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INTRODUCTION

The influence of demographic factors on the development of social
security in the highly industrialised countries—especially the European
ones—or at any rate the way this influence is viewed by public opinion
and by specialised circles, is becoming more apparent and increasingly
significant as time passes. This is especially the case since almost all
European countries must be prepared from now on to cope with the
repercussions of the unprecedented concurrence of two trends. First, the
population of Europe is ageing, in so far as the proportion of older
people—whatever the definition applied—is growing steadily and, in
many cases, spectacularly. Second, there is a drop (often a steady one) in
the birth rates of these same countries, at least in most of them, and
usually it is no longer possible to take remedial steps. In the past these
steps consisted either of stringent measures to tombat infant mortality—
which is now extremely low in many countries—or of massive recourse to
foreign immigration—which is no longer feasible in many countries
because of the persistent economic stagnation and unemployment now
affecting a large proportion of national workers. This combination of
adverse factors cannot fail to raise doubts as to the very future of the
social security schemes developed over the years in Europe, the level of
which, in terms of the coverage provided and the population protected, is
higher than it has ever been.

Protection against the contingency of old age, in other words the
guaranteeing of an income to workers too old to continue participating
in the production process, is one of the pillars of these schemes. It is
- based, sometimes implicitly but often explicitly, on what may be
described as a “‘solidarity contract” between generations; those gainfully
employed today contribute, from their wages or socialised production,
enough to énsure that their elders can maintain a decent standard of
living, in the hope or—until recently at least—in the conviction that they
will be treated in the same way when it is their turn to stop working.

However, this solidarity contract is based upon an assumption which
is simplicity itself: a system of this kind can succeed only so long as there
is a sufficient number of contributors, i.e. members of the active
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population who can produce enough to provide for the needs of the
“beneficiaries”, the retired persons and pensioners.

Consequently, the combined effect of the rapid ageing of the popu-
lation, the slowing down of economic growth in certain countries and the
generally large deductions made from national incomes for social
security coverage in Europe could not fail to provoke an in-depth
discussion on the very future of retirement pensions. This book is the
ILO’s contribution to that debate.

In the health field, the increasing ageing of European populations is
also giving rise to certain changes, and even the questioning of certain
basic assumptions. Health care schemes—including those run within the
framework of social security, of which there are many in Europe—are
being confronted with two major challenges: the first, which is discussed
more often but is perhaps not so worrying, at least in the long term, is the
problem of how to cope with the excessive costs and structural changes
required within the health system to meet the needs created by the
increase in the proportion of older persons; the second, to which it is
undoubtedly more pressing to find an appropriate solution for the future,
is the problem of gauging if, how and to what extent health systems and
European societies, faced with the chronological ageing of their popu-
lations, can slow down the corresponding physiological process in
individuals so that they may retain the productive capacities required at
least to maintain the level of material and social well-being, whether
collective or individual, attained through years of effort.

Finally, there is another aspect that is vital for the demographic
future of Europe and, consequently, for its economic and social future:
there must be an understanding of the reasons why fertility rates or, to
putitin less technical terms, births, have been declining so much in recent
years. It is therefore relevant to have a good grasp of this almost
universal phenomenon, in order to outline a family policy capable of
reversing or, failing that, at least of slowing down this trend and
determining the role that social security might and should play in this
context.

These are basic questions and no country can, at the present time,
dispute their validity.

The aim of the International Labour Office in publishing this study?
is, then, to take stock of the present relationship between demographic
developments and social security.

It begins by providing some statistical data regarding demographic
changes in European countries, with emphasis on major population
trends and inter-country variations (Chapter 1). The figures are taken
from the latest available demographic studies and population pro-
jections, and the analysis takes into account not only the nature and
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possible future extent of the ageing process in the populations under
study, but also expected developments with regard to the age groups
covering children and young people. Clearly, it is extremely important to
be able to estimate the needs of the younger generations and, if necessary,
to re-examine the links between family policies and demographic devel-
opments in the light of these estimates.

The study continues with an analysis of the three separate aspects of
the relationship between population changes and social security already
mentioned in this introduction, namely:

(a) social security measures designed to support and strengthen the
family, taking into account expected demographic changes;

(b) income maintenance for the elderly, in particular through pension
schemes, taking into consideration the increasing number of pen-
sioners in relation to the working population in employment;

(c) the increasing cost of medical care, resulting from the ageing of the
population, financed by social security schemes.

Thus, Chapter 2 considers the role of social security benefits in family
policies, on the basis of current demographic statistics and projections up
to the year 2000. It first points out that changes in the age structure of
populations in European countries have been accompanied by a radical
change in traditional family structures and, above all, in family life-
styles. The family is less permanent and stable than it used to be and, with
the number of children per family steadily declining (apart from a few
rare exceptions), it is necessary to take a closer look at the very purposes
of the family benefits granted by social security systems, either under
the provisions of comprehensive legislation or through means-tested
schemes.

In doing this, the study describes recent trends in Europe in this
branch of social security, first noting that in most countries the share of
family benefits in the total welfare budget is falling. It examines the
reasons for this relative decline which, after all, has not come about by
chance: it reflects either a change in the priorities assigned to the various
functions of social security or a deliberate reaction on the part of
governments and, in some cases, of employers’ and workers’ represen-
tatives when confronted with a particularly unfavourable economic
situation. The study then points out that some legislations are moving
towards greater selectivity in the granting of benefits, in that they target
the subpopulations whose claims on resources would appear to be more
clearly justified than those of other groups (deprived families, households
under strain, etc.), although this trend is by no means universal.

Chapter 3 is first and foremost a reflection on the future of pension
systems. In examining the prospects at country level, it endeavours to
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assess the weight to be accorded to the ‘“demographic component’ as one
of the factors likely to have an impact on financing and on future trends
in the cost of pension schemes—a subject which in many countries is
arousing considerable misgiving. It then shows the ways in which the
main countries under study plan to deal with the manifold problems
posed by demographic changes when formulating their policies in favour
of the elderly. It is clear that in some cases wide-reaching reform of
national pension systems will be needed, reform which may prove
successful or which may come up against sometimes insuperable ob-
stacles. The situation in other countries, whose social security systems
are based on legislative structures that are less vulnerable to the impact of
the expected demographic developments, calls for a less sweeping
approach: this is already under way in some countries. These analyses
describe the manner in which governments are working to reconcile the
sometimes diverging preferences of the social partners. They also attempt
to show how much room for manoeuvre governments actually have,
limited as they are, on the one hand, by the constraints of past policies
and the rigidity of current systems and, on the other, by economic
necessities which it would be a mistake to underestimate.

Using the background data already provided, and as a corollary to
the study of policy options in the maintenance of old persons’ incomes,
Chapter 4 examines the problems encountered in providing health care
for the elderly. These problems are, of course, by no means new, as regards
either the effectiveness of care or the financial implications for health
insurance schemes and national health services. Unfortunately, however,
they are growing in gravity as longevity increases and the cost of medical
treatment rises steadily—for obvious reasons. This chapter endeavours
to assess the latest trends in the European countries which are particu-
larly attentive to these problems. This has made it necessary, at the
. analytical stage, to go beyond the purely technical or financial aspects of
the matter, in so far as the answers to the questions raised may depend on
the position adopted by those who in their own countries are responsible
for safeguarding the standards of medical ethics—or simply ethics in
general.

Lastly, a brief conclusion sums up the main ways in which demo-
graphic constraints may in the coming years influence the development of
systems of social protection in Europe. In so doing, it suggests broad
guide-lines for possible further reflection on a subject which, without
doubt, will remain one of the foremost concerns of social policy-makers
and, of course, of the social partners.

In conclusion, it should be pointed out that it would not have been
possible to complete the study without the invaluable assistance of such
eminent European experts as:
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— Mr. Paul Paillat, former Head of the Department of Social De-
mography, Institut national d’Etudes démographiques, France
(population trends);

— Mr. David Piachaud, Professor in the Department of Social Science
and Administration, London School of Economics and Political
Science, United Kingdom (family policies);

— Mrs. Simone Sandier, Director of Research, Centre de Recherche,
d’Etude et de Documentation en Economic de la Santé (CREDES),
France (health care for the elderly).

The International Labour Office wishes to express its warmest thanks
to all of them.

Note

! This study is an expanded version of 1LO: Demographic development and social security,
Report II, Fourth European Regional Conference, Geneva, September 1987.






POPULATION TRENDS IN EUROPE, 1985-2025 1

KEY FACTORS

The essence of demographic analysis has always been, and still is, to
study the key factors in population processes: birth rates, death rates and
migration. Nowadays, more work is being done on the structural effects
of population change, both the purely demographic aspects (sex and age
distribution) and the largely demographic aspects (the economically
active or potentially active population; the already retired or the
potentially retired, etc.).

At a given time, any population presents a structure which, by force
of habit, is still referred to as a pyramid, even though it has long since lost
all resemblance to the actual shape of a pyramid. The distribution on
either side of a vertical axis of the total population classified according to
age group (and possibly by other criteria such as marital status,
nationality, economic activity, etc.) has the merits of simplicity and
clarity: this should not, however, be allowed to mask the fact that it
provides a static picture at a given point in time, whereas population is
undergoing constant change as a result of fluctuations in birth rates
(fertility), death rates (mortality) and migration. What is more, historical
events (usually wars and their consequences) distort the structure to
varying degrees and, as time passes, these distortions move up the age
ladder, while changing in character.

For instance, the 1915-19 generations in countries depleted by deaths
during the First World War tended to have fewer children than the more
populous generations which came before and after them. Moreover, as
these war-depleted groups age, they cause several fluctuations in the
population structure: while there is a temporary downward trend in the
number of retired persons (1975-2000), employment problems arise
because larger generations, such as that of the economically prosperous
years after the Second World War, arrive on the labour market. It is
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unusual to find a country where the demographic curve is constant.
Much of the social security system is affected by these irregularities in the
population pyramid, and by their timing. This will be the main theme
running through this study.

Which factors should be given priority when examining the repercus-
sions of demographic development on social security systems? The
answer is sex and age. )

The sex factor should be examined first, for three major reasons:

1. There can be no reproduction, and therefore no population replace-
ment, without women. The change in women’s reproductive patterns
affects the population’s inherent and outward characteristics, since
fertility, especially in Europe, is becoming increasingly a social
phenomenon and no longer merely a random process.

2. The mortality and morbidity rates of women differ from those of men,
particularly at both ends of the life span. These discrepancies make it
necessary to undertake separate studies by sex and to use different
calculations for life expectancy: the projections are, therefore, calcu-
lated according to sex, then combined to obtain the figures for the
total population. Excess male mortality brings with it an increased
risk of isolation for women, a factor which causes major problems in
any social welfare programme for the elderly.

3. During the course of their working lives, men and women become
entitled to the same rights; however, these differ in value for women,
because most of them have had and still have an incomplete career
and consequently receive a lower pension, at least in countries
where the pension system in force is based mainly upon years of
contribution.

Age is the next factor which must be taken into consideration.

However regrettable this may be, and however much one might
envisage changing attitudes and regulations, the fact remains that age
plays an often decisive and perhaps undue role in our societies. It restricts
the granting of family allowances; it fixes the age at which we start
and finish compulsory schooling; it delays entry into working life and,
increasingly, determines the date of permanent withdrawal from the
workforce (commonly known as “‘retirement”). Age is also a factor in the
civil status of a population (minimum age at marriage), in its civic rights
(voting age) and even in its legal status (the age of criminal responsibility
may differ from that of civil liability).

From a demographic standpoint, two factors are geared to age:
fertility and mortality.

As far as fertility is concerned, changes in the proportion of women of
reproductive age have direct repercussions on the population process as a
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whole since, given a uniform reproductive pattern, the fewer the women,
the fewer the children; moreover, the physiological capacity to bear
children (fecundity) is not the same at all ages between 15 and 45.

Mortality, after the hazardous first year of life (infant mortality), is at
a minimum between 5 and 15 years of age, before becoming more marked
and finally accelerating after 50 years of age. This incidence has only to
drop in certain periods of life and not in others, or among women rather
than men, for the repercussions to be different. Thus, on the one hand,
the spectacular fall in infant mortality (from birth to the child’s first
birthday) that has occurred over the past 30 years has limited the relative
ageing of populations by increasing the proportion of children in the
whole; on the other hand, a major decline in mortality after the ages of 50
or 60 would accelerate the ageing process by increasing the proportion of
the elderly and the very old. No group of the population is independent of
the others. This example shows how useful it is to calculate changing
mortality rates in relation to an average or to other reference figures, such
as those in the other sex, preceding age groups, other social classes, other
environments (urban/rural) and so on. Such comparisons bring to light
any cases of excess mortality or differential mortality.

The study of demographic development cannot therefore be limited
to the sequence of rates of natural increase (balance of births and deaths)
or of total increase (this balance, plus the balance of migration). The
same applies to the assessment of future trends, because of chance
fluctuations in the structure of the population. Of course, only one
interpretation of these trends is given in this book.

It would be dangerous to believe that age groups are interchangeable.
Some groups present such different characteristics that this might seem
obvious; none the less, is not this type of error committed when it is
thought that workers aged 60-64 years can be replaced by jobseekers of
20-24 years of age? Similarly, it would be misleading to put persons aged
85-89 years of age in the same category as those of 65—69 years of age,
on the pretext that both groups belong to the “older population™.

No population is homogeneous: any over-generalisation of the ap-
proach to demographic problems should, therefore, be avoided, the more
so because people’s needs differ, as do the institutions and resources
available to meet those needs.

PROBLEMS RESULTING FROM DEMOGRAPHIC CHANGE

Having made these initial comments, we now examine the major
aspects of demographic development in Europe (Europe as defined by
the ILO), which are all the more significant because they affect the
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administration and financing of all the various branches of social
protection, grouped under the generic term of social security.

From East to West and from North to South, a common feature is
discernible, though it may be more pronounced in some places than in
others: all the European populations are ageing, i.e. the proportion of
elderly people is increasing, whether 60 or 65 years is taken to be the
threshold of “‘statistical old age”.

Given that the structure of the populations in question was fairly
different in the 1950s, it is only normal that the proportion of elderly
people should be dissimilar today. However, the convergence of trends is
undeniable: there is a slowing down of the ageing process in countries
which already have an old population (with more than 12 per cent of
persons aged 65 years and over in 1985), while in countries with a young
structure the process is speeding up.

This common feature is accompanied by a further characteristic:
demographic growth is stationary or almost stationary, if not actually
negative, as in the Federal Republic of Germany. Only countries with a
very young population, of which Turkey is the best example, escape from
this general rule. This “stabilisation” is itself the consequence of a drop in
fertility so steep that the number of births is now not much greater
that the number of deaths: in some cases, the latter even outnumber the
former.

At this stage, the concept of demographic ageing assumes a further
dimension. For a long time, only specialists were interested in following
the increasing levels of ageing, expressed in terms of the proportion of
elderly people in the total population. Apart from these specialists, some
were tempted to minimise the importance of the phenomenon, as long as
the level remained between 8 and 10 per cent. The same will no longer
apply tomorrow, when this level reaches 20-22 per cent, or even 20-25
per cent; by that time (which is not so far distant for some countries), the
structure as a whole will be affected, including—and this point should be
stressed—the internal composition of the working-age population
(20-59 or 20-64 years of age). In point of fact, the term “ageing” will no
longer be appropriate; it will even be misleading, because it places too
much stress on the higher part of a structure which is no longer a pyramid
but is assuming the form of a pillar. The continuous decline in fertility
has erased the base of the pyramid and the future decline in mortality
after 50 years of age will fill out its top.

The European social security systems were set up about 40 years ago,
taking into account the demographic structure prevailing at that time.
One may wonder if they will operate in the same way with the structures
one can expect to see in the next 40 years—or much sooner in countries
where the above-mentioned process is already extremely advanced.

10
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To set the stage for the discussion on possible replies to this question,
we first describe and comment upon the present situation and probable
development of the total population of countries in this part of the world.
For convenience the countries are divided into eight groups:

1. The European Economic Community (EEC)!
Northern Europe

Alpine Europe

Adriatic Europe

Mediterranean island countries

Eastern Europe

USSR

Turkey.

In the second part of this chapter, attention will be focused on ageing
within the main population groups (internal ageing).

e i

SOURCES AND METHODOLOGY

The population statistics used in this chapter are taken mainly from
two United Nations publications.?

Among the possible variants set out in the United Nations pro-
jections, the medium variant has been selected for two reasons; first, the
authors considered it to be the most plausible and, second, it is the only
one presented with all the required details (structure by sex and by
quinquennial age groups), measured at five-year intervals.

Theoretically, it would have been possible to rely on data published
nationally but, first, such data do not exist for all countries in the area
under study and, second, the time ranges covered by them do not
necessarily coincide, which is obviously an obstacle to comparative
study. The considerable volume of work carried out by the United
Nations Population Division has in fact come in for some criticism,
mainly from observers who have detected errors or who do not agree
with the hypotheses on which it is based. Some such cases will be referred
to in this study, but the fact remains that the United Nations documents
are irreplaceable, for several reasons:

— they provide, in concise form, a body of information on population
structures by age and sex, measured at five-year intervals from 1950
to 2025, the dates coinciding in all cases;

— they contain information on numerous demographic indicators, in a
medium variant (adopted here) as well as in low and high variants.

11
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These last two variants indicate the lower and upper limits within
which the populations under study are most likely to evolve;

— on condition that each single figure is not taken as infallible, the
documents constitute an extremely useful tool for determining orders
of magnitude (numbers and proportions), by showing the structural
changes expected to result from the various hypotheses.

