differ
ent points in time, or as a cross section of countries at the same point .n time,
the same inverse correlation is found between live births per woman and the
lev 1 of development, as expressed by indicators such as life expectancy, ~e
Un ted Nations Development Programme (UNDP) human development index,
an per capita income. .

This cross-section comparison is shown in figure I, which covers the
wo ld's 30 most populous countries, together accounting for 80 per pen~ of
the world population. If the correlation is carried out for other points in time,
the same falling curve appears. Evidently, this pattern of correlation is vJlid
acr ss the globe: it holds for most countries in the world, regardless of what
kin of economic system or form of society they have and regardless of their
his ories, religions and cultures. So this has to be a fundamental mechanism,
the stringency and force of which derive from the unbridgeable antagonism
be een the two basic human principles of action, namely, competition and
the exclusion ofrivals on the one hand and solidarity with and the inchtsiort of
fel w human beings on the other.

Economic globalization is pushing outward the boundaries of national
lab ur and goods markets. Although individuals still primarily compete as ern
plo ees with others in their own national labour market, this direct competi
tiv relationship is now supplemented by a less obvious and more indirect one
wh ch results from global competition in the markets for goods and services.
Na ional goods have to compete on the world market with similar goods and
se ices from elsewhere, and these are likely to be all the more competitive, the
10 er the labour costs related to social insurance contributions to covet retire
me t pensions, health care and unemployment. These are the so-called non
wa e labour costs that, in Germany, include the additional component Mlong
te care insurance. As far as the real, demographically generated cost-burden
is oncerned, it is immaterial whether these costs are charged as a percentage
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Figure I. Correiation between life expectancy in 1980-1985and the number of children per
woman (totai fertility rate), 1985-1990, for the 30 most populous countries, covering
80 per cent of the total world popuiation
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of wages and salaries or as a percentage of corporate profits: the increase in
costs and the adverse impact on competitiveness are the same either way, and
the difference is purely one of economic accounting.

Non-wage costs are a fundamental determinant of prices. The older the
society, the greater the per capita expenditure on social insurance systems;
hence, the greater the non-wage costs and, thus, the lower the country's global
competitivity. However, developed countries with high per capita incomes and
high demographically determined non-wage labour costs will not automatically
be swept out of the world markets by countries where both incomes and non
wage labour costs are lower. High incomes are based on higher productivity
which can make up for, or perhaps even surpass, their less favourable labour
cost situation. Thus, high-wage countries will not necessarily be driven out of
their markets by less developed countries. In fact, every country has scope to
improve its position with regard to productivity and per capita income.

This competition among economies to obtain a favourable position en
courages employees to invest in their skills and qualifications, so the average
real wage level rises continually. On the other hand, the opportunity cost to a
parent of turning down work for the sake ofbringing up a child also increases
just as fast as this real wage level. In developed countries, the resulting low
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POPULATION PROJECTIONS FOR GERMANY IN THE
TWENTY-FIRST CENTURY

I

bi~ rate has created an "inverse" age structure: instead of the classic pyramid
sha e in which the youngest age groups make up the largest cohorts, these are
no the middle-aged; and in Germany's case, those aged 70-74 are destined. to
bee me the largest five-year group in the future.

i In Germany, the modem welfare State was introduced as far back as the
late lnineteenth century with the Bismarckian social reforms, which were con
tinually improved upon during the twentieth century. The system now has a
number of different features, including retirement pension, health, accident,
andlunemployment insurance, as well as provision for surviving dependants
andtmost recently, long-term care insurance. When it was first introduced in
the 880s, the social insurance system was tailored to an age structure based
on t, e classic "population pyramid" form with a broad base of young people.
Thejsystemoperates on what is known as the "pay-as-you-go" principle, under
whi h those currently in work pay their contributions into the various statutory
ins ance branches to fund the benefits paid out to the pensioners, unemployed
etc. at that same time. Benefit payments and contributions take place simulta
neo sly, in contrast to fully funded pensions in which capital is built up over
ma y years to finance future benefits for the same generation.

i For almost a century, this statutory benefits insurance system worked so
we

3
in Germany that hardly anyone needed to have children to ensure that

the would be looked after in their old age or if they were in poor health. The
ve fact that the innovations carried out in social policy were so effective for
m y decades was itself one of the reasons why the system ultimately stopped
wor~ng as the age structure changed owing to the low birth rate. Of course,
the odem social insurance system is not the only reason why the birth rate
has declined, but it is certainly one of the factors that influenced the demo
economic paradox, with all its consequences for a declining birth rate.

I

To show how uncertain forecasts are, people often point out that weather
fore asters repeatedly get it wrong. Yet weather forecasting offers a useful
me s to illustrate the use of demographic projections, which differ in nature
fro economic forecasts and various other predictions offuture trends: seasonal
ch ges, and associated aspects such as changes in average temperatures, can
be edicted months in advance with greater reliability than, say, temperatures
in e coming week. Though it may be generally true that predictions grow
mor uncertain the further into the future they look, the fields of climatology
and emography offer some major exceptions to this rule. One of the most im
po t of such exceptions is the phenomenon ofdemographic inertia, that is ito
say, the inbuilt momentum ofpopulation growth and decline: once the absolute
n ber of births in a population has fallen owing to a change in reproductive
patt ms rather than to any change in the number of women of childbearing
age, this will lead to a further reduction in future births, even if reproductive
patt ms remain constant following their initial change. Thus the initial change
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is triggered by a change in reproductive behaviour, but subsequent downward
movements in the absolute number of births, in a series of waves each a gen
eration apart, are due not to any further behavioural change but rather to the
simple fact that people who have not been born cannot have any offspring of
their own. This impact on future births created by the reduction in the number
of potential parents can be forecast with a similar degree of certainty to that
of the seasonal changes in years to come, in other words, almost 100 per cent.
Thus, it ought not to surprise us that demographic forecasts are substantially
more reliable than, say, economic ones. For example, the forecast changes in
the population offormer West Germany up to the pre-unification period (1985)
based on the 1970 census produced an error of 1.2 per cent.

The number of live births per woman (TFR) in Western Europe initially
rose slightly after the Second World War, but fell back sharply thereafter. The
TFR had increased from 2.39 in 1950-1955 to 2.66 in 1960-1965, but had
fallen to just 1.48 by 1995-2000. In Germany (East and West combined), the
rate went up from 2.16 in 1950-1955 to 2.49 in 1960-1965, before falling back
to 1.30 in 1995-2000. In the whole of Europe, whose population in 2000 was
729 million, the corresponding figures are 2.57 (1950-1955), 2.56 (1960-1965)
and 1.42 (1995-2000) (United Nations, 1999).

The general downward trend in the TFR in Europe after the period 1960
1965 was due to a change in reproductive behaviour which in turn had a broad
range of causes, including a shift away from traditional "family values", greater
sexual permissiveness, women's liberation, the growing number of working
women (meaning that those who chose to raise children would miss out on
greater earning opportunities, known as the "opportunity cost ofchildren") and
the increasingly effective cover against key life risks provided by the modem
welfare State (making children dispensable as a form of family-based social
insurance), and extending all the way through to such factors as the advent of
modem contraceptives. Strictly speaking, these factors do not properly explain
the change in reproductive behaviour because they are mutually dependent and
because they themselves require explanation. However, no matter how the ex
planatory factors are fitted together to compose a cogent theory ofreproductive
behaviour, the impact of the changes that really have occurred on the number
of potential parents growing up and the number of children they will have in
the coming decades can be computed relatively precisely. The collection of
essays by Voland (1992) offers an interdisciplinary review ofmodem theories
of reproduction. This also includes the present author's biographical fertility
theory, which endeavours to achieve a synthesis ofthe approaches ofa number
of disciplines (Birg, 1995, chap. 3, p. 45).

If no migration occurred in either direction, Europe's population would
fall substantially by the year 2050, even if one were to assume, as the United
Nations does, that the number of live births per woman will recover some
what, from 1.42 in 1995-2000 to 1.78 in 2040-2050. On this assumption, the
population would fall from 729 million in 2000 to 628 million in 2050 (United
Nations, 2001, table 26). The United Nations projections also assume that the
TFR in Germany will pick up from 1.30 in 1995-2000 to 1.64 in 2040-2050;
yet even assuming the birth rate does grow to this extent, the population net of
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any migration would then fall from 81.7 million (1995) to 58.8 million (2050)
(ibi1" table AA).

jThe reasons given above for past changes in reproductive behaviour will
not tose their validity in future, so there is nothing to suggest that these fac
tors k,vill cease to operate and allow the TFR to increase again, as the United
Nations assumes in its projections. Thus, it is interesting to analyse how the
population willdevelop if differentassumptionsare applied.The main findings
of~ author's projections based on these differing assumptions (Birg, 1998)
will e presentedbelow as well as in figures II and III. Twovariants have been
com uted, one with and one withoutmigration,and each is divided into six sub
vari ts. The sub-variants are intended to show projected population sizes on a
pure y hypothetical assumption, like that of the UnitedNations, that the number
of c ildrenper woman will again increase.However,the approachdiffers from
that f the UnitedNations in that a choiceof startdates for this increaseis given,
fro the year 2000, the year 2010, the year 2020 etc., with the last alternative
ass ing that the increase does not begin until 2050, the end of the projection
peri d. In each case, the numberof childrenper woman (TFR) is assumedto in-

e from1.25 (1995) to 1.50overa 15-yearperiod. Thelastof thesub-variants, in
whi h the TFR remains constant until 2050, tells us how the population would
dev lop up to 2050 if we rejected the assumptionof the United Nations that the
bi rate will rise: net of all migration,the populationof Germanywould shrink
to 5 .7 million by 2050 and to 24.3 million by 2100. Even if we assume annual
net i igration of 250,000 young people, the population would still be!set to
fall t 66.1million in 2050 and to 50.0millionby 2100.The assumednet migra
tion gure of250,000 immigrantsis in fact quite high relative to the averageof
170, 00 in recent decades. If net inward migration was lower, the shrinkage in
the opulationwould be correspondingly more acute. . .

I

The severity of the decline in population despite assumed net immigra
tion f250,000 people per annum demonstratesthe momentum involvediinthe
proc ss, due to the compound impact in each generation of the potential par
ents ho were never born. This momentum of population decline substantially
mult plies the birth deficit (that is to say, the excess of deaths over births in! a
give year) from about 100,000 at present to a peak of some 700,000 in tl}e
mid- enty-firstcentury.Even ifnet immigration is, say,225,000 and the TF~
hold its level of the last quarter-centuryat about lAlive births per woman, the
incr ase in the birth deficit to approximately 700,000 is still inevitable (figure
IV). So if one sought to counteract the birth deficit by net immigration, ~s has
hap ened so far, this would call for an ever-increasingnumber of immigrants
each year, rising to between 700,000 and 800,000-depending on the assumed
TFR by the year 2050 (figureV). This figure is substantially higher than the
uniq ely high rate of net immigration into Germany following the collapse of
the oviet bloc. .

108



Figure II. Population of Germany in the twenty-first century excluding migration effects,
assuming an increase in the number of births per woman (TFR) from 1.25 to 1.50 over
15 years, starting from alternative points in time
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NOTE:Assumed life expectancy: increasing to 81 years (men) and 87 years (women) by 2080.

Figure III. Population of Germany in the twenty-first century including migration effects,
assuming annual net migration of 250,000 and an increase in the number of births
per woman (TFR) from 1.25 to 1.50 over 15 years, starting from alternative points
in time
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NOTE:Assumed lifeexpectancy: increasing to 81 years (men) and 87 years (women) by 2080.
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Figure IV. Absolute number of births and deaths and the gap between the tl\fo
in Germany, 1946-1997 and 1998-2100
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nm CONSEQUENCES OF DEMOGRAPIllC TRENDS FOR GERMANY'S SOCIAL
! INSURANCE SYSTEMS AND THE POLICY OPTIONS AVAILABLE

1. The extent ofdemographic ageing and the population decline
in the twenty-first century

~
. The decline in absolute population size and the change in the age pro

file oth have their own different impacts on our economy and society.As far
as s cial insurance systems are concerned, the change in the make-up, of tihe
pop lation in terms of age groups is a problem that is foreseeable and can be
bud eted decades in advance. The impact of the fall in the absolute population
size, is rather more difficult to estimate, particularly as the number ofolder peo
Plei society will continue to rise while the number ofyounger ones is already
in cline, leaving a relatively small net reduction in population size ov.ed.he
nex 20 years. However, as time goes on, the shrinkage will gain ever more
mo entum. This will have a growing adverse impact on economic growth,

thUlcreating an additional impact on the ability to finance welfare spe••.. ndin.•.•.. g,
for xample, from tax revenues. Exactly how demographic changes wilt affect
eco omic growth, and how severely, cannot be forecast precisely. By way of
con ast, the effect an ageing society will have on the income and expenditure

I .
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Figure V. Hypothetical netmigration rate for a constant population numberin Germany
~orvariousbirthra~~
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of the social insurance system (retirement pensions, health and long-term care
insurance) is clearly apparent even now. The comments that follow will con
centrate on the latter issue.

The term"demographicageing"refersto the increasein a society's average
age or,to be moreprecise,in its medianage.Thepresentmedianage in Germany
is 38 years:one out of two males in the populationis over age 37, while one out
of two females is over age 40. Medianage is set to grow not only becauseof the
decliningnumbersin successive newlyborn age groupsas the yearsmoveon but
also because life expectancies are increasing. By the year 2050, one out of two
males in Germanywill be older than age 51, and one out of two females older
than age 55. Theseestimateseven includethe assumptionthat therewill be a net
immigration of 150,000youngerpeople into Germany;if the immigrationeffect
is ignored,the estimatedmedianages in 2050 will be 53 years for males and 58
for females (see figureVI, and Birg and others, 1998).
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Figure VI. Development of the age profile in former West Germany (Federal Republic of Germany) and East Germany
(German Democratic Republic) (population projection variant No.5: including migration and economic feedback)
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To make the impact of demographic ageing on social insurance systems
as clear as possible, we can measure it not just via median age but also via the
"ageing index": this is normally expressed as the number of persons aged 60
or ovh for every 100 people aged 20-59. The inverse value ofthe ageing index
is referred to as the "potential support ratio". Depending on what happens to
the birth rate, life expectancy and net immigration, Germany's ageing index
will ~ncrease to a value between two and three times today's figure by ~050.
Evenlon the hypothetical assumption that life expectancy remains constant, the
inde~ will nevertheless at least double. The demographic projections commis
sionr by the German Insurance Association to address the pension reforms in
2000~ffer the following key figures: the number of persons over age 60 will
incre e from 17.9 million in 1998 to 27.8 million in 2050, while the number
of pe pIe in age group 20-59 will fall from 46.5 million to 30.4 million in the
same~periOd' which means that the ageing index is projected to rise from 38.6
to 91 4, by a factor of 2.4 (middle variant: see Birg and Borsch-Supan, 1999,
p. 16 ).

2. The changing age profile

n the report for the German Insurance Association cited above, the author
com uted dozens of demographic variants incorporating different assump
tions regarding the birth rate, net immigration levels and future changes in life
expe taney. The account given below summarizes the changes in age profile
com uted for the middle variant (population projection variant No.5), also
sho in figure VI. The population projections and the assumptions applied
are s bdivided into four groups, namely, German citizens in former West Ger
man (Federal Republic of Germany) and in former East Germany (German
Dem cratic Republic), and immigrants in former West Germany and in former
East ermany. For Germany as a whole, the assumptions applied to these four
subp pulations can be summarized as follows:

a) The mean number of live-born children per woman, which changes
over he course of time, is 1.25 for German citizens and 1.64 for immigrants;

b) Life expectancy at birth rises steadily from 74.0 to 80.9 years for
male and from 80.8 to 86.9 years for females. Life expectancy among the
immigrants is assumed to be initially approximately five years higher than for
Ge an citizens, owing to the favourable selection effect of migration, but to
grad ally fall back to the same level as for Germans;

c) Net immigration is assumed to average 170,000 per annum.
ese assumptions also include the feedback effects of economic growth

on birth rate and net migration.
e number ofyoung people (under age 20) decreases steadily from 17.7

milli n in 1998 to 9.7 million in 2050, while the number of people aged 80
year or over increases in the same period from 3.0 million to approximately
10.0 million. The number of persons under age 40 in 1998 was still substan
tiall higher than that of persons aged 60 years or over (42.3 million versus
17.9 illion). In future, this relative picture will be reversed, and there will be
mor people aged 60 years or over than under age 40 (tables 1 and 2).
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The proportion of the population under age 20 is set to decline from 21.6
to only 14.3 per cent by 2050 while the proportion ofpersons aged 60 years or
over will increase from 21.8 to 40.9 per cent by 2050. The increase in an age
group's proportion of the total population is most pronounced for the oldest
population group, aged 80 years or over, which in 1998 accounted for only 3.7
percent ofthe population but in 2050 is projected to constitute 14.7 per cent of
the total. From 2050 onwards, the proportion ofpersons aged 80 years or over
remains similar to that ofpersons under age 20.

TABLE 1. POPULATION AT START OF THE YEAR

(Millions)

Ag~ (years) 1998 2030 2050 2080

Under 20 ............. 17.7 12.0 9.7 7.8
20-39 ................ 24.6 16.3 13.4 10.4
40-59 ................ 21.9 19.9 17.1 13.1
60 or over ............ 17.9 29.4 27.8 21.7
80 or over ............ 3.0 6.6 10.0 7.6

ToTAL POPULATION 82.1 77.5 68.0 53.1

TABLE 2. SHARE OF TOTAL POPULATION TAKEN UP BY VARIOUS AGE GROUPS

(Percentage)

Age (years) 1998 2030 2050 2080

Under 20 ............. 21.6 15.5 14.3 14.6
20-39 ................ 30.0 21.0 19.7 19.6
40-59 ................ 26.7 25.7 25.2 24.7
60 or over ............ 21.8 37.9 40.9 40.9
80 or over " .......... 3.7 8.5 14.7 14.3

ToTAL POPULATION 100.0 100.0 100.0 100.0

3. Consequencesfor the statutory pension system

(a) How the "pay-as-you-go" system works

For by far the most part, Germany's statutory pension insurance oper
ates on the "pay-as-you-go" system. In other words, those contributing to the
system today are effectively not saving up for their own retirement pensions,
but directly financing the amounts being disbursed to today's pensioners. By
the time current contributors have reached retirement age, the contributions
that they have made during their working lives will already have been spent,
so that their pensions will have to be funded by the younger generations still
engaged in work.

If the ratio of people requiring pensions to those effectively paying the
pensions increases over a period of time by a factor such as 2.4, the result is
either that contribution rates to the statutory pension have to be raised by that
same factor or that the level of pensions paid out (expressed as the average
pension in relation to average earned income) has to be cut by 112.4. Thus,
the core dilemma facing policy makers is to choose between either more than
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doubling the contribution rate (currently 20 per cent) over that period oftime,
morel than halving the pension level from the present 70 per cent, or funding
even imore of the statutory pensions system out of general taxation than is
already the case.

~hese alternative prospects, though politically untenable, are neverthe
less ~bjectively inevitable. This being so, measures have already been taken
over the past 10 years, unnoticed by most of the general public, to chip away
at the level of benefits paid out by the statutory pension system and hence
reduce the size of the necessary increase in contributions. Among the little
known benefit changes now legislated are measures such as heavier deduc
tions, in pensions paid to early retirees, the crediting of only a maximum of
three!years for school education instead of the previous seven, a reduction
in the value now attached to a contributor's early working years, cuts in the
pensions paid for partial occupational disability, and overall reductions in the
proportionate pension level over time in accordance with the "demographic
factor", intended to automatically cut real pensions in line with increased
demographic ageing.

(b) Policy option I: increased contribution rate or lower pensions
,

Figure VII illustrates the fundamental interrelationship, inherent in the
pay-as-you-go principle, between the statutory pension contribution rate, the
ageing index and the pension level as defined above. If policy makers wish to
cut tije contribution rate, they also have to cut the proportionate pension level,
or vice versa. The options available are shown as points on a straight line, the
gradient of which is determined by the ageing index. At present, demographic
ageing has not yet shown through very strongly, so the lowest of the straight
lines lwiththe shallowest gradient applies. However, that gradient will increase
over time in proportion to the ageing index itself. This increase will certainly
occur, simply because of the declining number of people in age group 20-60.
In other words, the gradient will increase even if there is no change whatever
in lire expectancy. Yet in practice, life expectancy at birth actually doubled
during the twentieth century, and it is still increasing at an average rate of
six t~ eight weeks each year. So even if the increase tails off in the future, a
further growth in life expectancy by at least five to six years is quite likely. In
the report we were commissioned to prepare in connection with the pension
reforms, the middle variant envisaged an increase from 74.0 to 80.9 years for
males and from 80.8 to 86.9 years for females. The increasing life expectancy
(variant "b") makes the gradients in figure VII even steeper, raising the contri
bution rate required to maintain the same pension level even higher than Under
constant life expectancy.

een under the unrealistic assumption that life expectancy will not rise
any er, the Scientific Advisory Council to Germany's Federal Ministry of
Eco omies has calculated that the contribution rate would need to rise from tel.
day' approximately 20 to about 40 per cent ifthe Government wished to main
tain~e present proportionate pension level of70 pe~ cent (Bundesministe..ri~m
fur irtschaft, 1998, p. 37). FIgure VII shows a Similar result. However, if life
expe tancy does go on rising, the rate needed to maintain pension levels will
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Figure VII. Relationship between the statutory pension contribution rate,
the pension level and increased life expectancy
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need to increase much more, to some 46 per cent. An alternative would be to
maintain today's contribution rate but cut the pension disbursed to about 30 per
cent ofaverage earned income. This makes explicit the covert contribution in
crease implied by using general taxation to help finance the statutory pension.

The general public is largely unaware that the last round of pension re
forms was based on demographic projections produced by the Federal Sta
tistical Office (in its eighth coordinated population projection) that worked
oIJ. the unrealistic assumption of no further increase in life expectancy from
I January 2000 onward. The expert report by the Scientific Advisory Council
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is also based on these unrealistic figures. It was not until its next projection
published in July 2000 (the ninth coordinated population projection) that the
Federal Statistical Office also built in the assumption offurther increases in life
expectancy, which our figure VII has already catered for.

(c) Policy option II: raising the retirement age

If the options of cutting the level ofpensions or raising contribution rates
are not acceptable, a drastic increase in the retirement age will be unavoidable.
By calculating age indices with a moving retirement age at one-year intervals
(61,62,63, ... , 73), we can establish in which years the retirement age would
need to be raised, and by how much, so as to maintain the ageing index con
stant' by virtue of this boundary shift. The dates at which retirement age would
need' to be raised as ascertained in variant 5 of the projections made for the
German Insurance Association are shown in table 3.

TABLE 3. INCREASE IN RETIREMENT AGE NEEDED TO MAINTAIN A CONSTANT
AGEING INDEX BY SHIFTING THE AGE GROUP BOUNDARY

Increasein theretirement
agefrom ... /0 ...

600=> 61
61 0=> 62
620=>63
630=>64
64 0=> 65
650=>66
660=>67
670=>68
68 0=> 69
690=>70
700=>71
71 0=> 72
72 0=> 73

This increasewill be needed
in the year ...

2000
2002
2006
2014
2018
2022
2026
2029
2031
2036
2039
2042
2074

The retirement age, currently about 60 years in practical terms (though
formally for men it is still 65 years), would have to be steadily raised to really
be 65 years by 2018,70 years by 2036 and, finally, 73 years by 2074: if this
were not done, the ageing index with its crucial impact on increased contribu
tion rates would inevitably increase (figure VIII). Even if the immigration rate
of younger people is high, the ageing index will increase at least by 100 per
centlfor a constant life expectancy (figure IX) or by up to 200 per cent fori a
parallel increase oflife expectancy (figure X).

IAn increase in the retirement age is not only unpopular but also unrealis
tic. "*,or one thing, only a minority of the elderly population would be in good
enough health to keep working right through to age 65, or indeed 73-male
life ¢xpectancy is currently 74 years, and assumed to rise in future to 80 years;
and !for another, businesses mainly prefer to employ younger people. There
are ~any occupations today, not just that of pilot or information technology
(IT) !expert, in which employees 40 or 50 years of age are already considered
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FigureVlIL Course of the ageing indices based on differing boundaries between the age groups
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Figure IX. Course of the ageing index taking account of differing annual rates of net
immigration (assumptions: TFR = 1.358; expectancy at birth (eo) = 75 years (males),
81 years (females»
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Fi~ure x. Course of the ageing index taking account of differing annual rates of net
immigration (assumptions: TFR =1.358; expectancy at birth (eo) =84 years (males),
90 years (females»
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rather old for the job. The more dynamically economies develop in the wake
of globalization, the more rapidly the relevance of the knowledge acquired in
occupational training will decline, and the less value will be placed on experi
ence, a form of capital that grows with age.

(d) Policy option III: immigration and an increased birth rate

High levels of net immigration adding 600,000 or more per annum to
the population cannot prevent an increase in the ageing index, even if life ex
pectancy ceases to rise, let alone if it does keep growing as expected. If net
immigration stayed at the level of recent decades (approximately 170,000 per
annum) and life expectancy went on rising to 84 years (males) and 90 years
(females), the ageing index would TOughly treble from the current 38 to some
115 by 2050.

If an attempt were made to avoid the increase in the ageing index solely
by allowing younger people to immigrate, the United Nations has calculated
that atotal of 188 million people (net) would need to immigrate into Germany
by the year 2050 (United Nations, 2001, table A.4). The reason this figure is so
high is that the immigrants would cut back the ageing index only temporarily,
before making their own contribution to its increase once they reached retire
ment age, thus leaving only a small net easing effect, especially since the birth
rate among immigrants to Germany is too low to have any lasting effect on the
age profile of the population. Statistically, ifboth parents are foreign nationals,
the number of live-born children per woman is 1.5. If the mother is a foreign
national and the father a foreign or a German national, the rate is 1.9 (Statis
tische Bundesamt, 1999, p. 51). Either way, the TFR is below the 2.1 figure
required to assure the long-term stability of the population. Nevertheless, be
cause Germany's immigrant population currently has a younger age profile, it
is set to increase from 7.4 million in 1998 to 10.0 million in 2050, even without
any additional net immigration, before subsequently declining to 6.8 million
by 2100 (Birg and Borsch-Supan, 1999, p. 150).

Another flight of fancy produces an equally sobering result: any attempt
to halt the rise in the ageing index solely by increasing the birth rate would call
for an increase in the number of live births per woman from about 1.3 to 3.8
(Birg and Koch, 1987, p. 174). This, of course, is a utopian notion given that
even the developing countries with the highest TFRs in the world average only
3.0 live births per woman (United Nations, 1999).

As already shown in figure V, a higher birth rate would indeed some
what reduce the net number of immigrants needed for the hypothetical purpose
of keeping a constant population, but even with a TFR of 1.6 live children
per woman the annual net immigration in mid-century would still have to be
300,000-500,000 people.

Thus, to summarize some of the conclusions so far:
• Because the falls that have already occurred in the number of births

will inevitably give rise to further substantial falls in future years, it
is impossible to prevent demographic ageing whether by changing
policy to encourage larger families or by moderately increasing the
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net number of relatively young people immigrating into Germany.
The demographic ageing of society can only be alleviated a little by
demographic measures; it cannot be brought to ahalt;
Germany's system of retirement pension insurance was designed in
the late nineteenth century for a population that had a young age pro
file. The decline in the birth rate during the twentieth century will
markedly increase the ratio ofelderly people to those ofworking age
in the twenty-first century. The only way ofretaining the present pay
as-you-go system of statutory pension insurance without increasing
contribution rates and/or lowering the pension level is to raise the
retirement age to 70 years and beyond.

The ultimate conclusion is that the statutory pension system, currently
ased on the pay-as-you-go principle, has to be reformed and adapted to the
hanging age profile of the population. To avoid both excessive increases in
ontribution rates and all-too-drastic cuts in the pensions paid out, additional
rovision for old age on an individual basis via private savings is needed: this
ill be substantially less dependent on demographic factors than the current

tatutory system. However, the statutory pay-as-you-go pension insurance sys-
m cannot be totally replaced by fully funded individual retirement provi

ion-it can only be supplemented by it. Total substitution would imply re
lacing the demographically derived security implicit in raising children by a
orm ofprovision totally dependent on the capital markets. By its very nature,
is would provide less and less security, the more profitable the investments

eeded to be, since these would then involve greater risk and increasingly have
o be placed in foreign markets.

4. Impact on statutory health insurance

At least hypothetically, the lost revenues and increased expenditure for
e statutory retirement pension scheme can be restrained by raising the retire
ent age. However, the health and long-term care insurance systems do not

ven have this purely theoretical avenue open to them: increasing per capita
xpenditure on health care as the population grew older would still be just as
nevitable, even if raising the retirement age were not a problem.

People at a very advanced age need, on average, about eight times more
pent on their health than do people age 20, as the North Rhine-Westphalian
ealth ministry has found (Ministerium fur Gesundheit und Soziales NRW,
995, p. 174). This is partly because older people tend to need more medical
ttention in the normal course of their lives than younger ones, and partly also
ecause the older the age group, the greater the number of deaths, hence the
.se in health-care costs. In 1997, just one man aged 20-25 years died per 1,000
n this age group, whereas the figure was 111 per 1,000 in age group 80-85,
nd 256 per 1,000 in age group 90 or over. Moreover, technical progress in
he medical field means that the "centre of gravity" in the age profile of per
apita health-care spending is continually pushing upward. While the ratio of
er capita health spending on young age groups to such spending on old age
oups was 1:8 in 1992, these shifts could alter the ratio to 1:20 by the year
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2040, according to the German Parliamentary Commission of Enquiry on
Demographic Change, based on the findings of a study by the Prognos Insti
tute (Enquete-Kommission, 1998, p. 230).

Demographic ageing increases the expenditure and lowers the revenues
of the statutory health insurance system. Because of the reduced number of
people of working age resulting from demographic factors, the system will
have less contributors and hence suffer a loss of revenue, amounting to some
30 pet cent by 2040. Simultaneously, expenditure is set to increase owing to
two factors, namely, an increase in the pure number of older people coupled
with the increase in the per capita expenditure on health care needed for older
age groups. Our own simulations estimate that these two factors will generate
additional expenditure needs at constant prices of some 22 per cent by 2040.

The widening gulf between rising expenditure and falling revenues will
require contribution rates to the statutory health insurance organizations to rise
from the present average of approximately 12 to about 21 per cent, unless
either standards of care are reduced or participants are required to fund a sub
stantially greater proportion ofcosts themselves. These findings operate on the
assuniption that future technological advances in medicine will not push up
costs at all or, in other words, that there will be no upward shift in the age pro
file of per capita health-care expenditure. If the ratio ofper capita expenditure
was indeed to rise from 1:8 to, say, 1:20, as discussed above, the contribution
rate would have to be further increased from 21 to 24 per cent. This relatively
small additional margin of3 percentage points for such a drastic shift in the age
profile due to medical progress shows that the need for higher future contribu
tion rates is driven much more by falling revenue than by increased expendi
ture, the momentum ofwhich is reduced by the fact that the number ofpersons
aged 60 years or over begins to fall back again after rising in the period up to
2030-2035 (figure XI).

5. Impact on long-term care insurance

As in the case of health insurance, the statutory long-term care insurance
programme will also be affected by demographic ageing as it lowers revenues
and increases expenditure. A similar pattern emerges insofar as the per capita
expenditure on long-term care increases steeply with age. In 1996, for example,
4 out of 1,000 participants in the statutory scheme in age group 35-39 received
benefits from it, compared with 24 per 1,000 in age group 65-69 and 280 per
1,000 iin the age group 80 or over. Demographic simulations conducted by a
number of institutes have calculated that the contribution rate for long-term care
insurance would need to rise from the current 1.7 per cent to between 3 and 6 per
cent by 2040 (Enquete-Kommission, 1998, p. 126). Yet even the upper projec
tion of6 per cent will probably be insufficient, as the following computations on
the increase in the "demographic senior citizens' care index" shows.

The demographic senior citizens' care index used here consists of the
number of people of advanced old age (where the need for care is most preva
lent) per 100 people in the age group that is 20-40 years younger than they are,
who normally take responsibility for caring for the elderly. The index has been

124



Care index P80/(40-60)

a1culated using alternative borderlines, initially treating "advanced old age"
s meaning 80 years or over, then 81 years or over, and so on up to 90 years or
ver. Correspondingly, the age groups assumed to be responsible for providing
are are 40-59,41-60, and so on. The first alternative is expressed in the formula

Population aged 80+ x 100
Population aged 40-60

The calculations made on the basis of the middle projection variant for
e German Insurance Association produced the following results (figures XII
d XIII):

(a) Age group 80 years or over, in which the largest number of people
equiring care are found, will treble in size between 1998 and 2050, from
.0 million to 9.9 million, as the large cohorts born in the 1960s reach their
Id age;

. (b) The number of men over age 80 is at present considerably smaller
~an the number of women over age 80, owing to wartime losses (0.8 million
~en versus 2.2 million women). In future, the number ofmen in this age group
will return to normal, growing to 3.9 million in 2050, while the number of
ivomen increases to 6.0 million;
I

! (c) The demographic senior citizens' care index for persons aged 80

~
ars or over (relative to 100 people in age group 40-60) is set to quadruple

rom 12.6 in 1998 to 55.0 in 2050. In other words, one person in every two
ged 40-60 years will be "matched" by a person aged 80 years or over with
e much higher likelihood of requiring care. The increase among men will be
ore marked than among women;

i (d) The care index relating the number of people aged 90 years or over
~o 100 persons aged 50-70 years was 2.3 in 1998; this is projected to grow to
to.s in 2050, and, by a factor of six, to 14.1 in 2059;
i (e) The further life expectancy ofpeople who have already reached age
to, 80 or 90 has increased much more significantly in recent decades than the
further life expectancy ofyounger people, where marked advances already oc-

~
urred some years ago. This trend will continue in the twenty-first century. The
umber of people in the German population aged 100 or over-a significant
gure from the care point of view-was estimated at 11,000 in 1998, but is
et to increase to 70,000 by 2050 and to peak at 115,000 in 2067 (figures XIV

dXV).
! The care index applied above measures only the direct, demographically
~etermined increase in the cost burden for long-term care associated with the

t
hift in the population's age profile. However, another demographically in
uced set ofcosts involving a slightly less direct route flows from the dramatic
ncrease in the number of people who remain childless throughout their lives.
,n younger generations, one woman in three now lives her life without having

f
'hildren. The upward trend is a continuing one. By far, the major part of care
or the elderly is still provided by members of their family and those members'
hildren. In future, the number of people requiring care who are childless and

I
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Figure XI. Simulations of the demographically induced rise in health-care expenditure and
ofthe impact on health insurance contributions in the twenty-first century
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Figure XII. Changes in the demographic senior citizens' care indices, using different delineation ages
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Figure XIII. Changes in the demographic senior citizens' care indices, using different delineation ages
(an variants indexed to 1998 .. 100)
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Figure XIV. Estimate ofthe future number of people aged 100 years or over in Germany
(projection variant 5)
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Figure XV. Estimate of the future share of the total population taken up by people aged
100 years or over in Gennany (pFojedien variant 5)
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have to obtain their care outside the family will increase especially strongly.
This raises a problem in that the principle ofequity in relation to contributions
paid will be breached unless contribution rates somehow take account of how
many descendants people have and what part they will play in providing care.

CONCLUSIONS

In the last three decades of the twentieth century, the worldwide decline
in birth rates and increased life expectancy generated demographic ageing not
only in the populations of industrialized countries, but in developing ones, too.
The worldwide process of demographic ageing will continue in the twenty
first century. By mid-century, the ageing index in Germany will have doubled
or trebled. This is largely attributable to the ever-decreasing numbers in the
younger age cohorts, and due only secondarily to increasing life expectan
cy. Demographic ageing so thoroughly undermines the effectiveness of the
statutory insurance system, including the solidarity between generations en
capsulated in the pay-as-you-go method of financing State benefits, that it is
becoming a matter ofever-growing urgency to develop other forces ofcultural
integration between younger and older generations as a substitute for the soli
darity formerly underpinned by the population's demographic structure.

Yet in practice, the opposite trend is operating. Now that competition
among economies predominates on a global scale and economic action in gen
eral is increasingly driven solely by the competitive principle, the link between
economic competitors and their responsibility towards society, based on a prin
ciple of solidarity, is steadily on the wane. Indeed, there is even a tendency for
the normal competitive principle to be perverted in the phenomenon of hyper
competition, in which cooperation and coexistence are no longer regarded as
a worthy aim, but the destruction of a competitor's entire trading basis is so
regarded. The demo-economic paradox of a declining number of live births
per woman while the level of economic development and per capita incomes
increase is one of the key consequences of this underlying trend.

Economic globalization leads to demographic destabilization, compelling
drastic reforms to be made in statutory welfare insurance systems. Nor can
the pressure for social reform exerted by demographic change be resisted
by allowing high levels of immigration of well-qualified people. Indeed,
large-scale, uncontrolled immigration ofrelatively unskilled people into Ger
many-representing several times the number of "permanent" immigrants to
the United States of America per 1,000 of population (Organisation for Eco
nomic Co-operation and Development, 1997, p. 15)-has actually exacerbated
the demographically driven problems by laying large additional burdens on the
welfare State instead of helping to alleviate them.

In Germany, the "pact between the generations"-that is to say, the demo
graphically underpinned basis of solidarity for the statutory social insurance
system-has already been so critically weakened that the pay-as-you-go sys
tem of funding retirement pensions can now be maintained only with the aid
of substantial grants out of general taxation to boost the revenue side. Without
these subsidies, the current contribution rate would be 24 per cent, not 20 per
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cent as it actually is. In future, the pay-as-you-go system will inevitably have
to be supplemented by individual private pension plans, in other words, set
up on a "fully funded" basis for each future pensioner. The investment yield
inherent in such fully funded pensions will then be able to accompany (but not
fully replace) the demographic guarantee of solidarity inherent in the pay-as
you-go system.

In the wake of globalization, national capital markets are increasingly
merging together into a single world capital market, the main rationale ofwhich
is to 'maximize returns. Yet to seek to provide a secure living in old age on the
strength of this risk-dependent principle ofyield maximization, of all things, is
a strategy destined to become all the more dangerous the more countries forfeit
their national "sheltered areas" in the wake of globalization.
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POLICY RESPONSES TO POPULATION AGEING AND
POPULATION DECLINE IN GERMANY

Charlotte Hohn*

A. POPULATION PROSPECTS

1. Comparing the assumptions oftwo recent German population
prospects with the United Nations population prospects

Recently the German Federal Statistical Office published its ninth co
ordinated population prospects (Statistisches Bundesamt, 2000) and the Ger
man Federal Ministry ofInterior a new set ofmodel calculations ofpopulation
(~desministerium des Innem, 2000), both up to 2050. While the assump
tions of the first are coordinated between the Federal Statistical Office and the
I~ State Statistical Offices, the latter are agreed upon by a ministerial working
grpup on population matters under the competence of the Ministry of the In
terior with the advice of the Federal Statistical Office and the Federal Institute
for Population Research.

(a) Subpopulations

The two sets ofrecent German population prospects differentiate between
the populations in east and west Germany, and those of the Federal Ministry
of the Interior differentiate also between foreigners and Germans since there
are still enormous differences in demographic behaviour, in age structure and
in regional distribution of these subpopulations. East Germany displays lower
fertility, life expectancy and immigration than west Germany. Foreigners live
mainly in west Germany and there in urban areas, where they have a higher
fertility, life expectancy and immigration surplus than Germans.

One major criticism of the United Nations study on replacement migra
tipn (United Nations, 2001) is the neglect ofdistinguishing between native and
immigrant population both in the base population and in the assumptions on
their respective demographic behaviours. Of course, this would increase data
needs. But the results would be much more instructive because the stock ofim
migrants matters in the debate as well as adaptations in demographic behaviour
and the trends in naturalizations. Here lies room for improvement of further
United Nations studies in this field.

*FederalInstitute for PopulationResearch(BiB),Wiesbaden, Germany. Both sets of German
pbpulationprospectsare based on the populationas of I January 1998.
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(b) Fertility

Both sets of German population prospects assume a constant low fertil
ity. The Federal Statistical Office assumes 1.4 births per woman, a level that,
increasing from 1.1 in 1998, will be reached by east Germans in 2005. The
Federal Ministry of the Interior assumes for west Germans a small fall from
1.4~ 1.35 until 2000, an increase for east Germans from 1.1 to 1.35 in 2005,
and for foreigners a constant level of 1.5, which is indeed remarkably low for
Ge any.

I The assumption of our distinguished United Nations colleagues in the
me1ium variant of the 1998 revision (United Nations, 1999, part one, table
A.2 of an increase in fertility in Germany ofup to 1.64 is already much more
mo est than that in earlier revisions, and has been criticized, inter alia, byHof. and Dorbritz (2000). German demographers do not share this optimism.
As matter of fact, the two German official projections discussed here are
the rst without differing fertility assumption.s. The constant low fertility level
in est Germany for nearly 30 years is a purely demographic, though strong
ar~ent. Theoretical and empirical survey-based deliberations do not leave
roor for assuming an increasing fertility in Germany.

(c) II Mortality

Both sets of German population prospects assume an increase of life
exptctancy. The ninth coordinated population projection assumes life expect
anc to increase from 74.4 (males)/80.5 (females) years in west Germany
and 71.8/79.6 years in east Germany (1998) to 78.1/84.5 years in Germany
in 2 50. Also, it adds a variant with an additional increase of life expectancy
u~· 80.1/86.4 years in 2050. In the population prospects of the Federal Min
is of the Interior, life expectancy increases from 73.6/80.5 years in 1998
tO~8.1/84.5 years (west Germans), and for the east Germans, from 71.8/79.6
ye s in 1998 also to 78.1/84.5 years in 2050. Foreigners have a higher life
exp tancy (81.5/87.6 years) which is to hold constant.

I The main mortality assumption of the German population prospects is
vert much in line with those ofthe 1998 revision ofthe United Nations popula
tiOl~ prospects: 78.9/84.5 years in 2040-2050.

(d) I Migration

! Both sets of German population prospects assume several variants to
refl ct the uncertainty about the dimension of international migration and to
sho the impact of migration on the age structure. Therefore, there is a vari
ant without any migration. The immigration of Germans (ethnic Germans in
the ain) is expected to level out from 80,000 in 1998 to reach 0 in 2040. For
for igners, the ninth coordinated population projection assumes two variants:
sta .ing from minus 50,000 in 1998 (!) and over (assumed) 20,000 in 1999,
immigration increases to 100,000 in 2003, and to 200,000 in 2008, and then
remains constant up to 2050. The model calculation of the Federal Ministry of
the IInterior adds a third variant with an increase of immigration to 300,000 in
201!3, with immigration then remaining constant. Also, the population pros-
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pects of the Federal Ministry of the Interior assume naturalization, taking into
consideration the new legislation and the.levels of immigration.

The migration assumption of the 1998 revision is hence rather close to
the "200,000 variant" in the two sets of German population prospects. The
temporal distribution is different, however, since the United Nations assumes
240,000 per annum up to 2005 with the figure then shifting to 200,000 per an
num up to 2050.

2. Comparing the results ofthe two recent sets ofGerman population
prospects with the United Nations population prospects

(a) I The medium variant

In table 1, we have compiled the German variants with a migration as
sumption close to the medium variant of the 1998 revision. The German
"200,000" migration assumptions are identical. From the ninth coordinated
population projections, we added the variant assuming a more substantial in
crease of life expectancy ("eo+ 2").

TABLE 1. MEDIUM-VARIANT POPULATION PROSPECTS FOR GERMANY

Foreign
Tota/net population

migration Population2050 Potennal 2050
Annualnet 1995-2050or {thousands} support ratio (percenlage)
migration 1998-2050 (J995: 2050 (1999:

(Ihousands) (Ihousands) 81,661,000) (1995: 4.41) 8.9per eem)

Ninth coordinated,
var.2 ...... 90-200 10360" 70381 1.92

Ninth coordinated,
var. 2, eo+2 . . 90-200 10360" 72012 1.8

Fed. Min.ofthe
Interior,var. B 90-200 10360" 70265 1.87 17.1

Scenario1. .... 207 11400b 73303 2.05 20

Sources; Bundesministeriumdes Innern (2000); and Statistisches Bundesamt (2000).
"1998-2050.
bI995-2050.

The (small) differences in population size and the potential support ratio
(P~R) in 2050 between the ninth coordinated population prospects, variant
2, and the Federal Ministry of the Interior's population projection B emanate
from structural effects, since the ninth coordinated prospects are the sum of
16 states' results, and the projection of the Federal Ministry ofthe Interior is
a direct calculation. Assuming a larger increase in life expectancy yields an
additional 1.8 million inhabitants but lowers the PSR, since it increases the
number of the elderly.

United Nations scenario I adds more immigrants mainly in the first years
ofcalculation when the real migration surpluses were much smaller in Ger
many. Here we have an age structure and migration effect. The PSRwas 3.93
in Germany in 1999, thus already less favourable than in 1995 (4.41V United



Nations scenario I assumes that fertility increases from 2020 to 2050, so there
is also a fertility-induced positive effect on population size and the PSR. In any
easel the PSR falls to more than half its value:

.• Ninth coordinated population prospect, variant 2: 43.5 per cent;

Ninth coordinated population prospect, variant 2 with eo+2: 40.8 per
cent;

Federal Ministry ofthe Interior population prospect, variant B: 42.4 per
cent;

United Nations scenario I: 46.5 per cent.

This dramatic deterioration of the age structure is the main message.
The small difference in the percentage of post-1995 migrants and their

descendants (United Nations scenario I) and of foreign population (Federal
Ministry of the Interior) should not allow room for complacency. The calcula
tion!of the Federal Ministry of the Interior considers not only the stock of
foreigners (8.9 per cent in 1999), but also naturalization.

(b) The variant with zero migration

Table 2 shows the rather similar results of projecting population in Ger
many without any international migration. Population declines and ages much
more rapidly. Without immigration, the proportion of foreigners in Germany
would fall from 8.9 to 5.4 per cent but not to nil. What is even more important,
the proportion of foreigners aged 65 or over would rise from a modest 4.1 to
53.2 per cent, while the proportion of Germans aged 65 or over would rise
from 17.1 to 31 per cent.

The PSR would fall to:

Ninth coordinated population prospect, variant K: 38.3 per cent;

Federal Ministry of the Interior, variant K: 37.2 per cent;

United Nations scenario II: 39.7 per cent.

Thej differences in the decline of the PSR without or with migration are not
negligible, but neither are they spectacular. The loss in population, however, is
much stronger as compared with that of the medium variants.

(c) , The impact ofmigration

, In table 3, we bring together the three migration variants in the Federal
Ministry of the Interior's population prospects with scenarios I, III, IV
and V. The main message is that the ageing process is inevitable unless one lets
Germany's population grow to 300 million inhabitants (scenario V).

These are the impacts of immigration on the PSR:

Federal Ministry of the Interior, variant A: 39.7 per cent with
"100,000" net migration per annum;

Federal Ministry of the Interior, variant B: 42.4 per cent with
"200,000" net migration per annum;
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TABLE 2. POPULATION PROSPECTS FOR GERMANY:
VARIANT WITH ZERO MIGRATION

Foreign
Totalnet population

migration Population 2050 Potential 2050
Annualnet 1995-2050 or (thousands) support ratio (percentage)
migration 1998-2050 (1995: 2050 (1999: 8.9 per

(thousands) (thousands) 81,661,000) (1995: 4.41) cent)

Ninth coordinated,
var,K, .... 0 0' 59031 1.69

Fed. Min. of the
Interior, var, K 0 0' 58624 1.64 5.4

Scenario II .... 0 Ob 58812 1.75

Sources: Bundesministerium des Innern (2000); and Statistisches Bundesarnt (2000).
a1998-2050.
bI995-2050.

Federal Ministry of the Interior, variant C: 44.4 per cent with
"300,000" net migration per annum;

Scenario I: 46.5 per cent with 207,000 net migration per annum;

Scenario III: 51.2 per cent with 324,000 net migration per annum;

Scenario IV: 55.3 per cent with 458,000 net migration per annum;

Scenario V: 100 per cent with 3,427,000 net migration per annum.

Immigration can mitigate the ageing process, but cannot realistically be ex
pected to stop it.

B. CONSEQUENCES OF POPULATION DECLINE AND
POPULATION AGEING

1. The issue ofpopulation decline

There is no fear of population decline in Germany. In its national reports
for the European Population Conference held in Geneva in 1993 and for the In
ternational Conference on Population and Development held in Cairo in 1994,
Germany never considered its imminent population decline a problem. Like
wise, in answering the United Nations Inquiries among Governments on Popu
lation and Development, Germany never expressed concern about its growth
rate (which was negative in most years of the 1970s and 1980s in the Federal
Republic of Germany).

During the 25 years that I have been asked to advise our Government, some
wanted to know whether population decline would not be beneficial ecologi
cally. It is consumption and production patterns, not population size, that have
the decisive impact on ecology in an industrialized country like Germany.

So scenario III was not debated at all in Germany.

139



TABLE 3. POPULATION PROSPECTS WIlli SEVERAL MIGRATION VARIANTS FOR GERMANY

Totalnet migration Potential Foreign population
/995-2050 or Population 2050 support ratio 2050

Annualnet migration /998-2050 (thousands) 2050 (percentage)
(thousands) (thousands) (/995: 8/,66/.000) (/995: 4.4/) (/999: 8.9 percent)

Fed. Min. of the Interior,
var.A .......................... 90-100 5960" 64 791 1.75 12.2

Fed. Min. of the Interior,

- var. B.......................... 90-200 10360" 70265 1.87 17.1
~ Fed. Min. of the Interior,
0

var.C .......................... 90-300 14260" 74864 1.96 21.4
Scenario 1 ........................ 207 11400 73303 2.05 20
Scenario III ....................... 324 17838 81661 2.26 28
Scenario IV ....................... 458 25209 92022 2.44 36
Scenario V........................ 3427 188497 299272 4.41 80

Sources: Bundesministerium des Innem (2000); and Statistisches Bundesamt (2000).

31998-2050.



2. The issue ofpopulation ageing

Population ageing has been the issue debated in (west) Germany since
the mid-1970s. When the fourth coordinated population prospects (published
in 1974) revealed the future ageing of population, an interministerial work
ing group on population issues was founded under the responsibility of the
Federal Ministry of the Interior. This interministerial working group prepared
population prospects with different fertility assumptions, fertility being rightly
considered the main determinant ofageing. It did not foresee an increase of life
expectancy, the second determinant of ageing. Moreover, it was cautious as to
immigration of foreigners in the years after the recruitment stop in 1973; the
three migration assumptions were: zero, 20,000 annual net immigration and
55,000 annual net immigration.

As to fertility, the medium variant assumed a constant net reproduction
rate (NRR) of 0.627 for Germans and of 0.84 for foreigners. For the German
population, a fall of the NRR to 0.5 and a rise to 0.8 were also considered.
The results were sobering: the proportion of Germans aged 60 years or over
would rise from 21 per cent in 1982 to 34 per cent in 2030 (to 40 per cent with
lower fertility and to 31 per cent with higher fertility) (Bundesministerium
des Innem, 1984, pp. 135-139). For comparison: the most recent population
prospects of the Federal Ministry of the Interior show an increase of the pro
portion of Germans aged 60 years or over from 23.9 per cent in 1999 to 35.7
36 per cent in 2030 and 36.5-37.6 per cent in 2050, varying with the level of
immigration and related naturalization of foreigners (Bundesministerium des
Innem, 2000, p. 39). The persistence ofthe issue is remarkable. In addition, the
proportion of the foreign population aged 60 years or over would rise from 7.2
per cent in 1999 to 41 per cent (variant A), 34 per cent (variant B) or 31.4 per
cent (variant C) in 2050 (Bundesministerium des Innem, 2000, p. 41), offering
a small demonstration that migrants age too.

The interministerial working group published its first projections in 1984
together with a comprehensive report on the consequences of population
change on the various sectors of the State and economy- (Bundesministerium
des Innern, 1984). The report deals with consequences of population change/
ageing on:

Family and youth (with a number of interesting remarks on single
children, but also on familial support and care of the elderly);

Foreigners (maintain recruitment stop, support integration, improve
education and vocational training ofyouth);

The economy (the economic trends and structures, for example, in
creased productivity and lifelong learning, were considered more de
cisive than demographic change; the assessment did not go beyond
the year 2000);

The labour market (here unemployment was foreseen for the 1980s
and was to disappear gradually in the 1990s (!); the assessment did
not go beyond the year 2000);
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The pension system (a major problem to be studied by a commission;
a report by the council of social economists to the Federal Minister
of Labour found that in order to maintain the pay-as-you-go system
either the contribution rate would have to be doubled or the pension
level halved, two extremes to be avoided);

Health insurance and provision (the increase of health costs was
driven much more by medical progress than by ageing, an assessment
partly due to the assumption ofconstant life expectancy);

Education (small cohorts of students followed big cohorts at different
times; fewer teachers were needed);

Infrastructure and public finance (no major problems).

The report does not suggest any options for political action, it "only" as
sessed possible consequences of population ageing.

The report of the interministerial working group was presented to the
German Parliament and initiated a debate. The main problem of population
ageing was seen to be the maintenance of the pension system, but other issues
were also analysed. Teitelbaum and Winter (1985, p. 125) correctly summarize
the situation: "Apart from German sangfroid regarding economic issues, there
has been some discussion of the implications for the social security system
of changes in the age structure." Indeed, a pension reform law was passed by
Parliament in 1989. In 1992, the first part of the pension reform law became
effective: the annual adaptation of the pension level to the development of net
incomes (instead of to gross incomes). The demographically more important
part-the gradual extension of age at retirement to 65 years-will become ef
fective as of 2001.

The interministerial working group is still active, but after 1984 only up
dated population prospects were published (the most recent one was presented
in sec. A above). Neither a review ofthe possible consequences, nor an effort to
provide recommendations for action, was made. So in 1992, the German Par
liament established the Ad Hoc Study Committee (Enquete-Kommission) on
Demographic Change composed ofparliamentarians and experts to investigate
the "challenge of our ageing society to the individual and politics" (subtitle
of the committee). The committee published an interim report at the end of
legislative period in 1994 (Deutscher Bundestag, 1994). This interim report of
630 pages covers:

The demographic situation including population prospects;
The family and social networks;
The income situation;

• Active ageing;
Housing;
The health and medical situation.

All the chapters (most of them on the microlevel) provide options for po
litical action except with regard to demographic processes. We will comment
on some of them in the next section. The committee recommended that a new
committee be established in the next legislative period to approach fields not
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yet studied, namely, demographic change in the European Union (EU), elderly
foreigners, migration and integration of migrants, and the social security sys
tem and macrolevel aspects of ageing.

Thus, another Ad Hoc Study Committee on Demographic Change started
its work in 1995. The report was to assess the following themes:

Demographic trends in Germany and EU;
The economy and the labour market;

The pension system;

The health and care insurance system;
• The family and social networks;

Social services;
Migration and integration.

As it had proved impossible to discuss policy options (except those con
cerning the family and social networks! and migration and integration), the Ad
Hoc Study Committee decided to publish a second interim report of830 pages
in 1998. In the meantime, a Third Ad Hoc Study Committee is grappling with
the;task ofelaborating recommendations on political action.

C. POLICY OPTIONS

1. Demographic options

(a) Fertility

None of the federal Governments ofwest Germany have any intention of
influencing fertility. While they agree that fertility is too low, when responding
to the United Nations Inquiries among Governments on Population and Devel
opment, they have stated that they will undertake no interventions.

Already in 1983, Alison McIntosh (1983, pp. 211-212) had summarized
the attitude of the German Government: "On the basis of interviews conducted
in 1978, it appeared that the Federal government lacked convincing evidence
that population decline constitutes a serious threat to economic growth. The
government was also aware that expert opinion is doubtful of the lasting ef
fect of traditional pronatalist incentives. Under these circumstances, the Fed
eral government was reluctant to embark on a costly program of incentives
to childbearing, the more so since such a program violates the ruling parties'
ideological belief about the family and the individual and might be interpreted
as an infringement of civil liberties." McIntosh quite ingeniously labels west
Germany a "prisoner of the past" in that respect. Indeed, the legacy of the rac
ist pronatalist policy of the Nazis still provides an additional and unspoken
rationale for refraining from any pronatalist measure.

The assessment of McIntosh not only correctly captures the situation in
the 1970s under the social-liberal Governments, but also characterizes the at
tirade of the Christian-liberal Governments from 1982 to 1998 and the present
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social-green Government. This does not exclude an interest in developing a
family policy which in the meantime is a rather broad and generous one. In
their national report for the International Conference on Population and Devel
opment, we read: "For the German Government, family policy in general and
family-relevant political measures have a significance of their own which need
not be justified through population-relevant considerations; nevertheless, side
effects considered demographically desirable might occur" (report of the Gov
ernment of the Federal Republic ofGennany for the International Conference
on Population and Development, 1994). Such "side effects", however, did not
occur-and this small sentence was never repeated.

It is therefore typical and according to expectations in Germany that the
two Ad Hoc Study Committees on Demographic Change unanimously agreed
not to add any policy options to influence demographic trends or, more pre
cisely, fertility. Also, the recommendations concerning the family and social
networks do not mention any measure to influence fertility. They aim at the
further improvement of living conditions of children and parents without any
preference for the family form, and at measures to reconcile job and family for
both mothers and fathers.

Finally, it is fair to remember that the Population Division of the United
Nations Secretariat prepared its study on replacement migration because ''the
recent experience of low-fertility countries suggests that there is no reason to
assume that their fertility will return any time soon to the above-replacement
level" (United Nations, 2001, chap. II, second paragraph)."

(b) Immigration

In (west) Germany, immigration was never regarded as a measure to
shape the size or age structure ofpopulation. Though Germany so far has never
pursued any immigration policy in the strict sense, there are three main reasons
for immigration:

Constitutional (Germans and ethnic Germans);

Humanitarian (asylum-seekers);

Economic (foreign workers).

. After the Second World War, millions of German refugees and displaced
persons came to the Federal Republic of Germany (west Germany), In the
1950s until 1961, Germans from the German Democratic Republic (east Ger
many) followed until "the wall" stopped this immigration. In the 1960s, labour
force needs led to the recruitment offoreign workers (called "guest workers" at
that time); the recruitment stop was launched in 1973 and is, in principle, still
in force. Exceptions relate to family members, and to persons from EU coun
tries. Recently, a new type of immigration for a limited number of information
technology specialists has been introduced. It is called the "green card"-or
(in Bavaria) the "blue card"-initiative. Chancellor Schroder announced such
a measure at the opening of the Hannover fair in March 2000 to overcome the
apparent shortage of computer specialists. Whether Chancellor Schroder was
also inspired by the United Nations study on replacement migration it is diffi
cult to say. The discussion of this measure of temporary immigration ofhighly
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qualified foreigners, however, took on a much higher profile in Germany than
did the discussion of the United Nations study.

With Gorbachev's glasnost policy, the influx of ethnic Germans from
Central and Eastern Europe started in 1987. These ethnic Germans had settled
in those regions (mainly the Russian Federation, Poland and Romania) 200
years ago and now wished to return to the country of their forefathers. A peak
of this immigration of ethnic Germans coincided with the hasty east-west mi
gration of persons from east Germany after the opening of the wall, which
was increased by a larger number of asylum-seekers. This constitutional right
of asylum of political refugees was limited in 1993 to those not arriving from
"safe third countries". Also, ethnic Germans had to apply with the German
embassies in their country of origin to enter Germany. Once in Germany they
receive the German passport; children born to foreigners in Germany (second
and third generation), however, are still foreigners. As of 2000 they have the
option, however, of acquiring German nationality in addition to their foreign
nationality, and they have to decide thereon after reaching the age of majority.

Germany also accepted large numbers of refugees from civil war in the
former Yugoslavia who are supposed to return once there is peace again in
their region of origin. Finally, one should know that only a small fraction of
asylum-seekers are granted asylum, but many of those refused are nevertheless
tolerated as de facto refugees.

To sum up, the varieties of situations of migrants in Germany are very
complex. The present Government intends to launch an immigration law. The
Minister ofthe Interior has established an independent immigration committee
which is to submit its proposals until mid-200!. The major problem will be
how to reconcile economic, humanitarian and constitutional reasons for im
migration. There is no controversy either regarding whether immigration will
continue, or regarding whether it must be regulated.

2. Options ofadaptation and reform policies

(a) Options to adapt to the decline in working-age population

As noted in the previous section, Germany does not pursue any direct
population policies, with respect either to raising fertility or to using immigra
tion to prevent a decline in the total population size or in the size ofthe popula
tion ofactive age.

The fact that the number of persons in working ages between 20 and 65
years would decline strongly after 2010-2015 was already noted by the inter
ministerial working group when preparing its report on the consequences of
demographic change at the beginning of the 1980s. The representatives of the
Ministry of Labour, however, convinced the working group that it was not the
demographic change that was decisive but the economic constellations; and
since it would be extremely difficult to project economic trends longer than 20
years, they stopped their analysis with the year 2000 (Bundesministerium des
Innern, 1984). It should be noted that they expected a shortage of apprentices
in the 1990s; but the true and sad fact is that youth unemployment is appal
lingly high in Germany-and this is structural unemployment.
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The First Ad Hoc Study Committee on Demographic Change of the Ger
man Parliament looked at the labour market up to 2030 under status quo as
sumptions ofeconomic behaviour' and stated that there would be an increasing
imbalance with a shortage oflabour after 2010. The Ad Hoc Study Committee
came up with five options of adaptation:

Increase of labour productivity (use the benefits of computerization
and lean production);

Flexibility of working time (start working earlier, sabbatical years in
the family phase, part-time work for the elderly);

• Increase ofage at retirement (also ofadvantage for the social security
system);

Promotion of labour-force participation of women (a positive trend
anyway);

• Controlled immigration.

These five options are reported in the order in which they were given
(Deutscher Bundestag, 1994). Qualification and lifelong learning were con
sidered to be of great importance for the ageing labour force as well as for the
foreign population in Germany. The First Ad Hoc Study Committee also felt
that more differentiated models of the labour market with an array ofpossible
economic developments should be studied, a task that it transmitted to the next
ad hoc study committee.

The Second Ad Hoc Study Committee on Demographic Change of the
German Parliament availed itselfofmore recent, and more sophisticated stud
ies with plausible alternative models of the future labour market. The sober
ingcommon denominator was that unemployment would persist well beyond
2010. As for the non-economic trends, namely, the demographic trends, this
study group saw the effect of demographic relief of the labour market after
2010 (Deutscher Bundestag, 1998, p. 291). There were no more concerns of a
labour shortage in the shadow of structural unemployment. The Ad Hoc Study
Group could not agree on options: this should be done by the Third Ad Hoc
Study Group.

It seems that we have reverted to the assessment ofthe early 1980s that, in
respect of the size of the working-age population, it is economic determinants
that matter most, not the demographic decline. We demographers have to note
that assessments in this field go beyond population numbers and take into ac
CO$t plausible economic developments as to employment and unemployment
and economic growth. The pure population numbers are only a first indicator
of possible problems. We have returned to a state of affairs that I summarized
at the Expert Group Meeting on the International Transmission of Population
Policy Experience in 1988: "The modem economies will need less (expensive)
labour that can be (and is) replaced by capital-intensive technology" (Hohn,
1990, p. 157).6 The reaction of German experts to the United Nations study
on replacement migration, and, in particular, to our media's interpretation of
imminent economic decay without immediate large-scale immigration to bal
ance the shrinking working-age population in Germany, was therefore to dispel
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these fears ofcurrent and persistent unemployment (also of foreigners) and to
indicate the availability of other options to overcome an eventual shortage of
labour. The main arguments were economic, and also concerned the needed
qualifications of migrant workers.

(b) Options to reform the pension system

The issue ofpopulation ageing cannot be solved by immigration. The un
desired consequences of ageing for the social security system must be solved
by reform of this system and hence by adaptation to population change. How
ever, "a policy ofadaptation requires a long period of launching and an obser
vation of mechanisms so far unknown" (Hobo, 1990, p. 157).

This period of observation is now quite long in Germany, some 20 years.
Already the interministerial working group had regarded the need to reform
the German pay-as-you-go pension system as the biggest challenge. They re
garded the introduction of a capital accumulation system of old age income
security as less promising (Bundesministerium des Innern, 1984). In Germany,
"the existing social security system is, however, so generous and so flexible
that a reform policy with an objective of reducing the level of pensions and
increasing contributions by the working population together with an increase
in the age at retirement appears feasible. The theoretical alternative, either to
halve the pensions or to double the social security contributions, is politically
unacceptable" (Hobo, 1990, p. 156). Indeed, the age at retirement was to be
raised, starting, however, only in 2001.

The First Ad Hoc Study Committee on Demographic Change of the Ger
man Parliament did not analyse the pension system, and the Second did not
provide any policy options. Their analysis, however, clearly shows that there
are in principle several options, but unfortunately none where the whole popu
lation would benefit financially. And here we come to the crucial problem of
acceptance: politicians that take away instead of providing more risk not to
be elected. Of course, if one had started reforms earlier, the acceptance might
have been easier.

The introduction of a "demographic factor" (concerning increase of life
expectancy at age 60 with an effect ofgradually decreasing the pension level of
future pensioners) by the Kohl Government in 1998 was immediately abolished
by the new Government. Some observers believe that Kohl and the Christian
Democrats lost the elections in 1998, inter alia, because ofthis pension reform,
which was called by the Social Democrats a measure of "social chill". In the
meantime (first in 2000), the pensions are no longer adjusted to the increase of
net income but to the (lower) inflation rate. For the last two years, the Social
Democrat Government and the trade unions have been discussing retirement
at age 60 (of course, with a view to decreasing unemployment), and this idea
has now been dropped. The plans to reform the German pension system that
are under discussion foresee a sizeable decrease of the pension level in order
to keep the contribution rate at 20 per cent of gross income; they also intend
to make an additional private pension scheme compulsory (to be supported by
income tax benefits); and there are rumours ofan extension of the age at retire-
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ment beyond 65 years. The discussions within the Government and be een
the parties are vivid and controversial. Nothing definite has been decide , but
the conviction grows that something must be decided. Strangely enoug , the
media are still rather mute on the topic ofpension reform. The German s stem
of securing old age income is too complex to be easily understood in r sped
of its repercussions on the different generations. Along these lines, it m y be
noted that:

The majority of the population are covered by the compulso pay
as-you-go system. Half of the contributions of the active popu ation
is paid by the employer. A growing part of pensions is assured from
federal taxes;

A number ofbig corporations voluntarily pay pensions to their f rmer
employees;

Civil servants have their own system of pensions (from f deral
taxes);

The self-employed acquire life insurance, investment funds or hares
or contribute to pension funds;

Many Germans own a house or a flat.

A shift from the pay-as-you-go system to a combination with a capi I ac
cumulation system is only relatively easy for the younger generations. M ddle
aged and older persons in the labour force have already contributed to th pen
sion system and acquired pension rights, and they would have fewer ye rs for
building up private pensions. The acquired pension rights, however, are r lated
to future age structure imbalance between the elderly and the work' g-age
population as well as to the future level of employment and income.

(c) Options to reform the health-care system

Health insurance is compulsory for the employed and pensioners; ontri
butions are related to gross income. Hence, contributions become smalle after
retirement. The self-employed and civil servants usually are in a private ealth
insurance plan where the contribution rate depends on age at entering the insur
ance plan, current age and sex. Here insurance rate increases slightly with age.

In addition, there is compulsory long-term care insurance for eve ody.
The growing expenditures in the health sector are driven by medic I pro

gress and a self-service mentality of patients, doctors, hospitals and th phar
maceutical industry. Numerous measures to limit and control expen itures
have been tried in the past. Not long ago all medical services were reim ed.
In the meantime, flat rates have to be paid for medicine or for each day' hos
pital. Doctors have fixed budgets for their services that are not to be exc eded.
Dissatisfaction is growing among patients and doctors.

It seems that the problem of maintaining the provision of general ealth
care is related not only to the ageing process but also, and even predomi antly,
to medical progress and the existing health-care system. This analysis s con
tained in the second interim report of the Ad Hoc Study Committee, which
does not, however, offer any political options (Deutscher Bundestag, 1 98).
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NOTES

IThequestionof an optimalPSR remainsto be investigated. The assumptionof the highest
observedPSR is quite insufficient.

2The recent population prospects of the Federal Ministry of the Interior do not provide
commentson the consequences.

3Recommendations alreadyin the first interimreport were slightlymodified.
4This statementendswithareferenceto theUnitedNationspublicationonbelow-replacement

fertility(UnitedNations,2001)based on the ExpertGroupMeetingin f997.
sThese assumptions were rather optimistic shortly after the economic boom owing to

reunification, and definitely underestimated structuralunemployment.
6Where I also quote the same opinionof the Italiandelegationto the EconomicCommission

for Europe(ECE)Meetingon Populationand Developmentheld in Budapestin 1987.
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POSSffiLE POLICY RESPONSES TO POPULATION GE
ING AND POPULATION DECLINE: THE CAS OF
ITALY

Antonio Golini*

It is widely known that population ageing is a demographically inev table
process, since it is linked to the demographic transition and therefore to t e fall
in births and in mortality rates, mostly at older ages, as is presently occ .ng
in the more developed countries. Depending on the onset, speed and int nsity
ofthe demographic transition, the ageing process will vary both in speed d in
extent on a geographical basis, both at the intemationallevel and withi each
country. It is likewise known that ageing is the positive result of two vic ories
that humanity has sought for centuries and is still seeking: the victo over
unwanted births and that over premature deaths.

Because ofthe sharp, prolonged fall ofthe fertility rates, and conseq ently
ofbirths, that has coincided with a sharp, prolonged rise in longevity, Ita y has
now become the "oldest" country in the world, recording the highest prop rtion
ofpopulation aged 65 years or over, and the lowest proportion ofpeople der
age 15. Up to now, the fall in fertility and the increase in the mean length flife
have almost perfectly compensated one another in the dynamics ofpopul tion,
since for many years the number of births-approximately 530,000-55 ,000
per year-has been more or less the same as the number ofdeaths. The n ber
of the deaths has exceeded the number of the births for just a few year , and
the Italian population is undergoing a natural decline that is very mod st for
the moment. In the near future, the speed ofpopulation ageing will proba ly be
greater than the rate of increase in the length of life. Therefore, over th next
decades, the number of deaths should rise drastically, reaching the po sible
figure of 750,000-800,000 deaths per year in 2050, compared with a po sible
number of 200,000-300,000 births, and thus to a possible deathslbirth ratio
equal to 2.5-4.0 (United Nations, 1999).

For the Italian population, the processes of decline and ageing ha e al
ready started. Based on the United Nations projections, the population w II fall
from 57.3 million in 2000 to 36.8 million in 2050 according to the low-f rtility
scenario (continuation of the current level of 1.1-1.2 children per woman or to
46.8 million according to the high-fertility scenario (recovery to 2.1 c ildren
per woman). At the same time, the proportion of the population aged 60 years
or over would rise from the current 24.2 to between 36.3 and 46.2 p cent
(United Nations, 1999). As is well known, the faster the population d cline,

*Universitildi Roma, Rome, Italy.
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the faster the ageing process and vice versa. Thus, in any case, there would be
an extraordinary upsetting in the population, which would be all the greater if
fertility remained very low, all other factors being equal.

The ageing process is widespread and involves individuals, households,
population and subpopulations (the elderly and the working-age population in
particular). This will have a series of demographic as well as psychological,
cultural, economic, social and environmental consequences both at the micro
level, for individuals and households, and at the macrolevel, for populations
and subpopulations (Golini, 1999). The more advanced the process of popula
tion ageing and decline becomes, the greater and more profound the conse
quences will be; the faster the process takes place, the greater the necessity of
a prompt and adequate response from the society as a whole and from indi
viduals. Therefore, the difficulties derived from ageing, and to a lesser extent
those derived from the population decline, are linked to the intensity and speed
of the process. Society does not always respond adequately to these problems
because demographic changes are hard to perceive in the short term. Political
decision-making processes in Western democracies are the product of long,
complex negotiations and compromises, and they rarely look at the long term.
Sometimes societies fail to achieve the most suitable and acceptable solutions
in a timely manner, especially in processes such as ageing, which are new in
the history of humankind.

Therefore, when the process is intensive and fast, there is a need to dy
namically "restructure" the whole society in response to the sharp fall in the
number of young people and the simultaneous sharp increase of the elderly.
Figure I shows observed and expected growth rates by major age groups (for
the population aged 0-19 and 60 or over) in a population like Italy's between
1950 and 2050. There have been periods, for example, around 1985, when the
number ofyoung people decreased at an average annual rate ofover 3 per cent.
It is obvious that a population will have serious difficulties if that population
has to shift financial, physical and human resources from one segment of the
population to another in just a few years.

The average annual rates of increase for various age groups produced by
simulation! (figure II) help to understand the ageing process. It is clear that the
differential trends in the young population compared with the old one depend
on three values identified in the segments called a, b, c:

Segment a indicates the excess growth of the older population when
the younger population, owing to the fall in fertility rates, reaches a
growth rate of zero;

Segment b indicates how long the older population continues to grow
once the younger population starts to decrease;

Segment C indicates the excess decline of the younger population
when the older population is about to decrease, having reached a
growth rate of zero.

The differences in the growth rates at any given time and the time lag
between the onset of the decline of the young population and the onset of the
decline of the old population produce the various demographic transitions of
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Figure I. Growth rate by major age groups (population aged 0-19, 60 or over,
and total population), Italy, 1950-2050, low variant
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Figure II. Growth rate by major age groups (population aged 0-19, 20-59, 60 or over,
and total population): simulation over a period of 200 years
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the three population segments, with highly differentiated rates appearing as
clearly shown in Figure III. Figure IV shows how this mechanism is linked
with the ageing ofall the subpopulations with different timing and rates; those
rates should be the basic elements for formulating and implementing political
responses to ageing.

Trends in the elderly segment of the simulated population are reflected in
the projections ofthe population ofan Italian region, Liguria.' Figure V clearly
shows that while the proportion of the elderly continues to rise, the absolute
number of elderly people starts to fall after reaching a peak. This divergence
between the proportion of the elderly-increasing-and their absolute num
ber-falling-creates additional problems for the management of the elderly
since, at some point, the physical, financial and human resources dedicated to
the elderly will have to be reduced, while up to a few years ago these resources
should have been growing.

In relation to the various phases of the demographic transition of the dif
ferent subpopulations, a new development is taking place in Italy: a consider
able fall and a significant ageing of the working-age population are forecast.

Between 1950 and 2000, the moderate increase of the working-age popu
lation enabled the country to face (from the demographic, economic and social
points ofview) the sharp increase of the older population:'

The total population (relative increase) went from 100 to 122;

The young population aged 0-19 (relative increase) went from 100 to 68;

The working-age population aged 20-59 (relative increase) went from
100 to 130;

The elderly population aged 60 or over (relative increase) went from
100 to 241.

Referring to the data for the period 2000-2050,4 we could expect the fol
lowing changes:

• The total population (relative increase) went from 100 to 72;

The younger population aged 0-19 (relative increase) went from 100
to 61;

The working-age population aged 20-59 (relative increase) went from
100 to 54;

• The elderly population aged 60 or over (relative increase) went from
100 to 122.

For a more detailed analysis of changes in the working-age popullation,
we should refer to national sources which also enable us to examine the itrends
at the subnational level. Between 1999 and 2029, the working-age popula
tion, considered here to be between ages 15 and 64, could vary in the arhounts
shown in table 1. Some brief observations:

(0) The fall in the working-age population may accelerate over time:
8.3 million in 30 years, an annual average of -173,000 in the first decade,
-248,000 in the second and -404,000 in the third;
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Figure In. Index numbers (year zero = 100) of total population and sUbpopulations
(population aged 0-19, 20-59, 60 or over, and total population): simulation over a period of 200 years
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Figure IV. Births and deaths in total population, and entrance and exit flows to and from
various subpopulations (aged 0-19, 20-59, and 60 or over)
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Figure V. Size (thousands) and proportion of total population aged 65 yean or over, Liguria, 1999-2049
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TABLE 1. WORKING-AGE POPULATION IN 1999 AND EXPECTED CHANGES
BETWEEN 1999AND 2000

(Thousands)

Change /999-2029

Division/gender/age group

North M+F, aged 15-64 .
Central M+F, aged 15-64 .
South M+F, aged 15-64 .
Italy M+F, aged 15-64••••••.•.•••..•.

Italy M, aged 15-64 .
Italy F, aged 15-64 .

Italy M+F, aged 15-34 .
Italy M+F, aged 35-64 .

Value in /999

17578
7497

13 993
39068

19534
19534
16362
22706

Absolute

-5151
-2055
-1051
-8257

-3959
-4298

-6815
-1442

Percentage

-29.3
-27.4
-7.5

-21.1

-20.3
-22.0

-41.7
-6.4

Source: Own calculations from unpublished projections by A. Golini and A. De Simoni
(constant fertility, slight reduction in mortality, zero migration).

(b) The fall is much sharper in north-central Italy (27-29 per cent), in
other words, in the area with the greatest economic development and the low
est unemployment;

(c) A decrease (7.5 per cent) is also expected in the most economically
backward part of the country, which is experiencing high unemployment,
especially among youth. This means that the gaps created by demographic
trends in north-central Italy cannot be compensated with internal south-north
migrations, as occurred in the 1950s and 1960s, when about 4 million people
emigrated from the south, half to the rest of Italy and half abroad. The south
was thus largely deprived of its human capital. In 1999,64 per cent ofthe total
working-age population in Italy lived in the north-central area, while in 2029
this proportion should fall to 58 per cent;

(d) The expected decrease is slightly greater for women (4.3 million)
than for men (4.0 million); that is to say, women's employment has increased
sharply in recent years, while men's has fallen;

(e) The expected decrease is much greater for the younger segment of
the working-age population (6.8 million, -42 per cent) than for the older seg
ment (1.4 million, -6 per cent). The lack of young people will be serious and
the ageing of the working-age population will therefore be considerable.

In the medium term, the most serious problem for the Italian population,
society and economy will stem from this sharp fall and ageing of the working
age population, with a persistent decline of the younger population and the
increase of the older population.

A study recently conducted by the Population Division of the United
Nations Secretariat (United Nations, 2001) has helped highlight all the weak
nesses of the structure of the Italian population, and has had a greater impact
in the press and among politicians than all the numerous and frequent analyses
conducted in Italy on the same topic and with the same results. The sharp fall in
fertility over recent decades brought Italian births down from 1 million in the
mid-l 960s to just over 500,000 in the mid-1990s. In about 30 years, the num-
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ber of potential parents will also fall by half and, at that point, the population
decline will become inevitable and very intense. At the same time, the mean
length oflife has increased beyond all expectations(1woman of3 could reach
90 years of age) and thus the increase in the number of the elderly and the very
old, owing to old cohorts with numerous births, is significant and currently
unstoppable. Therefore, Italy is now the "oldest" country in the world and, in
the future, it will likely remain among the oldest ones.

One solution to ensure fewer demographic-and therefore economic
social-imbalances in the Italian system (as well as in other countries with
a very low fertility rate) could be "replacement migration" (United Nations,
2001), with a substantial annual immigration, ranging from 235,000 (if we
wanted to keep the total population constant) to 357,000 (if we wanted to keep
the working-age population constant) for all the years from 1995 to 2050.5 If
we wanted to maintain a constant ratio between the working-age population
and people aged 65 years or over, then annual immigration would have to
amount to 2,176,000 people for the entire period. In my view, these figures,
proposed from the demographic point of view alone, have reached a substan
tial goal: they have made politicians and public opinion realize how negative
the Italian demographicpanorama is currently and what it can look like in the
near future.

However, from the professional and political points of view, the debate
and the responses to population decline and ageing must be more fully articu
lated,

1. The first response should consist of an attempt to raise the fertility
rate of Italian women and couples,which is now very low and stable at 1.1-1.2
children per woman and has been so for many years (Golini, 2000). The most
recent surveys have once more shown that the number of children wanted by
Italian women is just over two, that is to say, the replacement level, and that
the four main reasons for not planning and having a child or two are economic
(18 per cent) and work-related(17 per cent), not feeling ready (17 per cent) and
being satisfiedwith the number ofchildren they have (17 per cent)." However,
if the structural problems mentioned in point 4 below are not solved, Italian
women will necessarily continue to keep the number of their children low or
very low; the desire for motherhood is therefore satisfied with the first child
and very often stops there. In order to achieve a total fertility rate of 1.7-1.8
childrenper woman, at least 30 per cent of women would have 3 or more chil
dren. In present conditions,this goal seems very difficultto pursue since, in the
recent survey cited, only 4 per cent of couples with two children were thinking
of having a third child within the next two years; and this was not only for eco
nomic reasons(just two childrenalreadydrastically reduceda couple's standard
of living), but also for cultural reasons. Today, a couple with four children is
seen as being heterodox and eccentric."The policy makers should therefore try
to remove all the elements penalizing women and couples who decide to have
a child or another child. This action would, among other things, also have the
advantage of showing that society is concerned with the social value of pro
creation and children, which for some time have been regarded exclusively as
something absolutely private pertaining to women and to couples.
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2. The second response must be to favour immigration, which for Italy
is advantageous and actually necessary from the economic and demographic
point of view, and is in any case unstoppable, considering on the one hand
the extraordinary and in many cases growing population pressure in the coun
tries of origin, especially in Africa, and on the other the vulnerability of our
country's borders which provide access not only to Italy but also to the rest
of the European Union (EU). However, from the social point of view, immi
gration would be highly unlikely to reach the levels mentioned in the report
on replacement migration. This is, inter alia, because European countries, and
therefore also Italy, host historical ethnic minorities who have fought for cen
turies, and in some cases are still fighting, to gain autonomy and independence
and to obtain full recognition of their ethnic identity," The immigrant flow will
necessarily be relatively modest and in any case gradual in order for these new
minorities to be able to coexist in the best possible conditions with the older
ones. Even ifEurope is historically based on migrations, which have played an
absolutely vital role for the continent's development and history, it should be
recalled that Europe today is a continent with long-established populations and
not, like the Americas, a continent that was populated by migrations.

Moreover, Italy is a country of recent immigration, which started in the
1970s. In the 1990s, there were approximately 50,000-70,000 immigrants per
year but, despite this moderate inflow, there were already problems with xe
nophobia. An increase to, say, 300,000 immigrants per year could lead to the
outburst of serious racism and could further foster the political growth of the
reactionary right, as has already happened in France, Germany and Austria.

3. The third response could be to favour a complete reabsorption of the
high youth unemployment in Italy (among young people aged 15-24 years, the
unemployment rate in 1998 was 33 per cent for Italy as a whole and 57 per
cent for the economically most backward regions of the south). Therefore, the
expected fall of the young segment of the working-age population (aged 15
39) could be, in the short and medium term, an advantage and the fall of the
workforce and of the employed could be much lower than that in the working
age population. However, in the long term, this fall could prove to be a serious
blow to the country's international competitiveness, unless the human capital
of this young population increases significantly.

A profound overhaul of the entire education and training system is neces
sary. The sharp fall in the number of young people and students could provide
a positive opportunity to utilize the surplus of teachers that will occur for the
following: (a) a better quality of schools, in order to ensure that the majority
of students reach the levels of excellence reached today only by a minority;
(b) serious refresher courses for teachers; (c) cultural and vocational retraining
courses for adults, "young" old people expelled early from the labour mar
ket; (d) acceptance of a considerably higher and growing number of foreign
students; and (e) addressing the work of professors who obtain significant re
search funds exclusively for scientific research.

4. The fourth response lies in optimizing the role of women in the la
bour market, especially since at present they are more likely than men to obtain
a school or a university degree, and their participation in the labour market is
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increasing." In Italy, women, together with young people, undoubtedly repre
sent the most important human capital resource, and their skills are still under
used. However, they must also be able to work and to advance in their career;
they must therefore be able to count on men who fully share work at home, on
public and private facilities for the necessary help in caring for children and
the elderly, on a much more family-oriented labour market and on new instru
ments, including taxation, to provide economic support to the family.

5. The retirement age:fifth response, must necessarily be raised above
the present thresholds," while providing for a gradual retirement process to
take place between ages 65 and 70; there must be full compatibility between
any type offurther work and pensions. This could be another way ofovercom
ing the sharp contrast between the need to raise the retirement age and the trend
towards early retirement, which leads to a fall in the age ofretirement. Among
other things, this could help dampen the increasingly widespread and unsus
tainable mystique of leisure time in favour of growing social responsibility,
and also ofa full implementation of the response mentioned in point 7 below.

