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Ageing paranoia, its fictional basis and all too real costs. 
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Over the past decade, demographic ageing has become a preoccupation of governments and 
social scientists globally. It is presented as a threat to prosperity, requiring bold policy 
measures to moderate and mitigate its impacts. A common response is to boost population 
growth, through encouragement of larger families and increased immigration quotas. Even 
among nations whose populations are still growing strongly, and who currently have a small 
proportion of people over 65 years of age, the fear of ageing has discouraged action to reduce 
population growth. 
 
At the same time, concerns relating to planetary limits, including food security, water 
scarcity, loss of natural environments and biodiversity, greenhouse gas emissions and fossil 
fuel dependence, are becoming ever more acute. Population pressure is the acknowledged 
driver of all these challenges, but the future projected growth is taken as a fact over which we 
have no influence. Equally accepted is that this growth will be limited. Most reports refer to 
nine billion as the maximum number to be accommodated, although this estimate is long out 
of date.  
 
These contrasting agenda reveal a glaring inconsistency. Population growth is readily 
accepted as a policy choice, when arguments are made for stimulating it. It is presented as 
inescapable fate when dealing with problems that would be lessened by reducing it.  
 
The importance of our population choice 
 
It is evident is that global population will not stabilise, unless individual nations choose to 
embrace population stabilisation or decline. Their recent actions to prevent demographic 
‘stagnation’ have had global effect. Funding and political support for family planning 
programs has dwindled, while birth rates in many developed countries and some developing 
countries have risen, with government encouragement. The combined effect has seen global 
fertility reduction stall, the annual increase in global population creep upward since 2000, and 
the United Nations’ projections repeatedly revised upward. The current medium projection 
would climb beyond 11 billion early next century.   
 
Yet the conditions required for the medium projection are still not met. Announcing the new 
UN projections, a refreshingly direct John Wilmoth, head of the UN Population Division, 
stressed that the medium fertility projection assumed steady fertility decline, and ‘is thus an 
expression of what should be possible….[It] could require additional substantial efforts to 
make it possible.’ (Wilmoth 2013, emphasis in the original). 
 
Suffice to say that, without ‘additional substantial efforts’, the global population is on course 
for well over 11 billion. Few analysts of food security consider that we are likely to be able to 
feed such a number. The more likely outcome is that planetary limits will cause the death rate 
to climb.  
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The population projections are blind to such limits, as they only project past trends which 
have seen life expectancy steadily rise. By choosing to treat these projections as fact, rather 
than treating future population as a choice, we are likely choosing widespread death by 
famine or conflict triggered by food prices (as in Egypt), water scarcity (as in Syria) or mass 
movement of people (as in Central African Republic). 
 
Nations fear ageing more than overpopulation 
 
It would appear from the UN’s regular surveys of national population policy that concern 
about demographic ageing is the primary excuse for revised attitudes to population growth 
(United Nations Population Division 2011). 
 