This source of information has been improving since it was first
published in 1980, thanks to help from national statistical services which
have been invited to make any corrections they consider necessary or
useful.

As regards likely future developments, it should be remembered that
projections are neither forecasts nor predictions. All the figures are a
function of the hypotheses on which they are based, in particular those
relating to age-specific fertility, and mortality by age and sex. The
documents also make reference to the hypotheses adopted for the
migration projections, which are presented in the form of migratory
balances: for some countries this may be the weakest part, but it could
hardly be otherwise in that net migratory movements depend on political
and economic conditions which are still in the future.

In the text itself, reference is made to two classic demographic
concepts: life expectancy at birth and the total fertility rate, which it is
relevant to define here.

Life expectancy at birth (symbol e;) is the average number of years a
newborn child (of either sex) may be expected to live if the mortality rate
of the period of observation does not change. The actual average life span
of this generation will be very much longer than e, if the war against
disease and death continues to be successfully waged. This indicator is
independent of the structure by age. It does not have predictive value in
itself.

It is in the countries where the expectation of life at birth is lowest (i.e.
where the average life-span is shortest) that the greatest progress is to be
expected and hoped for, mainly as a result of a drop in infant mortality
(Portugal is a good example). In countries where life expectancy is
longest, it will be difficult to make much more headway, in that the
current levels reflect consistent and judicious use of the advantages of
economic, scientific and technical progress and of the infrastructure
provided by existing institutions and services. Here, social security has a
vital part to play.

The total fertility rate (TFR) represents the average number of
children (of either sex) that women of reproductive age will have if their
reproductive behaviour does not change. It is therefore not a predictive
indicator as such; it reflects the current fertility rate.

12
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At the rate of 2.1 children per woman, generations are renewed (at
least in Western and Northern Europe); below this rate, they are not. A
population may, however, continue growing for a certain time with a
TFR lower than 2.1, but this indicates that the population is likely to age
if the TFR does not increase in the near future and over a fairly long
period. Table 1 shows changes in this rate between 1965 and 1986 for
most European countries.

A caveat is in order here concerning the weak impact of sporadic
fluctuations. Major population trends are so slow to change that
demographers have coined the expression ‘“‘population inertia”. Minor
fluctations in indicators that do not last longer than two years are
without significance: in fact, it would be abnormal if such fluctuations did
not occur, given the irregularities in population structures. Suppose that
in one of the countries under study there were to be a marked rise in
fertility. It would be a very long time before this had any noticeable effect
on the age structure even though, long before this happened, absolute
population numbers would begin to differ from those appearing in earlier
projections: this is because proportions and ratios are resistant to change
(except in the case of migratory movements). As far as can be seen, a
continuing ageing of European populations is a much more plausible
hypothesis than an increase in the proportion of young people or even a
halt to the ageing process.

PRESENT SITUATION AND PROBABLE DEVELOPMENTS,
BY AREA

The first part of this section is essentially a statistical exercise based
on the figures contained in tables A.1 and A.2, included in the statistical
appendix to this volume.

Present situation (1975-85)

In 1985 there were about 541 million inhabitants in Europe (excluding
the USSR), of whom 321 million (59.3 per cent) lived within the
boundaries of the European Economic Community (EEC); this propor-
tion, however, was even higher among those of 65 years of age or over (67
per cent). :

Alongside Europe proper lies the USSR, whose most populous areas
are, of course, situated in Europe, but whose eastern boundaries stretch
as far as the Pacific Ocean. In 1979 there were just over 278 million people
living in the USSR, one feature of this population being its comparative
and no doubt temporary youthfulness—only 9.3 per cent were over the
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Table 1. Total fertility rate (average number of children per woman), European

countries, 1965-86

Country 1965 1970 1975 1980 1982 1983 1984 1985 1986
Austria 270 229 183 165 166 156 1.53 148 147
Belgium 260 224 1.73 1.69 1.60° 1.56° 1.52° 1.49° n.a.
Denmark 261 195 192 1.55 143 138 140 145 1.50°
Finland 247 183 1.68 163 171 174 170 1.65 1.63°
France 284 247 193 195 191 179 181 182 1.84°
Germany, Fed. Rep. of 251 199 145 145 141 133 129 1.28 1.36°
Iceland 371 279 265 248 226 224 208 193 na.
Ireland 403 3.87 341 323 295 274° 2.54° na. na.
Luxembourg 241 196 1.63 1.51 149 145 na. na na.
Netherlands 304 258 166 1.60 1.50 147 149 151 1.56°
Norway 293 250 198 1.72 1.71 1.66 166 1.66 1.63¢
Sweden 242 192 1.77 168 1.62 161 166 173 1.79°
Switzerland 261 210 1.61 1.55 1.55 151 152 151 1.52¢
United Kingdom:

England and Wales 285 240 1.78 188 1.76 176 1.76 1.78 1.78°

Scotland 300 257 191 184 1.73 1.70 168 1.71 na.

Northern Ireland na. 3.13°2.63 272 247 242* 235 235 na.
Greece 232 243 233 221 202 194 182 na. na.
Italy 2.55 237 219 1.66 1.57 1.53* 1.50° 1.42° n.a.
Portugal 3.07 262 257 222 207 195 189 171 1.6I°
Spain 297 287 280 2.18 1.87° 1.72° 1.65° n.a. na.
Yugoslavia 2.71 229 227 213 2,13 na. na. na. na.
Bulgaria 207 2.18 223 205 202 200 199 na. na.
Czechoslovakia 237 2.07 244 216 210 207 207 207" na.
German Dem. Rep. 248 219 154 194 18 1.79 174 174 na.
Hungary 1.82 198 235 191 1.78 175 1.74 183 1.83°
Poland 2,52 220 227 226 234 242 237 231 220°
Romania 191 289 260 243 217 200 na. na na.
USSR 246 239 239 225 229 237 241 240 na

n.a.=not available.
e: estimate; p: provisional.

Source: A. Monnier: *‘La conjoncture démographique: I'Europe et les pays développés d’outre-mer”, in Population

(Paris, Institut national d’études démographiques), Nos. 4-5, 1987.
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age of 65 as against 12.3 per cent in Europe west of the Soviet Union’s
frontiers.

The EEC?

In such a widespread area as the EEC, which stretches from the North
Sea to the Aegean, it would be pointless to seek common population
features at all costs. Nevertheless, in spite of some differences of degree,
it is easy to see that the structure of the populations of all its member
countries has already aged (for example, more than 13 per cent of the
inhabitants of the following countries are over 65: Belgium, Denmark,
Federal Republic of Germany, Greece, Italy, Luxembourg, United
Kingdom) and will continue to age. The only notable exceptions are
Ireland (10.9 per cent) and Spain (11 per cent).

Future developments will depend on fertility and mortality levels, and
also on the balance of migration.

With regard to the first of these factors, fertility, the EEC countries —
except Ireland—all appear to be heading for a level of fertility which is
too low to ensure the replacement of their populations.® In 1950 the
picture was not so clear-cut, since the Netherlands had an index of 3.1 at
that time, comparable to that of Portugal in 1965. Furthermore, it is in
the Netherlands that the greatest decline in fertility has occurred (the
index falling from 3.1 in 1950 to 1.5 in 1985). The Federal Republic of
Germany has been at this level, the lowest in its entire history, for a long
time now.

The second factor, mortality, is extremely uneven, in terms both of
overall mortality and of infant mortality. The latter, for instance, varies
between 8 per thousand (Denmark and the Netherlands) and 20 per
thousand (Portugal). In 1950 it ranged from 24 per thousand in the
Netherlands to 91 per thousand in Portugal: this shows the progress
made in 35 years.

A more realistic picture of the impact of mortality rates on popu-
lation is obtained by taking the expectation of life at birth (e,), thereby
eliminating the effects of age structure. In 1985 the range in the EEC
countries was as follows:

Life expectancy at birth (in years)

Men Women
Maximum Netherlands 72.7 79.5
Minimum Portugal 68.4 75.2
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Inasmuch as there is at present a movement towards harmonisa-
tion—if not to actual unification—of the social security systems of EEC
members, mortality rates can be expected to fall, offsetting in some small
degree the narrowing of the base of the age pyramid, which depends more
on fertility levels.

At present external migration constitutes the major factor in
measuring differences between the countries. It should not be forgotten
that countries such as France and the Federal Republic of Germany were
big importers of labour, whereas other countries, such as Portugal,
Spain, Italy and Greece (not to mention countries outside the EEC), were
big exporters—Portugal being the most striking example. Communi-
cation facilities and paid leave make it possible to offset to a great extent
the adverse effects of the long-term emigration of young men and women
on national fertility rates, and therefore on the demographic structure of
the country of origin. For its part, the contribution of foreign workers, as
permanent residents, to the fertility of the host country can be significant
(this is the case of France, where one out of 14 children is born of non-
national parents); however, this brings with it a social problem for which
it is difficult to find a solution—that of integrating young people
(“‘second-generation immigrants’’) into the host society.

Northern Europe

From west to east, Northern Europe includes four countries (Iceland,
Norway, Sweden and Finland) which differ in several respects but have
many cultural features in common. Iceland stands apart for two reasons:
it is an island and is sparsely populated.

In this area, Sweden is a benchmark. It is the country in which fertility
has declined the most® and, consequently, it also has the structure which
has aged the most (already in 1975, 15.1 per cent of Swedes were
65 years of age and over). However, this is offset by the fact that, with its
low mortality level, it has one of the highest life expectancy rates in the
world (1980-85: men, 73.4; women, 79.4). It is therefore not surprising
that Sweden should also have a social welfare system which is often held
up as an example.

Although Norway and Sweden border upon each other, the contrast
between them shows that it is not enough to be neighbours to be similar:
in 1985 the proportion of elderly Norwegians was only 13.7 per cent.

For the time being, Finland is holding 1ts own against the ageing
process but, like the Scandinavian peninsula, it is very sparsely populated
north of the 62nd parallel. Its geographical location, however, is such
that it cannot be treated in the same way as Norway or Sweden. One
feature of note is that in Finland the gap between male and female
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longevity is one of the widest in the world, comparable to that of its
neighbour, the USSR, and that of France (just over eight years).

Although Denmark is a member of the EEC, it should not be for-
gotten that, both geographically and culturally, it is part of Scandinavia,
with which it maintains particularly close relations. Its population
characteristics are nearer to those of its Northern neighbours than to
those of EEC countries bordering on the Mediterranean.

Alpine Europe

At the heart of geographical Europe, Austria, Liechtenstein and
Switzerland constitute a continuous mountain strip.

In spite of its irregular relief, population density is often high in this
-area (Switzerland: 154 inhabitants/km?). Ageing in Switzerland is taking
place at more or less the same pace as in Austria (in 1985, the elderly
population was 14 per cent and 14.1 per cent respectively). The two
countries’ TFRs are also very similar, but by 1970 this indicator had, in
Switzerland, fallen below that of Austria with, however, a narrowing of
the gap more recently: it is now one of the lowest in Europe. In Austria
the rapid expansion of the capital has contributed in no small measure to
ageing in the country as a whole, since Vienna, with-its large population
(1.5 million inhabitants), is also a city of the elderly (20.9 per cent in
1981). . :

Mortality rates still differ considerably between the two countries,
recalling the contrast to be found in Scandinavia. Fertility levels and
trends, however, are much more similar and far below the replacement
rate.

Adriatic Europe

Only .the requirements of presentation and their geographical prox-
imity justify the pairing here of Yugoslavia and Albania. There can be no
question of comparing them, even though a sizeable ‘Albanian minority
lives.in southern Yugoslavia (Kosovo, Metohija).

Because of its spread and its mixture of ethnic groups and cultures,
Yugoslavia offers a diversity of demographic features which vary widely
from one republic to another. Taking the country as a whole, however, it
can be seen that there is still progress to be made in the battle against
mortality, as there is in Albania. Fertility in Yugoslavia is high enough to
ensure the replacement of generations, although there is no comparison
with that in Albania (TFR: 2.1 as against 3.6).

Furthermore, Yugoslavia has experienced large-scale migratory
flows, especially towards the Federal Republic of Germany. It is clear
that emigration has limited local unemployment, but it hardly provides a
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long-term solution, given the restrictive policies adopted by the host
countries as a result of their own unemployment problems.

It is worth while noting the extreme ‘‘youthfulness” of the Albanian
population, since this is a guarantee of rapid population growth.

Mediterranean island countries

Malta and Cyprus are both sovereign islands in the Mediterranean:
this is their one common feature. They differ in other respects, if only in
their population characteristics.

The ageing of the population is more marked in Cyprus than in
Malta, whereas birth rates are higher. This is less of a paradox than it
would appear to be, since both populations are small and Cyprus has
experienced and is still experiencing a troubled period in its history.

Eastern Europe

Bulgaria, Czechoslovakia, the German Democratic Republic,
Hungary, Poland and Romania are all part—de facto and de jure—of a
single political and economic community: their economic and social
systems are similar. Notwithstanding the common link binding these
countries, their demographic features vary, because a country’s history,
culture and level of economic and social development help to maintain
certain differences.

The German Democratic Republic differs from its partners in that it
is the country with the oldest population (for a long time, its ageing rates
were even the highest in the world); its fertility level is the lowest in the
area, in spite of efforts made to encourage women to have children. This
policy has nevertheless succeeded in maintaining fertility at a much
higher level than in the Federal Republic of Germany and in checking the
ageing process.

Whereas in the other countries of the area fertility is markedly higher
than in the EEC countries (except Ireland), the expectation of life at birth
is lower, particularly for Hungarian males and Romanian females. With
their combination of relatively high fertility and relatively low mortality,
Romania and, to a lesser degree, Poland possess a potential for popu-
lation growth which will be discussed later in this chapter.

The USSR

The USSR is almost a continent in itself; the European part, although
the most densely populated, covers the smallest area. There are consider-
able demographic differences inside the Soviet Union, especially as
regards the size of the population in the constituent republics: figures
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range from 142 million inhabitants in the Russian Soviet Federal
Socialist Republic (RSFSF) to 1.5 million in Estonia. However, the fact
of belonging to the same political, economic and social entity makes up
somewhat for this heterogeneity.

Nevertheless, there is a problem of statistical information. Thanks
to the 1979 census, structural data for the USSR and its republics and
regions are available, of which some are given later in this book; however,
demographic factors are less well known. For purposes of consistency
with the rest of the study, United Nations figures for 1985 are used. To
illustrate the internal differences, reference is made to a United States
study, which itself was drawn up on the basis of USSR sources (table 2).¢
A comparison of estimates for 1985 shows that the two documents tally
to a large extent.

In terms of ageing, the small republic of Latvia closely resembles
Western Europe and for the same major reason: its low fertility rate. It

Table 2. Population and age structure in the USSR and some of its constituent
republics, 1979 and 1985

USSR RSFSR! Ukrainian Byelorussian Latvia Uzbekistan
SSR SSR
1979 census
Population
(millions) 261.1 137.4 49.6 10.0 2.5 15.4
Estimated
structure (%):
0-19 years 34.2 30.7 29.8 320 28.1 534
60 and over 12.9 13.7 15.7 14.4 16.8 7.2
65 and over 11:1 10.0 1.1 10.3 13.1 5.4
1985 estimate
Population
(millions) 277.7* 142.0 51.2 10.1 2.5 18.2
Structure (%):
0-19 years 324 28.5 28.3 304 26.3 51.6
60 and over 13.0 14.0 16.1 13.9 17.7 6.3
65 and over 9.2 10.0 114 9.7 12.7 44
TFR 2,23 2.1 2.1 2.1 2.1 4.6

! Russian Soviet Federal Socialist Republic 2 United Nations figure: 278.6. 3 United Nalions figure: 2.35.

Source: G. S. Baldwin: Population projections by age and sex for the republics and major economic regions of the
USSR, 1970 to 2000 (Washington, DC, United States Bureau of the Census, 1979).

19



From pyramid to pillar

differs considerably from the Asian republics, represented here by
Uzbekistan; demographically speaking, their structure is that of devel-
oping countries. With a total fertility rate (TFR) of 4.6 (compared with
2.11in the RSFSR), it is not surprising that considerably more than half of
the population is under 20 years of age and that the population growth in
these Asian republics is much more rapid than in the republics west of the
Ural mountains.

The ratio of the economically inactive to the active population (the
dependency ratio) therefore varies considerably (see Chapter 3). For
instance, in the Ukrainian SSR the ratio

(0—19)+ (60 +)
(20— 59)

was 79.8:100 (1985) compared with 141.3:100 in Uzbekistan (average for
the Soviet Union: 83.0:100).

On the mortality side, the figures given in the 1985 Economic
Yearbook (USSR) make it possible to estimate expectation of life at
birth for the whole of the Soviet Union as 64 years for men and 73 for
women. According to the United Nations, the corresponding figures over
the period 1980-85 would be 66.5 and 75.4; the gap between the two sexes
is about the same, and is wider than in Western Europe.

Turkey

Turkey, with its large population (49 million in 1985) and surface
area, and specific characteristics, warrants separate examination.

Both its higher TFR (4.0) and its low level of ageing (4.2 per cent) are
in marked contrast to other European figures, even those of Ireland and
Albania.

While there has, of course, been a drop in fertility, Turkey’s demo-
graphic structure will long remain the youngest in this part of the world.