6. The sixth response, closely connected to the three previous ones,
could involve an increase of work productivity and a growth of the entire Ital
ian economic system. This must certainly be the road to take, although the
weaknesses of the infrastructures (in particular the transportation system), the
weight of bureaucracy and the often rigid response of the trade unions often
block an adequate increase ofproductivity in Italy. This year, in his traditional
public speech at the end of May-the most important one of the year-the
Governor of the Bank ofItaly stressed the difficulties ofthe Italian economy in
keeping up with the pace of growth of both the world economy and the Euro
pean economy, due, inter alia, to the slowdown in the increase of productivity
in the 1990s; this increase was 2.1 per cent in Italy compared with 3.7 per cent
in France, 3.0 per cent in Germany and 3.4 per cent in the United States of
America.

7. The seventh response may lie in substantial, increasing and voluntary
social and health support for the elderly who have physical and/or psychologi
cal and/or cognitive problems, by other wholly self-sufficient older people who
will therefore have to commit time and energy for the less fortunate (as already
occurs today in many small, peripheral and very aged towns). One can imagine
also the creation of a compulsory civil service for young people ofboth sexes,
of, for instance, from 6 to 12 months'duration, which could substitute for the
compulsory military service where it is still in force. This service again should
be in favour of the elderly and the oldest old people who need assistance (and
also in favour of the environment). The service could have several positive
aspects: to reduce the wave of individualism and increase the spirit of sacrifice
and team spirit; to reinforce or recreate intergenerational links not in a family
environment, but in a societal one; to bring, through an enormous amount of
low- or zero-cost work, relief to welfare expenses. In the future, it will not be
possible for the support to elderly and oldest old people who need assistance
to be provided, as it is today, almost exclusively by their children: in the near
future, there will not be enough children. A rough preliminary estimate of the
future ratio between parents and adult children shows that in about 20 years,
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the number of people aged 75 years or over, in other words, the cohort of el
derly parents, could be greater than that of people aged 50-64, in other words,
the cohort of their adult children.

The first two responses are structural and should affect population trends
substantially. However, the effects of the first response (recovery of fertil
ity), though necessary, will not be felt for a long time (assuming it can be
implemented). Moreover, it is unlikely that the Italian fertility rate will rise to
replacement level, although this would be desirable; at the same time, it is un
likely and undesirable that the length of life will stop increasing.'! The second
solution (acceptance of migration flows), though necessary, must be gradual
and requires "reasonable dosage". This means that if the two responses are ap
plied, they may not be able to substantially change, in the short and medium
term, demographic trends, already mostly determined by the past trends.

In the short and medium term, education and the labour market seem to be
the key areas for governing some consequences of these demographic trends,
which threaten to upset the structure ofItaly's society and economy. Politicians
have the difficult task of finding the right formulas for handling a challenging
present and a no less challenging near future.

In order to assess the impact of the three possible responses stated in
points 3, 4 and 5 above, simulations have been carried out based on the hy
pothesis ofconstant activity and employment rates at current levels, on the one
hand, and sharp increases over the next 30 years, on the other hand.12

Simulations are based on the following hypotheses: the activity and em
ployment rates of the central and southern regions converge towards those of
the northern regions which already have almost full employment; the rates for
females converge towards those for males; and, finally, there is a significant
rise in rates for the ''young'' old, which in practice means that there is an in
crease in the retirement age. In particular, the hypothesis states that:

(a) For the young population aged 15-24, the especially low rates in the
southern areas will converge towards those ofthe northern regions, though still
remaining about 43-47 per cent for the activity rates and 40-44 per cent for the
employment rates. This takes into account the fact that, in this age group, the
rates should not be particularly high, considering the need to raise educational
standards;

(b) For the female population ofthe mid-age group, from 25 to 54 years,
the rates-though rising considerably compared with the present ones-will
reach the values of"only" 76 per cent for activity rates and 72 per cent for em
ployment rates. This takes into account the fact that rates in the south are very
low and thus likely to increase gradually, and the fact that women will devote a
certain number ofyears to childbearing. However, looking at the higher female
activity rates among women in Northern Europe, a stronger-than-assumed in
crease in Italy is also possible;

(c) Rates among those aged 55-64 should experience a very sharp in
crease, bringing male activity rates from the current 37-52 per cent towards 70
per cent, and female rates from 15-19 per cent towards 55 per cent. The hy
potheses are conservative in this case as well; higher rates are also possible.
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Current and future activity and employment rates are shown in table 2 (a)
and (b). The complete results of the simulation are shown in table 3 (a), (b) and
(c). These tables highlight the unsustainability of the current and short-term
situation, that is to say, low activity rates associated with a sharp decrease of
the working-age population. In particular, it can be seen that:

• Under the assumption of constant employment rates (hypothesis A),
the number ofemployed males would fall between 1999 and 2029 by
3 million (from 13.0 million to 10.0 million), that is to say, by 32 per
cent; the number ofemployed women would fall by 2.3 million (from
7.5 million to 5.2 million), that is to say, by 30 per cent. The situation
seems totally unsustainable from the economic point of view, also
because for the males and females as a whole the ratio between the
population aged 65 years or over and the employed would rise from
50 to 97 per cent (line (j) of table 3 (cj);

Under the assumption of rising employment rates (hypothesis B), in
2029 there would be an additional number of employed males total
ling 2.1 million and of employed females totalling 4.2 million. Nev
ertheless, for the males and females as a whole, the ratio between the
population aged 65 years or over and the employed would rise all the
same, though less under hypothesis A, from 50 to 68 per cent (line (k)
of table 3 (c».

These simulations aim only at clearly showing the need for a labour pol
icy that contributes to an increase in the activity and employment rates. This
objective must be pursued not only for many macroeconomic reasons, some of
which have been mentioned here, but also for microeconomic reasons regard
ing the well-being of individuals and families.

This is not all; moves towards much lower unemployment and continuous
economic growth would most probably lead to the dampening of all or most
xenophobic feeling towards foreign immigration. I am convinced that only the
full perception of the need for immigrants to maintain economic prosperity
will lead to their full acceptance.

To conclude, it should be stressed that the more complex and developed a
society and an economy become, the more their growth and adaptation-har
monious, prompt and continuous-to changing structural conditions depend
on a complex balance and interaction of factors and policies related to admin
istration, education, politics (in the broad sense), culture and individual and
collective psychology, and therefore also to the system ofexpectations, as well
as the economy, ofcourse. Population factors remain part of the background in
the long and very long term but, like all structural factors, they certainly cannot
be ignored. If these trends continue unchecked, they would in the end unhinge
all the social and economic structures.
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TABLE 2 (a). ACTIVITY RATES BYSEX,AGEGROUP ANDDIVISION:
OBSERVED, 1999, ANDPROJECTED, 2009-2029

Males Females
Agegroup 1999 2009 2019 2029 1999 2009 2019 2029

Northern regions
15-24 ................. , .... 47.1 47.0 47.0 47.0 43.0 43.0 43.0 43.0
25-35 .......... , ...... , .... 91.5 91.5 91.5 91.5 76.3 76.0 76.0 76.0
35-54 ...................... 92.5 92.5 92.5 92.5 60.7 65.8 70.9 76.0
55-64 ................. , .... 36.6 47.7 58.9 70.0 15.0 28.3 41.6 55.0-~ Central regions
15-24 ...................... 37.4 40.6 43.8 47.0 31.4 35.3 39.1 43.0
25-35 ............. '" ., .... 85.9 87.7 89.6 91.5 64.2 68.1 72.1 76.0
35-54 .... , ................. 93.0 93.0 93.0 93.0 59.2 64.8 70.4 76.0
55-64 ........ " ....... , .... 45.5 53.7 61.8 70.0 19.3 31.2 43.1 55.0

Southern regions
and islands

15-24 ...................... 37.0 40.3 43.6 47.0 26.9 32.3 37.6 43.0
25-35 ................. , .... 82.1 85.2 88.4 91.5 44.3 54.9 65.4 76.0
35-54 ...................... 91.2 91.6 92.1 92.5 42.5 53.7 64.8 76.0
55-64 .... , ............ , .... 52.1 58.1 64.0 70.0 14.9 28.3 41.6 55.0

Source: Own calculations.



TABLE 2 (b). EMPLOYMENT RATES BYSEX,AGEGROUP ANDDIVISION:
OBSERVED, 1999, ANDPROJECTED, 2009-2029

AlDin Females--
2029Age group 1999 2009 2019 2029 1999 2009 2019

Northernregions
15-24 ....................... 41.4 42.3 43.1 44.0 34.8 36.5 38.3 40.0
25-35 ....................... 87.9 88.3 88.6 89.0 69.3 70.2 71.1 72.0
35-54 ....................... 91.0 91.0 91.0 91.0 57.3 62.2 67.1 72.0
55-64 ....................... 35.6 46.4 57.2 68.0 14.3 27.2 40.1 53.0

- Central regions
C\ 15-24 ....................... 28.2 33.5 38.7 44.0 20.2 26.8 33.4 40.0VI

25-35 ....................... 77.3 81.2 85.1 89.0 53.1 59.4 65.7 72.0
35-54 ....................... 90.6 90.7 90.9 91.0 54.8 60.5 66.2 72.0
55-64 ....................... 44.0 52.0 60.0 68.0 18.5 30.0 41.5 53.0

Southernregions
and islands

15-24 ....................... 18.2 26.8 35.4 44.0 9.5 19.7 29.8 40.0
25-35 .... " ... '" ........... 63.3 72.0 80.6 89.0 25.9 41.3 56.6 72.0
35-54 ....................... 83.2 85.8 88.4 91.0 35.3 47.5 59.8 72.0
55-64 ....................... 48.3 54.9 61.4 68.0 13.7 26.8 39.9 53.0

Source: Own calculations.



TABLE 3 (a). POPULATION AGED 65 YEARS OROVER, WORKING-AGE POPULATION, LABOUR FORCE,
EMPLOYED ANDINDICATORS, MALES, ITALY, 1999-2029

(Thousands)

Change 1999-2029

Population and indicator 1999 2009 2019 2029 Total Yearly Percentage Yearly rate

Population
(a) Aged 65 or over ................ 4141 4984 5668 6352 2211 73.7 53.4 1.44
(b) WAP(aged 15-64) .............. 19535 18757 17573 15575 -3960 -132.0 -20.3 -0.75
(c) Labour force, hypothesis A ....... 14300 13 881 12763 10951 -3349 -II 1.6 -23.4 -0.89
(d) Labour force, hypothesis B ....... 14300 14320 13 679 12393 -1907 -63.6 -13.3 -0.48
(e) Employed, hypothesis A ......... I3 026 12707 II 692 10003 -3023 -100.8 -23.2 -0.88
if) Employed, hypothesis B ......... I3 026 I3 416 I3 085 12072 -954 -31.8 -7.3 -0.25

- Indicator
0\ (g) 100 (a)/(b) . . . . . . . . . . . . . . . . . . . . 21.2 26.6 32.3 40.8 19.6 0.7 92.40\

(h) 100(a)/(c) .................... 29.0 35.9 44.4 58.0 29.0 1.0 100.3
(I) 100 (a)/(d) . . . . . . . . . . . . . . . . . . . . 29.0 34.8 41.4 51.3 22.3 0.7 77.0
(j) 100 (a)/(e) .................... 31.8 39.2 48.5 63.5 31.7 1.1 99.7
(k) 100 (a)/if) .................... 31.8 37.1 43.3 52.6 20.8 0.7 65.5

Source:Own calculations.

NOTE:WAP = working-age population with no migration (unpublished projections by Golini and De Simoni, base 1999).

Hypothesis A, labour force and employed: constant 1999 rates.

Hypothesis B, labour force and employed: projected activity and employment rates assuming a rise in the retirement age, a convergence ofrates
ofcentral and southern regions towards rates ofnorthern regions, and a convergence ofrates for females towards rates for males (see table
2 (a) and (b».



TABLE 3 (b). PoPULATIONAGED65 YEARSOR OVER, WORKING-AGE POPULATION, LABOURFORCE,
EMPLOYED ANDINDICATORS, FEMALES, ITALY, 1999-2029

(Thousands)

Change 1999-2029

Populationand indicator 1999 2009 2019 2029 To/al Yearly Percent~------ Yearly rate

Population
(a) Aged 65 or over ................... 6049 6995 7711 8370 2321 77.4 38.4 1.09
(b) WAP(aged 15-64).................. 19534 18578 17281 15236 -4298 -143.3 -22.0 -0.82
(c) Labour force, hypothesis A........... 8883 8262 7380 6167 -2716 -90.5 -30.6 -1.21
(d) Labour force, hypothesis B .......... 8883 9654 10091 9952 1069 35.6 12.0 0.38
(e) Employed, hypothesis A ............. 7479 7006 6265 5212 -2267 -75.6 -30.3 -1.20
(/) Employed, hypothesis B.............. 7479 8601 9332 9452 1973 65.8 26.4 0.78-0'1 Indicator-..J
(g) 100 (a)/(b) . . . . . . . . . . . . . . . . . . . . . . . . 31.0 37.7 44.6 54.9 24.0 0.8 77.4
(h) 100 (a)/(c) ........................ 68.1 84.7 104.5 135.7 67.6 2.3 99.3
(i) 100 (a)/(d) . . . . . . . . . . . . . . . . . . . . . . . . 68.1 72.5 76.4 84.1 16.0 0.5 23.5
(j) 100 (a)/(e) ........................ 80.9 99.8 123.1 16Q.6 79.7 2.7 98.6
(k) 100 (a)/(/) . . . . . . . . . . . . . . . . . . . . . . . . . 80.9 81.3 82.6 88.6 7.7 0.3 9.5

Source: Own calculations.

NOTE: WAP = working-age population with no migration (unpublished projections by Golini and De Simoni, base 1999).

Hypothesis A, labour force and employed: constant 1999 rates.

Hypothesis B, labour force and employed: projected activity and employment rates assuming a rise in the retirement age, a convergence of rates
of central and southern regions towards rates of northern regions, and a convergence of rates for females towards rates for males (see table 2
(a) and (b».



TABLE 3 (c). POPULATION AGED 65 YEARS OROVER, WORKING-AGE POPULATION, LABOUR FORCE,
EMPLOYED ANDINDICATORS, MALES ANDFEMALES, ITALY, 1999-2029

(Thousands)

Change 1999-2029

Absolute
Population andindicator 1999 2009 2019 2029 Absolute peryear Percentage Rate

Population
(a) Aged 65 or over.................. 10190 II 980 13 378 14722 4532 151.1 44.5 1.23
(b) WAP (aged 15-64) ............ , ... 39068 37336 34853 30811 -8257 -275.2 -21.1 -0.79
(c) Labour force, hypothesis A ......... 23183 22143 20143 17118 -6065 -202.2 -26.2 -1.01
(d) Labour force, hypothesis B ......... 23183 23974 23770 22344 -839 -28.0 -3.6 -0.12
(e) Employed, hypothesis A ........... 20505 19713 17957 15215 -5290 -176.3 -25.8 -0.99
(f) Employed, hypothesis B............ 20505 22016 22417 21523 1018 33.9 5.0 0.16

Indicators
(g) 100 (a)/(b) ...................... 26.1 32.1 38.4 47.8 21.7 0.7 83.2- (h) 100 (a)/(c) ...................... 44.0 54.1 66.4 86.0 42.0 1.4 95.70'1

00 (i) 100 (a)/(d) ...................... 44.0 50.0 56.3 65.9 21.9 0.7 49.9
(f) 100 (a)/(e) ...................... 49.7 60.8 74.5 96.8 47.1 1.6 94.7
(k) 100 (a)/(f) . . . . . . . . . . . . . . . . . . . . . . . 49.7 54.4 59.7 68.4 18.7 0.6 37.6

Source: Own calculations.

NOTE: WAP = working-age population with no migration (unpublished projections by Golini and De Simoni, base 1999).

Hypothesis A, labour force and employed: constant 1999 rates.

Hypothesis B, labour force and employed: projected activity and employment rates assuming a rise in the retirement age, a convergence of rates
of central and southem regions towards rates ofnorthem regions, and a convergence of rates for females towards rates for males (see table 2
(a) and (b».



NOTES

lThe simulation starts from a stable population in which, over 200 years, the fertility rate
has fallen from 4.2 to 1.2 children per woman, and the mean length of life has increased from 45
to 75 years.

2Liguria is in the north-west part ofItaly and its capital is Genoa; in 1999, it had a population
of 1,633,000. With 24.4 per cent ofpeople aged 65 years or over and 10.3 per cent ofthe population
under age 15, it is Italy's "oldest" region; in 1998, it recorded 11,000 births and 22,000 deaths.

3Datafrom the Population Division ofthe United Nations Secretariat (United Nations (1999),
medium variant).

4Data from the Population Division (United Nations (1999), medium variant, forecasting
an increase of the total fertility rate from 1.2 to 1.7 and a moderate immigration falling to nil in
2020-2025).

sItalian researchers already reached similar conclusions previously, for example, Gesano
(1994).

%e average number of wanted children per woman is 2.17, falling to 1.99 for women in
northern Italy and rising to 2.38 for those in the south. The figure is 2.05 for working women
and 2.38 for housewives. This is therefore not a particularly large variability. These data, like
all the others appearing in the text, refer to the results of a survey conducted in January 2000
on a sample of just over 1,500 by the !stituto di Ricerche sulla Popo/azione (lRP) (National
Institute for Population Research) (Gesano and others, 2000). The survey is not yet available and
the information shown is that published in a magazine (L 'Espresso, July 2000; web site: http://
www.espressoedit.kataweb.it). These results substantially confirm the findings of the Fertility and
Family Survey conducted in 1996-1997 (De Sandre, Pinnelli and Santini, 1999).

7In a recent letter to a weekly magazine, a father of four children complained about being
"made fun of' because he had four children and hadn't managed to stop before (Famig/ia Cristiana,
No. 30,2000).

sJust to cite some examples, we can mention the bloody fighting undertaken in Spain by the
Basques, who demand their autonomy, or the struggles in a war of religion in Northern Ireland;
then, there is the tragic situation in the Balkans. But even when matters have been wholly agreed
and peaceful, as in the case of the recent formation of two separate States, the Czech Republic and
Slovakia, there has been a net reaffirmation of ethnic and cultural identity. In Italy, the German
speaking minority living in South Tyrol (the Italian region called Alto Adige) has been assured of
wide-ranging autonomy and guarantees for preserving its ethnic identity, so that an Italian who
wants to settle in Alto Adige has to reside there for at least four years before obtaining the right to
permanent residence.

"Between 1994 and 1998, the ratio of women graduates to total graduates rose from 52 to 54
per cent; between 1995 and 1999, the number ofemployed males aged 15-54 increased by 141,000
and that of employed females by 482,000, resulting in a ratio of 1 to 3.4.

lOCurrently, there are moves towards a retirement age of 65 for men and 60 for women; but
those who have 35-40 years of pension accumulation could also retire earlier, for example, at age
57 for men.

11A further option for slowing down the population decline and ageing, namely, a significant
and prolonged increase in mortality, especially in the adult and very elderly age groups, has not
even been taken into consideration here. This type of measure has been "tested" in the formerly
communist European countries, in particular in the first half of the 1990s. The hard transition
stage towards a market economy led, in fact, to a collapse of individual and social defence against
disease, so that the mean length of life underwent drastic reductions. Socio-economic crises and
the epidemiological crisis due to acquired immunodeficiency syndrome (AIDS) are playing an
extraordinarily negative role in sub-Saharan Africa, where a drastic reduction of the mean length
oflife is occurring.

l2The complex balance between population factors, affecting the working-age population,
and socio-economic factors, affecting the workforce and workers, are analysed for Europe in the
current situation and for the future in Punch and Pearce (2000). Exercises to evaluate the possible
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impact of a substantial growth of employment rates are very frequent both at the national and at
the intemationallevels.
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FEWER AND OLDER ITALIANS: MORE PROBLEMS?
LOOKING FOR SOLUTIONS TO THE DEMO
GRAPHIC QUESTION

Maria Rita Testa*

A. DEMOGRAPHIC OUTLOOK

A fertility decline and life expectancy gains in the old ages have brought
about the ageing of the population in all the developed countries. Although
this consequence of the demographic evolution was, in a way, predictable, its
quickness and magnitude make it nonetheless shocking. With one ofthe lowest
total fertility rates (1.2 children per woman) and one of the highest life expect
ancies at birth (75 years and 81.2 years, respectively, for men and women) at
the end of 1990s, Italy will be the vanguard of ageing populations. Moreover,
as a result of its below-replacement fertility, the Italian population is projected
to stop growing in size and start decreasing, with the highest pace and intensity
within the European context.

According to the United Nations population projections, medium variant,
the Italian population will decrease by about 28 per cent over the next 50 years
(table 1). The decline will go along with a transition in the age structure, owing
to the change in size ofdifferent age groups. Indeed, the youngest generations
(age group 0-14) will fall by 40 per cent, and the working-age population (age
group 15-64) will decrease by 44 per cent, while only the older cohorts will
increase, by 50 per cent for persons in age group 65-79 and by 160 per cent for
persons aged 80 years or over.

The new proportions among different segments of the population are bet
ter understood if one considers that the potential support ratio (that is to say,
ratio of the population aged 15-64 to the population aged 65 years or over)
will go from 4.1 in 1995 to 1.4 in 2050, that is to say, in the mid-2000s "one
and a half' persons in the working-age group will have to support one person
in old age. It is the lowest value among the European countries, since France,
Germany, the United Kingdom of Great Britain and Northern Ireland and the
Russian Federation will have a potential support ratio of about 2 at the same
date (United Nations, 1999, medium variant). Furthermore, the ratio of the
working-age population to the retired population is bound to decline even in
the presence ofnet migration flows countering the decrease ofworking or total
Italian population size (United Nations, 2001).

*University ofMilan-Bicocca, Department of Statistics, Milan, Italy.
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TABLE 1. POPULATION PROJECTIONS: 1995-2050

IstitutoNoziona/edi
Base: UnitedNations Base: Statistica(ISTAT)

/995 Medium High Low /996 Medium High Low

Population(millions) ... 57.3 41.2 46.8 36.8 57.3 46.0 54.3 38.0
Populationgrowth

rate (percentage)..... o.n- -0.60 -0.37 -0.81 0.19" -0.40 -0.10 -0.76
Percentageof total

population
0-14 .............. 14.7 12.0 15.6 8.3 14.9 11.7 14.4 8.4
15-64 ............. 64.8 53.1 53.7 52.6 68.3 56.0 55.7 55.5
65-79 ............. 16.7 20.9 18.4 23.4 12.7 20.4 18.4 23.2
80 or over .......... 3.8 14.0 12.3 15.7 4.1 11.9 n.s 12.9

PSRb ................ 4.1 1.5 1.8 1.4 4.1 1.7 1.9 1.5

Sources: UnitedNations (1999); and ISTAT (1997).
"Covering the period 1990-1995.
bPotential support ratio: ratio between population aged 15-64 and population aged 65 or

over.

Differences among the three scenarios of the United Nations projections
exist (table 1), but they do not alter the conclusions on population ageing and
decline: there is a considerable degree of certainty on the developments con
cerning the working-age population and the old population in the next three
decades. The demographic outlook does not change substantially ifone refers
to the last population projections provided by Italy's National Statistical Insti
tute (Istituto Nazionale di Statistica (ISTAT), 1997, and table 1).

The implications of the population pyramid changes are enormous and
pervasive: they will impact on all levels, from the global to the family level,
and will produce far-reaching effects in all fields, such as the economic, social
and political fields. They pose new problems for the solutions to which no
lessons can be leamed from the past. Moreover, the rapidity of these changes
requires that suitable policy measures be adopted urgently.

In the present paper, we will try to focus on the most important conse
quences of the future demographic evolution, seeking several policy responses
useful for coping with the oncoming demographic challenges. Particular at
tention will be given to "pensions and fertility" because they will probably
playa key role in facing population ageing in a country-Italy-where the
large majority of social expenditures are on old-age pensions, and fertility has
reached very low levels.

Only recently have policy makers become more aware of the implica
tions of such demographic changes. The analysis of policy responses to future
population challenges will start with a description of the measures already
adopted.
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B. THE CONSEQUENCES OF AN AGEING POPULATION

1. Labour-market evolution

An older and slower-growing population will result in a smaller and older
proportion of the population in the working age (table 2) and, assuming con
stant participation rates, in a smaller and older labour force. Under this hypoth
esis, the working population will have to support an increasing burden in the
coming decades, as the rising number ofold people will be only partially offset
by the decreasing number of children, with consequent pressure on budgetary
positions and output.

Nonetheless, the labour-market implications of future demographic evo
lution acquire a different relevance if they are considered also in terms of their
qualitative aspects. In fact, the expected changes could be less severe if the age
thresholds defining the working population were sufficiently flexible, as seems
convenient in the light of recent improvements in health conditions in the old
ages. In a context of demographic ageing, overall labour-force numbers will
be more and more influenced by activity patterns of the older generations who
actually show a very weak participation in the labour market.

Over the past 30 years, activity rates in the old ages have been declining
considerably in Italy, especially among males (figures I and II). Several fac
tors may help explain this trend: increases in incomes per capita and greater
demand for leisure, which cause workers to wish to retire earlier; expansion of
public old-age pension arrangements; the early retirement option; and pre
retirement schemes 1 relating to: (a) the firms' desire to get rid of expensive
older workers while preserving a wage profile steeply rising with ages; and
(b) the policy makers' belief that fewer older workers would imply more jobs
available for the young unemployed.

Therefore, there exists a wide scope for pushing activity rates up, in or
der to counterbalance the working-age population decline and ageing. This is
particularly true ifone considers that women represent a huge unused potential
workforce at all ages in Italy: even in their thirties women's activity rates are
merely about 60 per cent.'

A contracting labour force will probably reduce growth in material living
standards (Turner and others, 1998), and will result in lower economic growth
unless it is offset by sustained improvements in factor productivity growth.

TABLE 2. WORKING-AGE POPULATION PROJECTIONS: 1995-2050

2005

1995 Medium High Low

Total (millions) . . . . . . .... 39.2 21.9 25.1 19.4
Age structure"........... 85.4 128.9 109.1 159.0
Turnover" .............. 95.6 142.6 104.2 209.0
Median age (years) ....... 38.1 43.2 41.1 45.5

Source: United Nations (1999).
"Ratiobetween populationaged 40-64 and population aged 15-39.
bRatiobetweenpopulation aged 60-64 and population aged 15-19.
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Figure I. Activity rates (/I) in the adult and old ages: males
(Percentage)
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Source: ISTAT,labour-force surveys.
aActivity rates are calculated as the ratio oflabour force to resident population. As the definition

of labour force changed (in 1986 and 1992), the two series are not exactly comparable. In 1986,
"other persons seeking employment" (for example, persons with no professional status who stated that
they were seeking employment only after being questioned twice) were added to the total ofpersons
seeking employment. In 1992, only the individuals who were trying to find a job during the month
before the interview (no longer six months) were considered "persons seeking a first job".



Figure II. Adivity rates (II) ia the adult aad old ages: females
(Percentage)
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Source: ISTAT,labour-force surveys.
aActivity rates are calculated as the ratio of labour force to resident population. As the

definition oflabour force changed (in 1986 and 1992), the two series are not exactly comparable.
In 1986, "other persons seeking employment" (for example, persons with no professional status
who stated that they were seeking employment only afterbeing questioned twice) wereadded to
the total of persons seeking employment In 1992, only the individuals who weretrying to find
a job during the month before the interview (no longer six months) were considered "persons
seeking a first job".



However, the implications of a shrunken and aged labour force are manifold
and not easily predictable. An aged labour force may be a less dynamic and
productive one, but at the same time, the scarcity ofa workforce may accelerate
human capital formation with potentially favourable long-run effects on eco
nomic growth rates. Higher aggregate savings could also counterbalance the
negative effects ofageing by increasing productive investments and long-run
growth; but it is not clear whether ageing implies a reduction in saving. Recent
projections on the future dynamics ofaggregate savings in Italy (Ministero del
Tesoro, 1998) point out that imbalances between supply and demand of funds
mainly stem from the negative contribution of the public sector, while the pri
vate contribution should not change significantly. Other scholars (Baldini and
Mazzaferro, 2000) estimate, conversely, that the demographic transition will
result in falling Italian household savings.

2. Macroeconomic implications ofwelfare provisions for ageing

(a) Thefinancial burden ofthe growing number ofolder persons

Since in Italy the pension system absorbs the largest share of social pro
tection expenditure' (about 73 per cent versus 49 per cent in France, 48 per
cent in Germany and 52 per cent in the United Kingdom, including old age,
disability and survivor pensions, in 1996) (Eurostat, 1999), the Italian welfare
system, because of the ageing of the population, will come under increasing
pressure in the future decades. Therefore, the reform of the pension system is
at the core of the adjustments to the new demographic, economic and social
conditions that Italy will need to introduce into its social policies.

Over the last decades, the increase in the number of elderly people, cou
pled with the increasing generosity of the Italian pension system, owing to the
high replacement rates and the possibility of retiring at a relatively early age,
resulted in a growth ofpension expenditures (accounting for about 15 per cent
of gross domestic product (GOP) in the early 1990s) (table 3) that is incon
sistent with the long-run sustainability of government debt, and some blatant
inequities. In the attempt to correct these imbalances and to hedge the public
pension system against the gloomy demographic outlook, an outstanding re
form process was triggered in the early mid-1990s. The process was character
ized by two major reforms: the Amato reform of 19924 and the Dini reform of
1995.s In short, the current Italian pension system is a hybrid system, called
notional-definedcontribution, where the pension benefits are calculated on the
basis of contributions as if the system were fully funded," but the financial
mechanism is still on a pay-as-you-go basis, for example, current contribu
tions are used to pay current benefits. Furthermore, an actuarial fairness was
introduced in the benefit computation formula: the pension benefits, calculated
on the stock of contributions (virtually) capitalized at the rate of real GOP
growth, are made available from age 57 onward with adjustments reflecting
life expectancy (at the age ofretirement) and expected GOP growth rates, both
parameters being included in the "transformation coefficients" used to convert
the lifetime payroll contributions into a lifetime annuity pension (to calculate
the annuity value of the "capitalized fund" of each worker).
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TABLE 3. EXPENDITURES FOR PENSIONS AND HEALTH INITALY AND
THE EUROPEAN UNION, 1980-1996

(Percentage ofGDP)

/980 /982 /984 /986 /988 /990 /992 /994 /996

Italy

Pension" ..... 11.42 12.96 13.74 14.48 14.70 15.41 16.97 17.56 17.35
Health....... 7.0 7.0 6.9 7.0 7.6 8.1 8.5 8.4 7.8

EC.!"
Pension...... 11.80 12.56 12.63 12.44 12.50 12.36 13.13 13.87 13.97
Health....... 7.0 7.2 7.1 7.2 7.3 7.4 7.9 7.9 8.0

Source: De Vincenti (2000).
"Oldage,disabilityand survivorpensions.
"Twelve States members of the European Economic Community (EU-12) until 1990, 15

Statesmembersof the EuropeanUnion(EU)(EU-15)after 1990.

The new pension system takes into account the demographic evolution
and tries to face up to the effects of the future ageing of the population basi
cally throughthree mechanisms, as follows:

(0) The periodicrevisionof transformation coefficients should counter
balance the financial effectsof the increaseof life expectancy. These revisions
will push down the transformation coefficients," owing to the expectedgrowth
of life expectancy; this could give rise, however, to problems of low average
replacement rates and "poor pensions";

(b) The reduction of working people should be included in the GOP
dynamic,so that it is alreadydiscountedin the returnrate of the system(Padoa
SchioppaKostoris, 1996);

(c) The new scheme, similar to an insurance mechanism (in principle,
each retiree benefits as much as he has contributed during his working life),
is based on individual responsibility and, for this reason, could stimulate the
participationin the labour market of all persons who want to be entitled to an
adequatepensionbenefit.Therefore,it couldbe more adequateto the new fam
ily types (for example,elderlywomen living alone) than the previous scheme
based on the modelof the male breadwinner, which often left insufficientpen
sion cover to older women.

Nonetheless, the new system could not face the population ageing chal
lenge, because it is fundamentally based upon a pay-as-you-go scheme (the
fundedcomponents being so far negligible), and thereforeits financial balance
is still based on the ratio of the number of retirees to the number of workers,
whichwill be subject to future deterioration.

Official projections (Ministero del Tesoro, 1999) suggest that pension
spendingwill still increase by 0.5 per cent of GOP up to 2031, before falling
back to 13 per cent of GOP by around 2050.The analysis of the future evolu
tion of severalpensionschemes(table4) shows the unfavourable trend of both
the dependency rate and the replacement rate, and the reduction in pension
expenditure as a share of GOPover the next 50 years.
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TABLE 4. SOME INDICATORS OFTHEMAIN COMPULSORY
PENSION SCHEMES, 2000-2050

Payroll tax Expenses Dependency Replacement
Years (percentage) (percentage of aDP) rate' ratt!'

Stateemployees
2000 ...... 45.0 7.43 89.3 54.0
2025 ...... 48.5 7.91 116.2 43.4
2050 ...... 34.5 5.62 123.5 29.9

Farmers andshare-farmers
2000 ....... 69.1 0.37 126.0 71.6
2025 ....... 92.9 0.31 156.7 71.0
2050 ....... 38.8 0.09 89.2 42.3

Craftsmen
2000 ...... 21.3 0.58 65.8 36.6
2025 ...... 33.9 0.85 Ill.3 40.2
2050 ...... 22.9 0.56 108.8 25.1

Traders
2000....... 18.5 0.47 60.4 33.4
2025....... 30.0 0.71 94.9 40.0
2050....... 21.3 0.49 102.6 24.6

Source: National Institute for Social Security (lNPS), Mode//o previsionale, 1998 (Rome,
Coordinamento GeneraleStatisticoAnuariale,December1998).

"Calculated as ratioof pensionsto contributors.
bRatio of averagepensionto averageincome.

Demand for additional age-related spending, such as that for health and
care for the frail elderly (geriatric treatments and other social services, includ
ing medical services)will increase, as a consequenceof the growing number of
old people.The amount involvedcould be as high as 2 to 4 percentagepoints of
GDP over the next 50 years (Organisationfor Economic Co-operationand De
velopment(OECD),2(00). Care by familywill become increasinglydifficult,as
averagehouseholdsize is bound to decrease;and women,who generallyprovide
these services,will be more and more integratedinto the labour force.

However, the effects of ageing on health care are not easy to predict, be
cause they are also influencedby non-demographic factors such as real benefits
per inhabitant, cost of health care, future trends in morbidity for people at the
top ofthe age pyramid etc.

Furthermore, the demographic impact depends on the old age threshold
which in this field is much more flexible" than in others (for example, pen
sion system), being mainly determined by the incidence ofdisability and other
chronic conditions. In this regard, the recent results provided by ISTAT are
heartening indeed; according to them about 90 per cent of life expectancy of
men aged 65 (87 per cent oflife expectancy ofwomen aged 65) would be lived
without disability (Cappellini and Cavicchia, 1999).
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The measure of the future impact of the growing health expenditures on
public finance very much depends on technological advances which will play
a crucial but uncertain role in terms of costs and benefits.

The increase in expenditures for pensions and health care will be only
partially offset by the fall of public spending on education, because in this
sector the reduction is expected to be modest. This is because overall expend
iture on education is much less than that on pensions and health care, and the
decrease in the size of student population will be much less than the increase
in the elderly population: according to the medium-variant projections of the
United Nations (1999), the proportion of persons in school aged 6-14 will go
from 9 to 7.5 per cent in the next 50 years, while the proportion ofpersons aged
65 years or over will double from 17 to 35 per cent in the same period. In ad
dition, average cost per unit education may increase in the attempt to improve
quality and to promote lifetime training which would enable elderly workers
to remain in the labour forces.

(b) Fiscal policy and intergenerationalfairness

Demographic ageing will greatly impact on the intergenerational sustain
ability and equity ofcurrent fiscal policy.

Although the high public debt poses enormous obstacles to achieving an
intergenerational equilibrium, the ageing population distorts even more the
generational balance.

In a recent study, Franco and Sartor (1999) assess, in the light of the re
sults of"generational accounting"," that the demographic transition, more than
the large outstanding government debt, will be responsible for the generational
imbalance in the current fiscal policy which, ifno changes are introduced, will
lead to a redistribution to the disadvantage of future generations.

To obtain an idea of the financial burden of ageing, we should think that
ifwe maintained the population scenario existing in 1995, the public debt sus
tainability would be consistent with a cut of about 7 per cent in taxes to be
paid by all generations. On the contrary, under the baseline scenario (main
variant'") of population projections provided by ISTAT (1997), the long-term
sustainability of the 1995 fiscal policy would require future generations to
face a 53 per cent increase in all taxes aimed at balancing the intertemporal
budget constraints. Alternatively, an increase ofabout 10 per cent in taxes to be
paid by all generations, future as well as current generations of living Italians,
would be necessary to restore intergenerational balance and to ensure govern
ment debt sustainability (Franco and Sartor, 1999).

Within the European context, Italy is marked by the highest taxes to be
paid by young persons; the highest generosity ofold-age payments; and a posi
tive value of net tax payments for a newborn.

3. Other implications ofpopulation ageing and population decline

Space constraints prevent me from exploring in detail all the consequences
of an ageing population and declining population, such as those concerning
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the military sector; transfers of property by succession, with a potential
effect of the concentration thereof; and modification ofconsumption structure.
Above all, two main aspects should be highlighted: the changes ofhouseholds
structures and typologies; and the modification ofthe electorate.

Ageing will reduce the average size of households, and will impact on
families' economy since the network ofrelatives plays a very important role in
Italy in respect ofproviding childcare services. Since private childcare centres
are rare and expensive, families with working mothers and young children
rely heavily on the helping network of relatives, especially for childcare and
income transfers.

Ageing will clearly influence the structure of the electorate in favour of
elderly voters, who could be tempted to support a greater share of public ex
penditures for elderly people at the expense of schools and childcare. Tension
between generations may arise as a result.

C. COPING WITH THE CONSEQUENCES OF AGEING: WHAT POLICY
MAKERS SHOULD THINK ABOUT FOR AN "OLD SOCIETY"

1. Getting out ofthe predicament: the pension system reforms

(a) Increasing active lifespan in the labour market

Since the activity rates ofolder Italian workers are particularly low, a par
ticularly effective response to the challenge posed by an ageing society would
be an increase in the actual age of retirement. This solution would have the
double advantage of reducing the number of retirees and, at the same time,
increasing the number of workers. Therefore, the challenge is to find suitable
means to encourage people to work longer, taking for granted the fact that it is
inconceivable they could be forced to do so.

The Amato and Dini reforms have taken initial steps along these lines, in
creasing the length of the contribution period for full benefits and linking life
time benefits and contributions for junior workers and newcomers. However,
the new regime will be fully phased in only in several decades (2035)11 and
through most of the transition period there will be strong incentives to retire
early, as the increase in benefits for an additional year of work, after having
fulfilled seniority pension requirements, does not seem to counter the financial
costs stemming from additional contributions and shorter expected retirement
(Ferraresi and Fornero, 2000).

In order to increase the incentives to remain longer in the labour market,
raising the participation rates of older males, the following measures seem to
be particularly suitable: the transition to a more actuarially neutral pension
system.P the introduction of an actuarial fairness (taking into account life ex
pectancy at retirement) also for seniority pensions, and the speeding up of the
transition process towards the new regime" (for example, applying the pro
rata mechanism to all existing workers), even if, in this case, many workers
could consider it more profitable to retire immediately, in order not to lose their
"entitlements".
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However, no public intervention could be effective ifthe behaviour offirms
remains unchanged, and therefore policies aimed at preventing the dismissal of
older workers in the context of industrial restructuring are also needed

If the average age of retirement is largely determined by the minimum
statutory retirement age (57 years in the new system), as it seems to be, the age
ofretirement will be still low in the future. In 1998, it was 57 years for men and
56 years for women (Bank ofItaly, 2000). Therefore, the policy response should
be the most comprehensive one: it should eliminate all features distorting the
choice between continued working and retirement in favour of the latter.

Gradual retirement policies would be indirectly aimed at increasing the
age ofretirement, as a further rise in the statutory retirement age cannot be pro
posed to certain segments of the population (for example, those less educated
who, presumably, started working earlier).

On the other hand, several changes affecting the labour market will keep
pace with a natural postponement of retirement. Individuals with discontinu
ous careers, high educational level, late entry into the labour market and unem
ployment spells, tend to postpone their retirement, other things being equal. In
this regard, it would be interesting to investigate how the future demographic
changes (for example, household structures and typologies) will impact on the
retirement decisions, as retirement choices are not the result merely of an eco
nomic strategy, and are strongly influenced by demographic factors, such as a
presence of a spouse already retired etc. (Testa, 1999).

The late transition to retirement gives rise to the issue of the productiv
ity of older workers, a subject where unanimous opinions have not yet been
reached. There are not many reasons for believing that an elderly worker should
be less productive than a young one in the new knowledge-based economy.
Perhaps only the introduction of an entirely new class of technology (such as
digital technology) requiring a new mode of thought could be a real threat for
older workers (MacKellar, 2000). Nonetheless, a postponement of withdrawal
from the labour force calls for a re-examination of labour and social policies
towards old workers, aimed at retraining them, mainly in terms of flexibility
and mobility, and solving any problems related to poor health.

(b) Diversifying the structure ofretirement income:
towards a mixedpension system

Another way to cope with the future population ageing is to switch par
tially from a pay-as-you-go system to a funded system, one theoretically less
sensitive to demographic changes.

The transition implies a lot ofproblems that are not easy to solve, among
which is the necessity of finding financial resources to implement it while
maintaining intergenerational equity, as current workers would pay twice: once
for the pensions ofcurrent workers and again for their own pension fund.

Some authors (Castellino and Fomero, 1999) claim that to move gradu
ally towards a mixed system (partially funded, consisting of a pay-as-you-go
component and complementary fully funded plans) would be both feasible and
wise: a supplementary funded component may be introduced in Italy through

181



the switching of other savings, such as the flows to severance pay funds (trat
tamento di fine rapporto). The process should be very slow, but the burdens
would be offset by considerable advantages for future generations, stemming
from larger expected returns on the funded component, more savings and ac
cumulation, and a diversified pension portfolio involving a better risk-return
combination. A so-called multi-pillar system would diversify the structure of
retirement income, lowering the risks of future income loss. It could ensure an
adequate retirement income provision limiting the burden of taxation on the
active population-taxation that, in Italy, is one of the highest among the Or
ganisation for Economic Co-operation and Development (OECD) countries.

The transition should be accompanied by a strengthening of financial mar
ket infrastructure, in particular the development of an effective regulatory and
supervisory framework for pension schemes, while paying attention to the grow
ing diversity among older people in terms of income, housing and health.

Today pensioners are quite well off and there is no evidence that they are
one of the poorest segments of the population (Brugiavini and Fomero, 1998).
The incidence of poverty is greater (and increasing) among young families
with three or more children, particularly if they live in the south, while among
the elderly, only single women living in the south are exposed to a high risk of
social and economic exclusion (Baldacci, Inglese and Nazzaro, 1999).

Nevertheless, three aspects should be kept in mind:
(a) The public pension system plays a crucial role in providing retire

ment income: over 70 per cent ofthe income of the retired comes from public
benefits (60 per cent from old age, seniority and survivor pensions; 10 per cent
from disability pension or basic pension);

(b) The relatively well-off status of old people is often the result of the
possibility of relying on income sources of other members living in the same
household;

(c) The heterogeneity of economic conditions among elderly people is
likely to increase in the future, as components with individual risks (for ex
ample, market assets) increase in weight compared with components with a
common risk for all the elderly (for example, public pensions) (Disney, Mira
d'Ercole and Scherer, 1998).

The ageing population will reduce the size of households and the reform
ofthe pension system will cut the benefits ofnew generations ofretired people.
Therefore, poverty could be on the increase among the old population in future
decades. A recent report on economic conditions among the elderly (Pace and
Pisani, 1998) highlights the growth of poverty diffusion and intensity among
persons aged 65 years or over compared with the rest of the population. There
fore, we should not ignore the risk of social exclusion and poverty in old age.

2. Changing the demographic forces: a window ofopportunity?

(a) A recovery offertility

Measures to improve activity rates would not be sufficient to prevent the
labour force from declining in the long run, if fertility rate remained as low as it
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is at present Thus, one ofthe most important policy measures aimed at counter
ing the future population decline and ageing, in the long term, is to raise fertility
rates so as to bring them (close) to the replacement level. The range ofaction is
largely dependent on the various determinants of low fertility. First, we should
consider that, in Italy, there seems to be a gap between the expected number of
children at the end ofthe reproductive age span, which is close to the replace
ment level, and the number of children that cohorts are actually likely to have
(table 5). This fertility gap highlights the existing obstacles to the fulfilment of
expectations, and a "latent demand for family support" (Chesnais, 1998).

But what kind ofsupport? Institutional rigidities (for example, inadequate
opening hours for childcare centres, insufficient private services, high youth
unemployment, expensive loans) and the duality of the Italian labour mar
ket-that is to say, overprotectiveness towards those who already have an oc
cupation (mostly people in their thirties or older) but extreme demandingness
towards young job-seekers (younger persons}-call for deregulation in the
labour market, and for specific policies aimed at improving the effectiveness
of childcare centres, particularly services for children under age 3, which are
scarce and irregularly distributed on the territory.

It is less easy to find immediate prescriptions for other factors in fertility
decline, such as: disproportionate sharing of household tasks between the two
spouses (to the disadvantage of women); uncertainty, lack of points of refer
ence, fear that things may change abruptly; hedonism, post-materialism and
secularization, with their new philosophy of life; late transition to adulthood;
familism (typical of the Italian society), which induces parents to invest in
children enormous quantities of energy, time and resources.

What is pivotal in these cases is an attitude that, at best, can be changed
only with considerable time and energy.

Economic determinants of low fertility offer more intervention options:
for instance, an effective system of childcare and family services, which will
free at least part of the mother's time," could counter the increased opportu
nity costs ofmotherhood.'"

TABLE 5. AVERAGE EXPECTED AND CURRENT NUMBER OFCHILDREN,
BYAGE OFMOTHER AND AREA, 1996

North Centre South Italy

Age Cohort Expected Current Expected Current Expected Current Expected Current

20-24 1971-1975 2.0 2.0 2.2 2.1
25-29 1966-1970 1.9 1.2' 2.2 1.3' 2.3 1.7' 2.1 1.4'
30-34 1961-1965 1.9 1.3 2.0 1.4 2.3 1.9 2.1 1.6
35-39 1956-1960 1.8 1.5 1.8 1.6 2.3 2.1 2.0 1.7
40-44 1951-1955 1.7 1.6 1.9 1.7 2.5 2.2 2.0 1.9
45-49 1946-1950 1.9 1.7 1.8 1.8 2.6 2.4 2.1 2.0
Total 1.9 l.5b 2.0 1.6b 2.3 2.l b 2.1 1.8b

Source: De Santis and Testa (2000).
'Cohort born in 1966.
bCohorts born in 1946-1966.
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Beyond the opportunity costs, children-related costs appear to be high
(Ekert, 1994), and they are on the increase, as several public actions (for ex
ample, the introduction of compulsory education and pension systems) unin
tentionally make children even more expensive. Generous old-age government
transfers substitute for the redistribution from (middle-aged) children to elderly
parents, so that children do not bear fruit any more but still generate costs,
and the balance between costs and benefits may become heavily negative (De
Sandre, 1994; Cigno, 1991). In addition, since family allowances playa minor
role if compared with pensions in the Italian welfare system, large and young
families may be exposed to higher risks of economic vulnerability,"

Inthis case, ifa society thinks that children are, at least partly, a public good
(because they perpetuate culture, because they are essential for a pay-as-you-go
public pension system etc.), it must be prepared to pay more for them than it
customarily does. Many possible ways ofdoing this have been suggested: lump
sums or monthly instalments, cash or payments in goods and services, subject to
means testing or not, offixed or varying amount (depending, for instance, on the
economic status of the household, on birth order etc.) and so forth.

What should be stressed is that each response to fertility decline advo
cates financial support. It may be familism, and by giving families enough
resources per child, one may hope to induce them to have not only high-quality
children (which they do anyway), but also more children (which they would
not do otherwise). It may be a matter of social recognition, and by attaching
a formal payment to the very fact of bearing and rearing children, one auto
matically upgrades these to the dignity ofan officially recognized, and socially
valued, activity. It may be uncertainty about the future, and this solution would
be tantamount to firmly stating that investing in children is part of the society's
commitments for the foreseeable future. And so on.

This financial effort can be effective only if one is prepared to invest a
considerable amount of resources in it. In Italy, which has a high public debt
inherited from the past (roughly as large as GDP itself), and is subject to strict
fiscal controls pursuant to its entry into the European Union,'? no large reform
is going to be possible, and no relevant investment is going to be made in fu
ture generations, unless such a legislative change goes along with other major
fiscal reforms.

Another possibility exists, though. Further adjustments of the pension
system (foreseen in 2001) could be exploited to reform the intergenerational
transfer system more thoroughly, taking explicitly into account also the young
est generations, which will have to support the main burden of the last pension
adjustments and are penalized also in a generational accounting perspective.
In this regard, some proposals have already been put forward among demog
raphers (De Santis, 1997a, 1997b), with the double advantage of encouraging
fertility and stabilizing the financial flows of the transfer system itself, even in
case of future fertility fluctuations.

One could object to this reasoning that "pronatalist" interventions, where
implemented, have not generated the desired effects. This is due to the fact that
the determinants of reproductive behaviours are manifold, complex, tied to
each other, and not yet well known."

184



Nevertheless, it is significant that over the last 30 years, along with the
fertility decline, the proportion of social expenditure devoted to family allow
ances was nearly cancelled out (going from 40 per cent in 1960 to 5 per cent
in 1990), while, in the same period, the proportion of social expenditures com
mitted to pension benefits doubled from 40 to 80 per cent.

Furthermore, it should be kept in mind that in a country with the low
est fertility levels, such as Italy, there is no housing policy, surely not in any
possible pronatalist sense; the labour policy for working mothers is scarcely
developed;'? and the fiscal burden is largely independent of family size, acting
presumably as an implicit antinatalist measure (Rossi, 1997).

(b) Replacement migration

Migration could offer another option to offset population ageing and de
cline, considering that the rise ofmortality rates (for example, through the non
expenditure of some health benefits) is an absolutely inconceivable hypothesis
for all civilized countries.

Migration has an immediate and relatively strong impact on the working
age population, owing to the young age structure of immigrants. In addition,
since fertility rates among immigrant women are often relatively high, this can
also raise fertility level in the medium term.

In Italy, migration is particularly beneficial for the labour demand in two
sectors: industry and personal services. Indeed, the relative scarcity of labour,
particularly ofblue-collar workers, has already induced some firms in northern
Italy to recruit foreign workers.P as the southern Italians do not go to the north,
despite the high unemployment rate (22 per cent) of the south, for different
reasons, such as: the higher cost of living, the low-skilled jobs allegedly avail
able and their own way of life which prevents them from making sacrifices and
being get-ahead-type persons, because of the highly protective familyenviron
ment in which they were brought up." The foreign labour force also meets
the labour demand in the housework sector and personal services, which the
local labour supply cannot meet, both because it is shrinking and because its
expectations are higher.

Moreover, relevant migration flows would reduce significantly the degree
of generational imbalance, lowering the absolute difference in generational
accounts between a newborn and an unborn person (Franco and Sartor, 1999).

These circumstances, coupled with the enormous quantitative and quali
tative population imbalances between the two sides of the Mediterranean Sea,
make the "zero immigration policy" scarcely conceivable for the future.

Nonetheless, migration can be regarded neither as a mere instrument to
achieve demographic or economic targets nor, which would be worse, as a
panacea for socio-economic problems arising in an ageing society.

On the one hand, migration flows that could partially compensate Italian
population decline should be very large to counter Italian population ageing
(figure III and United Nations, 2001) and, in any case, migration policy could
not easily reach precise demographic objectives owing to the difficulties in
controlling volume and composition of net migration. On the other hand, such
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Average annual migration necessary to achieve different population objectives
(Thousands)
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large flows would create more problems than they would solve. Migration is
a long process including many stages: individual presence; family reunifica
tion; second-generation arrival; and integration in the labour market and in the
whole society. All these phases have to be considered in order to work out an
adequate integration policy.

The contradiction between the tendency to reduce flows, toughening cri
teria for the legal entry of migrants, and the large incentives to migrate in the
origin countries will accentuate, in the next decades, the problem of illegal
immigration, whose elimination is one of the first measures to enhance foreign
human resources and to secure a peaceful cohabitation between the local and
the foreign population.

D. CONCLUSION

The implications of an ageing population go beyond the impacts con
sidered in this work. They are multifaceted and therefore they will require a
comprehensive package of reforms.

In the short run, policies aimed at tackling the consequences ofpopulation
ageing, for example, the pension system reforms, seem more necessary and
urgent. They should attain two main objectives: an increase in the active life
spent in the labour market and the diversification ofretirement income sources.
In the long run, to ensure a long-term equilibrium, a policy counterbalancing
the determinants of population ageing and decline, for example, the fertility
decline, should be carried out, too.

Probably, economic development based on new technologies and glo
balization would offer the best hope for solving many of the socio-economic
challenges posed by the large demographic changes. The rate of productivity
growth is one of the most important variables over a timescale ofdecades, but
one that is practically impossible to project.

The cost of ageing will very much depend on the elasticity of the old-age
threshold and on the rapidity and magnitude ofthe reform package to be imple
mented: the wider the range of the government interventions and the faster
their implementation, the more effective their impact will be. The expenses of
this financial effort will probably be enormous; nevertheless, they are worth
undertaking: they should be considered a "huge plan for investment in equi
librium", aimed at guaranteeing a fair intergenerational contract, on which the
future welfare of society-s-and, more generally, a non-painful management of
the problems arising from. the post-transitional demography-will depend.

NOTES

lThe disincentives for older workers to remain active in the labour market after the earliest
age at which pensions become available have risen over the last 30 years. A 55-year-old male
working for 10 more years would have increased the pension replacement rate by 24 percentage
points in 1967, compared with only 10 percentage points in 1995. The so-called "implicit" tax
on continued work for the 55-70 age span was close to 80 per cent in Italy in 1995: this was the

187



highest level among OECD countries (Visco, 2000). Moreover, there exist disincentives to remain
active in the labour market once the standard age of retirement is reached: in most cases (apart
from self-employed and farm employees) the law forbids combining work and receipt of an old
age pension.

2Policies to increase labour-force participation also need to embrace skill development, since
there is a strong mismatch between courses taught in high schools and requirements of the business
sector in Italy. A long-term plan called Masterplan is currently being designed with the aim of
responding to this weakness (Organisation for Economic Co-operation and Development (OECD),
2000).

3The remaining 27 per cent of the social expenditures is shared among health-care spending
(21.5 per cent), maternity-family-children (3.6 per cent) and unemployment (1.9 per cent), while
nothing is provided for housing (Eurostat, 1999).

"Decree-Law No. 421 and Decree-Law No. 503,30 December 1992.

sLaw No. 335, 1995,8 August 1995. This second law was adjusted with further measures
adopted under the Prodi Government (Law No. 449, 27 November 1997).

6The benefits are linked to a "virtual capital" accrued by each individual during his working
life.

7The Dini reform refers to the life table of 1990.

8Indeed, some have proposed defining as "old" those whose remaining life expectancy is
about 10 years (Ryder, 1975).

9The method was originally developed by Auerbach, Gokhale and Kotlikoff (1992). It is
aimed at reconstructing the net financial position of all citizens, by sex and age, with respect to
the public sector.

lllThemain variant of 1STAT population projections assumes that: (a) cohorts' fertility will
continue its downward trend until it reaches a stationary value (1.45) for women born in 1975;
(b) a 1.3-year increase in life expectancy at birth in 1995-2005, and another 1.6-year increase in
2005-2015; (c) a net immigration of50,000 per year.

"Until 2035 the new rules will be entirely applied only to newcomers, while they will
partially affect the persons already working (for less than 18 years) when the reforms came into
effect, on the basis of a pro rata mechanism. According to it, pension benefits are determined on
the basis of the length of time workers have spent under each programme. This means that about
45 per cent of the employed people will continue to benefit from the generosity of the pre-reform
system.

12B1ondal and Scarpetta (1998) estimated that moving towards an actuarially neutral pension
system (a system where pension arrangements neither penalize nor unduly benefit those who retire
earlier or later than the standard retirement age) would have the effect of raising the activity rates
of males aged 55-65 by over 20 percentage points.

13This speeding up would also reduce future government expenditures and the degree of
intergenerational imbalances (Franco and Sartor, 1999).

14This is partly already done, since in Italy fathers, instead ofmothers, can take a leave of six
months (paid at 30 per cent of salary) during their child's first year. Afterwards, if children under
the age of8 get sick, one of the two parents (indifferently) can take a sick leave that is unpaid.

isAny hour that women do not spend working (for instance, because they are looking after
their baby) brings about an opportunity cost (= uneamed wage) which may be very high, given
their higher female educational levels.

"Since family plays a very important role as welfare provider, there is an increasing
dependency of the youth on the older people (one might speak of family dependency instead of
welfare dependency). Under these circumstances, we should not be surprised ifltaly has one of the
most extended systems of family obligations and one of the lowest fertility levels in the world.

17The future Italian budgetary policy framework is defined by the Stability and Growth Pact
(for example, the objective of a "close to balance" budget deficit).

"Future progress in the search for the causes of new reproduction behaviour and fertility
decline will probably be achieved by the Observatory on the reproductive intentions of Italian
women launched by the National Institute for Population Research (lRP) (Gesano and others,
2000).
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"Mention should be made of the circumstance that women can benefit from four months
of virtual pension contributions for each child they have, up to a maximum of one year (= three
children). This measure allows them to retire up to one year earlier than would otherwise be
possible.

20According to the results of a recent survey conducted by Unione Italiana delle Camere del
Commercio (Unioncamere) on "manpower needs of the Italian firms", the Italian companies would
need approximately over 200,000 immigrant workers for the period 1999-2000. The structural
requirements of the foreign workforce, despite the high unemployment rates of several Italian
regions, are due, in addition to demographic factors, to the mismatch between labour demand and
supply mainly in low-skilled jobs, but also in high-skilled ones (Gagliardi, 2000).

21"WhyItaly's southerners stay put", The Economist, 22 July 2000.
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POPULATION POLICIES AND THE COMING OF A
HYPER-AGED AND DEPOPULATING SOCIETY:
THE CASE OF JAPAN

Makoto Atoh*

A. PROSPECTS OF THEJAPANESE POPULATION

1. Longer lifespan and decliningfertility

Japan completed its "vital revolution" around 1960. Mortality had already
gradually declined before the Second World War, but in the 15 years after the
war, infant and child mortality and youth mortality were dramatically reduced
owing to the control of major infectious diseases, such as pneumonia, dys
entery and tuberculosis. Life expectancy at birth reached 65 years for males
and 70 years for females in 1960, catching up with the mortality levels of the
contemporary developed countries. Fertility had also declined gradually before
the war, but it rose sharply, just after the three-year post-war baby boom, to the
replacement level at the end of the 1950s.

Until around the beginning of the 1970s, fertility maintained the replace
ment level attained starting at the end of the 1950s. Then, fertility dropped be
low this level in 1974, and continued to decline thereafter; and a total fertility
rate (TFR) of 1.34 was recorded in 1999. The main demographic cause of such
a quarter-century-long fertility decline was analysed as being the conspicuous
rise in the proportion never married among women in their twenties and early
thirties, and also the decline in marital fertility since the middle of the 1980s
(Atoh, 1984; Kaneko, 2000). Cohabitation and extramarital fertility have been
negligible in Japan during the period offertility decline, in contrast with many
European countries, so that the rise in the proportion never married has di
rectly contributed to fertility decline. It is true that cohort-completed fertility
remained just below the replacement level between the birth cohorts of the
early 1930s and those ofthe middle ofthe 1950s. However, the comparisons of
cumulative fertility at the same age levels for the subsequent birth cohorts fol
lowing them revealed its gradual declining trend (National Institute of Popula
tion and Social Security Research (NIPSSR), 1999).

2. The comparison ofofficial population projections undertaken
since the middle ofthe 1970s

The National Institute of Population and Social Security Research (for
merly the Institute of Population Problems), a government institute belonging

*National Institute of Population and Social Security Research, Tokyo, Japan.
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to the Japanese Ministry of Health and Welfare, has undertaken five official
population projections (in 1976, 1981, 1986, 1992 and 1997) since the middle
ofthe 1970s (IPP, 1976, 1982, 1987, 1992; National Institute ofPopulation and
Social Security Research (NIPSSR), 1997). The comparison of the assump
tions and outcomes of these projections would reveal how population pros
pects in the twenty-first century have changed in accordance with the ongoing
fertility decline during the last quarter of the twentieth century.

Changes in the assumptions ofvital rates

Assumptions of mortality were set up for the 1976 and 1981 projections
by the construction of future life tables based on the lowest age- and sex
specific mortality rates observed at prefectural levels, and for the 1986, 1992
and 1997 projections that were based on future life tables which were built
up by extrapolating the trend curves applied for age-, sex- and cause of
death-specific mortality rates. It turned out that assumptions of mortality de
cline were always conservative and thus observed gains of longevity always
surpassed the assumptions (see figure I (a) and (b». As a result, the more recent
projections have assumed the larger gains in life expectancy at birth in the
future: the life expectancy at birth for 2050 was assumed to be 79.4 years for
males and 86.5 years for females in the latest projections.'

As for fertility assumptions, the method of transformation of the future
cohort fertility rates into future TFRs has been used for all the projections.
Then, how have cohort fertility rates been assumed for the future? The basic
idea behind the constructing of fertility assumptions has been that the rise in
the proportion never married among women in their twenties would decelerate
gradually and women in their thirties would recuperate their delayed births
(Atoh, 1984; Kaneko, 1993). It has been assumed, therefore, that the cohort
completed fertility would never drop to the level of the TFR at the time ofeach
projection or, in other words, that the TFR would rebound eventually to the
assumed level of future cohort-completed fertility.

Since the proportion never married has risen among women in their twen
ties and even in their thirties much more than expected, the observed trend of
the TFR has always betrayed its assumptions (see figure II). In the 1976, 1981
and 1986 projections, it was assumed that cohort-completed fertility could stay
around the replacement level in the future because the TFR decline was as
sumed to be caused primarily by short-term changes in marriage and birth
timing, not by the changes in "quantum" factors.' In the latest two projec
tions, however, it was assumed that the more recent female cohorts could not
recuperate the delayed births during their thirties because of the astounding
rise in the proportion never married observed among women in their thirties,
up to about 20 per cent for women in their early thirties in 1995, and thus that
cohort-completed fertility would gradually decline from 2.00 for the 1955 birth
cohort to 1.61 for the 1980 birth cohort in the case of the medium variant of
the 1997 projections.'

As for assumptions oil international migration, the annual average age
and sex-specific net migration rates observed at the time of each projection
were assumed to be constant in the future. Since the observed annual net mi-
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Figure I (a). Comparison of assumptions of female life expectancy at birth
in five official population projections: Japan
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Figure I (b). Comparison of assumptions of male nfe expectancy at birth
In five official population projections: Japan
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2.5

Figure II. Comparison of assumptions of the total fertility rate
in five official population projections: Japan
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gration rate for the whole population has been extremely low, as is shown by a
figure of -0.1 per million for the period 1990-1995, the effect of international
migration on the outcome ofpopulation projections has been negligible.

Changes in the outcome ofprojections

According to the medium variant of the 1976 projections, for which gains
in longevity in the future were assumed to be very modest but the TFR was
assumed to bounce back immediately to the replacement level, the size of the
total population was projected gradually to approach a stationary population
of about 140 million after the 2020s (see figure III). In the more recent pro
jections, since the final levels of the TFR were assumed to be lower than the
previous ones under the replacement level, the total population was projected
to reach a peak in around 2010 and start to decrease continuously thereafter.
The medium variant of the latest 1997 projections showed that the Japanese
total population would increase from 126 million in 1995, reach a peak at
128 million in 2007 and decline thereafter to 100 million in 2050: the annual
population growth rate was expected to be -0.8 per cent during the 2040s.4

As for changes in age structure, the medium variant of the 1976 projec
tions in which the TFR was assumed to rebound immediately to the replace
ment level showed that the proportion of elderly people aged 65 years or over
would continue to increase from 7.9 per cent in 1975 to about 18per cent in the
2020s and stabilize thereafter. The prospect of the proportion of the elderly in
creased gradually for the subsequent projections (see figure IV). The medium
variant of the latest 1997 projections showed that the proportion of the elderly
would increase from 14.5 per cent in 1995, through 25 percent in 2015, to over
30 per cent at the end of the 2030s.

Similarly, the medium variant of the 1976 projections showed that the
aged dependency ratio, the ratio of the elderly population aged 65 years or
over to the working-age population aged 15-64, would increase from 11.7 per
cent in 1975 but would stabilize at the level of just less than 30 per cent in
2050 (see figure V). The medium variant of the 1997 projections revealed that
the aged dependency ratio would increase from 20.9 per cent in 1995 to 59.1
per cent in 2050.5 The aged dependency ratio in 2050 for the latest projections
was projected to become about twice as great as in the outcome of the 1976
projections.

Comparison ofthe 1997 projections ofthe Japanese Government
and the 1998 projections ofthe United Nations

The assumptions ofvital rates and the outcome ofthe 1997 projections for
Japan undertaken by the Japanese Government are compared with those of the
latest projections by the United Nations (United Nations, 1999), as is shown
in the table.

The latest projections of the United Nations assumed somewhat longer
life expectancy at birth, longer by 1.2 years for males and by 0.2 years for
females in 2050, and a somewhat higher TFR, higher by 0.12 in 2050 than that
of the latest official Japanese projections. (The difference in the assumptions
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Figure III. Comparison of the outcomes of the total population size
in five official population projections: Japan
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Figure IV. Comparison of the outcomes ofthe proportion of the elderly aged 65 years or over
in the total population in five official population projections: Japan
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Figure V. Comparison of the outcomes of the aged dependency ratio
in five population projections: Japan
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COMPARISON OFTHEPOPULATION PROJECTIONS OFJAPAN UNDERTAKEN BY THEJAPANESE
GOVERNMENT AND THOSE UNDERTAKEN BY THEUNITED NATIONS

2025 2050

Japanese United Japanese United
Government Nations Government Nations

Demographic indicators 1995 (1997) (1998) (1997) (1998)

Life expectancy at birth (male) .... 76.36 78.80 78.80 79.40 80.60
(female) .. 82.84 85.83 84.90 86.50 86.70

TFR ......................... 1.42 1.61 1.73 1.61 1.75
Annual average net migration

rate (per thousand population) ... -0.1 -0.1 0.0 -0.1 0.0
Total population (thousands) ...... 125570 120913 121150 100496 104921
Proportion of the elderly

(percentage) . . . . . . . . . . . . . . . . . 14.5 27.4 26.7 32.3 31.8
Aged dependency ratio

(percentage) . . . . . . . . . . . . . . . . . 20.9 46.0 44.7 59.1 58.4
Potential support ratio

(percentage) . . . . . . . . . . . . . . . . . 4.77 2.17 2.24 1.69 1.71

Sources: National Institute of Population and Social Security Research (1997); and United
Nations (1999).

NOTE: Vital rates of the United Nations projections are for 2020-2025 and for 2040-2050.
Vital rates of the Japanese government projections are for the single year indicated, except
annual average net migration rates which are based on figures for the five years before the year
indicated.

on international migration was negligible.) Because ofthis, the United Nations
projections resulted in a somewhat larger and less aged population in 2050 than
that projected by the Japanese Government, but the difference was modest, that
is to say, the total population of the United Nations projections was only 0.2
per cent (240,000) larger for 2025 and 4 per cent (4.4 million) larger for 2050
than the Japanese official projections. Also, the difference between them in the
potential support ratio, that is to say, the ratio of the working-age population to
the elderly population, was only 0.07 for 2025 and 0.02 for 2050.

B. POLICY RESPONSES TO DECLINING FERTILITY

As was shown in several revisions of Japanese official population projec
tions and the latest United Nations projections, there is a greater probability
that Japan would become a hyper-aged society with ever-decreasing popula
tion at least during the first half of the twenty-first century. This is partly due
to large gains in life expectancy at old ages and mainly due to a large decline
in fertility below the replacement level. Such population prospects seem to
overshadow Japanese society in terms of such broad areas as labour, saving,
consumption, economic growth, the social security system, including social
insurance such as old-age pensions, medical insurance and long-term care in
surance, and families and communities.

In the 1970s and the 1980s, the Japanese Government strengthened social
security programmes in respect of providing elderly people with benevolent
medical care services and benevolent old-age pensions on the premise that
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Japan could have enough of a working population to support an increasing
number ofthe elderly population as long as fertility did not undergo an extreme
decline below the replacement level. However, in the 1990s, faced with the
prospect of the coming ofa hyper-aged society in the first half ofthe twenty-first
century, the Japanese Government proposed and implemented various plans
for restructuring the social security system (Ministry of Health and Welfare,
2000),6on the one hand, but also took action, though indirectly, for influencing
demographic trends, on the other. In the present paper, only policy responses
to demographic factors, namely fertility and international migration, will be
discussed in detail.

u 1.57 shock" and the beginning ofpolicy responses

Japanese fertility has continued to decline below the replacement level
since the middle of the 1970s, but it was only in 1990 that, being concerned
about declining fertility, the Japanese Government began to examine policy
options. In that year, it was announced that the TFR in 1989 had been 1.57,
the lowest in the history of vital statistics in Japan; and "1.57 shock" became
a trendy phrase among the public. In 1990, the Government established an
interministerialliaison committee for "creating an environment where people
can bear and rear healthy children" in the Office of the Cabinet Council on
Internal Affairs. This committee delivered a briefpolicy guideline on declining
fertility in 1991 (Office of the Cabinet Council on Internal Affairs, 1991). With
the basic recognition that the issue of declining fertility was deeply related to
the individual person's human right to decide on marriage and childbearing, it
expressed its view that the Government should promote only the creation of
a social environment to support young people who desire to marry and raise
children, and it set forth three basic policy guidelines: (a) to maintain harmony
between family life and occupational life, (b) to improve living conditions
(such as housing) and (c) to support child-rearing economically and psycho
logically.

In line with the guideline, a bill to raise child allowances partially and a
bill for parental leave were passed in the Parliament in 1991. The latter had
employers recognize that their full-time employees had a right to take a one
year parental leave to raise a child under one year of age. Later (in 1994), it
was decided that parental leave-takers would be given 25 per cent of their
wage before taking the leave, while being exempted from paying premiums
of the employees' pensions and health insurance while on leave. In the same
year, the basic policy direction for supporting childcare (nicknamed the "An
gel Plan") was formulated. Under the five-year urgent childcare programme
(1995-1999) related to the Angel Plan, the Government increased authorized
nursery schools to accommodate children in urban sectors on waiting lists,
expanded their provision of services, such as infant care, extended hours of
childcare and counselling on childcare, encouraged kindergartens to render ex
tended childcare services, expanded after-school care for elementary school
children, and promoted the establishment of family support centres (babysitter
networks organized by local governments) in urban areas (Ministry of Health
and Welfare, 1996, 1998).
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Report by the Advisory Council on Population Problems

In 1997, the Advisory Council on Population Problems, belonging to the
Ministry of Health and Welfare, published its report after 10 months of in
tensive deliberations on the background and consequences of declining fer
tility (Policy Planning and Evaluation Division of the Minister's Secretariat,
Ministry of Health and Welfare, 1998). Elaborating on this report, the White
Paper on Health and Welfare for 1998 was published by the Ministry ofHealth
and Welfare in 1998 (Ministry of Health and Welfare, 1998). Both documents
made it clear that the major cause for declining fertility was the increasing pro
portion never married among the youth. They emphasized that behind this phe
nomenon had been a heightened sense of the burden felt by working women of
making child-rearing and working outside compatible. They analysed the fact
that, even when women's participation in the labour market and other social
activities had been expanding, the fixed employment practices and corporate
culture-such as long daily work-hours, the difficulties of taking leave from
work and the difficulties offinding full-time jobs again experienced by women
who had quit their jobs at the time of their marriage or their first birth as well
as the fixed gender role division, namely, the system ofhusbands as breadwin
ners and wives as homemakers-had not changed enough in Japan. In addition
to the promotion of the Angel Plan to support families with small children,
therefore, both papers suggested as the main policy goal the rectification ofthe
stereotyped gender role division and the work-centred employment practices
neglecting employees' family life.

Based on the proposal in the two papers, an ad hoc committee of experts
to consider policy responses to declining fertility in the Prime Minister's Of
fice was set up in 1998 and the Cabinet Ministers' conference on declining
fertility was set up. Through the latter, the Government announced "Basic poli
cies to promote programmes related to declining fertility" in 1999, based on
which a new Angel Plan for 1999-2004 was formulated to expand facilities
and services for childcare. Furthermore, in 2000, a bill to raise the rate ofthe
parental leave benefit to 40 per cent of the salary received before taking the
leave and a bill extending the age of the recipients of child allowances from
under three to under six years were enacted (Ministry of Health and Welfare,
2000; Ministry of Labour, 2000).

Evaluation ofpolicy responses to decliningfertility

In what ways are the policy responses to declining fertility that the Japa
nese Government has undertaken for the last decade being evaluated?

First, are Japanese policies on this issue characterized as pronatalist? To
the inquiry sent to all United Nations Member countries on their population
policies by the Population Division ofthe United Nations Secretariat, the Japa
nese Government responded by stating publicly that it recognized its fertility
was "too low" but had not taken any intervention to "raise fertility" (United
Nations, 1998). Moreover, the Japanese Government has never mentioned
the goal of raising fertility or a specific desired fertility level in any official
documents, and has not undertaken any media campaign to encourage fertility,
raised child allowances to a level comparable with that of many Western Eu-
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ropean countries or limited any effective means for fertility control. Therefore,
Japanese policies related to declining fertility can be said to be not pronatalist
policies but rather family policies, the main goal of which is to improve the
childcare environment for families.'

Second, the ideal ofJapanese family policies seems to have changed from
a pro-traditional (family) model based on a division of gender roles to a pro
egalitarian model that characterizes family policies in Nordic countriesr' but
the reality is that about 70 per cent ofworking women still quit their job either
at their time ofmarriage or at their first birth, and so the labour-force participa
tion rates among women in their thirties in Japan are much lower than those in
Nordic countries. This may be due to the robustness oftraditional family norms
based on the division of gender roles as well as to the difficulties of converting
the employment practices of private companies into family-friendly ones.

Third, it can be said that the family policies of the Japanese Government,
despite its decade-long efforts, have not been effective so far in raising fertility,
since Japanese fertility has continued to decline in this decade. It is not clear
yet whether the ineffectiveness of those efforts has been due to its piecemeal
approach, to the deficiency of the budget in respect of realizing the goals of
various programmes? or to the fact that family policies focusing on married
couples are not effective with respect to changing the trend of delaying mar
riage among young people.

C. POLICIES RELATED TO INTERNATIONAL MIGRATION

From emigration policies to immigration policies

Japan was a country of emigration rather than one of immigration for a
long time after it opened its feudal society to the outside world at the end of
the 1860s. While population growth accelerated owing to gradual mortality de
cline, the expansion of labour opportunities accompanying modem economic
growth was not sufficient before the Second World War. This was the basic
source of emigration pressure in pre-war Japan. Outmigration to colonial re
gions and emigration to China, South-East Asian regions, the United States of
America, and Latin American countries such as Brazil and Peru were popular
in the pre-war years, and the Japanese Government was implicated, directly or
indirectly, in this stream of emigration. Emigration pressure gradually weak
ened in the post-war years because of the fertility transition in the 1950s as
well as the high economic growth of the subsequent period, and government
efforts to send out emigrants for permanent settlement in Latin American coun
tries almost ended in the 1960s (Policy Planning and Evaluation Division of
the Minister's Secretariat, Ministry of Health and Welfare, 1993).

In the mid-1980s, Japan plunged into a "bubble economy", which, all of a
sudden, gave rise to a severe labour shortage. The situation was aggravated by
the fact that Japanese young people were inclined to be hesitant about taking
the so-called 3D jobs, namely, those that were difficult, dirty and dangerous,
because they had grown up in more affluent families and were enrolled in
higher levels of education than their parents. Furthermore, the Japanese labour
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market became very attractive for would-be immigrants in developing coun
tries because of the rapid appreciation of the Japanese yen which had been
produced by the Plaza Agreement in 1985. As a result, Japan was transformed
into a country of immigration rather than one of emigration.

While the net inflow of foreign people had been much less than 10,000
per year up until the mid-1970s, it continued to increase, reaching a peak of
260,000,0.2 per cent ofthe total population, in 1992. Whereas the proportion
of foreign residents in Japan, mostly composed of persons from the Republic
of Korea with a permanent residence visa, had been about 0.6 per cent of the
total population in post-war years, owing to the rapid inflow of foreign people
at the time of the "bubble economy", even the proportion of registered foreign
residents overshot the level of 1 per cent of the total population in the early
1990s, with the major share of those having come from Latin American coun
tries and Asian countries other than the Republic of Korea (National Institute
of Population and Social Security Research, 1999). The latest estimate of this
proportion is 1.44 per cent in 1999, including illegal stayers estimated to be
about 270,000.

At the moment when Japan faced an increasing number of illegal stayers
(supposed also to be illegal workers), there was fierce debate among opinion
leaders on whether Japan should open the door of its labour market to foreign
workers, especially unskilled or semi-skilled workers (Nishio, 1988; Hanami
and Kuwabara, 1989; Miyajima, 1989). The response to this issue by the Japa
nese Government was the overall revision in 1989 of the Law on the Regula
tion of Emigration and Immigration and Refugee Recognition, which clarified
and expanded the requirements needed for foreign people to stay and/or work
in Japan. The thrust of this revision was that (a) unskilled workers were not
permitted to stay, (b) descendants of Japanese were permitted to stay and work
and (c) employers of illegal workers and their families were punished (Tanaka
and Ebashi, 1997). Because of this revision, the number of foreign workers
who were descendants ofJapanese in Latin American countries, such as Brazil
and Peru, increased dramatically, but the number of illegal stayers has not been
affected much.

Immigration policy in a hyper-aged and
depopulating society: replacement migration?

The "bubble economy" collapsed in the early 1990s and the Japanese
economy has stagnated since then, with rising unemployment rates. Because
of this economic change, the current policy debate on immigration policies is
not so hot as in the 1980s. Although the net inflow of foreign people dropped
dramatically in the first halfof the 1990s, it has been increasing again since the
latter half of the 1990s, and the proportion of foreign residents has also been
increasing. This trend suggests that the Japanese economy has come to depend
necessarily upon foreign workers, at least in some types ofjobs or industries.

The Population Division of the United Nations Secretariat published a
report showing to what extent a country or a region needed "replacement mi
gration" in order to maintain (a) the current size of the total population, (b) the
current size of the working-age population or (c) the current potential support
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ratio up to 2050 (United Nations, 2001). According to this, Japan needs
(a) 300,000 immigrants on average every year, (b) 600,000 immigrants on
average every year or (c) 10 million immigrants on average every year.

Such a calculation ofreplacement migration is demographically valid but
seems to be economically unrealistic and socially and politically unacceptable
as policy options for the Japanese Government.

First, there is no economically clear evidence for the necessity to keep
the current level of the size of the working-age population or of the potential
support ratio, .letalone the current size of the total population. It goes without
saying that, from the economic point of view, it is not the size of the working
age population but rather the size of the labour force that is important. While
labour demand in the future can be reduced by gains in labour productivity due
to technological innovation, such as the revolution of information technology
(IT), the labour supply can be expanded considerably by the involvement of
more womenandlor more elderly people in the labour market. Ifmore elderly
people take a.role supporting other elderly people economically and socially,
the economic and social support ratio can be raised substantially.

Second, Japan is a country where there have been only about 100,000 net
immigrants annually on average in the recent past and foreign residents occupy
the level of only 1 per cent of the total population. In such a society, it would
be socially and politically infeasible to accept a number of immigrants as large
as from several hundred thousand to several million people annually, as is sug
gested by the replacement migration calculated for Japan by the Population
Division of the United Nations Secretariat.

Replacement migration does not seem to be a realistic policy option for
Japan. However, it is certain that fewer young people will dare to take 3D jobs
owing to declining fertility and rising educational aspirations, labour demand
for workers fur long-term care will surely rise because of an increasing old
old population, and more professional and technical workers will be needed
in such areas! as information technology in this era of global competition. If
so, then in a ihyper-aged and depopulating country like Japan, more foreign
workers will be needed in the decades ahead than in the past decades, though
their numbers may not be as great as those contained in the estimates of the
Population Division.

NOTES

'Only one scenario has been prepared for mortality assumptions in all the official population
projections in Japan.

2The setting up of fertility assumption of these official projections seems to have been
implicitly influenced by the demographic transition theories which had suggested the continuation
of replacement-level fertility in the post-transitional stage.

JThe idea behind the setting up ofthe fertility assumption ofthe two latest official projections
seems to be in accordance with the second demographic transition theory that has been asserted by
D. Van de Kaa and R. Lesthaeghe (Van de Kaa, 1987, 1999; Lesthaeghe and others, 1999). Three
scenarios have been prepared for fertility assumptions in all the official population projections in
Japan: for the 1~97 projections, the high variant of the completed fertility of the 1980 birth cohort
was assumed to be 1.85 and the low variant thereof was assumed to be 1.38.
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4Three variants have been prepared in all the official population projections in Japan, in
accordance with three assumptions on fertility: for the 1997 projections, the total population
projected for 2050 was 110 million for the high variant and 92 million for the low variant.

5The aged dependency ratio projected for 2050 was 52.8 per cent for the high variant and
65.2 per cent for the low variant.

6Since the Japanese national pension scheme has been characterized by the pay-as-you-go
system, it has been destined to be severely influenced by changes in the prospects of population
ageing. Thus, every time new official population projections were undertaken since the middle
of the 1980s, the national pension scheme had to be revised in such a way as to raise pension
premiums and to cut pension benefits.

7At the municipal level, local govemments of many towns and villages suffering from the
effects oftheir decreasing and ageing populations have taken a more explicit pronatalist position.

8A. Gauthier classified family policies of the developed countries into four types, namely,
(a) pronatalist (such as those of France), (b) pro-traditional (such as those of Germany), (c) pro
egalitarian (such as those of the Nordic countries) and (d) non-interventionist (such as those of the
Anglo-Saxon countries) (Gauthier, 1996). Japanese family policies seem to move from (b) to (c),
at least at the Govemment's statement level, as well as in some policy programmes.

9Forthe past 30 years, the increase ofsocial expenditures for children has been only just over
20 per cent of that of social expenditures for the elderly in Japan (Fukuda, 1999).
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THE IMPACT OF POPULATION DECLINE AND POPU
LATION AGEING IN JAPAN FROM THE PERSPEC
TIVES OF SOCIAL AND LABOUR POLICY

Yukiko Katsumata*

A. THE IMPACTS OF POPULATION DECLINE AND POPULATION AGEING IN
JAPAN: DOMESTIC DISCUSSIONS

The socio-economic consequence ofpopulation ageing and declining fer
tility has been a change in the role of "those who support" and "those who are
supported". This is illustrated by the change in the dependency ratio of the
working-age population to the retired-age population (the population of those
aged 65 years or over divided by the population of those aged 15-64)..The
dependency ratio was relatively high before the Second World War, but began
to decline after the war and reached its lowest point (43.5) in 1990. Then the
ratio began to increase again and has continued to do so up until the present
day. Before 1990, the ratio increased as a result of the decreasing child popula
tion (those under age 15); however, after 1990, it began to increase as a result
of the increasing elderly population (those over age 65) (see figure I). In 1950,
shortly after the war, the ratio was recorded as 67.5. Population projections
estimate that the ratio will reach the same level again between 2015 and 2020.
Even ifthe ratio is shown to be the same during the two periods, the social phe
nomena are quite different. The differences-that the vast majority of "those
who are being supported" have become elderly and that the number of "those
who support" is no longer increasing but decreasing-are the key issues of
domestic discussions. Important issues to be discussed are the socio-economic
consequences of the declining working-age population and how to cope with
the changes by reforming social schemes.