A. Population growth and 
government opinion of it

Government's opinion of population growth

Low Satisfactory High

P
op

ul
at

io
n 

G
ro

w
th

 R
at

e,
 %

 p
.a

. 2
00

5-
20

10

-2

-1

0

1

2

3

4

5

Burundi

Comoros

Djibouti

Eritrea

EthiopiaKenya
Madagascar

Malawi

Mauritius

Mozambique
Rwanda

Seychelles

Somalia

South Sudan

Uganda

Zambia

Zimbabwe

Angola

Cameroon

Chad
Congo

Gabon

AlgeriaEgypt
Libya

Morocco

Sudan

Tunisia
Botswana
Lesotho

Namibia
South Africa

Swaziland

Benin
Burkina Faso

Cape Verde

Cote dIvoire

Gambia

GhanaGuinea

Guinea-Bissau

Liberia

Mali

Mauritania

Niger

Nigeria
Senegal

Sierra Leone

Togo

China

Japan

Mongolia

KazakhstanKyrgyzstan

Tajikistan

Turkmenistan
Uzbekistan

Afghanistan

Bangladesh

Bhutan

India

Maldives

Nepal

Pakistan

Sri Lanka

CambodiaIndonesia

Malaysia

Myanmar

Philippines

Singapore

Thailand

Timor-Leste

Viet Nam

Armenia

Azerbaijan
Cyprus

Georgia

Iraq
Israel

Jordan

Lebanon

Oman
Saudi Arabia

Turkey

Yemen

Belarus

Bulgaria

Czech Republic

Hungary
Poland

Romania

Slovakia

Ukraine

Denmark

Estonia

Finland

IcelandIreland

Latvia
Lithuania

Norway

Sweden

United Kingdom

Albania

Andorra

Croatia

Greece
Holy See

Italy
Malta

MontenegroPortugal

San Marino

Serbia

Slovenia

Spain

TFYR Macedonia

Austria

Belgium

France

Germany

Liechtenstein

Luxembourg

Monaco

Netherlands

Switzerland

Bahamas

Barbados

Cuba

Dominica
Grenada

Haiti

Jamaica

Saint Lucia

Belize

Costa Rica

El Salvador

Guatemala

Honduras

Mexico Nicaragua

Panama

Argentina
BrazilChile

Colombia

Ecuador

Guyana

Paraguay

Peru
Suriname

Uruguay

Canada

Australia

New Zealand

Fiji

Solomon Islands
Vanuatu

Kiribati

Nauru

Palau

Cook Islands

SamoaTonga

Tuvalu

B. Old age dependency 
and government concern about it

Government's level of concern about ageing
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Figure 1. Views of national governments on: A. their rate of population growth, and B. their 
concern about demographic ageing, compared with their actual population growth and old- 
age dependency. Overlapping country names are not intended to be legible, but to depict 
distribution of views. From United Nations Population Division (2011). 
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It is particularly concerning to see developing countries express concern about ageing, 
despite these nations having no distinct retirement age and strong workforce participation of 
older citizens (O’Neill et al. 2010). A Myanmar NGO recently claimed ‘by 2050 there will be 
a serious ageing problem in Myanmar with no economically active group to run the country.’ 
Such hyperboles are regularly reported with no attempt at verification. None balance the 
ageing challenge with gratitude for the economic stimulus and food security their rapid 
population stabilisation enables, nor herald the peaking of their population with enthusiasm. 
 
It is still possible to achieve a peak global population under nine billion, if remaining high-
fertility countries follow the example set by strong family planning nations like Thailand, 
Iran or the Maldives, and if low-fertility countries end pro-natalist policies and embrace their 
population peak and decline. The advantages of this course for global security are clear. The 
remainder of this chapter will examine the claimed costs, in terms of more rapid demographic 
ageing. 
 
Ageing is an inevitable but self-limiting feature of the demographic transition 
 
The demographic transition, from high death rates and birth rates to low death rates and birth 
rates, is the hallmark achievement of the modern era. Better quality of life both generates it 
and is enabled by it. Completion of the transition to restore population stability is an absolute 
requirement of sustainable development. Prolonging an intermediate state, with low death 
rates but high birth rates, not only leads to an unsustainable population in the longer term, but 
in the present imposes a burden of population growth rate which severely hampers economic 
development (O’Sullivan 2012). 
 
A direct consequence of demographic transition is a change in the ratios of people of 
different age. As more people live to an older age, a higher proportion of the population will 
be old. As people have fewer children, a smaller proportion of the total population will be 
children. The typical charts used by demographers, which stack the age cohorts vertically 
with the youngest at the bottom, move from a pyramid shape to a column with a tapered top. 
If the birth rate is below replacement or significant adult immigration occurs, the base may be 
narrower than the mid sections, forming a ‘coffin’ shape. The negative connotations of the 
word ‘coffin’ have been used to present this demographic profile as something to be feared. 
This fear is baseless.  
 
