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ertility ratesin most industrial societieshave

been falling for many decades. At the same
time life expectancy has increased with the result
that the average age of the population has risen.
The number of childrenisgradualy faling relative
to the number of older persons. The greying of
affluent societies has lead to fears that there will
not be enough individual s of working ageto support
the increasing numbers of elderly and at first
glance these fears appear justified. Opinions ex-
pressing fear of an ageing society have received
wide coverage @ and some express fear quite
forcibly, predicting * catastrophic economic and
social consequences.’® Publications expressing
the opposite view have been fewer.®

However a closer examination of the ‘ costs' and
‘benefits’ of differing age cohorts reveals that fear
haslittle foundation and that theimplications of an
ageing population are not necessarily adverse. The
debate has been described as a ‘ phoney war’. @
This article examines recent Australian research

relevant to the ageing of our population and con-
cludes that fear is unnecessary

AGEINGISARELATIVELY SLOW
SOCIAL TREND

hile the increasing average age of Aust-

raliansis atrend of which we should be
aware and for which we should plan, itisaslow
change relative to many others. Over the last half
century the proportion of Australians aged under
fifteen has shrunk from 24 per cent to 20 per cent,
while the proportion aged over 65 has grown from
8 per cent to 12 percent. Our society has coped
with thisslow change and it should continueto
cope over the next half century during which the
proportion of youth is expected to fall to 16 per
cent and that of the elderly grow to 24 per cent.®

The slow ageing of our society can be compared to
other more rapid changes such as the following.
Between 1966 and 1992 part-time employment
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Many important socia changes have exceeded in speed and sizethe gentlefal inthe number of young
andtheequally gentleriseinthe number of those over 65.




almost quadrupled.® The number of motor ve-
hicles (excluding motor cycles) registered per 1000
of populationrosefrom 15in1921t0 170in 1951 to
606 in 1995. ™ The Vietnamese born populationin
the NSW Local Government Area of Bankstown
increased 38 per cent between 1991 and 1996.
The number of international visitorsto Australia
increased at an average of 25 per cent between
1984 and 1988.® The incidence of long term un-
employment among the unemployed rose from
about 1 per cent in 1974 to about 35 per cent in
1993.49 The proportion of marriages lasting less
than five years rose from 7.9 per cent in 1966 to
21.3 per cent in 1991.4Y The proportion of over-
seas born Australians born in the UK and Ireland
dropped from 79 per cent in 1901 to 29 per cent in
1995.(12

Australian society and economy absorbed the ab-
ove rapid changes as they did the slow increase in
the average age and there is no evidence to sug-
gest that they will not continue to absorb changesin
our age structure.

It isalso worth noting that Australiaremains arel-
atively young country compared with some others.
In 1996 the percentage of the population over 65
was — Australia 12, Sweden 17.1, Italy and
Greece 16.4. Sweden, Italy and Greece are on
average older than Australia but they do not suffer
socialy or economicaly asaresult. (These nations
could be contrasted with ‘young’ countrieswith
fewer then 5 per cent over 65 years — for ex-
ample Indonesia, Papua New Guinea and Mal ay-
sia. Therelative youth of these nations does not
result in obvious benefits)
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Some commentators are concerned about potential
growth in the cohorts over 85 years and indeed, if
by the end of the twenty-first century 10 per cent
of our population were aged over 90, this may be of
concern. However the situation will develop slow-
ly, may prove no more of aproblem than ageing to

date, and may never eventuate.
HEALTH COSTSOF THE AGED

Graphs of health costs per capita for different
age cohorts show that these costs rise as we
reach an advanced age. It istherefore entirely
plausibleto concludethat if the proportion of older
persons increases then national health costs will
rise. Surprisingly, thisisnot necessarily so. Re-
searchers describe the reasons most el oquently.