1. Various projections for declining labour-Jorce
participation rates in Japan

Projections for labour-force participation rates have been reported both
by the Government and by a private think tank. The major results are collected
in table 1.At present, Japan's labour-force participation rate is 62.9 per cent,
based on the average between male and female labour-force participation rates
for 1999. However, the labour-force participation rates for men and women
should be analysed separately owing to the great differences in their character
istics. Therefore, separate data are examined in the following sections.

*National Institute of Population and Social Security Research, Tokyo, Japan.
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Figure I. Japan's age dependency ratio: long-term trends
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TABLE I. JAPAN'S LABOUR-FORCE PARTICIPATION RATE: PRESENT STATUS
AND VARIOUS PROJECTIONS

(Percentage)

/999 2025

(1) (2) (3) (4)

Men and women

Total (15 and over) ............ 62.9 59.1 58.5 60.2
15-19 ...................... 17.7 17.8 18.8

)20-24 ...................... 72.7 74.1 75.1
25-29 ...................... 83.0 85.2 84.4 69.9

30-34 ...................... 77.3 81.6 78.7
35-39 ...................... 79.8 82.9 81.7

)
40-44 ...................... 83.8 86.7 85.4
45-49 ...................... 84.7 87.2 86.4
50-54 ...................... 82.4 85.2 84.2 87.2

55-59 ...................... 76.3 79.8 78.6
60-64 ...................... 56.3 71.3 65.3
65 andover ................. 23.4 21.4 22.5 14.1

Men

Total (15 and over)............ 76.9 71.4 72.1 70.5
15-19 ...................... 18.5 20.0 20.6 19.6
20-24 ...................... 72.8 75.8 76.4 77.2
25-29 ...................... 95.6 96.3 96.6 99.4
30-34 ...................... 97.5 97.6 98.0 99.7
35-39 ...... , ............... 97.7 97.9 98.1 98.5
40-44 ...................... 97.7 97.9 98.1 98.7
45-49 ...................... 97.5 97.6 97.9 98.6
50-54 ...................... 97.1 96.8 97.9 98.6
55-59 ...................... 94.7 93.3 94.8 95.7
60-64 ...................... 74.1 82.4 83.4 95.4
65 andover.................. 32.5 31.0 31.9 21.3

Women

Total (15 and over) ............ 49.6 47.7 45.9 50.6
15-19 ...................... 16.8 15.4 17.0 18.6
20-24 ...................... 72.4 72.2 73.6 77.0
25-29 ...................... 69.7 73.4 71.6 } 83.7
30-34 ...................... 56.7 65.0 58.4
35-39 .............. " ...... 61.5 67.3 64.5 } 83.2
40-44 ...................... 69.5 75.0 72.1
45-49 ...................... 71.8 76.5 74.4 89.7
50-54 ...................... 67.9 73.4 70.8 68.4
55-59 ...................... 58.7 66.5 62.6 44.2
60-64 ...................... 39.7 60.7 47.9 23.7
65 andover ................. 14.9 14.4 15.6 8.8

Sources: (1) Statistics Bureau Management and Coordination Agency, Government of Japan
(2000); (2) Study Group on Labour Policy, June 1999; (3) Ministry of Labour, White Paper on
Labour, 2000; (4) Japan Center for Economic Research, A New Start for Japan sEconomy, 2000.
Tokyo.

Government projections reported by the Study Group on Labour Policy
in June 1999 estimate that by 2025 the labour-force participation rate of men
will decline to 71.4 per cent (compared with the present 76.9 per cent) and that
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of women lill decline to 47.7 per cent (compared with the present 49.6 per
cent). A pri ate think tank (Japan Center for Economic Research) estimates
a further de line in the male participation rate to 70.5 per cent. On the other
hand, it est mates that the female participation rate will increase above the
present rate to 50.6 per cent. Both institutions used the population projections
of the Nati . al Institute of Population and Social Security Research presented
in January 997; therefore, the different results were due to the different socio
economic c nditions they projected for 2025. The economic growth rate and
the supply- d-demand conditions of Japan's labour market were predicted
differently. he government projection was based on conditions of average
future annu I economic growth of 2 per cent and an unemployment rate of
4.2 per cen by 2025, whereas the private think-tank projection set the annual
economic owth rate at 1.7 per cent and the unemployment rate at 5.3 per
cent. Also, e images of Japan's future industrial structure and goals of social
measures f r dealing with a society that is ageing and declining in fertility are
not the sam in the two projections. The assumption that information technol
ogy (IT) d globalization will play major roles in Japan's future industrial
structural c ange was shared by both projections; but the images of goals re
garding eld rly (aged 60-65) participation in the labour force and women's
participatio~ in the labour force during their child-rearing years were different.
The govern ent projections are somewhat optimistic about the extension of
retirement ge to 65 years. On the other hand, the private think tank's projec
tions are .m re optimistic regarding women's participation in the labour force
during chil -rearing periods. On the whole, both projections show that, in the
future, ove all labour-force participation rates will decrease but the lifetime
female labo -force participation rate will increase.

i

2. At{acroeconomic impacts ofageing and declining fertility rates

i

The it·pact of the declining labour-force participation rate is a major
concern am ng Japanese people. Both government organizations and private
groups hav expressed concern about possible negative effects on Japan's fu
ture economic growth and a loss ofvitality in Japanese society. However, con
cerns have ibated in the past few years owing to the fact that the so-called IT
revolution i taking place in Japanese industry and productivity has improved
dramaticall . The Ministry of Labour presented its rather optimistic views of
the future i the White Paper on Labour, 2000, published in June 2000. It re
ferred toa tudy among Organisation for Economic Co-operation and Devel
opment (0 CD) countries that had found that people made efforts to improve
labour-savi g technology in order to cope with declines in the growth rate of
labour-fore participation. The report stated: "In recent years, IT has become
a powerful easure for future economic development in Japanese society and
it is being ctively promoted by various organizations both in the public and
in the priv te sectors. We expect that further active investments in IT mar
kets will c ntribute greatly to technological developments." The paper then
presented ptimistic projections for Japan's economic growth rate by quot
ing a report from the Industrial Structure Council: "Approximately 2 per cent
annual economic growth is quite a realistic goal if people keep investing in

211
\:1



research and development of IT under the projection of declining in labour
force participation and slowing down the rate of increase in accumulation of
capital compared with increasing rate of gross domestic product (GDP)." The
previously mentioned private think tank also presented its long-term economic
forecast that the annual increase of net GDP between 2015 and 2025 would be
approximately 1.8 per cent. However, concerns remain about the impact of an
ageing society on Japan's future. Various socio-economic measures are being
proposed and implemented under the slogan of "A vigorous ageing society in
the twenty-first century".

3.. Japan s labour policy concerning ageing and declining fertility rates

Even if the optimistic views presented above become true, shortage of
labour will remain a major concern. An imbalance between labour supply and
labour demand, called "labour-market mismatching", will most likely occur in
the future. For instance, imbalanced labour supply and demand among first,
second and third industries negatively affects the labour market for new gradu
ates; and we all know that the present low fertility rate will cause the popula
tion to begin decreasing in 2008.

(a) Foreign immigrant workers

In the late 1980s, the labour shortage in the manufacturing industry be
came an apparent problem for Japanese society. An amendment to Japanese
immigration law in 1990 allowed immigrant workers ofJapanese descent from
South America to work in Japan. In the 1990s, a new on-the-job training scheme
for foreign workers was implemented and a number of workers from Asia be
gan working in Japan. The introduction offoreign immigrant workers has been
hotly debated in Japan. Various interest groups, such as enterprises and trade
unions, hold different opinions, and, since the war, the Japanese Government
has had rather strict regulations concerning foreign immigrant workers.

The debate on foreign immigrant workers became extremely active in
1999 when opposing proposals were presented by two governmental organiza
tions. First, the Economic Strategy Council, an advisory group to then Prime
Minister Obuchi, submitted a report entitled "Strategies for Reviving the Japa
nese Economy" in February 1999, where it proposed the introduction offoreign
immigrant workers. The report stated: "Furthermore, a necessary legal frame
work will be positively discussed to accommodate foreign workers, including
extension of permit of stay for skilled trainees. Third, considering measures
taken in other countries to cope with the declining number of births and in
creases in foreign immigrants, the nationality laws need to be reviewed."!

An advisory group for the Ministry of Labour also submitted a report
entitled "Projection of Supply and Demand in Japan's Labour Force". This
report also emphasized the importance of investigating the accommodation of
foreign immigrant workers in specialized and technical fields, but cautioned
against the introduction of unskilled foreign workers. Its position against the
introduction offoreign workers was stated as follows: "It is not an agreeable or
appropriate measure to introduce immigrant workers as a solution to the labour
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shortage in li society that is ageing and declining in fertility. We must be aware
of its massive socio-economic effects.'?

We must understand the background of such debate. The year 1999 was
the year before long-term care insurance was implemented in Japan. A number
of new businesses were making preparations to offer care services, and people
were concerned about a possible shortage of care workers. However, when the
long-term care insurance scheme was introduced in April 2000, a shortage of
care workers did not occur owing to an overestimation in demands for care
services. 'Ioday, the debate on foreign immigrant workers continues to be dis
cussed vigolrously. However, there is a consensus at policy discussion on the
exclusion of low-skilled labour. The Government has been promoting certified
skilled workers in the long-term care field. Care workers are not considered to
be unskilled. It may be too early to discuss the possibility of introducing for
eign workers into the welfare field owing to the fact that communication ability
in Japanese land training are essential.

(b) Employment ofthe elderly

Up until very recently, Japan maintained one of the lowest unemployment
rates amon~ OECD countries. People were generally not very interested in
unemployment issues. However, the employment and unemployment of the
elderly have always been important issues-they were even in those days
because they are closely related to the issue ofpublic pension reform.

In 198$, major public pension reforms were implemented, which estab
lished the present two-tiered public pension structure.' Since that time, pension
administrative officials and scholars have discussed extending the pensionable
age from 60 to 65, based on financial forecasts for public pension schemes in
an ageing society. A law for stabilizing and promoting elderly employment
opportunities was approved in the Diet almost unanimously in 1986. In June
1990, the law was amended to include security and promotion of employment
opportunities for those in their early sixties. In 1994, a gradual raising of the
pensionableIage for the first tier to 65 was approved in the Diet, and in April
2000, the most recent pension reform act was approved, which raised the sec
ond tier of pensionable age to 65 between 2013 and 2025. (The relationship
between public pension schemes and labour policy will be discussed in section
B below.)

The high labour-force participation rate among the Japanese elderly is
well knownl(see figure II). In 1998, the labour-force participation rate among
Japanese elderly aged 65 years or over was 35.9 per cent, far higher than that of
other OECI) countries. The labour-force participation rate is usually affected
by industrial structures: if there is a relatively high rate of self-employment,
then the elderly labour-force participation rate tends to be high. However, this
is not the case in Japan. The level of retirement age is another factor that raises
the elderly labour-force participation rate. In 1999, over 99 per cent of com
panies that facilitate retirement set the retirement age at 60 (see figure III).
Therefore, retirement age does not affect those over age 65. The high rate of
labour-force participation by the elderly is not a recent phenomenon in Japan.
It was once very high, but has been gradually declining (see figure IV).
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Figure II. Labour-force participation rate of the elderly (aged 65 years or over), 1998
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Figure III. Retiremeut age transitions of private companies
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Figure IV. Trends in the labour-force participation rate among the Japanese elderly
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A study! involvingJapan and four other countries illustratedthe relatively
enthusiastic attitudeof the Japaneseelderlytowardsworking. The studyasked
elderly individuals aged 60 years or over who were currently engaged in paid
employmentl "Do you want to continue paid employment in the future?" Of
Japaneserespondents, 89.4 per cent answeredyes, comparedwith 90 per cent
of United States respondents, 82.8 per cent of Thai respondents, 79.9 per cent
of RepubliclofKorea respondents and 69.4 per cent of German respondents.
These results do not indicate that Japanese elderly are particularly enthusias
tic about working comparedwith other nationalities. The following question
to the same ~oup concerned the reasons for working. The largest number of
peopleof everynationality answered, "Becauseof the income". However, in the
UnitedStatesandGermany, mostpeoplechoseas theirsecondreason, "Because
I enjoy working"; but in Japan and the Republic of Korea, people chose "Be
causeworkingis goodfor my health"as their secondreason.

It is not easy to analyse the reason for the high labour-force participation
rate among the Japanese elderly. Various empirical studies have indicatedthe
strong correlation between income level and labour-force participation (see
figure V). The group of elderly individuals between the ages of 65 and 69
are the most likelypension beneficiaries. Amongmen, those receivingsmaller
pension berefits have a higher tendency to work. Another study proves the
correlationbetween health and labour-force participation." I conducted such a
study with a colleagueand found that health conditionsare a strong determin
ing factor in employment (Kimuraand Katsumata, 2000).

(c) Employment ofyoung people

The high unemployment rate among the younger generation is an impor
tant issue among OEeD countries, but it was not given serious consideration
in Japan until very recently. However, this fact does not necessarily indicate
a lower rate, of unemployment among Japanese youth. Rather, the unemploy
ment rate of Japaneseyoungpeople is relativelyhigh, almost as high as thatof
the elderly(see figureVI). The reason that the high unemploymentrate among
the elderly receives more attention is not that people are uninterested in the
high youth Unemployment rate but rather that elderly unemployment issues
are discussed in the context of public pension schemes. In 1999, the average
unemployment rate was 4.7 per cent, the highest annual unemployment rate
since the Second WorldWar. Among age groups, the highest unemployment
rate was 15;1 per cent for males between the ages of 15 and 19, followed by
10.2per cent for those males betweenthe ages of 60 and 64.

The White Paper on Labour, 2000, devoted one chapter to discussing
youth unemployment and new trends in youth employmentsuch as the exist
ence of the so-calledjUrita. Generallyspeaking,jUrita are young people who
neither go on to higher education nor become full-time employees. They are
most likely'towork as part-timeemployeesunder short or temporaryemploy
ment contracts. Accordingto the estimatesby the Ministryof Labour,approxi
mately 1,510,000 people (610,000male, 910,000female) betweenthe ages of
15 and 34 were consideredfurita in 1997, approximately 4.3 per cent of the
total populationof the same age group.
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Figure VI. Trends in the unemployment rate, by age group
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It is thought that, in the near future, the labour force in the younger genera
tion will shrink, but one must bear in mind that some young people choose to be
furita and do not enter the regular employment system. Therefore, the concept
and definition ofunemployment among youth must be reconsidered. Furita tend
to change jobs frequently. They can afford to do so because they are often liv
ing with their parents, enjoying the single life without paying their own living
expenses. A Japanese sociologist has coined the term "parasite singles" to refer
to these young people who depend on their parents economically. This can be
considered one of the consequences of lower fertility and fewer children.

4. Future perspectives on the benefits and burdens
for social security in Japan

As part of the "Vigorous ageing society in the twenty-first century", the
Japanese Government announced that the national burden (taxes and social
security contributions) should be kept to less than 50 per cent of national in
come.' It is believed that big government is harmful to society and that public
spending should be kept to a certain level. Public spending includes not only
social security benefits and social services for Japanese citizens but also capital
investments as well as national defence expenditures etc. Therefore, the Min
istry ofHealth and Welfare also estimated a probable level for the benefits and
burdens ofsocial security in the future (see table 2).

The numbers in parentheses in table 2 in the row entitled "Long-term care
included in the upper column" indicate that certain costs for elderly care are
taken from present medical care and social welfare expenditures. Although
this table was made before long-term care insurance was implemented, the
amount was estimated because long-term care insurance was proposed to re
duce medical expenditures for the elderly. (This is described in more detail in
the following section.)

This table lists three possible conditions for future economic growth. Ac
cording to case B, which is most often used for official discussions, the level
of benefits and burdens of social security will be 33.5 per cent in 2025. This
means that the size of social security benefits and burdens will be nearly dou
bled compared with 1995 levels.

B. STRUCTURAL REFORM AND NEWMEASURES FORSOCIAL SECURITY

1. Japanese social security measures to support the retiring elderly:
from employment to public pension

(a) Employment policy

In 1994, the pensionable age for the first tier was raised. At the same
time, various employment measures were implemented in order to promote
elderly participation in the labour force. First, the Ministry of Labour deter
mined that all companies should raise the retirement age to 60, compared with
the situation in 1990 where only 64.1 per cent of Japanese companies set their
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TABLE 2. FuTuRE PERSPECITVES ON THE BENEFITS AND BURDENS FOR SOCIAL SECURITY

(Comparedwith national income (HI)

A: Growth ofnominal national income:3.5 per cent for fiscal year 2000 and before; 3.0 per cent for fiscal year 200l and beyond

B: Growth ofnominal national income: 1.75per cent for fiscal year 2000 and before;2.0 percent for fiscal year 2oo1and beyond

C: Growth ofnominal national income: 1.75per cent for fiscal year 2000 and before; 1.5 per cent for fiscal year 2ooI and beyond

Fiscal year 2025

Fiscal year /995 A- B C
N

Campared Campared Compared ComparedN- 1Hllions withNJ 1Hllions withN/ 1Hllians withNI 1Hllions withN/
ofyen (percentage) ofyen (percentage) ofyen (percentage) of yen (perren/age)

Socialsecurity benefits .................... 65 17 274 29.5 230 33.5 216 35.5
Pension ............................... 34 9 142 15.5 109 16 98 16
Medicalcare ........................... 24 6 90 to 90 13 90 15
Welfare ............................... 7 2 41 4.5 31 4.5 27 4.5

Long-termcare included in the uppercolumn ... (-) (-) (21) (2.5) (16) (2.5) (14) (2.5)
Burdensrelated to social security............. 70 18.5 272 29.5 230 33.5 216 35.5

Source: National Institute of Populationand Social Security Research,"Populationprojection for Japan (estimatedJanuary 1997)", estimatebased on medium
estimatesby the Ministryof Healthand Welfareas of September 1997.

NOTE: Estimates in case long-termcare insuranceis introduced.



reti ement age at 60. Additionally, various subsidies were introduced for the
pro otion of elderly participation in the workforce. In 1990, a subsidy for
em loyers who implemented a continuous employment scheme, as well as a
gr t for employers who hired elderly workers over age 60, was initiated. In
199 , in order to promote continued employment of those between the ages
of 0 and 65, a subsidy was introduced that provides 25 per cent of the wages
e ed by people over 60 years of age to elderly people under age 65 who are
con inuing to work but whose wage has dropped considerably since turning
60. n February 2000, the employment insurance scheme was amended and the
defi ition of applicable "elderly" was extended to the age groups between 45
and 55. These benefits can be more efficiently provided to elderly job-seekers
for longer period of time.

(b) Income security (public pension)

In 1994, partial pension benefits for elderly employees aged 60-65 were
ref rmed. Before the reform, the partial pension scheme had been criticized for
its ck ofpromotion ofthe employment ofelderly workers. This new measure
wa called the "American system" and encourages elderly pensioners to rejoin
the labour market. According to the pension reform act, in 2000, elderly pen
sio ers can earn a monthly income ofup to 220,000 yen, and only incur deduc
tio s of 20 per cent from their pension benefits. However, all partial pension
be efits are cut if monthly income exceeds 370,000 yen. Figures VII and VIII
des ribe the manner in which partial pension benefits are deducted accord
ing to one's earnings. Figure VII offers an example involving a person who
rec ives partial pension benefits of 100,000 yen and figure VIII offers an ex
am le involving a person who receives partial pension benefits of250,000 yen.
'I ada (1994) expressed reservations about this reform, indicating the fact that
onl highly paid skilled workers benefit from the new pension scheme. It may
be e that unskilled, low-paid workers are less likely to secure the opportu
ni to earn relatively high wages. The average amount ofpension benefits per
ca ita for retired pensioners with regular full pension and for pensioners with
pial pension changed between 1995 and 1996. The monthly average benefit
rec ived by a male retired full pensioner was 206,800 yen in 1994 and that ofa
pial pensioner was 184,667 yen. Then, in 1995, the full pensioner's amount
w reduced to 197,049 and the partial pensioner's amount was increased to
20 ,391. The numbers of partial pension beneficiaries increased substantially
be een 1995 and 1996 (see figure IX).

. Introducing long-term care insurance and improving efficiency in the
Japanese health-care system

Social expenditures for the elderly increased much faster than those for
th rest ofthe population. Up until 1980, the rate ofincrease in medical care ex
pe ditures was higher thanthe rate of increase ofexpenditures for pension and
o er sectors. This was due to the fact that medical expenditures for the elderly
bo med after 1973. The year 1973 was an epoch-making year for medical ex
pe ditures due to the fact that, in 1973, co-payment of medical care insurance
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Figure VII. Partial employee's pension by monthly earned income
(case of monthly pension in the amount of 100,000 yen)
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Figure VIII. Partial employee's pension by monthly earned income
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Figure IX. Trends in number of new beneficiaries: full pension vs, partial pension
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fo the elderly was abolished and it began to be subsidized by the national bud
ge . Subsequently, demand for elderly medical services increased rapidly and,
d .ng the next 10 years, the national medical insurance scheme accumulated
su stantial debts. In 1978, a cross-subsidized system called Health and Medi
ca Services for the Elderly was introduced. This system functions on the prin
ci le ofequality ofburden-sharing ofmedical care costs for the elderly among
ful Japanese nationals. After introduction ofthis system, the employees' medi
ca insurance systems including Society-Managed Health Care had its burden
si ificantly enlarged. In the following years, a series of reform measures to
slo the expansion of medical care expenditures for the elderly were initiated.
Fo example, elderly patients no longer receive co-payment waivers; however,
th still pay a reduced fixed amount. Also, a new method of lump-sum pay
m t for hospitals and clinics was introduced in order to improve efficiency in
he lth-care facilities.

Before long-term care insurance was introduced, a number ofelderly peo
pl were hospitalized not because they required medical treatment but because
th 'r conditions demanded an assisted-living residential facility. The average
le of hospitalization for elderly Japanese is much higher than that ofother
co tries. We call this phenomenon "hospitalization for social reasons". Other
re ons for the high hospitalization rate of elderly persons are the shortage of
so ial welfare facilities and home-help services for the elderly, and the fact
th the cost-sharing system for social welfare services places a high burden on
mi dle-income elderly individuals, who therefore choose to stay in hospitals
o ing to their substantially lower cost. No cooperation or adjustments were
m e between medical care facilities and elderly care facilities.

The long-term care insurance scheme requires elderly individuals to share
the cost and make contributions. This is very different from other social insur
an e schemes. Even pensioners must contribute to long-term care insurance.
Th se who are receiving welfare assistance can have the welfare system make
co tributions on their behalf.

3. Structural reform in social security

Former Prime Minister Obuchi organized an advisory committee for so
cia security in 2000, which concluded that the current system of social se
c ity must be reformed. The majority of social security schemes had been
im lemented after the Second World War, and have become outdated and im
pr tical. The ageing and the declining fertility within Japanese society require
ne schemes to correspond to the present family structures and social condi
tio s. Therefore, this committee meets once a month to discuss the issues and
go Is of reform. In addition, various political parties are preparing effective
s tegies by organizing their own study groups for social security reform. In
Ap '12001, the new Ministry of Health, Welfare and Labour is to begin its ad
mi istrative duties. The reorganization of the central Government should have
a p sitive impact on the present status ofsocial security reform.
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C. CONCLUSION AND REMARKS

Actual reform of the Japanese social security system will take lace in
the near future. A series of reports will be published by various co ittees in
the next few years, and a scholar in one of the committees has prop sed that
the reform measures be free from demographic changes. I wonder if this is a
pragmatic attitude. Every nation has its own unique process of social evelop
ment. I have no idea what he meant by measures being "free from dem graphic
changes", but we must learn from our previous new schemes, whic did not
carefully consider the impact of demography. I believe that we shou invent
new measures while paying close attention to demographic changes.

NOTES

I"Strategies for Reviving the Japanese Economy" is available in English at the cial web
site for the Prime Minister's Office (http://www.kantei.go.jp/foreign/senryaku/99 317report.
html).

2The Study Team on Labour Policy, an advisory group for the Ministry of Labour submitted
its report in May 1999.

3Further detailed information on Japanese public pension schemes is available at e web site
of the National Institute ofPopulation and Social Security Research (http://www.ipss.o.jp/).

"Accordmg to the Ministry of Labour's "Survey on Elderly Employees" in 199 ,83.7 per
cent of males 60 years of age in the workforce consider themselves in good health, w ereas only
68.3 per cent of males 60 years ofage not in the workforce consider themselves in go d health.

5HistoricallY,the Japanese Govermnent has used the term "national income" rathe than GDP.
National income used in government data is .calculated by the following formula: et national
product minus indirect tax plus subsidies.
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OLley RESPONSES TO POPULATION AGEING AND
P PULATION DECLINE IN THEREPUBLIC OF KOREA

Namhoon Cho*

A. INTRODUCTION

The Republic of Korea has undergone demographic changes at a pace
th t has dazzled many population scientists. Fertility has declined to a level
f below the replacement level within a short span of two and a half decades.
C ncerted government policies and family planning programmes played a ma
jo role in achieving this momentous transition. The total fertility rate in the
R public of Korea rapidly decreased from 6.0 in 1960 to 1.6 in 1987. There
a r, the total fertility rate (TFR) fluctuated between 1.7 and 1.8, but has re
ce tly decreased further to 1048 in 1998 and 1.42 in 1999 (see table 1). It is
es imated that if the current low fertility continues, the population in Korea
wi 1stabilize at around 52.8 million people by the year 2028, and will begin to
de rease thereafter.

Socio-economic development factors that have resulted in the decline in
fe ility include rapid urbanization, increase in educational and economic par
tic pation of females, increase in educational attainment of both males and fe
rn les, and reduction in infant and child mortality rates. Other, equally impor
ta t factors that have affected fertility in the Republic ofKorea include changes
in he value ofor preference for the number ofchildren, family structure, mar
ri e behaviour, and role and function of the family, especially iJ). respect of
su port for the elderly. In addition, improvement in nutrition, improvement in
he lth status, change in lifestyle etc., which are often concomitant with socio
ec nomic development, have played a role in reducing mortality, including
in nt and maternal mortality rates, thereby resulting in a considerable rise in
lif expectancy. The infant mortality decreased from 45 per 1,000 live births
in 1970 to 7.7 in 1998, while the life expectancy at birth had been 52.4 years
fo both sexes in 1960 but increased to 74.4 years in 1997 (National Statistical
a ce,1999).

The fertility decline in the Republic of Korea has been attributed to the
in rease in proportion of single women and the attitude among women that
it s necessary to decrease the number of children. The proportion of women
in ge group 20-24 who have never married increased from 57.3 per cent in
19 0 to 83.3 per cent in 1995. There has also been an increase in the propor
tio of women who have never married for age groups 25-29 and 30-34. The

"Korea Institute for Health and Social Affairs, Seoul, Republic of Korea.
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TABLE 1. TRENDS IN TOTAL FERTILITY RATE (TFR) IN
THEREpUBLIC OF KOREA, 1960-1999

Year

TFR

1960'

6.0 3.6 2.1

1987'>

1.6 1.8

199d'

1.7

1998'

1.48

1999"

1.42

"National Statistical Office,Report on Vital Statistics Based on Vital Registration, eachyear.
bKorea Institutefor Healthand SocialAffairs,National Fertility and Family Hea th Survey,

eachyear.

proportion for age group 25-29 was only 9.7 per cent in 1970 but 29.6 per cent
in 1995, and the proportion for age group 30-34 increased from 1.4 to 6.7 per
cent during the same period (see table 2). Accordingly, the age at first marriage
offemales increased from 21.6 years in 1960 to 24.1 years in 1980 and 26.2
years in 1998. The proportion of single women and the age at first marriage
of females are expected to increase continuously in the immediate future (Cho
and Lee, 1999).

Although achievements have exceeded expectations in terms of he popu
lation goals in the Republic of Korea, several new population probk ms have
emerged. These new problems must be faced with the same determin tion and
imagination that were used to solve the population problems in the pa t. Major
consequences resulting from the rapid fertility decline include the hrinking
of the labour force and the growth of the elderly population. There i a range
of policy options available and measures that can be taken in response 0 labour
supply problems. Concentration on capital-intensive production raising
retirement ages and greater labour-force participation by women me among
the obvious choices.

The growth in the number of elderly people poses the single most dif
ficult challenge. Moreover, elderly people are living longer, which rn~ns that
they are more susceptible to chronic health problems which may dem nd long
term treatment and nursing care. The implications ofthe decline in fe ility and
changes in population structure are serious and crucially important matters in
terms of health and pension expenditures in the immediate future.

The Republic of Korea shifted its role to accommodate these di nensions
in the future population policy directions. Under these circumstances, the Gov
ernment adopted new directions and strategies for the population poli y in June
1996, which focused primarily on population quality and welfare rether than
on demographic arenas. The major goals of the new population pol cy were:
(0) to maintain the replacement level offertility and to improve mort idity and
mortality levels as part of the process of achieving sustainable socio- conomic
development; (b) to enhance family health and welfare; (c) to preve t the im
balance of sex ratio at birth and to reduce the incidence of induced ~ bortions;
(d) to tackle sex-related problems of youths and adolescents; (e) to empower
women by expanding their employment opportunities and welfare services;
and (j) to improve work opportunities and provide adequate health care and
welfare services for the elderly (Cho, 1996).
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TABLE 2. TRENDs INSOCIO-ECONOMIC FACTORS AFFECTING
DECLINE INFERTILITY, 1960-1998

1960 1970 1980 1990 1995

Female education"(percentage)...... 13.0 23.5 45.0 88.2 95.8
Female LFPRb (percentage)......... 36.3c 39.3 42.8 47.0 48.3
Age at first marriage for

21.6 23.3 24.1 24.9 25.4females (years).................
Proportionof single

females (percentage)
20-24 ........................ .. 57.3 66.1 80.4 83.3

'N 25-29 ........................ .. 9.7 14.1 22.1 29.60;..>
0 30-34 ........................ .. 1.4 2.7 5.3 6.7

Urbanization(percentage) .......... 28 41 57 74 78
Infant mortality rate ............... .. 45 17 (1981) 13 (1987) 9.9 (1993)

1998

47.0

26.2

7.7 (1996)

Sources: National StatisticalOffice,Population and Housing Census Report, each year, and Annual Report on the Economically Active Population Survey, each
year; Korea Institute for Health and SocialAffairs, 1998 Health and Welfare Indicators in Korea, 1998; and Ministry of Health and Welfare and Korea Institute for
Health and SocialAffairs, 19961nfant and Neo-natal Mortality and Causes ofDeath in Korea, 1998.

"Proportionof females aged 20-24 who have attended secondary school or above.
bLabour-force participation rate.
CSurvey conducted in 1963,among persons 14 years of age or over.



However, despite the transition ofthe population policy in the R ublic of
Korea, the TFR continuously declined as shown in table 1. This phe omenon
is expected to accelerate with continuous increase in age atfirst m .age and
the proportion of single women, which may make the recovery of f rtility to
its earlier level difficult. Thus, the present paper explains: (a) the de ographic
prospects in the Republic ofKorea during the next half-century, in co parison
with the United Nations estimates; (b) the possible consequences ofp pulation
decline and population ageing; and (c) the various policy options.

B. POPULATION PROSPECTS FOR THENEXTHALF-CEN

In 1996, the National Statistical Office projected the populati n of the
Republic of Korea, based on the result of the 1995 Population an Housing
Census. The assumptions for the 1996 population projection, which i the most
recent study available, reflected the past trends in the components popula
tion change, namely, fertility, mortality and migration. The nation popula
tion projection (National Statistical Office, 1996) assumed that the T R would
remain 1.7 until 2015 and increase thereafter to 1.8, which figure ould be
maintained onward under the medium variant. As a mortality assum tion, the
1996 projection assumed the life expectancy at birth for 2000 as 71.02 years
for males and 78.64 years for females, and that these figures would' crease to
75.4 years and 82.5 years, respectively, in 2030 (see table 3).

As for the international migration assumption, the number of
increased owing to the increasing number of students and employed
abroad for the purposes of study and employment, and was offset
creasing number offoreign worker migrants in the Republic ofKore thus, the
1996 population projection assumed the total net migration to be min s 30,000
for the future migrants, which was the average of net migration d ng 1990
1995. This study makes an attempt to project the future population adopting

TABLE 3. ASSUMPTIONS FOR THE NATIONAL POPULATION
PROJECTION FOR 2000-2050

Life expectancyat birth Sex ratio
(years) (malesper

TFR Net migration OOfemale
Year (medium) Male Female (persons) live births)

2000........... 1.71 71.02 78.64 -30,000 112.7
2005........... 1.71 72.27 79.74 -30,000 110.7
2010........... 1.74 73.27 80.69 -30,000 108.9
2015........... 1.80 73.87 81.19 -30,000 107.0
2020........... 1.80 74.47 81.68 -30,000 107.0
2025........... 1.80 74.97 82.Q9 -30,000 107.0
2030........... 1.80 75.42 82.45 -30,000 107.0
2035........... 1.80 76.67 83.70 -30,000 107.0
2040........... 1.80 77.92 84.95 -30,000 107.0
2045........... 1.80 79.17 86.20 -30,000 107.0
2050........... 1.80 80.47 87.45 -30,000 107.0

Source: National StatisticalOffice,Future Population Projection, December 19
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the slke assumptions as those used by the 1996 projection which ~clUded the
mo .ity change only from 2000 to2050. It isextended from the 1 96 projec
tio b.y the National Statistical Office (at the medium variant), whic projected
the populationup to 2030.

J\ccording to the 1996 projection and the extended prOjec~on by this
stu y;. a zero population growth rate will be reached in 2028 with a population
siz Of 52.8 million, and thereafter the population of the Republi of Korea
wi I decrease to 51.5 million in 2050. The absolute size of the rking-age
po ulation will start to decrease after reaching its peak (36.5 million) in 2018
as e declining youth population enters working age. With the increase in
lit! expectancy, the aged population 65 years ofage or over has inqreased and
wi continue to increase with a high growth rate of apprOXimatel~4per cent
pe annum. The proportion of the elderly reached 7 per cent in 20 0 and will
do ble (to 14.3 per cent) in 2022, indicating that the Republic 0 Korea has
be ome an ageing society. The potential support ratio will decreas from 10.0
in 000 to 4.1 in 2025 and to 2.2 in 2050 (see table 4). I

Here, the national projection was compared with the United ~tions pro
jec ion, made by the Population Division of the United Nations Secretariat
(U ited Nations, 2001). Although the United Nations projections were made
wi various scenarios from I to V, the national projection can b~ compared
wi the United Nations projection of scenario I, at least in terms! of the mi-

idn assumption; the national projection assumed an annual nei migration
of 0,000 to 2030 and the United Nations projection of scenarionassumed
a t tal net migration of 450,000 from 1995 to 2020 and zero thereafter, The
o rUnited Nations scenarios assumed no migration. The national projection
sh w~ that the total population will achieve a peak in 2028 with a ~ize of 52.8
mi lion, whereas the United Nations projection shows a peak poiat in 2035
wi amaximum size of 53.0 million. The absolute size of the working-age
po ulation will reach a peak in 2018 with a size of36.5 million in the national
pr [eetion, compared with a peak of36.3 million in the year 2020 inltheUnited
Na ions projection (see table 5).

A main feature of the comparison between two projections is that the
yo th population and the working-age population will decrease faster in the
na oaal projection than in the United Nations projection; and the a8ed popula
tio will increase more speedily in the national projection than in !the United
Na ions projection. Influenced by an increase in an old population rather than
a crease in a young population, the total population will decrease faster in
the United Nations projection than in the national projection. As ~ result, the
po ntial support ratio will decline faster in the United Nations projection than
in ~ national projection.

As for net migration, both the average annual number and theltotal num
be ofmigrants are bigger in the national projection than in the United Nations
pr .eetion; such a difference is simply a result ofthe difference in the assump
tio s adopted by the projections. Although there are some differences in the
m nresults between two projections, it is evident that the popul~tion of the
R ublic of Korea will be rapidly ageing with both youth and working-age
po ulations declining after certain years.
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TABLE 4. NATIONAL POPULATION ESTIMATES INTHE REPUBLIC OFKOREA,
2000-2050: MEDIUM VARIANT

Totalpopulation 0-/4 /5-64" 65 oroverb

Yeor Thousoruls PercelltlJge Thousoruls Percentage Thousands Percentage Thousands Percentage Ratioc

2000 .......... 47275 100.0 10233 21.7 33671 71.2 3371 7.1 10.01
2005 .......... 49123 100.0 10421 21.2 34450 70.1 4253 8.7 8.10
2010 .......... 50618 100.0 10080 19.9 35506 70.1 5032 10.0 7.06
2015 .......... 51677 100.0 9515 18.4 36316 70.3 5846 11.3 6.21
2020 .......... 52358 100.0 9013 17.1 36446 69.7 6899 13.2 5.29

IV 2025 .......... 52712 100.0 8633 16.4 35465 67.3 8613 16.3 4.12I.H
I.H 2030 .......... 52744 100.0 8448 16.0 34130 64.7 10165 19.3 3.36

2035 .......... 52896 100.0 8338 15.8 32877 62.2 11 681 22.1 2.81
2040 .......... 52810 100.0 8175 15.5 31584 59.8 13 051 24.7 2.42
2045 .......... 52327 100.0 7922 15.1 30764 58.8 13 641 26.1 2.26

2050 .......... 51546 100.0 7687 14.9 29935 58.1 13 924 27.0 2.15

Sources: UnitedNations(2001); and NationalStatisticalOffice(1996).
'Year of peak reachedin the absolutesize of workingpopulation: 2018 with 36.5 million.
bProportion of the elderlypopulationaged 65 yearsor over:7.1 per cent in 2000 and 14.3 per cent in 2022.
<Potential supportratio:personsof workingage per person aged65 yearsor older.



TABLE 5. POPULATION ESTIMATES FOR THE REPUBLIC OF KOREA: COMPARISON
OF NATIONAL MEDIAN VARIANT WITH UNITED NATIONS SCENARIO I

National projection United Nations projection

2000 2025 2050 2000 2025 2050

Thousands

Totalpopulation .......................... 47275 52712 51546 46844 52533 51275

0-14 ................................. 10233 8633 7687 10068 8956 8209
N 15-64 ................................ 33671 35465 29935 33623 35557 30401
w
.;:. 65+ .................................. 3371 8613 13 924 3152 8020 12665

Averageannual number
of migrants ............................ - -30 -30 -14 0

Total number of migrants................... - -750 -750 - -350 0

Potential support ratio

9.99 4.12 2.15 10.67 4.43 2.40

Sources: United Nations (2001); and National Statistical Office (1996).



C. SOCIa-ECONOMIC CONSEQUENCES OFDEMOORAPIDC TRANS ON

1. Labourshortage and ageing

The population ageing and the decline in the growth rate have al eady led
to a labour shortage in some sectors. The labour shortage, as measur d by the
vacancy rate (the ratio of unfilled vacancies to current employees), as been
serious, specifically for the production workers (mostly unskilled orkers),
causing thesmall and medium-sized manufacturing firms to suffer. e labour
shortage rate has been maintained at 2-5 per cent during the last 10 ears and
t~at for the unskilled has increased to more than 10 per cent (see tabl 6).

This labour shortage might be attributable to the accelerated owth of
gross domestic product (GDP), which led to an excessive demand for abour in
the manufacturing sector, and an increase in the labour force with hi er edu
cational attainment (in 1996, about 62 per cent of the labour force had received
higher education and about 20 per cent had graduated from college univer
sity); but it seems to be related to the change in the age structure ofth popula
tion, which implies that this phenomenon will be structural and long- erm.

There has been an increasing trend in respect of the number 0 foreign
workers who moved to the Republic of Korea in the 1990s; this phe omenon
is a result of the high growth of the economy of the Republic of Kor a during
the 1990s which has caused a rise in wages and, subsequently, level 0 income,
so that domestic labourers have developed a tendency to avoid diffi It, dirty
and dangerous work. As a result, there has been a shortage of labo in small
and medium-sized manufacturer establishments. Foreign labour is i lined to
work in the Republic ofKorea owing to the high wages and also beca se small
and medium-sized manufacturing establishments prefer foreign wor ers who
are not reluctant to undertake hard and dangerous work for cheap wa es.

As can be seen from table 7, the total number offoreign workers, egal and
illegal, was estimated at 81,824 in 1994 and at 210,494 in 1996, sh wing an
increase of 157.3 per cent over two years. In 1996, approximately 61 p r cent of
all foreign workers were illegally employed, in comparison with 58. per cent
in 1994. However, the economic crisis that began in 1997 has had an i pact on
the movement of foreign workers; the number of foreign workers w rking in
the Republic ofKorea was 157,689 in 1998, which is a decrease of25. per cent
from 1996. The decrease may be a result of the rise in the exchang rate and
lack ofjobs during the economic crisis in the Republic ofKorea. Ho ever, the
ratio of illegal foreign workers to total foreign workers is still high.

In the Republic of Korea, the ageing of the labour force has ac elerated.
The proportion of the economically active population of ages 45 0 over in
creased from 39.1 per cent in 1990 to 40.9 per cent in 1999. Accord ngly, the
average age of the total economically active population increased om 32.2
years in 1990 to 34.3 years in 1999 (see table 8). This labour-ageing henom
enon is expected to accelerate, as the total population ageing rises. On the other
hand, it was attributable to the fact that aged workers want to work 10 ger sim
ply because they expect to live longer and are healthy enough to wo even in
relatively unpleasant workplaces. However, most aged workers are on-wage
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TABLE 6. VACANCY RATEa IN TIlE REPuBLICOFKOREA, 1984-1997

(Percentage)

A.ll Production Unskilled A.ll Production Unskilled

Year establishments workers workers Year establishments workers workers

1984............. 2.98 3.95 8.02 1991. .......... 5.48 9.07 20.13

1985............. 1.75 2.35 4.90 1992........... 4.26 6.76 10.86
N 1986............. 2.30 3.20 8.34 1993........... 3.62 6.04 14.74
I.»
0'\ 1987............. 3.29 4.79 11.12 1994........... 3.57 5.64 12.90

1988............. 3.54 5.24 12.29 1995........... 3.71 5.80 H.41
1989............. 3.21 4.92 11.82 1996........... 2.98 4.80 16.24

1990............. 4.34 6.85 16.23 1997........... 2.44 3.88 12.58

Source: Ministry ofLabour, Labour Demand Trend Survey Report, each year.

"Ratio ofunfilled vacancies to current employees.



TABLE 7. TRENDS INTHE NUMBER OFFOREIGN LABOURERS, BYLEGAL STATUS, 1 94-1998

Year

1994 .
1996 .
1998 .

Total

81 824 (100.0)
210494 (100.0)
157689 (100.0)

Legal workers

5265 (6.4)
13420 (6.4)
11143 (7.1)

Trainees

28 328 (34.6)
68 020 (32.3)
47009 (29.8)

IIIeg workers

48 31 (58.9)
129 54 (61.3)
99 37 (63.1)

Source: Ministry of Labour,Labour White Paper, each year.
NOTE: Figure as percentage of total in parentheses.

workers, such as self-employed and family workers, and they are mo tly em
ployed in the agricultural or service sectprs.

2. Increase in medical costs

The increase in the elderly population has resulted in the rise of medical
costs in the Republic Korea. At present, health insurance or medical assistance
programmes (for those who are supported by the Livelihood Protecti n Law)
cover all persons in the Republic ofKorea, As of 1995,96.7 per cent of those
aged 65 years or over were covered by health insurance and the rest c f the el
derly were covered by medical assistance. Despite the high coverage ( f health
insurance, there was an increase in medical expenditures owing to tl e popu
lation ageing in the Republic of Korea. The health insurance cost fo elderly
persons shows a speedier increase than the total population; the cost or older
persons shows an increase rate of27.7 per cent, compared with 18.7 per cent
for the total population between 1995 and 1998. The amount of the medical
insurance cost for the elderly accounted for 12.8 per cent of the tota cost in
1985 and increased to 15.9 per cent in 1998 (see table 9). The medical osts per
elderly person are over two times those for each person under age 65.

TABLE 8. PROPORTION OFECONOMICALLY ACTIVE POPULATION OFAGES 45 OR( VER AND
AVERAGE AGE OF ECONOMICALLY ACTIVE POPULATION IN THE REpUBLIC 0 KOREA,
1990-1999

Total Male Fema

Averageag~ Averageag~ verageag~

Year Percen/age8 (years) PercJenlagea (years) Percentage' (years)

1990........ 39.1 32.2 39.5 32.0 38.4 32.5
1991. ....... 39.1 32.1 39.6 32.1 38.4 32.2
1992........ 39.4 32.8 39.9 32.7 38.8 33.0
1993........ 39.3 31.5 39.7 31.5 38.6 31.7
1994........ 39.5 32.1 39.9 32.1 38.9 32.2
1995........ 39.7 32.3 40.1 32.2 39.1 32.3
1996........ 40.0 32.8 40.4 32.9 39.4 32.6
1997........ 40.3 33.7 40.8 34.1 39.7 33.3
1998........ 40.6 33.6 41.0 33.9 40.0 33.2
1999........ 40.9 34.3 41.2 34.3 40.4 34.4

Source: National Statistical Office, Annual Report on the Economically Active opulation
Survey, each year.

"Proportionof economicallyactive population of ages 45 or over.
bAverageage of economicallyactive population.

237



---"""'T"------------------------,--- -

3. Growing burden on thenationalpension scheme

Since the process of population ageing will continue to accelerate-in the
future, the financial crisis of the national pension is anticipated. A cording to
an actuarial estimate, the total number of beneficiaries of the old-s ge pension
wi 1 0lcrease rapidly although the number of insurants who pay ccntributions
to the pension will decrease. The number of pensioners will inc ease: up to
ab ut 45 per cent of the total number of the pension insurants, in plying that
the burden of the working-age population will sharply increase. Bfi 20H, the
tot 1 pension expenditure will exceed the total revenue. As a result, the ac
cumulated pension reserve is expected to be exhausted in 2048 (see table 10).
Thus, population ageing in the Republic of Korea will be a seriou burdenon
the pension system, and the future young generations will have tc pay.heavy
co tributions in order to sustain the system.

11'0 cope with the anticipated financial insustainability of the 0 d-age pen
sion in the Republic of Korea, the Government took action in ora r tojrevise
the National Pension Act in December 1998. The most notable cl ang~ is the
target replacement rate for the average wage workers of 40 year with con
tri ution histories being reduced from 70 to 60 per cent. Also, the retijement
ag will be increased from 60 to 61 in 2013 and win rise 1 year eliery $ years
thereafter until reaching the age of 65 in 2033. :

TABLE 9. MEDICAL EXPENDITURE BY AGE IN THE
REpUBLIC OFKOREA, 1995AND 1998

I

Age

1995 199$

(Billions ofwon)
Annu growt~ rate

lP<!rcenlage)

0 .
1-4.. " .
5-1) .
1014 .
15 19 .
2024' .
2529: .
3034, .
3539 .
4044 .
4549 .
5054 .
5559 .
6064 .
6569 .
7074' .
75 .
Total(A) .

~~ K~)~~~~~g~j :::::::::

1 122
2756
1875
1217
1397
2129
3275
3033
2936
2469
2482
2958
3144
2668
2085
1505
1301

38353
4892
12.75

1582
4353
3263
1740
2252
2788
4880
4365
4793
4450
4142
4387
5624
5276
4140
3029
3018

64080
10187
15.90

12.1$
16.46
20.2'
12.66
17.25
9.41

14.2Z
12.91
17.74
21.71
18.61
14.03
21.38
25.51
25.68
26.24
32.38
18.66
27.70

Source: KoreaHealthInsurance Cooperation, HealthInsurance Expenditure, 000.:
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TABLE 10. ESTIMATE OFPENSION FINANCING INTHEREpUBLIC OF KOREA, 2000-2050

Balcmce Beneficiaries of
Reserve Totalrevenue Total expenditure (B-C) lnsurants old-age pension Maturityratio

(FIE) Funded ratio
(Hundreds o/millions o/won)" (77wusands 0/persons) (percen/age) (A/C)

Year (A) (B) (C) (D) (E) (F) (G) (H)

2000...... : ......... 565846 141 131 45207 95923 16425 363 2.2 12.5
2005................ 1338037 268783 46547 222236 17470 1101 6.3 28.7
2010................ 2489249 414791 90782 324008 18199 1780 9.8 27.4
2015................ 3813 478 524016 152704 371 312 18141 2392 13.2 25.0

tv 2020................ 5 166 792 655605 260537 395068 17674 3545 20.1 19.8
w

2&25;~~ ..... ; ....... - 6025718 7~1-- --4*{}H}--- ---28&599- -----l-1-O36 --4-969- --- --29;2- 14.2\0
2030................ 6309898 768113 603656 164 458 16318 6094 37.3 10.5
2034................ 5906253 752760 753661 -901 15636 6912 44.2 7.8
2035................ 5724852 141 131 789806 -37346 15500 7067 45.6 7.2
2040................ 4256564 726316 984 919 -258603 14891 7704 51.7 4.3
2045................ 1725581 644 793 1 183965 -539173 14315 8076 56.4 1.5
2048................ -348146 554185 1293768 739583 14192 8090 57.0 -0.3
2050................ -1852905 576343 1355556 -779212 14092 7993 56.7 -1.4

Source: National Pension Research Centre, Actuarial Estimation ofthe National Pension, 2000.

BAt constant prices of2000.



D. POLICY OPTIONS

1. Policies related to population ageing and decline

Despite the Government's action to shift the directions ofpop lation pol
tilom population control to population quality and welfare in 996; so as
vercome the many challenges stemming from low fertility, th decline in

fe ility has continued. Except for these policy measures, there h e been no
dir ctpopulation policies, established and implemented, to addres the deter
mi ants of expected population ageing and decline. However, it an be said
th t ~ome indirect policies were used to check the rapid decline in fertility
w ic~ focused mainly on support for the compatibility ofwork and c ild-rearing
fo ~.omen. These programmes included expansion of childcare .nstitutions
in lu ing those at the workplace, extension of maternity leave, doption of
pa e ity leave (in the government sector), payment of family allo ance etc.

!The current Immigration Law in the Republic of Korea prohi its the mi
gr ti~n of non-professional workers to the Republic of Korea, and any policy
ha taken into consideration the influx of migrants to compensate for the ex
pe ted decline of the working-age population in the Republic of rea. Since
th 1~90s, the number of foreign workers in the Republic of Kor a, most of
th mlillegal, has considerably increased. However, the Governme t contends
th t approximately 200,000 foreign workers, which is 1 per cent f the total
ec ~miCallY active population of the Republic of Korea, is the 0 timum.· size
fo t e foreign worker force within the country. Nowadays, the ovemment
is mpting to promulgate the Foreign Worker Permission Act, which will
all ~ a certain number of foreign workers (about 1 per cent of th total eco
no ~CallY active population) to work, for less than three years, in t e Republic
of K rea. The main aim of such legal reform is to prevent the il egalization
of fo eign trainees, who are allowed to train for two years under t e Industry
Tr irieeSystem, which started in the early 1990s.
~ expert meeting, which was held at the Korea Institute for Health and

S i.l Affairs in July 2000, suggested that preparations for the exp cted popu
lat 0' ageing and decline be taken into consideration. This meetin concluded

t, ialthough policy will inevitably have a difficult time retumin to the cur
re t trend in fertility, some policies, such as the extension of chil care leave,
pa ! ent of child allowance, increase in compatibility between c ild-rearing
an work of women, need to be established in order to encourag women to
m . and have the number of children they want.

2. Polices related to the consequences ofthe demographic tr nsition

(a ! Policies on the elderly

lln response to the rapid increase of the elderly population, e Govern
m n~ has carried out various policy measures with respect to th elderly to
k Pl them healthy and active during their old age. Among these p licy meas
ur s income maintenance programmes, health maintenance pro ammes and
re idential programmes are important.
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Public pension programmes, public assistance based on the L velihood
Protection Law, and the non-contribi'ory old-age pension are thre compo
nents of public policy that aim at enh cing the economic security f the el
derly in the Republic of Korea. The ain source of income for th majority
of the retired old people is the savings or assets that they accrued d ing their
lifetime or support from their children For the aged who are not c vered by
the National Pension Scheme which was started in 1988, a non-co tributory
old-age pension programme was introduced in 1998 for the elderly n low in
come brackets. Along with this, PUbl*' assistance allowance is prided for
the elderly aged 65 years or over wh are covered by the public ssistance
programme. The Government also pro ides various measures, for ex pie, tax
exemption, to enhance income security for the aged.

There are three programmes to eWtance employment of the e derly, in
cluding the Elderly Job Placement Centre, the Elderly Workplace Elderly
Employment Promotion. According to ItheAct that created these pro ammes,
based on the Elderly Employment Promotion Programme enacted in 1991, es
tablishments with 300 employees are tp employ a proportion of age workers
greater than 3 per cent ofthe total emPl~Yees. The Act also recommen s that the
Government provide more training fac lities and more job informati n for the
aged workers. Although the Act lacks c mpulsory enforcement, its e cts seem
great. The public enterprises extended the mandatory retirement ag up to 60
and leading private enterprises followei the practices of the public se tor.

To improve the health of the elde~y through diagnosing geriatri diseases
at an early stage and providing healt education, the Government as given
subsidies to local health centres or hos itals for medical check-ups 0 the low
income elderly. The elderly who are s ,spected to have some disease through
the first screening test should be given I further examinations. Furthe , the pro
portion of senile dementia among the old-age population is estimate to be 8.3
per cent and the actual number is estimated to be about 240,000 pers ns in the
Republic of Korea. To care for the aged with senile dementia, the Go ernment
has started a "to-year plan for senile dementia" extending from 199 to 2005,
which includes construction of nursing facilities and hospitals.

As society transforms and traditional family support has weak ned, and
the number of the elderly living alone! or as couples without childr n has in
creased.the need for social welfare services for the elderly who conti ue living
in their own home has grown. To encourage living in the commun ty, home
help services, day-care centres for the elderly, and short-term care c ntres are
available for the elderly in need. In addition, the number of persons at risk of
being admitted for some forms of institutional care has increased. present,
welfare facilities for the aged are classified into three groups, inclu ing resi
dential homes, nursing homes for the severely disabled elderly an geriatric
hospitals. These facilities are divided! into three categories-free- f-charge
facilities, low-price facilities and pay facilities-depending on the i dividual
ability to pay. The eligibility for free-Of-charge or low-price faciliti s is con
fined to the low-income group. The Government has recently incr ased the
amount of subsidies to free-of-charge ~r low-price nursing homes, d devel
oped the policy of long-term care service for the elderly to respond t the rapid
increase in the number of frail elderly.
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47.0
46.0
59.8

1998

42.3 41.9 47.0
47.7 39.5 45.6
40.5 41.9 46.8

1981 1985 1990
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(Percentage) !

S urce: National Statistical Office, Report on Economically Active Population, 198111998.

T

olicies on women
the Republic of Korea, there have been great efforts to imp ve wom

s tus, socially and economically. The Government has prioriti ed policy
ing promotion ofwomen rights and gender equality and equi . In ~998,

the vernment established the Presidential Commission on Wome 's ~ffairs
(P ) at the ministerial level, aimed at planning, implementing, onijoring
an e aluating policies related to women's empowerment and ge er equal
ity, in an integrated and effective manner. This Commission is to b renamed
the nistry ofWomen, in order to intensify its status and function. As f~r the
em 1 yment status of women, the participation of women in the la our~force

gra lly increased from 40.5 per cent in 1981 to 5.. 9.8 per cent' 19 8 for
m . d women, while the labour-force participation rate remaine at 6 per
cen r unmarried females (see table 11). However. the rates ofth Re ublic
of 0 ea are still low, in comparison with those of so.me developed ountries.

o encourage women's economic participation, the Gov ent ,f the
Re u lie of Korea has made efforts to increase the proportion of women in
go e ental committees, and plans to increase the,proportion to 0 PeT cent
by 0 2. A female public employee target system has been implem ted itofa
cili the recruitment ofa target number ofwomen into the public ector each
ye ; e proportion of women employed in the public sector was 0 per cent
an as planned to reach 20 per cent by 1999. Also, the Gov ent~fthe

Re u lie of Korea has been trying to provide married women wi mo e job
op 0 ities by increasing the number ofnurseries substantially b pro iding
tax in entives for companies operating nurseries.

pecifically, in order to support women's employment, the G vernment
ced the Equal Employment Act in 1988, which prohibits iscrimina-

a ainst women in such areas as recruitment, promotion, traini g artd job
ements. Following the recent economic crisis, female worke were laid

off ing to gender in the process ofcorporate restrUcturing. Henc ,thel Gov
ern nt revised the Labour Standard Act in 1998,!prohibiting th discharge
bas d on sex discrimination. The Government has also been exp ding job
trai . g opportunities for women. In the Republic of Korea, the olicies for
inc e sing the female labour-force participation rate are a response to solving
the e pected labour shortage in the Republic of Korea.

olicies on labour supply

n response to the expected labour shortage, the mismatch roblem in
yo t labour markets, which currently leads to the high unemploym t rate for



the younger ages, needs to be solved, although the solution cannot e a solu
tion for the problems inherited from the! change in the age structure. tional
training needs to be modified and flexible enough to meet the needs that will
be created by the expected labour shortage as well as changes in he other
social and economic circumstances, suph as industrial structure,em loyment
structure, production process, technology and the education system In addi
tion, vocational training needs to be provided not only for youth bu also for
the female, the aged and the disabled. i

The Government is very cautious about inviting foreign wor rs, fear
ing possible undesirable social tensions and repercussions. Econo ic coop
eration with the Democratic People's Republic of Korea could be positive
solution for solving labour shortage problems, since workers in the D mocratic
People's Republic of Korea have the t~chnical know-how as well the dis
ciplined spirit required for employment in labour-intensive industri s. At the
same time, the Government is trying] to encourage investments i labour
saving technology in the hope that w¢ can utilize the saved labo force in
labour-intensive industries. !

Foreign direct investment in developing countries as well as ncreased
investment in on-the-job training of unskilled domestic workers co ld solve
the problem of labour shortage in production workers. Therefore, th Govern
ment has adopted a system of industrial training for foreigners as a eans of
mitigating the lack of labour, which allows a certain number of tra nees and
allots them to medium-sized establishments suffering from lack of la our. The
annual number of trainees has been between 10,000 and 30,000 si ce 1992
and there are plans to have a total number of 93,800 foreign trainees by 1998.
They have been allocated to manufacturers, construction, fishery etc. Ministry
ofLabour, 1999).

E. CONCLUSION
!

There is no doubt that the number of the elderly will increas and the
absolute size of the total population will decline in the future. Al ough the
United Nations projected the size of net immigration in the Republic of Korea
assuming that the maximum size of total population in 2030 and the aximum
size of working-age population in 2020 would remain constant in e future,
it cannot be ensured that such maximum sizes are the most optim in terms
of the socio-economic, environmental' and other factors. In other ords, the
criteria for projection of the numbers ofnet inunigration should be d termined
taking into account all the factors to be included in addition to de ographic
factors.

However, experts agree that the change in population size and structure,
specifically population ageing, will require an influx offoreign labo migrants
to keep the national productivity that Iwill help accommodate the romotion
of quality of life for the whole population. In this context, it is wo while to
thank the United Nations for its projection effort and suggest that th Republic
of Korea pay full attention to prepara'tions for the expected popul tion age-
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decline. Specifically, the present occasion provides an opp
emp ize to policy makers that the future population policies need
grat d ith health, welfare and social security-related policies.

S' ce female participation in economic activity is still low in c mparison
with t in Westerncountries, the policy for increasing women's eco mic par
ticip ti n will play an important role in compensating for the expecte shortage
of 1 , through'which support for the increasing number of old ODScan
be f ci itated. As a matter offact, the Government ofthe Republic of orea has
mad fforts to improve conditions for encouraging female emplo ent; they
inel d improvement in the area of gender discrimination in emplo ent and
incr a ing compatibility of women's work with child-rearing.

e should also consider the need of the Government of the R public of
Kor a 0 adopt policies to maximize the capability Ofolder person to work,
sinc t e number of old persons who are healthy will continue to in rease. In
addi i n, reunification of the Republic of Korea and the Democrati People's
Rep b ic of Korea will attenuate population ageing and decline beca se of the
deel n of the working-age population. Finally, faced with the inc ease' in a
heal old population combined with the rise in life expectancy, th Govem
men eeds to gradually effect an increase in the retirement age, hich will
con ute to stabilization of future health insurance land pension fi ancing in
the e ublic of Korea in the long run. To reiterate, in order for the Republic
of 0 a to maintain and/or increase the total fertility rate, future opulation
poli y should be implemented in a manner that encompasses inte tion with
soci - conomic and welfare policies. The new population policy as dopted in
199 as a step in the right direction. However, in order to achieve ny future

s es, further strengthening, as elaborated above, of the exist ng social
. ,social welfare, employment, human resource development d health

pro 0 ion-related policies is essential. In addition, research studies on policy
resp n es to population decline and population ageing should be co tinuously
con u ted, and further efforts should be directed towards making p licy mak-
ers erstand the importance ofpopulation policy for their success
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POLICY RESPONSES T LOW FERTILITY
POPULATIONAGEING IN HE REPUBLIC OFK REA

im*

A. INTR~DUCTION
Demographic transition in the R public of Korea started at e begin

ning of the 1960s mainly owing to e interaction of rapid socio- conomic
development and full-scale adoption f family planning progr es (Kim,
1987). During the period of the first ve-year economic develop ent plan,
1962-1967, the gross national product GNP) grew at an annual rate f7.0 per
cent. Since then, the economy ofthe R ublic ofKorea has consisten ly grown
at a record high speed. The national f ily planning programme has een very
successful since its initiation in 1962.

The crude death rate in the Republ c ofKorea showed a tremend sly high
level of33 per thousand in 1955. Since then, the mortality level has tically
declined. The crude death rate decrease to 16 per thousand in 1960 d then to
5.3 per thousand in 1996 (Kim, 1999). In accordance with the conti uous de
cline of the crude death rate, life expec cy at birth has consistently ncreased
over time (Korea National Statistical ffice, 1997). Life expectancy t birth in
1960 was 51.1 years for males and 57. years for females. Life expe tancy for
males increased from 57.2 years in 197 to 69.5 years in 1996. Life e pectancy
for females increased from 64.1 years' 1970 to 77.4 years in 1996.

Decrease of the fertility level has also affected population age ng in the
Republic ofKorea. The crude birth rate in 1960 was as high as 45 per ousand.
The crude birth rate declined to 23.4 i 1980 and then to 15.2 per th usand in
1996 (Kim, 1999). The total fertility te also decreased from 6.0 i 1960 to
4.5 in 1970 and then to 2.7 in 1980. e total fertility rate in the R public of
Korea decreased to the replacement le el in 1984 and has retnained elow the
replacement level since then (Cho and Byun, 1998). The total fertili level in
1995 indicates a figure of 1.74.

The rapid process ofdemographi transition in the Republic of orea has
brought about an increase of both the bsolute number and the pro ortion of
the elderly. The proportion of the elde ly aged 65 years or over wa only 3.3
per cent in 1966; but it increased to 59 per cent in 1995 and is pr jected to
increase to 19.3 per cent in 2030 (Kore National Statistical Office, 1 96). Ac
cording to Chung (1998), the speed of geing ofthe population ofthe Republic
ofKorea is apparently faster than that f developed countries. The R public of

*DonggukUniversity, Department of Soci logy,Seoul,the Republicof Korea.



Kor a which has already experienced large declines in fertility and mortality,
has emendous momentum for further population ageing (Kim, I 99). The
proj c ed declines in fertility and mortality will add t the momen for even
furt e population ageing in the Republic of Korea (Kim and oth s, 1996).
Lo rtility would eventually bring about declines in the size of p pulation,
and lines in the population ofworking age as well s various socio economic
pro I s.

e present paper investigates the demographic rospects ofth Republic
of 0 ea, in comparison with the results presente by the Popula ion Divi
sio 0 the United Nations Secretariat. Then, the pa er examines t possible
con e uences of low fertility and population agein . Finally, the p per deals
wit e various policy options that the Government of the Republi of Korea
cou d adopt to cope with the low fertility and population ageing. Different
fro opulations of other developed countries, the ~Ipulation ofth Republic
of 0 ea is projected to decline after its peak in 2 30. Thus, in th s paper it
rna b more appropriate to use the term "low fertili. " in.stead of" opulation
dec in " in figuring out the consequences and pol' y options of opulation
dec in and population ageing.

B. DEMOGRAPHIC PROSPECTS IN THE
REpUBLIC OF KOREA, 1995-2050

I

uilding upon the medium variant ofthe 1998 Revision of War 'dPopula
aspects (United Nations, 1999), the project of the Populatio Division

of e United Nations Secretariat on replacement migration conside s five dif
fer nt scenarios (United Nations, 2001). According to scenario I, e popula
tio i the Republic ofKorea would increase from 44.9 million in 1 95 to 53.0
mil io in 2030, and then decline to 51.3 million in 2050 (Unite Nations,
20 1, table A.9). The working-age population in the Republic of K rea is pro
jec to increase from 31.9 million in 1995 to 36.3 million in 202 , and then
dec e se to 30.4 million in 2050 (ibid., table A.l 0) The populati aged 65
ye s r over would increase from 2.5 million in 1995 to 12.7 milli n in 2050.
As esult of these changes, the potential support ratio, which is efined as
the a io of the population aged 15-64 years to the population aged 5 years or

, ould drop from 12.6 in 1995 to 5.7 in 2020, and then to 2.4' 2050.
cenario II is based on the same assumptions ef scenario I, b t with net

zer igration from 1995 through 2050. This scenario shows result similar to
tho e of scenario L According to scenario III, which keeps the size f the total
po ul tion at the maximum level of 53.5 million in 2035, it woul be neces-
s t have 1.5million net immigrants between 2035 and 2050. n, 3.2 per
ce fthe population in the Republic of Korea would be immigran s and their
des e dants in 2050. Scenario IV predicts that the Republic of K rea would
ne d total of6.4 million immigrants between 2020iand 2050 in or er to keep
the si e of'the working-age population constant at it~ maximum 00 .6 million
in 0 O. Then, 13.9 per cent of the population in the Republic ofK rea would
be igrants and their descendants in 2050.
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Finally, scenario V predicts that i would be necessary to have total of
5.1 billion immigrants from 1995 to 20 0 in order to keep the potenti 1support
ratio at the level of 12.6 in 1995. Under is scenario, the total populat on in the
Republic ofKorea is projected to be 6.2 billion in 2050, ofwhich 99 p r cent of
the population would be immigrants an their descendants. This extre e result
indicates that scenario V is not realistic and thus the 1995 level of the potential
support ratio would drastically change n the future.

Then, let us compare the results f the population project cam d out by
the Population Division with those 0 the Korea National Statistic 1 Office.
Table 1 illustrates major indicators 0 two projections on the pop lation of
the Republic of Korea. The Populati n Division projection is bas d on the
assumption that the population in the Republic of Korea would c ange ac
cording to the levels of fertility and ortality of the medium vari t of the
United Nations 1998 Revision (Unite Nations, 2001). The Korea National
Statistical Office projection uses the" ohort component method", e ploying
the 1995 census population to set up th base population (Tae Hun Ki ,1997).
The Korea National Statistical Office rojection used the population of three
consecutive years (1994, 1995, 1996) r the weighted average popu tion and
then finally calculated the midyear pop lation for the base populatio because
the date for the census was the first of ovember.

The most important differences b tween the Population Divisi n projec
tion and the Korea National Statistica Office projection are in the levels of
total fertility rate and net migration r teo The assumption on fertil ty of the
Population Division projection is to k ep the total fertility rate at .90 from
2020, whereas that of the Korea Natio al Statistical Office is to kee the total
fertility rate at 1.80 from 2020. In te s of the assumption on mi tion, the
Population Division projection assume no net migration after 2020. owever,
the Korea National Statistical Office p ojection predicts that the net igration
rate would remain at the level of 0.5-0.6 from 1995 to 2030.

Based on the medium-variant proj ction, the Population Divisio predicts
that the population in the Republic of orea would increase from 44 9 million
in 1995 to the maximum of 52.9 mill on in 2030, and then decrea e to 51.3
million in 2050. According to the Kor a National Statistical Office p ojection,
the population in the Republic ofKore is projected to increase from 45.1 mil
lion in 1995 to 52.7 million in 2030. sing the same assumption of e Korea
National Statistical Office projection, Tae Hun Kim (1997) predict that the
population in the Republic ofKorea w uld decrease from 52.7 milli in 2030
to 48.5 million in 2050.

Table 1 indicates that there are so e discrepancies between the results of
the Population Division projection an those of the Korea National tatistical
Office projection. Let us examine the discrepancy more specificall . Table 2
shows the differences of some indicat rs between these two projec ons. First
of all, total fertility rates assumed by he Population Division are hi her than
those of the Korea National Statistica Office from 2010. On the 0 er hand,
net migration rates predicted by the P pulation Division are lower an those
of the Korea National Statistical Offi e from 2000. Based on the d fferences
of the assumptions in respect of total ertility rate and net migratio rate, the
results of the two projected populatio s turned out to be different.



TABLE1. MAJORINDICATORS OFPOPULATION PROJECTIONS IN
THEREpUBLIC OF KOREA, 1995-2050

PopultJlitm Divilionofthe UnitedNationsSecretariatprojectio"a KoreaNationalStatisticalOfficeprojectionb

Indicator 1995 1000 2010 1010 2030 2040 2050 1995 1000 2010 1020 1030 10411' 20S(/'

Total population
(thousands) ......... 44 949 46844 49976 51893 52898 52700 51275 45093 47275 50,618 52358 52744 51412 48508

Male (thousands)....... 22646 23624 25183 26053 26438 26250 25496 22705 23831 25536 26384 26492

Female (thousands) ..... 22303 23220 24793 25840 26460 26450 25779 22388 23443 25,081 25974 26252

Sex ratio ............. 101.5 101.7 101.6 100.8 99.9 99.2 98.9 lOlA 101.7 101.8 101.6 100.9

Potential support ratio ... 12.6 10.6 7.6 5.6 3.6 2.6 204 11.9 10.0 7.0 5.2 3.3 2.5 2.4

Age composition

(0-14) .............. 23.5 21.5 19.7 17.7 16.7 16.3 16.0 23.4 21.7 19.9 17.2 16.0 15.8 15.4

IV (15-64)............. 70.9 71.8 71.0 70.0 65.2 60.9 59.3 70.7 71.2 70.1 69.6 64.7 60.7 60.0
~ (65+) ......... , .... 5.6 6.7 9.3 12.3 18.1 22.8 24.7 5.9 7.1 10.0 13.2 19.3 23.5 24.6
00

Mean age ............. 29.2 31.4 36.0 39.7 42.3 43.6 4404 29.5 32.9 36.3 39.5 42.2

1995- 2005- 20/5- 2015- 203().. 204()"
1000 2010 2020 1030 1040 2050 1995 2000 2010 2010 1030 2040 1050

Crude birth rate ........ 14.9 13.2 11.6 11.2 10.8 10.5 15.6 14.2 11.8 10.8 10.6

'rude death rate ....... 6.2 7.0 11.2 9.S 11.2 B.2 SS S9 71 89 104

Population growth rate .. 0.8 0.6 0.3 0.1 -0.0 -0.2 0.9 0.7 004 0.1 -0.0 -0.5 -0.6

Net migration rate ...... -004 -0.4 -0.2 0.0 0.0 0.0 0.6 0.6 0.5 0.6 0.6

Total fertility rate ...... 1.7 1.8 1.9 1.9 1.9 1.9 1.7 1.7 1.7 1.8 1.8

Life expectancy at birth

(both sexes) ......... 7204 74.5 76.3 71.8 78.1 79.6 73.5 74.9 77.0 78.1 79.0

'United Nations (2001), table A.9.
bKorea National Statistical Office (1996).
"'rae Hun Kim (1997), p. 173.



TABLE 2. DISCREPANCY OF MAJOR INDICA: ORS BETWEEN THE PROJECTION 0 THE POPU-
LATION DIVISION OF THE UNITED NAT ONS SECRETARIAT AND THE Ko NATIONAL
STATISTICAL OFFICE PROJECTION IN REpUBLIC OF KOREA, 1995-2050

Indicator /995 200 20/0 2020 2030 2050

Totalpopulation
(thousands) . . . ...... -144 -4 I -642 -465 154 2767

Sexratio ............. 0.1 00 -0.2 -0.8 -1.0

Proportionof the
elderlyaged 65+ ..... -0.3 -04 -0.7 -0.9 -1.2 0.1

Potentialsupport ratio... 0.68 0.9 0.62 0.42 0.25 -0.04
Population growthrate .. -0. 2 -0.19 -0.09 0.01 0.31
Net migrationrate ...... -10 -1.0 -0.7 -0.6
Totalfertilityrate ...... -0. 9 0.05 0.15 0.1

Sources: United Nations, 2001; Korea N tiona! StatisticalOffice(1996); and ae Hun Kim
(1997).

NOTE: Discrepancyforeachindicatoris c lculatedonthe basisof table I (Popul tionDivision
of the UnitedNations Secretariatand KoreaN tional StatisticalOffice).

The total populations predicted y the Population Division are lower than
those predicted by the Korea Natio 1 Statistical Office until 20 . Starting
with 2030, however, the total populations projected by the Populati n Division
are much higher than those predicted by the Korea National Statis cal Office.
The projected population in 2050 w uld be 51.3 million for the opulation
Division projection but 48.5 million or the Korea National Statis ical Office
(actually Kim's projection). The Ko ea National Statistical Office projection
indicates that population decline in th Republic ofKorea would be ore dras
tic than was predicted by the Populat on Division.

C. CONSEQUENCES OF LOW F RTILITY AND POPULATION

The rapid process of fertility d cline and population ageing due to the
rapid demographic transition has su stantially affected the society of the Re
public of Korea. The effects of these changes, however, would be even more
enormous and serious in the future. et us examine the conseque ces of low
fertility and population ageing in so e detail. First of all, increase of the pro
portion of the elderly has affected b th the dependency ratio and the ageing
index. The dependency ratio of the opulation aged 65 years or 0 er was 8.3
in 1995 and is projected to be 25.2 in 2030. The ageing index was nly 29.8 in
1995 but is projected to increase to 1 0.6 in 2030. The ageing ind x indicates
that in 2030 the population aged 65 ears or over would be large by 21 per
cent than the population aged 0-14 ( im, 1999).

Low fertility and population a eing have affected the size d propor
tion of the working-age population ( 5-64 years). The size of the orking-age
population in the Republic of Korea as consistently increased up 0 now and
is projected to increase until 2020, an then decrease (Chang and 0 ers, 1996).



The r portion ofthe working-age population increas d until 2000, ut is pro
jecte 0 decrease consistently from then on. The Po ulation Divisi n (2001)
pred ct that the population of working age in the epublic of Ko a would
decl n by6.4 million from 1995 to2050. Low fertili would also b ing about
the e line ofthe size ofthe population newly enteri working age. hus, the
wor i -age population would be ageing accordingl .

L w fertility in the Republic of Korea has bro ght about the i creasing
imb la ce in the sex ratio (Kim, 1999). Society in t e Republic of orea has
a 10 g adition of a strong preference for boys (Ki ,1987). The tr dition of
son r ference has become even stronger as the fertili level has decli ed. The
sex at 0 at birth increased from 105.3 in 1980 to 1 6.6 in 1990 ( ang and
othe s, 1996). In 1990, the sex ratio for the fourth bi h was as high as 214.1.
In 2 1 ,the sex ratio for the marriage mate is predic ed to be 123.4 Tae Hun
Kim 1 97).

F r the past three decades, the educational attai entofthe eld rly in the
Rep b ic of Korea has consistently increased. How ver, improvem nt in the
edu tonal attainment is projected to be greater for t e female elderl than for
the a e elderly (Kim and others, 1996). The litera y rate for the male el
derl i the Republic of Korea was 20 per cent in 198 but it would i crease to
over 9 per cent by 2020 (Hermalin and Christenson 1991). This c ge will
sign fi antly affect the role of the elderly both in the amily and in t society,
and i 1also influencethe pattern ofsupport for the lderly.

L w fertility and population ageing have affecte the living arr gements
of elderly. In recent years, the proportions of th elderly of the Republic
of r a living alone or living with spouse only hav greatly increa ed while
the r ortion of those living with family members as decreased Kim and
Cho, 992). The elderly living alone suffer from se ous economic roblems.
The a t that an increasing proportion of the elderly e living alone indicates
that h tradition of strong family support is weakeni g. Economic d fficulties
are 0 confined only to the elderly living alone. A 1984 Republic of Korea
Elde I Survey revealed that about half of the elder y aged 60 ye or over
had n cial difficulties (Lim and others, 1985). Ac ording to a 19 8 survey
(Ko a Gallup, 1990), the proportion of elderly resp ndents who re orted fi
nan .a difficultieswas almost two thirds. The most r cent survey ( ung and
othe s, 1998) indicates that 50 per cent ofthe elderly fthe Republic ofKorea
feel 0 r in their financial status.

F· ancial difficulty is a serious problem to the lderly in gene al. In the
Rep b ic of Korea, however, this problem is much more severe a ong the
rura lderly because of the massive outmigratio of young pe ple from
rura eas. Massive outmigrationofyoung people fro rural areas h s brought
abo t ifferentpatterns ofliving arrangements ofthe lderly in urb and rural
area ( im, 2000). The most salient finding here is at more than alf of the
rura e derly live alone or live only with spouse (Ki ,2000). This is clearly
relat d to the labour shortage due to the lack of yo g people in al areas.
Acc r ingly, the problem of labour shortage is mu h more seriou in rural
area an in urban areas. As population ageing pr eeds, this pro lem will
ev orsen.
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Population ageing requires adap tion to the problem oflong-te care of
the elderly. As in the United States 0 America, the population of e elderly
aged 75 years or over in the Republi of Korea has increased fast than the
total population of those 65 years or 0 er (Eustis, Greenberg and Pa rn, 1984;
Kim, 1999). The significance of the d sproportionate increase in "0 d old" (as
opposed to "young old") for long-te care lies in the greater pre alence of
functional impairment and chronic dis ase among the very old. Fun tional im
pairment and the need for help can h ve enormous impact on the e derly and
their families (Kim and Maeda, 2001)

According to a 1995 survey in he Republic of Korea (Park, 999), the
proportion of the elderly who needed ong-term care owing to the i pairment
in ADL (activities of daily living) 0 IADL (instrumental activiti s of daily
living) was 46.3 per cent. In addition, the proportion of the elderly ho could
not live by themselves owing to functi nal impairment was 5.6 per c t among
the whole elderly population. Thus, in accordance with populati n ageing,
the medical expenses for the elderly have drastically increased. rom 1985
to 1996, the medical expenses for th total population increased 12.7 times,
whereas those for the elderly populati n increased 35.5 times (Park 1999).

Despite the fact that the absolute umber and proportion of the e erly have
increased, the proportion of the welf services for the elderly in th Republic
of Korea has rather decreased in recen years (Kim, 1999). The role fthe Gov
ernment in the provision ofwelfare se ices for the elderly will be m re limited
as the elderly population continuousl increases. In this situation, e family
should continuously take part in the c e of the elderly. Most people in the Re
public of Korea take it for granted that they will receive support fro their own
children. Contrary to their expectation ,however, there are many eire stances
under which such support is not avail ble from their children owin to the re
cent socio-economic changes (Kim, 1 99). It is really a dilemma hether the
elderly should be taken care of by the amily or by the Government.

Pension is another serious issue as a consequence of populati n ageing.
A population projection suggests tha the pension system in the public of
Korea would encounter operating defi its soon after it became fully ctional,
requiring an increase in contribution ates, government support fro tax rev
enues, or both (Westley, 1998). Chun (1998) predicts that if the na ional pen
sion system in the Republic of Kore continues to be operated th way it is
currently, the reserve fund would be austed by the year 2033.

D. POLICY OPTIONS ITH LOW FERTILITY AND
POPULAT ON AGEING

In section C, this paper examin d various consequences of 1 w fertility
and population ageing in the Republ c of Korea. As the Populatio Division
(2001) argued, fertility would not rec ver sufficiently to reach the r placement
level and thus population ageing wo Id be a continuous phenom on in the
foreseeable future. In accordance wit this argument, the Populati Division
(2000, chap. I, thirteenth para.) sug ests that, among the demogr phic vari-
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able, nly international migration could be instrume tal in addressin
tion e line and population ageing in the short to me ium term.

A cording to scenario IV of the Population Di ision (2001), hich in
volv s keeping the working-age group (15-64 year) constant, the Republic
of r a would need 6.4million immigrants from I 95 to 2050. Th n, would
repl c ment migration be the only possible and ace ptable policy n coping
with e population decline and population ageing . the:Republic fKorea?
If n t, hat would be other policy options available 0 solve these roblems?
The r sent section examines the acceptability of ad pting a new i igration
poli y in the Republic of Korea and explores som policy option that the
Gov ent ofthe Republic ofKorea has adopted or ill adopt in co ing with
low e ility and population ageing.

F rst and foremost, large volumes of immigran s (for instance 6.4 mil
lion ould confront serious social and political obje tions in the R public of
Kor a. The Republic ofKorea has traditionally been uniracial coun for the
past , 00 years. In terms ofthe immigration policy, e Republic of orea has
bee a sending, not a receiving, country. Thus, ado ting a new i igration
poli y ould entail facing many difficulties. Up to n w, the immi tion law
oft epublic ofKorea has continuously restricted t e admission 0 new for
eign w rkers to even a few categories. Legal status as offered onl to those
who ould be employed in reporting, technology ansfer, busine s, capital
inve ent, education and research, or entertainment or for emplo ent that
had e n recommended by a government minister bella and P ,1995).
Uns il ed foreign labour was not allowed to enter, bu trainees were lowed to
ente t e Republic of Korea.

o er the last few years, however, a large n er of unskille foreign
wor e have entered the Republic of Korea for the purpose of em loyment
beca s of the shortage of labour in certain occup ions. They ha e grown
fro a few thousand in the early 1980s to current esti ates of 168,00 in 1999
(Ko a Bureau ofMedium-sized Industries, 1999).0 that number, 6 per cent
of r ers are working illegally. Because of their il egal status, m st of the
illeg 1 orkers (overstayers) receive smaller wages and worse ben fits than
wor e ofthe Republic of Korea and they also face any problems fhuman
righ . he problems caused by immigration would b much more co plicated
than th se of foreign workers who temporarily stay i the Republic f Korea.
1m . ation in sufficient numbers to fill up the labo shortage due t low fer
tili a d population ageing would also arouse fears 0 loss ofnation 1identity
(Uni e Nations, 2001). Thus, the adoption ofa new i igration policy in the
Rep b ic of Korea may.not be the best policy option f r coping with e labour
sho a e in the short run.

e Government of the Republic of Korea laun hed a full-seal national
fami y planning programme in 1962. Since then, the ational family planning
pro a es in accordance with the rapid socio-eco omic develop ent have
bee v effective in controlling the record high f rtility (Kim, 1 87). The
Rep b ic of Korea has been known to be one of the ost successful countries
in re a d to adopting national family planning progr es. The to 1fertility
rate in the Republic of Korea reached the replacem nt level in 19 4. Since
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then, the total fertility rate in the Repu lie ofKorea has remained at ~he below-
replacement level. I

The low fertility has brought ab ut many problems, such as 'opulation
ageing, a labour shortage and imbal e of the sex ratio. Confronte with new
population problems, the Governme of the Republic of Korea c anged the
direction of the family planning pro arnme from the quantitative control of
population to the qualitative consider tion ofpopulation. In 1966, t e Govern
ment of the Republic of Korea offici lly announced the adoption 0 "the new
population policy", which focuses 0 the quality of life and weir: e for the
population of the Republic of Korea ( hang and others, 1996). I

Cho and Byun (1988, p. 8) ide tified the goals of the new opulation
policy as follows: (0) to maintain the below-replacement level of f rtility and
to improve morbidity and mortality evels as part of the process f achiev
ing sustainable socio-economic devel pment; (b) to enhance family health and
welfare; (c) to prevent the imbalanc of sex ratios at birth and to educe the
incidence of induced abortions; (d) t tackle the sex-related probl ms of the
youth and adolescents; (e) to empow women by expanding empl yment op
portunities and welfare services for em; and (f) to improve work pportuni
ties and provide adequate health care d welfare services for the e erly.