The proportion of people over 65 remains small in the early phases of the demographic 
transition, as it is young people who benefit most from the initial mortality reduction. If and 
when the birth rate drops, the proportion in the middle years (‘working age’) swells. This 
window of time, in which an abnormally large proportion of people are of working age, is 
referred to as the ‘demographic dividend’ of reduced fertility, as it may stimulate economic 
development if those extra adults are productively employed. Inevitably, however, the 
increase in the proportion of people over 65 begins to exceed the decrease in children, so that 
the proportion of working age declines again.  
 
Most developed countries are well into this phase. Australia, USA and Canada, due to 
sustained population growth, are only beginning to leave the nadir of dependency. 
 
But leave it they will, regardless of future population growth rates. Figure 2 depicts the 
change in old-age dependency and proportion of working age for Australia since 1960, and to 
2050 using two projections. One assumes high immigration and population growth, similar to 
that assumed in the 2010 Intergenerational Report (Australian Treasury 2010). The second 
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assumes no net immigration, generating a total population similar to that assumed in the first 
Intergenerational Report (Australian Treasury 2002), although the latter combined some 
immigration with a lower fertility rate. 
 

A. Population projections
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B. Proportion over 65 and working age
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Figure 2. A. Australia’s population since 1960 (black), and projected to 2050 under either 
high growth (light grey) or a stabilising scenario (dark grey). TFR = total fertility rate, NOM 
= net overseas migration. B. For each series, the proportion of people over 65, old-age 
dependency ratio and proportion of working age, defined both as 15–64 years and 20–69 
years. Data from Australian Bureau of Statistics, Population Projections – Australia 2006–
2100, Catalogue No. 3222.0, series 5 and 59. 
 
Figure 2 illustrates how the conventional measure of ‘old-age dependency’ exaggerates 
ageing. Instead of dividing the number over 65 by the whole population, it is divided by the 
smaller number of working age people. Meanwhile, the proportion of children declines, 
lessening the change in proportion of working age. Although ‘working age’ is traditionally 
defined as 15–64 years, the UN and developed countries accept that 20–69 better reflects 
modern reality. Using this standard, the proportion of working age only returns to the level 
experienced in the 1960s, with little difference between the two projections. 
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Importantly, the changes do not continue indefinitely, but level off. Depending on longevity 
gains, we might expect between 25% and 28% of people to be over 65 in a stable, healthy 
population. If the population were allowed to contract at 1% per annum (achievable with 
about 1.5 children per woman and no net migration) around a third of people may be over 65, 
assuming life expectancy under 90 years. Having half the population over 65, although often 
claimed in the media as imminent, is highly unlikely. This implies a life expectancy of 130 
years (twice 65), or an extremely low birth rate without immigration, or a significant exodus 
of younger people, such as some eastern European communities have recently experienced.  
 
The ‘3Ps’: GDP = Population x Participation x Productivity 
 
Population growth as a remedy for ageing was first given prominence in Australian political 
discourse following Treasury’s first Intergenerational Report in 2002 (Australian Treasury 
2002). In the subsequent years, the Howard government implemented strong measures to 
boost population growth, through a ‘baby bonus’ payment and substantial increases in 
immigration quotas and temporary work visas. The second Intergenerational Report 
(Australian Treasury, 2007) was the opportunity to sell this strategy. It adopted the 
catchphrase ‘3Ps’, stating that GDP is a product of population, participation and productivity. 
Population being the easiest of these factors for governments to influence, it was the focus of 
the greatest shifts in program settings. 
 
This move was at odds with the Productivity Commission (1996), who warned that high 
immigration was likely to make the average Australian worse off. While per capita GDP 
might be marginally increased under their assumptions, the beneficiaries would be employers 
and the immigrants themselves, not Australian wage earners or retirees who would 
experience depressed wages and increased living costs. The Productivity Commission 
acknowledged that its analysis did not include impacts on environmental services and 
amenity. Also missing from their estimation was the cost of infrastructure to provide for 
additional people. 
 