McCallum and Geiselhart @4 note that *...costs
have more to do with time from death than with
timefrom birth. Thus population ageing has minor
cost implications because it shifts the high cost
periods to later ages without increasing the years
over which high costs are incurred.” They also
refer to a study of health cost increasesin 20
countries found to be attributable to rising per cap-
itaincome, technological changes and other trend
variables which affect people of al ages and can-
not be attributed to ageing. The Australian Bureau
of Statistics (ABS) states that the ‘period of life for
which older people make the most intensive use of
health care resources, i.e. the two years preceding
death, isnot expected to widen significantly in the
future’.®® Richardson and Robertson®® did an an-
alysisof health expendituresin member countries
of the OECD™” and found that ‘ age cannot be re-
garded as a significant determinant of national
health expenditures. Large differencesin demo-
graphic structure are consistent with little or no
difference in health expenditures per capita.’
‘However predicting health care costsis difficult,
partly because they are driven primarily by non-
age-related factors. Depending on the assumptions
made, it is possible for health expenditureto rise or
fall as a proportion of GDP’ 9

In summary, per capita health costs are not high
because of ageitself. Happily, most Australians
reach an advanced age, but only those within two
or three years of death are likely to be expensivein
terms of health costs. Thus the average health
costs of older cohortsis high because of the high
proportion of those who have reached those ex-
pensiveyears. Livinglonger will not necessarily
increase overall health costs, particularly asa
proportion of Gross Domestic Product (GDP).*9

THE AGE BASED DEPENDENCY RATIO

hisratio is based on the assumption that
everyone between 15 and 64 is employed,



paying taxes and assisting in the support of the nat-
ion’s dependents, the | atter being everyone aged O-
14 and everyone over 64. Over the next few de-
cades in Australia the increase in the number of -
derly will be greater than the decrease in the num-
ber of children thus leading from a dependency
ratio of 50 per cent in 1995 to one of 67 per cent in
2051.29 |n other words, there are now only half as
many dependents as people of working age, but this
will increase to two-thirds over the next half cent-
ury. Thusfears are expressed that the nation will
suffer from the increased burden. However this
ratio paints a somewhat misleading picture, for the
following three reasons.

The age based dependency ratio isinaccurate in
equating the degree of dependency of all the ‘de-
pendent’ age cohorts. For example, a seventy year
old may own and maintain adwelling, own and
drive acar, do his/her own shopping and cooking,
assist inthefamily business, mind the grandchild-
ren, and volunteer in community activities. Indeed,
if theretireeis self funded it is hard to see on
whom or for what (s)heis ‘dependent’, yet that is
how (s)heis statistically classified. By contrast,
small children rely on othersfor al their needs, and
this reliance fades very slowly over time. Itisnot
accurate to equate the total dependence of atodd-
ler with that of a healthy older person

In modern Australian society it isincorrect to as-
sume that al persons are independent after their
fifteenth birthday. Infact, children aged between
15 and 17 years cost their parents more than do
younger children — in some cases more than $400
per week.®Y Some of these costs can continue be-
yond the teenage years — in 1994 47 per cent of
youth aged between 15 and 24 lived rent free,®
and in 1996 almost half of those aged 20 - 24 and
12 per cent aged 25 to 34 still lived with parents.®®
Over the last decade only about 45 per cent of the
15-19 age cohort were employed at any time, and
of those the majority worked part time.?? Time
spent on domestic activities such as cleaning and
home maintenanceis|ow up to age 24, suggesting
the this age group relies to a degree on older gener-
ationsfor these chores. Similarly, time devoted to
‘voluntary work and care’ remains low up to age
34, indicating that the volunteers on whom the
community depends are older persons. On aver-
age, between the ages of 15 to 24, Australians
spend two thirds as much time on education as on
employment related activities.?® So it appears that
the youth of Australia often depend on the older
generation for various types of support until they

are in their twenties and the age based dependency
ratio misleads by assuming full independenceis
normal at age 15.