Probable developments (1985-2025)

By adopting the same distribution as in the previous section, the
medium variant of the United Nations projections (1985) will allow the
probable development of the population and its main components to be
followed from 1985 to 2025, with an intermediary cut-off point at the
year 2000. The 1985 estimates are taken as a basis (1985 = 100).

The EEC

A population growth rate of about 3 per cent over 40 years is expected
in the EEC, although this growth will be extremely uneven. Whereas a
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sharp decline in the number of persons under 20 years of age (— 14 per
cent) is expected, the number of persons aged 65 years and over might,
after the year 2000, soar and reach even higher figures than in 1985
(index: 149).

As regards actual numbers, it is expected that there will be an
additional 9 million people between 1985 and 2000, followed by a fall of
1 million (2000-2025). These are the two major findings.

It is estimated that there will be 21 million additional older people
between 1985 and 2025, with a marked upturn between 2000 and 2025
(more specifically between 2015 and 2025), as shown below.

Older persons 1975 1985 2000 2015 2025 Increase

(65 years and over) 2025/1985
Number ]

(in millions) 40.0 423 50.1 56.9 63.0 20.7
Index 95 100 118 135 149

Having accounted for 74 per cent of the older population in the EEC
in 1985, the nationals of France, the Federal Republic of Germany, Italy
and the United Kingdom are alone still expected to account for 71 per
cent in 2025. The slight falling off in their increase would make them lose
some percentage points out of the EEC total, without undermining their
influence to any great extent.

Women, who in 1985 made up almost 58 per cent of the total number
of old persons, are expected to maintain this level in 2025: this stability
reflects a delayed restoration of balance, brought about by the arrival in
older age groups of generations which were less affected than others by
the consequences of the First World War. In 2025 Belgium, Denmark,
Portugal and the United Kingdom should have a higher proportion of
older women than the average for the area. Some countries will be more
affected than others: Portugal (60.6 per cent of elderly people who are
women), the United Kingdom (58.5 per cent), Denmark (58.3 per cent)
and Belgium (58.2 per cent). This is a sign of the profound effects of
ageing which merits close attention.

Northern Europe

Total population numbers are expected to remain almost unchanged,
dropping slightly from 17.6 million to 17.3 million; this is in spite of

21



From pyramid to pillar

developments in Sweden, a country which might alone lose 644,000
inhabitants but which, above all, could record an increase in its older
population: 293,000 more elderly people out of a total increase of 989,000
over the whole area.

Finland may no longer be a country with a relatively young popu-
lation, as it was in 1985; it could well find itself among those with a much
higher level of ageing in 2025 (21 per cent of older persons instead of 12.3
in 1985). At the same time, the numbers of young people under 20 may
drop by an average of about 15 per cent (in Sweden, 23 per cent). More
than half the population in the economically active age groups (54 per
cent) could be over the age of 40, instead of 43 per cent in 1985.

Alpiné Europe

Switzerland and Austria are expected to lose “only” 6 per cent of
their populations from 1985 to 2025, i.e. 0.8 million, but this negative
demographic growth is one of the signs of increased ageing: it is
estimated that the proportion of older inhabitants will increase from
14 per cent in 1985 (already a high level) to 22 per cent in 2025, whereas
the share of young people under 20 years of age will shrink considerably
(—23 per cent).

Fertility levels, as projected in the medium variant, are sufficient to
account for these developments (see table 1).

Adriatic Europe

Yugoslavia must expect an increase in its population, even if the
growth rate slows down; it is estimated that it will have 3.6 million
additional inhabitants in 40 years’ time. The most surprising aspect of
this trend is that it will be accompanied by an “explosion” of the older
population (index: 243), which would put the country into the “aged”
population category (17.3 per cent of old people in 2025).

Even more surprising could be the situation in Albania, since the
index of population growth among elderly persons there is expected
to reach 379, although the proportion will not exceed 10 per cent. This
resistance to ageing is a good example of the impact of an initially young
age structure and the effect of a high birth rate.

Mediterranean island countries

Although it should not experience very large-scale growth, Malta’s
population is nevertheless expected to increase from 383,000 to 549,000
(a growth index of 120), while its older population will more than double
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(index: 225). The fertility hypothesis adopted would lead to a drop in the
proportion of young people under 20 years of age (from 31.3 per cent to
27.5 per cent, i.e. an index of 88).

The population of Cyprus is also expected to increase (index: 135),
and this trend could be even more marked were the island at last to
experience a more peaceful period in its existence: the “youthfulness” of
the Turkish minority cannot but contribute to this growth. According to
the United Nations projection, numbers in the 019 age group should
decline slightly, but less so than in Malta (index: 85).

Eastern Europe

A population increase of 17 per cent over a 40-year period, as is
expected in Eastern Europe, may seem modest in comparison with trends
in the developing countries. It is nevertheless an astonishing rise in the
European context, in sharp contrast to the very slight increase in the
population of the EEC (+ 3 per cent). A sure sign is that the number of
young people under the age of 20, instead of declining, is expected to
remain stable; although a slight falling-off in figures for those under
5 years of age might herald a drop in the level, this movement is not
sufficiently pronounced to be considered separately from the hypotheses
put forward by the United Nations demographers.

Romania is expected to record the highest increase in young people
(index: 167), in marked contrast to the German Democratic Republic
(index: 100) or Hungary (index: 99), while it is calculated that the level of
young people in Bulgaria and Poland will stabilise (index: 101).

The sharp increase in the number of older people (index: 183 for the
area as a whole) confirms that ageing will be the outstanding feature of
the twenty-first century: its level is expected to attain 16.6 per cent,
compared with 10.6 per cent in 1985. However, this movement is likely to
be very uneven, as can be seen by examining the 2025 data, country by
country.

Country Eastern
Europe
Bulgaria Czecho-  German Hungary Poland Romania
slovakia  Democratic
Republic
% 65 and over
(2025) 16.7 16.2 18.0 19.0 17.1 14.5 16.6
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The range between the German Democratic Republic and Romania
is extremely wide; in the low variant the gap between the two countries
would remain unchanged. For it to disappear, the German Demo-
cratic Republic would have to follow the high variant (with a TFR of
2.7) and Romania the low variant (TFR: 2.0): this is hardly likely to
happen.

The USSR

This vast country will become even larger—in terms of its population
size—since the increase is expected to be 32 per cent, with the total
population exceeding 368 million by 2025, i.e. 39 million more than in the
EEC at that date. '

Of even greater interest are the structural changes within this
population. For instance, the proportion of young people under 20 years
of age, which was 32.1 per cent in 1985, is expected to fall to 29.3 per cent,
representing a decline in contrast to average trends; this is largely due to
the lower growth rates of the very young (04 years), for which the index
is likely to be 125; in. 2025, however, it is projected, with the medium
variant, that the TFR will remain well above the level required to ensure
the replacement of generations (2.25 instead of 2.35 in 1985). This is a
further example of the slow- process of structural change (which the
demographers call “population inertia’’), implying that long periods of
observation are required before any pronouncements can be made on the

. lasting effects of changes.

It is precisely in the case of the USSR that the marked population
growth is expected to prevent the percentage of older inhabitants from
rising too much: it is calculated that the level in 2025 will be much lower
than that of the EEC, 14.8 per cent as opposed to 19.1 per cent.
According to the low variant, the elderly population would in any case
not exceed 15.2 per cent (as in the United Kingdom in 1985).

Admittedly, this is not a level to be taken lightly, but it will not put as
much pressure on the social security system as the levels in Western
Europe.

Turkey

When examining the figures for 1985 in Turkey, with its very high
level of fertility (TFR: 4.0) and high proportion of young people (0-19
years: 47.3 per cent), it can be expected, even with the medium variant,
that there will be considerable growth in total population between 1985
and 2025: the index might reach 187 (representing 42.6 million additional
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inhabitants, i.e. slightly less than the total projected Spanish or Polish
populations in 2025).

The fact that the population of young people under 20 years of age is
expected to grow by ‘“‘only” 32 per cent (which nevertheless would
represent an increase of 7.5 million inhabitants) would seem to point to a
probable falling off in figures, but this would only be really noticeable
half-way through the twenty-first century. Meanwhile, the explosion
among the older members of the population (aged 65 and over) is
striking:

1985 2000 2025 Increase
(%)
Number (millions) 2.1 3.6 7.2 5.6
Percentage 4.2 5.5 8.4

Even if the very old (80 years and over) still represent a minute
proportion of the population (1 per cent of the total), the fact remains
that, from 260,000 in 1985, they may well increase to 1,043,000 over the
next 40 years, implying a growth index of 401.

THE INTERNAL AGEING PROCESS: EXAMINATION
OF STRUCTURAL DISTORTIONS

In trying to determine reasons for the internal ageing process, it is not
enough to examine total population dynamics, past and future, even
paying attention to the older age group, because two outwardly similar
movements may conceal internal changes; hence the need not to disso-
ciate numbers and proportions. Several examples will be given of the
discrepancy between the way these two indicators evolve. One such
example may be observed when the increase in a segment of the
population conceals its decline in the percentage of the total, merely
because the other segments have been growing more rapidly.

Taking into account the sectors in which social security operates, it
appears necessary, in the second part of this chapter, to examine the
situation group by group (using the index: 1985=100), in order to
identify the structural changes, not to say distortions, whether in the case
of beneficiaries of social security or of those who finance it. By
proceeding in this way, the temptation to adopt an overall approach,
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which could in this field result in serious over-simplification, will be
avoided.

Young people (0-19 years)

This heading in fact covers three subgroups: very young, pre-school
children (04 years), children of school age (5-14 years), and adolescents
(15-19 years), this last group spanning the transition between study and
work. In practice, at country level these distinctions require some
revision and refinement, for instance by adopting a higher entry age for
compulsory schooling or the onset of adolescence. The important thing
here is to note the respective changes in the aggregates for the subgroups
listed above, taking care not to isolate them completely one from another
and not to regard statistical thresholds as impermeable frontiers.
Table A.3 in the statistical appendix provides a summary of the basic
data, showing changes in absolute numbers within the three subgroups.

The very young (04 years)

It'is in this subgroup that future developments are most difficult to
foresee. The number (and proportion in the total population) of children
in this age group depends on the soundness of the hypotheses adopted
concerning fertility rates during the early years of the twenty-first
century; the fact is that it is difficult enough to forecast the number of
births even five or ten years ahead. It would seem that the United Nations
demographers have been somewhat optimistic in their projections for
this age group. We shall come back later to the numbers and percentages
given in the low variant which, unfortunately, is not dealt with in as much
detail as the other variants in the publications on which this chapter is
based.

Subject to these reservations, what developments can be expected in
the main areas of Europe between 1985 and 2025?

The EEC

In the EEC as a whole there should, in 2025, be 0.5 million fewer
children aged 04 years than in 1985, after a levelling off between 1985
and 2000. This 3 per cent fall may seem very slight when spread over 40
years; but the down-trend will not necessarily end in 2025, which is
merely a reference point on the time-scale. Denmark (index: 79) is
expected to be the most seriously affected by this drop in numbers,
whereas Spain should gain 7 per cent (202,000 children) if the medium
variant turns out to be correct—which is rather doubtful given the
fertility trends in that country. The same applies to Italy.

26



Population trends in Europe, 1985-2025

Northern Europe

The decline should be even steeper in Northern Europe, since the
index may fall as low as 89, though the movement will be spread more
evenly than in the EEC countries.

Alpine Europe

With an index of 86, the decline should be greater in this area than in
the preceding two.

Adriatic Europe

In Adriatic Europe numbers are expected to remain fairly stable
thanks, as one might say, to an increase in the 0-4 age group in Albania:
the Albanian figures should rise from 382,000 in 1985 to 500,000 in 2025,
offsetting a decline in the corresponding figures for Yugoslavia—in spite
of the disparity of the two population sizes.

Mediterranean island countries

In Malta and Cyprus the very young should just about hold their own
(indices: 91 and 95 respectively); this would result in a perceptible fall in
their share in the total population (to 6.3 per cent and 7.0 per cent).

Eastern Europe

One can speak of stability in this part of Europe after, however, a
slight decline in 2015. Poland (index: 91) and, to a lesser extent, Hungary
(index: 96) could push down the numbers; were it not for the demo-
graphic vigour of Romania and Czechoslovakia (indices: 112 and 106).

The USSR

The Soviet Union is expected in 40 years’ time to have 11 per cent
more young children than in 1985, an increase of 2.2 million—more than
the total number of Romanian 0—4 year-olds at that time.

Turkey

Here there can be no illusions. To be sure, there should be 160,000
more very young Turks by 2025 (index: 125), but even this increase would
not prevent their share in the total population from falling from 13 per
cent in 1985 to 9 per cent in 2025.

School-age children (5-14 years)

These young people will only be present from 2000 onwards, since
even the oldest among them were not yet born in 1985: this is even more
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obviously the case for the youngest of them. If we take the year 2025,
most of the mothers of these children will not even have been born in
1985.

The EEC

To lose, as could the EEC countries, 5.4 million school-age children
or, to be more precise, for the registers to decline by this number by 2025,
would mean a steeper drop than in the younger age group. This difference
results in part from the fertility assumptions adopted in the projections
(the TFR in 2000 ranging from 1.4 for Denmark to 2.5 for Ireland). It is
not impossible that in some countries the predicted fertility rates may be
too high in comparison with the most plausible figures for that date (in
Spain, for example, and in the Federal Republic of Germany).

Northern Europe

Sweden’s index (76) of school-age children by the year 2025 is
expected to be higher than that of Denmark (65), but much lower than
the average for the whole area (81). It will reflect a downward trend in the
number of young children between 1985 and 2000, leading to a fall in the
number of 5-14 year-olds between 2000 and 2015.

Alpine Europe

In Switzerland there should be a marked decline, with the index
falling to 75. In Austria the index should not go below 89.
Adriatic Europe

As far as population is concerned, Yugoslavia (index: 89) should
develop on a par with the EEC countries, but Albania will be in a
completely different situation, with a steeply rising index (134), out of all
proportion to that of the other European countries, Turkey excepted.
Mediterranean island countries

The situation in Malta is expected to remain stable, whereas there
should be a rise in Cyprus (index: 124). '
Eastern Europe

Some degree of homogeneity is forecast in this area of Europe, with a
range of indices (from 82 to 107) which is narrower than in the EEC
countries (65-107).

The USSR

The growth index for the 5-14 year-old subgroup (122) is expected to
be higher than that of younger children (index: 109), but lower than that
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for the population as a whole (index: 132). This will mark the beginning
of stabilisation only if the reality confirms the projections.

Turkey

The steep rise in the school-age population (index: 134) masks a drop
in its share of the total: it is expected that the proportion of 5-14 year-
olds will fall from 23.4 per cent in 1985 to 16.8 per cent in 2025. A similar
situation has already been noted in connection with the younger age
group (04 years).

Adolescents (15-19 years)

In industrialised societies, adolescence is a new juncture in a person’s
existence, in that it brings with it increased awareness of the meaning of
working and political life. It is important for the transition to be
successful if adolescents are to become a dynamic force in tomorrow’s
society. It is also a period of uncertainty: young people hesitate to take
the plunge into working life unless they have to, and often get off to a
poor start if they are forced into it. This makes adolescence a crucial time
of life to which the whole of society should pay more attention, in
particular by putting more, and more judicious, effort into schooling and
vocational training.

The size of this age group will shrink considerably, especially in
Northern Europe and in the Alpine countries where, compared with
1985, one-third of its numbers will be absent from the 2025 roll-call.

The EEC

In 2025 the number of adolescents in the EEC countries is expected to
be 18.9 million compared with 25.7 million in 1985—a drop of 6.8
million. This drop is greater than that forecast for school-age children
(— 5.4 million), even though the latter group covers a ten-year age span.
The Netherlands and Denmark will lead the decline, with indices as low
as 59. In Italy the fall in numbers may be all the more spectacular in that
it will affect a large country and could amount to some 30 per cent (i.e.
— 1.7 million).

Northern and Alpine Europe

The projections point to a major decrease in the number of adoles-
cents, with the index falling to 71; in Sweden it could even be as low as 68.

The decline should be similar, though a little steeper, in the Alpine
countries (index: 63), especially in Switzerland (index: 58).
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The rest of Europe

The situation will be quite different in Adriatic Europe and the island
countries, in Eastern Europe and in Turkey.

Eastern Europe, for instance, presents a striking contrast, with the
number of adolescents expected to rise by 7 per cent (representing an
additional 545,000). This is a far remove from the trend in the EEC
countries, which are expected to lose an average of 26 per cent (index: 74)
of this age group. Even Ireland, with an index of 111, should lag far
behind Poland (index: 120).

The slight slowing down of population growth in Turkey would still
mean an increase of one-third in the number of adolescents over the
40 years under study (index: 136).

The USSR

The USSR is expected to have to make provision for 6.4 million
additional adolescents by 2025. Their growth index (132) should be equal
to that of the total population, but much higher than that of the very
young (109).

Young people as a whole (0-19 years)

Overall, the EEC countries are expected to have 12.7 million fewer
young people in 2025 than in 1985, a decline of 14.2 per cent, whereas in
Eastern Europe the numbers should remain more or less stable.

From a structural point of view, a calculation of the share of each
subgroup in the total number of young people reveals in both areas (and
in the USSR) a change in the proportions. Thus, in the EEC the 1985
percentages for each of the subgroups were 22.6—48.7—28.7;in 2025 it is
thought that they will be 25.6—49.8—24.6. In Eastern Europe the two
sets of figures should be: 25.7—50.9—23.4 (1985) and 25.3—49.7—25.0
(2025). The similarity between the percentages is striking; however, this
situation will arise only if there is a slight increase in fertility rates in the
EEC countries.