The 3Ps are built on a set of very problematic assumptions: 

1. Natural resources don’t matter. Diluting, degrading and depleting them will not affect 
productivity, wealth or wellbeing, because they are not in the model.  

2. Job seekers create jobs. The size of the economy will be proportional to the number 
of working age people. Just add people, and the market will do the rest. 

3. The three factors are independent. If the formula is interpreted to advocate boosting 
any one of these factors, it must be assumed that boosting it will not be to the 
detriment of the others. Hence it assumes that population growth will not reduce 
participation (through competition for jobs) or productivity (through competition for 
resources and markets). 

4. Growth rate costs nothing. The infrastructure, equipment and professional personnel 
that added people need will be created without penalty. The Intergenerational Reports 
contain no reference to these costs, although they far outweigh the extent to which 
population growth can moderate ageing-related costs (O’Sullivan 2012). 

 
Although it is universally acknowledged that wealth is measured per capita, the 3Ps ignores 
the fact that additional people add equally to the numerator and denominator. Hence 
population growth can only improve wellbeing if it increases participation or productivity, or 
improves wealth distribution. Interdependence of the factors is thus assumed, even though the 
formula implies their independence. We will examine the evidence for these relationships. 
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Demand and supply of labour 
 
This brings us to analysis of the second assumption, that job seekers create jobs. The 
reasoning given is that people of different ages have different levels of participation in the 
workforce, and by increasing the proportion in the key working age cohorts, we can increase 
the amount of work done and thereby the wealth of the nation and the revenue of 
government. 
 
Both Treasury, in the intergenerational reports, and the Productivity Commission, in its 2005 
report ‘Economic Implications for an Ageing Australia’ assume that the proportion of people 
working in any age group will be unaffected by the number of people looking for work. The 
Productivity Commission justifies this assumption by stating ‘Unemployed people and people 
outside the labour force are generally different from the employed in skill, motivation and 
aptitude.’ In its recently published report ‘An Ageing Australia’, the Productivity 
Commission (2013) reaffirms its belief that ‘population ageing reduces aggregate 
participation rates’ despite noting the current trends of increasing participation of older 
people in the workforce, and increasing educational attainment (associated with more 
sustained workforce participation). 
 
This conclusion frames the context of the government’s strategy. It states that the workforce 
is constrained by the supply of workers, thereby assuming that both capital and consumer 
demand are abundant to provide work for all who offer themselves. It is the basis of the 
‘blame the victim’ approach to unemployment, welfare-to-work programs and job-readiness 
training. 
 
Yet this fundamental assumption remains untested. In relation to the Productivity 
Commission’s justification, it would be surprising indeed if employers showed no selectivity 
in terms of skills, motivation and aptitude, leaving those of equal employability on the shelf.  
 
The real world experiment 
 
The easiest way to test whether labour supply is limiting economic activity would be to 
compare levels of employment in comparable countries with differing levels of ageing. If a 
falling proportion of people of ‘working age’ correlates with a falling proportion of the total 
population in employment, this would support the conclusion that the supply of workers is a 
limiting factor. If there is no such trend, it implies that the supply of jobs is limiting.  
 
Luckily we have just such an experiment playing out in the real world. Japan and Germany 
have almost twice the old-age dependency ratios as Australia, USA and Canada – the most 
youthful developed nations. Other comparably wealthy countries lie between.  
 
Figure 3 A shows that the proportion of the total population that is employed varies little 
among these nations, and does not fall with demographic ageing. If we further take account 
of the different proportion of part-time work in each country, the number of full-time 
equivalent jobs per head of population is even more uniform. Spijker and MacInnes (2013) 
further note that the proportion of the total UK population employed has barely changed in 
the past 60 years, although ‘old-age dependency’ has increased by half. The robustness of the 
proportion of people employed across demographically different nations suggests that 
employment is more limited by demand for labour than by its supply. 
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A. Proportion of population employed
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C. Proportion of income received by poorest quintile
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Figure 3. The Real World experiment: A. The proportion of total population employed 
(black), and the proportion of full-time-equivalent employment (grey), compared with the 
old-age dependency ratio for a range of wealthy countries. B. The relationship between 
growth in gross national income per capita and population growth rate, for the same nations. 
C. The relationship between old-age dependency and income share of the poorest quintile of 
the population. Data from World Bank (2013). 
 