Among the goals of the new p pulation policy, the first an the most
important policy is to keep the belo -replacement level of fertili . Actually,
return to the high fertility ofthe 1960s is not desirable and most unli ely. How
ever, population ageing due to a bel w-replacement level of ferti ity causes
rapid changes in age structure and rings about new perspective concern
ing the welfare of the whole populat on. Thus, in the Republic of Korea the
challenge for policy development is t put in place adaptive mech isms that
will allow the society of the Republi of Korea to prosper over th long run
(Teitelbaum, 2000).

As mentioned above, the actual oals of the new population p licy in the
Republic ofKorea are related to the a ptive mechanisms. Among t e adaptive
mechanisms, improving work oppo ities is one ofthe important oals of the
new population policy. The Republic fKorea Ministry of Health a d Welfare
announced the adoption of the gener 1policy for the welfare of th elderly in
1995 and suggested five measures in erms of the enlargement ofth work op
portunities for the elderly (Park, 199 ,pp. 45-46).

The five measures for improving work opportunities are follows:
(0) to develop and enlarge the app opriate work opportunities or the el
derly; (b) to prolong the retirement ge and to abolish the age li itation for
newly employed workers; (c) to mak public the necessity ofprovi ing job ac
tivities for the elderly; (d) to activate he support system for the or anizations
introducing work opportunities to the elderly; and (e) to establish d enlarge
the joint workplace for the elderly.

The retirement system is impo nt not only for ensuring the table lives
of the elderly but also for controllin the problems of labour sh rtage. The
Government of the Republic of Kor a introduced the compulsory retirement
system for government officers in 19 3 (yoo, 1999). Under the curr nt system,
most government workers are to retir as early as 60 years ofage, ith the ex-
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cept o~ ofprofessional government workers like teac ers (62 years 0 age) and
prof s~ors (65 years of age). The situation of worke in the privat sector is
ev w rse than that ofgovernment workers. About 6 per cent ofth employ
ees 0 king in the private industries retire at age 55 ( 00, 1999). Ac ording to
ana '0 al survey (Rhee and others, 1994), most ofth elderly of the Republic
ofK r a (79.9 per cent) want to remain in the wor lace as long as possible.
Prol nation of the retirement age may thus be indis ensable not 0 y for the
wel of the elderly but also as a supplement for e labour shorta e due to
pop la ion decline.

en, what is the most appropriate retirement a e in the Repub ic ofKo
cording to the project on replacement migrati n by the Popu ation Di
2001), the upper limit of the working age ne ed in order to obtain in
e potential support ratio observed in 1995 w uld be 82.2 ye rs in the

abs c of migration. This number, however, seems t be unrealistic Accord
ing t national survey {Rhee and others, 1994),24.8 per cent of e elderly
res n ents believed that the existing compulsory r tirement syst should
be a ished. At this point, it may be difficult to set a ertain age as e appro
priat ge. Instead, the retirement age should be fie ible depending upon the
heal ondition and ability of the elderly.

In order to fill up the labour shortage in the fu e,' the Gov
the ublic of Korea should provide more oppo ities for fema partici
pati n .n the labour force. Although the employme t of women h s grown
muc ster than the growth ofemployment ofmen si ce 1985, the p oportion
of w en who are currently working is still much maIler than th t of men
(Ab II and Park, 1995).According to the 1998 the](, rea Statistical earbook
(Ko a National Statistical Office, 1998), the labo -foree particip tion rate
for a es who are aged 15 years or over was 75.6 in 997. On the 0 er hand,
the 1 bur-force participation rate for females who w re aged 15 ye or over
was y 49.5 per cent.

~ facilitate female labour-force participation, e society of th Repub
lic 0 orea should establish better infrastructure an environment f r female
wor . Infrastructure and environment for female workers shoul include
not nl institutional reform such as equal opportuniti s for both sexe but also
prov si n of hardware such as childcare facilities at ork. In the R ublic of
Ko ,there has traditionally been severe sex disc' ination both i society
and t orne. Especially at the workplace, there has b en sex discrim ation in
rec if g new employees, providing benefits and sal , and dischar ing from
wo e c. Sex discrimination in all these areas should be abolished.

In addition, firms should assume some roles that allow them to
the I ur shortage in the future. Abella and Park ( 995) suggest
take sort-run adjustments and long-run adjustment . Specific me
thes ~ustments are as follows. For the short-run adj stments: (a)
int si e use of the regular workforce through overti e; (b) employ
wor , labour contractors or foreign workers; and { cut down on
and uce output. For the long-run adjustments: {a raise wages/o er other
inc ti es for workers to stay; (b) improve working environment d condi
tion ; ( ) adopt labour-saving technology/automate 0 erations; (d) s ift to less
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labour-intensive product lines; and ( ) relocate factories to places/countries
where labour is more abundant. I

Finally, policy options in relatio to low fertility and popula on ageing
should centre on the welfare of the eld fy. In the Republic of Korea, women
specifically the wife of the first so have traditionally taken c e of the
elderly. However, the increase in the abour-force participation of omen has
diminished the role of women in the upport of the elderly. A great r increase
in women's labour-force participation in the future for the purpose freducing
the labour shortage would seriously a ect the support system for th elderly.

I

Furthennore, long-term care has emerged as a salient issue because of a
rapidly growing population in need, tically increasing health care costs
for the impaired elderly, and the pro ssively smaller ability to pa for long
term care on an individual basis be ause of rising medical costs (Kim and
Maeda, 2000). Thus, it is expected t the majority of the elderly ould have
increasing difficulties in obtaining ca e services at home. A signifi ant policy
issue is whether the supply of medic I personnel and facilities-m re impor
tantly, expenditures in the future-w uld be sufficient to care for t e frail el
derly and whether alternatives to ins .tutionalization would assist meeting
their needs.

The emergence of this problem i reflected in the rising demand for social
welfare for the elderly and increasing the Government's responsibi:'ty to sup
port the elderly. It is a challenge for e Government to develop propriate
and effective programmes to provide eeded services for the elderl . As men
tioned above, however, the role of th Government of the Republic of Korea
must be limited in providing full servi es for the elderly. Thus, the ~epublic of
Korea should mobilize all the resourc s of government, industries, Fommuni-
ties and families to meet this challeng . '

E. CONCL+ING REMARKS

The Republic of Korea has expehenced a very rapid process o~'declining
fertility and thus population ageing sihce the beginning of the 1960 . Because
of this trend, both the Population Di ision and the Korea National Statistical
Office predict that the population Of~Orkingage in the Republic of orea will
drastically decrease from 1995 to 205D. In connection with the Wc decline
ofthe labour force, the Population Di~ision suggests that accepting i igrants
would be the only acceptable policy t cope with the labour shortag due to the
low fertility.The Republic ofKorea en the stage ofa below-repl ment level
offertility in 1984. Since then, the to I fertility rate has remained at e below
replacement level. So far, the rapid p ocess of fertility decline and population
ageing has substantially affected the ciety of the Republic ofKorea and will
affect the society of the Republic of orea to a great extent in the fijlture.

Low fertility has brought about arious new population problems, Thus,
in 1966 the Government of the Repu lieofKorea officially adopted the new
population policy, which focuses on e quality of life rather ,than b.opulation
control. One of the most important oals of the new population policy is to
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main il the below-replacement level of fertility. How ver, keeping
repl e~ent level of fertility would accelerate the pr cess of popul ion age
ing. n l onjunction with low fertility and population geing, various adaptive
mec isms would be necessary, especially to red ce the labour hortage.
Ado ti g a new immigration policy that entailed ace pting a signific nt num
ber 0 i igrants into the Republic ofKorea may not be indicated fo the time
bein . n the long run, however, a new immigration p licy would be ndispen
sabl i the below-replacement level of fertility conti ued without li it.
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t'PULATION DECLINE AND POP LATION ALEING
IN THE RUSSIAN FEDE nON I

I Svetlana f: Nikitina I

uring recent years, the demographic situatio in the Russian Federation
h come a topic ofgreat concern on the part bo ofthe gove ent author
iti s fthe Russian Federation and ofthe mass med a. The parliam ntary hear
in s 'On the demographic situation in the Russian F eration and e measures
of h Government of the Russian Federation with espect to its op imization"
w held in the State Duma in 2000. The Presid nt of the Russ an Federa
tio, ladimir Putin, began his first message to the ederal Assem Iy with the
ev tion of the demographicsituation. The Interne panel on the mographic
p bl of the Russian Federationwas held in the ress Centre of e Russian
G ent in July 2000. The leading Russian d ographers too part in the

g. The individualquestionssent via the Interne demonstrated e growing
interest in the demographicproblems of the R sian Federati n.
e increasing crisis phenomena within the emographic df.elopment

Russian Federation have forced the Russi Government take into
ac 0 t the estimations and projections of expe and scientists and, when
de e ping the main directions of the long-term s io-economic p,licy of the
Gent of the RUSSian, Federation, to take in~oconsideration ~'... e fact that
th e are the demographic processes underlying y long-term [tendeacies

. the socio-economic development of the co try. !

I '
!

A. DEMOGRAPHIC SITUATION IN THE RU~'SIAN FEDERA~..•.ION
AND ITS POSSIBLE FURTHER DEVE OPMENT !

!

!By early 2000, the resident population of th~ Russian FedE'tion was
14 '~million people (see figure I). During 1999, th~ number ofR ssians was
re c d by 768,400 people or by 0..5 per cent. It is t e most conside .,.able figure
of annual decrease during the whole depopulati n period which started in
19 2. During the past eight years, the population f the Russian IFederation
de re ed by 2.8 million or by 2 per cent. I

tlltural population loss is the main depopulat on factor; it is Istable and
Ion - erm by nature. In 1999, the number of death exceeded the Inumber of
bi by 929,600 people or by a factor of 1.8.The I natural loss for the past
ei t ears reached 5.9 million people. '

• tate Committee of the Russian Federation on Statistics.
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Figure I. Population oftbe Russian Fedention
(Goskomstat ofthe Russian Federation: projections)
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The most dramatic problem of the contemporary demograp~c develop
m n of the Russian Federation is the high level 0tmortality. Sonie easing of
th gative aspects within the mortality situation evelopment in11995-1998
w short-term. In many respects, it was caused , y the age changes in the
po lation structure, and the decrease in the numbetOfdeaths due t accidents,
pols nings and injuries, and also to diseases ofthe circulatory syste , that is to
sa , he causes of the excessive rise of mortality ob erved in the e ly 1990s.

In 1999, the number of deaths increased by 8 er cent as co pared with
19 8. Thus, the crude death rate for the pOPulatio~Ofthe Russian Federation
(t e umber of deaths per 1,000 persons) increase from 13.6 to 4.7 (it was
hi h r only in 1994 and 1995, at 15.7 and 15.0, res ectively).

his increase is due equally to all main causeF of death and s observed
in lliocations. i

he largest increase in mortality in 1999 wa~'caused by in ctious and
pa a itic diseases: 29 per cent; diseases of the re piratory syste : 13.5 per
ce t; accidents, poisonings and injuries: 10 per c nt; transport i [uries and
ho i ides: 14 per cent; suicides: II per cent; and iseases of the circulatory
sy te : 9 per cent.

he life expectancy at birth in 1999 for the pop lation ofthe R sian Fed
er ti n was reduced by more than 1 year and bee e lower than 6 years (for
m le , it was reduced by 1.5 years and was again 1 wer than 60 ye ).

ince 1992, the net migration of the populati n from forei countries
(m i ly from the Commonwealth of Independent tates (CIS) co tries and
th Baltic countries) has constrained the decrease 0 the population of the Rus
si ederation. As a whole, for 1992-1999, it co pensated for the natural
po u ation loss by half. However, in the past year, et migration d creased al
m st by half as compared with 1998 (from 284,700 to 154,600 pe pie) owing
to h sharp decline in the number of persons arriv ng in the Russ an Federa
tio nd net migration compensated for only 16.7 P cent ofthe na al loss of
th p pulation (in 1998,41 per cent; in 1994,93 pet cent) (see fi ell).

n this connection, it is necessary to note the s~nsitive and ra id reaction
of h migration processes to the changes in the socio-economic conditions
bo h n the Russian Federation and in the neighbouring countries. Following
th A gust 1998 crisis, starting in September of thr,'same year, the number of
pe so s leaving for the traditional emigration coun ies began to i crease to a
m k d degree (alongside the continued reduction 0 the number of ersons ar
riv n in the Russian Federation), and starting in N~vember, the n ber leav
in f r the CIS countries and the Baltic countries a so began to in ease. This
te e cy continued till June 1999.

n 1999, 85,000 inhabitants ofthe Russian Fed ration left to g far abroad
(fo eign countries excluding CIS and the Baltic co tries). In 199 , the figure
wa 0,000 people. As previously, about 90 per cen of the emigra s departed
for G rmany, Israel and the United States ofAmeri a. The most c nsiderable
inc e se was in the number of Russian citizens 1eavng for Israel ( om 12,800
to 0000 people). At the same time, the number of immigrants to e Russian
Fe e ation from far abroad was reduced from 18,7 0 to 13,100 pe ple. More
th 0 per cent of the immigrants were former i abitants of C ina (3,900
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Figure D. Replacement migration
(Goskomstat ofthe Russian Federation: projections)
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pe p e or 39.8 per cent), Germany (1,900 or 14.5 per cent) or Israel (1,400 or
10. er cent).

e largest migration exchange is still observed between Russia and the
su c ssor States of the Union of Soviet Socialist Republics. Annually, about
95 cent of persons arriving and 60 per cent of persons leaving come from
the e countries.

he demographic indicators for 2000 fix the continuation of the negative
ten e des. During the first eight months of 2000, th~ number of inhabitants of
the R ssian Federation decreased by 507,400 peopldor by 0.3 per cent (for the
s e period of 1999, by 0.4 per cent). .

ccording to the projection of the State Committee of the Russian Fed
era i n on Statistics (Goskomstat of the Russian Federation) produced for the
perio extending unti12016, the population ofthe R ssian Federation will con
tin e to decrease during all of the forecast period. he positive net migration
wi 1 ot compensate for the natural decline ofthe po ulation. By 2016, the size
of h resident population ofthe Russian Federation ill be 134 million people,
ha i decreased by 11.6 million people or by 8 per cent as compared with the
be i ing of 2000.

e share of the working-age population (rna es, 16-59 years; females,
16 5 years) will increase slightly from 59.3 per ce tin 2000 to 63.6 per cent
in 0 7, and then decline to 59.7 per cent by 20 6. At the same time, the
s c e of the working-age population will underg significant changes. The
sh e of the population aged 45 years or over wit in the total wprking-age
po u ation will increase from 25.7 per cent at the b ginning of2000 to 30 per
ce t i 2016.

ot only will the process of population agein influence the structure of
the w rking-age population, but the share ofthe pop lation ofolder age groups
wi i the total population will also increase. By 20 6, each fifth inhabitant of
the R ssian Federation will be aged 60 years or ove . .

he potential support ratio (the number of p sons of working age per
pe 0 past working age) will decline from 3 at the b ginning of2000 to 2.3 by
20 6. However, the cumulative potential support ra io (the number.of persons
of rking age per children and persons past worki g age) by 2016 would not
ex e the level of 2000 (1.5), owing to the decli e of the share ~f children
wit i the total population.

hus, the expected tendencies of the demogr phic development of the
Ru si Federation forecast by the Goskomstat ofth Russian Federation-s-de
eli e n the population, decrease in net migration, so e increase in~e number
of i hs and in the crude birth rate during the fir 10 years of t e forecast
pe .0 (owing to the increase in the number of w men aged 20- 9 with the
hig e t level of childbearing till 2008), decline in t e infant mortality rate and
inc e se in life expectancy at birth-s-correspond as a whole to th~prOjection

of h Population Division of the United Nations Se retariat (see ta Ie). How
ev r, wing to the recent tendencies within the de ographic deve opment of
the R ssian Federation, the projection ofthe Popula ion Division 0 [theUnited
Na io s Secretariat is likely to be too optimistic. I
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MEDIUM-VARlANT PROJECTIONS BY THE GoSKOMSTAT OF THE RUSSIAN FEDERATION AS COMPARED WITH
THE PROJECTION BY THE POPULATION DMSION OF THE UNITED NATIONS SECRETARIAT

Population Divisionof the UnitedNationsSecretariat: Goskomstat ofthe Russian Federation:
projections projections

2000-2005 2005-20/0 2010-20/5 2000-2005 2005-20/0 2010-2015

Births per year (thousands) ........... 1522 1610 1533 1280 1309 1202
Deaths per year (thousands)........... 2098 2041 1982 2079 2066 2039
Net migration per year

(thousands) ...................... 299 204 154 105 73 65
Crude birth rate

N ~QQ03>Ojlulati(m) ..._...._...... _ ___lOL<L_ __lLJ JQL_ 9,Q 9.3 8.80\
w Crude death rate

- -_.-

(per 1,000 population).............. 14.3 14.1 13.8 14.5 14.8 15.0
Total fertility rate (per woman) ........ 1.38 1.45 1.52 1.19 1.17 1.16
Infant mortality rate

(per 1,000 births) ................. 18 16 15 18.3 16.8 15.4
Life expectancy at birth (years)

Males .......................... 61.3 63.3 65.3 61.3 62.3 63.4
Females ........................ 73.2 74.2 75.2 73.2 74.2 75.1
Both sexes combined .............. 67.1 68.7 70.3 67.1 68.1 69.1

Sources: World Population Prospects: The 1998 Revision, vol. I, Comprehensive Tables (United Nations publication, Sales No. E.99.XIII.9); and Goskomstat of
the Russian Federation, Population ofthe Russian Federation till 2016 (Moscow, 1999).
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e assumptions concerning the probable future trends in fertility, mortal
ity d migration were developed by the Goskomstst of the Russian Federation
b e on the present demographic tendencies, prospects of the socio-economic
de e opment of the Russian Federation and the health status of the population.

orne years into the future, the consequences of the socio-economic crisis
al n with the changes in the reproductive behaviour of the population will
ha e an effect on the level of fertility in the RussianFederation. According to
so i logical surveys, the uncertain future is one of the reasons for the child
bi h delay.

lso, during recent years, a deterioration of the reproductive health of
w m n has been observed. During the last 10 years, the prevalence ofanaemia
a 0 g pregnant women has grown more than six times, the number of late
to ic ses has increased by 40 per cent, and the number of normal childbirths
h een sharply reduced to 32 per cent (in som~ territories of the Russian
Fe e tion, to 25 per cent). Approximately 15 per bent of married couples in
R ss a are sterile, and 50-60 per cent of these cases are the result of female
ste '1 ty'

e health status of girls reaching the childbearing age is also unfavour
ab e. The frequency of gynaecologic diseases among female teenagers nega
tiv 1 impacting on the reproductive functions ha~ increased sharply during
th 1 st five years.

he Russian fertility model will resemble more and more the Western Eu
one. Currently, the relative proximity of thejvalues of the total fertility
the Russian Federation and in the Western qountries is combined with

co s erable differences in the age-specific birth r~te, mean age of women at
ch ld earing and other special indicators of fertility]

e future dynamics of mortality depend on tqe quality of life, the health
sta of the population and health services. The assumptions of mortality up
to 0 6 were based on the considerable worsening ~fthe health of the popula
tio f the Russian Federation, first ofall that ofchildren, The general sick rate
a 0 g children under age 14 has increased by almost 10 per cent during the
las ve years. Approximately 50 per cent of teenagers aged 15-17 suffer from
c 0 ic diseases.

ccording to sociological research, more thatil 2.5 million Russian citi
ze s se drugs on a regular basis, 76 per cent ofwhom are young people under
ag 30.

ased on the above, the Goskomstat of the Russian Federation forecasts
a s 0 er increase of life expectancy at birth than does the Population Division
of h United Nations Secretariat. The process of ageing of the population of
th ussian Federation will cause an increase of t~e crude death rate during
th fi recastperiod. .

he projection of the migration to the Russian Federation from the CIS
co .es and the Baltic countries developed by the poskomstat of the Russian
Fe e ation is based on the combined assumption of"fue stable Russian-speaking
di s ora" for Belarus, Ukraine, the Baltic countries and the Republic of Mol
do a and of "the slow repatriation" for the remaini~g CIS countries.

I
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It is supposed that migration far abroad will continue to be an ethnic one.
Its dynamics are connected with the detine in the number of ethnic Germans
and Jews living in the Russian Federat on. The volumes of illegal m,igration
were not taken into consideration owin to the fact that for most of the immi
grants concerned, the Russian Federatio is attractive only as a country where
one can legalize one's status and makq ready for departure to the economi
cally developed Western countries (the estimated number of such immigrants
is 700,000-1.5 million). i

The decrease in net migration during the projection period has several
causes, inter alia, the decline of the mi~tion potential in both the CI,',S coun
tries and the Baltic countries, owing to e decline and ageing of the Russian
speaking diaspora and the unattractive ess of the Russian Federation for po
tential migrants owing to the material di culties of settling in this country.

In the long term, the role ofmigrati n will increase. Despite some forecast
increase in the level of fertility in the *ussian Federation (total fertility rate
(TFR) in 2050, 1.7) and the decrease in the mortality of the population, espe
cially in working age (the life expectanc at birth in 2050 would be, for males,
68 years, and for females, 77 years), in ernational migration will continue to
be the main factor constraining the depo ulation process. By the middle of the
next century, the population ofthe Russi Federation, according to the projec
tion by the Goskomstat ofRussia, will b 114 million people. The forecast total
number of net immigrants will be 12 mi lion people between 2000 and 2050.

!

!

B. SOCIO-ECONOMIC CONSEQUEN~ESOF POPULATION DECLINE AND
POPULATION AGEING IN TetE RUSSIAN FEDERATION

I

One of the main problems connected with depopulation for the Russian
Federation with its huge territory and lo~ density of population is the decline
of its geopolitical position in the world] During the next few decades, popu
lation decline in the Russian Federation will take place in parallel with the
growth ofthe population ofmost neighbouring countries. This could exert very
strong migration pressure on the Russi~n Federation and probably cause at
tempts at territorial expansion.

The most urgent problem for the I economy of the Russian Federation
caused by population ageing will be tile rising pressure on the government
budget and the more urgent necessity of financing the pension and social se
curity systems.

In the Russian Federation, the government pension systemfails to.provide
a somewhat normal standard ofliving for elderly people. Despite the measures
intended to increase pensions, the mea~ size of the pensions provided is still
below the cost ofliving ofpensioners. Efen the improvement of the economic
situation would not necessarily increast the pension fund contributions to a
marked degree because, according to~,Goskomstat projection, the-number
of working-age persons who are the ain tax bearers will start to decrease
beginning in 2006. The absence of inte ted reforms will cause in the long
term perspective a dangerous aggravati n of the financial status of the pension
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MEASURES THAT THE GOVERNMENT CAN UNDERTAKE IN ORDER
TO IMPROVE THE EXISTING smlrATION

1. Fertility

ost Russian demographers think that fertility in the Russian Federa
annot be increased by any government measures and that the model

of amily with one or two children is the final choice for the population
of h Russian Federation. They usually argue th~t the total fertility rate in
the d veloped European countries is below the replacement level despite the
hi h tandard of living of the population and the efforts of the Governments
of h se countries.

n fact, the demographic development ofthe Russian Federation is similar
t of the Western European countries. However, while the decrease of the

il'ty in the developed countries is the objective result of the demographic
tr sition, the changes in the reproductive behaviour ofthe population of the
Ru s an Federation were considerably speeded up and stimulated by the inter
fer n e of the State. The rapid industrialization of the Soviet era with its total
in 01 ement ofall working-age women in public production and the liquidation
of h social class ofhousewives, and the prevalence of the two-income family,

lly contributed to the decline of fertility and!to the unstable family. In

e topic of conducting demographic policy with specific targets causes
o s disputes during discussions of the demographic situation.

sys e which will take place under the influence of the gradual ageing of the
po u ation of the Russian Federation.

e increase of the number of old persons will create a demand for the
de el pment ofsocial support services for lonely elderly people and expansion
of network of old people's homes and boarding houses. Currently, these

tions in the Russian Federation experience serious problems with respect
erial and personnel maintenance. I

he changes in the age structure of the population will also create prob
or the public-health system. The increase of the share ofelderly persons

wi eater needs in respect of medical treatment will place a heavier load on
the edical establishments. The latter will require! the reorganization of the
pu li -health system for the purpose of improving !geriatric help. For all age
gr s, it is necessary to improve information on l¢alth, including reproduc-
tiv alth and nutrition, because the health ofold persons depends both on the
qu li of the rendered medical services and living conditions and on the status
of e Ith during the young years. .

e process ofpopulation ageing will influence the economy through the
s e on the government budget but it can also entail changes in the eco
i behaviour of the labour force. The increase itt the share of the older age

gr s in the working-age population can influence the capability ofthe labour
for e to perceive innovations in the world of high technologies.
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the late 1990s, the decline of the family I lifestyle under the conditions of the
long-term economic crisis resulted inthe opinion that the birth ofchildren was
an obstacle to achieving an acceptable s dard of well-being. According to a
number ofsociodemographic surveys, th typical orientation ofthe majority of
the population with their one-child famil es towards the material side of well
being made them even consider all livin conditions insufficient for bringing
a second child into the family. The mass sychology of following the nonnative
model ofa family with one or two childre makes people condemn any other be
haviour as interfering with the quality of e generally accepted, mainly material
requirements for bringing up and suppo . g children in a family.

Besides the conscious refusal of th birth of children, approximately 20
per cent of Russian families are really ompelled to put aside the birth of a
child owing to difficult living conditions

As a result of all these processes, th~ Russian Federation is characterized
by an extremely low level of fertility even by the standards of the developed
countries. !

The draft concept of the demOgra~iC policy developed by the Ministry
of Labour and Social Development of e Russian Federation points out each
family's right to define for itself the des rable number of children along with
the right of the State to stimulate those~s of family that correspond to the
targets of the demographic policy of the Russian Federation.

I

The above-mentioned draft conc!'t notes that in order to increase the
level of fertility, it is necessary to provi e families with a standard of living
enabling them to bring up several childr n. In the new economic situation, the
systems of privileges and compensations in the field of taxation, credit etc.
should create the most favourable conditions for the normal life of a family
with several children. It is necessary alsd to assist the family in the realization
of its own potential. Moreover, it is necessary to create an information system
for the promotion of family values. I

I

Thus, a special family policy aimed at the revival and strengthening of
the family as a social institution will promote the increase of fertility. Even if
the replacement level is not attained, at all events, family policy should raise
fertility up to the level of the developed countries with the highest birth rates.
This scenario for fertility was incorporated in the high-variant projection by
the Goskomstat of the Russian Federation and it corresponds to the basis for
fertility designed for the medium-variant projection for the Russian Federation
by the Population Division of the United Nations Secretariat.

I

2. Mo~tality

Another source of decrease of the ~epopulation rate in the Russian Fed
eration is the preservation of the life of~e generations already living.

In the Russian Federation, the mos~ vital problem is the high level ofpre
mature mortality of the population. In 1~99, 580,000 Russians ofworking age
died, constituting 27 per cent ofall deaths. The main causes ofthe mortality of
the working-age population are accidents, poisonings and injuries.
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ere is still a high level ofmaternal mortalitylwhich in the Russian Fed
i n is several times as high as in the economically developed European

co ies.

e low level ofreproductive health ofwome4 constrains to some extent
th d crease of infant mortality because the main causes ofinfant mortality are
cl se y connected with the health of the mother, ~d each third child is born
wi pathology. I

n the Russian Federation, as well as in the o~er republics of the former
U io of Soviet Socialist Republics, after the progress achieved in resisting
. .ous diseases, since the mid-1960s the centralized State system ofpublic
he 1 services has failed to counter effectively th~ predominan.ce of the dis
e e of endogenous character more typical of pe ple of older ages, namely,
th d seases ofthe blood and circulatory system andlthe endocrine system, neo
pl s etc. Only by itself, the improvement of the poverage of the population
wi medical care, without the radical improvement of its quality and without
th road introduction into practice of new medical technologies, could not
ge e te further progress in resisting mortality. I

The transition to a market economy has demonstrated the existing prob
s still more. The accumulation ofthe unfavourable changes in public health
. g the previous decades, combined with the decline in the standard of liv

f the population under the unsatisfactory conditions of the social sphere
asic medicine, the inaccessibility of highly ~ffective means of medical

tr a ent for the majority of the population, ecolo~cal troubles and the rise in
c m ,has aggravated the mortality situation in theiRussian Federation.

The problems listed in the concept of the development of public-health
se 'ces and medical science in the Russian Federation should be among the
p 0 ity ones addressed when implementing government measures aimed at
i p ving the health of the nation. I

The main target can be achieved by solving ~ number of problems. This
w u d include changes in the approaches to the formation of public-health
p li y, and to the evaluation of the contribution ofpublic-health services to the

i nal economy; the improvement of the public-health services management
s t m; the creation of an effective economic basis for public-health services

d or stimulating the maintenance of personal health; the improvement of
th rganization of the system of the differentiated provision of medical and
p aceutical services; State support of the domestic medical industry; the
d v lopment of the sciences in every possible way as a guarantor of the sue
c ss ofthe intended transformations; the solution ofpersonnel problems taking
in 0 account the contemporary needs of industry; aind the maximum extension
o t e social basis of public-health services.

Now, it is clear that the State cannot immediately invest considerable fi
ial resources in the health of the nation even in the event of economic

o h. If the financing of the public-health system is not adequate, the ef
f ct ve measures can be the ones aimed at changes in the behaviour of people
c n erning their health: training, informing through the mass media about risk
f ct rs, a specific fiscal policy within the alcohol rand tobacco markets along

it simultaneous stricter control of product quality.
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One can expect a decrease in the mortality of the population in the event
of an improvement in living conditions, the active formation of healthy life
styles of the general public and maintenanceofthe psycho-emotionaland ma
terial well-being over a long period of time,

According to the high-level versionl of the population projection by the
Goskomstat of the Russian Federation, s~.ch a policy could allow saving the
lives of 200,000-250,000people annually,

I
I

3. External migration

Currently, migration is the only real/source of population increase in this
country. By the estimateof the POPulati.on Divisionof the UnitedNations Secre
tariat, the RussianFederationneeds about$00,000immigrantsannuallyin order
to preserve an invariable population sizelduring the next 50 years. The total
volume of net migration between 2000

End
2050 will be approximately 25

millionpeople(by the estimateof the Gos omstatof the RussianFederation, 45
millionpeople).The publicationon replac ent migrationissuedby the Popula
tion Divisionof the UnitedNationsSecref 'at (UnitedNations,2001) is highly
interesting, as noted by the Russian dele~tion to the thirty-thirdsession of the
Commission on Populationand Develop ent. Such calculations would help in
the development of nationalprojections 0 the movementof population, and in
the simulation of possible ways for the country to develop demographically. In
migrationpolicydecision-making, one shouldconsiderthe problemof substitut
ing for the naturalpopulationlossby migrationin connectionwith the geopoliti
cal situation,tendenciesandprospectsof etonomic development, capacityof the
labourmarket, availability and developm~t of the social infrastructure etc.

The experts from the Ministry of L bour and Social Development of the
Russian Federation think that the nation I labour market cannot manage the
large-scaleinflowof the labour force into fue Russian Federation given that the
number of the unemployed exceeds 8 million people and the latent unemploy
ment is rather high. The forecast growth lofproduction following the creation
of newjobs will hardly reduce the tensionl in the labourmarket, as the working
age populationwill grow too. Also, the inflowof immigrants contributes to the
rejuvenation of the labour force but, under the conditions of unemployment,
it will contribute also to a forcing out of older people from employment. So,
engaging the immigrants can contribute tb the growth of social tension, to the
development of inter-ethnic conflicts and to the creation of an intolerant
atmosphere towards the immigrants in the society.

Also, there can be problems co~cted with settling the immigrants.
When addressingthis topic, one should ke into account the possible threat to
the territorial integrity of the Russian Fe eration, the guarantee of the right of
the indigenoussmall populations of the $treme north, Siberia and the far east
of the Russian Federation to the defencei of their native land, and the right of
the immigrants themselves to freedom of movement.

I

Even the proposals of some scientists to direct the immigrants' flow to-
wards the agriculture of the European p~ of the Russian Federation cannot
solve the problem. I
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! Many rural areas of the central Russian Federation have been really de
P1ved of their population but the urbanization process is not the only reason.
C llectivization, dispossession by big farmers, liquidation ofthe villages with
o a prosperous future, and also the too low procurement prices for agricul-

~
al production have resulted in the very large seal.• e migration outflow of the
al population. However, one could observe the ~everse process in the early

I 90s during the development of the private farms movement. The problems
of Russian agriculture go much deeper than the lack of a young working-age
pqpulation.

! Today, the Russian Federation especially needs a reasonable migration
p licy corresponding to the interests ofits socio-economic development. Now,
it is clear that the Russian Federation needs the migration increase; however,
th experts from the Ministry of Economics of th~ Russian Federation think
th t one should evaluate both from the demographic and from the economic
pint of view the extent to which the Russian Fe~eration would benefit from
e gaging the immigrants, including the number of them, countries of origin,
s and age structure, educational level etc.

The report on replacement migration of the Population Division of the
U ited Nations Secretariat notes that the main share of contemporary immi-

ation to the Russian Federation is the result of the return migration of ethnic
R ssians from the other republics of the former U~ion of Soviet Socialist Re
p b ics. According to the expert estimates, the present real potential Russian
r iation to the Russian Federation is approxi ately 3 million-3.5 million
pole. Together with the potential migrants bel nging to other indigenous
e ic groups of the Russian Federation and also mixed families, this figure

a be about 10 million people. For the most part, ese are highly skilled spe
ci I sts. Also, not taking into consideration the re gees and enforced settlers,

es are the persons with some initial capital, the tier factor being especially
p rtant under existing conditions where, as a le, there are no budgetary

even for the solution of the problems of th enforced migration to the
s ian Federation. Therefore, the migration poli y should be focused on en

ti i g this group ofpotential immigrants to the R sian Federation. The neces
si of stimulating migration from the CIS and B ltic countries is pointed out
i t e draft concept of the demographic policy of e Russian Federation, in the

a concept of the migration policy of the Russi Federation and also in the
main directions of the long-term socio-eco mic policy of the Govern-

e t of the Russian Federation.
In the Russian Federation, owing to its dive se ethnic structure, cultural

d ethnic traditions and religious beliefs are div rse too. In this connection,
t experts from the Ministry for Federal Affairs, Nationalities and Migration

1cy of the Russian Federation think that one hould take into account the
ic component of migration and create immig ation programmes aimed at
igrants from specific countries, the number 0 whom should be regulated
eans ofquotas for the admitted immigrants. I

±
Also, one should develop temporary labour t·gration. Almost 70 per cent

f e territory of the Russian Federation is in t e extreme north and related
e with severe climatic conditions. A conside . ble share of the natural re-
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sources of e Russian Federation is concentrated within these areas and a
decrease in e number ofmembers Ofthe~'able-bodied population will be nega
tively reflec ed in the position of the mini g industries. However, this problem
can be solv d by the use of the temporai labour migration (long-term shifts
method of1 bour organization). I

I

D. GbVERNMENT MEASURES COJCERNING THE CONSEQUENCES
OF DEMOGRAPH~C CHANGES

It is clear that the measures that c be undertaken by the Government
of the Russian Federation in order to inc ease fertility or to cause a decline in
mortality will not result in instantaneou outcome. To induce migration, one
also needs a number of socio-economic conditions. Therefore, owing to the
unfavourable age structure of the popul ion, the Government of the Russian
Federation is going to update social po icy to some extent. First of all, this
entails reforming the pension system. Th pension reforms should be aimed at
the solution of two interconnected probl s. They should preserve the current
financial stability of the pension system d increase the real level ofpensions
in order to overcome the negative cons quences of the 1998 financial crisis.
In the long term, they should prevent a risis of the pension system owing to
the ageing of the population of the Russi Federation. For the solution of the
latter problem, the Government ofthe Ru sian Federation is going to introduce
the accumulative financing of pensions for the working population. For the
purpose of accumulation, a part of the S~Cial tax directed to the pension fund
will be used. During the coming years, th se contributions will be increased up
to 9-10 percentage points. The contributi ns of the social tax to the distributive
pension system will be followed by the educed value of the contributions to
the accumulation system. !

The personal accumulative penSion~ccounts are very likely to be opened
in early 2002. Also, the development f a system of voluntary pensions is
planned. Whether such a reorganization f the pension system will help us to
solve the problem will become clear so e time later. The creation of the ac
cumulative pensions requires some specific conditions: first, constant income
during all of the economically active lifelof a birth cohort; and second, a long
term period ofeconomic stability permitting the standby capital to accumulate.
A separate problem will involve the necessity of exercising control over non-
State pension funds. !

As regards the necessity of raising the retirement age, this subject has
been discussed for a long time. Howevtr, the Minister of Labour and Social
Development of the Russian Federation~aYs that the subject has ceased to be
debated in the Government. The health s tus ofRussians, which is adequately
reflected by the indicator of life expecta cy at birth, is so depressing that any
rise in the official pension age can resul in a considerable increase in popula
tion mortality and in the growth of the n ber of the persons retiring ahead of
time owing to disability. I
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Onecanexpect thata future increase in thestandard oflivingof thepopu
lation andthe reform of the public-health system in accordance with the main
directions of the long-term socio-economic policy of the Government of the
Russian Federation would allow the lives of the active population to be ex
tended andtherevision of the generally adopted retirement ageto begin.
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RE~LACEMENT MIGl FORTHE RUSS
ION: IS ITA SOLUTION

FEDERATION?

The main assumptions and certai results of the population projection for
the Russ an Federation for the years 000-2050 are summarized in the table
that acco panies the present report. is projection was elaborated by the au
thor in c llaboration with Dr. Evgeny dreev. The purpose was not to predict,
with the aximum possible confidenc ,how the country's population size and
age com sition would actually vary i the next 50 years, but rather to exam
ine the p ths of such changes in accor ce with certain more or less feasible
scenario ofdemographic developme .'

1.

The 12 proposed scenarios are di ided into three groups:
Oro p I: Scenarios with a zero ne migration. This set ofscenarios permits

the esti tion of the possibilities of pulation increase and potential changes
in the a e composition of populatio entirely as a result of an interaction
between fertility and mortality. The roup I scenarios show that, under any
somewh t realistic assumptions with r gard to these two processes, the natural
increase in the population of the Rus ian Federation will be negative during
the next 0 years, while population si e will steadily decrease.

Oro p II: Scenarios with a cons t population size across the whole pe
riod 20 -2050. These indicate the ~t migration to the Russian Federation
required 0 compensate the consequen es of a negative natural increase and to
assure a onstant population size up t ,2050.

Oro p III: Scenarios with a riSin~'population size. Scenarios in this group
permit e estimation of the annual et migration to the Russian Federation
required 0 assure an annual 0.5 per ce t increase in population size during the
next 50 ears.

In 1 scenarios, the fertility and ortality indicators are considered inde
pendent ariables, primarily determi g population dynamics. Therefore, the
choice 0 employed fertility and mortal ty assumptions needs to be substantiated
from the very beginning. As for migra ion (wherever it exists, that is to say, in

or Demography and Human Ecology, Moscow,
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the second and third sets of scenarios), it is a possible exogenous response to a
course of events predetermined by an endogenous demographic development,
and its value should be determined as a result ofprojection calculations.

2. Fertility assumptions

The fertility rate in the Russian Federation was decreasing during the
whole twentieth century. In the mid-1960s, it plummeted, for the first time,
below the replacement level and continued to decrease. In the 1990s, this de
crease accelerated. By the end of the century, the total fertility rate in the Rus
sian Federation, as in some other European countries, dropped below the 1.3
and even below the 1.2 mark.

The reasons for such a deep drop have not been completely understood.
There are different factors that are usually mentioned by researchers to explain
the decline offertility in developed countries; but these factors are so manifold
and interchangeable that it calls into question the very possibility of finding
an adequate explanation with such a "factorist" approach. More probably, the
influence ofdifferent factors on fertility behaviour and thus on fertility level is
only an intermediary mechanism, and through the actions of concrete factors,
the more general systemic, homeostatic reactions are realized.

The most important and most threatening element ofthe actual global demo
graphic situation is the rapid growth of the world population. According to all
projections, this growth will stop in the twenty-first century; but simple stabiliza
tion ofthe world population at the level of 10 billion to12 billion is not sufficient
to reduce the growing population pressure on global resources. From the stand
point of self-protection of human civilization, it would be much better to arrive
at llistage of population decline. Rising mortality being excluded as an option,
achieving fertility below replacement level is the only mechanism that can lead
to such an evolution. Sooner or later this mechanism will be adopted by all na
tions, but initially it must be created-"invented"-somewhere. It is not surpris
ing ~at the "inventors" are also those that "invented" tow mortality, that is to say,
the industrially advanced nations. Even ifsuch an "invention" can be detrimental
to many ofthem, the implicit objective logic ofglobal survival proves to be more
important than an egoistic logic of individual nations. If this hypothesis is cor
rect, the main determinants ofthe fertility decline below replacement level in all
industrialized countries do not have their most profound roots in the specific life
conditions of those countries. Such a decline is a part of a global demographic
process that is being driven by its own inherent forces.

lOne cannot therefore expect the Russian Federation to find itself outside
this trend, common for countries with roughly the same level of economic and
social development

It is unlikely that all these countries would experience, during the next
50 years, a turnaround in fertility rates; rather the opposite may be expected:
thelcontinuation of the present low fertility rate up tp 2050. Moreover, its fur
the1- decrease is not improbable. However, in view of the insufficient current
knowledge of the fertility dynamics mechanisms, its future rise cannot be en
tirely excluded.
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assumptions

I

The present projection assumes t tal fertility rates of 1.3 and 2.0 as the
lower an upper bounds, correspondi gly, of the probable fertility changes.
The first alue will remain unchanged ver the whole period up to 2050, while
the seco one will gradually rise fro 1.3 in 2000 to 2.0 in 2050.

Whi e fertility dynamics in the ussian Federation are quite similar to
those in ost industrialized countries, e mortality dynamics are significantly
different, because a steady mortali decrease, typical of those countries,
ceased in the,Russian Federation a few decades ago. However, the global expe
rience cl arly shows that such a deere e is possible in principle, so a decrease
in mortality in the Russian Federation before 2050 seems much more likely
than a ris in fertility. :

The Russian Federation's current!lagging behind most Western countries
may be xplained primarily by an excessive premature mortality, compared
with the est, due to external causes ~d circulatory diseases. In 1995, these
two grou s ofcauses ofdeath were res~onsible for 85 per cent of the excessive
mortality in the age groups below 70 years, Among them, external causes were
responsi le for 46 per cent of excessive deaths of men and for 25 per cent of
deaths 0 women (Vishnevsky and Shkolnikov, 1997, pp. 80-81). The Western
experien e suggests that a successful ~ggle against mortality owing to such
causes is much more directly and obviously connected (as compared with the
fertility ends) to the general socio-economic climate. The changes in this cli
mate that are being prepared by the current reforms will result, sooner or later,
in a mort lity trend turnabout in the Russian Federation; it will start to gradu
ally deer ase down to the level observed in Western countries.

As i the case offertility assumptions, the projection determines the lower
and uppe bounds of probable changes in life expectancy (eo)' The first values
of the p ameter eoare equal to 59.9 years for men and 72.5 years for women,
recorded at the end of the century and remaining constant over the whole pro
jection p riod. The second values ofthe parameter eoare equal to 77.0 years for
men and 3.0 years for women by 2050 (while gradually reaching these values
over the hole period).

Eve if the actual fertility and mortality dynamics differ from those as
sumed in the current projection, the assumptions made therein allow for cov
ering a v ry wide range of more or less probable prognostic scenarios, while
the com tational results offer a clear:estimation of trends and extents of the
populati n size and composition under various assumptions as regards future
fertility d mortality developments.

A. ANALYTICAL POPULATION PROJECTION FOR THE RUSSIAN
FEDERATION 2000-2050: MAIN RESULTS

1. Changes in population size

The population size of the Russian Federation in 2025 and 2050 by pro
jection s enario is presented in the table, section F, and in the figure.
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POPULATION PROJECTION FORTIlE RUSSIAN FEDERATION, 2000-2050: MAIN ASSUMPTIONS AND RESULTS

Scenarios with 0.5 per cent annual population growth
Scenarios with zero migration Scenarios with zero population growth

Scenario Scenario ScenarioScenario
Scenario! A Scenario] B Scenario I C Scenario I D Scenario Il A Scenario Il B Scenario II C Scenario II D IIlA IlIB IIIC IlID

TFR=1.3 TFR~J.3 TFR=2.0 TFR=2.0 TFR=1.3 TFR=1.3 TFR=2.0 TFR=2.0 TFR=1.3 TFR=I.3 TFR=2.0 TFR=2.0
Yearor period canst. eo incr: e(l const. eo incr. eo const. eo incr: e(l canst. eo incr.eo const. eo incr: eo canst. eo incr; eo

A. Total fertility rate (TFR)

1959......... 2.60 2.60 2.60 2.60 2.60 2.60 2.60 2.60 2.60 2.60 2.60 2.60
1975......... 1.98 1.98 1.98 1.98 1.98 1.98 1.98 1.98 1.98 1.98 1.98 1.98
2000......... 1.30 1.30 1.30 1.30 1.30 1.30 1.30 1.30 1.30 1.30 1.30 1.30
2025......... 1.30 1.30 1.50 1.50 1.30 1.30 1.50 1.50 1.30 1.30 1.50 1.50
2050......... 1.30 1.30 2.00 2.00 1.30 1.30 2.00 2.00 1.30 1.30 2.00 2.00

B. Male life expectancy

N 1959......... 63.2 63.2 63.2 63.2 63.2 63.2 63.2 63.2 63.2 63.2 63.2 63.2
-...I 1975......... 62.6 62.6 62.6 62.6 62.6 62.6 62.6 62.6 62.6 62.6 62.6 62.60\

2000......... 59.9 59.9 59.9 59.9 59.9 59.9 59.9 59.9 59.9 59.9 59.9 59.9
2025......... 59.9 68.6 59.9 68.6 59.9 68.6 59.9 68.6 59.9 68.6 59.9 68.6
2050......... 59.9 77.0 59.9 77.0 59.9 77.0 59.9 77.0 59.9 77.0 59.9 77.0

C. Female life expectancy

1959......... 71.7 71.7 71.7 71.7 71.7 71.7 71.7 71.7 71.7 71.7 71.7 71.7
1975......... 73.2 73.2 73.2 73.2 73.2 73.2 73.2 73.2 73.2 73.2 73.2 73.2
2000......... 72.5 72.5 72.5 72.5 72.5 72.5 72.5 72.5 72.5 72.5 • 72.5 72.5
2025......... 72.5 77.9 72.5 77.9 72.5 77.9 72.5 77.9 72.5 77.9 72.5 77.9
2050......... 72.5 83.0 72.5 83.0 72.5 83.0 72.5 83.0 72.5 83.0 72.5 83.0

D. Average annual net migration (thousands)

1950-1975 .... -94 -94 -94 -94 -94 -94 -94 -94 -94 -94 ·94 -94
1975-2000 .... 232 232 232 232 232 232 232 232 232 232 232 232
2000-2025 .... 0 0 0 0 1040 738 1002 702 1878 1550 1836 1510
2025-2050 .... 0 0 0 0 1712 1066 1263 677 2825 2028 2268 1542



1950-2000 .... 69 69 69 69 69 69 69 69 69 69 69 69
2000-2050 .... 0 0 0 0 1376 902 1133 689 2352 1789 2052 1526

E. Total net migration (thousands)

358 -2358 -2358 -2358 -2358
1975-2000 .... 5800 5800 5800 5800 5800 5800 5800 5800 5800 5800 5800 5800
2000-2025 .... 0 0 0 0 25989 18438 25057 17544 46962 38760 45912 37750
2025-2050 .... 0 0 0 0 42800 26639 31583 16926 70626 50688 56693 38550

1950-2000 .... 0 0 0 0 3442 3442 3442 3442 3442 3442 3442 3442
2000-2050 .... 0 0 0 0 68789 45077 56640 34470 117588 89448 102605 76300

F. Totalpopulation (millions)

1950......... 102.2 102.2 102.2 102.2 102.2 102.2 102.2 102.2 102.2 102.2 102.2 102.2
1975......... 134.2 134.2 134.2 134.2 134.2 134.2 134.2 134.2 134.2 134.2 134.2 134.2
2000......... 145.6 145.6 145.6 145.6 145.6 145.6 145.6 145.6 145.6 145.6 145.6 145.6
2025......... 121.4 128.0 122.2 128.8 145.6 145.6 145.6 145.6 164.9 164.9 164.9 164.9

N 2050......... 86.5 103.3 94.5 111.7 145.6 145.6 145.6 145.6 186.8 186.8 186.8 186.8
-.,J
-.,J

G. Old-age dependency ratio ((65+)/(/5-64), per 100)

1939......... 7 7 7 7 7 7 7 7 7 7 7 7
1959......... 9 9 9 9 9 9 9 9 9 9 9 9
1975......... 13 13 13 13 13 13 13 13 13 13 13 13
2000......... 18 18 18 18 18 18 18 18 18 18 18 18
2025......... 27 25 27 29 26 24 26 28 25 27 25 27
2050......... 41 41 39 50 33 36 33 45 31 40 31 41

H. Total dependency ratio ({(O-I5)+(65+))/(/5-64). per 100)

1939......... 69 69 69 69 69 69 69 69 69 69 69 69
1959......... 54 54 54 54 54 54 54 54 54 54 54 54
1975......... 49 49 49 49 49 49 49 49 49 49 49 49
2000......... 43 43 43 43 43 43 43 43 43 43 43 43
2025......... 47 45 48 50 46 44 47 49 46 48 47 48
2050......... 60 58 66 75 53 54 61 71 52 61 60 69



Populationof the Russian Federation, 1950..2050
(2000-2050: by projection variants)
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(a) Scenarios with a zero net migration

Even a simultaneous and quite significant rise of both fertility and life
expectancy would be unable to break the downward trend in population size
and its gradual approach to the 1950 level. It should be noted that by 1950 the
Russian Federation still had not restored its population size of 110 million that
had been recorded in 1940.

In the worst case under accepted assumptions, that is to say, at the con
stant current low fertility and high mortality (scenario I A), 86.5 million is all
that can be expected as a population size in the Russian Federation by 2050.

A fertility increase of up to 2 children per woman by 2050, with an un
changed mortality (scenario I C), would allow this size to rise by about 8 mil
lion, up to 94.5 million; however, such a rise has been noted as unlikely:

The effect of mortality decrease seems more probable and in addition it
could be much more significant. The Russian Federation is currently suffer
ing enormous demographic losses due to high mortality. Had the age-specific
mortality rates in the 1980s and 1990s been the same as in Western countries,
the annual number of deaths would have been reduced by 500,000-700,000;
this could have notably changed the current balance of births and deaths and
delayed the emergence ofa negative natural increase.
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Als in the future, the mere ability to avert population losses, already
attained .n many countries, would slow down the decrease in the Russian
Federati n's population size. At a constant fertility rate, a decreased mortal
ity rate ould result in 17 million additional Russian Federation citizens,
thus bri ing the population of the Russian Federation to 103.3 million by
2050 (sc nario I B).

Ho ever, it would be impossible to completely avert a decrease in popu
lation si ,even with the most favourable (within the framework of the as
sumption made) fertility and mortality evolution. In the best case, the popula
tion of e Russian Federation would amount, by 2050, to about 112 million
(scenario I D).

(b) See arios with a non-zeronet migration

An pparent inability to maintain even a constant population size in the
Russian ederation solely due to the fertility and mortality interaction compels
one to re ort to the third main factor of population dynamics, namely, migra
tion.

Und r the above-mentioned assumptions, in order to maintain an un
changed opulation size over 50 years, the total net migration to the Russian
Federatio should range from 35 million (about 690,000 per year), in the case
of the m st favourable fertility and mortality evolution, to 69 million (about
1.4 milli per year), in the case of the least favourable fertility and mortality
evolution

For he population size of the Russian Federation to increase by 0.5 per
cent ann lly between 2000 and 2050 (in the 1970s and 1980s, the population
of the R sian Federation increased by 0.6-0.75 per cent per year), total net
migration to the Russian Federation should range, according to the various fer
tility and ortality scenarios, from 76 million to 118 million (1.5-2.4 million
per year) see table, sects. D and E).

2. Changes in age composition

The ain trend in the age composition changes, according to all scenarios
of the pr .ection, is the ageing of the population. It should be noted that the
series D cenarios, which are the most favourable with regard to population
size incre e, are at the same time the least favourable with regard to ageing.

(a) See arios with a zero net migration

On e assumption that the low fertility and high mortality remain un
changed i the course of the next 50 years (scenario I A), the proportion of
elderly pe pIe (those over age 65) in the Russian Federation population would
exceed 2 per cent by 2050, while that proportion was below 6 per cent as re
centlyas 959, and 12.5 per cent in 1999. At the same time, the proportion of
children der age 15 would drop to 12 per cent (compared with 29 per cent in
1959 and 9 per cent in 1999).
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Should die scenarios that assume fertility increase and mortality decline
become true, two conflicting trends would collide: the fertility rise would, to
a certain degree, counterbalance ageing, while the mortality decrease would
contribute to ilt. Therefore, scenario I C (a rising fertility with an unchanged
mortality) turns out to be the ''youngest'' one, while scenario I B (a decreasing
mortality at an unchanged low fertility) turns out to be the "oldest" one.

Such changes in age composition also determine the dynamics of the age
dependency ratio.

The ratio of the elderly to the adult population will significantly rise in
any event. Wll.ile it was just 9 elderly persons per 100 adults (aged 15-65) in
1959 and 18 per 100 in 1999, it will rise, by 2050, to 41-50 elderly persons per
100 adults, according to the scenario used (table, sect. G).

However, the rise of the total dependency ratio (due to both the elderly
and children) will be much less impressive. Owing to the peculiarities of the
Russian Federation population pyramid, it is not unlikely that this ratio is at its
lowest level ofthe last 50 years, so that its future increase is unavoidable in any
case. Yet even by 2035 it will not exceed (and according to most scenarios will
even stay below) the ratio observed in 1975, which was already low.

Only after 2035, and then not simultaneously under all scenarios, the total
dependency ratio will exceed 50 per 100 adults, increasing gradually towards
the year 2050. However even in 2050 it will not reach, at least in scenarios
I A, rB and C (table, sect. H), the level observed in 1939, when the RUSSian
Federation's population was very young (about 40 children under age 15 per
100 adults). Only scenario I D, which is most optimistic from the viewpoint of
population size, augurs an increase in the total dependency ratio ofup to 75 per
100 adults; however, it is unlikely that such a scenario reflects the future.

(b) Scenarios with a non-zero net migration

The age composition of migrants is usually notably different from that of
the national population, resulting therefore in either washing out-in the case
of emigration---or washing up (expansion)--in the case of immigration---of
certain age groups.

As a rule, the age composition of migrants is younger. Until the 1980s,
three quarters of all the Russian Federation migrants were younger than age
30. By the end of the 1990s, migration flows had "aged" and less than 60 per
cent of the total migration flows are below age 30 (Zayonchkovskaya, 1999,
pp. !122-124)1. However, such a change in the age composition of migration
flows is, most likely, ofa temporary nature. If the Russian Federation actually
absorbs, during the period 2000-2050, significant migration flows, they will
originate in countries with a young age composition and hence will also be
quite young. This will definitely cause a rejuvenating effect upon the age com
positionof the whole population. The question is, to what extent?

The calculations show that, while migration is incapable of radically
chapging the main trends in the age composition, its impact may still be quite
significant and, at the same time, contradictory. Although in most cases it con
tributes to the reduction of the dependency ratios (either old age or total), it
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also pro uces an unexpected effect in the case of constant low fertility and
decreasi g mortality (scenarios B). In this case, increases in migration result
initially n the reduction ofthe total dependency ratio, but after a while, the
ratio als increases (see table, sect. H).

B. CONSEQUENCES

I. Consequences ofpopulation decrease

Po lation decline is one of the serious challenges facing the Russian
Federati n on the verge of the twenty-first century.

Of ourse, there are no indisputable arguments in favour of population
increase t any time and in any place. Besides, population dynamics cannot be
viewed eparately from other changing demographic realities. Among other
things, a decline in population increase, or even a population decrease, is to a
larger or lesser degree compensated by a simultaneous rise in the total number
of man- ears lived, caused by mortality reduction and by an increased life
expec cy.

In oving from eo = 50 years to eo = 75 years for men and to eo = 80 for
women which is the route of many industrialized countries in the twentieth
century) the total number of years lived by a cohort increases by a factor of
1.5 for en and 1.6 for women. Therefore, in certain respects, the current 725
million uropeans occupy more space on Earth than the I billion people at
the end f the nineteenth century. Similarly, the current Russian population of
145 mill on, even with its relatively low life expectancy (67), is equivalent to
a popula ion of about 280 million Russians at the beginning of the twentieth
century, hen life expectancy was less than 35 years.

As 0 the future, should an optimistic mortality decrease scenario be real
ized in e Russian Federation even in the case ofa constant low fertility (sce
nario I B , its projected population of 103 million would be equivalent to about
125 mill on in 1950. If, however, it could be possible to maintain the present
populati n size (scenario II B), it would in 2050 be equivalent, in terms of the
total n ber of years lived, to more than 175 million in 1950.

Ho ever, as far as the Russian Federation is concerned, all such consid
erations hould playa limited role owing to a well-known (and long-known)
discrep cy between the population and the territorial size of the country. The
Russian Federation has always been underpopulated, and this underpopula
tion bee e especially apparent after the disintegration of the Union of Soviet
Socialist Republics (USSR), from which the Russian Federation has inherited
three q ers of the territory but just one half of the population.

Ev n the more populated European part ofthe Russian Federation is com
parable, with respect to population density, with the territory of the United
States 0 America (27 persons per square kilometre in the European Russian
Federati n against 29 persons per square kilometre in the United States). When
compar with Western Europe, even the historical centre of the Russian Fed
eration oes not seem too well populated. One fifth ofthe country's population
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is concentrated in the central economic region occupying less than 3 per cent of
its territory. However, even in that region, the population density of62 persons
per square kilometre is just above a half of that in the European Union (EU) as
awhole (1191 persons per square kilometre).

As to th~ Asian part of the country, its problem ofan adequate population
has never been solved. The Asian Russian Federation occupies 75 per cent of
the whole country'sterritory but accommodates only 22 per cent of its popula
tion, at an averagepopulation density of2.5 persons per square kilometre. The
demographic potential of Siberia and the Russian far east is clearly insufficient
for exploitin~ their rich natural resources and for creating a developed and
more or less pontinuous economic and settlement structure.

More~o'r, being already unsatisfied with its present population size, the
Russian Fe ration would experience difficulties caused by the decrease of that
population, ven if partly compensated by an increased life expectancy. In a
world suffe . g from overpopulation, the Russian Federation is still an under
populated co try, which makes it especially sensitive to the population decrease
and compels ~t to seek ways to overcome its struggle against depopulation.

I

2. Consequences ofpopulation ageing

unfaVi'able consequences of population ageing are less apparent. In
gene,.ral, it s ould be noted that a certain mythology exists in the demographic
and econom c literature which, on the one hand, exaggerates negative conse
quences of opulation ageing and, on the other hand, hampers the search for
remedies for the real problems caused by ageing.

I

(a) Years l~ved by a cohort: the new structure ofa lifetime

Fundamental processes, leading to irreversible changes in the population
pyramid, ar~ taking place at one generation level. As a result of the mortal
ity decrease Iand the rectangularization of the curve of survivorship, a gen
eral increas~in the number of years lived by a cohort is accompanied by an
even faster-i creasing number of years lived in the adult-and especially the
old-ages. s a result of this evolution, the upper part of the pyramid of the
time lived b a generation is continuously gaining weight. Hence the anxieties
regarding a heavy burden upon the ageing nations' economies caused by an in
crease in thejtime lived by citizens ofpension age, who are consumers without
being producers.

Should ~ne forget, however, that a person who has lived up to old age was
once young las well? As mortality decreases, the total number of man-years
rises, including productive years, not only consumption-prevalent ones.

As me 'tioned above, upon moving from eo = 50 years to eo = 75 years
for men and to eo = 80 years for women, the total number of years lived by a
cohort (and erefore the consumption time) increases by a factor of 1.5 for
men and 1.6 for women. However, the number of years lived in the adult age
(the "produ tive period") rises almost by the same factor. For example, ac
cording to e Coale and Demeny model life tables (model "West"), it rises
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by 1.44 r men and 1.47 for women for ages 15-65, and by 1.51 for men and
1.54 for omen for ages 20-65. As to the ratio between the years lived in the
"depend ncy period" and the years lived in the "productive period", it remains
practicall unchanged.

Fro the economic point of view, the issues of age profiles of consump
tion or n eds and the differentials between levels ofper capita expenditures in
the youn and old dependency periods are crucial. If they are about the same,
then the i troduction of this economic variable has no effect upon the conclu
sions fro' a purely demographic analysis. If, however, the per-head expendi
tures of lderly dependants are much greater than those of children, then an
increase burden of the second "dependency period" is not compensated, in
the econ mic sense, by a decreased burden of the first period.

This issue must be recognized as insufficiently studied, with opposing
views ap earing in the literature and with greatly varying estimates made by
different uthors.

For xample, one can find the categorical affirmation that "a child absorbs
more res urces than an old person, on the average. At current mortality and
current s dards of consumption, educational performance, and social security
in the Fe eral Republic of Germany, it costs society about one fourth to one
third mor to bring up an average child from birth to age 20 than to support an
average erson of 60 years of age over the rest of his or her life. This estimate
is based n national accounts statistics of the Federal Republic of Germany of
1973 and refers to final private and public consumption expenditure as well to
fixed cap tal formation for internal use" (Wander, 1978, pp. 57-58).

So e other studies, on the contrary, "have estimated that for an indus
trialized ountry, on average the cost to support a person aged 65 years or
over is s bstantially greater (roughly two and a half times greater) than the
cost to s port a young person less than 20 years old" (United Nations, 2001,
chap. V, ourth paragraph). Contrary to these extreme statements, the authors
ofa relatively recent study ofeconomic consequences of population ageing in
industria 'zed societies concluded that,even if the difference in per capita con
sumption at the opposite end ofthe age spectrum exists, it is not very important
and its "i pact on overall needs or consumption expenditures [is] relatively
limited" nited Nations, Economic Commission for Europe, 1992, p. 197; see
also Unit d Nations, Economic Commission for Europe, 1983).

The ame idea was formulatedby Richard Easterlin,who clearly underlined a
differenc between the demographic and the political approach to the same issue:

"The amount ofempirical work that has actually been done on rela
tive osts of the two groups is small, but what has been done suggests that
eco omic costs per dependant (private plus public) are, in fact, not much
diffi rentfor older and younger dependants (Easterlin, 1991). If this is so,
then the economic burden of dependency on the working-age population
is likely to be noticeably higher in the first half of the twenty-first cen
tury than in the twentieth century, since the increased cost of supporting a
larg r proportion ofolder dependants will be offset by the decreased cost
of s pporting a smaller proportion of younger dependants.
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"This implies that the real issue to be faced is largely political, name
ly, how to capture via taxation the savings ofhouseholds from supporting
fewer y~unger dependants, so that these funds can be used to meet the rise
in public expenditures needed to support older dependants. The question
of polit~cal feasibility is a serious one, but it does not seem insurmount
able, giten that the workers to be taxed would themselves eventually be
beneficirries of such taxation" (Easterlin, 1994, p. 22).

It shoul be emphasized also that the ageing of population takes place
simultaneou ly with other economic and social modifications that can neutral
ize the nega ive consequences of changing age structure. As summed up in
the proceedi gs of an international symposium on population structure and
development in the late 1980s:

e Symposium recognized that in order to calculate the extra de
mands laced on the economically active population as a result ofpopula
tion ag ing, it would be necessary to consider the reduced burden of sup
port for children and youth along with the increased burden ofsupport for
the elde ly. Thus the ageing ofpopulations need not lead to reductions in
public xpenditures per elderly person. Though the share of total income
going t the elderly was likely to increase, the absolute level of after-tax
income er worker would continue to rise as a result of increased produc
tivity a d a reduced burden of youth dependency ... The effect ofpopu
lation a eing on the capacity to finance public services would depend on
the link between population ageing and economic performance. The cur
rent ass ption that the impact was negative was not well documented.
Ageing that occurred as a consequence of low population growth might
actuall~increase per capita income by permitting a greater labour-force
particip tion of women and by increasing the per capita availability of
capital' (United Nations, 1988, p. 135).

In any ase, private (individual, family) expenditures should be distin
guished fro public (governmental and other) ones. Childbearing and child
rearing larg ly remain, in all modem societies, a family matter (even with a
significant p rticipation of the public institutions), while the elderly are mainly
supported b means of pension systems. Therefore, if the first and second de
pendency p ,riods are compared with regard to the public per-head expendi
tures only, t e second period might in fact tum out to be more expensive. (By
the way, thi may explain the obvious dramatization of the ageing problem:
the Gove ents are concerned about their increasing share of the economic
responsibili for the welfare ofthe population.) However, the part ofthe popu
lation that li 'es in the "productive period" provides for both dependency peri
ods, regardl ss of the channels used for distributing the resources produced.

While ~emaining within the "generation logic", one should take into ac
count that al person enters his/her second "dependency period" 40-50 years
after leaving the first one, during which time the society's wealth has grown.
Other conditions being equal, the society now becomes capable of support
ing, withouf excessive strain, the expenditure of the elderly at a level much
higher than that existing during their childhood, when their needs were largely
formed. .
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Like any changes, the transition to a new structure of the generation
lifetime c eates problems related to the adaptation of the social institutions
to new d mographic realities. The creation of pension systems is one of the
prominen responses to this challenge of the twentieth century. However, the
demogra hie changes themselves have predetermined the economic possibil
ity of su h a response, particularly by permitting, other things being equal,
the incre se, almost by the factor of 1.5, of the generation's potential fund of
working ime, This fact undermines an excessive dramatization of ageing as a
demogra hie problem.

(b) Age composition ofreal populations

Sho ld populations live for a long time under stable demographic condi
tions (n ely, constant fertility and mortality rates), the cohort-related analysis
could be lso applied to the real population. However, the twentieth century
was not period of stability, but just the contrary: a time of huge changes in
fertility d mortality and of the quest.for their new equilibrium. The popula
tions, on by one, moved to a new type of intragenerational solidarity. A new,
if never e plicitly proclaimed, principle was pursued: let each new generation
live the s me number of years as the preceding one had lived. However, this
should n t be achieved through a longevity privilege for a few, paid for by
prematur deaths of the majority, but rather through protection and prolonga
tion of li e for as many newborns as possible. Naturally enough, this led to a
redistrib tion ofeconomic resources within the whole time-space occupied by
a generat on, and particularly by the elderly, and to a fertility decline.

As result of this decline, each generation was less numerous than the
precedin one, and this was the main immediate cause of the ageing observed
in most c untries in the twentieth century. The population pyramid changes its
form ow' g not to the widening of its upper part but to the narrowing of the
lower on . Under such circumstances (which are a priori transitional and tem
porary), he elderly dependants belong to more populous generations than the
adults fil ing the middle part of the age pyramid, and here a certain discrepancy
may real y appear.

Ho ever, one should not exaggerate the extent and significance of this
discrep cy. The changes are occurring more or less gradually and the de
pendenc ratio of the elderly is rising progressively, so this evolution cannot
produce y abrupt perturbations and the economy may well adapt to such
changes. In any case, the wealthy industrialized nations with an "old" age com
position ust bear the dependency burden of the elderly after their having
already ontributed to the economic growth. The situation is worse in the de
veloping countries, where the main economic burden is produced by children
who hav not yet participated in the production of the total. wealth, which is
modest y itself.

It s ould be added here that in the twentieth century in the Russian Fed
eration, s in some other European countries, the gradual shifts in the age com
position aused by evolutionary demographic changes were accompanied by
sharp flu tuations (caused by reasons that were far from demographic ones) of
the age omposition and, correspondingly, of the economic burden upon the
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adult popula~ion. In the second half of the 1960s, the total age dependency ra
tio in the Russian Federation was 55-57 per 100 adults. Such a high value will
not be reaCh~ again until 2035 (and according to only some ofthe considered
scenarios). S ciety should certainly be prepared for this event, but it should
certainly not e overdramatized. Ifthe Russian Federation was able to confront
the phenome on in 1965, why should it be so dangerous 70 years later?

I
C. CONCLUSIONS

In the .~issian Federation, as in most industrialized countries, the balance
ofbirths and deaths will most likely be such in the first half of the twenty-first
century that he natural population increase will be negative. If the country's
population ~ntinues to depend largely on natural reproduction, it will un
avoidably d crease in size and will age rapidly. These two trends might be
counteracted

j
only by an inflow of imm.igrants, to a larger or smaller extent,

depending on the volume and composition of immigration flows.
Within he frameworks of the considered scenarios, this volume ranges

from 34.5 illion (scenario II D) to 117.6 million (scenario III A) over 50
years (689,0 0-2,352,000 per year). In order to estimate the feasibility of such
parameters, i would be useful to compare them with the actual volumes of net
migration to e Russian Federation in 1950-2000. It amounted to 3.4 million
(69,000 per ear) over 50 years, to 5.8 million (232,000 per year) over the last
25 years, an to 4.5 million (300,000 per year) over the 15-year period when it
was highest 1984-1998).

Against] such a background, even a minimal annual net migration on the
order of 700jOOO during the next 25 years (scenarios II B and II D) seems too
large and theffore not very likely. Therefore, the migration volumes necessary
for the realiz tion of the series D scenarios (an annual population increase of
0.5 per cent), that is to say, 1.5 million to 1.9 million per year in 2000-2025 and
1.5 million t 2.8 million per year in 2025-2050, are even less likely.

Neve~less, the Russian Federation will not be able to avoid the arrival
of large im igration inflows. On the one hand, their inevitability is dictated
by the intern 1demographic situation in the Russian Federation. While unfa
vourable co equences ofpopulation ageing are not so dramatic as sometimes
imagined, a those actually present may be largely neutralized by economic
and social p~licy measures, the population decrease will present the Russian
Federation~ith a very hard choice. It should either succumb to a continuous
aggravation f the already meagre population/territory ratio, or open wide its
doors to i igration. Both solutions bear unwelcome consequences, so the
lesser of two evils should be chosen.

On the! ther hand, future developments cannot be predicted without tak
ing into ace unt the demographic situation outside the Russian Federation,
particularly t e overpopulation beyond its southern frontiers. This overpopula
tion together with the increasing mobility of the populations in the neighbour
ing countrie will unavoidably produce a growing migration pressure, at least
in the form f illegal migration, which will become more and more difficult
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to hold in check and which will compel the Russian Federation to respond by
expandin the legal immigration possibilities.

Eve tually a certain equilibrium ofpush-and-pull factors will probably be
achieved, along with a corresponding annual rate ofnet migration into the Rus
sian Fede ation. It will most likely be greater than the current rate. However,
one can ardly rely on its ability to neutralize the unfavourable consequences
of the pr sent demographic trends, in particular the fertility decline much be
low the r lacement level.
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WHO'S A RAID OF LOW SUPPORT RATIOS? AN UNOF
FIeI L RESPONSE FROM THE UNITED KINGDOM
TO T E REPORT OF THE POPULATION DIVISION
OF T E UNITED NATIONS SECRETARIAT ON RE
PLA EMENT MIGRATION

David Coleman *

A. INTRODUCTION

1. Purpose ofthe present paper

In Marc 2000 the Population Division of the United Nations Secretariat
presented a c mprehensive analysis ofthe levels ofnet immigration that would
be technicall "required" ifan attempt was made to check the eventual popula
tion decline, all in size ofworkforce and population ageing envisaged in some
population p ojections, up to 2050 (United Nations, 2001). This comprehen
sive analysis, the first to be made on a common methodology on a fully inter
national basi to address this otherwise familiar issue, has attracted unusual
attention and provoked much comment in the media.

The pre ent paper is a response to the Population Division report from
the viewpoin of the United Kingdom of Great Britain and Northern Ireland.
It begins by eviewing the demographic prospects for the United Kingdom
during the ha f-century 2000-2050 using projections made by the Government
Actuary's D artment (GAD) of the United Kingdom, in comparison with the
results prese ted by the Population Division of the United Nations Secretariat.
Variant GAD projections are presented to explore further the implications of
possible fu e United Kingdom demographic trends, and also to test the mi
gration and f rtility levels "required" to achieve various demographic targets.

It then c nsiders the ability ofeconomies and societies, especially those of
the United K ngdom, to respond to population ageing and to the possibility of
a reduction i population size. The variety of options available, through work
force, produc ivity, pensions reform and other means, as well as demographic
responses, the likely outcome ofevents are discussed. It is concluded that
in the relativ ly benign demographic regime of the United Kingdom, future
population a eing, in any case mostly unavoidable, can be managed without
serious diffic Ity,given suitable, albeit somewhat painful, adjustments to work
force partici ation, retirement age and pensions funding. By itself, population
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stabilizati n, or even mild reduction, is probably to be welcomed in the United
Kingdom, bile current levels of immigration are judged to be too high.

2. General comments on the report ofthe Population Division
ofthe United Nations Secretariat

Befo e comparing details, a general comment about the United Nations
report and its ramifications may be appropriate. The report represents an imag
inative sy tematic exploration of one aspect of a fundamental problem that
affects, to varying degrees, all developed societies. Its uniform technical treat
ment of migration aspect ofpopulation ageing is welcome. Because ofthis
systemati approach, and because of the prestige attaching to the Population
Division, e report has been widely read and cited. Its statistics will be a de
finitive b chmark for years to come. In the United Kingdom, it has featured
in almost every major national newspaper and journal, and is cited on radio
and televi ion whenever issues of migration, ageing or labour shortage are
discussed Along with the asylum crisis and the wish of the United Kingdom
Governm nt to rethink immigration policy, the report may claim to have raised
consciou ess about the whole issue.

This massive publicity, however gratifying it may be to the authors of
the report may have had some unfortunate and doubtless unintended conse
quences. n the United Kingdom media at any rate, the almost universal im
pression onveyed to the public is that the United Nations has stated the fol
lowing: ( ) that population, workforce numbers and support ratios must be
kept at th ir present levels and therefore (b) that the projected levels of im
migration must be encouraged by the countries concerned. This interpretation
of the rep rt has provoked the most comprehensive public misinformation on
any dem graphic-related topic that this author can recall. Some of this is due
to the f iliar problems ofcommunicating technical information to the media.
In the Un ted Kingdom, various pressure groups and some official bodies such
as the C mmission for Racial Equality have added these arguments to their
repertoir of propositions to support immigration and oppose its restriction.
For these purposes the United Nations report has been timely, as in recent
years the nited Kingdom has experienced a crisis of asylum-claiming which
has mad it, in terms of absolute numbers, the most favoured destination in
Europe. I several recent months, claims exceeded even the number made to
Germany United Kingdom pressure groups and commentators in the media
are now ble to cite the report as evidence that asylum-claimants and illegal
immigra ts should be welcomed irrespective of the merit of their claims, as
they now represent demographic salvation. Despite widespread public anxiety
on immi ation (British Social Trends, 2000), there are no pressure groups in
the Unit d Kingdom devoted to its critical evaluation, an asymmetry appar
ently ge ral in the Western world (Freeman, 1994).

The strategy and some ofthe phrasing ofthe report and of its press release
may hav contributed, unintentionally, Ito misunderstandings on this politically
sensitive issue. Its concentration on immigration as the "solution", one already
well kno in demographic circles tobe impractical at least in respect of the
support tio, gave the impression that other approaches, possibly more prom-
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ISIng, were flittle consequence. Alternatives (pensions, retirement and work
force reform productivity, more substantial changes in fertility) were notedbut
not evaluate in detail. The political, social and economic costs of large-scale
immigration received no mention. The report's concentration on the demo
graphic abs ction of the "potential support ratio", without considering equally
or more imp rtant non-demographic components ofreal dependency levels in
real societie , has been criticized as "demographism" (Tarmann, 2000).

Further the repetition of imperative terms such as "needed" and "re
quired" has iven the impression to the unreflective that the avoidance ofpop
ulation stabi ity or decline was absolutely necessary and that population ageing
was not on! intolerable but also avoidable. The demographic targets, param
eters in a h othetical scenario, have been widely interpreted by the media as
policy presc iptions, Readers were presented with unqualified statements such
as "some i igration is needed to prevent population decline in all countries
and regions xamined in the report" and "population decline is inevitable in the
absence of r placement migration" and would "force Governments to reassess
many ... po ides", as though none had already done so.

The no ions that population decline is unacceptable and that population
ageing is av idable reflect transatlantic rather than universal Western concerns.
Population duction may be contrary to the American dream but regarded
with equani ity elsewhere. While the possibility is strongly opposed by most
French opini n (Chesnais, 1995), official reports in the United Kingdom (Pop
ulation Pane , 1973) have welcomed the prospect ofan end to growth. Official
responses in Germany (Hohn, 1990) have discussed the management ofpopu
lation declin ,and the Netherlands has in the past defined it as a policy aim in
the long run, for example, in the 1983 government response to the Dutch Royal
Commission on Population, 1977.

Populat on projections, always wrong in detail, are unusually frail when
made over e adventurous time-span of 50 years, which allows many com
ponents of tential error to accumulate; and yet health warnings about the
uncertainty f speculative pronouncements at this range, discussed, inter alia,
by lee (200 ), were effectively absent, and no mention was made of their past
record. This s not to say that the general outlines ofthe United Nations projec
tions are wr ng. Overall totals have often been quite well projected (although
over much orter time-spans than 50 years) and the record has improved.
However, p t United Nations projections for Europe and North America have
"relatively 1 ge" errors in the age structure at young and old ages even at'the
modest rang of 10 years (Keilman, 1997; 1998, p. 31). Probably all demogra
phers would gree that fertility is unlikely to return to levels above a two-child
avetage, that mortality will continue to fall, that substantial population ageing
is inevitable d that the demographic component ofthe workforce will cease to
grow in most countries. Beyond that, there is no reason to suppose that the com
ing century '11 not bring at least as many unexpected surprises as the last.

. Neither was any mention made of the well-known tendency of synthetic
cohort meas es such as the total fertility rate (TFR) to understate contempo
rary fertility eveIs, or the possibility offeedbacks from public policy affecting
the very low evel offertility in some countries. Feedbacks and limiting factors
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in popula 'on projection have already been suggested (mostly in the context of
growth, n t decline) as a way of making "intelligent" population projections
which av id extreme conclusions (Cohen, 1998; Sanderson, 1998; Ah1burg,
Lutz and aupel, 1998). However, the Population Division may have implic
itly allow d for this in marking up fertility over time in its projections.

In th nature of things, journalists will concentrate on press releases and
headlines rather than strain their limited attention span by consulting in detail
the scien c comments in the body of reports. It was unfortunate that the press
release w presented before the report was available. In the natural sciences, this
practice i condemned. It should be avoided in the social sciences as well.

B. DIFFERENCES BETWEEN THE UNITED NATIONS AND THE
OFFICIAL UNITED KlNGOOM PROJECTIONS

The United Kingdom Government Actuary's Department (GAD) makes
regular I ng-range projections in order to evaluate the financial and demo
graphic p ospects of the United Kingdom State pension scheme (Government
Actuary, 999). Along with the United States ofAmerica, the United Kingdom
is one 0 the few Governments to require such projections (Lee, 2000). In
response to the United Nations report, GAD has undertaken additional long
range pr iections (Shaw, 2001), on a wide variety of assumptions. Some are
presente here by courtesy of GAD (tables 1 and 2).

The United Nations and GAD projections differ in important ways. The
GAD st ing population is higher, primarily because the United Nations under
estimate net immigration to the United Kingdom in the late 1990s. Different
assumpti ns about fertility, mortality and migration lead to further divergence.
The final United Nations TFR in 2050 is 5 per cent higher than that of GAD:
1.9 inste d of 1.8. Expectation of life at birth by the end of the United Nations
projectio is lower for men by 0.5 years, and higher for women by 0.5 years
even tho gh it begins somewhat lower for both sexes. Either fertility estimate
is defens b1e. Both mortality projections, however, seem too low. The pace of
reductio of mortality, especially that of the oldest old (Kannisto and others,
1994), s ggests that much greater progress may be made, although this is not
universa ly agreed (Olshansky and Carnes, 1996).

The most striking divergence is in themigration assumptions. The United
Nations ssumes net immigration of 40,000 per year declining to zero between
2020 an 2025 (United Nations, 2001), compared with a GAD projection of
185,000 etween 1998 and 2000 dropping to a permanent 95,000 per year there
after (G vernmentActuary, 1998). The United Nations projection is behind the
times. It sembles the level and trend ofofficial United Kingdom estimates and
projecti typical ofthe early 1990s (Office ofPopulation Censuses and Surveys
(OPCS), 1993), when it was set at 50,000 per year declining to zero by 2015
2016. Si ce then, the reality of growing net immigration has obliged successive
GAD re isions to set immigration at 65,000 per year, no longer declining to zero
(Gov entActuary, 1998), followed by the most recent elevation to a perma
nent 95, 00 in the 1998 projections (Government Actuary, 2000).
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TABLE I. SUMMARY OF VARIANT GAD PROJECTIONS TO 2050

Projection

2 3 4 5 5b 5c 6 7 8 JI GAD 1998

185.000 Zero net Zeronet Constant 1998
Zeronet mfllua.' TFR TFR TFR migration; mig)mimi, High TFR 2.07, TFR :2.0. jerlltlry. mondliry Principal

Values2050 migration migration 2.07 2.00 1.70 TFR~2.0 TFR~2.075 eO high eO high eO and immigration Projection

Variable
Population (thousands)..... , ........... 56108 70630 71796 69527 61733 60976 63059 65028 72649 70378 64187 64 181
Median age .......................... 45.8 43.4 40.4 41.3 45.5 42.7 41.6 44.6 40.9 41.8 42.7 44.1
Population aged 65+ (thousands)......... 14608 16413 15556 15556 15556 14608 14608 16296 16296 16296 13121 15556
15-64 (percentage) .................... 58.7 60.7 59.7 59.7 60.0 58.6 58.7 59.3 59.1 59.2 63.7 59.9
65+ (percentage) ..................... 26.0 23.2 21.7 22.4 25.2 24 23.2 25.1 22.4 23.2 20.4 24.2
Support ratio ......................... 2.25 2.61 2.75 2.67 2.38 2.45 2.53 2.37 2.64 2.56 3.12 2.47
Annual population change

(thousands)........................ -240 81 147 91 -133 -103 -54 -11 209 144 -53 0.64
Population growth rate

N (percentage) ....................... -0.42 0.12 0.20 0.13 -0.21 -0.17 -0.09 -0.02 0.29 0.21 -0.08 -0.10
\0 Net annual migration (thousands) ........ 0 185 95 95 95 0 0 95 95 95 185 95
N TFR ............................... 1.8 1.8 2.1 2.0 1.7 2.0 2.1 1.8 2.1 2.0 1.7 1.8

eOm... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 79.7 79.7 79.7 79.7 79.7 79.7 79.7 81.1 81.1 81.1 74.9 79.7
eO! ................................ 83.9 83.9 83.9 83.9 83.9 83.9 83.9 85.2 85.2 85.2 79.7 83.9

Upper limit ofworking age needed to obtain given potential support ratios
Support ratio
4.09 (1995) ......................... 73.6 71.1 70.6 71.1 72.6 72.5 72.1 72.8 71.5 71.9 68.3 72.0
3.5................................. 71.3 69.1 68.4 69.0 70.4 70.3 69.9 70.6 69.3 69.7 66.4 69.9
3.0................................. 69.2 67.0 66.1 66.7 68.3 68.1 67.6 68.5 67.0 67.4 64.5 67.8

Difference at 2050 between GAD Principal Projection and successive projections
Population total (thousands) ... . . . . . . . . . -8073 6449 7615 5346 -2448 -3205 -I 122 847 8468
Population total (percentage)............ -12.58 10.05 11.86 8.33 -3.81 -4.99 -1.75 1.32 13.19
65+ (percentage) ..... . . . . . . . . . . . . . . . . 1.80 -1.00 -2.50 -1.80 1.00 -0.20 -1.00 0.90 -1.80
Supportmtio......................... -0.22 0.14 0.28 0.20 -0.09 -0.02 0.06 -0.10 0.17

6197
9.66

-1.00
0.09

6
O.oI

-3.80
0.65

o
0.00
0.00
0.00

Source: Unpublished calculations by United Kingdom Government Actuary's Department, 8 and 31 August 2000.
NOTE:United Kingdom variant projections based on 1998 GAD Principal Projection to 2050: United Kingdom population (thousands) at 2050. Projection Nos. 9 and 10 are deleted

to save space.