The third midleading aspect of the age based de-
pendency ratio is the assumption that everyone be-
tween the ages of 15 and 64 is ‘economically act-
ive', whereas in fact many in this age group are not
working duetoillnessor disability, child carere-
sponsibilities, difficulty infinding work or early re-
tirement. 1n 1995 onefifth of persons of working
age were dependent on welfare benefits.?? In
1998 only 52 per cent of persons aged 15-44 were
in full time work and the percentage risesto only
58 per cent (ages 45-54) before falling with in-
creasing age.®® In the same year nearly 15 per
cent of those aged 0-64 suffered a disability.® It
isthus misleading to classify everyone aged 15-64
aseconomically active.

THEEMPLOYMENT BASED
DEPENDENCY RATIO

nother way of examining dependency ratiosis

to divide the number who are employed into
the number who are not. 1n 1998 there were 6.4
million Australiansin full time employment.®® Ina
population of nearly 19 millionsthis meansthat
each worker was supporting two dependents (a de-
pendency ratio of 200 per cent). If the 2.2 million
in part time employment are added, the total em-
ployedis8.6 millions, still leaving more dependents
than workers (ratio about 150 per cent). These are
the crude but actua ratios of ‘economically active’
Australiansin 1998 rel ative to the numbers who are
not employed. These ratios are far ‘worse’ than
even the most gloomy projection of the aged based
ratio, yet Australian society and economy does not
collapse under the burden. Other, far more sophist-
icated measurements give lower ratios.®? (It
should be noted that none of these dependency
ratios take account of the huge social and econ-
omic contribution of voluntary activity.)

Itis plausible to argue that as the population ages
the proportion who are economically activewill fall
but this too does not stand up to scrutiny. Mc-
Donald and Kippen©® have projected the pro-
portion of Australiansin the labour force over the
next fifty years and find that the proportion chang-
esvery little and never becomes less favourable
than the present. Other researchers® note that
the empl oyment/population ratio may bevery high
during the years up to 2021 and that therefore
unemployment may be aproblem.



Thusfears that there will be insufficient workersto
support Australiain the future appear unfounded,
and we should not be concerned about the greying
of the population on these grounds.

THE COST OF CHILD DEPENDENCY

he risein the number of older personsis

accompanied by a decrease in the proportion
of children, and the decrease can reduce the costs
of child dependency. These costs have been stud-
ied and figures published, yet the figures do not
normally play apart in discussions of the cost of an
ageing society.

The costs of rearing small children are largely
borne by the parents in sleepl essness, loss of earn-
ings, constant attention and endless patience.
These costs are hard to quantify and are often
overlooked. Constant adult presenceis crucial for
at least the first six years of achild’slife and this
need diminishesgradually over thefollowing ten
years. Thisdemand on adult timeis hard to quant-
ify though it is a major cause of the fewer hours
females spend in employment (see below).

While many costs of child rearing are partly hidden,
studies have been made of the expenditure patterns
of Australian familieswith and without children.®¥
Thesereveal that, depending on the methodol ogy
used, parental income, age of child and number of
children, the actual family outgoings are between
$51 and $465 per week per child (1998 dollars).
Some of these costs can continue beyond the teen-
age years as outlined above.

Until recent decades loss of parental income was
not considered an important factor in the costs of
child rearing since women were not expected to
work after marriage, and if they did work their
rates of pay were usually poor. Today, however,
women are as well educated as men and have
reason to anticipate a career, and it may well be
that future studies will reveal that earnings fore-
gone, by increasingly well qualified parentswho
[imit commitment to work in order to carefor a
child, will provethe greatest expenseinvolvedin
child rearing. Already in 1988 Beggs and Chap-
man estimated that, if we assume the lost earnings
of ahighly educated woman had been invested at
seven per cent per annum, she would lose two
million dollarsover her lifetime.®> Australian
women on average spend only about half the
number of hours in the workforce at any given age

than do men®® and a major cause of thisistherole
in child rearing usually taken by women.