The relationship between population growth rate and growth in gross national income per 
capita shows equally little trend (Figure 3 B). This offers no evidence that population growth 
improves productivity. 
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Perhaps more important than average income per capita, income inequality is a crucial 
determinant of societal well-being. A widely acclaimed study by Wilkinson and Pickett 
(2009) demonstrated that income inequality in developed nations is strongly correlated with 
worse physical health, mental health, drug abuse, education, imprisonment, obesity, social 
mobility, trust and community life, violence, teenage pregnancies, and child well-being. 
Figure 3 C shows a clear trend: the most youthful nations have the poorest poor. A similar 
trend is found using the GINI index of income inequality. 
 
This is to be expected with an oversupplied labour market, and provides additional evidence 
of the extent of labour oversupply. As the Productivity Commission (2011, p. 7) stated, 
‘Because immigration makes labour more abundant relative to the existing stock of capital 
and land, it tends to increase the returns to the latter at the expense of labour.’ In addition to 
depressed wages, youthful societies suffer elevated unemployment and underemployment, 
and high cost of living due to high housing and utility costs and poor infrastructure provision.  
 
How will we afford the pensions? 
 
If the proportion of people without work does not increase with ageing, the burden of social 
transfers is unlikely to increase much either. Extra old-age pensions would replace 
unemployment benefits or disability pensions along with a proportion of family payments, 
with the benefit that fewer working-age people are excluded from the workforce. 
 
Many nations have already responded to ageing by scheduling increases in the pension age. 
However, even this measure is unnecessary if labour markets are oversupplied. Unless the 
proportion of people employed actually begins to shrink, forcing people to delay retirement 
only prevents a younger person from getting a job. Even if employment were to shrink as a 
result of ageing, this may represent an increase in productivity, age-specific income and 
societal wellbeing as the least necessary and rewarding jobs are shed. 
 
Health care is a growth industry 
 
Most increase in health costs is due to changing treatment technologies and expectations 
(Productivity Commission, 2013). An ageing population certainly has an increasing need for 
health care, but it accounts for little of the recent escalation in health spending. 
 
The cost of health care does not increase in proportion to the number of retirees. Zweifel et 
al. (2004) demonstrated that most cost is related to proximity to death, rather than to age. 
Sanderson and Sherbov (2010) found that the proportion of people with less than 15 years of 
life expectancy is projected to increase at about half the rate of old-age dependency. The 
proportion of adults with disability increases even less (Figure 4). 
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Figure 4. Alternative measures of ageing, comparing the change in ratio of the adult 
population aged 65 and over to that having a life expectancy less than 15 years, and the ratio 
of adults having a disability. While ‘old-age dependency’ will increase rapidly in coming 
decades, the proximity to death (relevant to health care burden) and disability (relevant to 
residential care burden) increase to a far smaller extent. Data from Sanderson and Sherbov 
(2010). 
 
However, death rate will increase with ageing, and with it the total health care bill. Our 
current historically low death rate is another temporary anomaly of the demographic 
transition. Future death rates will still be lower than at most former times, since longevity is 
increased. In a stable population, the percentage of people who die each year would be 100 
divided by the life expectancy at birth. We can expect the death rate to roughly double to 
around 1.15% per year, as we complete the demographic transition. We should therefore plan 
to roughly double the number of hospital beds per capita. 
 
There is an obvious cost associated with increasing capacity of hospitals and medical centres. 
However, the rate of hospital construction will be lower if population is allowed to stabilise 
than if it is growing strongly. A stabilising but ageing Australia will need around 1480 
additional hospital beds per year to match capacity to the death rate. However, if our 
population grows at 1.4% per annum, we would need 1660 new beds per year. The extra 180 
beds would cost around half a billion dollars per year. 
 