Alongside this decline, on the one hand, and stability, on the other,
the number of young people in the USSR should rise by one-fifth (index:
120.7) with, however, some signs of a slowing down, much more marked
in the case of the very young, for whom the 2025 index is expected to be
only 111. But before speaking of an “ageing” of the younger population,
it is relevant to examine the changes in the internal structure of this
group: for the USSR, the above-mentioned series would be: 28.0—49.4—
22.6 (1985) and 25.2—50.1—24.7 (2025). The similarity is again obvious.
In spite of the initial differences, these figures point to a convergence
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in demographic structures, but this remains to be confirmed by the
facts.

*
* *

It is this very large group (0-19 year-olds) which will progressively
become the driving force of the Europe of the twenty-first century, but it
will only succeed if its qualities and skills enable it to do so.

Mention must be made here of the part expected to be played by
lower fertility levels. Any decline in the percentage of young people in
total population will automatically result in an increased percentage of
old people, but the institutions, services and human and other resources
provided for them are not interchangeable. Nor can the longer-term
implications be ignored: not only will populations be “older”, but they
will also be smaller in number.

The working-age population (20-59 years)

In the present (and perhaps temporary) circumstances, the working
population is for the most part made up of men and women aged between
20 and 59. The age groups in question are, as it were, the source from
which the economy draws its strength.

There is too great a difference between a young man or woman of 20
years of age and a 50 year-old for one not to be tempted to divide this
wealth of human resources, in demographic terms, into two halves. The
first covers all those aged 20-39 years, who are starting out on their
working life and improving their skills; the second includes those aged
40-59 years, who have gained experience and, in any case, length of
service. The overall distortion of the population structure will result in a
transfer of persons from the first to the second on such a scale that
sometimes the latter will outnumber the former by the year 2025.
Opinions vary as to the effect of this structural distortion, but it is
universally acknowledged that it is a phenomenon unprecedented in
history. Table A.4 in the statistical appendix summarises the situation in
European countries.

The fluctuations in the index numbers in table A .4 reflect fluctuations
in the absolute numbers in the age groups in question. Any upward or
downward departure from ‘“normal” population trends (governed by
current mortality) will be felt right up until the death of the last remaining
survivors of this “accident of history”. Good examples of this are the
depleted age groups in the countries seriously affected by the First World
War (a deficit of births), and ‘“‘baby-boom”generations of 1946-65,
which were flanked on both sides by periods of low fertility. It is not,
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then, surprising that for some years the 40-59 age group will outnumber
the 20-39 age group. Thus it is also to some extent ““normal” that such a
situation should arise in 2025, since the population groups which will at
that time be in the 20-39 age group (i.e. born between 1986 and 2005) are
likely to be considerably smaller in size than those born between 1966
and 1985. Grouping populations by area tends to blur somewhat these
fluctuations.

The EEC

In the EEC the group of potentially active young people (20-39 years)
is expected to decline by 15.1 million between 1985 and 2025. This is as if
the total population of the Netherlands in 1985 were to disappear.

During the same period, the older group (40-59 years) should
increase by 9.3 million, with the result that the ratio of the 40-59 group to
the 20-39 group should reach 107: 100, after having peaked at 117: 100 in
2015, whereas in 1985 it was still only 80:100.

Throughout the same period, and on the basis of the same hypotheses
concerning mortality, there will be changes in the internal balance within
the large working-age group (20-59 years), subdivided into eight five-
year age groups. In the EEC as a whole in 1985 the 40-59 subgroup
represented 44 per cent of the 20-59 group; in 2000 it is estimated that
this figure will be 48 per cent, before reaching 51 per cent in 2025. In other
words, the older group will slightly outnumber the younger one.

These changes will probably be felt most keenly by the Netherlands,
because the ratio of the age group 40-59 to the age group 20-39 is
expected practically to double in 40 years, increasing from 66:100 to
123:100, i.e. an even greater change than in Denmark (from 77:100 to
122:100).

Northern Europe

It is predicted that developments will be similar to those described for
the previous area; however, they will be more marked because the index
of the younger group should drop to 75 (a loss of 25 per cent), whereas, in
the older group, it will increase to 118. Consequently, the ratio between
the two groups will be close to 117:100 in 2025. The age group 55-59 and
the age group 20-24 may be compared to show to what extent the
generations concerned will fail to be replaced. The ratio is expected to
develop as follows:

1985 2000 2015 2035
55-59

Ratio 77 99 118 131

20-24
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Sweden will lead the way in this area: its own ratio will increase from
75:100 to 137:100.

Alpine Europe

The highest rates in this respect would seem to be in Switzerland, with
aratio of the age group 40-59 to the age group 20-39 reaching 123:100, a
figure comparable to that of the Netherlands. In Austria the ratio will be
112:100.

Adriatic Europe

The working-age population in Yugoslavia should undergo ageing to
a certain extent; the ratio of the older to the younger group is expected to
reach 103:100 in 2025, whereas it will remain far below 100 in Albania
(79).

Mediterranean island countries

In spite of a slight decline in Malta and Cyprus in the year 2000, the
corresponding figures for these two countries should remain below 100 in
the year 2025 (97 and 90).

Eastern Europe

The figures for Eastern Europe reveal the extent to which the initial
situation plays a role in projected trends. It is expected that, after a steep
rise in 1985, the ratio of the age group 40-59 to the age group 20-39 will
tend to stabilise at 98: 100, because the younger group, whose index will
remain close to 100, will continue to hold its ground. The German
Democratic Republic and Hungary might not experience such favour-
able conditions (indices 89 and 85, compared with 124 in Romania).

The USSR

The figures for the 20-59 age group are so impressive (more than 152
million in 1985 and 184 million in 2025) that the possibility of internal
changes is not immediately apparent. It is nevertheless worth examining
whether there might not be any. In 1985 the ratio of the 40-59 age group
to the 20-39 age group was 76:100, demonstrating a relatively young
structure; in 2025 it is expected to be 87: 100, i.e. representing an increase
so slight that it can be used for predicting developments only after the
period under examination.

Turkey

For many years ahead, Turkey will be spared the ageing of its
working-age population, since in 2025 the 40-59 age group is expected to
represent only 79 per cent of the 20-39 age group, in spite of a marked
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increase since 1985: the index for the older group (274) will far exceed
that of the younger one (185), but it should not be forgotten that in 1985,
the ratio of the older to the younger group was only 54:100.

*
%* %*

The crucial, underlying question is the following: Will an ageing
active population be able to remain as dynamic, creative and adaptable
as a younger active population with the same technical know-how? If the
reply is negative or even doubtful, it is vital that ways be sought of
countering this danger.

Older persons (65 years and over)

Internal trends

The reason for setting the statistical threshold here at 65 years of age
is that the 60—64 age group is in an ambiguous situation, not least because
of the falling activity rates after 60 years of age. All socio-gerontological
research has shown that there is not one old population but several.

To avoid over-complicating the situation, the group of so-called “old
people” will be divided into only two subgroups: those of 65-79 years of
age and those of 80 years of age and over, with no attempt to oppose an
“old” to a “‘very old” population, which places too much emphasis on
chronological ageing alone. The advantage of proceeding in this manner
is that it brings out thé “ageing” of the oldest section of the population,
the group which requires the most care. Table A.5 in the statistical
appendix summarises the basic data concerning trends in these age
subgroups, country by country, while figure 1 shows the proportion of
persons over 64 years of age in European countries in 2015.

The EEC

In the EEC the average ratio of the age group 80 and over to the age
group 65-79 was 27:100 in 1985, with a very wide internal range, varying
from 17:100 in Portugal to 34.8: 100 in France. In 2025 the average ratio
is expected to remain much the same, but the gap between countries
should narrow a little, ranging from 21:100 in Portugal to 31.2:100 in
the Federal Republic of Germany. There is likely to be a reshaping of
situations, because some will become stable and others worsen or
improve. France is expected to be in this latter category, since its ratio is
predicted to drop from 34.8:100 to 23:100. This will reflect the country’s
former demographic situation: in the year 2025, the 80 and over age
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Figure 1. Proportion of persons over 64 years of age in European countries, 2015
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group will have been born before 1945, which also means that this future
ratio can only be temporary. Projections need only to be extended
beyond 2025 to measure to what extent the excessive ageing process will
be resumed.

Northern Europe

In Northern Europe the 65-79 age group is expected to increase by
one-third over the 40-year period, whereas the 80 and over age group
should increase by almost a half, because of the influence of Finland.
Undoubtedly, trends in Iceland are astonishing (for example, the index
for 65-79 year-olds is expected to reach 221 in 2025 compared with 1985),
but the population of this country is too small to change the average for
the area.

Alpine Europe

Here the movement should be a little less marked, although the Swiss
growth index for the 80 and over age group is nevertheless expected to
reach 165, with the result that the ratio of this age group to the age group
65-79 would reach 31:100 (Austria: 28: 100 after a temporary decline in
the year 2000).

Adriatic Europe

Albania is a small country in terms of population size, and its
demographic structure is remarkably young for a country situated in
“old” Europe: paradoxically, however, if increasing numbers only are
taken into account, it should beat all the ageing records. Thus, the 65-79
age group is expected almost to quadruple, while the 80 and over age
group should more than quadruple. Nevertheless, the overall population
structure should remain young in 2025, with the percentage of persons of
65 years and older still less than one-tenth (9.8 per cent) of the total
population. The 80 and over age group should represent only 1.5 per
cent, compared with 5.2 per cent in Sweden, for instance.

Mediterranean island countries

The predicted increase in the number of people aged 65 and over is
striking, since the indices should more than double; but the structure as
such should not change much. It is true that the scale is small, but that
does not mean that at local level the problems will be any easier to
resolve.

Eastern Europe

In Eastern Europe the almost identical growth of both age groups is a
coincidence, in that developments are expected to be very different from
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country to country. In the German Democratic Republic the indices
should be 87 for the 65-79 age group and 131 for the 80 and over age
group by the year 2025, whereas in Romania they will probably be 191
and 228, thereby revealing an internal ageing of the older population, as
in Bulgaria (156 and 208) and in Hungary (149 and 163). It is calculated
that the average ratio of the older to the younger age group for this area
will, therefore, be 24:100 (as against 23.5:100 in 1985).

The USSR

In the USSR it is predicted that there will be a much more rapid
increase in the group of very old persons than in the 65-79 age group
(indices: 216 and 175). In any case, these indices are high compared with
those of the EEC or Northern Europe, areas which are at present the
“oldest” in Europe. It may be assumed that in the long term the
situations in the USSR and the EEC will converge; however, this will
only happen after the year 2025 if, meanwhile, there is a marked drop in
the fertility rate throughout the USSR (and not only west of the Urals),
and if that in the EEC becomes stable.

Turkey

In 2025 Turkey should remain “young” since the percentage of old
persons (65 years and over) is not expected to exceed 8.4 per cent of the
total population. Nevertheless, judging by the increase in their ranks, it is
obvious that the presence of 5.6 million more older Turks than in 1985
could create serious problems for the public authorities, both national
and local, especially since it is estimated that the *“‘very old”’ (80 years and
over) will number more than 1 million, i.e. an almost fourfold increase
over a period of 40 years.

Developments in the 80 and over age group

The numerical increase in the oldest group of the population in
countries where overall demographic growth is expected to be very low (if
not actually at zero) is, in itself, worthy of attention. It is expected that
the EEC will have a further 4.3 million persons in this category in 40
years’ time. Table 3 shows the situation, country by country, between
1985 and 2025. It may be seen that there is a wide variation in indices
(United Kingdom: 128; Portugal: 215); this may indicate a convergence
since the numbers of the very old are growing much faster in some
countries than in others.

Even if, from now until 2025, a greater decline in mortality rates than
that given in these projections can be expected, the fact that the upward
trend will be more pronounced after 2015 and that it will not fall off
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Table 3. Number of persons over 80 years of age in the EEC countries, 1985-2025
(in thousands)

Country Year Increase, 1985-2025
1985 2000 2025 Numbers Indices
(1985=100)
Belgium 287 296 387 100 135
Denmark 162 195 235 73 145
France 1741 1502 2111 370 121
Germany, Fed. Rep. of 1951 1980 2855 904 146
Greece 261 325 457 196 175
Ireland 65 80 101 36 155
Italy 1438 1703 2405 967 167
Luxembourg 8 9 14 6 175
Netherlands 347 423 614 267 177
Portugal 156 217 336 180 215
Spain 730 1027 1491 761 204
United Kingdom 1732 2011 2211 479 128
EEC 8878 9763 13217 4339 149

Source: United Nations : Global estimates and projections by sex and age : The 1984 assessment(New York, 1987).

before 2045 (when the less numerous generations born after 1965 enter
this age group) is already striking. In 2025 the total number of 80 year-
olds and their elders might almost equal the total population of the
Netherlands in 1985 (14.5 million).

The situation will be particularly acute in the Federal Republic of
Germany and Italy, as both countries will have to deal with an extra 1
million or so persons in this group. Measured in indices, this increase will
exceed 200 in Portugal (215) and in Spain (204), much higher than in the
Netherlands (177). These indices show the extent of the problem with
which the administrations of these countries will have to cope. In
countries where, today, the proportion of these old people is already very
high, equipment and services are known to fall far short of needs,
themselves assessed at a minimum.

None of these situations anticipated for 2025 would have been
evident in 1985 except to demographers carrying out in-depth studies of
generations reaching 80 years of age after the year 2015.
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Table 4. Proportion of persons over 80 years of age in the total population, 1985 and
2025, by area

Area 1985 2025 2025
(%) (%) 1985
EEC 2.6 4.1 158
Northern Europe 29 4.6 159
Alpine Europe 3.2 5.6 175
Adnatic Europe 1.3 3.0 231
Mediterranean island
countries 1.5 2.6 173
Eastern Europe 2.0 3.1 155
USSR 1.7 2.7 159
Turkey 0.5 1.1 220

Source: United Nations: Global estimates and projections. . . , op. cit.

The fact that the percentages of people aged 80 and over will still be
extremely small in the year 2025 (table 4) should not be allowed to
obscure the considerable increase in absolute numbers, as shown in
table 3.

Notes

! Membership of the Community takes precedence over geographical location. Thus, Denmark
is a Northern EurOé)ean country and Greece an ‘Adriatic European country, as well as being
members of the EEC.

® World population prospects: Estimations and projections as assessed in 1984, Population
Studies, No. 98 (New York, 1986); Global estimates and projections of population by sex and age: The
1984 assessment (New York, 1987).

3 Belgium, Denmark, France, Federal Republic of Germany, Greece, Ireland, Italy, Luxem-
b(_)urg, Netherlands, Portugal, Spain, United Kingdom.

4 In 1970 the average number of children per woman was still 2.8 in Italy, 2.4 in Greece, 2.6 in
Portugal and 2.9 in Spain. In 1984/85 the figures had fallen to 1.4, 1.8, 1.7 and 1.65 respectively
(see table 1).

$ Recently, Swedish birth rates have shown signs of recovery: it remains to be seen, however,
whether this is just a passing phenomenon or heralds a more lasting trend.

¢ G. S. Baldwin: Population projections by age and sex for the republics and major economic
regions of the USSR, 1970 to 2000 (Washington, DC, United States Bureau of the Census, 1979).
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SOCIAL SECURITY MEASURES DESIGNED
TO SUPPORT AND STRENGTHEN THE FAMILY

This chapter examines developments in family policy in relation to
demographic developments in Europe. Family policy is here confined to
policies affecting families which have—or are likely to have—children.
The focus is principally on recent changes, and the social security aspects
of family policy are given greatest attention.

The goals of family policy, and the various forms it takes, are first
analysed, before evidence on demographic developments is recalled. The
context and the nature of developments in family policy are then
reviewed considering, in turn, cash family benefits, child-care policies
and parental support. Finally, the effects of these policies on demo-
graphic development are discussed, and some issues for the. future are
analysed.

THE OBJECTIVES OF FAMILY POLICY

“Family policy” is a term which has different meanings in different
countries. In some it is considered to be primarily a matter of social
security, while in others it is much more broadly conceived. Before
considering demographic and family policy developments, it is therefore
necessary to clarify the nature and goals of family policy.

Family policies can be defined as practical measures which focus on,
or affect, the family unit and its members. Usually the underlying aim will
be to improve the well-being and to strengthen the functioning of the
family. Family policies may be seen as alleviating problems which beset
families and, in sum, as directed at meeting family needs.

Family policies can be classified in a number of ways, one of which is
the following:!

(a) countries with an explicit, comprehensive family policy—such as
Czechoslovakia, France, Hungary, Norway and Sweden;

4



From pyramid to pillar

(b} countries with an explicit but narrowly focused family policy—such
as Austria, Denmark, Finland, the Federal Republic of Germany
and Poland;

(c¢) countries without any explicit family policy—such as the United
Kingdom (as well as the United States and Canada).

All European countries, whether or not they have an explicit family
policy, have a range of policies that affect families with children. These
policies may be broadly distinguished in terms of their motives and
objectives. At present there seem to be four main types of objective which
may of course coexist in the same country.

First, there is family policy as population policy: this is reflected in the
argument that the reduction of the birth rate is a threat to the national
well-being of the country concerned. This was for a long time the view in
France. .