Government expenditure per capitaislower for
young people thanitisfor the aged but it is not
negligible. For example, in 1995-96 government
outlays on education were over 20 billions and ac-
counted for nearly 5 per cent of GDP®" |n the
same year 41 per cent of children lived in families
receiving Additional Family Payments.©®

A recent paper by Sue Richardson calculates that
in 1995-6 outlays on children were about 11 per
cent of GDP, rising to 18 per cent if foregone
mother’s earnings were included. She poses the
question: ‘Children are 25 per cent of the popul-
ation. Isaninvestment in their well-being of 21 per
cent of household disposable income and 18 per
cent of GDP, together with 10 billion hours of par-
ental time, enough? ¢

The studies mentioned above on the costs of raising
children are swamped by the literature on the cost
of the elderly. Many of the costs of childcare are
difficult to quantify and most are carried by the
parents. Thus most do not appear in government
statistics, allowing us often to overlook much of the
cost in time, energy and money required rearing a
child. Anageing populationwith fewer children
may result in an adult population devoting fewer
total resourcesto caring for dependents, contrary
to popular belief.

CHILD AND AGED DEPENDENCY NOT
EQUALLY REPORTED.

hen a person who has been vigorous and

fiercely independent finds that towards the
end of life assistance from others is needed, the
transformation can be distressing for al concerned.
Such transformations make us all acutely aware of
frailty or dependence among the aged. On the oth-
er hand we accept as natural that the human infant
is born helpless and that the hel plessness recedes
slowly over theyears. Thisfact is so well known
that when statistics are assembled it tends to be
overlooked, thus making elderly dependence even
more prominent, asthefollowing five examples
demonstrate.

Figures are published for the number of elderly
persons who suffer from incontinence®® but not
for the percentage of O -2 years olds who have the
same problem and need assistance in coping. We
al know that babies wear nappies and heed some-



one to change and wash them and that the relevant
percentages would be 100. However thisdrain on
theenergies of theadult populationisnot noted. The
proportion of elderly people (fewer than 8 per cent)
who livein ‘ cared accommodation where meals
(are) provided’ isknown.“Y Almost unnoticed is
thefact that all children livein accommodation
where meals are provided, and that this service
may continue into teenage years and beyond. Art-
icleswithtitlessuch as* Community services: long
term care at home? “2 are written regarding the
disabled and the elderly, and we are so accustomed
to the fact that al children need ‘long term care at
home' that we almost overlook this aspect of child
dependency. Volumes are published about adults,
including the el derly, who require assistance with
accommaodation, transport, communication, wash-
ing, eating and home maintenance.*® However all
children need assistance with all these things for at
least five years and may receive help with some of
them, such as accommodation or transport (Dad,
can | have the car tonight?) for as long as a quarter
of acentury (see above). A publication notes that
childcare for the O - 4 cohort is frequently fewer
than 5 hours per week,®¥ but does not note that
these children need the constant presence of an
adult for the other 163 hours per week, thus potent-
ially undervaluing the dependence of the young.

Thisdisparity of reporting of dependency at the be-
ginning and end of our lives may be one of the
causes of fear of an ageing society. Warnings ab-
out possible increasesin the needs of the elderly
are frequent, yet a corresponding decrease in the
needs of the young is barely noticed.

GOVERNMENT EXPENDITURE

overnment social outlays per capitain 1997

were approximately $5,600 for ages 0-15,
falling to $2,500 for ages 40-49 and rising to
$20,000 for those over 75.49 Such figures lead to
understandable alarm at the prospect of increasing
numbers of elderly, asit appears that governments
will be unableto carry the costs. Surprisingly, over
the last few years, despite the ageing of the popul-
ation, the cost burden for Australian governments
has not increased as might have been expected.

Between 1981 and 1996 government expenditure
on older Australians remained unchanged at 5.1 per
cent of GDP despite the relatively rapid ageing of
the population. Over the same period, as a proport-
ion of total outlayson health, welfare and socia
security, expenditure on older Australiansdeclined

from 43 per cent to 33 per cent.“® Thus an ageing
population has not proved amore expensive one.
The explanation for thissurprising result liesin the
number of factorsimpinging on the economy and
government expenditure, compared to which the
effect of an ageing population isrelatively small —
smaller, for example, than the vagaries of the bus-
inesscycle. (Itisworth noting here that in 1996-
97, of thetotal value of Commonwesalth income
support payments, only one-third was spent on age
pensions.“?) The word ‘pensioner’ is often used
amost asasynonym for ‘older person’ but thisis
not an accurate usage.)