Double standards abound in the economic treatment of ageing and population growth. 
Growth in health and aged care sectors is presented in public discourse as a burden to society, 
while construction of houses and infrastructure to cater for population growth is presented as 
valuable economic stimulus. Construction doesn’t improve the quality of life of existing 
residents who are already housed. Indeed, the extra public infrastructure costs them dearly 
through taxes, utility charges, rates and tolls, and the extra demand for land increases the 
mortgage and rent burden for all.  
 
In many ways, growth in the health industry is preferable to growth in the construction 
industry. It provides regular, secure and safe work which can be sustained until retirement. 
Much work in construction is short term and of a physical nature which forces early 
retirement or career shift of many tradespeople. Health services improve the quality of life for 
existing residents, without destroying natural amenity. Far more energy and non-renewable 
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resources are consumed per dollar spent in the construction sector. Thus a shift in economic 
contribution from construction to health industries would lower the environmental impact of 
the economy. 
 
Depopulation dividends 
 
Those countries which have stabilised and become old are beginning to realise that the 
benefits may outweigh the negatives.  
 
Kluge et al. (2013) proposed that an older and shrinking population may be: 
• Smarter: a greater proportion of people with higher education and experience. 
• Cleaner: fewer greenhouse gases, as older people have lower consumption and there 

would be fewer people in total. 
• Richer: inheritance would be concentrated to fewer recipients, rather than dissipated 

among many. 
• Healthier: a greater proportion of life spent in wellness. 
• Happier: leisure would constitute a greater proportion of the life cycle. The stresses of 

job insecurity and ever-increasing congestion and cost of living would also be alleviated. 
 
When these benefits are weighed against the modest or unsubstantiated costs of ageing, it is 
difficult to see why nations are choosing to sustain population growth to avert ageing. 
 
The ageing crisis we are choosing 
 
By far the greatest threats to economic security for the aged are housing inflation and the 
casualisation of work. These products of excessive population growth prevent the current 
generation of young adults from saving for retirement. A large proportion of lifetime earnings 
will be spent paying a mortgage, unless they remain renters suffering ever escalating costs of 
housing. The latter in particular will face a precarious retirement. The increasing proportion 
of casual and part time work limits superannuation and access to credit. It parallels a shift in 
the burden of job training from employers to employees, with an ever greater investment 
needed to gain qualifications, which are often less necessary for performing the job than for 
securing it. The frequency with which people change jobs has also increased, with many 
experiencing multiple periods of unemployment and costly location moves, eating into 
savings.  
 
This is a generational time-bomb imposed by current population growth.  
 
In contrast, in stable populations like Germany, people retire with considerable savings, have 
modest living costs and give more to the next generation than they receive from them. 
Undiluted inheritance provides significant economic security for each new generation. Public 
investment steadily increases the standard of infrastructure, once relieved of the burden of 
expanding its capacity. Retirees’ patronage of the arts, local tourism and recreational facilities 
increases the availability of these diversions for working-age people, whose own less 
frequent patronage would be insufficient to support the density and variety on offer. This 
vibrancy of a stable population is inclusive and focused on quality of experience. In contrast, 
the vibrancy so often associated with a rapidly growing population is characterised by 
crowded market places with more sellers than buyers, where recreation is something reserved 
for elites and foreign tourists. 
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Just another Millennium Bug?  
 
In the final years of the twentieth century, fear spread that the turn of the millennium would 
throw computer date systems into confusion, bringing global financial transactions and other 
services to a crashing halt. Costly measures were taken to avert this danger, despite more 
considered advice that the fears were largely unfounded. Like the Millennium Bug, the 
trigger conditions for the ‘ageing crisis’ are inevitably reached. Like the Millennium Bug, the 
dire consequences simply fail to materialise. But where the measures taken to avoid the 
Millennium Bug were harmless, those taken to avoid ageing are daily diminishing the global 
prospects of achieving food security, climate stability and an end to extreme poverty. 
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