TABLE 2. SUMMARY OF VARIANTGAD PROJECTIONS TO 2100

Projection

2 3 4 5 5b 5c 6 7 8 11 GAD1998

185.000 Zeronet Zeronet Constant 1998
Zeronet annual TFR~ TFR~ TFR~ migration; migration; High TFR=2.07; TFR=2.0; fertility: mortality Principal

Volues 2100 migration migration 2.07 2.00 1.70 TFR~2.0 TFR~2.075 eO higheO higheO and immigration Projection

Variable
Population (thousands) ................ 44257 72 625 81808 75130 53624 57204 62994 64 519 86956 80080 61004 60052
Median age ......................... 45.7 43.5 40.1 41.2 45.4 42.3 41.1 46.8 42.6 43.7 42.6 44.0
Population aged 65+ (thousands) ........ 11702 17173 17 219 16461 13 815 13354 14055 18704 21784 20873 12671 14660
15-64 (percentage) ................... 58.2 60.3 60.2 60.2 59.4 59.1 59.3 56.2 57.3 57.1 63.3 59.7
65+ (percentage) ..................... 26.4 23.6 21.0 21.9 25.8 23.3 22.3 29.0 26.1 26.1 20.8 24.4
Support ratio ........................ 2.20 2.55 2.86 2.75 2.31 2.53 2.66 1.94 2.29 2.19 3.05 2.45
Anoual population change

(thousands) ....................... -212 39 219 124 -144 -60 16 4 327 223 -54 -71
Population growth rate

(percentage)....................... -0.47 0.05 0.27 0.17 -0.26 -0.10 0.03 0.01 0.38 0.28 -0.09 -0.12
N
\0 Net annual migration
w (thousands) ....................... 0 185 95 95 95 0 0 95 95 95 185 95

TFR ............................... 1.8 1.8 2.1 2.0 1.7 2.0 2.1 1.8 2.1 2.0 1.7 1.8
eOm............................... 80.1 80.1 80.1 80.1 80.1 80.1 80.1 86.5 86.5 86.5 74.9 80.1
eOf· ............................... 84.2 84.2 84.2 84.2 84.2 84.2 84.2 90.4 90.4 90.4 79.7 84.2

Upper limit ofworking age needed to obtain given potential support ratios
Support ratio
4.09 (1995) ......................... 73.6 71.1 70.6 71.1 72.6 72.5 72.1 72.8 71.5 71.9 68.3 72.0
3.5 ................................ 71.3 69.1 68.4 69.0 70.4 70.3 69.9 70.6 69.3 69.7 66.4 69.9
3.0 ................................ 69.2 67.0 66.1 66.7 68.3 68.1 67.6 68.5 67.0 67.4 64.5 67.3

Difference at 2100 between GAD Principal Projection and successive projections
Population total (thousands) ............ -15795 12573 21756 15078 -6428 -2848 2942 4467 26904 20028 952 0
Population total (percentage) ........... -26.30 20.94 36.23 25.11 -10.70 -4.74 4.90 7.44 44.80 33.35 1.59 0.00
65+ (percentage) ..................... 2.00 -0.80 -3.40 -2.50 1.40 -1.10 -2.10 4.60 1.70 1.70 -3.60 0.00
Support ratio ........................ -0.25 0.10 0.41 0.30 -0.14 0.08 0.21 -0.51 -0.16 -0.26 0.60 0.00

Source: Unpublished calculations by United Kingdom Government Actuary's Department, 8 and 31 August 2000.
NOTE: Variant projections based on 1998 GAD Principal Projection: United Kingdom population (thousands) at 2100.



Even e recent GAD projection beyond 2000 considerably understates
the current ow of 185,000 (Office of National Statistics (ONS), 2000a). The
projection i vites us to accept a large drop in immigration, to net 95,000 per
year, on gro ds that may be questionable. The evidence suggests a weaken
ing effective ess of the traditional United Kingdom policy aim of minimizing
immigration (Coleman, 1997). Furthermore, the new Government since 1997
has relaxed orne controls, permitting an acceleration of flows for purposes
of marriage, and expanded entitlements to entry. It is considering increasing
immigration further as a matter of policy, on labour-force and demographic
pretexts (Ro he, 2000). Its measures to curb asylum flows have been rewarded
with record' flows: the United Kingdom became the favoured European asy
lum destinat on in 2000. There seem to be no grounds for supposing a halving
of net inflo s to 95,000. Further increases over the current 185,000 are more
likely once c clical downturns are taken into account.

The to 1population in 2050 projected by GAD is 7 million-l 3 per cent
higher than e United Nations medium-variant projection, mostly because of
the differenc in migration assumptions. The projected population aged 65 years
or over is 11 er cent higher. The age burden ofthe population projected by GAD
is accordingl slightly lower, with a slightly higher potential support ratio.

This su stantial increase in population arising from the difference in mi
gration ass ptions does not generate commensurate changes in age structure,
however. Th potential support ratio improves by 0.15 (6.5 per cent). The upper
limit of wor ing age required in 2050 to maintain the 1995 support ratio of
4.09 falls by 0.3 years, a small advantage for an extra 7 million people. This
illustrates th familiar general proposition that even substantial increases in
immigration 0 not have a commensurate impact on population ageing.

T RUNS BASED ONTHE 1998 GAD PRINCIPAL PROJECTION

We no turn to investigate a range ofprojections based on various differ
ent plausible assumptions imposed on the 1998 GAD Principal Projection. The
projections h ve all been continued to 2100 (table 2). While even more precari
ous than a 5 -year projection, this shows the long-term stable or quasi-stable
distributions 0 which the assumptions would give rise, including the effects of
continued i rovement in survival, and long-term implications for population
size, The pr iections to 2100 also show the mildly favourable effects on age
structure an dependency of the final disappearance of the baby-boom cohorts
which cause a once-for-all worsening ofdependency from the 2020s.

1. Zero net migration

This pr jection assumes zero net migration at all ages, not just net migra
tion overall ( he United Nations zero migration variant does the same). This is
quite a stron assumption. It produces the lowest final population total of all
(by 2050, 8. 1 million-l 2.6 per cent-less than the GAD 1998 Principal Pro
jection, 3 mi lion less than the 2000 figure, and 44.3 million total population in
2100). The p oportions aged 65 years or over and the support ratio are the least
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"favoura le" of any of the projections considered so far, with the "required"
limit of orking age at the highest level. These results resemble those of pre
vious Un ted Kingdom projections made by GAD in 1994 and 1996 which
assumed ower migration declining eventually to zero.

2. Constantmigrationat 185,000

This assumes that migration will continue at the 1998 level of 185,000
net intak. per year, that is to say, 9.25 million net immigrants over the next 50
years. E al numbers of male and female immigrants are assumed. Not sur
prisingly, this projection generates substantial population growth to 70.6 mil
lion in 2 50 (72.6 million in 2100),6.45 million (10.1 per cent) more.than in
the GAD 1998 Principal Projection. The migration effect increases the United
Kingdo population by 14.5 million people (25.9 per cent) compared with
the zero igration projection in 2050 and by 11.4 million over the actual 1998
popu1ati n of 59.2 million (19.2 per cent). Like all the other projections, this
assumes, unrealistically, that immigrants immediately acquire the fertility and
mortality patterns of the host population.

Thi considerable increase in population does not have commensurate ef
fects upo the age structure (tables 1 and 2). Median age falls to 43.4 by 2050
compare with 44.1 in the GAD 1998 and with 45.8 in the zero migration
projectio . The potential support ratio rises to 2.61 and the "required" upper
limit of orking age falls to 71.1. This level of migration not only exceeds
the Unit d Nations scenario "requirements" for constant total population (on
average 8,000 net immigrants per year) but is also comfortably ahead of the
numbers calculated by the United Nations to provide a constant age group 15
64 (on a erage, 114,000 per year) (United Nations, 2001, table 24).

3. Replacementfertility (TFR = 2.075)

In t is projection, fertility is raised by 22 per cent to 2.075, the "replace
ment" T R, while net immigration and expectation of life remain at the GAD
Principa Projection levels. Total population increases to 1.2 million more than
the high immigration variant (to 71.8 million by 2050) and to considerably
more (81.8 million) by 2100. By 2050, this projection produces the lowest pro
portion f population aged 65 years or over (21.7 per cent), the lowest median
age (40. ) and the highest potential support ratio (2.75 and rising) of any of the
variant ojections other than the "constant values" projection noted below.

4. Highfertility (TFR = 2.0)

Thi scenario is the same as the official GAD-based high-fertility variant,
represen ing an increase in TFR over the GAD Principal Projection of0.2 or 11
per cent. Its effects approach those of the previous scenario.

5. Lowfertility (TFR = 1.7)

Thi scenario assumes that fertility remains at its present level of 1.7 instead
of incre sing to 1.8 as expected in the GAD Principal Projection, remaining
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therefore O. or 5.6 per cent less. By 2050, population declines by 2.45 million
(-3.8 per c t) with the potential support ratio down to 2.38. Proportion of
population ged 65 years orover rises to25.2 percent.

5b. Zero net migration with TFR = 2.0;
5c. Zero net migration and TFR = 2.075

Identic I to projections Nos. 4 and 3, respectively, butwith zero migra
tion. In 5c, e increase of fertility to replacement rate (2.075) adds 3 million
to populatio growth, which reaches a peak of 63 million in 2050 despite the
absence of et migration-about the same as the GAD Principal Projection.
However, edian age is reduced considerably to 41.6 and the potential sup
port ratio is slightly more favourable (2.53). This projection ends the century
with a popu ation of 63 million growing at a negligible rate (mortality ceases
to improve i 2060).

6. Lower mortality (eOm = 81.1, eOf= 85.2)

Here expectation oflife at birth for males (eOm) is allowed to rise from
the official AD figure of 79.7 and the expectation of life at birth for females
(eOj) from e official GAD figure of 83.9 by 2050 (very pessimistic, in this
author's vie ) to the slightly higher figures of81.1 and 85.2, respectively (only
slightly less pessimistic). TFR remains at 1.8 and net immigration at 95,000.
This amelio tion of mortality is at the rate projected by Tuljapurkar, Li and
Boe (2000). Population increases by 0.85 million. Because the benefit in sur
vival accrue to the older population, the potential support ratio falls slightly
to 2.37 com ared with 2.47 for the GAD 1998 Principal Projection. By 2100,
the applicati n of this conservative assumption leads to the arresting conclu
sion that eO will reach 86.5 and eO/, 90.4 years. Twenty-nine per cent of the
population 64.5 million would be aged 65 years or over with a support ratio
of 1.9, and pulation growth would be almost exactly zero.

7. R iplacement feniltty (TFR = 2.075) and high life expectancy

This pr jection combines the replacement fertility ofprojection 3 with the
increased s ivai of projection 6. This produces the most substantial popula
tion growth of any scenario (72.6 million by 2050, 87.0 million by 2100).
By 2050, it ields a low median age (40.9) and a high potential support ra
tio (2.64), c mparable with the replacement fertility projection. By 2100, the
population i older and bigger.

8. TFR = 2.0 with high life expectancy

This si ulation represents a more moderate version of the previous one,
with a less f vourable potential support ratio, and a surprisingly large fall in the
projected 21 0 population (down by 7 million to 80 million). In the opinion of
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.s author, an outcome ofthe kind represented by projection 7 or 8, apart from
e migration assumption, may be the most realistic in the long run.

11. Constant fertility, mortality and immigration

Here vital rates are left exactly as they are in 1998, as a kind of bench
ark. This generates almost exactly the same population total as the GAD

I 8 Principal Projection by 2050, but with a somewhat different age struc-
e. TFR, immigration and expectation of life at birth for both sexes remains

a today's level, that is to say, for the last-mentioned, about six years below the
e entual figure projected for 2050. This depresses population growth. How
e er, through its prevention ofan important component ofgrowth in the older
p pulation, combined with the effects of high immigration, this projection
k eps the proportion aged 65 years or over the lowest ofany scenario (20.4 per
c nt). The support ratio is kept to its highest level (3.12), with an upper limit of
" quired" working age at 68.3, almost three years below that in any other pro
j tion. This underlines the important effects of mortality upon age structures
i the twenty-first century (Calot and Sardon, 1999).

Finally, it is instructive to look at some projections where the fertility
a sumptions go beyond the realm of credibility (not shown here in detail; see
S aw (2001), figure 8). For example, with TFR = 2.5 (the level in 1970), the
s pport ratio recovers to about 3.7, although at the cost of continuing popula
ti n growth, while even 1 million net immigrants per year cannot prevent its
d dining constantly to 3 and below.

D. IMMIGRATION/FERTILITY "REQUIREMENTS"

The alternative method (as in the report of the Population Division) is to
a proach the question from the other direction: to determine the levels of mi

tion or fertility (or other changes) required to achieve certain demographic
gets. However, the Population Division determined these annual "require

m nts" by averaging the 50-year total. Very different results are obtained ifthis
re uirement is calculated on a year-to-year basis. The annual required inflow
th n becomes very volatile (table 3), as earlier demographers have shown.

In order to maintain the potential support ratio at 4.22, the necessary an
n I net inflow calculated on this basis reaches 1.5 million per year by 2025,
fa Is to nearly half a million per year by 2040 and rises to over 5 million per
y ar at the end of the century. To maintain a constant workforce size requires

ual net immigration peaking at 330,000 around 2025. The inflows "re
q 'red" are very much at the mercy of the size of successive birth cohorts;
p st fluctuations in fertility determine annual "requirements" for immigrants.
It ould be impossible to control immigration in such a fine-tuned manner, and
th se figures take no account of economic trends and workforce participation,
w ich determine the real support ratio and labour demand. Most immigration
is non-economic anyway, just as much in the United States and Canada as
in Europe, if not more; "planned" migration envisaged here would have to
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compete with unplanned family and asylum migration. Migration while easy
to start is particularly difficult to stop if coming from a poor country. The dif
ficulty of stop-go immigration required to this end was first demonstrated over
a decade ago (Blanchet, 1989; Wattelaar and Roumans, 1990), and those con
clusions have stood the test of time.

The most exciting projection is, of course, the incredible in pursuit of the
implausible; that is to say, the population size implied by the migration "re
quired" to maintain the potential support ratio (table 4). On this requirement,
the United Kingdom population would exceed 100 million even by 2040, 200
million by 2070 and 300 million by 2090. Population size required to meet the
workforce criterion is much more modest, as the United Nations report itself
notes. By 2050, the population size implied by the "required" migration to
keep workforce constant at 1998 levels is only 63 million and remains at about
that level until the end of the century-lower than in the GAD 1998 Principal
Projection. This is because the United Kingdom is already experiencing a high
level of migration, considerably more than it "needs". The United Kingdom
also enjoys a relatively benign fertility regime, which ensures that projected
declines in any sector of the population are small. Maintaining the workforce
achieved by later years requires somewhat larger population size, but never
one exceeding 68 million.

E. EVALUATING RESULTS

The first conclusion is that, short of the impossibly high levels of im
migration "required" to maintain the potential support ratio, no reasonable as
sumption of future demographic change makes a very radical difference to
any of the indicators by 2050 (table 5 and figure). Furthermore, because of
the momentum of the present age structure, changes in vital rates may take
a long time to have significant effects; stable population structures take time.
The values of the potential support ratio, for example, range from 2.25 to 3.12,
all very far from the current 4.1. Excluding the figure of 3.12, derived from
an impossible "no change" scenario, the effective range is from 2.25 to 2.75.
National retirement age to conserve the existing potential support ratio varies
from 70 to 74. The demographic aspects of population ageing and the decline
ofpotential support ratios are inevitable: it is impossible for modem vital rates
to preserve the age structure created by former vital rates now irrevocably
extinct. This situation will have to be lived with for as long as the species
survives. While the numbers of contributors will remain almost constant from
2000 to 2061, the numbers of pensioners increase rapidly after 2020. Their
numbers then cease to increase and even decline after 2040 to establish a new
equilibrium (Government Actuary, 1999, figure 4.2) as the baby-boom queue
at last moves on from the benefit office to the pearly gates. But in the case of
the United Kingdom, compared with many other countries, the demographic
problems ofageing are relatively benign. Amelioration and management must
come primarily from non-demographic channels, as noted below. The figure
plots population size against potential support ratio for the various simulations
described above by the year 2050.
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TABLE3. ANNuAL NETMIGRATION "REQUIRED" TOACHIEVE GIVEN POPULATION, WORKFORCE
ANDPOTENTIAL SUPPORT RATIO TARGETS, UNITED KINGDOM, 1998-2100

(Thousands)

Target /998 2000 20/0 2020 2025 2030 2040 2050 2060 2070 2080 2/00

Potential support ratio
3.0 ................... 175 99 95 95 932 629 -66 221 671 1232 -653 -32
3.5 ................... 175 99 95 939 1346 661 -74 679 2013 1206 -1260 1536
4.22 .................. 175 99 I 195 1063 1523 833 578 2651 2304 1331 974 5854

Workforce absolute size
15-64 as in 1998 ........ -115 -121 134 222 329 173 -11 172 226 120 38 170

Population absolute
size 1998 population ..... -75 -60 -27 14 67 134 170 162 120 107 116 123

Source: Unpublished calculations by United Kingdom Government Actuary's Department.
N
\0
\0

TABLE4. POPULATION SIZE"REQUIRED" TO MAINTAIN POPULATION AND
WORKFORCE TARGETS, UNITEDKINGDOM, 1998-2100

(Thousands)

Target /998 2000 20/0 2020 2025 2030 2050 2060 2080 2100

Potential support ratio
3.0 ................... 59237 59750 61587 63470 64235 69139 77026 77957 100612 90799
3.5 ................... 59237 59750 61587 64948 70507 78761 89983 97276 142625 143923
4.22 .................. 59237 59750 63371 76637 84383 94716 118902 152648 213 207 303 371

Workforce absolute size
15-64 as in 1998 ........ 59237 59155 58578 60 145 61492 63273 63093 63125 64723 63481

Source: Unpublished calculations by United Kingdom Government Actuary's Department.



TABLE 5. COMPARISON OFGAD SCENARIOS AT2050 BYORDER OF SUPPORT RATIO

Population values in 2050

Total Median Percentage Support Working-
No. Projection population age aged 65+ ratio age/imit

13 1998 actual 59237 36.9 15.7 4.15 62.5
11 Constant 1998 64187 42.7 20.4 3.12 68.3
3 GAD TFR = 2.07 71796 40.4 21.7 2.75 70.6
4 GAD TFR = 2.0 69527 41.3 22.4 2.67 71.1
7 TFR = 2.07, high eO 72649 40.9 22.4 2.64 71.5
2 GAD 185,000 annual migration 70630 43.4 23.2 2.61 71.1
8 TFR 2.0, high eO 70378 41.8 23.2 2.56 71.9
5c GAD TFR = 2.07, 0 migration 63059 41.6 23.2 2.53 72.1

21 TFR = 2.075, 0 migration 63100 41.6 23.2 2.53 72.1
12 GAD 1998 Principal Projection 64 181 44.1 24.2 2.47 72.0
5b GAD TFR = 2.0, 0 migration 60976 42.7 24.0 2.45 75.5

20 TFR = 2.0, 0 migration 61000 42.7 24.0 2.45 75.5
9 TFR 2.07, high eO,0 migration 63874 42.2 24.0 2.42 73.0
5 GADTFR= 1.7 61733 45.5 25.2 2.38 72.6
6 GAD high eO 65028 44.6 25.1 2.37 72.8

10 TFR = 2.0, high eO, 0 migration 61790 43.2 24.8 2.34 73.4
1 GAD 0 migration 56108 45.8 26.0 2.25 73.6

Source: Unpublished calculations by United Kingdom Government Actuary's Department.

The "constant support ratio" projection with very high (1 million plus)
annual immigration dictates the scale of the upper graph in the figure, with
double the population of every other projection. The next "best buy" in terms
of potential support ratio is No. 11 (3.12), where vital rates and immigration
are left at their current 1998 level (table 5). The distance between that projec
tion and the current potential support ratio (4.1) shows how much oftoday's
potential support ratio is owed to the inheritance of the vital rates of the past,
preserved in today's age structure but lost forever by 2050. Most of the addi
tional 5 million population in that scenario is the result of the continuation of
immigration at today's high annual level of 185,000.

That constant-values scenario is hardly an option unless Governments act
to suppress the improvement of survival and birth rates. The lower graph in
the figure shows the range of scenarios based on the more "reasonable" as
sumptions. These occupy a small elliptical demographic space in the upper
graph, but a change of scale in the lower graph shows that this space is actu
ally substantial: a range of total population from 56 million to 73 million (a
range of 17 million or 30 per cent of the lower figure), and a smaller range
of support ratio, from 2.25 to 2.75 or 22 per cent. The projections fall naturally
into three loose clusters along this narrow range of potential support ratio. The
first, with the lowest population growth (down to about 56 million) and lowest
support ratios between 2.25 and 2.35, include the two zero migration scenarios.
The United Nations medium variant for the United Kingdom is close in popula
tion size to the United Nations zero migration variant because the assumed
level of migration in the medium variant is so low. Higher replacement fertil
ity, and lower mortality, lift the zero migration projections to a higher level of
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population (between 60 million and 65 million) and potential support ratios
from about 2.35 to 2.55 (GAD 9) in a middle cluster, all close to the GAD 12
Principal Projection. Increased survival combined with 95,000 annual migration
(GAD 6) predictably slightly worsens the support ratio.

A third cluster of variants generates considerably higher population
growth, by 4-8 million people more than the GAD Principal Projection, to
between 70 million and 74 million (see table 6). These are all the higher TFR
variants (TFR = 2.0 or 2.07), some in combination with higher survival, all
with standard 95,000 immigration, plus the standard GAD variant with the
high current migration level of 185,000. The GAD 3 projection with replace
ment fertility (and standard 95,000 immigration) gives the highest potential
support ratio (2.75).

TABLE 6. COMPARISON OF DIFFERENT SCENARIOS WITH
GAD PRINCIPAL PROJECTION (PP)

Total
population Median Percentage
(thousands) age aged 65+

GAD 1998PP ......... 64181 44.1 24.2
Fertility effect

2.07 ................ 7615 -3.7 -2.5
2.00 ................ 5346 -2.8 -1.8
1.70................ -2448 1.4 1.0

Support Working-
ratio age/imit

2.47 72.0

0.28 -1.4
0.20 -0.9

-0.09 0.6

As GAD 1998= 100

2.07 .
2.00 .
1.70 .

Fertility effect (GAD 95.000 annual migration)

2.Q7 111.9 91.6 89.7
2.00. . . . . . . . . . .. . . . . . 108.3 93.7 92.6
1.70.. . . . . . . . . . . . . . . . 96.2 103.2 104.1

Fertility effect (zero migration)

98.3 94.3 95.9
95.0 96.8 99.2

Migration effect (GAD fertility trends)

Zero. . . . . . . . . . . . . . . . . 87.4 103.9 107.4
185,000.. .. .. .. .. . .. . 110.0 98.4 95.9

Ageing effect (GAD fertility and migration)

No change. . . . . . . . . . . . 92.3 96.8 84.3
Higher eO. . . . . . . . . . . . . 101.3 101.1 103.7

111.3 98.1
108.1 98.8
96.4 100.8

102.4 100.1
99.2 104.9

91.1 102.2
105.7 98.8

126.3 94.9
96.0 lOLl

Source: Unpublishedcalculationsby United Kingdom GovernmentActuary's Department.

The effects of changes in fertility, immigration and survival respectively
upon the potential support ratio, holding the other two variables constant, are
presented in table 7. The first shows the effects on percentage change of the
support ratio, of given percentage changes in each variable. It may not be in
tuitively obvious what the equivalence is between a given percentage increase
in fertility and the same percentage increase in immigration etc. So the effects
are also compared through the change in support ratio generated per million in-
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TABLE7. VARIATIONS OFTHEPOTENTIAL SUPPORT RATIO

Change inpotentialsupportratioper millionincrease inpopulation generated by:
rtility Immigration Expectationof life

o037 0.025 -0.119

Percentage changeinpotentialsupportratioper millionincrease inpopulation:
F ility Immigration Expectation of life
I 545 l.l 02 -4.689

Percentage change inpotentialsupportratiofrom 10per cent increase in eachvariable:
F rtility Immigration Expectation of life
7075 0.597 -2.424

Source: Unpublishedcalculationsby United Kingdom GovernmentActuary's Department.

ease in population size caused by change in each variable. The most efficient
p ocess yields the biggest increase in support ratio for the smallest percentage
i crease in population, or increase produced in population size.

In the lower graph of the figure, the diagonal from GAD I through GAD
I to GAD 2 shows the effect given constant fertility of net annual immigra
ti n increasing from 0 to 95,000 to 185,000. From lowest to highest, this gives

additional population of 14.5 million with an improvement in potential sup
p rt ratio of 0.36, or 0.025 per million population.

The effect of increased fertility with constant 95,000 net immigration is
s own in the more favourable slope from GAD 5 through GAD 12 to GAD 4

d GAD 3, and also from GAD 20 to GAD 21: a population increase of 10
illion for an increase in support ratio of 0.37. This represents a "rate of im

p ovement" of support ratio of0.037 per million population, about 50 per cent
ore efficient than that attained by the migration route (0.025). However, any

i crease in fertility brings an increase in child support costs. Even replacement
R, ofcourse, cannot restore a potential support ratio of 4.1. A similar slope

i given by the line with constant zero migration but increasing fertility, from
I with zero migration (TFR = 1.8) through GAD 20 with TFR = 2.0 and

fi ally GAD 21 with TFR = 2.075. In projection 21, the population is not quite
s ble but there is hardly any future population growth to 2100. The potential
s pport ratio is just over 2.5 and the externalities of the high migration streams
i other projections are permanently avoided.

Finally, the effects of increased survival, at constant levels of fertility and
igration, move the potential support ratio sharply backwards with small in

c eases in population size. Examples are the transition from No.3 to No.7 and
t e parallel transition from No.4 to No.8 and from No.6 to No. 12. The effect
is to worsen the potential support ratio by 0.119 for every million increase in
p pulation arising solely from longer survival.

These coefficients are derived from the actual data in the scenarios.
E uivalent comparisons do not produce exactly the same results. Somewhat
d fferent values would be obtained if truly stable populations were being com
p ed. This being said, as expected from demographic theory, fertility emerges
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as by far the most efficient factor affecting potential support ratio. This is par
ticularly marked in the comparison based upon the effect of a given percentage
increase in the value of each independent variable.

How impressive this is depends upon the degree to which it is feasible to
envisage changes in each variable. From 1964 to 2000, the TFR of the United
Kingdom varied from 2.94 to 1.66, the higher figure representing an increase
of 77 per cent over the lower figure. In the last 20 years, it has varied between
1.7 and 1.84. Net annual immigration has varied from -87,000 in the 1960s
to +185,000 in the latest year, 1998. During the 1980s and 1990s, the figure
only exceeded 100,000 in the last few, highly exceptional years (which may, of
course, become the norm).

So far the effective demographic effects ofactual immigration have been
more modest than those of fertility. The effects measured in terms of popula
tion growth need to be interpreted in terms of the ease with which each vari
able can influence growth. Further increases in survival have substantial ef
fects on age structure but more modest effects on population size. Astonishing
improvements in survival would be needed for a United Kingdom population
increase of more than 2-3 million, while this would be easy to obtain with fea
sible changes in fertility or immigration.

F. POSsmLE POLICYRESPONSES

The actual policies proposed in response to population ageing by the
Government of the United Kingdom are authoritatively presented elsewhere
in Karen Dunnell's paper and need no review here. A few general alternatives
will briefly be listed. No complete policy solution is possible; anyameliora
tion of the situation must depend on a multiple response, which falls into four
broad categories.

1. Microeconomics and social policy

In respect of financial and fiscal arrangements for pensions, savings and
old-age health care, population ageing has undermined the original demo
graphic underpinnings ofpublic sector pay-as-you-go (PAYG) schemes. These
are unfunded pensions whereby money is removed from workers by taxation
and given to retired persons as pensions, with (usually) defined benefits. The
United Kingdom National Insurance "Fund", for example, is not a fund in the
form of an investment of cumulated contributions, as in funded pensions, but
merely a header tank, into which workers' National Insurance (tax) contribu
tions flow and from which pensions are drained offcontinuously. Such schemes
were conceived in a world when support ratios were 10 or more and must now
survive when such ratios are falling to 3 or less. Either pension promises must
be denied or taxation substantially increased, from about 15 to about 40-50 per
cent ofpay according to various projections.

This problem could have been seen coming a long way off. Far-sighted
Governments had already begun to revise, or encourage alternatives to, the
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ore baroque PAYG commitments before liability became too great, although
ot always very successfully. For example, the United Kingdom's unfunded
tate EarningsRelated Pension Scheme(SERPS) introduced in 1978promised
eatly to increase public liability for pensions (Kay, 1988). The then Gov

rnment, committed to private sector alternatives and deregulation, wished to
liminate SERPS altogether. This proved impossible, although tempting tax
liefs were offered to encourage contracting out in favour of privately funded
ensions. In the event, this proved expensive and provoked an over-hasty
xpansion into private sector alternatives, some of which were mis-sold or
ismanaged. SERPS is to be discontinued in 2002 and replaced by the new
tate Second Pension (SSP) intended for low to moderate earners. The general
im of the present Government, however, is to increase the proportion of pen
ions provided by the State from today's 60 to 4Q per cent. From April 2001,
stakeholder" pensions will open, intended to give additional funded pensions
ntitlement even to the poorest, through a change in the rules to make it much
asier for all those in employment to contribute to an independent pension.

The adoptionby the Governmentof the United Kingdomof the linkageof
tate flat-rate pensions to prices, not earnings, through the Social SecurityAd
inistrationAct 1992has had a powerful downward effect upon pension costs
ble 8). This reductionin the rate ofincreasein the real value of Statepensions

as attracted much criticism and pressure from trade unions and pensioners
oups for restorationof the earnings link; but what it means is that the United
ingdom is the only major country whose working population is not expected

t beara substantial increasein the burdenof Statecontributions on the working-
ge populationover the next several decades (Eatwell, 1999,p. 57).

Authoritative reviews (for example, Organisation for Economic Co
perationand Development (OECD),1988;UNECE, 1999a;Daykinand Lewis,
999) point out that any amelioration of the problem should be found within

t e parameters of the existing system. None even mentioned immigration.No
s ecific pension reform provided a panacea: a multiple response was needed.

lthough the impact of population ageing may be less evident in a funded
s stem, payment of any pensions to the elderly inevitably involves a transfer
f resourcesfrom the wealth-creatingpart of the economy. The value of invest
ents must be affected by changes in the balance of buyers and sellers.

A move to funded schemes is assumed, however, to benefit the economy
generating new productive investment, if it does not replace other invest-

ent. That may encourage faster sustainable growth, low inflation and low
employment,all of which will make pensions more affordable, although the

r ality of this response has been questioned (Chand and Jaeger, 1996;Eatwell,
I 99). The WorldBank (1994) has suggested a three-pillar system: continuing

t rate social securityblanket pensions to protect the poorest, a funded second
p lIar of occupational pensions and a third funded private pension system-a

ew that enjoys widespread support but with different views as to the appro
.ate relative size of each pillar.

Among European countries, the United Kingdom is far ahead in reform,
h ving a much higher ratio of funded occupation and private schemes invested
. the stock exchange and government securities compared with its European
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TABLE 8. PROPORTION OF GOP TAKEN BYSTATE PENSIONS, WITH CORRESPONDING
INCREASES INCONTRIBUTIONS PAID BYWORKERS, 1984-2040, SELECTED COUNTRIES

1984 2000 2020 2040

Germany
Pensionsas per cent of GOP .. 13.7 16.4 21.6 31.1
Burden(1980=100) ........ 100 106 124 154

Japan
Pensionsas per cent of GOP .. 6.0 9.4 14.0 15.7
Burden(1980= 100) .. " .... 100 115 142 154

Netherlands
Pensionsas per cent of GOP .. 12.1 13.4 19.6 28.5
Burden(1980=100) .. " .... 100 100 114 139

UnitedKingdom
Pensionsas percent of GOP .. 7.7 7.5 8.6 11.2
Burden(1980=100) ........ 100 93 101 111

UnitedStates
Pensionsas percent of GOP .. 8.1 8.2 11.3 14.6
Burden(1980=100) ........ 100 96 117 131

Source: Organisation for Economic Co-operation and Development (OECO) (1988); and
Eatwell (1999).

NOTE: "Burden" is the real value of pensionsper head of the working-agepopulation15-64,
that is to say,an estimateof the increase in transfercosts that the averageworker can expect.

neighbours, where PAYG earnings-related State pensions are the norm. The
implied debt of these schemes exceeds the gross domestic product (GDP) of
many European countries (Social Security Committee, 1996). However, the
United Kingdom's advantage may be lost ifsuch indebtedness is pooled on any
future junction with the euro (Stein, 1997).

2. Macroeconomicresponses

Higher productivity (output per worker), competitiveness and economic
growth would go a long way towards resolving the higher costs ofan economy
with an ageing population, with its relatively higher levels of additional con
sumption by the elderly. To begin with, lower labour-force growth reduces
the burden of providing capital for new workers and raises the consumption
(standard of living) level associated with any given capital stock. The positive
effect is more powerful than the costs of ageing, up to a workforce decline
rate of 0.5 per cent per year, according to Wei! (1997, pp. 984-985). Most
calculations assume that population ageing will increase consumption adjusted
for needs (taking into account reduced child dependency) by an extra 0.5 per
cent of GDP per year, thus trimming one quarter from a (modest) assumed
economic growth rate of 2 per cent (Weil, 1997). Properly managed through
reform of work practices and higher capital investment, population ageing and
its supposed relative worker shortages may provide a needed stimulus to higher
productivity in Europe, where the position is weak compared with that of its
competitors (the United States, Japan and some Asian industrialized econo
mies). However, if this requires a higher capital/labour ratio than previously,
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ne of the advantages noted above is lost. A relative shortage ofworkers could
orce entrepreneurs into the unwelcome task of reforming work practices and
nvesting in more modem processes, which would raise real wages for a non

owing or smaller but more productive workforce.
Enterprises that cannot do this, or cannot afford to pay market-clearing

tes for the work in question-garment trades, ancient foundries, fiuit-picking
d other low-skill activities-ean be abandoned or their activities moved off

hore and third world imports substituted for them. It is a temptation to use
cheap immigrant labour" to permit undercapitalized, low-productivity enter
rises to survive beyond their sell-by date, preserving an obsolete economy and
educing national competitiveness (United States Department ofLabor, 1989).
he situation may be reached where unprofitable industries with permanently

esident immigrant workforces could survive only with a public subsidy, as is
e case with coal mines in Germany. The enhancement of international com

etitiveness, quite apart from any response to supposed labour shortages and
e costs ofan ageing population, requires capital investment to increase pro

uctivity. This will move developed economies further from labour-intensive
capital-intensive activities. In various European countries, additional annual

roductivity growth peaking at 0.5-0.8 per cent would be adequate by itself
t cope with the extra burden of old-age dependency (European Commission,

996). This is similar to the estimate by Weil (1997).

3. Worliforce measures

Other major adjustments within the demographic system are possible to
i crease the size ofthe active population: first, mobilizing the inactive popula
t on of existing working age (that is to say, increasing workforce participation

tes), which increases the numerator of the support ratio; second, expanding
t e boundaries of working age itself by encouraging later retirement, which

es into account the prolongation of expectation of life. If the latter can be
a hieved, it would be a particularly effective move, as it simultaneously in
c eases the numerator of the support ratio and reduces its denominator.

Workforce participation rates cannot increase forever, of course, and
b themselves provide a once-for-all, but potentially enduring advantage up
t around 2020 (Lesthaeghe, 2000). In Europe since the Second World War,
c anges in workforce participation, particularly by women, have often had a

ore powerful effect on the labour force than has demographic change, includ
i g immigration (Eurostat, 1988). Europe has considerable unused reserves
o population of working age (European Commission, 1991). Unemployment
i high, hidden unemployment is often equivalent in magnitude, workforce
p .cipation rates low. In some Southern countries, employment is too much
c ncentrated in protected public sector bureaucratic activities which impede,
r ther than promote, economic growth. Many of these problems are linked to
a excessively high level of "social protection", including State-funded pen
s ons, which raises labour costs and thus unemployment, at present about 9 per
c nt in continental Europe.
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In the United Kingdom, growth in the workforce has been projected offi
cially only to 2011 (Armitage and Scott, 1998), so it is not possible to incorpo
rate official workforce projections into the population scenarios beyond 2011.
By that year, the labour force in Great Britain (excluding Northern Ireland)
is expected to have grown from 28.0 million to 28.6 million. Demographic
growth accounts for 55 per cent of the increase; the rest is the result of con
trasting trends in male and female economic activity. In recent decades, as
elsewhere in Europe, male activity rates have fallen through early retirement,
and those of women have increased. Activity rates as a proportion of males
aged 16-64 are projected to fall from 84.4 to 81.7 per cent and those ofwomen
aged 16-59 to rise from 73.1 to 75.4 percent. Early retirement ofmen has had a
powerful erosive effect on the United Kingdom workforce. In the 1980s, it was
encouraged to make way for young workers in the baby-boom cohorts then
suffering high unemployment. More recently, the rise of "incapacity" early
retirement in the United Kingdom has provided a convenient way ofremoving
older workers on dubious medical grounds, whose redundancy is then paid for
at public expense. By the early 1990s, this became the fastest-growing form
ofwelfare transfer in the United Kingdom, increasing from 4.6 billion pounds
(£) in 1990-1991 to £7.4 billion in 1997-1998 (peaking at £8 billion in 1994
1995 (Government Actuary, 1999, table 12.2», a rate of increase of disability
hitherto unknown to medical science.

The Government Actuary (1999), in his projections of active population
in relation to pension entitlement, assumes that the activity rates achieved by
2011 will remain constant to 2051. They include about a million further indi
viduals who continue working beyond retirement age. Their addition increases
the workforce total from 28.96 million in 2001 to 29.77 million by 2011. Pro
jecting United Kingdom workforce beyond 2011 is complicated by the switch
offemale pension entitlement from age 60 to age 65 by 2021. It is not clear
how female economic activity will respond. Nonetheless, preservation of the
2011 rate for 40 years is quite a conservative assumption. The decline in male
activity rates has slowed in the United Kingdom and current United Kingdom
government policy, described in Karen Dunnell's paper, aims to reverse this
decline. Female participation rates have been increasing for some time and
there is no reason to suppose that they will cease to rise after 2011,quite apart
from the imponderable effects of the increase in formal retirement age. United
Kingdom rates, although relatively high by European Union (EU) standards,
still have some way to go before they match those ofsome rich European coun
tries. What is the realistic scope for further increase? For example, in terms of
the population of nominal working age from 16 to 64, the United Kingdom
ranked eighth overall in OEeD economies in 1999. These comparisons are not
altogether straightforward, not least because the proportions of women work
ing part-time differ internationally (these are high in the United Kingdom), and
these data do not include persons aged 65 years or over who are in the work
force. Table 9 suggests that there is some scope for further increase in United
Kingdom workforce participation rates, which could rise by about another 7 per
centage points before they reach the levelof Switzerland. Norway or Denmark
might be a more realistic ''target'', and here the United Kingdom male workforce
participation rates are already their equal. There is more scope for an increase in
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female workforce participation rates, however. By 2051, the potential support
Ie tio will have fallen from 4.1 to 2.47, as noted above. If the 1998 United King
d pm workforce participation rates still apply in 2051, the proportion of popula
tion aged 15-64 that is economically active will fall to 75.1.

What really matters, however, is the support ratio between those receiving
benefits and those working and paying taxes. Table 10 presents two ways of
c lculating this, under various hypotheses for the future. Column 2 shows the
n tio of actual workforce on these hypotheses to formally defined old-age de
pendants in receipt of retirement pensions assuming a uniform retirement age
o 65. Column 3 shows the ratio ofthe actual workforce to all dependants over
a e 15, that is to say, the population over age 15 that is not economically ac
ti ve,not just that aged 65 years or over. Naturally, the ratios in column 3 are even
less favourable than those in column 2. However, with different hypotheses
a out workforce participation, they "improve" much more. In column 2, the
n mber ofdependants is fixed, determined demographically by the population
a ed 65 years or over. In column 3, as the workforce increases, the dependent
p pulation, although always larger, decreases in proportion. This latter depen
d nt population gives a better idea of the dependency burden. A large part of
tile under-65 dependent population is, of course, those who have retired early,
b fore age 65. However, it also includes those who never work at all ages, and
y ung people who have not yet entered the workforce.

In 1998 the support ratio for old-age pensioners was 3.19 and at constant
workforce participation rates will fall to 1.86 in 2051. The "actual" support
ra io for all non-working dependants over age 15 begins at an even lower level,
n unely, 1.67, and falls to just 1.19 at constant participation rates by 2051. Can
at y plausible increases in workforce participation, within the framework of a
re irement age of 65, restore the balance to any figure comparable to the start
in~ point of 1.67? This is the only important goal, because it determines the

TABLE 9. LABOUR-FORCE ACTIVITY RATES: THE TOP 10 IN 1999OFTHE
ORGANISATION FOR ECONOMIC CO-OPERATION AND DEVELOPMENT

(Percentage)

Females in
Overall Male activity Female activity worliforce

Co ntry activity rate rate rate (percentage)

Ic land ..................... 89.8 94.3 85.2 38.4
S itzerland ................. 84.9 92.2 77.3 39.7
N rway..................... 82.0 86.5 77.3 45.7
D nmark.................... 81.1 85.6 76.5 40.2
Sv eden ..................... 79.5 82.5 76.4 47.8
U ited States ................ 79.5 86.7 72.6 45.7
Ja an ...................... 78.1 92.4 63.7
U ited Kingdom.............. 77.6 85.7 69.4 43.3
C mada ..................... 76.4 83.4 70.4 45.0
N therlands" ................ 73.5 83.7 63.1 39.7

Sources: Organisation for Economic Co-operation and Development (DECO) (1999); United
N tions, Economic Commission for Europe (1997), p. 94, table 4.1.

NOTE:These activity rates are relative to the population aged 16-64. Activity rates include
pe sons in employment plus the unemployed seeking work.

"Netherlands data refer to 1998;percentage of females in workforce refers to 1996.
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TABLE 10. FUTURE SUPPORT RATIOS AND PERCENTAGE OF POPULATION OF WORKINGAGE
ECONOMICALLY ACTIVE,ON VARIOUS HYPOTHESES, UNITED KINGDOM

Percentage
populationaged

Potential ActualSR ActualSR to J5-64 economically
SR to 65+ non-workers active

Year Scenario (/) (2) (3) (4)

1998 1998wpr 4.15 3.19 1.67 76.9
2051 1998wpr 2.47 1.86 1.19 75.1
2051 D99m+ D99f 2.47 1.94 1.27 78.7
2051 J99m+ D99f 2.47 2.00 1.36 80.9
2051 J99m+ UK21f 2.47 2.03 1.49 82.1
2051 GB71m+ GB21f 2.47 2.09 1.54 84.2
2051 100per cent working 2.47 2.47 2.47 100.0

Source: Unpublished calculationsby UnitedKingdomGovernmentActuary's Department.
NOTE:
PotentialSR = potentialsupport ratio (population15-64/population 65+)
ActualSR to 65+ =actual supportratio of actualworkingpopulation/population 65+
Actual SR to non-workers = actual support ratio of actual workingpopulation/non-working

populationaged 15years or over
1998wpr = actualworkforce participationrates for males and femalesin 1998
D99m,D99f=workforceparticipationrates for Danishmales and females, 1999
J99m=workforceparticipationrates for Japanesemales, 1999
UK21f = hypothetical workforce participation rates,UnitedKingdom femalesafterequalization

of statutoryretirement age to 65; assumesparticipation rates in sameproportionto those
of men in 1998amongwomenaged 55-59or over

GB71m=actualworkforce participationrates of men in Great Britain, 1971
Becauseof differences in age-group boundaries etc., thesecalculations are onlyapproximate.

balance between production and consumption. Here, "plausible" is taken to
refer to rates actually achieved in developed societies.

For Europe in general, a calculation made in 1990 showed that, if the
whole EU developed employment participation rates equivalent to those of
Denmark, then over 30 million persons would be added to the labour force
(Coleman, 1992). That is considerably more than the shortfall in labour force
projected for the next 20 years. What would Danish labour-force participation
rates of 1999 do for the United Kingdom workforce in 2051? A modest im
provement is evident, arising from improvements in female rates only; those
of men are about the same, and at some ages are actually lower in Denmark.
Given the social similarities between the United Kingdom and Denmark, and
the current drift of government policy, that does not seem at all far-fetched.
Would it be possible to go a stage further, and imagine British men with Japa
nese rates (up to age 64 only)? Japanese male workforce participation is much
lower than in the United Kingdom at the youngest ages, but higher in older
ages. This, combined with Danish female rates, brings the support ratios up
to 2.00 and 1.36. Even the high Scandinavian rates may well increase further.
The low variant ofthe Swedish labour-force projections to age 64 from 1998 to
2015, for example, shows a fall of0.3 per cent, while the high variant indicates
an increase of 6.9 per cent (Hultin, 1999).
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It must not be forgotten that between 2011 and 2021 United Kingdom
" fficial" female retirement age increases from 60 to 65. The effect of this is

sumed here to bring female workforce participation rates in age groups over
a e 55 (based on the official projection to 2011) up to the same proportion as
t emale rates that obtained atages 55-59 in1998. Finally, the projected female
r te is combined with the actual male rates that obtained in Great Britain in
1 71, before the really substantial increase of early retirement. This restores
t e actual support ratios to 2.09 and 1.54. The latter figure is 92 per cent of the
a tual support ratio on which we are surviving at present. It must, of course,
b unrealistic to imagine the exact reinvention of 1971 male rates, not least
b cause of the rise of tertiary education, presumably irreversible, also neces
s to maintain a productive workforce; but these scenarios, however crude,
d suggest that considerable amelioration of the changes from today's real (as
o posed to potential) situation may be achieved within the workforce even

ithin the retirement age of 65.
Note that these ratios are computed on a different basis from the less fa

v urable ratios in column 4 of table 11. The less favourable ratios exclude the
employed and persons working whose pay is too low for them to make Na

ti nal Insurance contributions. The relative change is more important here than
t e absolute values. The bottom line reminds us that even with 100 per cent of

e population ofworking age in work, the actual 2051 support ratios cannot be
b tter than the 2051 potential support ratio of2.47. These cannot equal the ac

al 1998 support ratio ofcontributors to pensioners of3.19 without workforce
p icipation rates ofup to 120 per cent, an idea for which British workers may
a yet be unprepared.

It is also important to remember that the reversal ofearly retirement trends,
d the increase of female participation rates envisaged above may require im

p rtant improvements in conditions of work. While working hours for manual
orkers may have declined, those ofmany in business and the professions have

. creased and, in some cases, become more stressful. This needs to be countered
i some causes of early retirement are to be addressed, combined perhaps with
s hemes for gradual withdrawal from work rather than abrupt total retirement.
F er increases in female workforce participation, including return to work
a er children, would be greatly assisted by a more flexible work regime, even

ough this would impose costs on employers. Underused options, some already
f cilitated by the United Kingdom tax system, include childcare vouchers as an
e ployee benefit, workplace nurseries, career breaks, flexible working and tele-

orking (Jenkins, 2000). These measures are already commonplace as reflected
. Scandinavian workforce participation rates and higher fertility. The working

.0 mothers, contrary to some suppositions, does not appear to damage the well
b ing ofchildren, any more than it depresses fertility (Bianchi, 2000).

4. Reserves oflabour and "hidden unemployment"

Where are the reserves of economically inactive or unemployed labour
t be found, who may join the active workforce? Over and above the total of
r gistered unemployed is a substantial population of "hidden unemployed":
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TABLE 11. PENSIONER SUPPORT RATIOS, UNITED KINGDOM, 2000-2060

(2) (3) (4) (5) ~
Support ratio

Demographic Pensioner support ofemployed Total demographic
support ratio: ratio (female contributors support ratio: (5) weightedfor

population 15-64 pension age rising to pension population 15-64 to support needs:
Year to 65 or over 200008 100 2010-2020 to 65) 200008 100 recipients 200008 100 65+0000-14 200008 100 200008 100

2000 ................. 4.2 100 3.4 100 1.8 100 1.89 100 100
2010 ................. 4.1 97 3.2 94 1.7 94 1.99 105 108
2020 ................. 3.4 81 3.3 97 1.8 100 1.80 95 101
2030 ................. 2.7 65 2.7 79 1.4 78 1.58 83 91
2040 ................. 2.4 58 2.4 71 1.3 72 1.48 78 87

"" 2050 ................. 2.5 59 2.5 74 1.4 78 1.50 79 88-N 2060 ................. 2.4 57 2.4 71 1.3 72 1.30 69 74

Sources: Office of National Statistics (2000); Government Actuary (1999) tables 4.3 and 4.4, and GAD unpublished tables.
NOTE:
Column 2: GAD 1998--basedPrincipal Projection.
Column 3: takes into account change in pension entitlement age for females to 65 from 2010 to 2020.
Column 4: takes into account workforce participation rates, the earnings threshold below which contributions are not made, and pension recipients overseas.
Earnings thresholds for National Insurance contributions are assumed to rise with prices, not earnings. .
Weighted total support ratio computed by weighting youth burden by 0.33 and aged burden by 0.67.



discouraged workers who are not seeking work, people taking extra courses
of study, people on makeweight State employment schemes, people who have
taken early retirement. In Germany, this was estimated to comprise 2.6 million
people in 1998, compared with 4.3 million registered unemployed. An equiva
lent estimate for the United Kingdom for 1996 was 7.2 per cent of the potential
labour force. Added to registered unemployment, this yielded a "broad unem
ployment" figure of 12.9 per cent for the United Kingdom in 1996, 15.6 per
cent for the Netherlands and 15.0 per cent for Germany (Fuchs and Schmidt,
2000, table 2). This does not include persons outside the labour force alto
gether but who are of working age.

In most European countries, unemployment rates among foreigners are
between 50 and 100 per cent higher than in the native population, and work
force participation rates in the population of working age are generally lower.
In some, but not all, European countries, this dismal situation applies to the
children of immigrants as well as to the immigrants themselves (Organisation
for Economic Co-operation and Development, 1999). In the United Kingdom
in 1998, for example, the unemployment rate of Pakistani/Bangladeshi men
was 18 per cent, three times that ofwhite men (6 per cent), and 14 per cent for
men from all ethnic minority groups. These "ethnic minority" populations of
non-European origin are by no means all immigrants: the population embraces
the descendants of post-war immigrants (this is also true of many foreigners
in European countries, especially Germany). Perhaps two thirds of the eth
nic minority population of working age is immigrant. Workforce participation
rates are also low: 76 per cent of men aged 16-64 are economically active
compared with 80 per cent of the white population in that age group. Among
women, only 30 per cent of Pakistani and 20 per cent of Bangladeshi women
are economically active compared with 74 per cent ofwhite women (Sly, Thair
and Risdon, 1999, table 1). These unfavourable unemployment and activity
rates, arising from the non-economic nature of most mass migration after the
1970s, and from weak workforce skills, make the suggestion that mass migra
tion should resume to cure the labour shortage look a little eccentric; but in
theory migrants constitute a substantial reserve of labour, the mobilization of
which is a social as well as a labour-market priority. Foreign workers entering
under work permit schemes for specified jobs are seldom unemployed, at least
to begin with, but form only a relatively small part of the total foreign popula
tion in many European countries today.

When projections take into account both demographic change and future
workforce participation rate change, both the projected and the potential labour
supply situation can look more favourable. Statistical Office of the European
Communities (Eurostat) variant projections combined with workforce partici
pation rate projections showed that, except in the case of Italy, the workforce
in most Western countries will either remain constant or grow substantially at
least until 2020. According to these calculations, aggregate net inflows of la
bour will not be necessary before then, if at all (Feld, 2000). In the case of the
United Kingdom, only a combination of a low total fertility rate (TFR) of 1.5,
immigration of +21,000 per year and low workforce participation leads to a
decline (about 5 per cent) in the active population by 2020. Other combinations
yield workforce growth up to 13 per cent (1.4 million) up to 2020.
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5. Redefining the length ofactive life and retirement

Increasingly, population ageing arises from longer life expectation. Can
this, in part, bring its own salvation, in that a proportion of the extra years are
years ofactive life, characterized by the ability to engage in work as well as ac
tive retirement? Later retirement would simultaneously increase the numerator
and decrease the denominator of the support ratio equation. The United Na
tions and GAD variant projections computed the maximum age of retirement
required in order to preserve, without any other changes, the United Kingdom sup
port ratio at the current level of4.1. These estimates are purely demographic, deter
mining solely the increase from age 65 as the upper boundary ofthe nominally
active population, and the lower boundary ofthe "aged dependent" population,
for the calculation of the potential support ratio. This calculation yields a nar
row range of maximum retirement ages around age 70-75, with the average
about 72. This is between 5 and 9 years older than the current demographic
boundary between active and dependent, which is also the standard age of re
tirement in most countries (65; 60 in Italy, 66 in Denmark). Is this matched to
any degree by the shifting backwards of the onset of real old age?

At face value, this increase in "required" retirement age is of about the
same order of magnitude as the increase in expectation of life at birth in the
post-war period, when pension entitlement age was the same as it is now. In
1950-1952, expectation of life in England and Wales was 66.4 years for males
and 71.5 for females-in the case of males, just under retirement age. There
has therefore been a gain of 8.4 years for males and 8.3 years for females
by 1997, rather more than the projected increases in retirement age in most
scenarios. Much of this improvement in mortality, of course, has arisen from
a reduction of infant and child deaths. A fairer picture might be given by com
paring expectations of life at age 15. Here the gain is more modest: from 54.4
years for males and 59.0 years for females in 1950-1952 to 60.5 years for
males and 65.4 years for females in 1997, that is to say, a gain of over 6 years
for each sex.

Healthy life expectation, however, has not increased pro rata with ex
pectation of life. In the United Kingdom, period rates of chronic illness in the
population aged 55-64 have not improved in the last decade even though this
age group has experienced the biggest fall in mortality in the last decade (Dun
nell and Dix, 2000). Since 1981, expectation of life at birth has increased by
3.3 years for males and 2.6 for females. Of these additional years, 2 years in the
case of each sex are "healthy" additional years, and 1.3 and 0.6 are unhealthy
(Kelly, Baker and Gupta, 2000). Calculations for longer periods of time are
difficult to make because surveys did not ask appropriate questions in the past;
but if these ratios are applied to the total gains since 1950-1952, we have
6 years of additional healthy life for each sex since 1951.

Of course, the original expectation of life, at any age, would not have
consisted entirely of years of healthy life either, but for reasons explained
above we do not know if expectation of healthy and expectation of unhealthy
life have had parallel tracks over any length of time. These are not bad gains,
although different studies give different results. Methods using cohort data,
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owever, appear to capture more substantial advances in expectation of active
ife. For the United States population, for example, these new methods give
lmost double the expectation ofactive life at some ages compared with tradi
ional methods. For males in the 1990s, this amounted to 13.7 years of active
ife out of a total of 15.7 from the completed-cohort estimates compared with
.4 active years out of 15.1 for the period estimates (Manton and Land, 2000,
able 4).

6. A broader view ofdependency

An official, and more refined, projection ofdependency on various defini
ions is given in columns 2, 3 and 4 of table 11. Column 2 shows the conven
ional potential support ratio on purely demographic grounds, familiar from
revious tables. Column 3 gives the potential support ratio corrected for the
act that female pension entitlement age in the United Kingdom, still 60, will
ise to 65 from 2010-2020, following the Pensions Act, 1995. That reduces
e number of pensioners, other things being equal, by 2.2 million during the

020s and transfers them, at least nominally, to the active population. Not all
omen will work until age 65, of course, but State pensions will not be paid

ut until that age, so the revision benefits the future solvency of the National
surance Fund. Column 4 is a refinement over previous attempts to construct
more realistic support ratio. It assumes constant 2011 projected workforce

articipation rates but also takes into account the fact that not all employed
orkers actually contribute to the support of the elderly through National In

surance contributions. This is because many on low wages are paid less than
he earnings threshhold below which contributions are not imposed (in 2000,

£66.75 per week; see Government Actuary (1999), appendix, for details). Be-
ause of these deductions, the support ratio becomes even less favourable than
hat based on constant 2011 workforce participation rates. The aged, however,

are not the only dependants. The overall dependency ratio in any population,
and therefore its reciprocal, the support ratio, always includes youthful depen
dants, conventionally all those under age 15. It is a demographic commonplace
that stationary populations with different age structures have similar overall
dependency (support) ratios, which only differ in their composition, with the
elderly predominating in those with low fertility. The ratio worsens as popula
tion grows or declines. As the proportion of elderly increases with an ageing
population, that of the young declines, as column 5 shows. Perfect compensa
tion is not on offer, however, as elderly dependants are generally assumed to
cost about three times youthful ones. Column 6 weights the total support ratio
accordingly. The net resultis a slight amelioration of the future burden (see
also table 11).

7. The real retirement age and the real support ratio

The pattern of early retirement noted above means that a realistic assess
ment of support ratio trends cannot assume a real retirement age of 65: it is
already considerably lower. As noted above, the actual "support ratio" of real
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taxpayers to real pension recipients is thereby already much less favourable
than the "demographic" support. The economy has already been dealing with
a ratio of l.81 rather than 4.1 without notable distress. In this respect, we have
already seen the future, and it still works. Indeed, it should be noted that the
United Kingdom has already managed considerable population ageing and
hardly noticed it. In 1901, the potential support ratio in England and Wales
was 7.47, with only 4.7 per cent of the population aged 65 years or over. To
maintain that potential support ratio today would require the United Kingdom
population to have grown to 116 million today and to be growing at an impres
sive rate.

Comprehensive statistics on the actual age of withdrawal from work do
not seem to be available; but a simple calculation based on the unweighted
distributions at retirement age ofmembers of26 occupational pension schemes
in 1998 (Incomes Data Services (IDS), 1999, table 2) shows that their mean
age at retirement was 56.7 and the median age 54.4. That is almost 10 years
before the "official" retirement age. If that figure is representative, then it puts
a somewhat different complexion upon the figure of 72 noted above for future
retirement age in the "replacement" scenarios. If actual mean age ofretirement
now is about 56, then a simple calculation suggests that the actual age ofretire
ment needed in future to preserve the present support ratio would be 55.5 +
(72 - 65) = 62.5. In other words, preservation ofthe support ratio, even ifsolely
the "responsibility" of an upward move in retirement age, would require men
to retire only 2.5 years before they are officially expected to, instead of 9.5
years earlier as at present. This rough estimate, however, must exaggerate the
advantage from this consideration. Men with occupational pension schemes
for whom these data are available can afford to retire before men (mostly man
ual workers) dependent mostly or entirely on the State pension. Furthermore,
workforce participation into older life may well not be prolonged at very high
rates. However, a very simple calculation of the mean age at retirement based
on the distribution of male participation rates for 1998 yields a mean age of
retirement of 57.8, which is not far off the previous estimate.

8. Whosafraid oflow support ratios?

At the end of the day, the important consideration is not the simple fig
ures ofthe potential support ratios themselves but what they-imply, in a given
national demographic, workforce and economic situation, for the relative costs
of projected increases in dependency. These can be regarded as the fraction of
each year's total national economic activity devoted to supplying the goods
and services consumed by the retired, provided both by contributions (from
labour) and by returns on assets (from capital (Thompson, 2000, p. 70)). Are
these projected costs, on the taxes of workers or on national GDP, sustainable
in the light ofreasonable expectations ofeconomic growth or can they be made
so by reasonable adjustments? That is all that matters. If so, there is no need to
worry unduly about demographic abstractions such as support ratios. If not
but only ifnot-then more radical alternatives may need to be considered. The
observations below provide only a very modest answer to the question because
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they refer only to one component of this cost. Nonetheless, the answer does not
seem to be too terrifying.

9. Effects ofincome growth on pension costs

Future prospects are highly sensitive topurely fiscal and economic change.
Much depends on economic growth, the prospects for which now seem more
favourable than for a long time. With faster economic growth, employment
rates and incomes rise, and more people will be drawn into National Insurance
contribution or other taxes as their incomes cross the progressive NI thresh
olds. As a component of economic growth, unemployment or its reverse is
particularly important, as higher unemployment raises the burden of old-age
pensioners upon those currently employed. Economic growth is another way
ofdescribing the real rate ofreturn on investments and therefore on the growth
of pension funds. If real returns are just 2 per cent per annum, then payments
of 10 per cent of salary over a career of 40 years are needed to fund a pension
of35 per cent of final salary. With returns of6 per cent, well within previous
experience, the same pension could be provided with just 5 per cent of salary
(European Federation for Retirement Pensions).

In the 1980s, it was assumed that the non-accelerating inflation rate of
unemployment (NAIRU), otherwise known as the "natural level ofunemploy
ment", was inexorably increasing to 5 or even 8 per cent as a result of welfare
and technical changes (United Nations, Economic Commission for Europe,
1997), thus making the future pensions problem worse. Recent analyses sug
gest a radical change in macroeconomic relationships which may permit the
coexistence, previously thought impossible, of economic growth of between 3
and 4 per cent, continued low inflation (2-3 per cent) and low unemployment
(4 per cent). Furthermore, with higher economic growth, the relative cost of
State PAYG pensions pegged to prices, not wages, will decline in the United
Kingdom, although at the cost of the relative but not the absolute income of
recipients.

Looking at the United Kingdom case, the ratios in columns 3 and 4 of
table 11 would lead, other things being equal, to a 40 per cent increase in the
rate of National Insurance contributions over 50 years (from today's 10 per
cent to employees to 14 per cent, at the highest rate ofcontributions; employers
pay 12.5 per cent in addition, which would then become 16.5 per cent). This is
a serious but not catastrophic increase in that form oftax (that, of course, is the
impact only on State pensions, not on funded ones). It would raise the United
Kingdom tax ''wedge'' from today's 32 per cent to 36 per cent (the current
rate for production workers in France is 48 per cent, in Germany 52 per cent).
However, the ratios in column 4 assume that earnings limits for NI contribu
tions are increased in line with prices. If earnings limits at which payment of
NI is triggered were increased in line with earnings (which, given 1.5 per cent
economic growth assumed, would be higher limits), then the number of con
tributors would be reduced by 2.2 million by 2060 and the position would be
correspondingly worse. These considerations apply specifically to State pen
sion funding and only more generally to other aspects of old-age support.
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The choice between indexing to prices or earnings has significant conse
quences (table 12). Assuming 2 per cent economic growth, the overall contri
bution rate would rise by 2061 to 27.6 per cent from 20 per cent if pensions
rose with earnings, but would actually fall to 14 per cent if indexed to prices.
By the same token, National Insurance Fund expenditure would rise from 5.5
per cent of GDP to 7.7 per cent, or alternatively fall to 3.7 per cent. Even if
pensions were raised in line with earnings, however, thereby taking a higher
proportion ofworkers' incomes, 60 years ofeconomic growth would still yield
a substantial increase in real incomes. Even with the modest real growth rate
forecast of 1.5 per cent per annum, they would reach 2.4 times current real
levels (Government Actuary, 1999, p. 13). SERPS, over and above the State
flat-rate pension, complicates the story but in essence it remains the same (see
Government Actuary (1999) for more details). Expenditure on SERPS is 9 per
cent ofNI expenditure at present.

Finally, on the issue of tax, the black economy is a substantial burden on
support ratios, as many workers thereby evade contributing to State pensions
schemes but will no doubt claim a pension or equivalent welfare. Even in Den
mark, 3.6-4.5 per cent ofGDP is estimated to be within the black economy in
1994, involving about 26 per cent of the population (Mogensen and others,
1995). These figures are likely to be much higher in other European countries.
Any regularization of the black economy could bring substantial benefits to

TABLE 12. EFFECT ON CONTRIBUTIONS OF EARNINGS VERSUS PRICES INDEXATION,
UNITED KINGDOM, 2000 AND 2061

Earnings Price

Joint employee/employer contribution
rate as percentage of earnings
1999-2000 ................... " .... 20.0 20.0
2060-2061 ......................... 27.6 14.0

Nationallnsurance fund expenditure
as percentage of GDP
1999-2000 ......................... 5.5 5.5
2060-2061 ......................... 7.7 3.7

Pensions as percentage of earnings
Basic flat rate

1999-2000 ....................... 15 15
2060-2061 ....................... 15 6

SERPS
1999-2000 ....................... 17 17
2060-2061 ....................... 17 11

GDP per pensioner (1999-2000 = 100)
1999-2000 ........... " ............ 100.0 100.0
2060-2061 ......................... 105.1 50.2

Source: Government Actuary (1999).
NOTE: Figures with no decimals estimated from graph. Projections assume real income

growth of 1.5 per cent per year.
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real support ratios. Paradoxically, the black economy is encouraged, inter alia,
by high social protection costs on regular labour, in part to help pay for State
pension schemes.

All of these elements are susceptible to policy changes. The fortuitous
intervention of the European Court, for example, obliged the United Kingdom
Government to equalize its pension entitlement age for men and women. Wel
fare considerations suggested equalization at 60. Demographic imperatives
argued otherwise (Department of Social Security, 1991). Retirement age for
both sexes will be fixed at 65 from 2010-2015, occasioning at least a notional
marked improvement in United Kingdom dependency ratio trends, as noted
above. Under the United Kingdom's "Foresight" programme launched in 1993
(Department of Trade and Industry, 2000), as Karen Dunnell describes in her
paper, steps are also in hand to discourage unjustified disability-based early
retirement and to encourage later working. Tax reliefs are being removed from
private pensions taken before age 55; the tax system will make working be
yond age 65 easier; and legislation is being introduced, on United States lines,
to make age alone inadequate grounds for not hiring, or dismissing, labour.
Both employers and Government are likely to discourage favourable early re
tirement terms in occupational pension schemes (for example, through the use
of"defined contribution", not "defined benefit", schemes). Access to ill-health
early retirement is likely to be subject to more stringent criteria. "Phased retire
ment" will be encouraged whereby the pensioner continues in part-time work,
a response currently discouraged by "final salary" pension schemes where pen
sion is determined by the last level of salary, not the maximum ever reached
(Incomes Data Services (IDS), 1999).

Some countries have already started to move their retirement age back
from the original fixed limits; to 67 in the United States and to 65 in Italy and
Japan. The United Kingdom has not yet considered such action. Costs of ill
health among the elderly have not received the same attention as pensions.
Some calculations, taking into account the reduction of child dependency
costs, come to quite modest conclusions about the additional real expenditure,
at least for the United Kingdom (Ermisch, 1990). Sixty per cent of the health
expenditure on an individual is concentrated in the 12 months before death.
Sixty per cent of health expenditure therefore depends on the annual number
of deaths, which is projected to increase by 17.5 per cent in EU by 2025 (Eu
ropean Commission, 1996, p. 43).

10. A multiphasic response

No one factor can ameliorate the situation by itself except with consid
erable discomfort. We therefore need to address simultaneously as many of
these contributing factors as possible. Given the powerful effects of economic
growth, pensions reform and workforce change on the viability of systems, we
may be in danger of missing the point by concentrating too much on the outer
demographic structure rather than on the fiscal, economic and workforce struc
tures within it. What matters is whether an affordable system can be developed,
not what the potential support ratios are.
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The European Commission's Annual Review ofthe demographic situation
in Europe in 1995 (European Commission, 1996) recognized the contribution
of migration to further population increase but noted that recent immigration,
at that time declining, had not been primarily related to economic needs and
that the proportion of foreigners in the workforce had been constant for some
time. It dismissed the notion that immigration could be an adequate compensa
tion for population ageing, as it would require between 8 and 14 times even
the then current high level of net immigration (7 million per year by 2024).
Productivity growth required to meet the additional demands on the economy
created from pensions would be between 0.1 and 0.3 per cent annually up to
2005, increasing to 0.5 per cent per year by 2025. Such an additional diver
sion to pension costs would, for example, reduce a real annual GDP growth
rate from, say, 3 to 2.5 per cent. While formal retirement age is 65 in most EU
States, actual retirement age is about 60. Preservation ofthat status quo would
require actual retirement age to rise by between 5 and 6 years, to between
65 and 66 depending on which of the EU scenarios was to be chosen. (The
United Nations scenarios' "requirement" of retirement deferred to 72 or more
assumes, presumably, actual retirement at 65.) On that basis, managing the
additional costs of State pensions simply requires people to stop work when
they are "expected" to, at some time in the future-a conclusion similar to that
reached above in respect of the United Kingdom. For the United Kingdom
itself, the scenarios indicate that an annual increase in work productivity rising
to 0.8 per cent by 2025 would be needed to cover additional costs of pensions
transfers, in the absence of any other measures.

No multivariate model illustrating the simultaneous effects of parallel
changes in the support system has yet been developed for the United Kingdom
and time has not sufficed to prepare one; but some for other countries may
be approximately applicable, given the relatively favourable United Kingdom
demographic and pensions position. The scenarios shown below in table 13
do not quite match the approaches taken so far. They incorporate total depen
dency, including the falling costs due to the fall in the proportion ofdependent
children, and extend only to 2035. The assumptions on retirement age and
participation rates (not unlike the procedure adopted in an earlier section) are
that all the countries concerned will eventually adopt retirement ages and par
ticipation rates already observed in some other countries today: in Japan (for
retirement age) and Norway (for participation rates). A 10 per cent reduction in
replacement rates is also assumed.

The incorporation of all dependency (all those not working of all ages,
including children) into the equation somewhat ameliorates the expectation
of future dependency and future costs, to an increase of 10 percentage points
instead of a doubling. A similar conclusion has been reached for the United
Kingdom (Ennisch, 1990). However, the weighting of the elderly used in this
example is only twice that of a young dependant, not the three times usually
assumed. Either option by itself has a substantial and comparable effect on the
otherwise expected worsening ofdependency and contribution rates (table 13).
Both together restore the position to almost the 1995 level and, in the case of
France, Germany and Italy, to an even more favourable position, further en
hanced by a 10 per cent reduction in replacement rates (Gillion, 1999). Note,
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TABLE 13. TOTALDEPENDENCY AND CONTRIBUTION RATES UNDER
DIFFERENT SCENARIOS, SELECTED COUNTRIES, 1995 AND2035

Japan France Germany Norway Italy

Tot I dependency ratio
199 base level. .................... 46.0 55.6 50.8 48.2 59.9
203 projection

N change ...................... 55.8 63.3 61.5 56.5 69.9
o der retirement for men ........... 55.8 57.3 54.8 52.8 62.0

reased female participation ....... 52.8 59.1 57.4 56.5 60.4
B th ........................... 52.8 53.2 50.7 52.8 52.5
B th plus lower replacement rate .... 52.8 53.2 50.7 52.8 52.5

Con 'butlon rates in 2035 (percentage)
199 base level, .................... 33.8 42.9 38.3 35.8 47.2
203 projection

N change ...................... 43.1 50.8 48.9 43.8 58.2
o der retirement for men ........... 43.1 44.6 42.1 40.2 49.5
I creased female participation ....... 40.2 46.5 44.7 43.8 47.8
B th ........................... 40.2 40.5 38.2 40.2 39.9
B th plus lower replacement rate .... 37.7 38.0 35.7 37.7 37.4

Source: Gillion (1999), table 2.A.2.

NOTE:
Retirement age is that of Japan.
Women's workforce participation rates are those ofNorway.
Dependency is an overall measure here, including non-elderly dependants of all ages.
Contribution rates relate to all age groups needing support.
For dependency ratios and contribution rates, count children as 0.5 adult, pensioner as

0.75 adult.
Figures in bold indicate a more favourable outcome than the 1995 base level.

ho ever, that improvements in workforce participation rates cannot have a
er enhancing effect once they have reached their maximum level.

11. Demographic measures

The most "strategic" responses involve the number ofpeople themselves.
Th migration option, the subject of the United Nations report, need not be
me tioned further. The much more powerful, if delayed, effects of fertility
up n age structure were discussed above and do not need repeating. Turning
on immigration, to increase current large flows even further, would be easy.
T ing it off again is quite a different matter.

How changeable is the birth rate likely to be? If it does not increase spon
t ously, is it susceptible to public policy measures? There is little consensus
on either of these points despite an extensive literature. There appear to be
no limits to low fertility in the predominantly economic models that attempt
to xplain its variation (Golini, 1998). Much of the reduction in period meas
ur s of fertility, it is well known, is due to the postponement of births; but in
m st populations, the recovery of fertility rates at older ages has so far been
in fficient to compensate for the decline in earlier ages, pointing to a fall
in ompleted cohort fertility to below replacement level (Lesthaeghe, 2000;
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Frejka and Calot, 2000). Most researchers seem pessimistic about a return of
fertility to replacement rates in European countries. Nonetheless, spontaneous
recovery of fertility to levels closer to replacement might arise from a number
of processes. The delay in childbearing has not yet ended in any country and
we cannot foretell likely responseswhen it does. There may be generalpopulation
level tendencies to equilibrium. Enhanced welfare arrangements or other meas
ures that improve the status of women may remove obstacles to childbearing
(Lutz, 2000). Biological and behaviour-genetic models may provide other rea
sons why fertility should not drop to very low levels (Foster, 2000; Morgan
and King, 2001).

The prospect of higher birth rates is underpinned by the consistent find
ing, after 30 years of surveys, that European women wish on average to have
about two children (although seldom many more). Furthermore, like invest
ments, actual birth rates can go up as well as down. Several Scandinavian
countries have experienced rising birth rates since the 1980s, although that of
Sweden took a sharp downturn in the mid-1990s. The TFR in Denmark is off
its peak but in Norway it continues at over 1.8 (1.84 in 1999). In Ireland, the
TFR has remained at about 1.9 after falling below replacement level. Of the
15 EU countries plus Norway and Switzerland, 13 out of 17 had a higher
TFR in 1999 than in 1998, although the increases were mostly tiny (Eurostat,
2000, table 3). More recent French data suggest a more substantial increase to
1.9 during the first quarter of 2000. Outside Europe, Australia, Canada, New
Zealand and the United States, none of which had ever seen low birth rates,
increased their fertility above levels of the 1980s. New Zealand and the United
States continue at about replacement level. Although ethnic minority fertility is
higher than average in those countries, contrary to some views the non-minority
population also continue to have higher birth rates than almost any European
countries. In the United States (1999), the TFR in all groups increased further
from 1998 to 1999, from 2.059 overall to 2.075 (Curtin and Martin, 2000, p. 4).
Coincidentally, the latter figure is exactly the replacement rate for the United
Kingdom. In some populations, richer and better-educated women now have
more children than average; female workforce participation is no longer an im
pediment to having a third child, at least not in Scandinavia. For whatever rea
son, most national and international projections, including the GAD Principal
Projection and the United Nations medium variant, expect a modest recovery
in fertility, although one stopping short of replacement level.

If the birth rate does not increase spontaneously, is it responsive to pub
lic policy measures? Opinion here is strongly divided. Public policy effects
upon the birth rate can be intended or (more usually in the West) unintended
(Gauthier, 1996). Few Western countries explicitly attempt to increase their
birth rate although many are concerned that it is too low. Most Governments
favour welfare policies for the family (welfare payments, workplace and hous
ing policies etc.) for welfare reasons only. While these might incidentally make
it easier for women to have the number of children they say they want, most
Governments still shy away from overtly "pronatalist" measures or rhetoric.
Evaluations of the effects of welfare policies face great difficulties from the
great variety of forms of assistance from which families can benefit, within
which direct family allowances may play only a modest role (Hantrais, 1997).
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H~wever, as modem States spend between 30 and 60 per cent of national
inpome, policy measures of various sorts must affect the rationality of most
household decisions. Some studies have found evidence only for a weak effect
o welfare and fiscal changes on family size and the pattern offamily formation
( authier and Hatzius, 1997). Others report somewhat stronger effects. In the
e ly 1980s, French pronatalist measures were estimated to have added about
O. to the TFR (Calot and Chesnais, 1983). The Swedish case in particular is
cl imed to be an example of precise, if temporary, response of marriage and
bi rates and intervals to changes in relative financial advantage, including
th fertility downturn following more recent retrenchment and raised unem
pl yment (Hoem, 2000).

Family subsidies of various kinds, State childcare, preferential access to
h using in the absence of an open housing market and other measures in the
f er communist countries ofEastem Europe attempted simultaneously to pro

te female workforce participation and the birth rate. Although their attempts
often dismissed as having had no more than a transient effect in detail, they

a pear to have maintained Eastern bloc fertility at close to replacement until their
w thdrawal during the post-1990 transition period (David, 1982; United Nations,
E onomic Commission for Europe, 1999b). However, these policies operated in
a ystem of universally early marriage, limited access to modem contraception

d few social outlets as alternatives to family life. Within Western Europe, the
level offertility in the (paradoxically) familist Southern European countries,

d also in Japan, seems unlikely to be reversed without a broader shift in per
s nal and political culture. Societies with high gender inequality will continue to
s ffer lower birth rates (McDonald, 2000).

In this situation, the example ofthe United Kingdom is somewhat anoma
I us. The United Kingdom has relatively modest family support programmes
b t nonetheless maintains a relatively high birth rate. Annoyed French col
I gues have attributed this to an excess ofcareless, unplanned early childbear
i g, encouraged perhaps by specifically (unhelpful) British attitudes towards
s x education and perverse incentives in the welfare system. United Kingdom
a e-specific fertility rates in age group 15-19 are certainly anomalously high,
f ur times the EU average and large enough to distort the United Kingdom age
s ecific fertility rate profile compared with that of most other European coun-

es (Chandola, Coleman and Hiorns, 1999). Paradoxically, the only United
ingdom policy aimed at fertility is a specific target to reduce the teenage

c nception rate by half by 2010, on welfare grounds (Social Exclusion Unit,
1 99). If this was eventually successful in reducing teenage fertility to the EU
a erage, it would bring the United Kingdom TFR closer to 1.6 than its current
1 7; other things being equal, this would not help with the problem in hand.

I

I G. CONCLUSIONS

;

1 There is no "solution" to the problem ofpopulation ageing and there can
n t be one short of high rates of population growth or mass age-specific eu
t anasia. The answers to the two questions posed in the subtitle of the United

!
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Nations report (can immigration solve problems of population decline and
population ageing) are quite simple. They are respectively:

1. Yes, ifyou really think you want to.
2. No, except at rates of immigration so high that they would generate

economically and environmentally unsustainable population growth rates and
permanently and radically change the cultural and ethnic composition of the
host population: "replacement migration", indeed.

These answers are already well known to demographers. Older populations
and their problems will be a permanent feature ofdeveloped societies for the
whole future of the species, the very long-term existence of which is hence
forth absolutely dependent upon the preservation of a TFR very close to 2.

In the broadest view, to paraphrase Weil (1997, pp. 1009-1010), the costs
of population ageing arise largely from the inevitable passing of the transient
benefits of reduced fertility that were enjoyed during the twentieth century. In
the early years ofdemographic transition, this falling birth rate created a demo
graphically unstable half-century of favourable dependency ratios. Now that
these advantages have passed, resources once needed for dependent children
must be transferred to the elderly as a new long-term quasi-stable population
system is established. In the United Kingdom and elsewhere, this system has
a similar nominal dependency ratio to the previous one but a different, less
favourable composition. Change in the real support ratio is proportional to the
difference between the average age of consumption (Ae) and the average age
of production (Ay). Maximum real support ratio arises when the two averages
are the same, assuming an equal weighting ofneeds. Western populations have
moved from a position where Ae was lower than Ay, to the reverse case, where
Ay is lower than Ae, perhaps by four years, not a large number because con
sumption is highest at the beginning and the end of life (Weil, 1997, p. 981).
The delivery channels of support will also be different. Families, which made
and still make the greatest provision for children, will see the burden of trans
fers eased. A higher proportion of transfers to the elderly will pass through the
State. Hence, those populations that also have a tradition offamily care for the
elderly will suffer most, as noted above.

Specific technical conclusions need only be restated briefly. The United
Nations projections differ from those produced by the United Kingdom Gov
ernment Actuary's Department in several ways. Estimates for current United
Kingdom population, and in particular ofnet immigration, are well below cur
rent United Kingdom levels. Current United Kingdom immigration is today
so high (pro rata similar to that to the United States) that it exceeds the UN
"requirements" for population growth and workforce growth. GAD future im
migration assumptions themselves are also out of line with current trends. The
projections made by GAD on a variety of plausible assumptions yield a rela
tively restricted range offuture United Kingdom population and age structures.
Potential support ratios are about 2.5, a "required" maximum formal retire
ment age about 72, median age about 42 (table 5). These results underline the
conclusion that substantial population ageing will be impossible to avoid. No
plausible demographic change makes a big difference. None of these seem to
this author to be obviously catastrophic.
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As expected from theory, higher fertility is a more "efficient" way ofpro
tecting potential support ratio than is immigration. Increases in fertility with
r~uction of immigration would tend to minimize future population growth
w ile producing a more favourable potential support ratio. Welfare measures,
j tified on welfare grounds, might have the effect ofencouraging future fertil-

~
because they would respond to unmet need for children, helping women

t have the number of children that, on average, they say they want. United
ngdom government welfare and workforce policy seems to be moving in
.s direction, although no doubt without any demographic intent, the rationale

bing, Look after the interests of women and the population will look after it
sdlf. Large-scale migration is an undesirable alternative not just because it is an
itfficient means of reducing population ageing but because it is also likely to
p esent the host society with serious and avoidable cultural, social and political
di culties and economic costs (Coleman, 1994, 1997).

~
I In the longer term, longer survival will increasingly determine all future

p pulation ageing. Although estimates of gains in active life differ, there are
,ounds for hoping that increases in active life will make an extension ofwork

i life reasonable, as well as to some extent necessary. That aspect ofpopula
ti n ageing brings, in part, its own solution, by pushing back the real, as op
p sed to the nominal, boundaries of old age.

Potential support ratios on fixed boundaries remain a demographic ab
s action. What matters is not demographic abstractions but whether the future
c sts of dependency are sustainable in the economic and social environment of
t e future. Fiscal and workforce reforms within the demographic system offer

ch more flexible and promising ways of adapting to population ageing and
s me ofthe measures are desirable in their own right. In the view ofthis writer,
a hough it is not that of Her Majesty's Government, the issue at the moment
is how to prevent unwelcome population increase and high immigration, rather

an worrying about the consequences ofpopulation decline.
I In the United Kingdom situation, "demographic time bombs" go off only

iq the media, not in real life. Labour-market, retirement and pension reforms,
s me already under way, together with future expectations of even modest
e onomic growth and productivity, together offer the prospect of a reasonably
e ective and affordable management of this burden, although definitely not a
" olution". Consideration of real support ratios needs to take into account the
d minution of dependency from the youthful population, the successful nego
ti tion of substantial population ageing already achieved since the beginning
o the twentieth century, and the reality of actual retirement ages substantially
b low "official" retirement age.

It would greatly improve public, and governmental, appreciation of the
p oblems ofageing that confront modern societies ifthe Population Division of
t~e United Nations Secretariat, as a result of the Expert Group meeting, chose
tq diversify its approach on population ageing. It should move away from a
c~ncentration on what was already known to be an unsuitable demographic
a d social expedient in the form ofmass migration, to address a broader reper
t .ire of more realistic responses.
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POLICY RESPONSES TO POPULATION AGEING AND
POPULATION DECLINE: UNITED KINGDOM OF
GREAT BRITAIN AND NORTHERN IRELAND

Karen Dunnell*

A. INTRODUCTION

The present paper sets out the demographic prospects for the United
Kingdom of Great Britain and Northern Ireland during the next half-century
and the possible consequences of the resulting ageing of the population and
reduction in the working population. It then aims to summarize the impact that
these projections have had on government policy in the United Kingdom.

The paper has been prepared within the Office for National Statistics in
the United Kingdom. It therefore draws only on official statistics and reports
when describing the demographic situation. In the sections on policy, only
those policy statements in the public domain have been accessed.

B. POPULATION PROJECTIONS

1. Base population

The most recent population projections for the United Kingdom were
published in March 2000 (Shaw, 2000). They are based on the mid-1998 popu
lation estimates produced by the Office for National Statistics (ONS) (l999a),
the General Register Office for Scotland (General Register Office for Scot
land, 1999) and the Northern Ireland Statistics and Research Agency (Regis
trar General for Northern Ireland, 1999). The projections are produced by the
Government Actuary's Department in consultation with the Registrars General
of the constituent countries of the United Kingdom. The estimated population
in mid-1998 was 59.2 million.