Second, there is the goal of protecting children, particularly those
in the poorest families, from material deprivation and of redistributing
income towards those with children. This approach was retained in
Ireland when the 1984 Bill on income supplements for low-income
families came into effect.

Third, there is the more recent concern with enabling families to make
choices—a more neutral motivation than the first, designed to support all
kinds of families. Sweden is an example of this approach.

Fourth, there is the harnessing of family policy to goals concerned
with sex roles and the labour market. These may be of opposing intent.
On the one hand, the aim may be to draw women into the labour market,
as in Eastern Europe. On the other hand, the objective may be to enable
women to stay out of the labour market as, for example, with benefits for
one-parent families in the United Kingdom.

Historically, many countries have at various times emphasised some
or all of these objectives. Indeed, the number of different, and sometimes
irreconcilable, goals is an important characteristic of family policies
which distinguishes them from other social security policies: they can
be—and are—actively used to shape societies in different ways and
directions. What perhaps all countries have in common, however, is the
view that the family is the central institution for the birth, the care, the
socialising and the economic support of children.

In addition to the common themes, there have in the past been more
specific ones in many European countries, where family policies have
been used as policy instruments to solve other national problems or
support national ideologies. In the Federal Republic of Germany, for
example, there was a perceived connection between ‘‘socialisation
problems”—i.e. the chronic undersocialisation of children from dis-
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advantaged families—and the functioning of the economic system.
Strengthening the family was seen as the solution.

Other countries have adopted a less interventionist stance. In the
Netherlands, where there appears to be little explicit concept of family
policy, one writer described the situation as fragmented, relying on ad
hoc solutions, and concluded that family policy cannot be co-ordinated
when it does not exist. In the United Kingdom there has long been an
assumed neutrality in relation to government intervention.

In Eastern European countries family policies cannot be fully
understood without duly taking into account the fact that the main
guarantees for the family are included in the Constitution itself. Thus, for
example, the Constitution of Poland states, inter alia, that “the People’s
Republic of Poland, concerned for the development of the nation,
protects the family, motherhood and the education of the young
generation” and that “‘large families are under the special protection of
the State”.

Below we consider the four broad objectives of family policy in more
detail.

The demographic objective of family policy is probably the most
prevalent. As discussed in detail in Chapter 1, fertility levels in much of
Europe are below replacement levels. In many countries widespread
concern about increasing childlessness and fears of population decline —
amounting sometimes to a demographic panic—have stemmed from
anxiety over the consequences of changes in the age composition of the
population, combined with the effects on national power and prestige.
This concern with population has played an important role in stimulating
an interest in family policies, although it has not always resulted in
concrete action.

France is a particularly interesting example of a country where family
policy in the past had very strong population objectives, but where there
has been a reversal of motivations. The initial introduction in 1932 of
cash family benefits was clearly a response to the “demographic crisis™,
as it was perceived. A second phase, starting around 1950, was character-
ised less by demographic concerns—France, like much of Europe,
experienced a sudden ‘“‘baby boom’’—and more by specific social objec-
tives such as helping poor and particularly vulnerable families. Starting
in 1981, the third phase was again motivated by demographic concern;
however, the policies designed in response were very different from the
previous ones. The French Government officially abandoned the priority
previously given to the third child; it sharply increased family allowances
for two-child families. In turn, the new Government in 1986 reoriented
cash family benefits so that they were less dependent on income, while
again putting more emphasis on benefits directed towards large families.
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The target groups of family policies in France have thus been radically
altered several times in a span of 50 years. One might expect such
frequent changes to provoke a certain feeling of uncertainty which could
in turn deter some families from raising more children.

Partly because none of the countries in Europe—or anywhere in the
world—have demonstrated convincingly that there are damaging long-
term consequences of population stability or even of a small decline, and
partly because of lack of evidence that family policy has had a significant
impact on demographic changes, population objectives recently appear
to have taken a lower priority in discussions of family policy in many
countries. In a few countries, however, such as France and the Federal
Republic of Germany, population goals have again assumed pride of
place.

It should be added that some Eastern European countries, in
particular the USSR, distinguish two kinds of social security measure in
favour of families: first, means-tested benefits aimed at ensuring a decent
standard of living for low-income families; and, second, non-means-
tested benefits, such as special provisions for pregnant women and
mothers, explicitly designed to achieve demographic goals.

The second goal, the protection of children from poverty, and the
redistribution of income towards those with family responsibilities, has
long been an objective of family policy in general, and social security
policy in particular. Priorities in terms of smaller or larger families, one-
or two-parent families, or more general ‘“horizontal redistribution”
(redistribution of income within economically active population groups)
have varied between place and time, responding, at least partly, to
demographic developments. The mechanisms adopted to pursue this
objective have evolved likewise. Ireland and the USSR are two such
examples. In Ireland legislation passed in 1984 and 1986 clearly put the
emphasis on benefits for the largest and poorest families, with increased
rates Yor the fifth and subsequent children. In the USSR a 1981 reform
introduced a strong differential in the birth grant according to the child’s
position in the family. Thus, the amounts paid for the second and third
children are now higher than those granted for the fourth and the fifth.

The objectives of neutrality and freedom of choice constitute the third
main focus of European family policies. These are ambitious and
idealistic aims, often in conflict with many of the past goals of family
policy, as well as with some other aspects of social security.

This development is related to wider changes, in particular to the shift
towards considering individuals, rather than family groups, as the basic
unit for the purposes of social policy and social security. This shift, which
has occurred mainly in the Scandinavian countries, has brought with it a
recognition that individuals may make different choices, and that as a
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result greater diversity in family types and situations may develop.
Implicitly, if not always explicitly, the role of the State has become to
reduce the differences in the standard of living of families, and particu-
larly of children. This may involve evening out circumstances between
families with only one child and those with several children, between
families with one or two parents, and between mothers who are in paid
employment and those who are not.

A number of policy measures have been developed within this overall
framework of “equalising the situation of all children”, “supporting all
types of family units”, or simply of helping the most vulnerable families
or those most in need. Many of these have been in the broadly defined
area of maternity, and more recently paternity, provision. Again, they
cannot but influence demographic development.

The fourth principal objective of family policy relates to sex roles and
the perceived interests of the labour market. The aim may be to draw
women into employment or, conversely, to provide incentives for them to
leave it.

The goal of drawing women into the labour market is most com-
monly stated in Eastern European countries. Indeed, the Constitutions
of many of these countries guarantee the employment of women and
make the organisation of family policies to facilitate it a priority. In
socialist countries state policies are usually based on constitutional
guarantees for the employment of women, with priority for working
mothers, and on a general employment policy, intended to prevent
unemployment. This may have a direct influence on the way that families
function in that it removes the tensions arising from a permanent threat
of unemployment and the resulting loss of material resources for the
maintenance of the family. These policies have led to very high women’s
labour force participation rates, which are estimated at around 45 per
cent in all the Eastern European countries, with the exception of the
USSR (51 per cent) and Yugoslavia (38 per cent). Special legislative
provisions aim at improving the quality of life of women and families in
terms of working hours, special leave and social services, to which
reference will be made later in this chapter. Family policies are, therefore,
both closely interwoven with, and explicitly used to promote, labour
market objectives.

In Western Europe the goal is less explicitly stated, but for many
countries it is an important objective. In the Federal Republic of
Germany, for example, there is increased recognition that the constraints
imposed by family responsibilities on professionally educated women
have public costs as well as private ones. If, for example, only one-third
of all female specialists actually work in their profession—as is the case
for physicians in the Federal Republic of Germany—then one may argue
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that the investment in training represented by the other two-thirds has
been wasted.

Financial incentives to encourage the return to the one-earner family
have nevertheless seemed at various times an advantageous proposition
in many countries. Some have seen this as an attempt to reduce the extent
of male unemployment, while others have seen it as desirable in terms of
the upbringing of children. Although this objective is a subject of
recurrent discussion, no country has been explicit about its intentions to
reduce women’s role in the labour market.

The nature and goals of family policy are, then, many and various.
Some of the developments in family policy will be discussed later on. But
next we turn to the demographic developments that shape the context of
family policy, while perhaps in turn being shaped by that policy.

DEMOGRAPHIC DEVELOPMENTS OF SPECIAL IMPORTANCE
FOR FAMILY POLICY

Major demographic changes that directly influence the relationship
between family policy, social security and demography have taken place
over the past two decades. These include five principal areas of change:
— falling birth rates and smaller families;

— fewer marriages, more cohabitation and more illegitimate births;
— an increase in divorce, remarriage and reconstituted families;

— an increase in the proportions of one-parent families;

— an ageing population.

We examine each of these areas below.

The changes in total fertility rates for a number of European countries
between 1965 and 1986 were shown in table 1. Each country has
experienced a fall in births—and often a dramatic one: the change in
the crude birth rate has varied between 10 and 46 per cent. The decline
has been greater in Western European countries than in Eastern
European ones, and the crude birth rate was on average lower in 1986 in
the former than in the latter; 20 years ago the reverse was the case. In two-
thirds of the countries listed in table 1, total fertility rates are below
replacement level.

The decline-in fertility is due to a number of factors, as discussed in
Chapter 1. It has resulted partly from many countries having smaller
generations reaching the fertile age groups, and partly from social and
economic policies.

In countries which have sought to encourage births, one result has
been for a proportion of births to occur sooner: couples responded by
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having their children earlier and at shorter intervals. These children were
then “missing” from the subsequent birth rate statistics. The average
number of children planned has also been declining over the past two
decades, and the rate of one-child families has increased dramatically.

The second important demographic change is a decline in the
marriage rate and, at least in some Western countries, a higher age at
marriage. While it is difficult to find data in a form that allows precise
comparisons to be made across Europe,? the trend towards fewer
marriages is clear in both Eastern and Western countries, although at a
slower pace in the former.

The other side of the coin is, of course, the rise in the incidence of
cohabitation, which is much more widespread and seems more generally
accepted by public opinion. For some couples, particularly for young
ones, it may be a temporary arrangement which will eventually lead to
marriage. For others, it seems to be an alternative to the institution of
marriage. A related issue is the birth rate within the non-married
population, i.e. the illegitimacy rate. Table 5 shows that this rose—
sometimes dramatically—in 20 out of 25 European countries between
1972 and 1980.

The third group of demographic changes concerns the rise in the
incidence of divorce. Again it is difficult to distinguish between cause and
effect: divorce laws have been liberalised in most European countries, -
partly in response to the rise in the breakdown of marriages; on the other
hand, the new liberalised laws may well have led to a further rise. One in
three European marriages is now likely to end in divorce. Remarriage
rates, however, are rising and many families are thus reconstituted in the
traditional mould.

The fourth set of changes follows from the previous ones: the decline
in marriage and the increase in divorce have resulted—where there is no
remarriage or cohabitation—in an increase in one-parent families. Table
6 shows the number and proportion of single parents in certain European
countries. Although the table is based on family allowance schemes
rather than on the entire population, the increase is clear and consistent
in every country.

The last important demographic change concerns the ageing popu-
lation, again to be found in both Western and Eastern European
countries. This affects family policies in a number of ways. First, it means
that an increased proportion of social security resources and expenditure
will have to be allocated to ensuring an adequate income for the elderly,
thereby competing with the amount available for family support. Sec-
ond, it raises the whole question of family support for the elderly: What is
the role of the family today in caring for elderly people? At a time when
some countries may be seeking to withdraw resources from the support
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Table 5. lllegitimate live births in selected European countries, 1972 and 1980 (in

percentages)
Country 1972 1980
Austria 13.7 17.8
Belgium 3.0 34
Bulgaria 99 10.9
Czechoslovakia 5.2 49
Denmark 14.4 33.2
Finland 6.7 13.1
France 7.8 11.4
German Democratic Republic 16.2 22.8
Germany, Federal Republic of 6.0 7.6
Greece 1.2 14
Iceland 323 39.7
Ireland 29 3.6
Italy 2.5 3.9
Luxembourg 4.2 6.0
Malta 1.3 1.0
Netherlands 1.9 34
Norway 8.7 14.5
Poland 49 4.7
Portugal 7.2 7.2t
San Marino 1.0 3.52
Spain 1.4 2.23
Sweden 25.1 39.7
Switzerland 3.7 44
United Kingdom 8.4 10.7
Yugoslavia 8.1 8.02

! 1975 figures. 2 1978 figures. * 1976 figures.
Source: United Nations: Demographic Yearbook, 1981 (New York, 1983), table 32.

of families, these same countries may simultaneously be expecting the
families to increase their support for the elderly generation. This aspect is
dealt with more fully elsewhere in the book.

Thus each of the five demographic trends has presented major
challenges to the families of the 1980s. The combined effects of the
changes may be considered in relation to two countries—Sweden and
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Table 6. Number and proportion of single parents! in selected European countries,
1970s and 1980s

Country Year No. % Year No. %

Austria 1971 123221 131 1983 152900 15.9
Belgium 1970 214707 147 1981 245291 16.8
Czechoslovakia 1976 103767 3.7 1980 147949 6.1
Denmark 1973 71840 9.3 1983 85899 15.7
France 1975 776 000 6.3 1982 8870002 6.7
Germany, Fed. Rep. of — — — 1980 341000 21.0
Hungary 1973 286200 17.0 1980 341000 21.0
Poland 1970 1042900 19.1 1978 1249500 20.8
Switzerland 1970 81520 10.4 1980 108 561 12.8
United Kingdom 1971 570000 8.0 1981 925500 12.0

! Total number receiving benefits from family allowance schemes during the past decade and their proportion asa
percentage of the total number of two-parent families. 2 The total number of single parents, including those who
were not entitled to children’s benefits, was 1,658,000.

Source: International Social Security Association (ISSA): Family benefits provided for one-parent families, Report
submitted to the 22nd General Assembly, Montreal, September 1986 (mimeographed), p. 4.

Romania—and these are summarised in table 7. In Sweden the divorce
rate has risen, and large families with more than three children are now
rare. How far the Swedish pattern represents the future prospect for
other European countries must be a matter of speculation, but most of
the European countries are moving in that direction. The case of
Romania shows, however, that such a trend might in certain cases be
resisted; divorce, against which this country introduced quite restrictive
measures in 1972, is without any doubt the most striking example.

To some observers, these changes have been interpreted as “bad
news”, the increased instability of the family leading almost auto-
matically to a decrease in the average birth rate. Questions about the
possible decline of the family have been asked: “Is it an endangered
species threatened with extinction?” was the widespread concern in the
early 1980s.3 Furthermore, is it possible that government policies may
themselves be contributing to this instability? Is there any evidence that
measures designed to support families are in fact breaking them up?

To others, the same changes in family structures have been seen in a
different light, as part of a continuing pattern of change. There is much
evidence of diversity in families of the past. Historians, for example, have
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Table 7. Some demographic changes in Sweden and Romania

Marriages

Year Marriages contracted per 1,000 inhabi-
tants
Sweden Romania

1941-50 9.0 10.4

1971-75 5.0 8.1

1980 4.5 8.2

1985 n.a. 7.1

Divorces

Year Sweden Romania
(per 100,000 (per 100,000
married women) inhabitants)

1958 493 196

1970 1449 39

1979 11135 163

1985 n.a. 143

Families with children by number of children (percentages)

n.a.=not available.

No. of Sweden Romania (families

children (1979) with birth during
the year
1985)

1 440 379

2 41.7 320

3 11.6 14.7

44+ 12.4 15.3

Sources: T. Eriksen; “Health protection systems and contemporary family needs in Sweden”, in ISSA: Social
security and family policy, European Series No. 8 (Geneva, 1983), tables 2, 4 and 5; Anuarul Slausnc al Repubhcn

Socialiste Romanica (Bucharest, 1986).
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demonstrated that there were large numbers of one-parent families in
previous centuries; widowhood was common, as was male migration,
seasonal travel in search of work and the abandonment of wife and
children.* It is only the legalised form of divorce that is new.

Migration—and especially internal migration—may also be seen as
having an unfavourable effect on fertility rates. There may be two major
reasons for this: first, internal migration chiefly concerns male workers,
thus destroying the traditional family pattern in the places of origin;
second, migrant workers and their families coming from less-developed
areas (where the average number of children is as a rule higher) tend to
adopt quite rapidly the reproductive patterns corresponding to their new
place of residence, thus contributing to the overall fall in the birth rate. In
turn, urban patterns may influence the rural population, especially in
countries where urban and rural areas overlap. This may be seen in the
Yugoslav context, for example, where rural dwellers who work in towns
have tended to adopt the urban reproductive patterns, or in the German
Democratic Republic, where demographers state that in- the mid-1970s
deep changes in the reproductive behaviour of the rural population took
place, bringing birth rates close to the much lower level of the urban
population.’

The emerging consensus among demographers is nevertheless that
fears about increasing instability are not well founded. Some specialists
have stated that the family is by no means in decay. What may be
happening is that new types of families have come into prominence and
that there are significant changes in the structure and composition of
families, and in family functions and roles.

What then is the family today? The nuclear family is still the core.
However, the parents may not have a marriage certificate; or they may
have two or more certificates: marriage, divorce, remarriage. At times the
family may consist only of mother and child; however, single parenthood
tends in most cases to be a temporary phase rather than a permanent
state. One-child families are more common than in the past, and large
families are declining fast. Families with children from previous, as well
as present, partnerships are becoming more common. At the same time, it
is worth noting that class and income differences, which may not affect
the external characteristics of families, still have a fundamental influence
on the standard of living of the family. While demographic developments
have meant that the European family may well be characterised by
increasing change and diversity, there is little evidence that it is character-
ised by crisis.
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DEVELOPMENTS IN FAMILY POLICY

Family policies are characterised by change. Changes in objectives,
priorities and orientation are all important; equally, changes have
occurred in types and methods of provision. Family policies are re-
sponses to many social, economic and demographic developments; they
also help to shape these developments. In short, they are multidimen-
sional and multipurpose. In this section we first look at the context of
recent changes and then analyse the variety of changes that have
occurred.

