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1. Introduction



Ageing a main issue ac_ross SR TN G
most developed countries
Demand

+ Leads to changing demand for services/goods, including health services

Finances
+ Public and private finances, pensions, savings, wealth distribution etc.

Labour force supply

+ Reduction in working age population (dependence ratio), migration
« Changing activity rates

- Average age of workforce & balance between age groups

+ Entrepreneurship

Socio-political factors

- Stability/instability

* Importance of ‘grey vote’, income rise relative to young (Luxembourg
Income Study database) ....



Differences in impacts on
pensions and migration

Different regions across the globe, countries and regions/areas
within countries vary by:

» Timing (similar changes but at various stages)
- Contexts (e.g. socio-economic and institutional contexts)
- Responses (e.g. policy pressures)

* Etc.
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2. Population change
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All aspects of demographic STIRLING
make-up are changing

- Mean and median age of European populations rising
for a century

» Birth rates (total fertility rates — generally down)
- Death rates (and longevity - up)
* In-migration and out-migration (up??)

- Economic activity/ participation rates (including length
of working lives - moving up)



s
lllustration —
one part of the UK

 Apologies for seeming parochial, but let us look at
Scotland

* Pyramid .. to .. super tanker .. to .. coffin ....



CHANGING SCOTLAND:
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EUROPE: Population (Age 15-64)
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Working age population in million
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Source: Eurostat, EUROPOP2010 projection From: Dr. Jérg Peschner, European
Commission, DG EMPL/A1
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The changes in the age structure of the EU workforce

Source:
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If employment rate 75% and migration constant (pre-2015)
... then economic growth will be difficult to maintain

Past growth performance Future growth potential

3.0%

Employment
growth 2.5%

2.0%
+

Productivity 1.5%
growth
1.0%

0.5%

Economic
growth

0.0%

-0.5%

2000-2008 2010-2020 2020-2030

Source: Dr. Jorg Peschner, European Commission, DG EMPL/A1
calculations based on LFS data
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Assumptions about migration, mortality (health
Improvements, epidemics, wars etc.) and so on are
significant

Within the working age population, workforce structure
also getting much older

Similar type picture across much (but not all) of
Eurasia — with different time scales
(Note: 15-64 years is used for ease of comparison — each country

may have different actual dates between leaving school and state
pension ages that they used for more accurate estimates)
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Russian Federation: Population (Age 15-64)
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Eastern Asia: Population (Age 15-64)
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Central Asia: Population (Age 15-64)
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Sub-Saharan Africa: Population (Age 15-84)
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[ Europe B Northern America
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Estonia

Greece

Bosnia and Herzegovina
Lithuania

Poland

Romania

Latvia

Most aged societies European
but increasingly some Asian

Hungary
Croatia

Ukraine

Czech Republic
Serbia

L} |
40 0 10 20 30 40

I I 1

Percentage of population aged 65 and over Percentage of population aged &5 and over
2050

Mate: The list includes countries and areas with a total population of at least 1 million in 2015,
Source: U.5, Census Bureau, 2013; International Data Base.

US Census (2016) ‘An Aging World 2015’
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Increased longevity widely have been recognised by govts & their
policies for decades — (20-69 year old base in graphs are used to
partly recognise changing state pension ages and labour market
entry ages (common data age bands are for international
comparisons, not for accurate national calculations)

Dependency ratios are not insignificant - they reflect actual pension
commitments, and partly socially constructed retirement practices etc.

In UK there is no longer a retirement age - state pension ages started
at 60 for women and 65 for men, rising to 66 years for both in 2020,
then to 67 and later rising more (i.e. reflecting longevity etc.)

Essential to take account of increasing morbidity as people age (on
average a 70 year old worker today & one who was 60 year old
today, or one 20 years ago, are not simply interchangable in terms of
health, productivity, hours worked etc. and socio-politically
constructed retirement and participation rates)
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What is happening

* Working aged population beginning to decline in many economically
developed countries

- Many other countries in Eurasia following in next decades

« Composition of the working age population getting older — again lag
for some countries (so relatively more older workers but also rapid
decline in young, entry level workers)

- Dependency ratios shooting up in many countries — but ...longevity,
age structures, previously high ratios etc.