2. Underlying assumptions for projections

(a) Fertility

The fertility assumption used is a cohort measure giving the average num
ber of children that women born in particular years will have. This average

*Office for National Statistics, London, United Kingdom of Great Britain and Northern
Ireland.
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completed family size has been falling from a peak of 2.5 children for women
born in the mid-1930s. It fell to replacement level for women born around 1950
and is assumed to continue to decline until the 1975 birth cohort and eventually
level off at 1.80 children per woman. This level is similar to the total (period)
fertility rate observed in the United Kingdom since the mid-1970s.

(b) Mortality

Mortality rates are based on trends in rates in recent years. These rates
have been decreasing year after year for every age group except young adults.
Ithas been assumed that the annual reduction in mortality rates will tend to
wards a reduction of about 0.5 per cent a year at all ages by 2032-2033.

Life expectancy at birth is assumed to rise from 74.9 years in 1998-1999
to 78.5 years in 2020-2021 for males, and from 79.7 to 82.7 years for females.
Life expectancy is assumed to continue to increase in the longer term, although
the rate of improvement is assumed to diminish. On this basis, life expectancy
at birth for males and females in 2051 will be about 80 and 84 years, respect
ively.

(c) Migration

Net international migration fluctuates considerably from year to year in
the United Kingdom. However, the underlying trend has been upward, with
annual net migration in the four years leading to mid-1998 averaging over
1([)O,OOO persons per year. The estimate for 1998 as a whole is 178,000 (Of
fice for National Statistics (ONS), 1999b), the highest figure on record. These
figures have been used for the short-term projections but for 2001-2002 on
ward an assumption of 95,000 has been used. Analysis of surveys and other
sources suggests a levelling off of the recent increase in inward migration.
Nevertheless, this value is considerably higher than the previous assumption
of 65,000 incorporated in the mid-l 996 projections, and more than double the
latest United Nations medium-variant assumption.

The trends informing these assumptions and the assumed levels them
selves are shown in the figure.

3. Totalpopulation projections

. The population of the United Kingdom is projected to increase gradually
from 59.2 million in 1998 to reach 63.6 million by 2021. This is equivalent to
an average annual rate of growth of 0.3 per cent. Just over half the projected
4;4 million increase between 1998 and 2021 is attributable to net inward
migration. The remainder is due to projected natural increase (more births than
deaths). Longer-term projections suggest the population will peak at nearly
65 million in the year 2036. The population would then gradually start to fall,
declining to about 64 million by the middle of the next century.
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Assumptions for 1998-based nationalpopulation projections, UnitedKingdom

(a) Totalfertilityrate (TFR)and averageoompleted familysize (CFS),' 1951-2021
3.0
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'CFS relates to cohort born 28 years earlier, 28 years being roughly the mean age at
childbearing.Assumed CFS is given for cohorts that have not yet completed childbearing.
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C. DEMOGRAPHIC CONSEQUENCES OF UNITED KINGDOM

POPULATION PROJECTIONS

1. Age distribution

Table 1 summarizes the projected structure of the population. It will be
co~e gradually older with the median age of the population rising from 38
years in 2001 to 44 years in 2041, when it is expected to stabilize.

I The number ofchildren under age 16 is projected to fall by 6.5 per cent by
2011 and remain about 11.3 million for a further 20 years. They will represent
just 17 per cent of the total population.

The effect of the ageing of the population can also be seen by the increas
ing proportion of people aged 60 or more. In 200 I, this group represents 20
pet cent of the total. By 2031, it will be 30 per cent of the total, levelling at 31
pet cent by 2051. The proportion in the oldest, 75+ age group is projected to
double from 7 to 14 per cent over the 50-year period.

I The working-age population will also become much older on average.
Little change is projected in the number of adults under age 30. However, as
the baby-boom generations of the mid- I960s age, the size ofolder age groups
will change markedly. Age group 30-44 is projected to fall from 13.3 million
in !1998 to 12.1 million in 2021, but age group 45-59 is projected to increase
by nearly one quarter over the same period, from 10.8 million in 1998 to 13.3
minion in 2021.

2. Dependencyratios

Currently in Great Britain, only about 55 per cent of men and 30 per cent
ofwomen in age group 60-64 are economically active (Armitage and Scott,
19P8). Current eligibility for State pensions begins at age 60 for women and
ag~ 65 for men. Between 2010 and 2020, State retirement age will gradually

TABLE I. PROJECTED POPULATION, AGEDISTRIBUTION,
UNITEDKINGDOM, 2001-2051

(Percentage)

2001 2011 2021 2031 2041 2051

0-1,5................. 20 18 18 17 17 17
16.,29................ 18 18 17 16 16 16
3044 ................ 23 20 19 19 18 18
45-59 ................ 19 21 21 18 19 18
60..74 ................ 13 15 17 19 17 17
75+ ................. 7 8 9 11 13 14

Medianage ........... 38 41 42 43 44 44
Thousandsof persons ... 59954 61773 63642 64768 64781 64089

Source: Shaw(2000).
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be equalized at age 65 for both men and women. This makes calculation and
interpretation of dependency rates based on State pension ages more complex
than usual.

Table 2 shows that the overall dependency ratio will continue its current
downward trend to 586 dependants per 1,000 persons of working age in 2021
when the increase in women's retirement age is complete. It will then rise
rapidly, with the longer-term projections suggesting a levelling off at about
700 per 1,000 from the mid-2030s. This is a level similar to that in the United
Kingdom in the 1970s, when children, rather than the elderly, constituted the
majority ofdependants.

3. Labour-forceprojections

Because not all persons of working age are economically active, short
term projections of the size and composition of the labour force are an impor
tant addition to our information about future populations. The latest published
projections for Great Britain are for the years 1998-2011 (Armitage and Scott,
1998).

As can be seen from table 3, the labour force is expected to increase slowly
during the first decade of the century. Fifty-five per cent of the increase is at
tributable to demographic projections. Activity rates for men in all age groups
except the youngest have been decreasing over the last 20 years. This trend is
projected to continue. In contrast, the rates for women are increasing and pro
jected to continue. The result, as can be seen in the table, is very little change
in economic activity rates overall.

4. Trends in health

A recent analysis of trends in health indicators for people aged 55-64
(Dunnell and Dix, 2000) raised many questions about whether health in this
age group was improving in the way that mortality rate reduction suggests.
There were signs of increasing or unchanging health problems in relation to
some cancers, obesity, common chronic illnesses, self-reported health and

TABLE 2. DEPENDENCY RATES, UNITED KiNGDOM, 2001-2051

Dependants per 1.000 persons of
working age 2001 20ll 2021 2031 2041 2051

Under age 16 ............ 325 294 282 291 288 287
Pensioners .............. 291 309 304 381 417 412

TOTAL 616 603 586 672 705 700

Source: Shaw (2000).
NOTE: Working-age and pensionableage populations based on State retirement age for given

year.Between2010 and 2020, State retirementage will change from 65 years for men and 60 years
for women, to 65 years for both sexes.
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TABLE 3. SIZE OFTHE LABOUR FORCE, GREAT BRITAIN, 2001 AND 2011

(Thousands)

2001 2011

Men aged 16-64 .
Women aged 16-59 .
Alii·····································
All Includingthose over retirement age .

Activity rates"
Men .
Women .
All .

15686
12346
28031

28963

84.4
73.1
79.0

15752
12852
28604

29768

81.7
75.4
78.8

Source: Armitage and Scott (1998).
aAs a percentage of men aged 16-64and women aged 16-59.

blood pressure levels. Improvements were found in smoking levels, lung can
cer' and dental health. Healthy life expectancy may be increasing, but not by as
much as life expectancy. This conclusion was confirmed by a cohort analysis
of some of the same health survey data (Evandrou and Falkingham, 2000): "In
short, the evidence on the health of future elders is somewhat mixed. Thus, it is
premature to assume that tomorrow's elderly will be healthier than today's."

5. Householdprojections

There are several significant trends in family formation and dissolution
patterns in the United Kingdom that affect projections of households. Projec
tions for England are prepared by the government department responsible for
housing (King and others, 2000). In the United Kingdom, people are marry
ing later and divorcing more. These patterns are also reflected in increasing
common informal unions-i-cohabitation. Thus, significant increases in single
person households are expected among both younger and older groups in the
population. Whereas the total population of England is expected to increase by
7 per cent, the number of households is expected to rise by 14 per cent, from
21 million to 24 million, by 2021.

D. GOVERNMENT RESPONSES TO THE AGEING OF THE POPULATION

The Government of the United Kingdom has been aware of the ageing of
the population for many years. The increasing importance of older people for
thd economy and government services has led to several initiatives designed
to improve awareness of, and thus services for, older people. For example, the
Government of the United Kingdom has a ministerial group on ageing, has
published the findings of a Royal Commission on Long-term Care and has a
central group working on "Active Ageing" which has produced several reports;
but foremost in respect of the look into the future, in terms of the identification
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of policy options for the public, private and voluntary sectors and individuals,
is the Government's Foresight Programme.

1. Foresight Programme

The Foresight Programme was launched in 1993. It is driven by the goals
of increasing wealth creation and improving quality of life. The programme
brings together business, government, the science base and others to identify
the threats and opportunities that we are likely to face over the next 10 or 20
years. It has a panel-based structure and operates on a five-year cycle. The new
round began in 1999. Each panel is carrying out a wide consultation looking at
the future for a particular area. One of the three high-level thematic panels is
the Ageing Population Panel. Its consultation document (Department ofTrade
and Industry, 2000) was launched in May 2000. A report on the results was is
sued in December 2000.

The consultation document sets out the demographic situation and then
explores issues, opportunities and challenges in five priority areas: labour, lei
sure and learning; finance; health care; design for living; and information and
communication technology (lCT).

This paper now draws together the kinds of policy options that the Fore
sight panel has identified for consultation:

(a) Labour, leisure and learning:

• Age should become irrelevant in the labour market; value should
be based on skills and competencies;

• Removal of set retirement ages;

• Reducing numbers of older employees will cease to be an option;

• Employers will need to develop schemes to retain older workers
and maintain their skills;

• Respond to increased demand for learning and new methods, for
example, information technology-based;

• Learning will be required for labour and leisure purposes;

(b) Finance:

• Government to have a key role in highlighting need for higher
savings to pay for extended retirement with less State provision;

• Public/private partnership to ensure support for all;

• Greater use of capital tied up in housing would require a regula
tory framework;

• Government to introduce "staged pensions" whereby the State
pension would rise at higher ages to compensate for the length
ening of retirement;

(c) Health care:

• Need to cope with growing demand for health care and new
treatments;
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• Need to cope with increasing social polarization and diversity
among future cohorts ofolder people;

• Increased demand for public caregivers and social changes are
likely to limit informal caring;

• Implications for training of health professionals;

• Increased expectation that older people will take charge of their
health;

(d) Design for living:

• Impacton regulations etc. for localplanning,housingand transport;

(e) leT:

• Need to avoid emergence ofelectronic disenfranchisement. This
is important for the Government as it seeks to use electronic
means to deliver services and information to citizens.

This Foresight Programme consultation document identifies the wide va
riety of directions that policy could take in future years. Much but not all of
United Kingdom government policy works within a three-year planning and
finance cycle which tends to constrain longer-term policy-making. There is
also a strong and increasing devolution ofpolicy-making and service provision
away from central government. The paper now goes on to look at some of the
policy responses to the ageing population so far.

2. Employment and training

Key aspects of the Government's labour-market policies include promot
ing job creation and helping people to overcome the barriers preventing their
moving from welfare into work. The policy emphasis is partly driven by the
high levels of unemployment experienced in the 1980s and early 1990s and
heavy dependency of young families on State benefits. However, the rapidly
changing world economy has made education and training among the Gov
ernment's top priorities to ensure that the United Kingdom workforce has the
necessary skills to meet the challenges. There are now many national and local
organizations supported by government that aim to increase skills and compe
tencies at all levels.

The United Kingdom is also an important supporter of the European
Union (EU) "Employability Initiative". This stresses skills and adaptability
as essential in the developing economy. Equal opportunity is also a strong ele
ment of this initiative. Moves towards more flexible working arrangements
not only improve equality but attract more and more women-and possibly, in
future, older workers-into the labour force.

The equality imperative was the driver behind the United Kingdom's re
cent planned increase in the State retirement age for women. The current ages
of65 for men and 60 for women were unacceptable. It was the foreseen demo
graphic trends that led to the common age of retirement at 65 rather than at 60.
This transition will take place between 2010 and 2020. There are no current
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moves to increase this age-indeed, the current trend in the United Kingdom
is towards earlier retirement.

The Government is aware of the potential problems of this trend continu
ing. It has commissioned a report and accepted the recommendations made
(Cabinet Office, 2000). These fall under four headings:

Changing the culture to raise expectations of older people and stop
making judgements based ontheir age range rather than ontheir true
value and potential;

Enabling and encouraging over-fifties to stay in work;

Helping and encouraging displaced workers to re-enter work;

Helping older people to make use oftheir skills and experience for the
benefit of the wider community.

These initiatives build on the ideas set out in the Foresight Programme
and will be driven forward by the central Active Ageing team.

Some public bodies are already responding to current and predicted fu
ture shortages of skilled staff. For example, in 1999, the Department of Health
issued a consultation booklet (Department of Health, 1999a) on improving
working lives in the National Health Service (NHS). It noted that ''women
make up the majority of the NHS workforce. More flexible and part-time train
ing and working patterns are essential if we want to maximize their contribu
tion throughout their careers." One aspect of flexibility is retirement and a
circular on flexible retirement was issued to NHS in July 2000 (Department
of Health, 2000). It announced the availability of guidance booklets and sum
marized its proposals:

An increasing number of NHS staff are over age 50. Extending the
contribution of staff pre- and post-retirement is an essential part of
a Trust strategy to expand the workforce and tackle vacancies. The
guidance booklets enclosed with this circular give information to em
ployers and staff on the benefits of offering flexible working patterns
to those nearing retirement, or who have recently retired. It also in
cludes information about the pension implications;

Additional funding was available to Trusts encouraging staffplanning
to retire shortly to defer their retirement until spring 2001 ;

A letter would be sent to recently retired nurses under age 65 drawing
their attention to this initiative and to ways through which they can
come back to work in NHS, especially over the winter months.

This policy initiative on the part of NHS is very important in the United
Kingdom. NHS is one of the largest employers in the world, the largest in the
United Kingdom, with a workforce of nearly 1 million people.

3. Health and care

Older people are the heaviest users of health and care services, with uti
lization increasing with age. The ageing of the population has always there-
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fore to be taken into account in government resource allocation, because most
health services in the United Kingdom are publicly funded. Real increases of
6.3 per cent annually have recently been announced with an acknowledgement
that older people will be among the principle beneficiaries. The large number
of health and care initiatives relevant to the older population focus on improv
ing the quality and coherence of services in the next few years.

However, there has been a major policy development on the public-health
front. This strategy was set out for England in 1999 (Department of Health,
1999b) with similar strategies for the other United Kingdom countries. The
two main aims are:

To improve the health of the population by increasing the length of
people's lives and the numbers of years people spend free from ill
ness;

To improve the health of the least well-offpeople in society.

The strategy recommends actions to combat the four major causes of
premature death and avoidable ill health: cancer, coronary heart disease and
stroke, accidental injury and mental illness. While many of the policy recom
mendations address the underlying causes of ill health and inequality, most of
the targets for 2010 are expressed in terms of reducing mortality.

4. Pensions

Over the next 50 years, the number ofpeople over State pension age in the
United Kingdom is forecast to increase by 44 per cent. The new United King
dom framework for pensions (Department of Social Security, 1998) has been
developed with a long-term view and also reflecting the growing role of pri
vate pension provision. However, the Government does recognize the signifi
cant problems ofpensioners who are entirely dependent on State pensions and
benefits. Since 1981, the gap between the richest and poorest pensioners has
grown. Women tend to fare worse than men. This is because of their different
working patterns resulting in a lower likelihood ofan occupational pension and
greater life expectancy. It is estimated that if current policies are not changed,
by 2025 one in three of the retired could have to rely on income-related State
benefits in their retirement. Strategies to improve this situation that are being
embodied in new legislation include:

The basic State pension's remaining the key building block of the sys
tem and continuing to be increased at least in line with price indexes;

A new second-tier State pension for employees which is more gener
ous for low earners;

A new framework for flexible, secure, value-for-money pension
schemes;

Improved pensions education and the provision of an annual pension
statement to every adult;

A means-tested guaranteed minimum income.
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These improvements are expected to lead to changes that will allow the
Government to meet the demographic challenge while delivering a decent in
come in retirement for everyone and maintaining public expenditure at prudent
levels. State spending is expected to increase but income from private pensions
will increase even more. Currently, about 60 per cent of pension income is ac
counted for by the State and 40 per cent by the private sector. With the reforms,
the State's share is expected to fall to about 40 per cent by 2050. On current
projections, State spending on pensions is not expected to increase as a propor
tion of gross domestic product (GDP).

5. Immigration

As can be seen from the section on population projections, net migration
is the most difficult area on which to make assumptions. In the United King
dom, immigration is greater than emigration, with the projected net migration
at 95,000 per year. There is a large body oflegislation determining the right to
reside in the United Kingdom and controls have generally tightened over the
last 30 years, easing somewhat since 1997. At the same time there has been
increased freedom to live and work in the United Kingdom for members of
the European Economic Area. The United Kingdom also has a tradition of re
ceiving asylum-seekers; these have increased in number in the last few years,
although less than one in five are granted asylum.

One of the suggestions in the United Nations work is that immigration
could partly help solve the problem of a declining workforce and increasing
dependency ratio. The Government of the United Kingdom is currently re
thinking its policy in this area, the demographic situation being one of the
drivers. There is recognition that some of the country's skill gaps could, to
some extent, be filled with workers from abroad. This was the case after the
Second World War when large numbers ofpeople moved to Great Britain from
Commonwealth countries to fill gaps in particular industries. This was mainly
in response to recruitment campaigns by various large employers rather than to
a central government initiative.

NHS is a major public sector employer. It has always depended to a sig
nificant extent on workers from abroad. Again, it is recognizing the value of
recruiting from abroad and has issued guidance to NHS organizations (De
partment of Health, 1999c). This focuses on the area of nurses and midwives,
where needs are most acute, but is also applicable across the range of non
medical professions.

6. Populationpolicy

The United Kingdom policy on population was presented to the Inter
national Conference on Population, held in Mexico in 1984, and the Interna
tional Conference on Population and Development, held in Cairo in 1994. The
following statement was presented and remains the official United Kingdom
policy (Office for National Statistics (ONS), 1993).
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"The United Kingdom Government does not pursue a population
policy in the sense of actively trying to influence the overall size of the
population, its age structure, or the components of change, except in the
field of immigration. Nor has it expressed a view about the size ofpopula
tion, or the age structure, that would be desirable for the United Kingdom.
Its primary concern is for the well-being of the population, although it
continually monitors demographic trends and developments. The current
level of births has not been the cause of general anxiety. The prevailing
view is that decisions about fertility and childbearing are for people them
selves to make, but that it is proper for government to provide individuals
with the information and the means necessary to make their decisions ef
fective. To this end, the Government provides assistance with family plan
ning as part of the National Health Service. The 'ageing' of the population
does raise social and economic issues. However, it is believed that these
will prove manageable; and also, to a degree, that society will adapt.

"The Government takes population matters into account in formu
lating economic and social policy. Many aspects of economic and social
policy will, of course, influence population change."

As we have seen from this brief summary of United Kingdom policy re
sponses to long-term demographic change, few policy areas are significantly
driven by the long-term prospects. This reflects a policy where the changes are
perceived as being manageable and society adaptable. The central Active Age
ing initiative and the Foresight Programme aim to encourage a longer perspec
tive, particularly in the areas of science, technology and employment.
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LONG-RANGE DEMOGRAPHIC PROJECTIONS AND
THEIR IMPLICATIONS FOR THE UNITED STATES
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A. OFFICIAL PROJECTIONS OF THE UNITED STATES POPULATION

The United States Census Bureau released its most recent long-range
demographic projections in January 2000 (United States Census Bureau,
2000). The new series is similar to earlier Census Bureau projections, but ex
tends the projection horizon 20 years further out than previously issued series,
to the year 2100. In addition, the new projection series allows both fertility and
international migration to vary over time, versus the more typical assumptions
of constant values incorporated in earlier projections.

1. Assumptions

(a) Fertility: The period total fertility rate (TFR) of the United States of
America has been relatively high by the standards of industrialized countries.
In 1997, the reported rate was 2.0325, and this period measure has remained
relatively constant since 1989.

For the "short-term" period of the Census projections, defined as 1999
2025, "target total fertility rates" were set on the basis of both demographic
theory and adjusted data on birth expectations (adjusted following the method
suggested by van Hoorn and Keilman (1997)). These "targets" were set sepa
rately for five race/Hispanic or non-Hispanic origin groupings (United States
Census Bureau, 2000, pp. 8-9).

For the "long-term" period, 2025-2100, the Census projections adopted
two key assumptions: that the period total rate would slowly stabilize, and that
current and prospective substantial fertility differentials among the five race/
Hispanic origin categories would slowly converge.

The central impacts of these assumptions need to be clearly understood.
As may be seen in table 1, the middle-variant projections assume that the
total fertility rate ofwhite/non-Hispanic women, reported to be 1.833 in 1999,
would rise to 2.0433 by 2050, while that for black/non-Hispanic women would
increase from 2.0784 in 1999 to 2.1133 in 2050. Over this same period, the
fertility rates of Hispanic women are projected to decline from 2.9205 in 1999
to 2.5628 in 2050. The low- and high-variant projections also include a clear

*Alfred P. Sloan Foundation, New York, United States ofAmerica.
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TABLE1. PROJECTED TOTAL FERTILIlY RATES BYRACEANDHISPANIC ORNON-HISPANIC ORIGIN, 1999-2100

(Rates per 1,000 women as of1 July; resident population)

Lowest series Middleseries Highest series

Race and Hispanic origin 1999 2025 2050 2100 1999 2025 2050 2100 1999 2025 2050 2100

Total ................ 2035.8 1 865.5 1799.7 1 632.1 2047.5 2206.8 2219.0 2182.9 2059.2 2557.5 2646.8 2737.4

White, non-Hispanic .... 1822.9 1725.5 1668.8 1552.5 1 833.0 2030.0 2043.3 2070.0 1 843.2 2334.5 2417.9 2587.5
Black, non-Hispanic .... 2066.9 1 802.0 1725.9 1575.0 2078.4 2120.0 2113.3 2100.0 2090.0 2438.0 2500.8 2625.0

w
American Indian, non-

.j::.. Hispanic"........... 2407.2 1929.5 1823.9 1620.1 2420.6 2270.0 2233.3 2160.0 2420.6 2270.0 2233.3 2160.0

.j::.. Asian, non-Hispanic" ... 2216.6 1 845.5 1759.5 1590.9 2229.0 2 171.2 2 154.5 2121.2 2241.4 2496.9 2549.5 2651.4
Hispanic origin'........ 2904.3 2275.7 2092.9 1750.4 2920.5 2677.3 2562.8 2333.8 2936.7 3078.9 3032.6 2917.2

White ................ 1998.0 1 867.4 1806.5 1640.3 2009.5 2210.2 2230.1 2198.0 2021.0 2563.9 2667.5 2764.5
Black ................ 2110.1 1 836.7 1760.4 1598.8 2121.9 2164.1 2 159.1 2131.0 2133.8 2493.5 2558.6 2663.6
American Indian" ...... 2492.5 2003.9 1893.5 1663.9 2506.6 2366.3 2329.4 2224.3 2520.8 2736.1 2774.9 2791.3
Asian" ............... 2264.9 1 877.8 1 785.5 1603.8 2277.4 2205.8 2180.8 2134.7 2289.9 2531.4 2573.8 2664.6

Source: United States Census Bureau, Internet release date: 13 January 2000, table B.
·"American Indian" is used to describe the American Indian, Eskimo and Aleut populations.
b"Asian" is used to describe the Asian and Pacific islander population.
'A person of Hispanic origin may be of any race.



pattern ofconvergence over this period in the fertility behaviour of these three
groups. Should the assumed convergence pattern not occur, in other words, if
fertility rates of the white and black non-Hispanic groups over the coming half
century prove to be lower than projected and/or that of the Hispanic group prove
to be higher than projected, the proportionate contribution of these groups to
demographic change would depart from those calculated in the projections.

High- and low-fertility assumptions were incorporated in projection vari
ants. These were calculated by inflating and deflating the middle series by
specified proportions. These inflation/deflation proportions were calculated as
linear interpolations rising from zero in 1998 to 15 per cent in 2025. From
2025 to 2100, the inflation/deflation proportions were linearly interpolated to
increase from 15 to 25 per cent (United States Census Bureau, p. 11).

(b) Mortality: Current United States mortality data show substantial
disparities between males and females, and among race and ethnic groups. The
male/female and white/black mortality differentials have not demonstrated a
consistent trend during the twentieth century, increasing during some periods
but decreasing during others.

For the purposes ofits long-range projections, the Census Bureau assumed
a small convergence between male and female mortality, and more substantial
narrowing ofmortality disparities among race/Hispanic or non-Hispanic origin
groups.

Low- and high-mortality variants were based on the 95 per cent confi
dence interval reported by Lee and Tuljapurkar (1998). The quantitative out
comes of these assumptions may be seen in table 2.

(c) International migration: The new Census Bureau projections in
clude a departure from the Bureau's previous practice, in which a constant nu
merical value and a constant set ofdemographic characteristics were assumed.
Instead, the new projection series constructively allows the level and charac
teristics of international migration flows to change over the projection period.
It also incorporates some limited feedback on assumed future migration from
the characteristics of the projected basis population (for example, immigration
is increased as the projected growth in the size of the United States population
ofworking age declines).

However, while there is some limited feedback of this type allowed, the
Census Bureau notes that it was "not able to develop a dynamic model for
future international migration that reflects adequately the current base series
information, yet conforms to any unifying theory of future change" (United
States Census Bureau, p. 16).

For the short term to 2020, the new assumptions are that the rapid rise in
legal immigration during the 1990s is a consequence primarily of the large
scale legalization of more than 3 million illegal immigrants during the 1980s,
many ofwhom were able to become United States citizens and then to sponsor
the legal immigration of immediate relatives with no numerical limitations.
The Bureau assumes that this is a time-limited phenomenon which will peak
shortly after 2000, and then decline gradually to zero. 1
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Additional important assumptions are also adopted. Interestingly, these
operate in the same direction of producing immigration flows that rise dur
ing the early years of the projection period, but then stabilize or decline. In
particular:

(a) It is assumed there will be "no change in immigration policy that
would result in any change in the quantity of immigrant visas available in
numerically limited legal categories between 1998 and 2020" (United States
Census Bureau, p. 17);

(b) The flow of refugees to permanent residence is assumed to increase
until 2000 and then decline to 2020;

(c) The level of undocumented migration from Mexico and Central
America is assumed not to change.

For the first decade ofthe longer-term projections, from 2020 to 2030, the
Bureau assumes that migration to the United States would increase by nearly
one third, from about 1.09 million to 1.45 million per year. This assumed in
crease is posited as a kind of balancing response to the projections' own pro
jected increases in the United States "dependency ratio" during that period, as
the large post-war baby-boom cohorts pass age 65 (see discussion of this age
boundary elsewhere in the present paper). Following 2030, the assumed level of
net immigration is assumed to remain numerically constant (and hence to consti
tute a declining fraction ofa growing population base) for the middle series.

As to "high" and "low" variants, the Bureau emphasizes that its goal is:

" ... to establish a candid view of the uncertainty surrounding the
middle series projection ... The margin ofuncertainty around the middle
level assumption is, ofnecessity, relatively wider for international migra
tion than for births and deaths. The exogenous character of this compo
nent, and its reliance on unpredictable external factors such as the internal
policy environment and world events, as well as the lack of demographic
determinism in its projection, ensure a comparatively high level ofuncer
tainty for this component" (United States Census Bureau, p. 19).

To be specific, the "high" immigration assumption exceeds the middle se
ries by zero in the base year of 1998, by 75 per cent in 2010 and by 150 per cent
in 2100. The "low" variant deviates below the middle series by the reciprocal of
these same multipliers, that is to say, 1.0 for 1998, 0.57 for 2010 and 0.40 for
2100 (United States Census Bureau, p. 20). The numerical levels ofnet interna
tional migration that result under the middle assumption appear in table 3.

2. Projected population size under projection variants

Under all three of the above variants, the Census Bureau projections show
the United States population continuing to grow in size up to the year 2050, the
end of the period under discussion here (see table 4). From the base population
of about 270 million in 1998, the middle series projects an increase of nearly
50 per cent, to nearly 404 million. The projected increase for the low series is
16 per cent, to 314 million, and for the high series the comparable projection is
an increase of over 100 per cent, to 553 million.
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TABLE2. PROJECTED LIFEEXPECTANCY AT BIRTH, 1999-2100

(In years; as ofI July; resident population)

Lowest series Middle series Highest series

/999

Total population (male) . . . . . . . . 74.0
Total population (female). . . . . . . 79.7

2025

76.5
82.6

2050

79.5
84.9

2/00

85.0
89.3

/999

74.1
79.8

2025

77.6
83.6

2050

81.2
86.7

2100

88.0
92.3

1999

74.1
79.8

2025

79.1
84.6

2050

83.8
88.4

2100

92.3
95.2

w
.j:>..
-.l

Source: United States Census Bureau, Internet release date: 13 January 2000, table C.

TABLE3. NET MIGRATION ASSUMPTIONS, 1995-2050,
UNITEDSTATES CENSUS MIDDLE SERIES

(In thousands)

Peryear Sum

1995-2000 .
2000-2005 .
2005-2010 .
20/0-2015 .
2015-2020 .

. 2020-2025 .
2025-2030 .
2030-2035 .
2035-2040 .
2040-2045 .
2045-2050 .
Total, 1995-2050 .

915
951
872
713
734
751
912

1061
1061
1061
1061

4575
4755
4360
3565
3670
3755
4560
5305
5305
5305
5305

50460

Source: United States Census Bureau, Internet release date: 13 January
2000, table E.



TABLE 4. TOTAL PROJECTED POPULATION, UNITED STATES CENSUS BUREAU SERIES:
LOWEST SERIES (L.S.), MIDDLE SERIES (M.S.) AND HIGHEST SERIES (H.S.)

(In thousands as of1 July; resident population)

Average annual
Population percentage change

Year L.S. MS. H.S. L.s. MS. H.S.

1998 (estimate) ........ 270299 270299 270299
2000................. 274853 275306 275816 0.84 0.92 1.01
2025................. 308229 337815 380397 0.46 0.82 1.29
2050................. 313 546 403687 552757 0.07 0.71 1.49
2100................. 282706 570954 I 182390 -0.21 0.69 1.52

Source: United States Census Bureau, Internet release date: 13 January 2000, table A.

In all such cases, the projected totals of the projections released in Janu
ary 2000 exceed by a substantial margin the comparable projected numbers
released in 1996. In all three variants, the projected numbers for 2050 are at
least 10 per cent larger.

3. Projected changes in age composition

As is well known, the United States (along with only a small number of
other countries, including Canada, Australia and New Zealand) experienced a
far larger and longer-lived baby boom than did most industrialized countries
after the Second World War.The United States baby boom extended over nearly
two decades, from 1947 to 1965. Fertility rates did not peak until 1957, and
the largest birth cohort was not seen until 1959. As a result, the age structure of
the United States is characterized by a baby-boom bulge in its age composition
that is both higher in amplitude and wider as to its current age range than in
most other such countries. In 2000, the large baby-boom cohorts are (roughly)
in the age range 35-54. If one is willing to accept the arbitrary age boundary of
65 as indicative of entry into "aged dependency" (but see discussion, below),
this implies that the "dependent" category will begin to grow rapidly in size
around 2011, and the largest cohorts will enter this age category in the middle
of the third decade of the twenty-first century.

Thus, if measures such as the "aged dependency ratio" (defined as the
number aged 65 years or over divided by the population aged 15-64, expressed
as a percentage) are used to assess demographic ageing, it follows that such
ratios can be expected to increase rapidly after 2010. Such a trend can indeed
be seen in the Census Bureau projections. In the middle series, the aged depen
dency ratio, so defined, is projected to rise from 19.1 per cent in 2000 to 33.9
per cent in 2050 (United States Census Bureau, 2000, table F).

The projection variants on international migration also differ in this re
gard. However, although the quantitative differences in the migration assump
tions are quite large among the variants, the impacts on the aged dependency
ratio are relatively modest: whereas in the middle-migration variant this ratio
rises from 19.1 in 2000 to 33.9 in 2050, in the high-migration variant the in-
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crease is from 19.1 to 30.3, and in the low-migration variant from 19.2 to 36.1
(United States Census Bureau, 2000, table F). In short, the trajectory of this
ratio is driven primarily by the lagged effects of the post-war baby boom.

4. Comparisons ofUnited States Census and United Nations assumptions

The assumptions about fertility, mortality and net immigration embodied
in the two projection series differ quite substantially. The fertility assumptions
of the United Nations projections for the United States population are sum
marized in table 5. Though the time intervals differ somewhat, these may be
compared in rough terms with the fertility assumptions adopted by the United
States Census Bureau, as set out in table 1 above.

As may be observed, the United Nations fertility assumptions are gener
ally lower than the Census Bureau assumptions. For example, the "low vari
ant" United Nations assumptions in 2025-2030 and again in 2040-2050 for
total fertility rate (per woman) are 1.50, whereas the "lowest series" Census
Bureau assumptions for 2025 and 2050 are 1.865 and 1.80, respectively. Sim
ilarly, the United Nations fertility assumptions in the "medium variant" for
these same years are 1.90 and 1.90, versus 2.21 and 2.22 in the Census Bureau
projections.

The differences in assumptions about future mortality may be examined
by comparing table 6 with table 2. Here the assumptions are quite close for
the periods around 2000 and 2025, but for the later period the United Nations
assumptions about life expectancy are considerably lower than those of the
United States Census Bureau.

Finally, the two projection series also differ substantially in their assump
tions about the magnitudes and trajectories of future net migration. Table 7
presents the two sets of "middle" assumptions side by side. The United Na
tions projections are set a constant 760,000 per year over the projection period.
Meanwhile, the Census Bureau's experiment with allowing limited feedback to
produce rises and falls in net migration, coupled with the specific feedback as
sumptions adopted in this regard, produces an initial short-term rise in net mi
gration, followed by a two-decade-Iong decline, and by a subsequent increase
to 2030, at which point the Census migration assumption is held constant. It
should be noted that the cumulative effect of such differing assumptions is
quite substantial over the 55-year period in question. Overall, the assumed net
flow of immigrants to the United States is 8.66 million higher in the Census
projections than in those produced by the United Nations-a difference ofover
20 per cent.

B. CONSEQUENCES

Before entering into any discussion ofpossible consequences of such pro
jections, it is essential to underline just how uncertain the future demography
of the United States truly is beyond the short term. Here one must be both clear
and forceful: the uncertainties are many in number, and large in magnitude.

349



Low variant

TABLE 5. UNITED STATESFERTILITY ASSUMPTIONSIN UNITED NATIONS PROJECTIONS

(Totalfertility rate (per woman))

Mediumvariant High variant

2000-2005

1.80

2025-2030

1.50

2040-2050

1.50

2000-2005

1.93

2025-2030

1.90

2040-2050

1.90

2000-2005

2.13

2025-2030

2.30

2040-2050

2.30

w
VI
o

Source: Replacement Migration: Is It a Solution to Declining andAgeing Populations? (United Nations publication, Sales No. E.O1.XIII.19), table A.15.

TABLE 6. UNITED STArES LIFE EXPECTANCY ATBIRTH IN UNITED NATIONS
PROJECTIONS FOR 2000-2005, 2025-2030 AND 2040-2050

(In years)

Total population (male) .
Total population (female) .

2000-2005

74.2
80.6

2025-2030

77.3
83.0

2040-2050

78.8
84.4

Source: Replacement Migration: Is It a Solution to Declining and Ageing
Populations? (United Nations publication, Sales No. E.01.XIII.l9), table A. 15.



TABLE 7. COMPARISON OF NET MIGRATION ASSUMPTIONS, 1995-2050,FOR UNITED
NATIONS MEDIUM VARIANT AND UNITED STATES CENSUS MIDDLE SERIES

(Thousands)

United Nations United States Census
medium variant middle series

Peryear Sum Peryear Sum

1995-2000 .......... 760 3800 915 4575
2000-2005 .......... 760 3800 951 4755
2005-2010 .......... 760 3800 872 4360
2010-2015 .......... 760 3800 713 3565
2015-2020 .......... 760 3800 734 3670
2020-2025 .......... 760 3800 751 3755
2025-2030 .......... 760 3800 912 4560
2030-2035 .......... 760 3800 1061 5305
2035-2040 .......... 760 3800 1061 5305
2040-2045 .......... 760 3800 1061 5305
2045-2050 .......... 760 3800 1061 5305
Total, 1995-2050 ..... 41800 50460

The professionals at the United States Census Bureau are well aware that it
is nearly impossible to establish credible long-term forecasts for at least two
of the three key components of their projections-fertility and international
migration-and even the more stable and predictable component of mortality
trajectories is increasingly uncertain.

It should not be necessary to state this kind of caveat: the failure of past
long-term demographic projections to correctly anticipate long-term trends is
well known. Two of many possible examples might be offered. First, there
was a broad consensus during the 1930s that the populations ofcountries such
as the United Kingdom of Great Britain and Northern Ireland and Sweden
could be expected to decline in size during the ensuing decades; yet in reality
their populations grew substantially over that period. Second, no one correctly
anticipated the sustained and powerful baby boom seen in the United States
and some other industrialized countries during the 1950s and 1960s: a short
term post-war fertility spike was anticipated, ofcourse, but not the two-decade
boom actually experienced.

Still, if the past is any guide, these caveats will prove fruitless: those who
wish to make quantitative statements about the second half of the twenty-first
century will (correctly enough) consider well-done demographic projections
to be the most credible forward looks available, far more soundly based than
those based upon economic, social or technological anticipations. Notwith
standing the deep uncertainties attaching to such demographic projections,
they will-with varying levels of enthusiasm-interpret them as realistic and
well-founded forecasts. The subjunctive form implicit in any long-range pro
jection-"if X were to occur, then the implications would be Y or Z"-will
unwittingly slip into the predictive form "will".

So, let us repeat: when it comes to the demography of 2050, uncertain
ties abound. No one should misinterpret the United Nations or Census Bureau
projections to be credible long-range forecasts.
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Having emphasized these uncertainties, we can also acknowledge that
some demographic trends are more likely than others. This is the case because
certain specifiable demographic patterns involve powerful forces ofinertia that
last over a period of decades, and these allow us to discern some futures to be
more likely than others.

First, all of the long-range projections, from the lowest to the highest,
show substantial continuing growth in the United States population to the year
2050. The highest series shows dramatic numerical growth over this 50-year
period: from an estimated 1998 population of approximately 270 million to
one of 553 million in 2050; but even the lowest series also shows substantial
growth from 1998 levels, from 270 million to 314 million (see table 4).

Second, nearly all of the demographic projections show that the United
States population will experience a gradual shift over the next half-century
towards an "older" age composition, a trend that often is called "demographic
ageing". (For a sceptical comment on this usage, see below.) In this, the United
States is like all other industrialized countries, and even most developing coun
tries. The fact that fertility rates are nearly everywhere lower than their levels
during the 1950s and 1960s implies such a shift towards an age composition
with higher proportions in older ages and lower proportions in younger ages.
Moreover, this pattern is amplified by increases in life expectancies at older
ages during the same period.

The fact that United States fertility rates during the 1980s and 1990s have
generally been higher than those of Europe and Japan suggests that phenom
enon may be less dramatic in the United States than in these other regions and
countries-at least when comparing proportions in the older age groups. At the
same time, United States fertility rates were far higher during the 1947-1965
baby boom than they were in most other industrialized countries, and hence
current rates, though higher than those in peer countries, represent substantial
proportional declines from those of the recent past.

Nonetheless, it is nearly certain that "aged dependency" in the United
States, as measured by the ratio of persons aged 65 years or over relative to
those in the "working ages" of20-64, will increase substantially. The shift now
under way in age distribution in most industrialized societies is a truly power
ful force that policy will ignore at its peril. Yet there are perils too in blind
ing ourselves-by mis-specifying the concept of "aged dependency" itself.
The lower bound of this category was set rather arbitrarily at 65 years fully
two thirds of a century ago, based primarily upon the entitlement age then set
by law (also rather arbitrarily) for retirement under Social Security. Since the
1930s, both the life expectancy and the health/vitality experienced at age 65
have increased dramatically.

Since then, an odd statistical rigidity has been established. Though de
mographers are well aware that the "meaning" of age 65 has changed dra
matically, demographic categories have not adjusted to these changing demo
graphic realities. Demographic analyses and projections (including the most
recent United Nations and United States Census Bureau projections) present
calculations of the proportion aged 65 years or over-sometimes to several
decimal places. Yet this traditional age boundary appears increasingly discon-
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nected from the real ages at which people in industrialized countries make the
transition from "productive working age" to "aged dependency". In part, such
a fixed and unchanging age boundary in the context of dramatic change in
underlying mortality and morbidity rates represents a proper reflection of the
rigidities of statutory retirement age emanating from the policy domain. It also
reflects an understandable desire by statistical agencies and users to maintain
the definition continuity of statistical time series. Yet we must recognize that
our world view of the implications of "demographic ageing" may be in the
process of being distorted by our own increasingly misleading indicators.

Lest we mislead ourselves as well as others, there is a strong case to be
made for development and tabulation of a series of alternative indicators of
"aged dependency", to be calculated and presented alongside the time se
ries based on the constant definition currently in use. For example, a second
aged dependency ratio (aged dependency') could be calculated using an age
boundary of 70 years (also arbitrary, but perhaps closer to emerging reality).
Or an aged dependency" that varied with changing life expectancy could be
constructed, for example, by holding constant not the age boundary itself, but
instead the number of years of remaining life expectancy.' These additional
series, examined in parallel with continuation of the current measure, would
offer quantitative insights into the real meaning of demographic ageing.

As noted above, the implications of the age-structural changes under way
are indeed powerful forces that carry deep and troubling policy implications.
'they present unavoidable challenges to some of the most well-established
social inventions ofthe last century, and especially to the near-ubiquitous PAYE
(pay-as-you-earn) State-run pension systems such as the United States Social
Security system, and to publicly provided or tax-subsidized health-care sys
tems. In addition, they carry powerful implications for the common but hardly
universal pension and benefit systems provided by employers in many coun
tries. Many thousands of pages have been written in recent years about these
implications in the United States, but the space limitations here require that
only the key points be summarized, and very briefly at that. One sophisticated
and balanced analysis (Urban Institute, 1998) makes the following points:

United States fertility rates, though high by the standards of peer
countries, are substantially lower than the high levels experienced
during the 1947-1965 baby boom;

There are large unfunded commitments in the public sector for Social
Security and health care for the elderly;

Private employers also face rising costs for largely unfunded retiree
health benefits, as well as for "defined benefit" pension plans;

The retirement security of even those who have saved for themselves
is also threatened by unanticipated increases in life expectancy at old
ages;

Both the public and the private sectors provide strong incentives for
older workers to retire early, and these incentives have led to substan
tial declines in retirement age;
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"In 1950, the typical male retired at age 69. By 1994, the average
male retiree was 64 years of age. Combined with longer lives, this
means that the typical person ... now expects to live close to one third
of his or her adult life in retirement" (p. 4).

One might add that the United States, compared with peer industrialized
countries, is relatively exposed by virtue of its weak capacities to control the
escalation ofhealth-care costs. This incapacity imposes special stresses on the
Social Security system, for several reasons. First, it makes cost containment
very difficult for the Medicare system (which provides health care to persons
aged 65 years or over). Second, the tax on the working-age population for
Medicare has been rising rapidly, in effect exacerbating the perceived tax bur
den of the related Social Security system. Third, the fact that most United
States health insurance is provided by employers under group-rated policies
tailored to their particular workforces means that older workers tend to in
crease employers' health insurance premiums, thereby bringing about incen
tives for them to encourage retirement at younger ages.

In addition to such impacts upon the Social Security system, the relative
incapacity ofthe United States to contain health-care costs means that, without
policy intervention, a shift towards an older age structure can be expected to
increase significantly the share of United States GDP allocated to health-care
expenditures, a share that already is the highest in the world even though the
age structure of the United States is ''younger'' than that of many other indus
trialized countries. Though such a shift in age structure would also be expected
to simultaneously lower the share of GDP allocated to expenditures on the
youth population (especially those to education), there are no policy or eco
nomic mechanisms in place by which incremental transfers might take place
from the younger to the older age groups. Institutional resistance to expendi
ture reductions might therefore be expected to result in aggregate increases in
total allocations to education and health sectors. (Whether one considers such
expenditures to be non-productive "consumption" or productive "investment
in social capital" is a matter of strongly contested opinion.)

C. POLICY OPTIONS

As noted by many commentators, these are problems of a quite peculiar
sort. They are challenges that result from success: in women's gaining effec
tive control oftheir own fertility; in improving health and vigour at older ages;
in raising Social Security pension levels to lift those dependent on them out of
poverty; in providing the elderly with subsidized health-care services.

However, the foundations of some aspects of this success are fragile.
United States retirees have experienced extraordinarily high "returns" (at least
relative to their Social Security contributions, although the system is a PAYE
rather than a "funded" one). However, these returns over the past decades have
in fact been based not upon financial returns of their own contributions, but
instead upon increasing tax rates on cohorts of younger workers that were
themselves increasing in size owing to the post-war baby boom. These large
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cohorts will themselves begin to reach the statutory retirement age early in the
second decade ofthis century, and for them the returns on their Social Security
contributions are likely to be low. Moreover, some commentators speak darkly
of a catastrophic collapse of the entire system, leading to broader economic
crises, even disaster.

These are problems that, from an analytical perspective at least, have an
array of clear and unambiguous solutions. If rates of "return" have gradually
been increased for decades in a manner that cannot be sustained, this trend can
be reversed. If strong incentives for early retirement have been effective in
guiding retirement behaviours, these incentives can be modified. Ifhealth-care
costs have been allowed to escalate in an unsustainable fashion, the policies
that allowed such trends can be changed.

Yet the fact that solutions are available does not mean that they will prove
politically feasible, or at least attractive. Decades ofincreasingly generous pro
vision for retirement and for retirees may well have engendered powerful ex
pectations among prospective retirees of more of the same. The demographic
fact that the leading edge of the United States baby boom will not reach age 65
until the second decade ofthe twenty-first century, and that current projections
show fiscal surpluses during the first decade, allows political leaders to avoid
unpopular measures for a period representing much of their likely political ca
reers. Yet the longer incremental actions to equilibrate the system are delayed,
the more painful and costly will be the measures required.

There is no lack of proposals; indeed, they are so numerous that we can
only list them here (the author's appended comments on some of these are
enclosed within brackets):

Raise "normal retirement age" (under laws passed in the 1980s, So
cial Security retirement age is scheduled to increase, but only very
slowly-up from age 65 to age 67 by 2027);

• Increase "early retirement age", currently 62 with somewhat lower
annual pension payments. Alternatively, the financial attractiveness
of taking such early retirement could be reduced;

• Enact legislation to prohibit compulsory retirement (this was done in
the United States in 1986, under the so-called Pepper Act);

Change laws regulating private pension plans to increase the age at
which their pensions can be paid out, or alternatively reduce the tax
incentives available for plans allowing earlier retirement;

Adjust public and private pension and tax policies to facilitate part
time retirement by older workers who wish to reduce but not end time
commitment to work;

Invest part of Social Security payments in market investments ex
pected to yield higher returns than current United States government
bonds (albeit carrying with them higher risks), either collectively or
via individual accounts;

[Comment: This was a major partisan issue in the 2000 Presidential
campaign.]
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Modify the cost-of-living index applied to Social Security payments,
on grounds that the current consumer price index exceeds true infla
tion rates;

Increase the progressivity of Social Security pay-outs, so that the cur
rent higher pay-outs for lower-wage contributors are even higher;

Find ways to contain the rapid escalation of health-care costs, espe
cially for elderly persons;
[Comment: In the United States, this is a hotly contended political
issue, given the existence of strong political and interest-group op
position to government-supported or "single-payer" health insurance
systems such as those in many other industrialized countries.]

Increase taxation rates on working-age population to subsidize pen
sion benefits of retired population, or increase subsidies drawn from
general taxation sources;
[Comment: Such increases would have to be very substantial to com
pensate for demographic age shifts under way in many countries, un
less other changes were made at the same time.]

Increase fertility rates on a sustained basis (for example, via direct
financial incentives for additional births, or indirect pension or in
kind benefits: preferential access for mothers with many children to
subsidized housing, or early retirement provisions); or measures to
reduce the opportunity costs of additional childbearing;
[Comment: Such policies have had modest impacts in authoritarian
States such as the former communist countries of Eastern Europe,
but only minimal impacts in liberal democracies such as France and
Sweden.]

Increased immigration, to increase the number of working-age con
tributors to PAVEpension systems;
[Comment: Even very large immigration numbers typically have rela
tively little impact upon the fiscal stability ofPAYE pension systems.
Immigrants are themselves future beneficiaries of inadequately
funded PAVE pension systems. Moreover, the net financial contri
bution of immigrants to PAVE pension systems depends upon their
likely taxable earning levels, yet the skill/education levels of United
States immigration flows are poorly matched to such a purpose and
seem unlikely to change, given the stalemated politics of United
States immigration policy.]

Retain or enhance productivity of the existing workforce via invest
ment in "lifelong learning" or continuous upgrading ofskills and edu
cation of the workforce.

[Comment: This is becoming increasingly feasible with the growth of
high-quality education and training delivered "anytime, anywhere"
over the Internet.]
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NOTES

lIt must be noted that the Census Bureau thereby implicitly assumes that there will be no
additional legalization programmes of any magnitude. Here, one must note that as this paper is
being written, there is substantial legislative advocacy under way for a new, substantial legalization;
the outcome of such advocacy cannot be predicted.

2In 1940, the life expectancy ofa United States male aged 65 was 11.9 years, versus 15.6
years in 1997; for women, the comparable numbers were 13.4 years in 1940 versus 19.2 years in
1997. See Urban Institute (1998), figure 3.
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POPULATION AGEING IN THE UNITED STATES OF
AMERICA: RETIREMENT, REFORM AND REALITY

Judith Treas*

Although the United States ofAmerica will experience significant popula
tion ageing in the twenty-first century, the demographic situation of the United
States is distinctive. Because its immigration and fertility are comparatively
high, it will not confront the population decline facing so many developed
nations. Instead, the United States must deal with the succession ofcohorts of
uneven size. As the large baby-boom generation grows older, population age
ing will accelerate. Older persons will constitute a growing share of the United
States population, albeit one that is not as large as the percentage projected for
Europe. Because the Social Security retirement system has been the object of
serious study and debate, it offers insights into the institutional implications of
population ageing in the United States. The probable policy response-some
reform package of lower benefits, higher taxes and higher retirement age
points up the difficult choices confronting pay-as-you-go retirement systems.
The problems of mature retirement systems are not amenable to quick resolu
tion, ifonly because ofthe complexity of'underlying structural and behavioural
relationships as well as the uncertainty inherent in long-range projections.

DEMOGRAPHIC PROSPECTS

In contrast to that of other developed countries, the population of the
United States is expected to grow larger as it grows older. According to the
medium-variant projections of the United Nations (1999, p. 418), the Ameri
can population will increase from 278 million in 2000 to 349 million in 2050.
United States fertility has not fallen to the levels of Europe, Japan and other
developed nations (United Nations, 2000), where fertility is too low to offset
deaths, replace the parental generation and avoid a decrease in population. The
fertility of the United States is at or slightly below replacement. From 1989 to
1998, the total fertility rate (TFR) ranged between 2.0 and 2.1 annually (United
States National Center for Health Statistics, 2000). By contrast, the TFR fell
below 1.5 in developed nations such as Germany, Spain, Japan and the Russian
Federation (United Nations, 2000).

The United States is a major receiving country for immigrants. In the
1990s, net international migration approached 1 million persons annually

*University of California, Irvine, California, United States ofAmerica.
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(United States Census Bureau, 1999, p. 9). Immigration accounted for about
one in five new Americans. Even with fertility somewhat below replacement,
the current level of immigration to the United States is more than sufficient to
keep the total and working-age populations from declining over the next 50
years (United Nations, 2001, chap. IV, sect. B.8 (h)). Immigrants will not pre
vent the long-run ageing of the population, except in the highly unlikely sce
nario ofa tenfold increase in annual immigration levels. Although immigration
is selective of young people, they offset population ageing only temporarily,
because young immigrants eventually grow old.

Future fertility in the United States may fluctuate in response to cyclic
forces, but dramatic fertility declines to very low levels appear unlikely. Amer
icans have not experienced fertility markedly below replacement levels, de
spite high levels of maternal employment combined with low levels of State
subsidies for child-rearing (Treas and Widmer, 2000). Immigration is also ex
pected to sustain fertility levels in the United States. Immigrants from develop
ing countries with higher fertility acculturate slowly with respect to the family
formation patterns of native-born Americans. Population projections by the
United States Census Bureau assume Hispanic and Asian and Pacific islander
fertility will converge to national levels only very gradually over the long term
(Hollmann, Mulder and Kallan, 2000).

Of course, the historical record cautions against complacency about the
future course ofAmerican fertility. The 1946-1964 baby boom was the unex
pected result of rising living standards in the United States. Although many
countries saw fertility increase after the Second World War, few experienced a
sustained elevation in fertility like that of the United States, where about 4 mil
lion infants were born each year. Since the baby boom was followed by a baby
bust, fertility swings created a bulge in the age structure that has had significant
implications for population ageing.

The initial effect of the baby boom was to make the United States popula
tion younger. Then, as the baby boomers grew up and grew older, the median
age of the population climbed from 28.0 years in 1970 to 35.7 in 2000 (United
States Census Bureau, 1999, p. 14). Today, support ratios remain favourable,
because there are baby boomers who are workers, taxpayers and caregivers for
an older generation. For every person aged 65 years or over, there are about
five younger persons aged 15-64. The older population is growing slowly as
the small cohorts born during the Great Depression of the 1930s move into old
age. In 2011, however, the first baby boomers will tum 65 years of age. The
growth of the older population will accelerate markedly. Also contributing to
ageing are mortality declines, especially at the older ages, which raised 1997
life expectancy at age 65 to 15.8 years for men and 19.0 for women (United
States Census Bureau, 1999, p. 93). Between 2000 and 2050, the share in the
total population of persons aged 65 years or over will increase from 12.5 to
21.7 per cent, according to medium-variant projections (United Nations, 2001,
table A.15). Even as the United States undergoes unprecedented ageing, it will
remain young compared with Europe where the share in the total population of
the population aged 65 years or over will increase from 14.7 to 27.6 per cent
over the same period (United Nations, 2001, table A.17).
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IMPLICATIONS OF AGEING POPULATIONS

The challenge of ageing populations arises because older people, espe
cially those in advanced old age, become too sick, frail or disabled to take care
of themselves. They need economic support, health care and assistance with
activities of daily living. Although family members take care of older people,
population ageing places greater demands on public resources as well. For
example, under intermediate assumptions, Social Security costs in the United
States are projected to rise from 4.2 per cent ofgross domestic product (GDP)
to 6.8 per cent in 75 years (Board ofTrustees, Federal Old-Age Insurance and
Survivors and Disability Insurance Trust Funds, 2000, p. 3). The dilemma of
an ageing population is that the increase in younger adults does not keep pace
with the growth of the older population. There are more old people in need of
help and fewer working-age adults to help them.

Each year, Social Security actuaries prepare short-range (IO-year) and
long-range (75-year) projections of the financial status of the system. The pro
jections, based on assumptions determined by the Board ofTrustees that gov
erns Social Security, point to disturbing, long-range financial problems. Using
intermediate assumptions, estimates indicate that the annual Social Security
deficit will amount to 2.2 per cent ofGDP in 75 years (Board ofTrustees, Fed
eral Old-Age Insurance and Survivors and Disability Insurance Trust Funds,
2000, p. 3). Although Medicare, the federal health insurance programme for
older Americans, faces even more pressing problems, its mix ofpublic and pri
vate health-care financing does not generalize to other nations. Social Security
offers a more instructive example of policy issues facing ageing populations,
because it is similar in broad outline to the pay-as-you-go retirement systems
in many other developed countries.

Current workers in the United States support current retirees through
the payroll taxes paid by the workers and their employers. Social Security
(OASDI) actually consists of two programmes, Old-Age and Survivors Insur
ance (OASI) and Disability Insurance (DI), each of which maintains its own
trust fund account with the United States Treasury. According to intermediate
projections (Board of Trustees, Federal Old-Age Insurance and Survivors and
Disability Insurance Trust Funds, 2000), the trust funds will grow larger in the
short run as baby boomers pay into the system. The first baby boomers will be
gin to leave the labour force even before reaching age 65 in year 2011. Because
disability insurance covers workers who are not yet old enough for retirement
benefits, the disability trust fund will peak as early as 2005 and be exhausted
altogether by 2023. By 2015, the expenditures for the combined OASDI pro
grammes will exceed income from payroll taxes. By 2024, these expenditures
will exceed not merely taxes, but taxes plus interest on the trust funds. It will
be necessary to spend the trust fund principal to pay benefits. OASDI will be
exhausted by the year 2037, only eight years after the last baby boomer turns
65. After 2030, costs as a percentage of taxable payroll will level off and even
decline slightly owing to smaller cohorts of retirees. A big gap will remain be
tween costs and income, however, and costs are projected to rise again slowly
in the middle of the twenty-first century owing to increases in life expectancy.
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Without legislative changes, benefits will eventually exceed tax income,
reserve funds will be spent, and the system will eventually be unable to meet
its obligations. As a consequence of the persistent drumbeat of troubling pro
jections, the American public is aware that Social Security faces serious fi
nancial difficulties. Only 7 per cent of American workers surveyed in 2000
stated that they were "very confident" that Social Security would continue to
provide benefits equal to those received by current retirees (Employee Benefit
Research Institute, 2000).

FIXING SOCIAL SECURITY

Although the Social Security problem stems from a demographic imbal
ance of generations, a demographic fix, propping up old-age support ratios by
raising fertility and immigration, is not very feasible. First, pronatalist policies
have had little success in raising fertility in democracies. Second, even if this
were politically feasible, the American economy could not readily absorb the
10.8 million immigrants estimated to be needed annually to maintain current
old-age support ratios until 2050 (United Nations, 2001, table 25, scenario VI).
Nor can a mature Social Security system rely on the strategy that served it well
in the 1950s, that is to say, maintaining support ratios by bringing in new cat
egories of workers who accept taxes in exchange for future benefits. Fully 96 per
cent ofpaid civilian workers are already covered by Social Security (Ways and
Means Committee, United States House of Representatives, 1998).

In hindsight, a system that requires each generation to fully fund its own
retirement would be preferable to a pay-as-you-go system, because retirement
financing would not be directly affected by deteriorating old-age support ra
tios. Proposals for compulsory individual retirement accounts move in this di
rection, but someone still needs to pay for current retirees and for low-income
workers who cannot save enough for old age. Projected Social Security deficits
have prompted serious consideration of a number of ideas (for example, in
come and assets tests for benefits, investing trust fund reserves in private mar
kets) that would once have been considered radical (Kingston and Quadagno,
1997). If pay-as-you-go retirement systems are to remain solvent, however,
policy makers cannot avoid some combination of lower benefits, higher taxes,
and higher age of eligibility for benefits.

These are painful courses of action. They call for some group-whether
workers, retirees, or both-to make sacrifices sooner or later. The United States
has tried all three strategies before. Payroll taxes were raised many times-most
recently in 1990. Benefits were effectively cut in the 1980s when cost-of-living
adjustments for recipients were delayed. And the normal retirement age for
full benefits is being raised gradually from 65 to 67. Early retirement benefits
continue to be available from age 62 although the actuarial reduction is greater
(Ways and Means Committee, United States House of Representatives, 1998,
p. 20). Financial projections indicate that more needs to be done.
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CUTTING BENEFITS

One can argue that it is only fair to reduce benefits, because the eco
nomic circumstances ofretirees are so much better than they were in the past.
Forty years ago, one third ofAmericans aged 65 years or over fell below the
federal poverty line. By 1998, only 10.5 per cent were poor (Dalaker, 1999,
p. xiii). Current retirees have benefited from private pensions, from apprecia
tion in home values, and from higher lifetime wages that permitted them to
save for retirement. Unfortunately, this argument for benefit cuts overlooks
the fact that Social Security is the primary reason that many older Americans
lead reasonably secure lives. OASDI makes up 48.2 per cent of the income
of elderly individuals who live alone, for example (Ways and Means Com
mittee, United States House of Representatives, 1998, p. 1041). If Social
Security and other government benefits were eliminated tomorrow, halfofall
persons 65 years of age or over would live in poverty (United States Census
Bureau, 1993, table 2).

There are, however, several options for cutting benefits while protecting
low-income elderly people. The formula used to calculate benefits could be
made more progressive so that only those workers with high earnings would
have their benefits cut. Another approach is to cut everyone's retirement ben
efits, but to compensate the poor for their loss of income by expanding public
assistance. (The federal Supplemental Security Insurance (SSI) programme
supports the low-income aged, but this means-tested programme has strict in
come and asset limits.) Social Security itself might become a means-tested
programme: benefits could be reduced or eliminated for affluent retirees with
high incomes and substantial assets. Even if no benefits were cut, the high
income elderly could have more of their benefits taxed away.

The political risk is that these measures may undermine public support for
Social Security as a universal social insurance programme. Americans remain
more sceptical ofwelfare programmes than most Europeans, for whom citizen
ship confers more rights to State support. As a right earned by working, So
cial Security has none of the stigma attached to public assistance programmes
in the United States. The Welfare Reform and Personal Responsibility Act of
1996 demonstrated that United States needs-based poverty programmes are
vulnerable to major cuts. The 1989 repeal of Medicare catastrophic coverage
showed that middle-class retirees are unwilling to bear the burden of support
ing low-income older people.

RAISING TAXES

Raising taxes is another budget-balancing strategy for public retirement
systems. One way to measure the long-range Social Security deficit is as a per
centage of payroll subject to OASDI taxes. According to intermediate projec
tions by the Board of Trustees, Federal Old-Age Insurance and Survivors and
Disability Insurance Trust Funds (2000, p. 3), the deficit for Social Security
programmes is 1.89 per cent of taxable payroll in the next 75 years. Payroll tax
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rates are 6.2 per cent each, from employees and employers, on covered earn
ings up to a specified maximum amount ($72,600 in 1999) (Board of Trust
ees, Federal Old-Age Insurance and Survivors and Disability Insurance Trust
Funds, 2000, table l.C.2). The maximum is indexed annually to the average
wage for all workers. Social Security recipients with adjusted gross incomes
above specified levels pay income tax on up to 85 per cent of their benefits, and
these taxes are credited to the OASDI and Medicare trust funds.

There is no lack of precedents for Social Security tax increases. The OASDI
tax rate has been raised 20 times since 1949, when it stood at 1 per cent of
taxable earnings (Board of Trustees, Federal Old-Age Insurance and Survi
vors and Disability Insurance Trust Funds, 2000, table II.B.l). In addition to
increasing the tax rate, additional revenue can be generated by removing the
earnings maximum for payroll taxes and by increasing the percentage ofSocial
Security benefits subject to income tax. Both economic and political consid
erations determine the extent to which tax increases can resolve the issues of
ageing populations.

THE CASE FOR RAISING RETIREMENT AGES

The cost of old-age benefits has increased, in part, because retirees col
lect benefits longer. This results from increases in life expectancy at older ages
coupled with declines in the age at which American workers retire (figure I).
Most United States workers today choose to retire before the normal retirement
age of 65, taking the actuarially reduced benefits that become available at age
62. Although the mean age for electing retirement benefits was 70 years in
1945, it declined sharply until the 1980s and stood at 63.6 years in 1995 (Ways
and Means Committee, United States House of Representatives, 1998, p. 21).
In addition, between 1940 and 1997, life expectancy at age 65 increased by 3.6
years for men and 5.7 years for women (Board of Trustees, Federal Old-Age
Insurance and Survivors and Disability Insurance Trust Funds, 2000, p. 63).
According to the Social Security Advisory Board (1999), a normal retirement
age (NRA) of 71 years for receipt of full benefits, rather than 65, would be
consistent with the remarkable increase in life expectancy.

Improvements in the life expectancy, health and functioning of older
people offer a persuasive argument for raising the age at retirement and per
haps indexing it (for example, to life expectancy at age 65 or to disability-free
life expectancy). During the 1980s, the health of older Americans improved
markedly (Manton, Corder and Stallard, 1993). Under most scenarios, the
"health-adjusted" ratio of persons aged 20-64 to chronically disabled persons
aged 65 years or over is projected to remain above the 1994 level, assuming a
continuation of recent trends-a 1.5 per cent decline annually in chronic dis
ability for older people (Singer and Manton, 1998). Better health has translated
into greater ability to work, as reported by persons aged 50-69 in 1982 and
1993 (Crimmins, Reynolds and Saito, 1997). Surprisingly, this improvement
occurred primarily among the retired population, not among those still in the
labour force. This finding is consistent with the observation that health has
become less important to the retirement decision over time (Costa, 1996).
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Figure I, Mean age at receipt of Social Security retirement benefits and total length of life
for persons aged 65: United States of America, 1940-1995
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Social Security was enacted in 1935 to insure workers against a time
when they would become too old and too disabled to support themselves
through their own labour. Today, most workers in the United States retire at a
younger age and in good health. Workers look forward to leaving the labour
force, having more free time, and taking advantage of the leisure activities for
older people that have developed around the institution of retirement. In short,
the United States, like other developed countries, has developed a "retirement
culture". Leisure values promote labour-force exits as surely as the availability
of retirement income. The serious financial problems confronting the system,
however, create pressures for Social Security to return to its mission of insur
ing against old-age infirmity, leaving the responsibility to save for early retire
ment to individuals, if that is their preference.

PROPOSALS FOR RAISING RETIREMENT AGES

In 1983, the United States Congress took the first step towards raising
retirement ages. Changes in the NRA are being phased in gradually from age
65 to age 66 between 2000 and 2005 and then from age 66 to age 67 between
2017 and 2022. Higher NRAs and different phase-in periods have been pro
posed. Eliminating the break in NRA increases (scheduled for 2005-2017) is
projected to reduce the long-range deficit by 5 per cent (Goss and Wade, 1998,
cited in Rix (1999». Quickly raising the NRA to age 73 is projected virtually
to eliminate the deficit (American Academy of Actuaries, 1997, cited in Rix
(1999». Without putting too much emphasis on particular proposals, it is clear
that any serious reform of public retirement systems must consider the age at
which workers retire. Raising the retirement age to 74 would maintain 1995
old-age support ratios (United Nations, 2001, chap. IV, sect. B.8 (h», but these
ratios generate a big OASDI surplus. Thus, most proposals focus on modest
increases in the retirement age to 70 or younger.

The United States Government Accounting Office (1999) concluded that
a higher retirement age would reduce the cost of lifetime benefits. A large in
crease in retirement age that is phased in rapidly would have a bigger finan
cial effect than a small one phased in over a longer period of time. Assuming
that an older eligibility age results in workers' waiting longer to retire, the
measure would also raise the amount of payroll taxes that are paid into the
system. Savings to the OASI Trust Fund would be partially offset by greater
demands on the DI Fund, because some people in poor health would choose
to receive disability benefits rather than wait until they are old enough to re
tire (United States Government Accounting Office, 1999). The existence of
greater numbers ofolder workers might increase productivity, but it might also
result in higher unemployment. Older workers with very low earnings, those
who become unemployed, and those in poor health who do not meet the strict
eligibility standards for disability benefits would have a longer struggle before
qualifying for retirement benefits. This burden would fall disproportionately
on already disadvantaged populations, including African-American, Hispanic
and blue-collar workers.

The impact ofpolicy changes in retirement age depends on whether work
ers have other financial resources that permit early retirement, whether they
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are willing and able to work longer, and whether employers want to retain
older employees. Workers without other sources of retirement income will
delay retirement in response to a higher retirement age for Social Security.
Relying on assets and private pensions, other workers will continue to retire
before they are eligible for Social Security. Because many American workers
have employer-provided pensions with "defined benefit" formulas encourage
ing early retirement (Wise, 1997), NRA changes may have less effect in the
United States than in countries where retirees depend more on public benefits.
Private pension plans allow a worker to retire early by paying a larger pension
that is reduced when the retiree becomes old enough to collect Social Security.
Unless the earliest eligibility age (EEA) for Social Security is raised so that the
employer has to subsidize early retirement longer, employers will have little
incentive to eliminate early retirement inducements.

Despite the popularity of early retirement, there are indications that older
Americans are willing to work, especially part-time (Treas, 1995). The labour
force participation of men aged 65 years or over levelled off in the 1980s,
ending decades of declines (figure II). Older women's labour-force participa

.tion held steady and then increased from the mid-1980s. With the rise in fe
male labour-force participation, each cohort had a higher proportion ofwomen
working at the threshold of old age than did the cohort that had gone before.
Increasingly, older people take a job bridging from career to full-time retire
ment. Between 1984 and 1993, growing proportions ofmen under age 65 were
working while receiving income from a pension (Herz, 1995). In a nationally
representative sample, 75 per cent of workers expect employment to be an in
come source in retirement (Employee Benefit Research Institute, 2000, p. 7).

To be sure, older workers face barriers to employment, including em
ployer discrimination, a shortage of attractive part-time jobs, and lower pen
sion accruals (Herz and Rones, 1989). Employer reservations range from
higher health insurance costs for older employees to concerns that older
workers are less flexible, are less willing to learn new technologies, and
lack the latest job skills (American Association of Retired Persons (AARP),
2000). Particularly since recent cohorts of elderly Americans are better edu
cated than earlier ones, a tight labour market may encourage employers to
offer retraining, flexible schedules, and other programmes for older work
ers. Conversely, corporate downsizing and high unemployment work against
older workers (Quinn and Burkhauser, 1994).

CONCLUSIONS

The United States has distinct advantages in dealing with population age
ing. Its percentage elderly is not projected to grow as large as in other devel
oped countries, and it does not have to cope with population decline. Its public
retirement provisions are less generous. Its systems of private and secondary
pensions are better developed. Several decades of painful restructuring have
resulted in a sustained economic expansion that is generating the tax surplus to
address major societal problems. Like many other countries with ageing popu
lations, the United States has a pay-as-you-go public retirement system and
deteriorating old-age support ratios. Having gained additional years of health
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Figure II. Labour-force participation by age and sex:
persons aged 55-69, United States of America, 1963·1999
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and life, older persons have chosen to lengthen their retirements, rather than to
extend their work lives.

The challenges ofageing populations are too complex for simple solutions.
Comprehensive reforms to pay-as-you-go retirement systems will need to call
on some combination of approaches, including benefit cuts, tax increases, and
increases in retirement age. The Social Security Amendments of 1983 contained
13 distinct provisions intended to build trust fund reserves, including covering
new federal employees, taxing benefits, delaying benefit increases, and sched
uling increases in retirement age (Ways and Means Committee, United States
House ofRepresentatives, 1994, p. 40). These measures did not prove adequate,
but the experience offers useful lessons for ageing populations.

First, the long-run consequences of comprehensive reform packages for
public programmes are difficult to forecast. Various elements of any reform
are apt to affect the economy as well as individual decision-making, and the
different parts of reform programmes may well interact with one another. Ef
fectiveness will depend on how well policies are coordinated with other pro
grammes. The impact ofhigher Social Security retirement age is apt to depend
on whether the eligibility ages for Medicare and private pensions also increase.
Because the consequences often differ for different segments of the popula
tion, income distribution consequences need to be considered: Who gains and
who loses from new policy provisions, and how can the disadvantaged be pro
tected from loss?

Second, the most sophisticated projections provide only a moving target
for long-range solutions. The projections of OASDI budget deficits are based
on assumptions about a host of economic and demographic factors, including
future wage growth, rates of return on trust fund assets, fertility, immigration,
life expectancy, labour-force behaviour etc. Small changes in assumptions
due to changing conditions, better understanding of the relationships between
variables, or increased methodological sophistication-s-can compound into
large discrepancies between old and new projections. It is possible to address
some contingencies (for example, indexing benefits to inflation and retirement
age to life expectancy), but change and uncertainty mean that institutional re
form will require ongoing monitoring, evaluation and modification.
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LOOKING FOR EUROPEAN DEMOGRAPHY,
DESPERATELY?

PatrickFesty*

According to the United Nations population projections (1998 revision,
medium variant), the European population would have reached a maximum by
the end of the twentieth century and would continuously decline in the follow
ing five decades, at an ever-increasing rate. From 730 million people in 2000, it
would have lost 100 million by 2050,despite a rise in fertility (the total fertility
rate (TFR) would have gained 0.35 child per woman, having risen from 1.42
in 1995-2000 to 1.77 in 2045-2050), a prolonged life expectancy at birth (from
73.3 to 80.1 years) and some immigration (see United Nations, 1999, part one,
table A.l, Europe). Ageing would be the other major feature, with a decline in
the proportion ofchildren under age 15 (from 17.5 per cent in 2000 to 14.4 per
cent in 2050) and a rise in the proportion of elderly people aged 65 years or
over (from 14.7 to 27.6 per cent).

Of course, these results are correct, in other words, population trends in
numbers and age structure are consistent with the values taken by the compo
nents of the demographic movements: fertility, mortality and migration. The
latter are just assumptions, which we will not contest; but, in fact, there were
no projections, through assumptions and calculations, made for Europe: only
projections for each national population, then an aggregation that resulted in a
European total. Aggregations of births, deaths or migrants can be seen as the
result of European levels of fertility, mortality and migration applied to Euro
pean population, but they were not reached this way. Consequently, we will not
question these implicit global assumptions and wonder whether they are rea
sonably likely or not; instead, we will question the process of aggregation and
wonder whether demographic levels in European countries are homogeneous
enough for their sum to be considered meaningful. Our analysis of the diver
sity ofdemographic situations in Europe will reveal different configurations of
family or health elements, with various policy implications.

Europe is a large puzzle of 47 countries which would be too difficult to
understand if we had no simplification scheme, ab initio. We will assume that
there are two Europes, a Western one, whose population numbers are domi
nated by the European Union (EU), and an Eastern one, which includes the
Russian Federation as a major member. A widely shared view is that the
demographic regime that prevails currently in Western Europe (the "second
demographic transition" model, perhaps) should extend to the Eastern part in
the future, thus resulting in converging trends between the two regions. By

*Institut National d'Etudes Demographiques (INED), France.

371



1995, there were 728 million people in Europe, of which slightly more than
one half lived in the 15 countries ofEU (372 million persons).

However, EU is itself diverse. An opposition is generally set up between
the North and the South, with the idea of a possible diffusion from North to
South of family patterns and health systems, likely to have a strong incidence
on demography. Four countries dominate EU by their population numbers:
Germany with more than 80 million in 1995, and France, Italy and the United
Kingdom of Great Britain and Northern Ireland with nearly 60 million each.
We will concentrate most ofour analyses on them, before we contrast EU with
the rest of Europe, where the Russian Federation (nearly 150 million persons)
will be given a major role.

In recent years (1990-1995), the TFR was 1.57 children per woman in
Europe; life expectancy at birth was 72.6 years for both sexes. EU had a lower
fertility than the rest ofEurope (1.50 against 1.64), but a higher life expectancy
(76.5 against 68.7 years). Inside EU, there were marked differences in fertility,
with low rates in Germany and Italy (more generally, in Central and Southern
Europe) and relatively high rates in France and the United Kingdom (and in
Northern Europe). Disparities within EU were wide enough for the figure for
the Russian Federation (and the average for the rest of Europe) to be inserted
in the EU 1.28-1.78 bracket. In contrast, life expectancies were very similar
in the above-mentioned four Western European countries and the distance was
large between them and the Russian Federation (table 1).

There is a global diversity in fertility levels, throughout Europe, with a lim
ited gap between East and West. There is a clear divide in mortality, with much
more favourable levels in ED than in the rest ofEurope. From a slightly different
perspective, EU is diverse on fertility, but fairly homogeneous on mortality.

A. DIVERSITIES IN EUROPE ON FERTILITY

1. Diversity in the European Union onfertility

Low period fertility indices can partly be explained by tempo effects:
fertility is low now, because people prefer to postpone the births they will
have to later (better?) times. An increase in the age at birth is a signal for this
movement, which also results in period rates being lower than cohort rates.

TABLE I. FERTILITY AND MORTALITY INDICATORS IN EUROPEAN REGIONS
AND SOME COUNTRIES, 1990-1995

European Union Rest ofEurope

United Russian
Total France Germany Italy Kingdom Total Federation

Total fertility rate (number of
births per woman) ....... 1.50 1.72 1.30 1.28 1.78 1.64 1.55

Life expectancy at birth
(in years, for both sexes) .. 76.5 77.1 76.0 77.2 76.2 68.7 66.5

Source: Replacement Migration: Is It a Solution to Declining andAgeing Populations? (United
Nations publication, Sales No. E.OUQII.l9), tablesAI,A.3,A5,All,A13,AI7 andAl9.
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The total number of children to women in birth cohorts can remain unaffected,
while postponement results in a lowering of contemporary fertility. A possible
explanation for divergences in period fertility within ED could be linked to
differentials in these tempo effects.

It is not really the case. Mean ages at birth are rather similar throughout
Western Europe. Still more importantly, the four more populated EU countries
share the movement towards later childbearing; only Italy emerges with an
amplified increase in mean age at birth. Cohort fertility rates, which result in
period rates when combined with tempo variations, are nearly as diverse as
period rates have.already been shown to be (table 2).

Diversity in EU fertility is not just a postponement effect that would ex
plain short-term movements and levels of period indices. It is a lasting phe
nomenon, written in cohort histories and likely to be maintained in the future.
Reasonably enough, the United Nations population projections have taken
some account of that reality.

Low fertility can also be linked to the movement away from marriage, which
many Western European countries have experienced for the recent decades. Of
course, marriage is no longer a precondition for childbearing in most of these
populations, but it remains true that married couples have a higher fertility than
non-married people, even those who live in a "marriage-like" cohabitation.

This time, the decomposition is very efficient-e-not because of marriages,
the proportion of which is low but not very different throughout EU, but be
cause of the proportion of children born from married parents, which is low
where total fertility is relatively high and high where the TFR is especially
low. When children born in wedlock are referred to ever-married women, the
fertility index so calculated is much more uniform throughout EU countries
than the TFR itself. That index is lower than the TFR in France and the United
Kingdom; it is higher than the TFR in Germany and Italy. The range for the
TFR is 0.50 child (from 1.28 to 1.78); that for the marital fertility index is but
0.11 (from 1.41 to 1.52) (table 3).

The countries with the highest TFR, France and the United Kingdom, are
those in which low nuptiality has been compensated for by the rise of fertility
out of marriage. In the countries with very low period fertility, the decline in
marriages has been directly consequential for fertility, because marriage re
mains the place for childbearing, without any substitutes for it. We must go on

TABLE 2. TEMPO AND QUANTUM COMPONENTS OF PERIOD FERTILITY RATES IN
COUNTRIES OF THE EUROPEAN UNION

United
France Germany Italy Kingdom

(a) TFR (birth cohort 1963) (births per woman) ...... 2.02 1.57 1.57 1.89
(b) Mean age at birth (birth cohort 1963) (years) ..... 28.0 27.5 28.4 28.0
(c) Variation in mean age at birth (birth cohort

1958-1963)(years).......................... +0.6 +0.6 +1.0 +0.5
(d) Expected period TFR [a(1 - ciS)] (births per woman) 1.78 1.38 1.26 1.70
(e) Actual TFR (1990-1995) (births per woman) ..... 1.72 1.30 1.28 1.78

Sources: United Nations (2001); Conseil de l'Europe, Evolution demographique recente en
Europe, 1999 (Strasbourg, France, 1999).
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TABLE 3. MARRIAGEAND MARITAL FERTILITY COMPONENTS OF FERTILITY RATES IN
COUNTRIES OF THE EUROPEAN UNION

United
France Germany Italy Kingdom

(a) Total fertility rate (1990-1995)
(births per woman) ....................... 1.72 1.30 1.28 1.78

(b) Proportion ofultimately married women
(birth cohort 1963) ....................... 0.75 0.80 0.83 0.81

(c) Proportion of children born from married
parents (1990-1995). . . . . . . . . . . . . . . . . . . . . . 0.66 0.87 0.93 0.69

(d) Estimated number of "legitimate" births to
ultimately married women [a x db] ......... 1.52 1.41 1.43 1.52

Sources: United Nations (2001); and Conseil de l'Europe (1999).

developing our discussion along these lines, to understand trends and diversi
ties in EU.

(a) Decline in marriages

Marriage has declined throughout Western Europe. The Nordic countries,
France and the United Kingdom have experienced dramatic changes. In Swe
den, the proportion ofmen and women who will definitely not marry will reach
some 40 per cent in recent birth cohorts and women who do marry will not do
so before the average age of 27.5 years; in Finland, France and Norway, the
proportion of never-married will climb up to 30 per cent and the mean age at
first marriage for women will rise to 26.5 years. By contrast, the Mediterranean
countries are facing mild transformations: the proportion of never-married
women has not yet reached 20 per cent in Italy in the 1960s birth cohorts; Por
tugal, still further from Sweden, has exhibited only very recently a decline in
period marriage rates which has hardly affected birth cohorts (L'Observatoire
Demographique Europeen (1998».

With respect to Northern and Southern Europe, the central part of the
region (Austria, Germany and Switzerland) is in a median position. The global
picture is that of a regular gradation, which evokes the idea of a geographical
diffusion of a matrimonial model from North to South.

(b) Rising number ofdivorces

Divorces have been more and more numerous throughout Western Europe
for the last three decades. The 1970s were also a period of changes in fam
ily laws which made the access to divorce easier almost everywhere, through
more rapid and simplified procedures. However, comparing the magnitude of
juridical and statistical changes, or the tempo of reforms and numbers, sug
gests that the evolution of attitudes and behaviours came first and resulted in
legislative action, rather than the other way around.

Levels of divorce rates, like marriage trends, gradually decline from
Northern to Southern Europe. According to the most recent period rates, 40 to
50 per cent of marriages will be concluded by a divorce in the Scandinavian
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countries and the United Kingdom, 30 to 40 per cent in the central and western
parts of the region, and less than 20 per cent in the Mediterranean countries.

(c) The spread ofcohabitation

A declining number of marriages and a rising number of divorces do not
mean that couples refuse to live together any longer. Everywhere in Western
Europe, informal living arrangements have developed, with men and women
living "like husbands and wives" without being married.

The spread was exceptionally rapid in Sweden, where the marriage burst
and the divorce boom were so sudden. As many as 80 per cent of women born
in the early 1950s had chosen cohabitation as their first form of living together
before age 25. The proportion rose to 90 per cent in the following cohorts, but
there already remained little room for any further evolution. A few years have
been enough for cohabitation to become not only predominant but almost ex
clusive and for marriage to be left with a residual importance.

Trends were more gradual and slightly time-lagged in the rest of the Nor
dic countries. Then came the time for Western countries like France, Germany
and the United Kingdom. Levels are coming closer and closer to those re
corded by Sweden: 90 per cent of the women in Finland and 70 to 80 per cent
of those in the other countries have chosen cohabitation as their entry gate into
conjugal life.

By contrast, the movement has hardly started in the Mediterranean coun
tries. Some increase has occurred across cohorts, but as few as 10 to 20 per cent
of young women have chosen cohabitation for their first experience of living
together in Italy, Portugal and Spain. Marriage remains heavily predominant
in these countries. Maybe convergence towards higher cohabitation levels is
on the way, but there remains a long way to go (Macura, Sternberg and Garcia,
2000).