In addition to the demographic developments considered earlier,
other important influences set the context for the development of family
policies. First, there is the general economic situation. Economic diffi-
culties must be the starting-point for a discussion of all policy devel-
opments in the 1980s. As a recent ILO publication argued,® the sudden
concentration of attention on social security, and in particular on the
legitimacy of state protection, is a reaction to economic difficulties,
increasing unemployment and declining industries—which have at times
been referred to as ‘“‘the world-wide economic crisis”. The dual way in
which social security both affects and is affected by developments within
society is reflected clearly in the economic crisis. Increasingly heavy
demands are being made on the social security system precisely at a time
when contributions are declining.

Economic difficulties affect family policies in two general ways. First,
there is a tendency to cut back on public expenditure; this may, although
it does not always, include family policies. In Western European
countries “austerity measures” have not been uncommon. Belgium, for
example, introduced ‘“‘adjustments” to family allowances in 1984 which
meant that age supplements were deferred or withdrawn and the normal
indexation of benefits for the first two children was abolished. In
Denmark economic difficulties were one of the major reasons for the
introduction of a means test for family allowances in 1976, and for
changes in the price index regulations in 1982. (It must be added that the
means test was abolished in 1984.) In most countries in Eastern Europe,
however, the development of family policy has not been dependent on
economic growth. Poland is one example where there was a significant
increase in expenditure on social benefits in the early 1980s, specifically to
protect those families and individuals who were experiencing the greatest
degree of economic difficulty. Furthermore, over the years most Eastern
European countries have maintained a great stability in the proportion
of social expenditure devoted to family benefits—or even an increase of
that share—although the amount of pensions paid varies in pace with the
ageing of the population. This stability may be seen as political determin-
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ation at least to maintain—and if possible to improve—state subsidies to
families, in order, inter alia, to counteract the general trend towards
lower fertility rates.

Two conclusions can be drawn on the economic context: first, the
economic situation has important implications for family policy, and,
second, countries may respond either by increasing their expenditure or
by reducing it.

The second general development that has had an effect on family
policies is the increase in the number of women in the labour force and
the related concern with the equal treatment of men and women. This rise
in women’s labour force participation has been widespread throughout
Europe, and in spite of the economic recession and high levels of
unemployment among women, the numbers continue to grow. In the
countries of Eastern Europe, the large majority of women have been and
continue to be employed.

The increased employment of women has raised a number of
problems which have required responses in terms of family policy. These
have included arrangements covering maternity leave and rights of
mothers to guaranteed reinstatement, as well as those relating the
calculation of pension entitlement to the responsibilities of child bearing.
It is important to note that higher labour force participation, rather than
theories of equality between men and women, was the original impetus
for many of the family policies which have been developed in European
countries.

However, the question of equality was raised when the treatment of
married women as dependants in the social security system became too
visibly incongruous with the actual labour market situation; the same
incongruity became apparent in the tax system. As a result, a number of
national and international instruments, adopted in recent years, have
created the framework for legislative reform and the development of
family policies.

The present situation is a changing one. On the one hand, the concept
of female dependency, which dominated the early development of many
social security systems, remains entrenched in many ways. Many policies
still offer the family protection through the insurance of the (male) bread-
winner. On the other hand, there has been increased recognition of
different kinds of family, with different kinds of needs. Recent devel-
opments in family policy have been much concerned with reorienting the
old model towards new and more relevant models of family needs.

A third important influence on the development of family policies has
inevitably been the national philosophy and history of each country.
Family policies have often been developed in response to specific national
perceptions of problems, priorities and issues, and these must be
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recognised in order to understand the developments that have occurred.
As a report of the International Social Security Association argued in
1986: “The extension to both parents of leave related to maternity or
child care has proceeded at a pace that has varied from country to
country: this is an instructive example of the connection between social
security and social custom.”’

The Scandinavian countries, which are often regarded as pro-
moting—and responding to—change in this field, have generally led the
attempt to recognise greater equality between parents with regard to
family responsibilities. They have also been very active in the trend
towards treating unmarried couples in the same way as married ones, for
the purpose of family benefits, as well as reformulating the social security
rights of divorced people. These developments are all part of a national
philosophy—which perhaps can be characterised as supporting a wide
range of models, personal choices and types of family structure. In
contrast, other countries’ national values involve a more directive
approach.

The concept of parental leave has, nevertheless, now reached coun-
tries where the social status of women was in the past regarded as less
favourable than in the Nordic countries, for example. Thus, Portugal and
Greece in 1984 introduced provisions aiming at granting leave to either
parent in case of birth (Portugal) or in case of illness of the child (both
countries).

The right to parental leave is also recognised in some socialist
countries, such as the Soviet Union, where leave in order to care for a sick
child may be taken by either the mother or the father—although in fact,
in most cases, it is still actually taken by the mother.

TYPES OF FAMILY BENEFITS AND METHODS OF PROVISION

Cash family benefits

Cash family benefits in Europe (otherwise known as family allow-
ances) are many and various. They are administered by ministries of
social welfare, social insurance, labour and finance, by family allowance
funds and by trade union councils. They may be universal or employment
related, flat-rate or means-tested, available to all children or only to those
in larger or one-parent families; the allowance may be the same for each
child or related to the ghild’s age or position in the family. The-value of
the family allowance varies greatly, as shown in table 8, ranging from
3 per cent of average earnings to 25 per cent; Hungary, Bulgaria and
Czechoslovakia had the highest relative levels in 1980. The changes in

54



Social security measures to support the family

Table 8. Family allowances for two children as a percentage of average remuner-
ation, selected countries, 1980

Country %

Austria 16.9
Belgium 10.7
Bulgaria 222
Czechoslovakia 20.0
Denmark 3.0!
France 6.5
German Democratic Republic 39
Germany, Federal Republic of 6.6}
Hungary 249
Italy 5.4
Netherlands 9.0
Norway 6.4!
Poland 19.62
Romania 17.0
Sweden ) .
Switzerland 6.9
United Kingdom 8.2

! Figures for 1981. 2 Figures for 1984.

Sources: 1LO: Year Book of Labour Statistics, 1981 (Geneva); Poland, Institute of Labour and Social Affairs:
Comparative data in the field of social policy, 1982 (Warsaw).

levels will be considered in more detail below, but first we describe the
changes that have occurred in the form of family allowances.

Recent changes

Several countries made substantial changes in their family allowance
systems in the late 1970s or the 1980s. In France three new benefits were
introduced in 1985: a “young child allowance” for children under the age
of 3, which is universal for nine months and then means-tested; a
universal “‘single-parent allowance” (which had previously been wholly
means-tested); and a “parental education allowance”, paid for up to two
years (three years as from 1987) to a previously employed parent who
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stops employment to raise a third or subsequent child. The rates of
allowance for second and subsequent children were also substantially
increased. These measures came in addition to those adopted in 1978 and
1980, aiming at granting to families with three or more children a kind
of means-tested guaranteed family income. In the Federal Republic of
Germany there was a shift away from universal benefits for larger
families, with the levels being cut for third and subsequent children; but
increases were introduced for low-income families. These provisions were
introduced in two stages, in 1981 and 1982, as part of general measures
designed to promote budget savings. Ireland introduced a new, sup-
plementary, income-tested benefit for poorer families, to which reference
was made earlier in this chapter. Italy developed a supplement for those
on low incomes but also reduced benefits for those on high incomes.
Spain implemented in 1985 a reform which reorganised the existing
system and redistributed resources among the various fields of social
protection related to the needs of the families. Sweden maintained its
universal system but provided higher increases for larger families. As
already mentioned, Denmark first introduced, but then abolished, a
means test for family allowances.

Thus, in these Western European countries, changes took place
which in different ways were designed mainly to focus family allowances
more on those in greatest need. The objective may be interpreted as
primarily concerned with the alleviation of poverty through income
distribution; only in France do the developments embody any discernible
demographic objective.

In Eastern European countries, and as far as cash family benefits
are concerned, the main trend during recent years was towards con-
solidating and improving existing provisions—with the exception of
those especially designed for women at work, some of which will be listed
below, under the heading “Parental support”.

The most salient features are the following. In Poland, since 1980, an
increased interest has been shown in cash benefits for children, which in
1985 represented 55.7 per cent of social benefits, as against 47.6 per cent
in 1980. In Bulgaria the increase in family allowances decided on in 1985
was limited to the second and third children in the family, whereas in
Czechoslovakia, also in 1985, family allowances were increased by the
same amount irrespective of the child’s position in the family, although
the initial amounts of benefits were higher according to this position. In
Romania the “mothers’ benefit”, which initially was granted to mothers
having reared five or more children, was extended in 1986 to mothers
with three or more children; it amounted monthly to roughly 13 per cent
of the average wage for three and four children, and to 16 per cent for five
or more children. In the USSR it was decided in January 1987 to exempt
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young couples during their first year of marriage from the payment of
special taxes for people without children (usually amounting to 6-10 per
cent of salary). This kind of tax, which is not uncommon in Eastern
European countries, may be seen as a strong incentive to marriage and
fecundity, especially where general taxes on revenue are very low or even
non-existent.

The issue of selectivity

A related development in family policies has been the debate over the
advantages and disadvantages of selectivity (i.e. focusing family policies
on some families only, selected on the basis of income or composition) in
contrast to a more universally based policy. Selectivity is often a response
to financial pressures and is frequently thought to be a cost-effective way
of reducing expenditure. However, selectivity is not “cost free”, as is
sometimes assumed, as financial savings may have a social cost.

Selectivity may operate in different ways. Some forms of selectivity
have explicitly demographic objectives, as when it is decided to give
differential support to large or small families; but selectivity related to
family size, which tended to characterise population policy in the past, is
becoming less widespread. Selectivity now tends to be on the basis of
identifying those families most in need, usually by means of some
combination of demographic and income-related factors. In one review
of Eastern European family policies, it was argued that—

bearing in mind the opportunities offered by social policies and the limitations imposed
on them by economic considerations, East European countries will no doubt pay even
closer attention in future to directing social benefits towards the families in greatest need,
i.e. large families, single-parent families, young couples and families with low incomes.®

The general trend in the development of family policy in Eastern
European countries in the near future could therefore be towards a high
degree of selectivity, as shown by the measures already taken in the
USSR and in Romania, for example. It must be stressed, however, that
should there be greater selectivity in Eastern European countries in the
next few years, this would be on top of a well-developed general support
for the family.

By contrast, in Western European countries, where the debate on
selectivity has been the most vocal, a comprehensive, well-developed
family policy system is often lacking, and the planned selectivity may
have high social costs. It is interesting to note that a means test on family
allowances was introduced in Yugoslavia as early as 1968, with the goal
of improving benefits in kind and services for families by reducing
expenditure on cash benefits.

57



From pyramid to pillar

Changes in the value of cash family benefits

Next we turn to changes in the value of, and expenditure on, cash
family benefits (family allowances). Table 9 shows clearly that their
value, in terms of purchasing power, varied widely among OECD
countries between 1960 and 1984, as did their annual growth rate. In
1984 the actual value, at purchasing power parities, ranged from US$77
in Greece to US$1,305 in France. The highest absolute levels of support
occurred in France, Austria and Denmark. In real terms all increased
between the years 1960 and 1984. France and Sweden, both of which had
relatively high values in 1960, increased proportionately at a slower rate
than countries such as Norway or the Netherlands, which had a low

Table 9. Value of family allowances at purchasing power parities!, selected OECD
countries, 1960-84 (US$ at 1980 prices per person aged under 15)

Country 1960 1973 1979 1984 Annual

average growth rate (%)

1960-84 1979-84
Austria 295 522 1092 1012 5.3 —-1.5
Denmark 145 762 847 1012 84 3.6
Finland 151 164 313 383 4.0 4.1
France 657 878 1110 1305 2.9 33
Germany, Fed. Rep. of 61 128 636 529 94 -3.6
Greece n.a. 41 86 77 n.a. -2.2
Ireland 106 206 152 2172 32 8.0
Italy 393 367 344 423 0.3 42
Netherlands 215 618 769 914 6.2 3.5
Norway 122 414 377 684 7.4 12.7
Portugal n.a. 177 100 102  na. 0.2
Spain n.a. 299 117 60 n.a. —125
Sweden 408 806 927 808 2.9 —-2.7
Switzerland 30 95 144 177 7.7 42
United Kingdom 137 230 643 855 7.9 5.8

n.a.=not available.

! Purchasing power parities are rates of exchange adjusted for differences in price levels in each country. If cash family
benefits have the same value, this means that they represent the same amount of goods and services in the two countries.
2 Figures for 1983.

Source: R. Varley: The government household transfer data base, 1960-84, Working Paper No. 36 (Paris, OECD,
Department of Economics and Statistics, 1986), table 10.
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starting-point but a high annual average growth rate. Table 8, as already
mentioned, enables partial comparison between Western and Eastern
European countries.

For the OECD countries listed in table 9, family allowances are
shown in table 10 as a percentage of total social security and welfare
benefits. In 11 of the 15 countries, family benefits represented a lower
proportion of total social security and welfare expenditure in 1984 than
in 1960. When one compares 1984 with 1979, family allowances amount-
ed to a lower proportion in 14 of the countries. However, the total
expenditure on social security had also increased over that period,
principally because of higher unemployment. Although the propor-
tionally lower expenditure on family allowances indicates a relative
decline in their importance in social security as a whole, it should be
remembered that in most cases this represents a declining proportion of
an increasing budget. This, however, does not apply to the same extent to

Table 10. Family allowances as a percentage of total social security and welfare
benefits, selected OECD countries, 1960-84

Country 1960 1973 1979 1984
Austria 12.8 11.5 14.7 11.1
Denmark 11.7 17.8 12.8 11.8
Finland 25.0 7.5 9.2 8.3
France 329 18.9 14.7 13.9
Germany, Fed. Rep. of 2.1 25 7.3 49
Greece 3.6 4.1 54 3.42
Ireland 20.9 15.8 9.2 8.72
Italy 29.0 10.3 6.7 5.3
Netherlands 15.9 12.1 8.7 8.4
Norway 14.6 12.4 7.4 10.2
Portugal 35.3! 30.1 8.8 6.6
Spain n.a. 22.1 4.6 1.8
Sweden 18.0 13.1 9.1 7.0
Switzerland 3.2 2.6 29 2.8
United Kingdom 11.3 10.3 18.3 16.6

n.a.=not available.
! Figures for 1962: 2 Figures for 1983.
Source: Varley, op. cit., and author’s own calculations.
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Eastern European countries, where it appears to be a general political
decision at least to maintain the relative share of family benefits within
the overall social budget. Thus, in Romania, the share of benefits for
children amounted in 1985 to 15.5 per cent of the state social and cultural
budget, against 13.0 per cent in 1965; the corresponding percentages were
24.6 and 27.5 in Bulgaria, and 28 and 23 in Czechoslovakia.

The factors underlying changes in expenditure on family allowances
have also been analysed for the OECD countries; the results are
presented in table 11. The analysis seeks to explain the changes as a
proportion of gross domestic product (GDP) in terms of changes in:
(a) the proportion of the total population who are children (aged under

16);
(b) the ratio of the number of family allowance beneficiaries to children
under 16 (“coverage”);

(c) the ratio of family allowances per beneficiary to GDP per head (the
“transfer ratio’).

Table 11. Explanation of changes in family allowances, selected OECD countries,
1960-80 (in percentages)

Country Change in Change in ratio of  Change in Change in
proportion beneficiaries to transfer ratio! total expendi-
of population children under 16 ture on family
aged under 16 allowances

1960-70  1970-80 1960-70 1970-80 1960-70 1970-80 1960-70 1970-80

Belgium — —15 +10 +12  +36 - +50 -5
Finland —-19 —16 +1 -9 -32 +41 —45 +17
France -6 —10 +8 +3 =24 -8 =22 —15
Germany, Fed.

Rep. of +9 —24 +113 4216 -37 -6 +45 +115
Italy - —11 —18 +29 -4 —48 -20 —~41
Netherlands -9 —16 +67 +17 -4 -6 +46 -7
Norway -6 -9 +106 +1 —65 -22 -31 -29
Sweden -7 —4 +44 +65 =30 —24 -5 +19
United Kingdom 43 —-12 +12 +113 417 +7 +35 +101

! Change in ratio of family allowances per beneficiary to GDP per head.

Source: Adapléd from P. Saunders and F. Klau: “The role of the public seclor”, Special issue of OECD Economic
Studies (Paris), No. 4, Spring 1985, Lable 37.
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Thus, for example, in Belgium between 1960 and 1970 the proportion
of children in the population remained the same but beneficiaries rose
relative to the number of children by 10 per cent and the average family
allowance increased by 36 per cent more than GDP per head; the result
was an increase of 50 per cent in total expenditure on family allowances
relative to GDP.

Between 1960 and 1970, in the nine countries studied, family allow-
ance expenditure relative to GDP increased in four and declined in five.
The proportion of children in the population did not change greatly,
except in Finland, but in four countries—the Federal Republic of
Germany, the Netherlands, Norway and Sweden—the coverage of
family allowances greatly increased. Most significantly, perhaps, in seven
countries the level of family allowances rose more slowly than GDP per
head.