50
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It is probable that retireesin the future will be
healthier, wealthier and better educated than in the
past and that this too will reduce the burden on
governments. Various factors could be relevant
such as later retirement age, more retirees contin-
uing to work part time, ahigher proportion of self
funded retirees and better use of assets to fund re-
tirement, all of which suggest that economic doom
as aresult of a higher average age cannot be pre-
dicted with certainty. Indeed, it has been said
‘...the output of goods and servicesisthereal driv-
er of anation’'s capacity to “afford” itsaged. No
consensus appears to have emerged in the econ-
omics profession concerning the impact of ageing
on economic growth.’ “®

WORKERSARE NEEDED, NOT MONEY

t is sometimes argued that an ageing population

needs workers, not money, in order to cope with
the needs of increasing numbers of elderly. This
fear that there will not be enough workers to cope
isimmediately plausible but does not stand up to
scrutiny.

As noted above, we are keenly aware of the plight
of an older person becoming less independent and



we thus tend to over-estimate the amount of assist-
ance required, forgetting the level of assistance we
all need at the beginning of our lives. For example,
the Home and Community Care program, funded
jointly by the Commonwealth and State govern-
ments, reports providing assistance of only about
four hours per person per month for ‘ people aged
65 and over with a profound or severe core activity
restriction’. “9 This of course may be in addition
to assistance offered by family and neighbours, but
itisanegligible demand on adult timerelativeto the
constant attention needed by small children.

For those elderly who become unable to continue to
livein their own homes and must move to a hostel
or nursing home the labour required would be much
higher, particularly in anursing home. However at
age 65 the average man can expect to spend, over
therest of hislife, only about seven monthsin such
residences, while a woman of 65 can expect to
spend under two years.®® Hostels and nursing
homesrequiretrained, caring individual s but our
average need for such residential care at the end of
our lives, and the resultant drain on the energy of
carers, isnot nearly aslong or demanding as our
need when we are children.

Thus as the number of children in asociety drops
and the number of elderly increases, it is probable
that the total time the society must spend caring for
dependentswill drop, and labour may actually be
released for productive work.

DWINDLING POPULATION NUMBERS

A n older society is associated with slower
growth of population size or with declining
numbers. If fertility isbelow replacement level

(2.1 children per woman) each generation will be
smaller than its predecessor and if fertility remains
low the population will eventually disappear, evenif
this takes several centuries. Since most people are
attached to the ethnic and cultural features of their
own community they do not welcomethe possibility
that the community may become extinct. However
the current global human popul ation of six billions
and more may proveto be abrief blip in history.
Humans achieved their first billion only inthe
nineteenth century and the popul ation growth rate
since then has been extraordinary. If numbersin
every nation were to fall to one-sixth their present
sizethen thiswould return the global populationto
historic norms. Since at expected fertility ratesit
would take centuries, rather than decades, to re-
duce numbers by afactor of six thereis plenty of

timetointroducefamily-friendly public policy if
fertility rates do not rise during this period.®?

ADVANTAGESOF ANOLDER
POPULATION

e are so busy fearing an older population that
werarely stop to consider possible benefits,
three of which are outlined here.