(d) Marriage, couples, children

The proportion ofcouples who conceived a child out ofwedlock and who
married before the end of pregnancy, so as to legitimize their child, was high
everywhere in Western Europe by the 1960s: about 60 per cent; but trends
since then have been divergent. In Northern Europe, France and the United
Kingdom, the proportion has sharply declined: to 10 per cent or less; in con
trast, in Southern Europe, high levels have been maintained, like the ones in
the 1960s: for instance, in Italy, unmarried couples turn to marriage 6 times
out of 10 when a pregnancy occurs. In between, but very close to the Medi
terranean countries, Central Europe has experienced a limited decline in the
nuptiality of pregnant unmarried women: in Germany (western Lander) and
Austria, more than half ofconceptions out ofwedlock result in a marriage be
fore the end of the pregnancy. The case ofGermany is all the more remarkable
inasmuch as an increased proportion of children born from unmarried parents
are legitimized later: more than 40 per cent against 30 per cent by the end of
the 1970s. The movement in France is in the reverse direction. Three quarters
of children conceived out ofmarriage are integrated into marriage, before birth
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or after, in Germany; the proportion is more than double that for France, while
the two countries were at the same high level 25 years ago.

On this point, there is a clear-cut distinction between the North-Western
part ofEurope and the Central and Mediterranean countries. It is quite differ
ent from what has occurred in nuptiality trends, but very similar to the fer
tility divide. Central Europe and Southern Europe had already experienced
sharp fertility declines when nuptiality still maintained relatively high levels.
In these countries, marriage remains the highly favoured frame for family
building and a very limited space has been left for fertility outside its tradi
tional, legitimate form. No compensatory mechanism has been able to work
interposed between declining births from married parents and rising births
from unmarried ones.

(e) Implications

Differential fertility within EU does not result only in unequal rates of
population growth and population ageing. It also has social implications linked
to the very significance we have just analysed.

By 2050, population numbers in France and the United Kingdom will still
be over their 2000 mark; Germany will have lost 9 million persons and Italy
16 million. The proportion of elderly people aged 65 years or over will reach
25 per cent in France and the United Kingdom, 28 per cent in Germany, and
35 per cent in Italy, instead of remaining at their levels of fifty years earlier,
namely, 16 per cent in France, the United Kingdom and Germany, and 18 per
cent in Italy. The rapidly declining and ageing Italian population makes a large
difference in contrast with the stabilized numbers and the slowly increasing
proportions in France and the United Kingdom.

However, it could be still more important to note that children in Italy will
probably be born and raised in marriage, while those in France and the United
Kingdom will have experienced more informal and more unstable family links,
through cohabitation, separation, reconstituted families and so on. One step
further would lead us from "more informal" to "weaker"; but some sociolo
gists suggest that things evolve the other way around, from "more informal"
to "more personal" then "stronger": Cohabiting fathers who care to recognize
their children will be closer to them than married fathers who receive their
paternal authority automatically from their marital status. We are unable to add
arguments in one direction or another, but the issue is crucial for the future of
our societies, which are based on an intergenerational contract. Parents con
tribute to the education of their children with the implicit hope that they will
be rewarded later, when the generation of their children supports them in their
older ages. It has been admitted up to now in Europe that the most effective
way to get this exchange to work is to rely mostly on private transfers from
adults to their young children and to have public systems to transfer resources
from the active to the inactive population or from the healthy to the unhealthy
people.

Let us take two realistic case studies, which oversimplify the situation
various EU countries will face in the future. Will children take in charge simi
larly their dependent fathers in their old age, whether these raised them, together
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with their spouses, or paid a reasonably generouschild support after theirdi
vorce?Willtheybe efficientcaregivers for their elderlyparents,whatevertheir
presentsituation: still marriedto theironlyspouse,separatedfromhim (her)or
livingwith a second(third ... ) partner?

Answers to these questions are important not only for these individuals
but for societyas a whole. If maritalstatusdoes matter,for betteror worse,the
difference betweentwo countries like Franceand Italy will probablybe much
greater in 2050 than that reflected in population numbers. Present disparities
in their fertility trendsand levelspoint to disparities in family systems,which
shouldexcludeaggregation and globalization.

2. Eastern-Western European fertilitydifferentials

Fertility levels in Eastern Europe, exemplified by the Russian case, are
not verydifferentfromthosein EU.Moreprecisely, periodrates for 1990-1995
or cohort rates for women born in 1963 are midway between the relatively
high levelsin Franceand the UnitedKingdomand the extremelylow levels in
Germany and Italy (table4).

Discrepancies areelsewhere. First,meanageat childbirth is muchlowerin
the RussianFederation: an enormous three-yeargap with respect to the West
ern countries, whichare fairly homogeneous on this point Second,mean ages
were still declining in the Russian Federation when that trend had been re
versed for a long time in EU countries. Third,cohort rates, variations in mean
age at childbirthand periodrates apparently failed to be consistentin the Rus
sianFederation, but the expectedTFRshouldhavebeen comparedwith earlier
actualrates, becauseof earlierchildbirth. 1

Otherdiscrepancies are linkedto the maritaland non-marital components
of total fertility. EU is diverseon thatpointbecauseof theunequalcontribution
of unmarried parents, substantial in Franceand the UnitedKingdomand very
limitedin Germanyand Italy; the RussianFederation stands in the middlebut
diverges substantially by virtueof the highproportion of ever-married persons

TABLE 4. TEMPO AND QUANTUM COMPONENTS OFPERIOD FERTILITY RATES
INTHE RUSSIAN FEDERATION AND COUNTRIES OFTHE EUROPEAN UNION

United R"";""
France Germany Italy Kingdom FdertIdmI

(a) TFR (birth cohort 1963) (births
perwoman) ........................ 2.02 1.57 1.57 1.89 1.71

(b) Mean age at birth (birth
cohort 1963)(years).................. 28.0 27.5 28.4 28.0 24.7

(c) Variationin mean age at birth (birth
cohort 1958-1963)(years) ............. +0.6 +0.6 +1.0 +0.5 -0.6

(d) Expectedperiod TFR [a (1 - ciS)]
(births per woman)................... 1.78 1.38 1.26 1.70 1.92

(e) Actual TFR (1990-1995)(births
per woman) ........................ 1.72 1.30 1.28 1.78 1.55

Sources: United Nations (2001); and Conseil de l'Europe (1999).
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(table 5). That specificity is reinforced by the prevalence ofyoung ages at m r
riage, which is consistent with early childbirth.

More generally, family-building in the Russian Federation differs fr m
the Western models through the coexistence of three traits:

(a) Marriage is frequent and takesplace atyoung ages.This ancient spec' c
ity is shared by all the populations east of the Saint Petersburg-Trieste line, alre dy
drawnby J. Hajnal. The political and economic crisis of the 1990s has resulte in
a sharp decline in marriage rates, but it could be a short-term reaction to acute
certainties. Some people thought that early marriage was a way for young pers ns
to procure some facilities like independent housing during the Soviet period, ut
this is an oversimplification which severely underestimates the importance a
deeply rooted practice ofyoung marriage in the Russian Federation;

(b) Divorce is frequent too. Halfofmarriages result in a divorce. By he
mid-1960s, after a limited reform ofthe judicial procedure, numbers have s 
rocketed to 30 divorces per 100 marriages, at a time when there were 10-15 er
100 marriages in most Western countries. A continuous rise since that pe od
has put divorce frequency in the Russian Federation at one ofthe highest le Is
in the world, with Sweden and the United States ofAmerica;

(c) The combination ofearly and frequent marriage with a high divo ce
rate is very unusual. In Western Europe, the rise in divorce has paralleled e
decline and delay in marriages. It is made possible in the Russian Federat on
by the existence ofa dense family network, which interferes continuously ith
the daily life of couples and families. The cohabitation of different adult g n
erations in the same household (young couples frequently live with parent or
in-laws) and the intergenerational support (child-sitting, shared food, finan ial
aid etc.) are not only the result of economic difficulties but also the prod ct
of old traditions, brought from rural settings to modern urban sites. Cohab ta
tion in the same household not only helps solve the housing shortage but lso
permits early marriage to be a first step towards material independence; i is
also one of the safety nets offered to former spouses after their divorce. ost
importantly, it gives the young generation a stable framework for their soc al
ization after the separation from their parents.

TABLE 5. MARRIAGE AND MARITAL FERTILITY COMPONENTS OF FERTILITY RATES
IN COUNTRIES OF THE EUROPEAN UNION AND THE RUSSIAN FEDERATION

United
France Germany Italy Kingdom

(a) Total fertility rate (period 1990-1995)
(births per woman) ................ 1.72 1.30 1.28 1.78

(b) Proportion of ultimately married
women (birth cohort 1963) ......... 0.75 0.80 0.83 0.81

(c) Proportion of children born from
married parents (period 1990-1995) 0.66 0.87 0.93 0.69

(d) Estimated number of "legitimate"
births to ultimately married women
[a x db] ..............•......... 1.52 1.41 1.43 1.52

Sources: United Nations (2001); and Conseil de l'Europe (1999); and A. Avdee
A. Monnier, "La nuptialite russe: nne complexite meconnue", Population, Nos. 4-5 (1999).
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The family network is probably the central part of the Russian family
system, with important implications for the future when the ageing of the so
ciety increases the weight of the elderly and puts more pressure than ever on
families. Private solidarity will find traditional channels more easily accessible
than in most Western European countries. The heavy strain currently being put
on family networks by the transition to market economy must be watched with
great concern.

B. DIVERSITIES IN EUROPE ON MORTALITY

1. Diversity in the European Union on mortality

Contrary to what has been just shown concerning fertility, there is a re
markable homogeneity in mortality levels throughout EU. We have already
exhibited life expectancies at birth in table 1, but even such a volatile index as
the infant mortality rate has a limited range of values: in the four more popu
lated EU countries in 1997, it was as low as 4.7 per 1,000 in France and as high
as 5.9 per 1,000 in the United Kingdom, at the two extremes.

A classical decomposition oflife expectancy by age and sex does not intro
duce major changes in that preliminary observation. Differentials between men
and women are somewhat more contrasted than average life durations, ranging
from 5.2 years in the United Kingdom to 7.9 in France. The gap between the
two extremes has increased since the 1980s, because male over-mortality
declined more rapidly in the United Kingdom, but these discrepancies are
long-lasting and relatively moderate. EU countries are all characterized by an
important male excess mortality. Similarly, differentials associated with age
are limited: for instance, the expectation of life at age 65 is lower in France
than in Germany and Italy, but the difference never exceeds two years. On all
these aspects, the homogeneity of EU countries cannot be questioned. All of
them have a long survival; in technical terms, their survivorship curve declines
so late that the area under the curve looks like a rectangle (table 6).

A long survival has direct consequences for numbers and age structure in
any population, but its impact on the other features of the society are at best
indirect. For instance, the distinction between actives and non-actives is linked
with age, and demographers often contrast people in working age with those
out of that bracket, but the divide between active and inactive people is more
pertinent for social policy. The most direct and socially pertinent associate with
age and mortality is health. Mortality is just an indication of a more important
issue: how healthy are the survivors? That is the reason for the increasing pop
ularity of the decomposition of life expectancy into "good" and "bad" years,
the latter ones being costly for individuals and the society.

The decomposition according to health status gives some contradictory
results. A large portion of life is free of any disability and the average number
of these good years are distributed among the EU countries as life expectan
cies are: France and Italy are in a slightly better position than Germany and
the United Kingdom. However, disparities between the first and second group
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of countries are larger (4.0 years between France and Germany in respect f
disability-free life expectancy, instead of 1.5 years in respect of life expe 
ancy at birth): not only is life longer, but it is also better in France, with on y
15.4 years with some disability against 17.9 in Germany, Unfortunately f r
the French people, their bad years are much worse than in Germany, with 7 9
years of severe disability instead of 5.2. Taken at face value, this last indic 
tor leads to the following conclusions: the most costly years of life are mo e
numerous in France and Italy than in Germany and the United Kingdom, as if
longer life expectancies had been gained in bad physical conditions. Yea s
of severe disability weigh so heavily on the health budget that we could 0
longer consider all these countries homogeneous. What a pity these data 10 k
so unreliable; they would be so valuable for policy-making (table 7)!

Let us conclude with a result obtained for the Netherlands. By age 6 ,
people still have 6.5 disability-free years to live and 10 additional years n
disability. If cancer were eliminated, they would gain disproportionately mo e
bad years than good ones (respectively, 1.6 and 0.6); if heart diseases we e
eliminated, they would maintain the balance between bad and good years (r 
spectively, 1.7 and 1.2); if arthritis and back complaints were eliminated, th ir
total life expectancy would remain unchanged, but they would transform b
years into good ones (an estimated 0.9) (W. J. Nusselder and others, 199 ).
Longer life can be a proxy for healthy life for demographers, but it should n t
be one for politicians.

2. Eastern-Western diversity on mortality

The East-West divide on life expectancy is so clear-cut that it hardly d 
serves any comment. It is a relatively recent phenomenon, which started in e
mid-1960s and which has continuously amplified since. Some improveme t
in the Russian situation after 1995 stopped in 1999 (owing to an epidemic f
flu).

In 30 years, the male situation has progressively deteriorated, while the 
male one has stagnated. It has resulted in an ever-growing excess mortality f r
men: the differential between men and women, which was already important n
the 1960s, is now over 13 years, twice as great as that in France (table 8).

Most of the deterioration has been concentrated in the adult ages, wi
a possible improvement at young ages and a slower-than-average worseni g
for the elderly; but the data quality can probably be questioned at these ag .
Nevertheless, excess mortality over age 65 is not much different from that n
France and the United Kingdom. The quality of survival at working ages h s
probably declined sharply for the last decades.

Causes ofdeath point to two factors responsible for the gap between E 
em and Western countries: heart disease and violence (table 9). The form r
played a major role in decennial trends and differentials. A slow rise in fr 
quency thereof in the Russian Federation contrasted with a sustained decli e
in France and the United Kingdom. The advantage of the French populati n
has been gradually increased; the United Kingdom, which hardly did bett r
than the Russian Federation in 1970, has followed the French example. Cost y
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TABLE6. AGEANDSEX COMPONENTS OFLIFEEXPECTANCY ATBIRTH
IN COUNTRIES OFTHE EUROPEAN UNION(1995)

France

w
00-

Life expectancy at birth (years) .
Men-women differential .

Life expectancy at 65 (years) .
Men-women differential .

Source:Conseil de I'Europe (1999).

Men Women

73.2 79.7
6.5

14.7 18.4
3.7

Germany Italy UnitedKingdom

Men Women Men Women Men Women

73.9 81.8 74.6 81.0 74.3 79.5
7.9 6.4 5.2

16.1 20.6 15.5 19.4 14.8 18.3
4.5 3.9 3.5

TABLE7. HEALTH COMPONENTS OFLIFEEXPECTANCY ATBIRTH
IN COUNTRIES OFTHE EUROPEAN UNION(1994)

France

Life expectancy at birth (years) . . . . . . . . . . . . . . . . 77.7
Disability-free life expectancy (years). . . . . . . . . . . 62.3
Mean number of years in mild disability. . . . . . . . . 7.5
Mean number ofyears in severe disability. . . . . . . 7.9

Germany

76.2
58.3
12.7
5.2

United
ltoly Kingdom

77.5 76.6
60.5 59.9
11.2 12.7
5.8 4.0

Source: J. M. Robine and others, "Les esperances de sante dans I'Union europeenne: analyse
des donnees du Panel des Menages de la Communaute europeenne", Reseeu Esperance de Vie en
Sante (REVES) paper, No. 320, octobre 1998.



TABLE 8. AGE AND SEX COMPONENTS OFLIFE EXPECTANCY AT BIRTH INTHE
RUSSIAN FEDERATION AND COUNTRIES OFTHE EUROPEAN UNION (1995)

Life expectancyat birth (years) . . . . .
Men-womendifferential .

Life expectancyat 65 (years) .
Men-womendifferential. .

Source: Conseil de l'Europe (1999).

France

Men Women

73.2 79.7
6.5

14.7 18.4
3.7

United Kingdom It..silln Fetkrtltio"

Men Women Me" Women

74.3 79.5 58.3 71.7
5.2 13.4

14.8 18.3 10.8 14.9
3.5 4.1

~
0Cl
N

TABLE 9. CAUSE-OF-DEATH COMPONENTS OF STANDARDIZED MORTALITY RATES
INTHE RUSSIAN FEDERATION AND COUNTRIES OFTHE EUROPEAN UNION

(Per hundredthousand)

France (/992) United Kingdom (/992) RussUm Fetkrtltio" (1993)

Men Women Men Women Me" JYomen

Infectiousdiseases .......................... 28 11 5 4 33 7
Cancer.................................... 360 158 324 210 361 160
Diseasesof circulatory system ................. 332 209 554 350 1292 839
Diseasesof respiratory system ................. 86 40 144 82 168 86
Diseasesof digestive system................... 56 31 35 29 63 29
Other diseases.............................. 100 74 106 88 83 55
Injury, poisoning, violence .................... 114 51 46 20 400 95

TOTAL 1075 575 1214 782 2401 1235

Source: V. Shkolnikov,F. Mesle and 1. Vallin, "La crise sanitaire en Russie", Population(juillet-octobre 1995).



techniques and health care for the elderly have been responsible for progress in
Western Europe, but they could not be afforded in the East.

Violent deaths are directly linked to alcoholism. Ups and downs in their
numbers coincide with the anti-alcoholism campaigns. Together with alcohol,
the worsening of economic conditions and the deterioration of the political
system are responsible for these trends. Divergences with EU countries on this
point exhibit consequences of more general differences in ways of living.

There are such deep structural differences between Eastern and Western
Europe in respect of mortality that a real convergence cannot be expected in
the short or even the medium term. Once more, the aggregation ofpopulations
with so very different health conditions, and, probably, health determinants
and systems, looks like a statistical artefact. Ageing, which will be equally im
portant in the Eastern and Western parts of Europe, can hardly be considered a
single issue, when such different answers are likely to be given by societies.

CONCLUSION

The European population will probably decline in the next five decades
by 100 million out of 730 million. The group of people aged 65 years or over
will grow in numbers and, still more, in proportions, up to 27.6 per cent in
2050. A slowly rising fertility (from 1.4 to 1.8 children per woman) and a con
tinuously prolonged life expectancy, up to 80 years, will fuel these movements.
But does that population exist or is it just a statistical aggregate?

There is much diversity in the European family. Intergenerational links,
which will playa crucial role in ageing societies, have become more and more
personal in the Nordic countries, France and the United Kingdom, while they
stayed deeply anchored in marriage in the Mediterranean countries or em
bedded in dense networks in Eastern Europe, especially in the Russian Federa
tion. Not only does that variety result in different fertility levels, but it also
has differentiated implications for socio-economic issues. Private solidarity is
stronger when one moves from personal-type to marriage-type and then network
type families, and the need for social solidarity will be more intense when the
forms of private solidarity are more problematic. If this diversity was to be
maintained during the next 50 years, the tackling ofthe ageing problem would
probably imply differentiated answers throughout Europe.

On health matters, diversity leaves room for an East-West divide. While
most European countries have experienced a substantial increase in life expect
ancy since the 1970s, the Eastern countries have stagnated, owing to the col
lapse oftheir health system and economic regime. There is some uncertainty as
to the quality of life gained during that phase of costly struggle against cancer
and heart diseases. The statistical indices should give more consideration to
these aspects, so that politicians will be in a better position if a choice is to
be made between more years of survival and better years of life. It is doubtful
whether countries in so very different stages of their health transition would
give similar consideration to this topic.
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All European countries in the future will share ageing, but the divers ty
in the components of demographic change throughout Europe precludes y
hastily generalization. Policy implications of that diversity will mean natio al
or regional adaptations to long-lasting socio-economic systems.

NOTE

IActual TFR in the previous four-year period, 1986-1991, was 2.02.
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EUROPE'S DEMOGRAPHIC ISSUES: FERTILITY,
HOUSEHOLD FORMATION AND REPLACEMENT
MIGRATION

Ron Lesthaeghe*

INTRODUCTION

The present paper is meant to give a general overview ofrecent trends in
fertility and in patterns of household formation, and to speculate about future
demographic developments. We apologize for the fact that not enough atten
tion is being paid to Eastern European changes, but the situation in this area is
such that it really requires a special background paper.

Since the outcome of the fertility analysis is that sub-replacement fertility
is not likely to disappear, we equally need to address policy responses that cope
with the consequences of several decades of low fertility. This will inevitably
bring us to discussing the issue of replacement migration. This topic will be
analysed both in terms of its own efficiency (or lack thereof) and in the context
ofother policy measures addressing the problem ofan ageing labour force and
of ageing in general. .

I. FERTILITY

1.1 Trends in periodfertility indicators

The historical fertility transition, that is to say, "the first transition", was
characterized by increased fertility control that predominantly manifested itself
by fertility reductions at older ages. The degree of control typically followed
a learning curve with contraceptive efficiency increasing monotonically with
age (Coale and Trussell, 1974), with parity (Henry, 1953) or with marriage
duration (Page, 1977). This reduction at older ages led to declines in the mean
age at childbearing (MAC), a trend that was reinforced in Western countries by
declining mean age at first marriage (MAFM) as well. More recent elements
contributing to this historical pattern were the adoption of efficient forms of
contraception (hormonal, intrauterine devices (IUDs», which, particularly dur
ing the 1960s and 1970s, eliminated most unplanned pregnancies at older ages
and further reduced fertility beyond age 30. In other countries, and especially
in Eastern Europe, access to legalized abortion fulfilled a similar function.

'Interface Demography, Department of Social Research, Vrije Universiteit Brussel, Brussels,
Belgium.
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The "second demographic transition", by contrast, is characterized by the
adoption of efficient contraception at early ages and therefore by the overall
postponement of parenthood. The contraceptive learning curve is now rising
very steeply at young ages (typically before age 20) and has become much
less a function ofunion duration orparity. Together with the postponement of
marriage and the adoption of new living arrangements, fertility now declines
prior to age 30. This general postponement is the hallmark ofthe second demo
graphic transition as far as the fertility pattern is concerned. During this phase,
period total fertility rates (PTFRs) decline below the replacement level and rec
ord low levels are being reached. As is well known (see, for example, Ryder,
1980), such a tempo shift in fertility is a strong factor in producing an extra
steep decline of period fertility indicators. Particularly when newly incoming
cohorts postpone at a growing rate compared with their immediate predeces
sors, there will be an enhanced depressing effect on the PTFR. Once this trend
is set in motion, two questions arise that are ofdirect relevance for future trends:
(0) To what extent and for how long will such a tempo shift be maintained by
newly arriving cohorts? (b) To what degree will cohorts recuperate after age 30
for fertility forgone during their twenties? An end to the tempo shift, or even
a reduction in the speed of postponement among younger cohorts, definitely
has the potential of raising the PTFR (cf. Bongaarts and Feeney, 1998), but the
magnitude of this "end of postponement" effect strongly depends on the de
gree of fertility recuperation past age 30 (cf. Lesthaeghe and Willems, 1999).
The adjusted PTFR proposed by Bongaarts and Feeney illustrates the effect of
"pure postponement" calculated in the absence of changes in parity-specific
period total fertility rates (PTFRs). Inadequate recuperation at older ages will
depress these parity-specific PTFRs, and this will add a quantum effect to the
tempo effect. If postponement leads, to some degree, to a cancellation of a
first or next birth, the tempo effect will feed a negative quantum effect. Conse
quently we need to inspect recent cohort patterns of fertility for clues regarding
changes in the pace ofpostponement among younger women and regarding pat
terns ofsubsequent recuperation among cohorts that have reached the older ages.
In a later section, we shall concentrate on these issues in greater detail (see also
Frejka and Calot, 2000; and Lesthaeghe and Moors, 2000).

During the second demographic transition, the ages at first sexual inter
course have declined for both sexes. This was obviously a part of the "sexual
revolution" and of the more general normative and ethical changes occurring
since the 1960s. However, the learning curves regarding contraceptive use
effectiveness do not exhibit the same steepness at young ages in all popula
tions. In several countries, distinct subpopulations with slower learning have
emerged, and they exhibit high teenage pregnancy rates often followed by
high teenage fertility as well. Already in the late 1960s, a rise in prenuptial
conceptions followed by precipitated ("shotgun") marriages occurred in many
countries. Sex was learned faster than modem contraception. However, by the
mid-1970s, nothing of this bulge was left in many Western European nations.
In others, though, this pattern has been maintained for much longer or has been
on the rise. In such instances, it has led to a high incidence of teenage lone
motherhood and it is associated with increased child poverty (cf. Bradbury and
Jantti, 1999). The presence of such subpopulations is readily detectable from
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a bump prior to age 25 in period age-specific fertility distributions (Chandola
and others, 1999), from the presence of young lone mothers living either on
their own (in the West) or in their own parental household (in the East) and
from the proportions of children currently being raised in lone-parent house
holds typically headed by mothers under age 25.

These features are furthermore contingent on two other demographic
variables, namely, the nuptiality patterns as they existed prior to the 1960s and
have evolved since then, and the path followed during the phase ofcontracep
tive modernization.

With respect to the first factor, the old cleavage along the Hajnal line,
dividing Europe in a western and an eastern half, is of significance again. In
the West, the MAFMs rose after 1965, whereas they remained low in the East.
Communist policies, reserving housing for married couples, stimulating fe
male labour-force participation and eliminating unemployment, produced
stable living conditions which contributed to the maintenance of the historical
pattern of earlier marriage. At present, the issue is whether the features of the
Western second demographic transition are currently spreading to Eastern Eu
rope as well: are ages at first marriage increasing as a result ofthe development
of alternative and often temporary childless living arrangements? If so, these
countries too would have a postponement effect over and above that caused by
the events of 1989.

The second factor, namely, the modernization of contraception, equally
produces an East-West divide, with Eastern Europe relying much more on
abortion and on traditional methods of contraception (non-supply methods).
"Roller-coaster" policies with waves of liberalization and restrictions concern
ing access to abortion (see, for example, Stloukal, 1998) combined with the
lack of support for hormonal contraception have left the East with significantly
lower contraceptive use-effectiveness and a considerable "unmet need" (Klij
zing, 2000). Hence, during the 1970s and 1980s, Eastern European countries
still faced the problem ofunplanned pregnancies for women at older ages, and
still had ample room for fertility declines at ages above 30. Eastern European
countries are typically more than a decade behind the Western ones in making
the pattern shift in fertility: fertility rates after age 30 were still declining (and
often these prior to age 30 increasing) before 1980, when Western patterns had
definitively, shifted to the postponement and subsequent partial recuperation
pattern (Lesthaeghe and Moors, 2000). At present, the question for Eastern Eu
rope is again whether they will be following this Western pattern. Since 1990,
most Eastern countries have had rapidly falling fertility at all ages, and only
in Hungary, Slovenia and Croatia are there signs of fertility rises after age 30
(Lesthaeghe and Moors, 2000).

A first synoptic picture of the current situation is offered in table 1 and
figure I through a set of classic indicators: the PTFR, the mean age at first
childbearing (MACl), the teenage fertility rate, the number of abortions per
100 live births and the percentage ofbirths out ofwedlock. The data pertain to
the period 1995-1997. At present, only 3 of the 35 countries considered are at
replacement-level fertility or close to it: Iceland, the United States ofAmerica
and New Zealand Ofthe 18 Eastern European populations except east Germany,
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Figure I. Period total fertility rates (PTFRs) and mean ages
at birtb offtnt cbUd (MAC1), 1996-1997
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9 have an early reproductive pattern with MAC I below age 24. However, this
early start of reproduction has not prevented them from having steep PTFR
declines during the 1990s. Only two countries, Yugoslavia (including Kosovo)
and Croatia, have PTFRs close to 1.7 or just above it. Eight Eastern European
countries have PTFRs lower than 1.5 and three dipped below 1.3 children. In
this set, we have not included the former German Democratic Republic, which
had a PTFR value ofbarely 0.95 in 1996.

The Western countries have developed much later ages at childbearing.
There are only three countries for which MAC I is below 26: Iceland, the
United States and Portugal. The majority of countries are located within the
26-28 range, and five countries have MACI values above 28: Switzerland,
France, Germany (the former Federal Republic of Germany), Luxembourg
and especially the Netherlands with the latest start of fertility of all (MACI
close to age 30). The fertility levels, however, vary widely and range be
tween 1.1 and replacement level. On the whole, most Scandinavian countries
and non-European Western countries (the United States, Canada, New Zealand
and Australia) have the highest levels (above 1.6), whereas the Mediterranean
countries all have the lowest levels (PTFR between 1.1 and 1.5). The general
lesson to be drawn from figure I is that the earlier starters had by no means
higher fertility during the 1990s, which is again an indication of the fact that
recuperation at older ages can partially offset the effect of postponement.

Before turning to details, we also wish to attract attention to several other
features indicated in table I and figure I. The different symbols used in the
figure indicate (a) teenage fertility levels (age group 15-19) in excess of20 per
thousand and (b) abortions per 100 live births in excess of 20 and above 60
respectively. The first indicator signals the presence of a young subpopulation
with a slower contraceptive learning curve, whereas the second one indicates
a slower contraceptive modernization for either a subgroup or the entire popu
lation. In a few cases, namely, Ireland and Portugal, legal restrictions are the
cause of low abortion rates, but these two countries exhibit a slower contracep
tive modernization as well.

The countries with high teenage fertility and/or high abortion figures
are typically Eastern European and the cluster of "Anglo-Saxon" countries
(namely, the United States, the United Kingdom of Great Britain and North
ern Ireland, New Zealand, Australia and to a lesser degree also Canada). The
United States in particular has high fertility rates for teenage women (58 per
thousand), and this cannot be explained by a history ofearly marriage as is, for
instance, the case for Ukraine (54 per thousand) or the Republic of Moldova
(53 per thousand). Particularly high abortion figures are still prevailing in the
late 1990s in a set of former communist countries. Romania leads this group
(213 abortions per 100 live births), closely followed by the Russian Federation
(179) and Ukraine (153); but several other Eastern European or Baltic coun
tries equally have abortion figures in excess of 100 live births: Bulgaria (130),
Estonia (127) and Latvia (123). High abortion figures by Western standards,
that is to say, above 25 per 100 live births, are found in the United States (38),
Australia (36), Sweden (34), Japan (29) and Canada (28). Evidently, not all
Western countries have "perfectly contracepting" populations. .
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1.2. Cohort fertility in Western countries and expectations for the future

The picture presented so far only gives a synoptic cross-sectional view
of what is essentially unfolding at the cohort level. Also, recent cohort trends
provide better clues about the more likely future developments. There are two
ways ofrepresenting cohort fertility. The first one typically looks at cumulative
cohort fertility, either directly or in the form of deviations from a benchmark
cohort. The latter form brings out the postponement and recuperation features
in a very telling way (see, for example, Frejka and Calot, 2000). The second
method focuses on the evolution of the separate age-specific fertility rates for
each cohort without cumulation, and this is ideally suited to bring out accel
eration in trends or period-linked distortions. Such distortions show up in the
diagonal location of peaks and troughs. In what follows we shall refrain from
presenting long series of graphical representations since the first set (devia
tions from a benchmark cohort) is given and discussed in Frejka and Calot
(2000, figures 3A through 3D), and the second set (cohort age-specific rates)
is presented and commented upon in Lesthaeghe and Moors (2000, figures 5
to 20). Instead, we will only present four indicators of cohort fertility change
in table 2.

The first indicator (A) captures the magnitude of the trough produced by
postponement by measuring the cumulative deficit in the number of children
by age 30 for the cohorts reaching adulthood (that is to say, ages 15-19) in
1985 compared with the offspring at that age realized by the cohorts reach
ing adulthood in 1960. Using the graphical method of cumulative deviations
from a benchmark cohort, this indicator corresponds to line A in figure II (the
Netherlands example). The second indicator (B) measures the extent of past
recuperation for the latest cohort reaching age 40, by measuring the distance
to replacement fertility (cohort total fertility rate (CTFR) = 2.08). This cor
responds to line B in figure II. Obviously, these two indicators already give a
more "historical" view of the Western postponement and partial recuperation
patterns.

The third indicator (C) measures how much further the cumulated defi
cit by age 30 has advanced in the cohorts reaching adulthood in 1985 com
pared with their predecessors of 1975. Large figures indicate a speeding up of
postponement in the late 1980s and early 1990s. This indicator corresponds to
distance C in figure II. Finally, the fourth indicator (D) shows to what extent
the younger cohorts reaching adulthood in 1990 (see line D in figure II) have
slipped further back by age 25 compared with their predecessors of 1980. This
indicator gives a higher relative weight to teenage fertility and its trend, but it
also brings out whether the postponement trend has been accelerating or de
celerating during the 1990s. This is ofparticular importance for understanding
and even predicting the eventuality of emerging increases in PTFRs. As indi
cated earlier, such a slowing down ofpostponement among incoming cohorts,
in tandem with even only partial recuperation among older ones, is capable of
producing modest rises in period total fertility levels.

Obviously, the forecasting of future PTFRs is highly dependent on yet
unknown degrees of recuperation past age 30 for cohorts reaching adulthood
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TABLE 2. INDICATORSOF POSTPONEMENT AND RECUPERATION OF COHORTFERTILITYIN WESTERN COUNTRIES

Past trend(A. B) RecenI postponemem (C. D)

A. Trough produced by
postponement: cumulated d4icit by
uge 30forcohart reaching 15-19 in
1985 relative to predecessor of1960

B. Recuperation:
cumulateddeficit by uge'40 for cohort

reaching 15-19 in 1975 relative to
replacementfertility (=2.08)

C. RecenIpostponement: D. Youngest cohort:
culrllllatedd4icit by uge 30 for cumulated deficit by age 25 for cohort
cohortreoching 15-19 in 1985 reaching 15-19 in 1990 compared with

compared with predecessor of1975 predecessor of1980

\;.)
IQ
N

1. Northern Europe
Sweden .
Norway .
Finland .
Denmark .

2. Western Europe
2 (0) France .

United Kingdom .

2 (b) Netherlands .
Belgium .

2 (c) Germany (FRG) ..
Austria .
Switzerland .

3. Southern Europe
Spain ..
Italy ..
Portugal .
Greece .

4. Other
Australia .
Canada .
United States .
Japan .
Ireland .
Iceland .

-0.66 +0.02 -0.11 -0.09
-0.55 -0.04 -0.15 -0.12
-0.33 -0.19 -0.13 -0.21
-0.65 -0.22 -0.14 -0.12

-0.71 +0.02 -0.36 -0.25
-0.76 +0.01 -025 -0.09

-0.90 -0.25 -0.31 -0.10
-0.55 -0.22 -0.19 -0.11

-0.58 -0.50 -024 -0.04
-0.58 -0.36 -0.27 -0.20
-0.64 -0.35 -0.24 -0.04

-0.87 -0.27 -0.53 -0.30
-0.80 -0.36 -0.44 -0.26
-0.53 -0.23 -0.32 -0.30
-0.42 -0.18 -0.21 -0.43

-0.82 +0.12 -0.35 -0.16
-0.73 -0.22 -0.20 -0.09
-0.51 -0.10 -0.03 -0.02
-0.74 -0.25 -0.45 -0.10
-0.88 +0.38 -0.85 -0.22
-0.75 +0.37 -0.18 -0.23

Sources: Calculated from series ofage-specific feltility rates in Council of Europe (1999), country-specifictables x-3, and United Nations Demographic Yearbooks, various years.
NOTE: Multiplicationby 100gives the deviations in number of children per 100 women.



Figure II. The Netherlands-completed cohort fertility by age
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after 1985, and from this point ofview their age-specific fertility rates (ASFRs)
in age groups 30-34 and 35-39 need close monitoring as well.

The four indicators provide only a summary and are not a substitute for
the full picture of cohort fertility experiences; but they are still useful in com
paring and classifying the experience of Westem countries. Table 2 presents
the results.

The first group that can be distinguished are the Scandinavian countries.
The troughs (indicator A) are small (Finland) to modest (Sweden, Norway,
Denmark) and the latest cohorts reaching age 40 have brought their CTFRs
close to replacement level (Sweden and Norway) or leave a modest deficit
only (about -0.20 in Finland and Denmark). Also, the indicators C and D of
more recent postponement show modest levels, and this and the steadily rising
fertility after age 30 are the main reasons why Scandinavian period fertility
levels remained fairly high by European standards. Among these populations,
the position of Sweden is special given the strong period distortion induced
around 1990.

The second group is made up of Western European countries, but these
exhibit quite a bit of heterogeneity. France and the United Kingdom, with al
most diametrically opposed family policies, have been nearly identical twins
as far as their PTFRs are concerned: in 1970 this indicator was 2.47 in France
and 2.45 in the United Kingdom, and in 1997 both populations had a PTFR of
1.71. The largest difference in PTFRs was barely 0.12 children in 1975. From
table 2 it also appears that the cohort "trough" (A) was very similar, and that
the latest cohorts reaching age 40 made it exactly to replacement-level fertil
ity in both countries (B). The main difference between them is that the United
Kingdom could realize this at the expense of much higher teenage fertility.
This shows up in indicators C and D as well: postponement during the 1990s
progressed faster in France than in the United Kingdom, and it could very well
be that the PTFR in France could dip below the 1.70 level. The crucial ele
ment here is again future recuperation. Incidentally, the same could happen to
the United Kingdom, since the rise in the ASFRs past age 30 is slowing down
more in the United Kingdom than in France.

The next set oftwins comprises the two Low Countries, namely, the Neth
erlands and Belgium: their PTFRs have not deviated from each other for more
than 0.10 children since 1975. However, the Netherlands has had a massive
postponement effect (indicator A = -0.90), whereas that of Belgium has been
much more modest (A = -0.55); but the recuperation effect has been equally
impressive in the Netherlands, and in both countries the latest cohorts reaching
age 40 fall short of replacement CTFR by about 0.25 children. In the Nether
lands, this record postponement did continue at a respectable speed for cohorts
reaching adulthood around 1985 (C). In both countries, the youngest cohorts
still have lost ground by age 25, but at a much slower speed than before. Very
recent PTFR estimates for Belgium (Deboosere and others, 2000) indicate a
modest rise (from 1.55 in 1995 to about 1.63 in 1999), which could be partially
due to this reduced pace ofpostponement.

The third set of Western European countries is made up of western Ger
many (former Federal Republic of Germany), Austria and Switzerland. They

394



all experienced a more moderate postponement-induced trough (A), but com
pared with the other countries in the second group, the latest cohort reaching age
40 failed to recuperate at older ages to a much larger degree. These older cohorts
were 0.33 to 0.50 children short ofreplacement CTFR (see B). The cohorts reach
ing adulthood in the 1980s nearly produced half of the overall postponement ef
fect (compare A with C), and they would have to display a major recuperation
effect to come even close to a CTFR of1.60. In Germany and Switzerland, but
not yet in Austria, the youngest cohorts have not significantly fallen back by age
25 compared with their predecessors that are 10 years older (D). Again, it is this
delicate balance between a slowing down ofpostponement and the yet unknown
degree of recuperation past age 30 that will determine whether the already low
PTFRs in these countries will slide further down or stabilize.

The third group is made up of the Southern European countries, and they
all had, although starting at different times, very large postponement effects
with weak recuperation. The "pioneers" of the new fertility regime in the third
group were Italy and Spain, and they have the largest troughs (-0.80 and -0.87
respectively) after the Netherlands (-0.90) and Ireland (-0.88) (see A). Also,
the latest cohorts reaching age 40 had a weak recuperation, and the CTFR fell
to about 1.70 in Italy and 1.80 in Spain for them. These figures are very likely
to drop. Half or more than half of the trough is produced by cohorts reaching
adulthood in the mid-1980s (C), and, even more significantly, the very young
est cohorts, followed until age 25, are dropping further behind (D = -0.26
and -0.30 respectively). In Portugal and Greece, the evolution started later,
and hence both the trough (A) and the deficit for the older cohorts relative
to replacement-level fertility (B) are smaller than in Italy or Spain, but the
postponement among the youngest cohorts is still fully developing (see D).
Already by age 25, Greek cohorts reaching adulthood in 1990 are 0.43 chil
dren behind the offspring realized at this age by their predecessors of 10 years
before. Hence, in the absence ofany miraculous recuperation effect, CTFRs in
Southern Europe are very likely to drop considerably, and possibly to levels of
about 1.5 in Italy, 1.6 in Spain and 1.7 in Greece and Portugal. PTFRs are more
likely to decline further than to stabilize, unless a rather spectacular recupera
tion at older ages occurs in the next decade.

The fourth group is a highly heterogeneous collection. Canada has a co
hort profile that comes close to that of the Low Countries with modest recuper
ation for the oldest cohort (B = -0.22) and a slowing down ofpostponement as
well (D = -0.09). Australia is more like the France-United Kingdom tandem,
with a deeper trough but with strong recuperation in the past, even to the point
of still exceeding the replacement fertility level (B). However, the recent post
ponement trend is stronger than in Canada and about equal to that of France.
The Japanese experience fits that of Southern Europe in the past: a large post
ponement trough at age 30 (A), followed by inadequate recuperation and hence
a recent CTFR of about 1.80 (B). Much of this postponement occurred after
1985 (see C), but the lag produced by the youngest cohort reaching age 25 is
much smaller than in Southern Europe (D = -0.10 only).

The United States is very atypical in the sense that it is the country with
the weakest marks of the Western postponement syndrome. Its postponement
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trough at age 30 compared with cohort fertility at that age 25 years earlier is
fairly small (A = -0.51), the latest cohort attains replacement-level fertility and
the cohorts reaching adulthood since the mid-l 980s have exhibited virtually no
postponement at all (C = -0.03 and D = -0.02). Behind this striking stability in
cohort fertility profiles, however, large educational differences are to be found
in the United States (cf. Rindfuss and others, 1996), with the least educated not
following the postponement-recuperation pattern of the most educated.

Finally, Iceland and Ireland still had PTFRs above replacement level in
1990 (2.3 and 2.1, respectively) and had modest declines since (to 2.0 and 1.9
in 1997). Nevertheless, past fertility levels were still sufficiently high for a
large postponement effect (A = -0.75 and -0.88, respectively) not to threaten
cohort replacement fertility: the latest cohorts reaching age 40 still had 0.37
and 0.38 children, respectively, in excess of the replacement level. However,
postponement is much more recent in Ireland (compare C with A) which ex
plains the much faster decline of the PTFR from considerably higher levels
than in Iceland during the 1980s. At present, postponement among the young
est cohorts is progressing at a similar speed in the two countries, but Ireland
still had declining fertility rates at ages above 30 till 1994, whereas Iceland has
been displaying a rise since 1985.

1.3 Cohortfertility in Central and Eastern Europe

As is well known, the sudden political changes of 1989 marked a decisive
turning point in the fertility trends of former communist countries. Of the 18
emerging nations, 15 had PTFRs above 1.80 in 1990 and 10 had PTFRs above
replacement level. By 1993, 13 had PTFRs below 1.70 and 8 below 1.55. The
PTFR drop was particularly pronounced in the former German Democratic Re
public (PTFR in 1993 ofbarely 0.78), the Russian Federation (1.39), Slovenia
(1.34), Bulgaria (1.46), Estonia (1.45), Romania (1.44), Latvia (1.51), Croatia
(1.52) and Ukraine (1.55). In several countries, however, and most noticeably
in the former Yugoslav republics, the decline had started earlier. For instance,
Croatia and Slovenia started a Western-like postponement with the cohorts
reaching adulthood after 1975. Also Bulgaria had declining fertility before age
30 starting with such early cohorts. Evidently, a number of communist coun
tries had initiated the postponement phase well before the events of 1989.

The magnitude of the cohort fertility declines in the former communist
countries can be appreciated from the indicators in table 3. D (as in table 2)
gives the cumulated deficit of the cohorts reaching adulthood (ages 15-19) in
1990 compared with that of their predecessors of 1980 at the same age (see
also D in figure III, with respect to the Bulgarian example). This youngest
cohort started procreation almost entirely after 1989, and it is being compared
with the cohort that started mainly in the 10 years preceding the end of the old
regime. C and E (see also lines in figure III) show the deficit for older cohorts
that had their fertility both before and after the events of 1989, and each of
them is being compared with their respective predecessors that are 10 years
older and had most or all of their fertility before that date.
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TABLE3. INDICATORS OF COHORT FERTILITY DECLINES
IN FORMER COMMUNIST COUNTRIES

C. Middlecohort:
cumulateddeficitby

age 30for cohort
reachingage group15-19

in 1985comparedwith
predecessor of1975

D. Youngest cohort:
cumulateddeficitby age
25for cohort reaching

age group15-19 in
1990comparedwith

predecessor
of1980

E. Oldestcohort:
cumulated deficit by age
35for cohortreaching

age group15-19in
1980comparedwith
predecessorof 1970

1.

2.

3.

Central and Eastern Europe
Germany" ............. -0.24 -0.33 +0.06
Poland ................ -0.24 -0.36 -0.08
Czech Republic ......... -0.25 -0.47 -0.11
Slovakia .............. -0.23 -0.41 -0.11
Hungary............... -0.13 -0.39 +0.05
Romania .............. -0.58 -0.51 -0.28
Bulgaria............... -0.31 -0.44 -0.19

Former Soviet Union
Russian Federation ...... -0.20 -0.20 -0.11
Ukraine ............... -0.16 -0.23 -0.16
Belarus ............... -0.23 -0.19 -0.15
Republic of Moldova .... -0.30 -0.22 -0.13
Estonia................ -0.21 -0.33 -0.01
Latvia ................ -0.12 -0.30 +0.01
Lithuania .............. -0.17 -0.18 -0.11

Former Yugoslavia
Slovenia............... -0.39 -0.47 -0.10
Croatia................ -0.24 -0.33 -0.06
Former Yugoslavia ...... -0.21 -0.24 -0.03
FYR Macedonia"........ -0.13 -0.14 -0.10
Bosnia and Herzegovina ..

Source: Calculated from series of age-specific fertility rates in Council of Europe (1999).
NOTE:Indices C and D are the same as in table 2; multiplication by 100 gives the deviations

in number of children per 100 women.
"German Democratic Republic.
1Yfhe former Yugoslav Republic of Macedonia.

By age 25, large fertility deficits are recorded for the "post-communist"
cohorts in excess of0040 children in five countries: Romania (-0.51), the Czech
Republic and Slovenia (-0.47), Bulgaria (-0.44) and Slovakia (-0041). Very often,
they also have sizeable reductions by age 30 for the cohort that reached adult
hood in 1985, and particularly Romania, Bulgaria and Slovenia stand out in
this respect. The declines in cohort fertility in the former parts of the Soviet
Union are generally more modest than in the other Central and Eastern Eu
ropean countries, but among the former Soviet republics, the declines for the
youngest cohort are highest in the two Baltic States of Estonia (-0.33) and
Latvia (-0.30). In the republics of the former Yugoslavia, there is a clear north
south gradation with the strongest reaction in Slovenia and the smallest in the
former Yugoslav Republic of Macedonia.

More generally, there seems to be a stronger reaction in countries that
had higher standards of living and/or were more oriented towards the West,
with Romania being the major exception. Hence, it is not so much absolute
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Figure III. Bulgaria-completed cohort fertility by age
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deprivation (that is to say, actual living standards) as relative deprivation (meas
ured against Western living styles and consumption aspirations) that seems to
account for the more pronounced fertility reduction of younger cohorts after
1989. Nevertheless, it is the overall postponement for all cohorts and at all ages
that has driven down the PTFRs in these populations.

Future PTFR levels are likely to remain depressed, but a rise could be
envisaged when the younger "post-communist" cohorts decided to make up,
at least partially, for currently postponed births. Given the historically rather
narrow variance in the parity distributions (cf. Barkalov, 1999) and little pro
gression beyond the second child, older cohorts are more likely to stop and
take unrealized fertility for granted. A minor factor operating in the opposite
direction-but socially a felicitous one-is the decline in teenage fertility and
the end of the ''teenage fertility bulge" that many former communist countries
had experienced, roughly between 1975 and 1995 (for example, early bulges
in the Czech Republic, Hungary, Romania, Slovenia and Croatia, and a later
bulge in the former Soviet republics).

1.4 Family policies (European Union) and experience with fertility policies
(former German Democratic Republic, Russian Federation, Sweden)

The overview offamily policies during the 1990s is unfortunately limited
to the 15 European Union (EU) countries, and a set of indicators is given in
table 4. The first two indicators pertain to the length ofmaternity leave and the
associated benefits expressed as a percentage offemale wages. The second pair
of indicators give the amount of child allowance benefits and the use of child
day-care facilities for children between ages 3 and 5. The last pair gives the
overall income transfers in euros (tax benefits included) per child for a house
hold with three children and one earner and for a household with two children
and two earners respectively.

The Scandinavian EU members have a long-standing policy of granting
extensive maternity leaves (for example, 65 weeks in Sweden and 44 in Fin
land) with benefits covering 75-90 per cent ofearnings. The maternity leave in
Denmark is shorter, but still about twice the duration granted in the other EU
States (commonly 14-16 weeks). At the tail of the distribution are the United
Kingdom and Greece where the maternity leave benefits cover only 45 and
50 per cent, respectively, ofmonthly wages. The model form in EU, however,
is the income supplement provided by child allowances. These correspond
to more than 7 per cent of male wages in manufacturing in Austria (11.3),
Belgium (10.4), Luxembourg (8.3), the Netherlands (7.4), Sweden (7.2) and
France (7.1), although such income supplements have remained substantially
below the EU average in Ireland (3.0), Spain (0.3) and Italy (0.0). Use and
availability of day-care facilities for pre-school children (ages 3-5) are high
in Belgium and France (96 per cent of children), Italy (86 per cent), Denmark
(85 per cent) and Sweden (80 per cent), but still low in the Netherlands and
Luxembourg (55 per cent) and Finland (50 per cent) and particularly low in
the United Kingdom and Portugal (35 per cent). Taking also into account tax
benefits for children and various other subsidies for families with children,
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TABLE 4. OVERVIEW OF FAMILY POLICY INDICATORS IN THE EUROPEAN UNION

Duration of Maternity leave benefits Children allowance Percentageof Net monthly contribution per child (euros)

maternity leave (percentage (percentage ofmale children aged 3-5 (a) Three children; (b) 1Wo children;
(weeks), afsalary). wages in manufacturing). in daycare. 1 earner; learners.

1996 1996 1990 1988 1996 1996

Sweden........................ 65 75 7.2 80 514 151
Finland ........................ 44 80 6.2 50 389 210
Denmark....................... 28 90 5.2 85 191 128

Germany....................... 14 100 4.9 65 323 184
Netherlands .................... 16 100 7.4 55 178 -2

.j:>. Belgium ....................... 15 80 10.4 96 463 266
0 Luxembourg .................... 16 100 8.3 55 510 7660

Austria ........................ 16 100 11.3 .. 332 199
France......................... 16 84 7.1 96 517 229

United Kingdom................. 18 45 6.3 35 484 119
Ireland ........................ 14 70 3.0 .. 389 8

Spain ......................... 16 100 0.3 65 43 13
Italy .......................... 20 80 0.0 86 210 -68
Portugal ....................... 14 100 4.9 35 32 36
Greece ........................ 16 50 3.2 65 -338 -155

Sources: De Santis (1999), Ditch and others (1998), Gauthier (1996) and van Solinge and others (1998).



single-earner farnilies with three children and an income at 50 per cent of the
male average are benefiting most (provided that they pay taxes) in France (517
euros per month), Sweden (514 euros per month), Luxembourg (510 euros per
month), the United Kingdom (484 euros per month) and Belgium (463 euros
per month), and least in Spain (43 euros per month), Portugal (32 euros per
month) and particularly in Greece where they suffer a loss (-338 euros per
month). In most countries, such transfers remain positive for dual-earner fami
lies with two children and an income at par with ISOper cent of male average
earnings. In Luxembourg, they benefit even more than much poorer families
(766 euros per month), and in Greece their loss is smaller (-155 euros per
month). In the Netherlands, Ireland, Italy and Portugal, such children-related
transfers have become negligible for such better-off families.

A simple multiple regression indicates that these incentives and transfers
are related to the PTFR. In this regression, we have used the duration ofmater
nity leaves weighted by the proportion of guaranteed income (MATPAY) and
the average of the transfers paid to the two types of families used in table 4
(TRANSF). The regression equation is

100 x PTFR = 138.3 + O.06TRANSF + 0.14MATPAY

Beta-coefficient 0.55 0.07
t 2.27 0.27
significance 0.03 ns
adjusted R square 0.21

The addition of the percentage of children ages 3-5 in day care did not
produce any positive effect. Since the ranking ofcountries according to PTFR
and their family policies has remained almost the same since the mid-1980s,
these regression results for 1996 measurements have a more general validity.
Despite an overall significant correlation, an extra monthly transfer of 100 eu
ros would increase 100 x PTFR by 6 percentage points only and an extra 10
weeks of maternity leave at full pay by only 1.4 percentage points. These cal
culations are of course simply illustrative since the populations in the various
countries are accustomed to their national policies and individuals do not yet
compare themselves across national boundaries in EU.

Experiments with actual policy interventions produce more convincing
results. The former German Democratic Republic, the Russian Federation and
Sweden provide examples. The effects can be followed in table 5 in the cohort
age-specific fertility rates.

In the former German Democratic Republic, a clear dip in fertility was
produced immediately after the liberalization of abortion in 1972, showing
that a substantial proportion ofpregnancies had been unintended. In 1976, this
policy was reversed and pronatalist legislation was passed that prolonged ma
ternity leaves and increased maternity payments of up to one year for working
mothers with at least two children (cf. Buttner and Lutz, 1990). This had a
positive effect of a considerable magnitude, but by the beginning of the 1980s
the cohort fertility profiles simply resumed their downward trend. Immediately
after the Wende, this trend accelerated and produced record low PTFRs with
the absolute trough of 0.77 being reached in 1994.
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TABLE5. COHORT AGE-SPECIFIC FERTILITY RATES IN THREE COUNTRIES
WITH FERTILITY POLICY INTERVENTIONS

ASFR Cohort aged 15-19 in: ASFR maxlASFR

at age 1960 1965 1970 1975 1980 1985 1990 1995 previous cohort

1. FormerGDR ..... 15-19 42 79 43 33 39 31 23 .8 1.1.8
20-24 1.84 1.87 144 1.83 158 135 55 1.27
25-29 112 88 114 110 100 66 1.30
30-34 30 42 39 36 28 lAO
35-39 42 39 10 9
40-44 2 2 2

Mean = 1.29

2. Russian Federation 15-19 27 25 30 35 44 47 56 46 1.07
20-24 148 153 159 158 166 157 114 1.05
25-29 116 108 102 118 93 67 1.16

~ 30-34 60 52 63 48 30 1.21
0 35-39 22 25 19 11 1.14IV

40-44 4 4 2
Mean = 1.13

3. Sweden .......... 15-19 35 49 34 29 16 11 14 9 1.27
20-24 141 120 115 96 82 99 66 1.21
25-29 129 123 124 132 156 126 1.18
30-34 64 71 89 110 99 1.24
35-39 25 30 41 44 1.37
40-44 6 7 7 -

Mean = 1.20

Source: Council of Europe (1999), country-specific tables X-3.

NOTE:ASFRper 1,000 women.



In the formerUnionof SovietSocialistRepublics(USSR),there has been
a clear effect of the pronatalist policies of 1981 as well. Then, the equiva
lent of 30-60 per cent of the average salary was granted at each new birth,
maternity leave was prolongedto up to a full year with partial salary (20 per
cent only) or longerwithout remuneration, and access was given to favourable
loans (Avdeev and Monnier, 1994).At that time, cohort ASFRs rose on aver
age by 13per cent (see table 5) and PTFRsstayedabove replacementlevel for
sevenyears.After 1989,however, this effectwas simplywipedout, and a steep
decline in PTFRsstarted.

In Sweden,a similar fertility rise occurred in the late 1980s,bringing the
PTFRback to 2.14 in 1990,the highest level since the 1960s. The direct cause
of thiswas an extraprolongationofthe alreadylongmaternityleave.It enabled
women to cumulate two maternity leaves by closely spacing two successive
births. CohortASFRs then rose on average by 20 per cent and these rises are
rather similarfor all age groups (see table 5) (Hoemand Hoem, 1997;Anders
son, 1999). Subsequent cutbacks in social provisions and rising unemploy
ment-a novelty in Sweden-produced a backlash (Hoem, 1998). Also, many
coupleshad reached their desiredfinal family size a bit earlier than otherwise
anticipated, and all cohorts irrespective of age curtailed fertility after 1990.
The SwedishPTFRthen droppedsteadilyto 1.53in 1997.In Sweden's Nordic
neighbours, such a policy induced a bulge, and their PTFRs continued to in
crease steadilyto levelsof at least 1.80 in the mid-1990s, mainly as a result of
strong recuperation effectsat older ages.

These three cases illustrate that policy interventions in either direction
can have very noticeable effects on period total fertility, but that these sel
dom last for more than five years. Cohorts adjust to such period stimuli by
either postponingbirths or by moving them forward, only to resume a more
stable long-termfertilitytrend thereafter. Clearly, the other societalchangesof
a socio-economic or cultural nature are far stronger determinants. The lesson
learnedby other countries is that pronatalist fertility policies are costly,given
their temporary effect. To sustain fertility for a substantially longer period,
such incentives would need to "snowball" for the next 15 years or so until the
expenditure becomes so large that it runs directly into competition with the
increasing costs of ageing. Beside this, there are of course interventions that
were never tried before.One of them is to makepensionsin the pay-as-you-go
system partially dependenton procreationas well as on production, that is to
say,on the numberof childrenas well as on past earnings.However, it is highly
questionable whether Western publics or politicians are ready to accept this
logicof unfundedpensions.

II. HOUSEHOLDFORMATION

2.1. Home-leaving and householdformation:
destandardization and diversity

The most salientcharacteristics of Europe's "second demographic transi
tion" are all associatedwith the destandardization of patterns of home-leaving
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and household formation, Destandardization refers to the fact that the classic
ordering of transitions during the life course, and particularly in age bracket
18-30, has been altered. The sequence of first finishing school, subsequently
entering into the labour force, then home-leaving via marriage and finally be
coming a parent is being reordered in ever-larger segments of the population.
New phases of single living, sharing dwellings with age mates, premarital co
habitation and parenthood prior to marriage with or without a partner have
been added, and these can occur before the end ofeducation or before the entry
into the labour force as well.

The destandardization is predicated on both structural and cultural
factors (cf. Lietbroer, 1999), but these tend to act differentially on the vari
ous ingredients of the new patterns. Moreover, historical context matters
quite a bit and developments are strongly path-dependent. Diversity should
therefore not come as a surprise. A list of determinants would include the
following:

(0) The prolongation of education and the "democratization" of access
to higher education. Advanced education has a mechanistic effect in postpon
ing home-leaving or marriage, but it also produces a cluster of additional ef
fects such as increased female economic autonomy, decreased reliance on eco
nomic support from male partners, a longer search on the marriage market
in systems with educational homogamy (cf. Oppenheimer, 1988) and shifting
value preferences;

(b) The emergence of a more libertarian culture with greater tolerance
for alternative lifestyles, which has followed in the wake of the overall weak
ening ofauthority and trust in institutional regularization. As such, this feature
is a correlate of the cohortwise progression of the so-called post-materialist
value orientations which stress grass-roots democracy, self-actualization, toler
ance and ethical autonomy (cf. Inglehart, 1970; Lesthaeghe and Surkyn, 1988).
The innovators of premarital cohabitation have often been persons with sym
pathies for the new left during the 1960s and 1970s (Lesthaeghe and van de
Kaa, 1986) and, even today, premarital cohabitation has remained a correlate
of secularism, tolerance for minorities, relativism in ethics, gender equality,
non-conformist education values, and a preference for leftist or green parties in
countries such as Germany, France, the Netherlands and Belgium (Lesthaeghe
and Moors, 1995, 1996);

(c) The expansion ofthe welfare State, which has fostered earlier partial
or complete economic independence of younger people via income supple
ments (for example, study allowances, reduced tuition, guaranteed minimum
incomes or other social security benefits) or via specific services and facilities
often destined for particular groups (for example, students, lone mothers). Ear
lier independence and premarital cohabitation have to some degree been State
subsidized and have expanded most in nations with advanced welfare systems
(Scandinavia, the Netherlands) and least in nations where young adults are
mostly dependent on parental resources (Southern Europe). This also implies
that the spread of early single living and cohabitation is more dependent on
the type of development of the welfare State than on the growth of economic
prosperity in general;

404



(d) The intergenerational transmission of family instability has also
repeatedly been identified as a crucial factor associated with earlier home
leaving, single living, cohabitation and lone motherhood. Not only is the ac
tual experience of problems in the parental household, such as divorce or re
marriage, a correlate of these phenomena (see, for example, Kiernan, 1992;
Cherlin and others, 1995), but also weaker familistic values in the parental
generation seem to be transmitted across generations (see, for example, Axinn
and Thornton, 1991). As a consequence, certain social strata can generate sub
cultures in which family instability becomes a characteristic trait;

(e) Growing labour-market flexibility leading to less secure and less
structured career development also seems to be associated with the destand
ardization of the life course in young adulthood. Premarital cohabitation and
the postponement of parenthood are responses to periods of job insecurity or
interim phases during the period of career development (see, for example,
Easterlin and others, 1990; Kravdal, 1999).

To this basic list, another set of features can be added that are of impor
tance in more specific settings:

(a) Cycles characterized by weakened economic opportunities for new
cohorts, with increased youth unemployment leading to prolonged economic
dependence on the parental household (for example, in Southern Europe dur
ing the 1980s);

(b) Unfavourable housing conditions, caused either by a structural
housing shortage or by high rents or high purchase prices (see, for example,
Miret-Gamundi, 1997);

(c) Rising consumerism leading to higher aspirations with respect to
material comfort and to higher minimal material standards for establishing a
new household (Easterlin, 1976; Crimmins and others, 1991);

(d) Mechanisms of social diffusion that either foster or inhibit the
spreading of alternative lifestyles or patterns of household formation from the
early innovators to other strata of the population. These factors are often tied
to the social stratification system (see, for example, Kohn, 1977) and to param
eters of social cohesion;

(e) More idiosyncratic or culture-specific factors, such as the survival
of three-generation households in Eastern Europe, or the rise of individual and
autonomous partner choice replacing arranged marriages in Japan (cf. Ogawa
and Retherford, 1993; Tsuya and Oppenheim-Mason, 1995; Retherford and
others, 1996).

2.2. The householdposition ofyoung women in Europe

The differences in patterns of household formation across countries can
be documented by comparing the household positions ofwomen aged 20-24. It
is in this age group that the unfolding of the life course starts. In what follows
we shall make use of the results of the Fertility and Family Surveys (FFS) for
the 1990s and various other sources that give orders ofmagnitude ofpremarital
cohabitation (Kiernan, 1999a, 1999b).
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First ofall, the plotting ofthe percentage ofnon-marital births to all births
against the proportion of young women cohabiting, as shown in figure IV, re
veals that there are essentially four patterns:

(a) Low extramarital fertility coupled with a low incidence of premari
tal cohabitation: this pattern is found in the Mediterranean countries, in Poland
and in Japan. In these instances, the proportion of extramarital births is below
15 per cent and there are fewer than 5 per cent ofwomen aged 20-24 currently
cohabiting. However, in Spain and even more in Portugal, the percentage of
non-marital births has steadily increased to Western European levels. Italy is
the most striking counter-example: despite rapid rises in female education, pre
marital cohabitation has hardly followed the European trend. However, the
mean ages at first marriage in all Mediterranean countries have risen quite
substantially, as in the other Western nations;

(b) Low prevalence of cohabitation but high non-marital fertility: this
pattern is typically the lone-mother variant and it is encountered in Eastern
European countries, but also in Portugal, Ireland, the United Kingdom and
the United States. However, not all lone mothers must show up in their own
separate household; they can also be co-residents in their parental household,
which then comprises three generations. FFS published data do not permit the
identification of such arrangements, and it may well be that the lone-mother
phenomenon in Eastern Europe is underestimated as a result. The bulges of
teenage fertility, referred to earlier, further fuel the suspicion that such three
generation households with lone mothers may be more common in Eastern
Europe. Also, women may pass through the lone-mother stage for a shorter
time-span and then move into marriage at an earlier age. This would equally
lead to a combination ofhigher non-marital fertility and low premarital cohabi
tation in tandem with earlier mean ages at marriage;

(c) High prevalence of cohabitation but low non-marital fertility: this
combination is typical for the more conservative Western European popula
tions where cohabitation has risen but where parenthood is postponed until
after a formal marriage. This pattern is found in Switzerland, where a quarter
ofyoung women are currently cohabiting but in combination with less than 10
per cent of births being out of wedlock. Belgium, the Netherlands and West
Germany also tend to follow this pattern, but extramarital fertility has risen
well above the 10 per cent level during the 1990s. These countries are gradu
ally moving towards the next type;

(d) High prevalence of cohabitation combined with parenthood: this com
bination has been typical for a long time now in the Scandinavian countries, with
Sweden, Denmark and also Iceland being outliers with more than 40 per cent of
young women currently in a cohabiting union. A number of other Western coun
tries, such as France and Canada, and a Baltic country, Estonia, have followed in
this direction at a respectable pace. In these cases, most non-marital fertility occurs
within cohabiting couples, and these tend either to be more stable or to be quickly
succeeded by partner changes and transitions to a next consensual union.

More detailed data for 20 FFS countries are brought together in table 6.
For these countries, we are able to make a distinction between the following
household positions ofwomen aged 20-24:
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Figure IV. Percentage of non-marital births by percentage of women aged 20-24 cohabiting, 1996-1997
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TABLE 6. DISTRIBUTION OF WOMEN AGED 20-24 ACCORDING TO HOUSEHOLD POSITIONS,
FERTILITY AND FAMILY SURVEYS (FFS) COUNTRIES INTHE 1990s

(Percentage)

Resident Cohob. Cohab. Lone Married Married
with Living no with mother(not no with

parents' alone children children co-residing} children children

A. Southern Europe
Italy ................ 87 I I 0 0 4 7
Spain ............... 71 I 3 I 2 6 13
Portugal ............. 75 I 3 0 4 8 18

Mean ............. 79 1 3 0 2 6 13

B. Eastern andCentralEurope
Bulgaria............. 50 I 2 2 5 8 33
Poland .............. 55 I 0 0 3 14 37
Latvia............... 54 7 5 4 II 7 29
Lithuania ............ 51 6 2 I 5 14 38
Slovenia............. 54 3 8 9 4 4 25
Hungary............. 46 3 4 3 4 12 34

Mean ............. 52 4 4 3 5 10 33
C. Western Europe

BelgiumlFlanders...... 54 3 to 2 1 23 9
Netherlands .......... 44 15 20 I I 10 6
France............... 41 17 19 5 4 6 8
Canada.............. 37 9 13 3 7 9 10
Austria .............. 38 12 20 7 6 4 8
Switzerland .......... 36 17 24 I 1 8 7
Germany(former

GDR) ............. 30 15 8 8 6 5 27
Gennany (former

FRG) ............. 37 22 II I 2 7 12
Mean ............. 40 14 16 4 4 9 11

D. Northern Europe
Norway" ............. 16 18 21 12 5 9 16
Sweden" ............. 8 27 32 12 5 4 19

Mean ............. 12 23 27 12 5 7 17

Source: FFScountryreports,appendixtable 4.
aFor those residingwith parents,we do not knowwhethertheyare singleor not (that is to say,

coupleswith or withoutchildren,lone mothers).Owingto the status of the entries in this colunm,
the rowtotals are not equal to lOOpercent.

bAtage 23,rather than for age group 20-24.

(a) Resident in the parental household, which is mostly as a single per
son in Western Europe, but could also be as a lone mother or as a married
person in Eastern Europe;

(b) Living alone, that is to say, without partner or children;

(c) Cohabiting without children, that is to say, not currently married but
with a partner;

(d) Cohabiting with children;

(e) Lone mother, that is to say, without partner but with children and
living in a separate household;

(f) Married without children, and forming a separate household;
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(g) Married with children, also forming a separate household.

In table 6, averages are also calculated for each of the geopolitical areas,
and these reveal the differences between four "families" of countries. The
Southern European group is characterized by very high proportions of women
aged 20-24 (about 80 per cent) still co-resident in the parental household, by a
direct move into marriage, and by few women passing through the intennedi
ate stages of living on their own or cohabiting. These are also countries where
students of either sex (aged 15-24) are more than 90 per cent dependent on
parental support and more rarely draw supplementary incomes from scholar
ships (less than 5 per cent) or from jobs (less than 20 per cent) (Organisation
for Economic Co-operation and Development (OECD), 1999).

The Eastern European group also has a predominant pattern of home
leaving via marriage and, given a long tradition of early marriage, this cluster
has the highest proportion ofyoung married mothers as well. The percentages
in the intermediate living arrangements, namely, living alone, cohabiting or
being a lone mother, are slightly higher than in Southern Europe. It seems that
these features may be spreading more rapidly eastward than southward.

The Western European cluster has a pattern ofhome-leaving that is essen
tially as early as in Eastern Europe, but the transition is not to marriage but to
alternative living arrangements. In these countries, the prevalence ofcohabita
tion with or without children is often higher than that of marriage for women
20-24 (for example, in the Netherlands, France, Austria and Switzerland). In
these countries, the late ages at marriage and at parenthood are strongly related
to the extra time spent in these intermediate household positions. Moreover,
economic dependence on parents among young adults is much lower than in
Southern Europe: a quarter to half derive supplementary incomes from jobs
(Germany, 41 per cent; and United Kingdom, 46 per cent) and from 10 to
over 40 per cent of students (for example, the Netherlands, 44 per cent) have
State fellowships (Organisation for Economic Co-operation and Development
(OECD), 1999). Only Belgium has a more conservative pattern of stronger
reliance on parents (88 per cent), as its fellowship programme withered away
during the 1980s and as part-time jobs remained rare until the mid-1990s.

Finally, the Northern European populations are characterized by the earli
est home-leaving pattern of all, and by transitions either to living alone or to
cohabitation. Moreover, procreation has been detached from the preconditions
of marriage and, as a consequence, fertility postponement during the last two
decades has not been as strong as in many Western European countries. Such
early independence has also been fostered by social policies. Among students,
large proportions benefit from State fellowships (35 per cent in Finland, 46 per
cent in Denmark) and many secure income supplements in the large part-time
job market (Sweden 30 per cent, Finland 37 per cent and Denmark 59 per cent)
(Organisation for Economic Co-operation and Development (OECD), 1999).

The above pattern indicates that the growth of alternative living arrange
ments is predicated not only on historical traditions but also on welfare State
policies towards youths and young adults (State fellowships, subsidized hous
ing and/or transportation) and on an earlier deregulation of the labour market
(availability of part-time jobs). These policies may not have been intended to
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stimulate the growth of alternative living arrangements, but over the years they
did produce such a result.

To sum up, policies that were clearly intended to change fertility trends
have so far not been able to do so in the longer run, but more general policies
supporting students, combined with educational expansion, have provided an
extra prop for the growth of alternative living arrangements.

III. REPLACEMENT MIGRATION

3.1. Old lessonsfrom basic demography

The issue of replacement migration is by no means a new topic in for
mal demography. In 1972, for instance, A. J. Coale started with the reverse
problem for the United States: assuming an initial stationary population and a
fixed number of immigrants (with a fixed age composition), he asked by how
much native American fertility would have to decline in order to offset the
impact of immigrants and their fertility, the aim being the maintenance of a
stationary population with the same annual number of births. At that time, the
United States was obviously worried about rapid population expansion, and
zero population growth (ZPG) was viewed as a national target. Replacement
migration deals with the mirror image of Coale's problem, and the applica
tion of his calculations yields the results presented in table 7. In this table,
we have computed (Lesthaeghe and others, 1988, 1991) what the fertility of
native women (TFRn) would need to be, given three levels of fertility of im
migrants (TFR f) and four levels of immigration, expressed as a percentage of
the fixed birth stream (lIB). The current birth stream of EU is 3.89 million,
and an annual immigrant intake of 10 per cent of that number would suffice to
maintain a stationary population if immigrant women had replacement fertil
ity (TFRf = 2.1) and native women had a TFRn of 1.94. If TFRn drops to 1.84
children, while TFR

f
stays at 2.1, the immigrant intake needs to be 20 per cent

of the birth stream. Obviously, if fertility of immigrants is higher and remains
at that level, the TFRn of natives can be lower. For instance, with lIB ratio of
20 per cent and a constant TFR

f
of 3.0 children, the TFRn is allowed to drop

from 1.84 to 1.75. Applied to EU, if the TFRn is 1.59, a stationary population
could be maintained if foreign women have a constant TFR f of 3.0 and if the
annual intake of immigrants is slightly over 1 million per year. Similarly, with
a TFRn of 1.62, EU would need an annual intake ofjust over 1.5 million immi
grants if these had replacement fertility. Incidentally, this theoretical outcome
is very close to the simulation results of the United Nations '(2001; see also
table 8, column 1): around 2040, about 1.42 million immigrants per year will
be needed to maintain the EU population size at its present level. The orders of
magnitude are hence quite clear: the annual number of immigrants in EU will
have to rise and then stay well above 1 million in order to compensate for sus
tained low native fertility corresponding to a TFRn of about 1.6 children, given
that immigrants themselves maintain their own fertility at replacement levels
or slightly higher (up to TFRf = 3.0). For this immigration to be cut down to 20
per cent of the birth stream or to about 0.8 million per year, the EU native TFR
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TABLE 7. FRACTIONS OF THE ANNUAL BIRTHSTREAM THAT WOULD NEED TO BE FILLEDBY
IMMIGRANTS (lIB) IN ORDERTO MAINTAIN A STATIONARY POPULATION, GIVENVARIOUS
TOTAL FERTILITY RATES OF LOCALLY (TFRN) AND FOREIGN-BORN (TFRF) WOMEN

Implied annual number of
TFRf fertility, liB: requirednumber of immigrants to EU in order
foreign-born TFR"fertility, immigrantsas percentage to maintain current birth

women native women ofbirth stream stream (3,892,000)'

2.1 1.94 10 389200
3.0 1.90 10
4.0 1.85 10

2.1 1.84 20 778400
3.0 1.75 20
4.0 1.64 20

2.1 1.73 30 I 167600
3.0 1.59 30
4.0 1.44 30

2.1 1.62 40 1556800
3.0 1.44 40
4.0 1.24 40

Source:Lesthaeghe and others (1988).
"In order to maintain a stationary ED population of its current size (in other words, 372 million)

and with a life expectancy for both sexes of 80 years, the birth stream would need to be 4,655,500
per annum instead of the 3,892,000 births used here. With this assumption for life expectancy and
the latter-mentioned birth stream, the ED stationary population would only be 311 million instead
of 372 million.

would have to rise to about 1.8 children. From the previous section on cohort
fertility, it is clear that this is not likely to occur in the next decade.

So far, total population size has been the only criterion. Other authors
have looked at different constraints, imposing age structure criteria as well.
From then onward, more serious problems are encountered, as already sig
nalled, for instance, by Bodart and others (1977) and by Blanchet (1988). The
latter author showed how the criterion of a fixed ratio of persons aged 20-60
to persons 60+ leads to exploding cyclic net migration rates. For instance, the
French migration rate would have to increase first to about +20 per thousand
by 2010 until 2030, then decline to about -15 per thousand by 2040 and then
rise again in 10 years to +30 per thousand in 2050. With a cycle of about 35
years, a new peak would be produced in 2085, but with a net migration rate of
+50 per thousand. For comparison, the French net migration averaged only 0.9
per thousand in the 1990s and, at peak level, it was only 3.5 per thousand in
1970. Furthermore, the French population would expand to about 120 million
by 2080 as well, which is more than twice its current size. For EU as a whole,
the outcomes of the United Nations simulation with a constant "potential sup
port ratio" (PSR = population 15-64/population 65+) is of necessity in line
with Blanchet's prediction (see table 8, series C): the annual number of immi
grants oscillates between 6 million and 20 million during the next half-century
for EU and between 6 million and 22 million for the other European countries
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TABLE8. AVERAGE ANNUAL NUMBER OF IMMIGRANTS NEEDED TOMEETTHREE DEMOGRAPHIC CRITERIA,
AND RESULTING POPULATION SIZES, EUROPE, 2000-2050

Criteria

A. Constant population size B. Constant size age group 15~64 C. Constant ratio 15-64/65+

Annual number of
immigrants needed"

(thousands)
Index

population size b

Annual number
ofimmigrants needed

(thousands)
Index

population size

Annual number
ofimmigrants needed

(thousands)
Index

population size

+>--IV

1. European Union
2000 .
2010 .
2020 .
2030 .
2040 .
2050 , .

2. Other European
2000 .
2010 .
2020 .
2030 .
2040 .
2050 , .

263
663
869

1216
1416

800
487

1010
1 155
1249

100.0
100.0
100.0
100.0
100.0
100.0

100.0
100.0
100.0
100.0
100.0
100.0

396 100.0
1596 100.3
2424 103.5
2407 108.9
1063 112.2

112.4

-396 100.0
2046 96.7
2423 101.7
1 104 104.9
2467 106.4

111.4

6171
9012

12947
20346
16483

6239
8222

16870
9764

22380

100.7
123.8
151.9
200.9
266.5
329.8

100.8
103.4
137.0
183.6
227.1
318.6

Source: United Nations (2001), tablesA.18 andA.20.
"Average number per annum during the next five years (thousands).
"Index = 100 corresponds to 372 million in EU and 351 million in the rest ofEurope.



combined. Moreover, the populations of EU and of the rest of Europe would
have more than tripled by 2050. In the United Nations simulation, this is ex
acerbated bythe hypothesis that migrants instantaneously adopt the low fertil
ity of the host population (United Nations, 2001, p. 15), so that this scenario
corresponds indeed to the filling of the "Tonneau des Danaldes" (a bottomless
cask) (Leridon, 2000). From this, it is clear that an instantaneous reaction via
immigration with respect to maintaining a constant PSR at all times is plainly
impossible.

As already indicated by Blanchet (1988) and supported by simulations
for several countries (Wattelar and Roumans, 1990), the only feasible way of
tackling the problem is to focus on a long-term demographic objective and to
abandon any attempt at equilibrating age structure characteristics on an annual
basis. Hence, one could envisage the longer-term maintenance of the volume
of the potential active population or aim at a PSR of the order of2.5 or 3 po
tentially active persons per person 65+ via a constant immigration rate. This
would avoid such unrealistic population growth rates, but would still imply
annual migration intakes that are substantially larger than the ones witnessed
in EU over the last four decades. As a consequence, the two other projections
performed by the United Nations are less unrealistic-but unfortunately those
did not capture the attention of the media. We are referring here to the simula
tion with constant population size (projection A in table 8) and with a constant
size for age group 15-64 (projection B).

Aiming at a constant population requires the smallest intake of immi
grants, but the numbers still increase to a total of 1.4 million per annum for
2040-2045 for EU and to 1.25 million per annum for the rest ofEurope for the
same period. Furthermore, these numbers would continue to increase given the
United Nations hypothesis ofmigrants' instantaneous adoption ofsub-replacement
fertility upon entry. Obviously, such a further increase can be avoided if immi
grants maintain a TFRfabove 2.1 (see table 7). The drawback of this scenario
is that the PSR for EU drops from 4.1 in 2000 to 3.1 in 2020 and further to 2.2
in 2050, and, concomitantly, that the proportion aged 65+ rises from 16.5 per
cent in 2000 to 21.0 per cent in 2050. Ageing ofthe total population and ageing
of the labour force itself cannot be stopped, but they can be limited. In the ab
sence ofmigration, the proportion ofage group 65+ in ED in 2050 would reach
30 per cent, assuming a relatively optimistic course of fertility corresponding
to the United Nations medium variant.

The United Nations scenario aiming at a constant size for age group 15-64
requires a far more rapidly rising intake of immigrants to a very high level of
2.8 million per annum in the period 2025-2030 for EU. Thereafter, the numbers
drop to just over a million in the middle ofthe century, but they would increase
very substantially again when the record intake ofthe years 2020-2029 crossed
the age boundary of 64 about 40 years later. Here we are again forcefully en
countering the problem of self-perpetuating and ever-amplifying cycles. The
gain in terms of the PSR are minimal compared with the previous set aiming at
a constant overall population size: the PSR still declines from 4 in 2000 to 3.17
(compared with 3.07) in 2020 and to 2.41 (compared with 2.21) in 2050. The
proportion 65+ stabilizes at 24.7 per cent in 2050 in projection B compared
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with 26.3 per cent in projection A. Also, in the former scenario, there is a mod
est overall population increase by 2050 of 12.4 per cent. To keep the PSR with
the United Nations definition at 4 for EU, the minimum actual age at leaving
the labour force would have to rise to about 74 years in scenario A and to about
72 years in scenario B. With zero migration, this age would be 76 years (United
Nations, 2001, tableA.20).

Once more it becomes obvious that immigration cannot stop ageing and
that there is a steep price to be paid for all the past years of sub-replacement
fertility. Also, record numbers of immigrants between 1.0 million and 2.5 mil
lion per year in EU can only modestly alleviate the ageing problem.

3.2. More detailed simulations oftotal labour supply

P. McDonald and R. Kippen (2001) provide different scenarios in which
not only the migration parameter is allowed to vary but also fertility and
labour-force participation. We have summarized their results in table 9 by
means of index = 100 for the current levels of the total labour-force supply
(TLFS) and the total population size (TPOP), respectively.

In scenario A, all three parameters-the total fertility rate (TFR), the an
nual number of immigrants (ANM) and the labour-force participation rates
(LFPR)-are held constant at the current levels. In each ofthe other scenarios,
one of these three parameters is allowed to vary. In scenario B, the annual
intake of immigrants leads to a net migration rate equivalent to 0.5 per cent of
the present population size and is kept constant thereafter. For EU as a whole,
this corresponds to an intake of no less than 1.86 million per annum. Hence,
the hypothesis squarely falls in the category of record immigration assumed
by the United Nations (cf. table 8, hypothesis B) and the intake is even larger
than the numbers needed to maintain a stationary population with low native
fertility (cf. table 7). Nevertheless, an annual intake of 0.5 per cent of cur
rent population size corresponds approximately to the immigration stream of
Canada or Australia. We also suspect that the authors assume instant adaptation
of immigrant fertility to that of the host country.

In scenario C, the labour-force participation rates are increased over a pe
riod of30 years. For men, this implies a rise in LFPRs after age 35 to the levels
that prevailed in 1970. For several EU countries (for example, Belgium, France
and Finland), such a return means a very substantial drop in non-activity rates
for men older than 55 years ofage, but in a number ofother countries (for ex
ample, Denmark, Sweden, Norway and Switzerland), this is a rather "light hy
pothesis" (cf. Punch and Pierce, 2000, p. 55). For women, the LFPRs increase
to the current Swedish levels, equally over a period of 30 years. In full-time
equivalents, this implies a substantial rise offemale labour-force participation
for countries such as Italy, Spain, Greece, Belgium and the Netherlands, but
also for EU as a whole when compared with the United States (Punch and
Pierce, 2000, p. 68). Scenario D, finally, assumes a TFR rise to the level of
1.80 children over a period of 10 to 15 years. This is a strong assumption for
European populations that have at present TFR levels below 1.50.
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TABLE 9. EVOLUTION OF TOTAL LABOUR-FORCE SUPPLY (TLFS) AND TOTAL POPULATION
SIZE (TPOP) IN SELECTED INDUSTRIALIZED COUNTRIES WITH FOUR PROJECTION SCE-
NARIOS; CURRENT LEVELS (CT): INDEX = 100

C. TFRconstant
B. TFR constant ANMconstant

A. TFR constant ANM =0.5per cent LFPR rise to D. TFR rise to 1.8
ANMconstant of population 1970/Swedish ANMconstant
LFPRconstant LFPRconstant benchmark LFPRconstant

l. Low-fertility countries
Italy TLFS2025 ............ 82 96 112 83

TLFS 2050 ....... .".... 60 82 82 78
TPOP2050 ............ 77 98 77 96

Spain TLFS 2025 ............ 88 102 118 90
TLFS 2050 ............ 59 85 81 76
TPOP2050 ............ 74 102 74 94

Germany TLFS 2025 ......... 86 94 103 88
TLFS 2050 ............ 69 86 83 83
TPOP2050 ............ 83 100 83 99

Japan TLFS 2025 ............ 82 104 99 89
TLFS 2050 ............ 68 100 78 75
TPOP2050 ............ 76 112 76 87

2. Medium-level-fertility countries
United Kingdom TLFS 2025 .... 100 116 112 100

TLFS 2050 ............ 89 121 101 92
TPOP2050 ............ 97 129 97 100

France TLFS 2025 .......... 98 117 114 98
TLFS 2050 ............ 84 123 102 89
TPOP2050 ............ 102 136 102 103

Sweden TLFS 2025 ........... 98 111 100 98
TLFS 2050 ............ 86 109 87 95
TPOP 2050 ............ 93 117 93 103

Netherlands TLFS 2025 ...... 93 104 119 94
TLFS 2050 ............ 86 103 109 92
TPOP2050 ............ 100 119 100 106

3. High-fertility country
United States TLFS 2025 ..... 115 122 124 114

TLFS 2050 ............ 126 143 136 116
TPOP2050 ............ 135 151 135 122

Source: McDonald and Kippen (2001), computed from graphs and tables.