* But, there is also the issue of activity rates ...
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3. Activity rates



e
Employed, unemployed
and Inactive

(Working age) population classified as:

employed (in a paid job); Employment rates is the ratio of the
employed to the working age population.

unemployed (not employed and available and actively seeking
work in last 4 weeks);

inactive (e.g. long-term sick, full-time students, carers)

Total working aged population = employed + unemployed +
inactive
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OECD (2016), Labour force participation rate (indicator). doi:

10.1787/8a801325-en (Accessed on 04 April 2016)

Labour force participation rate — Age 55-64 (OECD)
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Labour force participation rate — Age 55-64 1980-2013 (OECD comparator)

Labour force par‘ticipation rate s5s5-64 year-olds, % in same age group, 1980 - 2013
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Labor Force Participation Rates for Population Aged 65 and Over

by Sex and World Region: 2010 Estimate and 2020 Projection I mate
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> 65 years rates decline markedly 1960-2010 and are extremely low
In most countries (especially EU)

50-64 year olds the picture is more varied, partly reflecting varying
normal retirement ages etc. Dropped then rising U

Activity rate for 15-49 year olds increasing over the decades in each
country, partly as a result of greater levels of female working in the

formal labour market. Mostly limited growth potential A g:>

Participation rates vary by age and gender

In economically developed countries older people less likely to be in
labour force (but changing somewhat)

Differences in gender participation rates narrowing
Share of older workers who are part-time varies by country -us census ‘16
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4. Some implications
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Much of Europe has now passed the ‘demographic dividend’
stage (relatively few young and few older people — large working
age population)

Much of Asia still in this phase

But most countries in the region will grow old before getting rich
(implies World Bank ‘Live Long and Prosper: Aging in East Asia and Pacific’, 2015)

Will there be a second demographic dividend (e.g. higher savings
& assets among old, consumption funded by savings [not Pay-as-

you-go pensions] and greater capital per worker)? (Bloom and Canning,
2008; Bloom et al., 2010)
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« Workforce mix (not just age)

« Getting younger workers

« Changing age mix of workforce (inter-generational friction?)
* Increasing the productivity of older workers (e.g. training)

* Increasing the productivity of all workers!

» Pension and other financial costs (e.g. health insurance)
» Public sector costs (health, pensions etc.) — tax implications?

» Market changes and opportunities
» Changing customer base
- Etc.
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Some policy responses

Increasing the size of the labour force through increasing:

working life (raising pension age, tapered retirement, increasing
lifetime av. hours);

birth rates (limited effects — Singapore, Sweden ... as underlying
factors wide (urbanization, income, investment in children,
emancipation etc.)

migration (especially international migration + skilled; but other
countries increasingly competing for these workers)

all participation (employment) rates (FT plus PT - not just on low
hours per week)

participation of women, and crucially supporting them with career
progression (especially after childbirth)

participation of groups under-represented in the labour force

Increasing productivity (skills and capital investment) at all ages



Some policy responses STIRLING (1
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Increasing demand for older workers (employment attitudes & policies for
older workers; attitude to training; Age Discrimination legislation)

Other policies

development aid more targeted towards generating skilled workers
(technical, language etc. skills) from areas of population growth
(given large demand for skilled workers there is a danger of a drain
of skilled workers from developing countries; so need support for
these countries might be supported to expand skilled workers to
ensure sufficient skilled people remain, as well as to support those
who wish to migrate for higher paid job opportunities)

managing decline/transition to lower population, e.g. health,
welfare, pensions and income standards for future retirees (and
others). Is global (or regional) - population decline such a bad thing
If it is well and managed?
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Productivity

Bottom line — in employment we need to improve productivity of older
(and all) workers, which may mean:

Redesigning workplaces and work processes
Investment in, and the role of, new technologies important

Changing attitudes to, and practices in, skills development (skills
development/ training reduces with lower level jobs, yet many older
workers may move into lower level jobs); Lifelong learning

Bringing mothers back into the workforce in a way that helps them back
up the skills ladder to higher skilled jobs and careers development

Changing lifetime hours worked



5. Conclusions

 Ageing of labour force affecting most of Eurasia, but with different
time lags

- ‘Demographic dividend’ virtually over for EU, but will we have a
double dividend (if latter then less pressure for migration and on
pensions)?

* Need to increase participation rates of older workers
« Competition for (skilled) migrants may rise

+ Unexpected consequences? Opportunities and challenges ahead
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Thank you for your attention
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