Older persons, having raised their families and per-
haps having established a reasonable financial base
for themselves, often have time to offer for the
benefit of family and the community. Suchtime
addsgreatly to community well-being, if not to
GDP. Time devoted to voluntary work and careis
low among the under 35s and is at its height within
the age groups over 55. Time devoted to maintain-
ing the home continuesrising to at least age 70,
suggesting the young tend to rely on the older gen-
eration for much cleaning and maintenance.®?
(The dternative explanation, that the young are
slovenly and the old are slow, isnot entirely
supported by the statistics.) The value of such un-
paid work should not be underestimated. It has
been calculated that of the $36 billions of total wel-
fareserviceprovisionin 1997-98, nearly $25 billion
was unpaid.®® Other research puts the ‘value of
household and community work’ in Australiain
1996 at $155 hillion.®» Those over 55 who arein-
volved in child care spend more than half as much
time in the average day on this activity as do those
aged 25 - 34, the peak period in life for this act-
ivity,®® indicating theimportance of the grandpar-
ental generationinfamily life. Indeed, in 1997,
grandparents provided 68 per cent of all informal
childcarein Australia.®® In summary, the over 55's
may spend lesstimein paid employment than their
younger compatriots, but that does not necessarily
mean they are aburden. Activity is not worthless
just becauseit is unpaid and larger numbers of old-
er persons should increase time given to voluntary
activities. (Itisprobable, too, that these activities
could become more ‘valuable' in the future as bet-
ter educated cohorts reach retirement age. Volunt-
eers, as indeed they do now, may offer legal, ac-
counting, computer or other expensive skillsfreely
to family or voluntary organisations).

Studies of elderly dependence usually concentrate
on public expenditure, ignoring private transfers,
and this results in concern over the costs of an age-
ing society. A fuller examinationwhichincludes
private transfers of time and money could paint a
very different picture. In Australiaolder people do



not become net receivers of private transfers of
either time or money until over the age of 75.7 In
other words, assistance within the family on aver-
age goes down the generations, not up, until the age
of 75. The elderly take their time becoming a burd-
entotheir children! Families could well be better
off with aslightly higher proportion of elderly and
dightly fewer children.

Thethird potential advantage of an older population
arises from the per capita benefits of a population
whichisnolonger growing. Withinthefamily, hav-
ing fewer children increases parental earning cap-
acity and can enable those parents to reach retire-
ment age with better financial security. In later
years their (fewer) children should receive an ade-
guate inheritance, assisting them in turn to achieve
acomfortable retirement. Given reasonable levels
of prudence, individual financia security should
increase through the generations. On the national
scale productive effort is not constantly required to
build ever more infrastructure to meet the needs of
an expanding population, and per capita share of
resources is not constantly eroded. With stationary
population numbers GDP may not grow as fast but
quality of life and GDP per capitamay well in-
crease.

SUMMARY AND CONCLUSION

The average age of Australiansis gradualy in-
creasing and this fact leads to fears that the nation
will suffer from the ‘burden’ of too many elderly
people. Thefear issuperficially reasonable but
when the facts are examined it proves largely un-
founded. Indeed, it is possible that asociety with a
higher average age may be better off than one with
alarger proportion of young people.

The erroneous fear stems partly from the relative
blindness of our society to the costs of rearing
children. Despite published figures we take for
granted, and largely overlook, the amount of time,
effort and resources needed to bring the human
infant to effective adulthood and independence, a
process which may take a quarter of a century.
Research aready indicates that raising children
may absorb 18 percent of GDP, and a future study
of thefull costs of child rearing in the twenty-first
century, including foregone earnings of a parent
who may be highly qualified, islikely to show that
we are all far more expensive at the beginning of
our lives than we are at the end.

By contrast, our society is acutely aware of the
costs of the elderly and we tend to overlook the
benefits, partly because those benefitsfall largely
outside the sphere of conventional economics. Up
to age 75 older people are net givers of time and
money to family and community but because these
transfers do not appear in public accounts they are
overlooked and to a degree unknown. A realistic
assessment of the value of unpaid work of al kinds
and of private support passing down generations
may paint avery different picture of the ‘cost’ of
an ageing population.

Cdllsfor action to ‘avert the ageing crisis’ gener-
aly involve measures to increase the size of the
Australian population. That population may already
be above sustainable size and any increase could
present future generations with serious problems.
Population increase should not be proposed in order
toaverta‘crisis whichislargely anillusion.
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