NOTE: "Current levels" refer to 1995 for France, Sweden, Germany and Italy; to 1997 for
the United Kingdom; to 1998 for the Netherlands; and to 1999 for Japan and the United States of
America.

TFR = total fertility rate; ANM = annual migration rate; LFPR = labour-force participation
rate.
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A number of conclusions are already clear before turning to the results.
Obviously, the rising fertility hypothesis can produce results only in the longer
run: it takes 20 years for children to enter the labour force. The immigration
and labour-force participation scenarios are by definition more important in the
shorter run, but the latter can only have a temporary effect. Once the labour
force participation benchmarks are reached, there are no further gains from
this intervention, and the demography of low fertility will simply take over.
Hence, it comes as no surprise that rising participation rates are often offered
as a solution, particularly if the time-horizon is restricted to 2020 or 2025 (see,
for example, Feld, 2000), but one is quite mistaken to assume that this factor
can prevent a decline in the labour supply thereafter. The time path ofthe effect
of each intervention is therefore of major importance as well.

The results of the McDonald and Kippen scenarios are presented for se
lected countries grouped according to their past fertility levels, since the out
comes illustrate equally the price to be paid for sustained low fertility. With
all three input parameters maintained at current levels (scenario A in table 9),
the labour-force supplies in countries such as Italy, Spain, Germany and Japan
would fall to about 85 per cent of their current level by 2025 and to about 65
per cent by 2050. In Italy and Spain, the reduction would be larger still (index = 60
and 59, respectively), reflecting their very low fertility. Also, the overall popu
lation size would be reduced to about three quarters of current size by 2050.
Immigration scenario B prevents much of such a drop in the labour-force sup
ply, but it can stop it entirely only in Japan where it would also lead to 12 per
cent population growth. Hence, in this group Japan is the only case for which
a slightly lower fixed migration intake could suffice. In scenario C, the rises
in labour-force participation rates produce the expected shorter-run effect by
2025, but no longer thereafter, and then least of all in Japan. Also, the popula
tion decline can obviously not be avoided by this intervention. Rising fertility,
finally, would fail to produce an effect before 2025, but would limit the damage
by 2050. Population sizes would still be smaller too, given that the TFR of 1.80
is inadequate for replacement.

In the next group, comprising the United Kingdom, France, Sweden and
the Netherlands, the outcomes of scenario A are less dramatic: until 2025, there
would be only small reductions in the labour-force supply, and by 2050 the fall
would be limited to about 15 per cent of the current level. The immigration
scenario with a fixed intake of 0.5 per cent of current population size is also
overshooting the target since it would produce an increase both in labour-force
supply and in population size. Clearly, this parameter could be scaled down
below the 0.5 per cent assumption. Rising LFPRs would also correct the situ
ation and actually do so until 2050, except in Sweden where these rates are at
present already high enough. Rising fertility would also limit the drop in labour
supply to 5-10 per cent but, compared with the LFPR rises of the previous sce
nario, this would be less efficient by 2050 in France, the United Kingdom and
the Netherlands, and more efficient in Sweden and other EU countries with a
current high level of labour-force participation.

Finally, in the United States no interventions are needed: even at fixed
current parameter values, the labour supply will expand and so will the total
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population. The United States therefore maintains a considerable demographic
advantage over EU and Japan. Furthermore, the United States could even ben
efit from raising current LFPRs and from less immigration since this would
lead to a larger labour force relative to overall population growth. Also, even if
fertility drops from replacement level at present to a TFR of 1.80, both Ameri
can labour supply and total population size would continue to expand over the
next half-century.

To sum up, rises in LFPRs are clearly most beneficial in the shorter run
for maintaining the labour supply at acceptable levels in most EU countries,
and particularly in those where such participation rates were allowed to shrink
for men older than 50 and/or where female participation rates expressed in
full-time equivalents are still too low. On the other hand, this policy is likely
to be detrimental for reversing the fertility trend, so that rising LFPRs are not
a remedy for overall population ageing and for containing its costs. Also, in
the longer run, the marginal benefits of raising LFPRs will decline and then
the sheer dynamics of a shrinking and ageing population will take over. In
order to prevent these longer-term effects, the remedies will need to be demo
graphic and to take the form of increased immigration and/or rising fertility.
Since below-replacement fertility has proved to be difficult to reverse, EU will
have to envisage a gradual increase of its immigrant intake to a level of about
1.0 million per annum from about 2025 onward. This is lower than what was
envisaged by the United Nations or by the McDonald and Kippen simulations,
but still substantially higher than the recent migrant flows into EU. The actual
number of immigrants needed will furthermore strongly depend on foreign
born fertility levels as well, and from this point ofview migration ofcouples or
families is to be preferred over migration streams of singles or streams with a
strong sex inbalance. Also from the point ofview ofmigrants' skills, European
immigration policies need to become more flexible and more responsive to
specific needs. This favours the "green card" approach, like that, for instance,
adopted in Germany (as ofAugust 2000).

The situation in Eastern and Central Europe is considerably more precari
ous than in EU. Of the 17 countries therein, 11 already have negative rates of
natural increase and 9 have negative net migration rates for the period 1990
1997 as well. In fact, only the Russian Federation and Slovenia have managed
to correct their natural deficit at least partially through a positive migration
balance during the 1990s. Given the economic situation in Eastern and Central
Europe, the demographic picture is not likely to be substantially altered in the
near future, and also a potential entry into ED for some of them is likely to
produce more emigration in the short run. Only a major economic recovery
can then stem the tide.

CONCLUSIONS

The analysis of recent developments in cohort fertility profiles indicates
that a return of European fertility levels to, or close to, replacement level is not
in the making. Even if the pace of postponement in Western countries slows
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down or stops altogether, only a modest rise in TFRs is to be envisaged. This
rise, furthermore, strongly depends on the amount of fertility recuperation at
older ages (that is to say, past age 30) and, except for the Scandinavian coun
tries, this recuperation has been inadequate, and strongly so in a number of
large EU countries (Spain, Italy, Germany). In Eastern and Central Europe,
the steep fertility decline is predominantly a feature of the 1990s, and has been
caused by a fertility reduction in all cohorts, irrespective of the stage of family
building or age. Also in these countries, the degree of fertility recuperation,
particularly for the post-communist generations, will be crucial in establish
ing more acceptable levels ofperiod fertility. Finally, policy measures directly
aimed at influencing fertility have had clear, but only temporary effects, and
also sustained policies producing sometimes large income transfers in favour
of families with children have not had any substantial effects either.

Another salient feature of European demographic development is the
growth of "unconventional" household types and the destandardization of
the sequence of life course events in young adulthood. In this respect, strong
national and even subnational differences prevail, and these have, at least in
Western countries, been enhanced, intentionally or not, by social policies in
favour of the expanding student populations. With respect to the growth of
such "intermediate stages" in household formation, two features warrant par
ticular attention: teenage fertility and the growth of lone-parent households.
Compared with the United States, European countries have managed either to
contain the incidence of these phenomena or to reduce the negative social ef
fects. The United Kingdom, however, provides the most important exception
to this observation. In Central and Eastern European countries, the incidence
of lone-mother households may not yet be measured adequately, possibly be
cause of co-residence of such mothers with their own parents; but virtually all
of these countries have experienced a teenage fertility bulge, earlier in Central
Europe and more recently in the Commonwealth of Independent States (CIS)
countries. Fortunately, also in the latter, current teenage fertility rates have
been falling since the middle of the 1990s.

The prospect of long-term sub-replacement fertility had to revive the is
sue of replacement migration sooner or later. In this respect, the United Na
tions (2001) report drew widespread media attention all over Europe, but
the unfortunate feature was that the media zoomed in on the results of only
one simulation, namely, the one maintaining a constant PSR at all times until
2050. Much earlier formal demographic analysis (see, for example, Blanchet,
1988) had indicated that such age structure equilibration leads to impossible
outcomes, in contrast with longer-term views with less stringent constraints.
However, the latter still lead to record immigration intakes of over 1.0 million
per annum from 2025 onward for EU as well as for the remainder of Europe.
Moreover, the efficiency of such a replacement migration remains limited if
not complemented by other measures such as the rise of labour-force partici
pation rates. The latter is particularly needed in countries, both in and outside
EU, that have had a considerable reduction in male activity rates above age
50 or have a small female labour-force participation expressed in full-time
equivalents. Finally, replacement migration into EU needs to be directed espe
cially towards the countries with the largest fertility deficit, including Italy and
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Spain, which have only more recently become immigration countries. Hence,
the million or so extra immigrants should by no means be spread evenly within
EU territory.

To sum up, replacement migration is not to be viewed as the sole solution
for Europe's ageing problem, nor is it to be relegated to oblivion altogether.
It can be an ingredient in a far more diversified approach in which numer
ous other measures have their place, and also more time-specific effects. In
this respect, economic measures or measures that restructure social security
arrangements are powerful pain relievers, but their effects do not last. One
cannot raise activity rates beyond 100 per cent, nor can one increase the age at
leaving the labour force much beyond 65 years in economies where globaliza
tion means increased flexibility and where fast technological evolution is syn
onymous with greater reliance on younger labour vintages. One can disconnect
the evolution ofpensions to some degree from that ofproductivity or economic
growth, but not to the extent of creating new poverty. In other words, we can
buy time for another quarter of a century or so by implementing economic
measures-which are necessary at any rate-but in the longer run, we still
have to envisage the inevitable consequences of not altering the demographic
recruitment parameters, namely, fertility and migration. With a time-horizon
beyond 2025, one has to realize that the effects of economic measures-if
taken in time-will gradually wear off and that the laws of formal demogra
phy-just like those of gravity-will simply continue to operate.
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DEMOGRAPHIC AGEING, EMPLOYMENT GROWTH
AND PENSION SUSTAINABILITY IN THE EURO
PEAN UNION: THE OPTION OF MIGRATION

Constantinos Fotakis*

A. INTRODUCTION

Higher life expectancy and lower fertility rates have been the driving
forces behind a secular trend towards population ageing. Although this trend
is not new, it is set to further intensify because of the post-war baby boom.
Demographic ageing raises important challenges for all those institutions and
policies established in the middle of the last century when the demographic
perspective was very different. Policy makers and politicians have tended to
underestimate the cumulative impact of these demographic trends. However,
there is an increasing awareness as Europe approaches the critical decades
when the bulk of the ageing baby boomers will start moving out of the labour
market, that this trend is important and irreversible within the foreseeable fu
ture. Family-friendly policy measures could still provide some attenuation ef
fects in the long run, but even in the most family-friendly European Union (EU)
countries, fertility rates are currently too low to prevent population ageing.

Today, there is a growing awareness in EU that there are at least two
major policy issues in relation to population ageing. These are the ageing of
the workforce and the risk of growing imbalances in the financing of social
protection. These issues remain manageable for all member States for some
more years depending on the national situations. Then the trends accelerate in
pace and raise serious questions about the capacity of the existing institutions
to handle the impact.

Immigration is considered one of the potential means to address the
demographic challenge. In fact, it has always been an important feature of
social, economic and cultural change in Europe. The European countries have
long played a major part in migratory movements both as sending and as receiv
ing countries. The final decade of the twentieth century has been characterized
by an unprecedented rise in forced and voluntary migrations throughout the
world and they have also had a major effect in Europe.

Today, in view of a rapidly changing economic and demographic situa
tion, the debate on migration policies becomes a major issue in EU. There is a
growing awareness that the restrictive immigration policies of the past 25 years

*European Commission, General Directory of Employment and Social Affairs, Brussels,
Belgium.
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are no longer relevant to the economic and demographic situation in which the
Union now finds itself. Some European policy makers think that it is now the
appropriate moment to review the longer-term needs for EU as a whole, to es
timate how far these can be met from existing resources and to define a policy
for the admission ofthird-country nationals to fill those gaps that are identified.
This will also provide an opportunity to reinforce policies to combat irregular
work and to ensure that employers comply with existing labour legislation for
third-country nationals who work for them.

The European Council, in Tampere in October 1999,1 agreed that with the
coming into force of the Amsterdam Treaty, the Union should develop a com
mon asylum and immigration policy. It is therefore ofparticular importance to
examine current trends and reflect on the related policies.

The present paper briefly presents some of the issues related to the debate
on immigration in EU today. It also attempts to provide some insight on pos
sible future needs.

B. THE IMPLICATIONS OF THE DEMOGRAPHIC TRENDS
IN THE EU LABOUR MARKET

Since 1990, age group 15-29, from which entrants into the labour market
are drawn, has been decreasing rapidly. Furthermore, the average age of the
labour force, which had remained quite stable at about 40 years over several
decades, has started to increase since 1995 at a speed of 1 year every 7 years.
Finally, the 65+ cohort will start growing rapidly in the next five years. As a re
sult, labour capacity will be considerably reduced in EU over the next decades,
particularly after 2015. However, it should be noted that the situation in the
EU labour market is quite different from that in the United States ofAmerica
and Japan. Europe faced several employment crises between the middle of the
1970s and the middle of the 1990s resulting in a relatively poor activity and
employment record. Over the last three years, there are signs ofa lasting recov
ery trend. However, unemployment is still as high as 9.5 per cent, compared with
4.5 per cent and 4.1 per cent in the United States and Japan, respectively. Further
more, the EU average employment level is as low as 62 per cent. Table 1 shows the
employment rates for each of the main age/sex groups for each member State
in 1999. EU employment rates are considerably lower than those in the United
States (74 per cent) and Japan (70 per cent). Only the Scandinavian countries
and some specific regions have employment rates exceeding 70 per cent. At the
other end of the scale, there are countries and regions (Greece, Spain, southern
Italy) with employment rates at around 50 per cent.

There are 15 million people in Europe currently looking for a job. There
would be more than another 15 million people available for the labour market if
all member States reached the employment rate ofthe best-performing European
countries or of the United States. In other words, the other side of Europe's
weakness in respect ofhaving a low employment record entails the availability
of its considerable employment potential. If employment rates were similar to
those of the best-performing European countries or those of the United States,

425



TABLE 1. EMPLOYMENT RATES FORED MEMBER STATES BY GENDER ANDAGEGROUP IN 1999

(Percentage)

Males Males Males Tota/males Females Females Females Totalfemales Total
15-24 25-54 55-64 15-64 15-24 25-54 55-64 15-64 15-64

ED .................. 42.2 86.2 47.3 71.6 35.1 64.5 27.0 52.6 62.1
Denmark ............. 69.6 89.3 60.1 81.3 63.0 79.3 47.5 71.6 76.5
Germany ........... ,. 48.6 86.6 46.9 72.4 43.9 69.9 28.7 57.1 64.8
Portugal. ........... , . 47.9 89.8 62.3 75.7 38.5 72.2 41.6 59.5 67.4
United Kingdom ....... 57.1 86.5 59.4 76.9 52.8 72.5 39.8 63.7 70.4
Netherlands. . . . . . . . . .. 62.8 91.4 48.8 80.3 62.5 69.4 22.0 61.3 70.9

.I>-
Luxembourg .......... 33.3 92.0 38.1 74.5 29.2 61.5 19.0 49.6 52.9tv

0\ Austria............. , . 59.0 89.6 41.5 76.7 50.6 73.0 17.7 59.8 68.2
Sweden .............. 35.6 83.5 67.3 72.1 35.0 80.1 61.8 68.9 70.5
France ............... 29.9 86.0 31.9 67.5 23.3 68.6 24.9 53.5 60.4
Belgium.............. 27.4 86.1 35.1 67.5 23.3 66.3 14.7 50.2 58.9
Finland .............. 47.2 83.3 40.7 70.2 43.0 77.5 37.8 64.6 67.4
Italy ............... , . 30.3 84.3 40.8 67.1 20.9 49.5 15.1 38.1 52.5
Ireland ............... 49.9 86.4 61.1 73.5 43.0 60.2 25.6 51.4 62.5
Spain .............. ,. 35.2 84.2 52.2 67.6 27.8 23.1 47.5 19.1 52.3
Greece ............... 34.1 89.1 55.8 71.6 22.2 51.6 23.7 40.3 55.6

Source: Eurostat, 1999-based Population Scenarios (1999).



this would amount to an additional 33 million jobs in Europe. This can been seen
as Europe's "full employment" potential. As shown in table 1, this employment
"gap" does not lie with prime-age men. The EU employment level of men aged
25-54 (86 per cent) is equivalent to that of the United States ofAmerica (88 per
cent). The main divergence in employment rates can be ascribed to female em
ployment participation. In Europe, only 50 per cent of all women aged 15-64 are
in employment. If the employment rate of women in Europe were to equal that
of the United States, this would imply 21 million additional jobs.

In fact, the services sector, on the demand side, and female employment,
on the supply side, are the key to improving performance. The success in mobi
lizing inactive human resources represents the main policy priority for the next
years, since most EU member States will still have unused labour capacities
for at least 10-15 years. Nevertheless, it is worth noting that the ageing of the
working-age population implies that participation levels will be more and more
influenced by the activity patterns of the older generations that are increasing
in size. The question of maintaining older people in employment becomes an
increasingly important policy issue since early retirement has become, over the
last two decades, a well-established practice.

C. THE LINK AMONG DEMOGRAPHIC AGEING, EMPLOYMENT GROWTH
AND PENSION SUSTAINABILITY

In its effort to further reduce unemployment, the Lisbon European Coun
cil in spring 20002 established that, on the basis of a sustainable economic
growth of 3 per cent of gross domestic product (GDP), member States should
move towards a total average employment rate of 70 per cent, and over 60 per
cent for women, in 2010. To achieve this goal, the rise in the current levels of
activity among women and older workers will be crucial. An integrated policy
of technology-driven productivity growth, more and better jobs, and a strategy
for human resources development have been proposed.

The European Council also underlined the need to modernize social pro
tection. Within this context, the link between employment and the pension
systems is of critical importance. On the one hand, pension systems playa role
in encouraging or sometimes discouraging employment. On the other hand,
changes in the number ofpeople in employment have a powerful impact on the
financial balance of pension systems.

The pressure on pension systems and public finances mainly stems from
the situation ofa growing dependency. During the period 1995-2015, the popu
lation above the standard retirement age, 65 years, will increase by 17 million
(30 per cent). Within this group, the very old, those over age 80, will increase
by 5.5 million (39 per cent). Pension systems will have to become less sensi
tive to demographic and other societal changes.

However, in policy terms, it is not the demographic old-age dependency
ratio that matters for the sustain ability of pensions, but the economic depen
dency ratio. The importance ofthis link is explored in the following simulation.
The economic dependency ratio consists in the ratio between economically ac-
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tive people and dependent people. For the purpose of this analysis, the number
of people in age group 65+ divided by the number of people in employment
represents a reasonable proxy of the old-age economic dependency ratio. Fig
ure I compares the trends in the demographic and economic dependency ratios
at the EU level. The gap between the demographic and the economic depen
dency ratio provides a measure of the existing margins ofemployment growth
compared with the state of full employment. If employment in EU grows over
the next years according to the targets set in Lisbon, then, as shown in figure I,
the decline of the economic dependency ratio will be much slower than that of
the demographic dependency ratio.

D. How MANY (... ADDITIONAL) WORKERS ARE NEEDED
IN THE UNION?

1. The question examined

This simulation aims to find out whether mobilizing the unused potential
of the EU working-age population could suffice to offset the impact of the
demographic trend. Alternatively, it attempts to provide a rough estimate of the
volume of working-age population needed to satisfy the employment growth
and pension sustainability objectives set out in the form of the following two
conditions:

I. Employment growth should attain the target level corresponding to an
average employment rate of 70 per cent set at the Lisbon summit, and it will
then continue growing at a pace leading to a rate of78 per cent' in 2040;

II. Employment growth should be sufficient to keep economic depen
dency of each of the member States constant at the corresponding 1999 na
tionallevels throughout the period 1999-2040.

2. Methodologyand assumptions

The simulation is built upon the baseline scenario of the 2000 revision
of the Statistical Commission of the European Communities (Eurostat). The
time period covered extends from 2000 to 2040. In particular, the aim of this
simulation is to find what are the requirements in terms of employment level
in order to satisfy condition I for employment growth and condition II for the
sustainability ofpensions.

The assumptions made are the following:

The rate of productivity growth is set at 1.8 per cent throughout the
period. The figure is based on the current three-year projections ofthe
European Commission;

The effort towards attaining the employment level of 70 per cent at
the EU level in 20 lOis distributed among the member States, taking
into account their present age/sex employment levels and their cor
responding activity rates;"
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Figure I. Member States of EU (EU-IS): future trends in the demogr_phic
and economic dependency ratios
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The labour demand keeps sufficiently strong to absorb not only the
available employment resources but also the immigration needed to
satisfy the two employment growth conditions throughout theperiod
until 2040;

The number ofpensioners equals the number of persons in age group
65+, while the number of contributors is equal to the number of peo
ple in employment. The ratio ofthese two variables represents, in this
exercise, the economic dependency ratio;

The only means to satisfy the two conditions set is employment
growth. All other policies options (level of pensions, age of retire
ment etc.) are kept unchanged;

The age structure ofthe additional labour entries (immigrants) needed
is equal to the average age structure of the immigrants observed at EU
level in 1998;

The behaviour of immigrants in terms of fertility, employment rate
and retirement is the same as that ofthe rest of the working-age popu-
lation at the national level. .

3. Findings and policy implications

This simulation shows that the objective ofemployment growth set in Lis
bon could have a substantial, though temporary, positive effect on the sustainabil
ity of pensions for member States. Important differences are observed between
the member States in terms oftheir ability to sustain 1999 economic dependency
levels by increasing employment on the basis ofcondition I. Table 2 shows how
long each member State could sustain the level of employment growth needed
with its available labour reserves to maintain the economic dependency ratio
at the corresponding national levels of 1999. The immigration flows built into
Eurostat projections represent an average net inflow of approximately 650,000
people per year. It is widely accepted that this figure is underestimated.

Table 2 presents a diverging situation. Germany is facing immediate
problems, while at least two other member States, Austria and Denmark, will
also face pressures within the current decade. It is also worth noting that some
countries (Greece, Italy, Luxembourg, Portugal; Ireland and Belgium) will
face a relatively long period of gradual deterioration of their situation, while
in some others (mainly Denmark and Finland) the transition from balance to
imbalance will take place within two to three years. Finally, some countries
may have some additional labour capacities owing to the high number ofpart
timers. The most typical example is the Netherlands. These countries may have
some further possibilities ofsustaining the level of their economic dependency
ratio by progressively converting part-time to full-time jobs.

Nevertheless, by 2020 the majority of the member States will be faced
with pressures in their economic dependency ratio that could not be managed
by employment growth unless the Union increases its employment capacity
through a substantial growth of immigration or undergoes substantial reforms
of its social protection systems.
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TABLE2. HowLONGEMPLOYMENT GROWTH COULD MAINTAIN ECO
NOMIC DEPENDENCY AT AROUND THE 1999 LEVELS WITHOUT ADDI
TIONAL IMMIGRATION

Austria. . . . .. . .. . . . . . . . . . . . . . . . . . . . .. .. . . . . . . . . . . . . . 2006
Belgium. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2016

Denmark.................... 2006
Finland.. . . . . . . . . .. . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . 2011

France. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2013

Gennany. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2001

Greece . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2020

Ireland . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2020
Italy............................................... 2020
Luxembourg. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2020
Netherlands. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2012
Portugal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2017
Sweden.. . . . . . .. . . . .. . . . . . .. . . . .. . . . . . . . .. . . . . . . . . . . 2012
United Kingdom. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2014
European Union. . . . . . . . . . . . .. .. . . . .. . . . . . . . . . . . . . . . .. 2012

Source: Calculationsbased on Eurostat, 1999-basedPopulation Scenarios
(1999).

The situation at the EU level is presented in figure II. The higher lines de
note the level of employment required to satisfy the two conditions mentioned
earlier. The lower line shows the level of employment required to satisfy only
the first condition relating to the employment target ofLisbon. Finally, the dif
ference between the two lines (middle line) represents the additional amount
of employment needed to cover the resulting pensions rights of the additional
labour inflows required. A new migration-boom effect will be born. Future
generations will have to deal with it some 30 years later.

According to this simulation, to maintain the EU level, the average eco
nomic dependency ratio at the 1999 level (2.6) would require approximately
120 million additional workers corresponding to an additional total immigra
tion of some 170 million people.' These figures show the difficulty of main
taining the sustainability of pension systems through employment growth and
migration without any further policy action.

For those member States having an economic dependency ratio much
higher than the EU average (namely, Ireland (3.69), Netherlands (3.56), Den
mark (3.5) and Finland (3.1)), a plausible approach would be to opt for reforms
in their pension systems in order to lower the level of the economic depen
dency ratio at which their pensions system attains equilibrium. This would
also lead to a higher convergence ofthe national levels ofthe economic depen
dency ratio across the Union. It could also substantially delay the need ofthese
countries for immigration. Inversely, those member States that are found to be
already below the EU average level of the economic dependency ratio may look
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Figure II. Employment levels required to meet employment and pension
sustainability conditions in EU, 2000-2040
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for higher employment levels either by a better utilization of their workforce or,
in the case of low labour reserves, by the development ofa more active immigra
tion policy. However, these conclusions should be interpreted with considerable
caution given the complexity ofthe issues, the high degree ofuncertainty associ
ated with the set of economic assumptions over the long term and the difficulty
of establishing full comparability between member States.

E. SOME ADDITIONAL DIMENSIONS OF THE DEMOGRAPHIC IMPLICATIONS
IN RESPECT OF THE EU LABOUR MARKET

Although this paper deals with issues and policies of the Community with
its present membership, it is important to recognize the significant implica
tions for employment policies that an enlarged Union will represent. In addi
tion, analysing trends and setting objectives for employment based on aggre
gate data may be misleading since this does not take account of the very high
diversification of labour-market situations at the regional level. Also, it does
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not consider the risk ofgrowing skill mismatches. Consequently, although EU
may still have at hand, at the aggregate level, the necessary resources to face
demographic ageing over the next 10-15 years, important shortages and/or
mismatches may arise much earlier at the regional or sectoral level. It is thus
necessary to briefly discuss these issues.

1. Migration and enlargement

No clear prediction can be made as to how migration trends will develop
during the process of enlargement of EU. It is expected that there would be a
substantial migration flow from the Eastern European countries to the rest of
EU immediately after the introduction of the free movement of persons. This
is likely to be characterized by a peak in movement in the short term, levelling
out over 10 years to below 150,000 people per annum.

The extent and type of transition period constitute a crucial aspect in de
termining the size of future migration in the enlarged EU, since this is one
mechanism for managing the balance of factors involved in migration. Impor
tant among these are labour-market demand and wage differentials and they
are supplemented by geographical and cultural considerations as well as by
established patterns of migration. However, experience has shown that an as
sessment of wage differentials must always be accompanied by an assessment
of the cost ofliving, which acts as a balancing factor.

The impact of labour migration in the enlarged EU is dependent on wage
differences. It is currently estimated that wage equalization between the 10
Central and Eastern European countries and EU will be reached in about 30
years, and as this is reached, movement will reflect more and more the cur
rent patterns of movement between member States. The movement of highly
skilled workers will increase as flexibility increases and multinational com
panies move employees throughout Europe. "Labour tourism" (short-term
income-seeking workers and contracted temporary workers) will also continue
to develop as companies take advantage of labour that is cheaper than indig
enous labour, and low-level cross-border trading will also increase as trans
border economic regions develop.

2. The regional trends

The regional situation in EU is quite diversified. Some of the regions
in southern Scandinavia, northern Italy, a substantial part of England, central
Portugal and southern Germany combine sustained economic growth with rel
atively high employment rates sometimes ranging beyond 70 per cent, and a
fast-declining demographic trend. This implies that their ability to compensate
for the demographic effects, over the next decades, will be limited. Mismatches
and local scarcity ofhuman resources might prove a serious challenge for eco
nomic growth in these parts of Europe, already during the current decade.

While these regions do not have any labour reserves, other regions, often
within the same country, either face particular difficulties in activating their
unused employment potential or suffer from regional decline. Several member
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States (Italy, Spain, Portugal, France and Greece) show situations ofincreasing
regional disparities, with some of their regions below 80 per cent and others
above 120 per cent of their national average employment rate. The extension
ofEU membership to countries ofEastern Europe may aggravate this situation
in the Union so enlarged.

Could intra-European mobility help improve employment and growth
performance? The reversal of demographic trends that so clearly differentiate
Europe's regions naturally also raises this question. Increased labour mobility
is one way of dealing with regional imbalances. Mobility has both an occu
pational and a geographical dimension. Occupational mobility-training and
retraining of the workforce-and geographical mobility are important factors
for adjustment to the changing labour-market conditions.

Despite the important progress made in the liberalization of the free
movement ofpersons over the last decades in EU, Europeans have still tended
to move less than in the early post-war period. Geographical mobility between
member States is limited to 0.1 per cent per year. Nevertheless, the scale of
labour mobility between regions is bigger, at about 1.5 per cent a year, though
with large variations between regions. The increased participation of women
in the labour market might have been one of the reasons explaining this lack
ofgeographical mobility, as mobility in many cases concerns two people with
professional careers. Some further important reasons to be considered are the
increasing welfare standards across even the poorer ED regions and the grow
ing instability ofjobs.

The issue ofmobility will be increasingly important over the coming 10
20 years. It is expected that in the near future, the socio-economic and in
stitutional environment in Europe will be more favourable for geographical
mobility. Growing economic integration, together with improved economic
performance, will certainly contribute to this trend. As mentioned before, the
enlargement of ED to Eastern European countries will also contribute to an
increased mobility. However, given that most of the candidate countries face
similar or even stronger demographic ageing trends, this mobility might be a
source of increasing regional demographic and economic imbalances.

In the long run, rapid technological change and, particularly, the expected
progress in telecommunications, networking and transport could help improve
the allocation of human resources and may decrease the need for geographical
mobility.

3. Skill mismatchesand unsatisfiedlabour demand

Skill mismatches may also grow as a result of the decrease of labour re
serves and for at least two further reasons as well.

(a) The accelerationoftechnologicalprogress

Rapid changes in technology create new demands for skills and com
petencies across most economic sectors. The young people entering into the
labour market are indeed more highly educated in general terms. However,
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technological progress seems to be bringing about a polarization of the skills
mix. The employers demand specialized workers, whereas the workers offer a
medium to high, but generic, educational level. Already, today, 80 per cent of
European enterprises consider information technology skills development to
be their number one training priority. A new economy is emerging, with tech
nologically more advanced enterprises, and a growing services sector, often
delivered by new small firms. In large and small enterprises, new demands are
being made upon workers, with the technologies creating more of a process
driven rather than a function-driven workplace. EU has yet to respond to this
shift in demand. Five hundred thousand information technology jobs could not
be filled in 1998 owing to the lack of qualified applicants. Without urgent ac
tion the direct job growth forgone will rise to 1.6 million by the year 2002.

(b) The growing needfor new types ofservices

The shortage of highly skilled information society specialists is not the
only aspect of the shift in skills demand. Skills shortage problems will spread
out and affect other growing sectors that are being developed based on cross
disciplinary applications of information and communication technologies
(ICT). This mainly refers to the service sector. Over 54 per cent of the working
age population in the United States works in the service sector. In Europe,
the proportion is just 40 per cent. This difference amounts to 36 million jobs.
Differences are to be found in all parts of the service sector-distribution,
financial services, hotels and restaurants, leisure, and communal services such
as education, health and social services. Communal services alone represent
10 million jobs. Demographic ageing and increasing prosperity will certainly
accelerate the growth of these services in the future.

(c) The household needs and the underground economy

Trends in demography and the family also increase the need for services
to people. As more women-traditionally the main carers-are entering em
ployment, fewer people are available to care for family dependants and par
ticularly for the increasing number of the very old. In fact, the 80+ population
group is expected to double over the next 15 years. Over the last decades, a
considerable number of these types of jobs have been created in EU member
States. The trend is expected to continue, since female participation in the la
bour market is far from complete and changes in the structure and composition
of the household are expected to further increase these needs. It is worth not
ing that the formal labour market has failed in most member States to satisfy
this demand, which is mostly covered by immigrants within the underground
economy.

In fact, the growth of illegal immigration, over the last years, has been
encouraged by the underground economy, particularly in Mediterranean mem
ber States. This trend mainly refers to temporary or seasonal employment pri
marily in agriculture, construction and the services sector. The trend is also
observed even in regions with higher unemployment. There are a number of
causes to explain this, ranging from institutional rigidities, particularly the
relatively high level of non-wage costs in the formal sector, to social attitudes.
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Moreover, some member States, mainly in southern Europe, appear to be more
tolerant oflarge informal sectors than their Scandinavian counterparts.

However, the issue seem to be ever broader. Both illegal and legal im
migrants are more vulnerable than national workers. They are often ready to
make concessions concerning their wage and other work-related rights. This
may be a source of increased competition with the national workers, particu
larly when employment is stagnant. The issue is more important among the
low-skilled workers. This is precisely the kind of argument often used in sup
port ofpolicies to limit recruitment of new immigrants.

F. SOMEFURTHER CONCLUDING REMARKS

This analysis allows for some conclusions but it also raises several issues
for further debate.

Certainly, population ageing will have a major impact on the labour mar
ket with the arrival of the baby boomers at the age of retirement, and this will
be a lasting trend. The problem oflabour shortages seems to be limited at least
for the next 10 years to some specific sectors ofthe economy and some regions
of Europe. Unlike the United States, EU has had over the last three decades
a poor record in respect of job creation. Today, EU still has considerable em
ployment reserves owing to relatively high unemployment and low activity
levels compared with those of the United States and Japan. The paradox is
that this weakness ofEurope represents, at the same time, its force (compared,
for instance, with the case of Japan) in facing the demographic challenge. The
reserve employment potential ofEU represents a total of more than 30 million
people which with appropriate policies could become a source of further em
ployment growth in the next 10-15 years. These labour reserves mainly consist
of females and males in the older age group. However, given the importance
of demographic ageing, Europe may progressively face a more generalized
labour scarcity, but in any case not before 2020.

Future enlargement may further complicate the issue. Although this paper
mainly focuses on issues and policies ofthe Community with its present mem
bership, it is important to recognize the significant implications for employ
ment policies that an enlarged Union will create. The existing differential in
economic terms is expected to generate a considerable inflow of immigrants
from these candidate countries. However, such countries are also faced with
similar demographic problems. Employment reviews are being carried out in
candidate countries at present, with a view to gaining a better understanding of
the situation and the possible future trends.

An additional element of uncertainty is related to the future evolution of
productivity. The limited growth ofproductivity over the last two decades de
spite the information revolution has puzzled economists. A substantial increase
of productivity in the future may modify significantly the policy debate on
future employment trends.

The sustainability of the European pension systems seems to be an ad
ditional and perhaps more important issue in the long run because of the speed
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with which its seriousness will develop once the baby-boom generation crosses
the age ofretirement. The policy makers are faced with different options. Con
taining public spending on pensions by rendering pension schemes less sensi
tive to demographic changes is one of the options. This option is often com
plemented by suggestions regarding important reforms in the pay-as-you-go
systems" or a shift to a funded system. The latter in fact may ultimately imply,
inter alia, investing in countries with higher potential in human resources and
higher economic growth.

Covering the growing imbalances by targeting higher and higher em
ployment levels through migration represents another option. This approach
privileges the need to sustain growth within the developed world. The different
options are not mutually exclusive. Different policy mixes can be considered
in an effort to maintain the high welfare standards of the EU social models
without harming either European society or the developing countries. Besides,
rapid and radical policy changes in either direction might imply increased tran
sition costs and unpredictable social implications.

Finally, a last consideration concerning the long run. Rapid technologi
cal change and particularly the expected progress in telecommunications, net
working and transport may increase the importance of the intangible economy,
reducing the need for geographical mobility of the workforce. Nobody can
say today with certainty whether or not in 30 years from now the European
economy would need all of these millions of immigrants.

Nevertheless, over the next 20 years, migration could make a substantial
contribution towards offsetting mismatches and part of the demographic de
cline, provided that there is a sustained rate of employment growth commen
surate with this extra labour supply. In the absence of sustained employment
growth, migration inflows could not have the expected positive balancing ef
fect in the labour market and social protection.

The key role of employment growth has been underlined by the EU pol
icy makers. Significant policy initiatives were taken since 1997 in the context
of the Common Employment Strategy? designed to improve employability,
adaptability and equal opportunities and to promote entrepreneurship with a
view to achieving job creation in existing and new enterprises. In addition, in
spring 2000, the Lisbon European Council outlined an integrated approach that
should encompass a wide range ofpolicies including the need to modernize the
European social model and, in particular, its developed systems of social pro
tection. This strategy combined with a broader mobilization of all economic
and structural policies, operating more and more in a mutually supportive way,
is expected to increase the performance ofEU over the next years. In fact, over
the last three years, there have been encouraging signs of improvement in the
fight against unemployment.

In conclusion, assessing the needs of immigration for EU is a quite com
plicated issue that cannot be dealt with by taking into account only the demo
graphic trends. There are many other considerations. Besides, each country of
the Union represent a different situation not only because the demographic pat
terns are different but also because each of them faces its own socio-economic
reality. Economic and social institutions are often different, too.

437



Today, the political momentum tends to be in favour of a managed in
crease in legal immigration." In order to manage migrant flows successfully
and to cut illegal migration, EU intends to adopt acoordinated approach focus
ing its attention on all aspects'ofthe migratory system in close partnership with
the countries oforigin. In addition, EU intends to promote effective integration
measures for the new immigrants, ensuring them decent living and working
conditions and the development of anti-discrimination policies," which could
in turn reinforce their socio-economic contribution to the host society.

NOTES

'Presidency conclusions (1999) of the Tampere European Council, 15 and 16 October 1999
(www.presidency.finlandjilframe.asp). Accessed on 1August 2000.

2presidency conclusions (2000) of the Lisbon European Council, 23 and 24 March 2000
(www.portugal.ue-2000). Accessed on 1August 2000.

3Seventy-eight per cent is considered to be the maximum level of employment that can be
sustained over a long period. It is comparable with the labour performance observed in the United
States ofAmerica and Japan during periods of sustained economic growth.

"The EU employment target of 70 per cent for 2010 is set for each of the member States as
follows: Austria (73.0 per cent), Belgium (66.0 per cent), Denmark (79.7 per cent), Germany (71.2
per cent), Greece (66.0 per cent), Spain (66.7 per cent), France (67.0 per cent), Ireland (72.9 per
cent), Italy (63.3 per cent), Luxembourg (67.9 per cent), Netherlands (78.7 per cent), Portugal
(74.9 per cent), Finland (73.2 per cent), Sweden (75.8 per cent), United Kingdom (75.0 per cent).
In 2040, all countries are assumed to converge to 78 per cent.

SAssuming that the immigrants have the same activity rates as the EU population. This is
perhaps unrealistic for the first years. However, given the assumption about a gradual increase of
the employment rate up to 78 per cent, the assumption becomes overall quite plausible.

6According to an internal Commission study, a gradual average increase in the effective
retirement age of nine years would be required to compensate for the demographic effect on EU
pension systems between 1999 and 2030.

7For more information, see European Commission, Employment Guidelines, 1999, and
Employment Guidelines, 2000.

8See European Commission Communication COM (2000). 755 final: Towards a common
asylum procedure and a uniform status throughout the Union ofpersons granted asylum. Brussels,
22 November 2000; and European Commission Communication COM (2000). 755 final: On a
Community immigration policy, Brussels, 22 November 2000.

9See Council Directive 2OO0/43/EC: Implementing the principle of equal treatment between
persons irrespective ofracial and ethnic origin, of 29 June 2000.
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Population Bulletinofthe UnitedNations, Nos. 44/45-2002

DEMOGRAPHIC CHANGE AND THE POTENTIAL
CONTRIBUTION OF INTERNATIONAL MIGRATION

International Organization for Migration*

INTRODUCTION

The publication in 2001 of the report of the Population Division of the
United Nations Secretariat entitled Replacement Migration: Is It a Solution
to Declining and Ageing Populations? (United Nations, 2001) has stimulated
renewed debate about policies and programmes relating to international migra
tion. It has encouraged many to think again about the demographic implica
tions ofcurrent migration policies. The enormous public reaction to the report
indicates the level of interest about international migration issues around the
world.

However, discussion of the ways in which Governments might offset
population ageing and population decline is not new. For example, more than
10 years ago, the Organisation for Economic Co-operation and Development
(OECD), in a report entitled Ageing Populations: The Social Policy Implica
tions, concluded that "the influx of immigrant workers would need to be very
large to fully compensate for shrinkage of the working-age population in many
European countries" (Organisation for Economic Co-operation and Develop
ment, 1988, p. 58).

In the present paper, we shall briefly discuss some of the arguments ad
vanced in the United Nations report on replacement migration and consider
some of the implications of the study for international migration policies. This
paper does not discuss in any detail the range of other social and economic
policies that could be adopted to offset population 'ageing and population de
cline. These measures include: raising fertility rates, increasing labour sup
ply, improving the training and education levels of the existing workforce,
reducing unemployment, and reforming the financing of health-care and pen
sion systems (see Organisation for Economic Co-operation and Development,
1988,1991; Coleman, 1992, 1995; Feld, 2000; Tapinos, 2000).

In our discussion of the demographic implications ofinternational migra
tion and our review of migration policy approaches, we have drawn on some
ofthe findings from WorldMigration Report (United Nations and International
Organization for Migration, 2000a), which reviews recent trends in migration
in every region of the world and is published in English and French.

*Intemational Organization for Migration, Geneva, Switzerland.
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We have highlighted some of the findings of the World Migration Report
for Western Europe, since it is in this region that policy makers are first likely
to be confronted with population ageing and population decline. Japan also
faces similar problems; for a discussion of the challenges facing Japan see D.
Papademitriou and K. Hamilton (2000).

Explicit demographic considerations have generally not been a key objec
tive of migration policies in Europe (Organisation for Economic Co-operation
and Development, 1991). Governments have tended to think about the short
term, but population ageing and population decline are gradual and long-term
trends. Given high unemployment over the last decade, few Governments in
Europe have promoted permanent immigration for demographic or other rea
sons. However, as discussed below, there are signs that several European coun
tries are beginning to develop new initiatives to attract labour migrants both for
economic and for demographic reasons.

REPLACEMENT MIGRATION

In its study on replacement migration, the United Nations defines "re
placement migration" as "the international migration that would be needed to
offset declines in the size of population and the declines in the population of
working age, as well as to offset the overall ageing of a population" (United
Nations, 200 I, executive summary, second paragraph).

For the eight countries-France, Germany, Italy, Japan, the Republic of
Korea, the Russian Federation, the United Kingdom ofGreat Britain and North
ern Ireland and the United States of America-and the two regions-Europe
and the European Union (EU)-examined in the study, the size ofreplacement
migration needed was calculated, while the possible effects of replacement
migration on the population size and age structure for these countries were
investigated. The study estimates that in order to keep constant the size of the
working-age population, many countries will need to increase migration flows
substantially.

The United Nations study concludes that:

"The projected population decline and population ageing will have
profound and far-reaching consequences, forcing Governments to reas
sess many established economic, social and political policies and pro
grammes, including those relating to international migration" (United
Nations, 2001, executive summary, major finding 4).

In the United Nations study, estimates of the scale of migration that may
be required to offset population ageing and population decline are mainly dis
cussed in aggregate terms, assuming a permanent flow ofmigrants. The report
asks how many more migrants will be needed to reduce population decline and
population ageing and how migration will affect the ratio of persons of work
ing age (15-64) to older persons (65 years or over).

Both migration and support ratios are defined in fairly simple terms in the
calculations made in the study. The support ratio, that is to say, the number of
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persons of working age (15-64) compared with those aged 65 years or over,
is not an accurate measure of the dependency ratio, since this requires consid
eration of how many people of working age are likely to be economically ac
tive. There is also no discussion in the study of replacement migration of how
the effect of migration might vary according to the age and sex profile of the
migrant population, the duration ofmigration, whether it may be temporary or
permanent, and the socio-economic characteristics of migrants (sex, age, skill,
occupation, industry etc.).

However, even given that the profile of migrants may vary, most studies
show that a very large number of international migrants-a number far larger
than is currently the case-would need to enter each year to offer a signifi
cant benefit, given the rapid ageing and low fertility rates of many countries
(United Nations and International Organization for Migration, 2000a, p. 26).
The likely political acceptance of such findings is not discussed in the United
Nations study. To what extent are developed countries, and the countries of
Western Europe in particular, prepared to accept such a substantial increase in
migration?

NEW DIRECTIONS FOR EUROPEAN MIGRATION POLICY
IN RESPONSE TO DEMOGRAPHIC CHANGE?

International migration does have a beneficial effect on the ageing of a
population as immigrants tend to be younger than the host population, and fe
male international migrants coming from developing countries generally have
higher fertility rates. Even though migrants' fertility rates do come down after
residing in the new country for some period, in the interim they contribute
to population growth. However, eventually immigrants also become old, so
the demographic benefits of migration can be short-term. An influx of foreign
workers may swell the ranks of those contributing to social security systems,
but by so doing they acquire benefit entitlements and so eventually increase the
size of the beneficiary population (Organisation for Economic Co-operation
and Development, 1988). For this and other reasons, policy makers may prefer
temporary rather than permanent labour migration.

Other often-cited potential benefits of migration include the provision of
a service workforce to care for the elderly, and the creation of a younger and
more dynamic workforce to offset the perceived loss of productivity and flex
ibility associated with an ageing workforce (Coleman, 1992).

In most countries of Western Europe, authorized immigration either lev
elled off or declined by the mid-1990s, as Governments introduced tighter im
migration controls and more restrictive entry policies (United Nations and In
ternational Organization for Migration, 2000a, p. 191).1 Net migration into EU
fell from a peak of 1.35 million in 1992 to 378,687 in 1998. By contrast, the
United States has continued to favour immigration. It receives almost 1 million
legal immigrants a year, making it the largest recipient of foreigners welcomed
into another country as permanent residents.
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Governmentattempts to restrict irregular immigration,whether into West
ern Europe, North America or Japan, have met with mixed success. For ex
ample, in Japan the number of foreign workers is estimated to have increased
from 260,000 in 1990 to 630,000 in 1996, of whom 45 per cent in the latter
year were deemed overstayers.

In Europe, the number of asylum-seekers rose from 226,000 in 1996 to
430,000 in 1999.Although this increase was due to a significant extent to the
conflict in Kosovo, there are, among this group ofasylum-seekers, many eco
nomic migrants who in the absence of other legal immigration options seek
entry to Europe via the asylum system.

Even in a time of economic crisis, there remains a key role for foreign la
bour. Irregular migrationremains a persistent and growing problem in Europe.
In 1998, it was estimated that there were 3 million unauthorized migrants in
WesternEurope, at a time when there were some 18 million non-nationals re
siding in the 15member StatesofEU. Thus, perhaps up to 1 in 7 ofall migrants
in Europe are unauthorized.

The high number of irregular migrants, most of whom are engaged in
low-paid and low-skilled work, indicates that there is a considerable demand
for migrants in Europe even though unemploymentrates remain high in many
EU countries. Some countries have accepted this fact and have .introduced
regularization programmes. During the 1990s, Spain, Italy, Portugal, Greece
and France all enacted amnesty programmes for unauthorized migrants. Such
programmes, although not implemented explicitly for demographic reasons,
may nonetheless help to offset the cost of population ageing in the short run,
by bringing more workers into the social security system.

Recentefforts by EU Statesto developa commonmigration policyhavenot
come easily. Statesare reluctant to relinquish national control over immigration.
Theirmainimmigration concernis restricting theentryof groups fromoutside the
EU whosesocio-economicandlor political integration theysee as problematic.

While concerns about the management of non-Elf migration flows con
tinue to dominatediscussionsofimmigration withinWesternEurope, the demo
graphic realities of an ageing population-as well as the economic demands
of a global marketplace-are of increasing importance (United Nations and
InternationalOrganizationfor Migration, 2000a, p. 192).

The year 2000 may come to be recognized as having marked a watershed
in the history of migration in Europe. For the first time in many years, several
European Governments, including those ofAustria,Germany, Italy, Spain and
the United Kingdom, have begun to talk about the benefits of economic mi
gration and, even more significantly, have begun to take action to recruit more
migrants, especially skilled workers.As DECO predicted nearly 10 years ago,
restrictive migration policies in Europe are unlikely to change solely in re
sponse to population ageing since this is a gradual and long-term trend (Or
ganisation for Economic Co-operation and Development, 1991). However,
the new initiatives outlined below are not triggered only by labour-market
pressures. They are also linked to demographicchanges such as smaller youth
cohorts entering the labour force.They also concern the recruitment of foreign
workers to somesectors of employment thathaveageing workforces, suchas agri-
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cultureand the healthservice.Thus,thesemeasuresmay alsohelp to remedya grow
ing demographicimbalanceresultingfrom an ageing and decliningpopulation.

Policy approaches vary, however, and there is no common European
approach to these new challenges. While some countries have introduced
regularization programmes, as mentioned above, others have targeted skilled
workers. The latter programmes tend to be temporary, whereas regularization
programmes provide the opportunity for migrants to remain in a country per
manently. While some countries have tried mainly to recruit small numbers of
highly skilled workers, others have been more concerned about regularizing
the employment of large numbers of low-paid and unskilled workers. Those
who favour the recruitment ofthe highly skilled argue that it provides a means
of selecting the migrants who are most needed for economic reasons. This ap
proach may also have demographic advantages, to the extent that the workers
concerned are employed under temporary labour contracts. However, tempo
rary worker programmes have proved difficult to manage in many countries, as
many temporary workers have been unwilling to return home at the conclusion
of short-term contracts (for an extensive discussion and comparison of such
programmes, see Organisation for Economic Co-operation and Development,
1999). Yet, the dictates oftoday's economy-with the growth in international
trade multinational operations, and contract labour even in highly skilled sec
tors-make it likely that there will be a continued demand for temporary la
bour migration.

Some examples of different Western. European approaches and recent
new labour migration initiatives are given below.

Italy

After many years of being a source country, Italy has rapidly become a
target country for labour migrants, many ofwhom are in an irregular situation.
One study, for example, suggests that Italy "hosts probably the largest propor
tion of illegal immigrants in Western Europe" (Ghosh, 1998, p. 12). In Au
gust 2000, the largest Italian farmers' federation, Coldiretti, called for 65,000
migrants to be allowed to work in Italy in 2000.2 Foreign seasonal workers
were needed, said its President, Paolo Bedoni, to harvest cereals, grapes and
vegetables-low-paid work that Italians, despite an unemployment rate of
11 per cent, are reluctant to do.

The Italian Minister for the Interior, Enzo Bianco, said in July that Italy
"urgently needs a labour force and new vital energy because it is growing old
very quickly. If Italy wants to develop and grow, it must turn to immigrants,
who can act as a lifeblood.'?

The Italian Parliament, under pressure from northern Italian businesses
complaining oflabour shortages, is under pressure to grant legal status to more
unauthorized foreigners. In 1999, 56,500 foreigners were regularized. The
head of the Eurispes think tank in Rome asserted that Italy needs immigration
and should accept immigrants via front-door legal immigration rather than le
galize some of the illegals in the country.
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An example of the type ofmeasure that might be more widely considered
is an initiative being implemented by the International Organization for Migra
tion (10M). The Italian Government recently called upon 10M for assistance
in recruiting and training labour migrants from Albania. 10M is currently of
fering technical assistance to the Italian and Albanian Governments in the form
of a pilot project targeting 5,000 Albanians interested in training or work op
portunities in Italy.

Germany

Germany, in contrast with Italy, has not implemented regularization pro
grammes. Instead, it has started to open up more legal migration channels. On
I August 2000, Germany introduced a new so-called green card programme
allowing up to 20,000 foreign information technology specialists to work in
the country for a period of up to five years, with the possibility of the exten
sion of these permits. Applicants must have a university qualification or the
promise of a salary of at least 100,000 deutsche mark (50,000 United States
dollars) a year. The head of the Federal Labour Office reported in August that
5,486 people had already applied for a special permit to work in Germany un
der the scheme. This is the first time Germany has formally opened its doors to
economic immigrants since it invited "guest workers" from Turkey and other
parts of Southern Europe to help rebuild its economy after the Second World
War, although Germany has accepted temporary workers from Eastern Europe
for some time (see below).

In March 2000, the German Foreign Minister, Joschka Fischer, issued a
memo urging German consulates to relax visa restrictions so as to make it easier
for foreign professionals to come to Germany. Another significant change is
that asylum-seekers who have been prohibited from working since 1997 would
from autumn 2000 be expected to be allowed to work after 12 months in Ger
many,"

Most business leaders support the green card programme and want to see
easy-entry programmes expanded to cover other industries and occupations.
However, the change in policy by the German Government reopened larger
debates about immigration, and about whether the new green card programme
should be linked to a further tightening of Germany's asylum and deportation
policies.

The opposition parties argue that Germany accepts enough immigrants
already but they are not the ones most needed for the economy. Germany now
receives about 300,000 immigrants a year: 100,000 asylum-seekers, 100,000
ethnic Germans and 100,000 family unification immigrants. Instead of taking
in newcomers who need Germany, they argue, Germany should be attracting
newcomers that it needs, such as computer specialists. The way to do this with
out increasing overall immigration, they argue, is to further restrict asylum and
to limit family unification.
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United Kingdom

There are also signs ofa growing awareness of the need to recruit more
skilled foreign workers in Great Britain. On 11 September 2000, the United
Kingdom Immigration Minister, Barbara Roche, made a well-publicized
speech' on the benefits of economic migration, suggesting that Great Britain
should, for both economic and demographic reasons, consider recruiting more
foreign skilled workers from abroad. Referring to population ageing in the
United Kingdom, Ms. Roche argued that "migration is one ofa range ofmeas
ures that could help ease the economic impact of such demographic change".

Ms. Roche further argued, referring to the experience ofthe United States
during the 1990s, that economically driven migration can bring substantial
overall benefits both for growth and for the economy. She referred to skill
shortages in many sectors of United Kingdom industry. The United Kingdom
National Health Service, which is the largest employer in the country, and
which devotes a high percentage of its funding to providing health care for
the elderly, has already begun to recruit nurses from abroad and already relies
heavily on foreign doctors. Nearly one third ofdoctors in the United Kingdom
were born abroad and nearly one third of nurses in inner London were trained
outside the United Kingdom.

In June 2000, the tragic deaths of 58 Chinese discovered in a container
at Dover, England, once again highlighted the problem of irregular migration
in Europe and led to calls for tougher measures to restrict immigration. Ironi
cally, in the same month, the United Kingdom authorities reported that, faced
with a severe shortage of some 17,000 nurses, the National Health Service had
decided to begin discussions with the Chinese authorities on the terms and con
ditions ofreceiving Chinese nurses as "trainees" in the United Kingdom.

The weekly number of foreign nurses applying to register in the United
Kingdom has risen from 70 five years ago to some 1,000 today. Critics of the
policy of recruiting nurses from abroad argue that there is no serious short
age of qualified nurses in the United Kingdom. The real problem is that, for
qualified nurses in the United Kingdom who wish to work in hospitals, the
wages offered are too low (Migration News Sheet, June 2000). Along with
nurses, the United Kingdom is also faced with a shortage ofworkers in other
low-paid jobs in the public sector such as teachers and social workers.
Such posts are increasingly filled by South Africans, Scandinavians and
Belgians.

NEGATIVE PUBLIC PERCEPTIONS OF MIGRATION

Although the measures outlined above are fairly modest, public reaction
to further immigration has been rather negative. For example, in Germany,
most opinion polls find that 55-65 per cent of Germans oppose the green card
programme. A poll published in the newspaper Die Woche in July 2000 showed
that 63 per cent of those asked thought that Germany did not need any more
immigrants.
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Earlier this year The Economist commented that:

"The European popular imagination, it seems, is gripped by panic
about foreigners: that there are too many of them pouring in, that there is
certainly no need for any more. In short, that Europe is 'full up'" (6 May
2000).

Too often, migration, like the impact of ageing, is seen as a burden on
advanced industrialized societies. Much of the public debate about migration
and ageing in recent years has been conducted in negative terms. International
migration, especially in Europe, has for many years been viewed as something
that must be restricted and controlled. Similarly, much of the debate about
population ageing concerns ways to reduce the costs of an ageing society.
New migrants are often portrayed as a burden on receiving countries even
though many studies have shown that migrants bring great economic and so
cial benefits to these countries and contribute to their cultural diversity. There
are many good economic arguments for immigration, including the energy,
entrepreneurialism and fresh ideas that migrants bring. Similarly, the fact that
more people are living longer is too often seen as a worrying trend, rather than
as a positive one offering great opportunities for older people themselves and
for the societies they are living in.

There are also tremendous fears in some European countries of the mi
gration consequences of EU enlargement. Many people simply fear being
swamped by a new wave of migration from the East. This was reflected in
a recent Danish election campaign poster warning of the imminent arrival
of 40 million Poles following EU enlargement eastward (United Nations and
International Organization for Migration, 1998).

Significant changes in migration policy in Europe are unlikely to occur
without greater efforts being made to educate public opinion about the benefits
of migration. One of the ways in which this might be achieved is through
awareness-raising information campaigns which would challenge some of the
current misconceptions about migration in Europe.

WHAT ARE THE POSSffiLE CONSEQUENCES OF
"REPLACEMENT MIGRATION" FOR SENDING COUNTRIES?

If Europe, the United States and Japan begin to recruit substantially greater
numbers of migrants, especially skilled workers, what are the likely conse
quences for sending countries? There has been little discussion of the possible
consequences of "replacement migration" for developing countries and coun
tries in transition, many ofwhich also have declining or ageing populations.

The effects of international migration are complex for both source and
destination countries. Their impacts cannot be characterized as solely positive
or negative. Often, the same factors that create benefits can also produce costs.
To give a seemingly simple example, brain drain of highly skilled migrants is
often described as a loss to the source country and benefit-brain gain-to the
destination country. However, if the migrants help link companies in the home
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country with business opportunities in the new location, both countries may
benefit. On the other hand, if the destination country does not utilize the skills
brought by the migrants in its workforce, then the migration may well create
negative impacts for both societies (United Nations and International Organi
zation for Migration, 2000a, p. 22). The range and complexity of international
migration flows, and the fact that the scale of these flows is often underre
ported, make it difficult to assess the full impact of international migration on
either receiving or sending countries.

Since many of the principal countries ofemigration have large and grow
ing populations, international migration generally has little effect on overall
population. The number of migrants relative to total population size is small
in countries such as China, India, Mexico and the Philippines (United Nations
and International Organization for Migration, 2000a).

However, a number of countries have experienced the emigration of a
sizeable portion of their populations. For example, an estimated 300,000
450,000 Albanians (10-14 per cent of the population) left the country in the
early 1990s when removal ofprior exit controls coincided with recurrent eco
nomic and political crises.

The effects of emigration on sending countries will vary according to the
skill level of emigrants. The loss of unskilled and semi-skilled workers can
usually be made up relatively cheaply and quickly, but the loss of highly edu
cated professional workers is a more serious problem. Some countries have
lost significant proportions of skilled workers. For example, between 1960 and
1987, sub-Saharan African countries are estimated to have lost 30 per cent of
their highly skilled manpower, chiefly to Western Europe (Stalker, 1994).

It is likely, however, given EU enlargement, that a high proportion of im
migrants to Western Europe in the future will come from Central and Eastern
Europe. Currently, average wage levels in the Central and Eastern European
candidate countries are about a quarter of those in EU at purchasing power
parities, and the gap is not expected to close significantly in the short term.
Germany already recruits large numbers of temporary contract workers un
der bilateral quota agreements with some 13 countries in Central, Eastern and
South-Eastern Europe (United Nations and International Organization for Mi
gration, 2000a). As a result ofEU enlargement, there is likely to be an increase
in East-West migration (and West-East migration), although it is unlikely to
be on the massive scale that some fear. A recent European Commission study
suggests that Germany can expect an inflow of 220,000 migrant workers a
year after EU admits new members from Central and Eastern Europe." This is
approximately two thirds of the total expected inflow to EU from Central and
Eastern Europe. However, research conducted by 10M suggests that much of
the migration from Central and Eastern Europe will be temporary, with many
workers maintaining their houses, families, pensions and health insurance in
their home countries (United Nations and International Organization for Mi
gration, 1998). Based on the experiences of past rounds of enlargement, this
labour migration is likely to help promote economic growth in the Central and
Eastern European region, eventually leading to declining emigration (Salt and
others, 1999).
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CONCLUDING REMARKS

Alone, replacement migration is unlikely to be a solution to declining and
ageing populations but, together with other measures, it could be an important
way in which Governments could better respond to these demographic chal
lenges. However, it seems unlikely at present that States in Western Europe are
prepared to promote a substantial increase in permanent immigration. What is
more likely is that there will be more selective and temporary labour migration
into Western Europe, specifically to meet skill shortages in certain occupations
and industries. This type ofmigration could also have demographic benefits, as
migrant workers contribute to social security costs, fill jobs in areas providing
services to the elderly, and help reduce the ageing of the workforce.

As we have seen, there are recent signs of a shift in government think
ing in several Western European countries in favour of more selective labour
migration. However, even these modest attempts to increase temporary and
skilled labour migration have not been popular in Europe. If selective labour
migration schemes are to be successful, Governments will have to give greater
priority to educating public opinion about the potential benefits of migration.
This will require information campaigns, using the mass media, to better in
form the European public about migration issues.

Despite restrictive immigration policies, there has been considerable ir
regular labour migration into Western Europe over the last decade--even dur
ing times of high unemployment. Hundreds of thousands of migrant workers
are already employed illegally in Western Europe. Most of these workers are
low-skilled and low-paid. More countries are likely to begin to accept that
their economies need these workers, and that their status should be regularized.
This would produce demographic benefits as well. By regularizing the workers'
status, several European States have brought these workers into their social
security and health insurance systems in recent years. Many also believe that
the creation of more regular channels for labour migration into Europe could
help to reduce irregular migration pressures and the smuggling and traffick
ing of migrants (United Nations and International Organization for Migration,
2000b).

Finally, if immigration is to increase in Western Europe, it is important
that this does not lead to costs for developing countries and countries in transi
tion, many of which also have ageing and declining populations. A managed
approach to migration requires the cooperation of both source and destination
countries. In an increasingly interconnected world, cooperation among coun
tries is essential in addressing such global issues as international migration.

NOTES

'Migrationto WesternEuropeincreasedsharplyin 1999,despiterestrictivepolicies,because
of the conflictin Kosovowhich resultedin the displacementof nearly 1millionethnicAlbanians.

2See The Economist,S August2000, p. 32.
3Ibid.
4Migration News, Europe, vol. 7, No.8 (July 2000).
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S"UK migration in a global economy", draft speech by Barbara Roche, Member ofParliament,
Immigration Minister, Home Office, 11 September 2000.

6See "Germany faces large influx ofmigrant workers", Financial TImes, 20/21 May 2000.
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Population Bulletin of theUnited Nations, Nos. 44/45-2002

ON POLICY RESPONSES TO POPULATION DECLINE

PaulDemeny*

We are discussing, and will be discussing during the next three days, is
sues related to the questions ofpopulation ageing and population decline.

Seen from the perspective of this glass building-even from this base
ment conference room-these are not the most troubling global population
problems.

Let me mention two of those, picking the most obvious.
During the next 50 years, the net addition to population size in the world's

less developed countries, United Nations projections tell us, will be somewhere
between 1.5billion and 4.4 billion. Even the lower figure has less than happy
implications for the prospect of a speedy reduction of global poverty and the
prospect of economic development at large.

The United Nations also estimates that some 35 million people today are
infected with the human immunodeficiency virus (HIV) or suffering from ac
quired immunodeficiency syndrome (AIDS), with a current annual death toll
of nearly 3 million. This is an unmitigated, and growing, demographic disas
ter, concentrated today mostly in Africa. It is also a human tragedy with few
precedents.

These issues need urgent and sustained attention from the international
system.

Does the existence of these problems diminish the importance of the is
sues on the agenda of this meeting?

Not at all. Indeed, the United Nations, and in particular the Population
Division of the United Nations Secretariat, under the leadership of Joseph
Chamie, should be congratulated for putting a searchlight on issues that un
til now received little recognition at international population forums. More
to the point, with few exceptions, they have also been swept under the rug by
Governments in the countries directly affected and they are ignored by public
opinion. We have a case here ofan attention deficit disorder writ large.

This ostrich-like stance can be in part explained, although not excused,
by the fact that the most startling aspect of the issue at hand-population de
cline-is still largely masked by the transient momentum provided by existing
demographic features: results of relatively high past fertility and increasing
life expectancy.

*The Population Council. Remarks prepared for the panel discussion.
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Admittedly, the future, even the demographic future, cannotbe predicted
with great accuracy.

But as the calculations of the United Nations show by most plausible
assumptions, population decline will affect numerous countries in the com
ing decades. Very likely, it will do so at an accelerating pace. At present, the
countriesaffectedare sliding,as it were, on a gently slopingdownwardcourse
in populationnumbers. After a decade or two, the steepness of the decline is
virtuallycertain to greatly increase.

Population decline, in combination with population ageing and with in
creasing loss of relative demographic weight within the family of nations,
points to a future with some distinctlyunpleasantfeatures--economic, social,
culturaland geopolitical-for the countriesaffected.

If so, countermeasures need to be considered, sooner rather than later.
Delay will make any plausible remedyfar costlier than a timely response.

Broadlyspeaking,possibleremediesare of three types.
The first involves institutional reforms and fiscal arrangements affecting

intergenerational relationships. Their aim is to ease economic and social ac
commodation to an age structure in which the proportion of older persons is
greater than is the case today. No one would dispute the legitimate role of
governmentin this domain.

The second has to do with immigration policy. By permitting a larger
influxof economically active foreigners, a country can gain at least a tempo
rary rejuvenation of the age structure, and can slow, or at least mitigate, the
numericalshrinkageof populationsize that might otherwiseensue.Regulation
of immigration is recognizedin intemationallaw as the sovereignright of each
nation. Determining the rules of the game on immigrationthat are considered
best by the citizenryis a routine functionof the politicalprocess.

The third type of measurewouldseekto counteractpopulationageingand
populationdeclineby increasingthe birth rate.

I will comment only on the most difficult and controversial among the
three-the last one: policies seekingto raise fertility.

The legitimacyof interference with parental decisions about the number
of children, unlike that of government involvement in pension reform or im
migrationcontrol, is not readily acceptedin a democraticpolity.

Governments, of course,do manythingsthat may influence choicesabout
havingor not havingchildren. Some social policies, like family allowancesor
tax breaksbased on the numberof dependentchildren,are perceivedas having
a pronatalisteffect.

However, in virtually all democracies, Governments profess to shape
suchpoliciesexclusivelywith welfareand equity considerations in mind.They
explicitly disavow any intent to increase the birth rate. Children are home
produced goods. Even apostles of a solicitous and overbearing nanny State
tend to hold that it is not the Government's business to tell people how many
childrenthey shouldhave.

Yetthe potentialflawin this stance is evident.The sum total of individual
choices mayor may not add up to what is in society's best interest. Parental
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decisions on the number ofchildren they have may result in positive aggregate
growth that is socially too high, or negative growth that is recognized as so
cially harmful. These are situations that economists describe as market failure.
Even on pure Adam Smithian principles, there is then a potential case for col
lective remedial action.

But do Governments, or for that matter anyone of us, know what is too
low or too-high fertility? Do we know the optimum population size and the
optimum population change?

Over the long term, there is a simple, ifsomewhat vacuous, answer to this
question. The answer is zero growth, that is to say, fertility at replacement level.
It consists in 2 children per woman on average, or very slightly more than 2
children in order to compensate for mortality-very low in modem popula
tions-between birth and early adulthood. Fertility higher than this eventually
results in impossibly high numbers. Fertility lower than this eventually leads
to extinction.

For time-horizons that may realistically be considered in policy deci
sions-perhaps spanning the length of one generation and fading to indiffer
ence by the end of two-the answer demands quantitative distinctions. I will
make reference only to populations relevant in the present context, that is to
say, those where fertility is below replacement level. My comments are neces
sarily stylized and lacking in the documentary detail that could support bottom
line summary judgement. I will make references to actual countries for rough
orientation only. We may distinguish three cases.

In some countries-let's call them category I-fertility is only moder
ately below replacement level. Among the countries considered in the United
Nations study of replacement migration (United Nations, 2001), the prototypi
cal case, of course, is the United States of America; but the lower bound of
moderate fertility may be defined, somewhat optimistically, as a total fertility
rate (TFR) of 1.7. If so, France and the United Kingdom are also within this
band, along with some Northern European countries. It would be difficult to be
alarmed about the demographic prospects ofsuch countries. In any event, poli
cies with the primary aim of increasing the birth rate could hardly command
consensus and strong political support for vigorous action.

To be sure, the ongoing shifts towards an age structure characterized by
an increasing proportion ofthe aged and especially ofthe very old-both terms
understood as conventionally defined-are bound to pose problems of adjust
ment; but the difficulties inherent in such adjustment should be well within the
capacity of modem affluent industrialized societies to overcome. Immigration
policy in these situations would be inappropriately seen as a demographically
commanded medicine; decisions on immigration matters should be guided by
other considerations of national interest and preference. These decisions may
be consistent with a generously welcoming open door policy, or with virtually
no permanent net immigration at all.

Social policy, likewise, would have little reason to be focused on concern
with population growth, as distinct from concern with population quality-the
proper upbringing of children who do get born as a result of parental choice.
Demographic targets, like maintaining a constant level ofpopulation oflabour-
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force age-again, as conventionally defined-let alone preserving a status quo
with respect to a support ratio (a ratio between those ofworking age and those
of retirement age set by fiat), have no special normative significance.

Should below-replacement fertility be entirely ignored in category I
countries? Well, not quite. A degree of demographic decompression-falling
population numbers-may be easily tolerated, even mildly welcome. Num
bers alone do not make countries great. In terms of cultural, artistic and even
scientific productivity and influence, a country's greatness need not depend on
whether it is a country of 50 million rather than 40 million. Still, indifference
to the matter of demographic change would be warranted only if there was a
realistic prospect of eventual spontaneous recovery to higher fertility-to, or
close to, replacement proper. Absent such a prospect, it would be reasonable
to expect an increasing bias towards favouring social policies that are at least
implicitly pronatalist.

In the present intellectual climate, it is easy to predict that such policies
would be patterned along the lines of what may be described as the Swedish
model. The essence of the model is substantial transfer of child-rearing costs
and activities from the family to the community so as to make childbearing
more compatible with women's labour-force participation. Supplementary ele
ments in the prescription are efforts towards cultural change aimed at greater
involvement of men in roles traditionally considered female. This recipe is
now widely accepted as the most potent-and, one might add, only politically
correct-antidote to low fertility.

There are problems with the recipe. One of these, apart from its high cost
and inefficiency, is its lopsided commitment to a particular style of child
rearing arrangement. Those who would prefer a more traditional pattern of
family-building would have difficulty opting out of the model unless they
were financially well off. More to the point in the present context, international
comparisons of the correlation between the intensity ofthe model's application
and the actual level ofaggregate fertility provide at best very weak support for
its effectiveness in raising the birth rate or keeping it relatively high.

Thus, while category I countries have no cause for alarm, the matter does
need watching. After all, over a period of 50 years-not a long time in the life
of a nation-a TFR of 1.7, in the absence of net immigration and apart from
transitory momentum effects, would make a population lose some 30 per cent
of its original stock.

I skip over category II for the sake of brevity. Among the populations
considered in the United Nations study, Japan and the Republic of Korea may
fit therein, as does the European Union (EU) in toto-with TFRs in the neigh
bourhood of 1.5. The steepness of incipient population decline is obviously
much higher, with the prospect of 1 per cent population loss per year and the
peculiar age distribution that goes with such a pattern. Ifnothing else, the pros
pect should generate intensive soul-searching and policy debates.

Finally, category III. In the United Nations study, it is represented by two
countries: Italy and Germany, with TFRs of 1.2-1.3. I omit the Russian Federa
tion: the cataclysmic transformations of that country's economic and social
order during the last decade make even tentative interpretations hazardous.
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However, Italy and Germany are, of course, not alone in their category; one
might add such countries as Greece, Spain, the Czech Republic and Hungary.
Others are not far behind. Such low levels of fertility as are exhibited in these
countries, in some cases now extending over decades, have no precedent in
populations of comparably large national entities. Italians, one might expect,
would loudly broadcast the alarm: Rome, we have a problem. Or if they do not
do so, perhaps Brussels should. As things stand, among forums of some inter
national visibility, only the Population Division of the United Nations Secre
tariat seems to be emitting warning signals.

What are the policy choices in such a situation?
A possible choice, as I noted, is sticking to the stance of laissez-faire,

as far as fertility is concerned. The situation, optimists may hold, could be
temporary-an aberration that will in due course right itself. Italy may rejoin
the United Kingdom or France as a demographically passably normal country.
Others, ofmore pessimistic bent, might suggest ofcourse that, to the contrary,
category III countries are in the vanguard of a socio-economic and cultural
transformation and it is the others, now still with fertility only moderately be
low replacement, that are the laggards. Eventually they, too, will follow the
Italian pattern, leading towards precipitous decline in population size. It is pos
sible to find arguments that lend some support to the optimistic scenario; but
betting the country's future on spontaneous adjustment places uncomfortably
high demand on sheer good luck.

More likely, Governments in Italy-like situations will eventually respond
with garden-variety pronatalist polices, along the lines of the Swedish model
or pushed beyond it. Perhaps that will work; more likely it will fall far short
of its hoped-for effectiveness. The remedy offered by the model is increasing
socialization of child-rearing, with the attendant escalating tax burdens of the
welfare State. Its logic is that people pay through the government not just for
each other's doctors, nurses, medicines, schools and assorted traditional public
services, but also for what international documents nowadays delicately re
fer to as child-minders, thereby avoiding the somewhat sexist term "mother".
This may work to some degree, or it may prove counterproductive. Why have
a child, or more than one, or more than two, if, after a paid maternity leave,
someone else will be de facto raising that child? For that matter, why get mar
ried? Having a job and a cat and a bit more discretionary pocket money after
the taxes are paid may be just as satisfactory, or more so.

Is compensating for the demographic deficit through immigration an op
tion? Theoretically it is, as long as there is a vast potential pool of immigrants,
which there is. However, as the United Nations calculations clearly demon
strate, counterbalancing shrinking numbers implied by category III-type fertil
ity would require an influx of such magnitude as to be radically inconsistent
with maintaining not only ethnic and cultural continuity but arguably also eco
nomic and social stability. Preferred and allowed immigration might be large
by today's standards, but could not be commensurate with what the United
Nations calls replacement migration.

Thus, absent other solutions, we are left with the prospect of declining
numbers and with an age structure resembling not a rectangle, let alone a pyra-
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mid, but rather a light bulb standing on its base, or a pear standing on its stem.
Is this a disaster?

Well, it depends. Seen in isolation, the old-age support problem would
present an unsolvable task. But I live in Connecticut, a state that lost popula
tion between 1990 and 1999-not very rapidly, but it did. So did Rhode Island
and North Dakota. Life can be pleasant in these states, albeit perhaps a bit
lacking in local entertainment in the last-named state, with the average age of
farmers hovering around 60. These states are part of a broader political entity
within which goods, money and people can freely flow.

But so is, to a large and increasing degree, Italy. Its standard of living de
pends on international trade, and its pensioners, especially its future pension
ers, will increasingly look for the fruits of their foreign investments-not just
from Wall Street but from bonds that helped to build skyscrapers in Shanghai
and factories in Indonesia. The transition problems for those now nearing re
tirement, however, will be severe.

As to Italy's national borders, they are already open to unlimited immi
gration from EU, a community of nearly 400 million people, all characterized
by below-replacement fertility. Note in this context that the numerical results
of the calculations in the United Nations replacement migration report crucially
depend on the stipulated age distribution of the international migrants. This
is assumed to replicate the age distribution of migrants to the main immigra
tion countries, a distribution shaped by the magnet of the dynamic economic
growth and labour-absorptive capacity of the receiving countries, most notably
the United States. Thus, for instance, the proportion of immigrants over age 65
according to the United Nations is less than 3 per cent of the total number of
migrants.

This assumption may be completely unrealistic in the case of low-fertility
countries. EU may decide to reduce immigration to a very small number; it
could do so, albeit at some cost. Would this be the end of immigration to Italy?
Not likely. Its immigrants (if the word "immigrants" still applied in the new
context) would come from places like Glasgow, Hamburg and Helsinki, and
they would be looking for sunny skies in their post-retirement seventies and
eighties. While its total population was shrinking, Italy's age structure would
come to resemble that of Sun City, Arizona.

While Italy was coasting towards regaining the population size it enjoyed
at the time of the high Renaissance-about 10 million-it could still have not
just coupon-clippers but also a flourishing, productive economy. Export of archi
tectural design and high fashion, or of opera singers, does not require large
numbers-it requires competitiveness in quality. Tourism, a fabulous money
earner, is a bit more labour-intensive, but could still prosper by displacing less
productive segments of the Italian labour force. A less crowded Italy would
give tourism an extra attraction.

Thus, not all is lost when population nosedives. Given the uncertainties
of the international environment, it would of course be wise for a numeri
cally dwindling Italy to be a generous supporter of that ever-planned Euro
pean Rapid Reaction Force or, better yet, to make sure that it remains safely
under the North Atlantic Treaty Organization's (read America's) defence um-
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brella. By mid-century, the world, or at least its northern tier, might be a United
States and China-managed co-prosperity sphere. The type ofrisks that French
would-be retirees took 100 years ago when they invested in tsarist railroad
bonds might be greatly reduced as a result. By mid-century, even Chinese mil
lionaires will have discovered the charms ofTuscany and their retirement there
in their second homes will be welcomed. Italy could end up being very short of
home-grown children, yet prosperous.

This hypothetical Italian model might be applicable in a number of other
places, too-not just demographic pygmies like Monaco or Luxembourg, but
also EU as a whole and Japan. Success, however, would typically require pos
session of special human and natural assets. Owning ancient ruins, for ex
ample, is distinctly helpful. More to the point, the recipe is workable only for
countries in the vanguard of the ageing process. Further down the line, relying
on rents from distant lands that pay the proceeds from past investments will be
increasingly difficult-in current American parlance, a risky scheme indeed.
And those countries at the end of the line have no access to such a solution.
With descendants scarce, perhaps most oftheir aged will have to rely on robots
for their daily care.

And even for our hypothetical Italy, from high Renaissance population
size the direction of change would point towards the sixth century-towards
the demographic vacuum that followed the collapse of the Roman Empire. A
dismal prospect, by most odds. Countries that are short of Italian-style human
and natural assets and wish to stay in business long-term might be advised to
try to reverse their demographic fortunes now.

What can they do? There are a number of options outside the familiar
armamentarium of pronatalist welfare State measures that have not been tried
yet offer considerable promise. Such measures would seek structural reforms
that would not rely primarily on dispensing money and resources. Rather, they
would seek to change institutional arrangements so as to reinforce parental
responsibility for and authority over children; strengthen the economic secu
rity ofwomen within the family; allow parents to benefit directly from having
raised children (for example, through reallocation of social security contribu
tions of working persons in existing pay-as-you-go arrangements directly to
their living parents); and make the political system more responsive to the
young generation's interest (for example, by granting extra voting rights to
adults for their minor children).

I will comment here on only one, more radical, approach, but one that
would certainly require considerable financial expenditure on the part of the
government, not fully compensated by savings on other policies that would
be eliminated or cut back. I know that some will find the ideas I am about to
outline unpalatable for reasons that have nothing to do with money. I offer
what follows, described in rudimentary fashion, not as a proposal for adopting
a policy, but as a plea for discussion and reasoned criticism.

As is well known, the present low-fertility regime gravitates towards a
highly compressed distribution ofwomen by the number oftheir offspring. Let
us assume, for the sake of a simplified illustration, that the regime can be de
scribed as follows: at the end of the childbearing years, 20 per cent of women
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end up childless, 40 per cent with I child, and 40 per cent with 2 children.
The TFR in such a population-the number of children women have on aver
age-is ofcourse 1.2. This happens to be the present level ofItalian fertility. It
is a fertility level far below replacement, pointing to rapid population decline
in the long run.

Standard pronatalist policies seek to increase this average by mounting
a full-front attack: trying to reduce voluntary childlessness, encourage single
child women to have a second, and, hopefully, persuade women with two chil
dren to have a third child. In this endeavour, policies thus far have conspicu
ously failed. Incentives could manipulate the timing of children, but not what
counts for population reproduction: ultimate family size. The policies are also
vastly inefficient: they subsidize behaviour that would by and large be forth
coming even in the absence of subsidies.

Now consider a two-tier, bifurcated fertility regime, composed ofwomen
whose fertility is the one just described, and of a second tier: women with a
substantially higher family size. Suppose that the first group comprises 70 per
cent of all women. How many children would the remaining 30 per cent have
to have, on average, to bring overall fertility exactly to replacement level? The
answer is 4.

Could 30 per cent of couples be persuaded to raise 4 children apiece
typically their own or, if necessary, adopted ones? Certainly not in response to
pleas from presidents and prime ministers to have children for the good of the
mother country.

Could even the most vigorous efforts in the service of the accepted goal
of "permitting women to combine jobs and children" do the trick? Certainly
not. Raising children is a job. Women and, more rarely, men do commonly and
bravely carry two jobs: the ''job'' job and that extra child-rearing job, but not
if the latter involves four children. That is a full-time job in every sense of the
word, and then some.

But at present it is an unpaid job, or paid, in material terms, in small
change and with the rider of decreased financial security to boot. Would 30 per
cent of potential parents be willing to undertake rearing four children as a
career if the job was adequately compensated? The answer would be testable
in the market; with confidence it can be predicted that the requisite supply
could be recruited. Motherhood is much praised in poetry and songs: indeed,
as a challenging yet psychologically rewarding avocation it would easily sur
pass or compete with most regular jobs, whether in industry, the services or the
professions. But parenting would need material recognition to make it fully
competitive with jobs in the formal labour market.

The scheme would also need appropriate institutional framing. It would
be reasonable to take a leaf in this regard from time-tested models for success
ful child-rearing. The goal ofany politically acceptable pronatalist policy must
be not simply to raise the birth rate but to produce more babies who grow up
to be productive and responsible members of their society. This would suggest
that the paid parental job option could be offered to young married couples
who had met certain minimal criteria of education and other characteristics
and were willing to make a commitment to raise a "large" family-albeit that
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"large", if the number of children is just 4, is not quite an appropriate charac
terization by historical standards. Such couples would also have to consent to
rules that would make dissolution of the marriage difficult, as long as a minor
child was present. But some models ofa more contemporary-liberal bent could
also be readily envisaged.

The whiff of eugenics would inevitably be detectable in such a scheme,
but rules accepted socially as fair could be worked out. For instance, one le
gitimate objective might be that the educational composition and ethnic back
ground of such volunteers should replicate the average composition of young
persons of similar age, say, 25. To arrive at that result, differentiated salary
levels would be both necessary and just. Couples would have to be carefully
screened for aptitude and fitness for child-rearing. However, applicants are
similarly screened for any responsible job-whether it be that of firefighter,
lawyer, teacher or policeman. With 'proper selection, once accepted for the
scheme, monitoring ofperformance would be typically lighter than is the case
in the formal labour force. Dropout rates would be also low. As the family
grew, so would remuneration brought by the at-home parent to this now nor
mal two-earner family, is as much the case for ordinary professional jobs and
ordinary two-earner families. The salary accruing to the at-home parent would
be subject to the same rules concerning social security and taxation as in the
formal labour force. As children left the household, parental responsibilities
would decrease, and so would the salary. Some caregivers at that point might
elect to enter the formal labour force, but they need not do so. At that time,
regular retirement age would be fairly close at hand.

I conclude simply by saying that populations that are disinclined to accept
their numerical decline have available to them unexplored options that could
assure a sufficient number of home-grown children to satisfy their preference.
They may still wish to welcome immigrants for a number of good reasons.
Population replacement need not be one among them.
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