Between 1970 and 1980 the pattern was somewhat different. The
number of children fell relative to the total population in all nine
countries. The Federal Republic of Germany, Sweden and the United
Kingdom substantially increased their coverage of family allowances: in
the United Kingdom, for example, this was because family allowances
for second and subsequent children were replaced by child benefit for all
children. The transfer ratio fell in six countries and rose only in Finland
and the United Kingdom.

One problem with comparing the levels of family allowances alone is
that this fails to take account of the tax treatment of families. In some
countries family allowances are taxed, and in others not; in some
countries there are tax allowances for children, and in others not. The
effect of taking tax into account is illustrated in table 12 for selected EEC
countries.® Comparing gross and net income support changes the picture
somewhat—Luxembourg, for example, moved from fifth to second
position. Belgium, France and the Netherlands, however, remain the
countries that provided the most income support.

The relationship between taxation and family allowances should not
of course be seen as a major factor as far as demographic trends are
concerned. Nor, however, should the actual impact of this factor be
underestimated in areas such as the distinction made within the tax
system between couples who are married and those living on a consensual
basis. It has been argued in some Western European countries that the
lack of neutrality of certain tax systems favouring non-married couples
over married ones could be seen as one of the factors leading to a decrease
in marriages and, indirectly, to a corresponding decline in births. On the
other hand, mention has already been made of the special taxes affecting
families with no children in some countries, which may have positive
effects on fertility rates of the populations concerned.
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Table 12. Gross and net income support for two-child families, selected EEC
countries, 1980!

Country Family allowance as Additional income? as %
% of gross average of net income of couple
earnings with no children on

average €arnings

Belgium 14.1(1) 2L7(D
Denmark 397 5.8(8)
France 8.4(4) 13.3(3)
Germany, Fed. Rep. of 6.0(6) 8.8(6)
Ireland 2209) 6.5(7)
Italy 3.1(8) 4.2(9)
Luxembourg 7.0(5) 16.5(2)
Netherlands 9.1(2) 13.1(4)
United Kingdom 8.7(3) 11.5(5)

' Figures in parentheses show rank order. ? After family allowances, social security contributions and income
tax of a couple with two children compared with a couple with no children.

Source: J. Bradshaw and D. Piachaud: Child support in the European Community (London, Bedford Square Press,
1980), tables 13.5 and 18.2.

Child-care services

Although a comparison of countries according to levels of family
allowances may be interesting, it does not present the whole picture. In
fact, services are an integral part of family policies in many countries.
The USSR, for example, has an extensive network of family support
services, which it has developed over the years. There are 128,000
kindergartens and créches, providing for more than 14 million children;
parents can choose between day care, 24-hour care and sanatorium care
(two- to three-months’ stay in preventive semi-medical premises with
school facilities, where mothers may in some cases accompany the child).
Approximately 60 per cent of schools provide after-school facilities for
11 million children, where teachers supervise children until their parents
return from work. Sixteen million children spend their holidays in state-
subsidised camps. It may be noted that up to 1984 only 20 per cent of the
vouchers for holidays in pioneer camps were fully free of charge; this
percentage is now 50 per cent, while the amount charged for the other
50 per cent of vouchers corresponds to only 20 per cent of the actual cost.

The provision of such services and facilities is fairly widespread in the
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Table 13. Social benefits in cash and in kind in selected Eastern European countries,
1980 (in percentages)

Country Cash Kind Total

Bulgaria 51.1 48.9 100.0
Czechoslovakia 50.4 49.6 100.0
German Democratic Republic! 37.2 62.8 100.0
Hungary 59.0 41.0 100.0
Poland 47.6 52.4 100.0
USSR 39.5 60.5 100.0

L1981 figures.

Source: Ewa Borowczyk: “State social policy in favour of the family in East European countries™, in International
Social Security Review (Geneva, 1SSA), 2/1986, table 3.

countries of Eastern Europe. As shown in table 13, among expenditure
on social benefits amounting to between 20 and 30 per cent of national
income, benefits in kind, which include facilities for children, accounted
for between 40 and 60 per cent of the total in 1980 and 1981. This
represents a far higher proportion than in most Western European
countries (with the notable exception of Denmark), although the figures
may not be directly comparable (see table 14).

The emphasis on child-care services in Eastern Europe is the conse-
quence of two important ways of looking at the family. First, family
contingencies are seen not in terms Qf separate groups of families, but as
stages in the individual life cycle. This approach largely avoids the whole
problem of stigmatising certain families and labelling them as “deprived”.
It is not only “incomplete” or “disadvantaged” families who need these
services, but all families. Second, families are viewed far more as being part
of public life: this is contrast to some Western countries, where the family is
still identified with private life and individualism. As a result, the
communal education of children became quite early on a part of social and
family policy, which adopted a pragmatic approach to the support of
families, with considerable national investment in facilities and services.

A special mention should be made of the housing problem, which
remains one of the major concerns of families, and particularly of large
families, in any European country. Most of the Eastern European
countries have brought into force general regulations enabling large
families or young married couples to benefit from high priority in
housing allocation or from state loans for housing purposes. Although
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Table 14. Social benefits in cash and in kind in selected Western European coun-
tries, 1980 (in percentages)!

Country Cash Kind Total

Belgium 73.8 26.2 100.0
Denmark 54.1 45.9 100.0
France 69.6 30.6 100.0
Germany, Federal Republic of 71.8 28.2 100.0
Ireland 61.3 38.7 100.0
Italy 67.5 325 100.0
Luxembourg 79.0 21.0 100.0
Netherlands 77.4 22,6 100.0
United Kingdom 68.2 31.8 100.0
Europe (nine countries) 70.5 29.5 100.0

! These rates are not directly comparable with those in table 13, owing to differences in concepts such as “social
benefits” and *‘social budget”.

Source: Estimates of the Second European Social Budget (1976-80), Commission of the European Communities.

these special provisions may be seen as slightly marginal to the tradition-
al concept of family policies in the field of social security, they provide an
example of how the State may at least help individuals to realise their
aspirations regarding the average desired number of children. In the
German Democratic Republic, for example, 73,359 credits were granted
in 1985 to young married couples (representing a total of 483 million
marks) as against 29,594 credits in 1972 (146 million marks).

In addition to the debates on the principles underlying family policy,
much discussion has taken place in the past decade on the concept of
parental support, which is considered next.

Parental support

There are over 90 million employed women in Europe—including
40 million in the USSR. One of the earliest forms of family policy was to
provide them with a prescribed period of maternity leave, ensuring
security of employment before and after the birth of a child. Such
maternity protection continues to play an important part in family
policies throughout Europe. This is evident from the introduction of new
measures, the improvement of existing standards, the extension of
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coverage to new groups, increases in the length of leave, higher rates of
benefit and so on. The underlying motivation, however, might be seen
less as the active promotion of child bearing and more as an attempt to
stop employment conditions from deterring those families who want a
child from having one. The aim is thus one of keeping options open,
while bearing in mind the demographic objectives commonly pursued by
many European governments.

Extended leave after the birth of a child was pioneered in Hungary
some 20 years ago, and then became common both in Eastern and
Western European countries. The leave may be paid or unpaid, and its
length varies from six months to three years; this length may be different
according to the child’s position in the family, as in the case of the
German Democratic Republic, where it is extended from one year for the
first two children to 18 months for the third child. Mention should also be
made of paid leave granted to mothers or fathers for looking after a sick
child. In this field, too, the socialist countries may be seen as pioneers,
followed by some Western European countries in recent years, where
statutory provisions have often followed earlier ones included in enter-
prise or branch collective agreements. The right to paid leave may be
limited either to a global number of days per year, as in Norway (ten
days) or to a number of days per illness, as in the USSR (seven days, due
to be increased to 14 days). The right to this kind of leave may be means-
tested, as in Portugal. It is usually limited to children under 8 or 10 years
of age, but may be extended until the child’s 14th birthday, as in the
German Democratic Republic.

Parental insurance and parental leave are the most recent devel-
opments in this area of family policy. This subject was dealt with by the
ILO within the framework of the Workers with Family Responsibilities
Convention (No. 156), and Recommendation (No. 165), both adopted in
1981. Sweden is particularly advanced in this respect, family policy being
often regarded as part of a general effort to even out differences in living
standards between different periods of the life cycle and to achieve a more
or less equitable allocation of the cost of children among the whole of the
active generation. Neutrality is an important objective in Sweden, as a
result of which maternity insurance has been superseded by parental
insurance, which allows parents to choose for themselves which of them
stays at home and cares for a child for the first six months, or whether
they choose to share the time together.

Various other measures similarly act to enable both parents to
continue in employment as well as being involved in the care of their
children, if that is their wish. This type of family policy is very far from
the original model of encouraging single-earner families with a large
number of children.
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Parental, in contrast to maternal, leave is gaining widespread accept-
ance as a policy measure which serves a number of useful objectives such
as the well-being of the child, the involvement of the father in the family
and the reduction in the number of people in the workforce. One variant
of parental insurance is the entitlement of the parents of young children
to a reduction in their normal working hours.

Caring for children may have consequences at the other end of the age
spectrum. Pensions have hitherto tended to be based on income-related
contributions, but some countries have begun to recognise the need to
provide pension benefits that are independent of, or at least pro-
portionally greater than, contributions. Measures to achieve this include
pension supplements for women who have reared children, and the
inclusion of the period of pregnancy as a contributory period, even
though contributions are not actually made. The most recent discussions
consider including further periods of child care (“‘the home responsibility
years”) as contributory.

Thus, in France, mothers (not fathers) are granted a supplementary
two-year insurance period for each child reared for at least nine years
before his or her 16th birthday; furthermore, any insured person (male or
female) with at least three children is granted a 10 per cent pernsion
supplement. In the German Democratic Republic women who have
reared one or two children are granted a one-year insurance supplement
per child; those having reared at least three children for eight years or
more are granted a three-year supplement per child. In addition, since
1984, women who give birth to five or more children are granted a full
minimum pension with only 15 years of insurance (instead of 45). Those
are just examples of the various provisions for mothers appearing in
different European pension schemes. Ways of combining welfare and
insurance principles within pension schemes and other family-related
policies are increasingly being sought, as is the case in many other
branches of social security.

Family policy does not, of course, end with cash family benefits,
child-care provisions and parental support policies—although these are
probably the policy areas with most significance for social security. Other
policy measures—such as those concerned with housing, equal oppor-
tunities and low pay—are of great importance to families; they affect,
and are affected by, demographic developments. Yet to consider all these
areas would be to stray from our central theme.

Having considered recent policy developments, this chapter now
turns to their possible effects on demographic development.
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THE EFFECTS OF FAMILY POLICIES

Developments in family policy have been largely a response to
demographic, social and economic changes. But there is also concern
about the effects of these developments. How far have they shaped,
rather than having been shaped by, changes in society?

Social and economic policies rarely have straightforward effects on
modern societies. Such policies interact with policies in other spheres, as
well as with other developments within European post-industrial society.
The result is a complex matrix of conditions and behaviour, most of
which cannot be attributable to any specific influence.

This is particularly true of family policies. The variety of social and
economic policies which affect family and household formation is great,
and their objectives may conflict. At least one writer has concluded that
most of the impact of government policy on demographic behaviour has
been unintended.!®

The results of a study conducted in Hungary on a longitudinal basis'!
provide an interesting illustration of this. On three occasions during the
past decades the Hungarian authorities took strong population policy
measures explicitly aimed at stemming the decline in fertility in the
country. These measures were broadly as follows: in 1967 introduction of
the child-care allowance enabling economically active women to care for
their young children at home until the child reached the age of 3; in 1974
increase of maternal support to families with children, improvement of
health care for pregnant women, organisation of training in family
planning and extension of the basic network of children’s institutions; in
1983 extension of the payment of family allowances to the first child, but
at a lower rate and for a shorter period than for the second and
subsequent children, together with an increase in the relative value of
family allowances for the second child.

Despite the importance of these measures (whereby the share of
financial allocations for family welfare as a percentage of total personal
income more than doubled between 1966 and 1982), the main conclu-
sions reached by the Hungarian specialists, based on the results of
longitudinal studies of people who married in 1966, 1974 and 1982, was
that these measures ‘““‘could not influence significantly the final—com-
pleted—fertility level” but in fact exerted an impact on the incidence of
births in the calender year in question; changes were reflected mainly in
the shortening of the interval between the first and second children, and
the lengthening of the interval between the second and third.!2 Neverthe-
less, it may be assumed that socialist countries which, within the context
of global socio-economic planning, evolve sophisticated and inte-
grated complex family policy measures could achieve—and have
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actually achieved—better results than most of the Western European
countries.

Nevertheless, there are isolated examples of specific successes, where
family policies have unequivocally achieved their goals. The goals,
however, tend to be narrow ones, and the policies particularly strong.
For example, Austria introduced compulsory medical supervision of
mothers and babies, with the help of a “mother and child record book”,
in 1974. This involved paying substantial allowances to mothers who
underwent medical examinations during pregnancy, and further allow-
ances if the child underwent regular examinations during its first year of
life. The policy was extremely effective, with the result that the infant
mortality rate fell in Austria from 23 per thousand to 12 per thousand.
Similar examples may also be found in France, where specific measures
taken after the Second World War permitted a rapid decrease in the
infant mortality rate from 47.4 per thousand in 1950 to 23.4 in 1964
and 8.3 in 1985, or in Romania, where the implementation of a vast
programme of medical care for mothers and children resulted in a fall
in the infant mortality rate from 116.7 per thousand in 1950 to 49.4 in
1970 and 25.6 in 1985. Of course, such measures have a positive
effect on demographic trends as a whole, and thus deserved to be
mentioned.

Another apparently explicable development is the rise in the birth
rate in Czechoslovakia, which went up from 16.5 per thousand in 1971 to
19.5in 1975—from being one of the lowest in Europe to the third highest.
This certainly correlated with a great investment in family policies:
Czechoslovakia increased family allowances and state-subsidised ser-
vices such as day nurseries, reduced prices for families with children and
developed special tax rebates. However, the age structure of the popu-
lation was also changing, as were economic conditions, and the TFR
dropped back from 2.43 in 1976 to 2.06 in 1985, nevertheless remaining
among the highest in Europe (see table 1). It is difficult to conclude
reliably that any or all of these policies were the actual cause of the rise in
fertility in the 1970s. It is likely that they had some effect but unlikely that
they provide the full explanation.

The experience of most European countries has been that family
policies are not simple instruments with clear results. Declines in the birth
rate in most countries have not been successfully counteracted, even
where this was a specific objective. In some respects fertility seems to be
cyclical: the birth rate declines, then increases and again declines.
Whether or not this is the case, family policy still appears to be the
reflection of a favourable political climate and, perhaps sometimes, an
agent of change. It can help to encourage a trend: it rarely succeeds in
reversing a trend.
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Obviously one of the major factors in this field is the progress made in
family-planning techniques. Thus, such factors as the desire of women to
give birth at a preferred period of their lives have become more and more
predominant as far as female reproductive behaviour is concerned.

It is clear that most family policies have not achieved pro-natalist
goals. The number of large families has, as noted, declined despite, in
many countries, family allowance systems that—at least in the past—
paid more for the fourth child than for the first. Similarly, the growth
in the number of one-parent families has occurred in most sections of
society; some of these families depend largely on social security, while
others do not. Furthermore, there has been a growth of one-parent
families both in countries such as the United Kingdom, where just over
half of lone mothers rely on social security, and in countries such as those
in Eastern Europe, where most are in employment.

The lack of response (or the only temporary response) of demo-
graphic developments to family policy is in part a reflection of the
complexity and multicausal nature of changes in modern, post-industrial
societies. Changes in patterns of economic activity and in the availability
of housing are almost certainly of much greater significance than changes
in family allowances are likely to have been. It would seem that social
security measures have been largely a response to, or an effect of]
demographic and other changes in society rather than a cause.

This section has concentrated on the effects (largely unknown) of
family policy on demographic change. In terms of the other objectives
already discussed—alleviating poverty and redistributing income, pro-
viding choice, and influencing sex roles in the labour market—many
countries can provide clearer evidence. But to review this would be
beyond the scope of this study.

One of the main conclusions to be drawn from recent European
experience in the field of social security related to family policies might be
that a major influence, as far as fertility is concerned, is no doubt the
effect of the prevailing social values in each country on individual
behaviour; social legislation may therefore have a significant effect on
demographic trends only in those countries where positive social values
in favour of children and families are well developed and widespread
among the population.

INDICATORS OF FUTURE CHANGE
Whether or not to support a family policy is no longer an issue of

debate for the future. This is perhaps the first major achievement of the
past few decades. Although in the present economic situation all forms of
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social security are under close scrutiny and are expected to demonstrate
value for money, family support is one area on which there is a growing
political consensus in Europe. The family is everywhere treated as a
venerated institution, even though different governments may overtly or
covertly adhere to different models. The issue is not whether to intervene,
but why, how and at what level to intervene.

The commitment to family policy is based on the recognition of two
facts. First, there is agreement that the young and the elderly require care
and protection, and that it is a legitimate objective of societies and of
governments to facilitate that care. The family, in its changing forms and
functions, needs to be supported and enabled to provide that care, in
partnership with the State.

Second, there is also a growing awareness that the times when
families themselves are most in need of support are relatively short ones.
The bearing and rearing of young children is increasingly taking place
over shorter and shorter periods of family life. Table 15 gives an
interesting illustration of this phenomenon. As a general trend, the
percentage of women having their first child between 30 and 34 years is
increasing in European countries, when compared with all women of the
same age group giving birth to a child. At the same time, and still as a
general trend, births to women aged 3034 as a proportion of all births in
the same year was decreasing in most countries (table 16). Two main
conclusions could be derived from these figures: first, that fewer women
desire to have a child after the age of 30; second, that among these
women, a greater proportion will not have a second child. The combined
effect of these two factors may be seen as one of the reasons for declining
fertility rates.

Single parenthood, while growing rapidly, is also for many a stage
between two two-parent family partnerships; at the same time, families
will often be more fluid, with parents as well as children leaving home;
social parenting will develop alongside biological parenting. Families will
be trying to balance more labour market participation with the respon-
sibilities of family life. When they finish caring for children, they may
start caring for their dependent elderly. Some will experience periods of
unemployment of one or both parents, and many more will be bringing
up children in conditions of poverty.

Each of the demographic developments already discussed has impli-
cations which have yet to be fully appreciated in most countries.

Falling birth rates and smaller families suggest a new emphasis for
social security policies. In the past these have focused on large families
both because large families were (and still are) much more prone to
poverty than small ones and because it was hoped that supporting large
families would encourage population growth. Now there is evidence that
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Table 15. Women in the age group 30-34 years giving birth to a first child, as a
percentage of all women in the same age group giving birth to a child,
1963 and 1980 (or nearest year)

Country! 1963 1980

Austria 15.7 20.8
Belgium 15.0 22.5?
Bulgaria 12.7 17.8
Czechoslovakia 10.2 12.6%
Denmark 10.0 20.2
Finland 17.3 27.6
France 16.3 23.1
German Democratic Republic 10.2 13.9
Germany, Federal Republic of 19.2 294
Greece 26.3 25.4°
Hungary 14.9 18.6
Iceland 5.5 6.1
Ireland 12.8 12.44
Italy 19.0 20.8%
Luxembourg 20.6 25.4
Netherlands 12.4 21.83
Norway 13.8 204
Poland 11.5 12.2
Portugal 15.3 18.33
Romania 17.5 12.4°
San Marino 19.76 14.0%
Spain 15.17 14.58
Switzerland 21.0 28.13
United Kingdom 21.0 28.1°
Yugoslavia 11.3 14.4%-10
USSR 12.91 11.1'2
Byelorussian SSR 13.113 12.27
Ukrainian SSR 17.7'4 16.0'3

! No data available for Cyprus, Malta and Turkey. ? Figures for 1978. * Figures for 1979. * Figures for
1977. % The figure for 1985 was 13.1. ° Figures for 1964. 7 Figures for 1975. ® Figures for
1976. ° Figures for 1978-80. '° The figure for 1982 was 17.2. ‘! Figures for 1966. ' Figures for
1974. ' Figures for 1972, '* Figures for 1973. % Figures for 1974.

Sources: United Nations: Demographic Yearbooks, 1969 and 1981 (New York); Demografska statistika 1982
(Belgrade, 1986); Anuarul Statistic al Republicii Socialiste Romdnica 1986 (Bucharest).
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Table 16. Women in the age group 30-34 years giving birth to a child, as a
percentage of all births in the same year, 1963 and 1980 (or nearest year)

! No data available for Turkey.

1970.

Country! 1963 1980
Austria 18.5 14.2
Belgium 21.3 14.82
Bulgaria 12.2 8.4
Cyprus 18.6 16.6
Czechoslovakia 13.8 11.32
Denmark 15.3 18.9
Finland 18.1 23.1
France 21.4 19.9
German Democratic Republic 12.4 6.8
Germany, Federal Republic of 18.3 20.1
Greece 24.5 153
Hungary 13.6 10.5
Iceland 17.9 17.1
Ireland 26.5 23.83
Italy 23.0 19.7¢
Luxembourg 20.7 19.9
Malta 16.4° 20.5
Netherlands 23.3 20.5
Norway 19.0 18.8
Poland 18.5 13.7
Portugal 214 15.44
Romania 14.3 10.8¢
San Marino 22.1 15.2¢4
Spain 18.97 19.98
Sweden 194 23.7
Switzerland 20.8 233
United Kingdom 18.3 19.5°
Yugoslavia 17.4 11.62- 10
USSR 18.0 1311

6 The figure for 1985 was 13.3.

1978-80. !° The figure for 1982 was 10.4.
Sources: As for table 15.

2 Figures for 1978,

! Figures for 1974.

3 Figures for 1977.
7 Figures for 1972.

* Figures for 1979.

8 Figures for 1976,

3 Figures for
° Figures for
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families with very young children are particularly prone to poverty,
because of earnings forgone. Nearly all specialised enquiries conducted
in this field in European countries have in fact clearly shown that state or
social security subsidies in cash, in kind and in services are far from
covering the actual cost of rearing children. This suggests the need either
for higher cash family benefits for families with very young children—
perhaps in the form of child-care responsibility payments—or, on the
Eastern European model, for the much wider availability of child care so
that earnings need not be forgone.

The decline in marriages, the increase in divorce and reconstituted
families, and the rise in cohabitation suggest that family and other social
security policies based on a life-cycle model of a single, legalised, child-
bearing partnership will become increasingly inappropriate to actual
circumstances, at least in Western European countries.

Therefore to base family policies on the presumption of such a model
will exclude growing numbers of families and will be likely to lead to
increasing anomalies and inequities. This indicates the need, first, to base
policies more on individuals in their own right, rather than treating
some as dependent on others, and, second, to relate policies to the actual
composition of family units, rather than on legal units.

The increase in one-parent families poses a challenge for family policy
that must be met if the children in such families are to be protected
effectively. The notion that financial responsibility should be a private
matter, entirely born by the absent parent, fails to take account of the
fact that most absent parents become part of another family unit. This
may explain the growing interest in special alimony funds, already
introduced in such countries as Austria, Denmark, Finland, France, the
Netherlands, Poland and Sweden.

The ageing of the population presents problems for social security
that are discussed elsewhere in this book. However, anticipated future
increases in pension costs also raise an important issue for family policy.
To put it bluntly, will future social expenditure be capable of meeting the
claims both of the growing numbers of elderly people and of families with
children?

In the future, as in the past, family policy must address two specific
issues: how to support all families generally, to help them care for the
young and the elderly; and how to support families when they are at their
neediest—when they have very young children, when they have only one
parent and when the parents are unemployed or non-employed.

A number of areas_ of family policy are being reconsidered in Europe.
First, there is the rethinking of the position of women in social security,
with the gradual move towards a non-dependent status for women. This
includes developments such as providing credits for certain rights,

73



From pyramid to pillar

despite non-contribution due to maternity or child-care leave, and the
development of the notion of parental leave—applied equally to both
parents. These developments should help families where the mother is the
only parent by increasing financial resources, and families where there
are two parents by freeing time. All these trends are likely to become
more widespread in the future.

The second area is the restructuring and development in Western
European countries of child-care services, which are poorly developed
since past emphasis was on “freeing” parents to enable them to organise
their own activities; in contrast, Eastern European countries offer a much
wider type of provision, more central planning and much more public
investment in the care of children. Child-care services are the under-
developed area of Western Europe. Eastern European countries have
named housing problems as their current priority, and this is likely to
continue for some time—with major implications for family life and
demographic development.

Third, there is the important area of the reorganisation of work
schedules, resulting from the increase of part-time work. Making labour
market conditions—time, remuneration and employees’ rights—more
flexible and responsive to family needs will be a major goal for each of the
main participants in future policy: governments, employers and trade
unions. Governments will be concerned with issues such as ensuring
equitable treatment for different kinds of families; employers with
ensuring that productivity does not suffer; trade unions with ensuring
that the rights of their members are not adversely affected by changes
which, for example, facilitate part-time work. Improving and co-ordina-
ting social security policies, child-care policies, and employment policies
to support and develop families in the changing social and economic
conditions of our time will be the major challenge of the next decade.

Fourth—and this might well be the most important point for
discussion in the field of family policies—what should governments do
about their respective schemes for family benefits? If these schemes are
not considered to provide fully satisfactory results in the main fields for
which they were initially designed (i.e. strengthening families, improving
average living standards, enabling individuals to freely choose the type
and size of household they wish, and promoting demographic growth),
should an in-depth examination not be urgently conducted of issues such
as selective allocation of family benefits, targeting family benefits to-
wards a particular kind of family, and improving the coverage of the
social and individual costs of children through a comprehensive set of
measures covering family policy and family benefits? Such a discussion
should no doubt take place within the global reappraisal of social
security and its future now being undertaken in many of the ILO’s
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European member States, be it among governments, politicians, and
employers’ and workers’ organisations.
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INCOME MAINTENANCE FOR THE ELDERLY: THE
INFLUENCE OF DEMOGRAPHIC CHANGE 3

The branch of social security concerned with disability, old-age and
survivors’ benefits is particularly sensitive to medium- and long-term
changes in the age structure of the population. This branch, which is
highly developed in Europe, includes national and occupational schemes
covered by a body of legislation and made up of institutions constituting
what is commonly referred to as a national “pension system”.

The significant changes in fertility and mortality, and in the related
demographic variables, observed in the recent past or forecast in various
European countries, are fully described in Chapter 1. The purpose of
this chapter is to analyse the impact of demographic trends on pension
systems and to illustrate the situation prevailing in Europe, particularly
as regards the cost and the “affordability” of a pension policy. Attention
will be focused essentially on issues concerning public policy and the
operation of national compulsory income maintenance schemes for the
elderly based on legislation. Reference will be made when necessary
to private occupational pension arrangements, whose scope has now
reached considerable proportions in a number of Western European
countries.!

After a brief reminder of the salient features of European pension
systems having a bearing on demographic considerations, the following
issues will be highlighted:

— the recent experience of European countries in dealing with the
consequences of demographic change and rising pension expenditure;

— the specific influence of demographic factors on pension policy and
costs;

— the relationship between demographic trends and the impact of
other relevant economic or social parameters on pension policy and
costs.

The chapter ends with a review of the options available to policy-
makers. On the agenda for the future, the main question will be how to
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reconcile demographic trends with social, economic and financial con-
siderations within a global and effective pension strategy.

NATURE AND SCOPE OF PENSION SYSTEMS IN
EUROPE: A BRIEF OVERVIEW

Some European pension schemes date back to the end of the
ninteenth century, while others have roots in legislation enacted at the
beginning of the twentieth century. Contemporary pension provision is,
however, the result of changes and new departures occurring mainly after
the end of the Second World War. As a result of this process of evolution
and adaptation, all European countries have now achieved a high
standard of provision and show considerable similarity with regard to the
overall objectives of pension policy and the scope of coverage in terms of
the population covered. Where countries mainly differ is in the choice of
means employed to achieve national pension objectives, such as the mix
between public and private provision, the functions assigned to various
tiers of pension coverage (basic protection, complementary benefits,
etc.), the institutional pattern and the source of funds.

A full description of the nature and scope of European pension
systems is not within the terms of reference of this book. Since the focus
here is on the possible impact of demographic trends on the provision of
pensions, it may be useful to recall the features of individual programmes
that are more likely to respond to demographic change.

The first is the extent of coverage of the pension scheme, in terms of
persons protected. Many countries have adopted broad-based national
programmes covering all residents (called ‘“‘universal” schemes). Exam-
ples are found in the Netherlands, Switzerland, the United Kingdom, and
the Nordic countries. A very large system of solidarity between gener-
ations is thus established. Risks are largely pooled and the consequences
of demographic change can be shared between all citizens.

In other countries pension schemes are organised separately for
various socio-occupational groups. Many countries (e.g. Austria,
France, Federal Republic of Germany, Italy and Spain), however, have
one major “general” state pension scheme for employees, covering a large
proportion of the working population, with the result that the pooling of
risks and costs between people in various age groups is again very broad.
In many Western European countries one finds that alongside the
“general” scheme are “‘special” pension programmes or funds catering
for specific occupational groups. Some may have a broad coverage (for
instance, schemes covering persons employed in agriculture or a large
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section of the self-employed), but others may be limited to a specific
occupational group (miners, railway workers, seafarers, etc.).

Most Eastern European countries follow the same pattern, designing
“special” schemes for categories such as agricultural workers belonging
or not belonging to the co-operative sector, or self-employed or handi-
craft workers. In some cases, however, similar categories are included in
the framework of the “‘general’” scheme, as for example in Hungary.

Naturally special schemes operate on a more limited pooling of risks,
which makes them more vulnerable to changes in the ratio between
working and retired members. When employment declines sharply and
steadily over the years because of structural changes occurring in the
economy, the proportionate increase in retired members will inevitably
bring about or compound the financial imbalance of the pension fund.

The same observation could be made in respect of complementary or
occupational pension funds established for the purpose of obtaining
upon retirement a level of income better related to pre-retirement
earnings.

In Western Europe these so-called “‘second-tier” programmes are
either made compulsory for specific occupational groups by virtue of
legislation, or left to be negotiated freely between employers and
workers, within guide-lines and safeguards established by a supervisory
state authority.

The first option, adopted, for instance, in the Nordic countries or in
France (complementary pension schemes), generates schemes with a very
broad coverage and pooling of risks.

The second option, on the contrary, leads to the establishment of
‘“company pension funds” whose membership is limited to the employees
of the company. The most significant examples can be found in the
Federal Republic of Germany, the Netherlands, the United Kingdom,
and the Nordic countries. In Switzerland the establishment, at the level of
individual enterprises, of a complementary pension arrangement for
employees has actually been made compulsory by recent legislation. In
order to avoid the risk of financial instability, such as may result from
demographic changes, these ‘“‘enterprise-based’’ arrangements lacking a
large pooling of risks operate under financial conditions (funding of
future liabilities, re-insurance, etc.) that are different from those of other
types of scheme.

In Eastern European countries examples of complementary occupa-
tional pension funds may be found in the German Democratic Republic
and Romania. In both countries the funds were established on a
voluntary basis for workers incorporated in the general pension schemes.
However, since in Romania almost all workers became members of the
voluntary occupational pension fund, the fund was made compulsory in
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1985, thus becoming a kind of second tier of the general scheme, with the
notable difference that the complementary scheme is financed only by
workers’ contributions. Although the voluntary scheme in the German
Democratic Republic is becoming similarly generalised, it is not envis-
aged for the time being to make it compulsory. The USSR also
introduced by law in 1987 the possibility for employees to take out
voluntary complementary retirement plans with state insurance com-
panies.

The second feature of a pension scheme worth recalling in the context
of this discussion is the prevailing financial organisation of the pension
system in the country concerned. In Europe the degree to which pensions
are financed from employers’ or employees’ contributions or from
general revenue varies considerably from one country to another, as
shown by the examples in table 17.

There are also differences in the financial systems adopted, although
the so-called ‘“pay-as-you-go” method is generally applied, with minor
variations, by either the universal programmes or the large “general”
schemes protecting the majority of employed or self-employed persons.

Table 17. Composition of total receipts of social security pension schemes in
selected European countries, 1983 (in percentages)

Subregion/country Contributions from Tax-financed Income Other Total
_— state from income income
Tnsured Employers  participation capital
persons

Eastern Europe

Czechoslovakia! — 3.7 94.6 — 1.7 100
German Democratic

Republic! 23.1 29.5 47.3 — 0.1 100
Hungary! 19.1 60.5 20.4 — — 100
Romania!-? — 100.0 — — — 100
USSR! — — 97.27 — 2.8 100
Northern Europe
Denmark? 3.1 3.7 84.6 8.6 — 100
Finland 11.9 57.4 14.7 15.9 0.1 100
Ireland! 23.4 48.7 27.7 0.1 0.1 100
Norway!* 31.5 457 22.6 0.1 0.1 100
Sweden? 2.1 61.7 11.6 24.6 — 100
United Kingdom! 39.0 43.8 13.3 2.6 1.3 100
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Table 17. (cont.)

Subregion/country Contributions from Tax-financed Income Other Total
-_— state from income income
Insured Employers  participation capital
persons

Southern Europe

Cyprus! 35.1 35.4 20.6 8.1 0.8 100
Greece! 354 34.6 21.2 6.5 23 100
Italy! 12.0 53.8 323 0.8 1.1 100
Malta' 36.8 29.8 334 — — 100
Portugal® 28.1 64.1 7.8 — — 100
San Marino 27.6 42.1 30.3 — — 100
Spain!-$ 36.9 39.9 5.1 17.6 0.5 100
Turkey'* 20.0 59.1 19.1 0.1 1.7 100
Yugoslavia® 66.7 23.0 9.7 0.1 0.5 100
Western Europe

Austria® 338 343 29.6 0.3 20 100
Belgium* 34.6 41.5 204 33 0.2 100
Germany,

Fed. Rep. of *:* 40.2 37.2 213 0.7 0.6 100
Luxembourg 31.3, 26.4 23.7 14.9 3.7 100
Netherlands! 50.1 26.6 12.9 59 4.5 100
Switzerland 39.0 320 26.3 2.5 0.2 100

! Includes all social insurance schemes. 2 Without complementary pensions. 3 Includes supplementary
pensions. * Without public employees’ pensions. * Without unemployment benefits. © Pension
insurance. 7 Represents payments from the State, state enterprises and state organisations which are fully
included in the state budget.

Source: ILO: The Cost of Social Security: Twelfth nternational Inquiry 1981-83, Basic tables (Geneva, 1989).

As explained before, funding future liabilities (wholly or partially) is
typical only of complementary (occupational) pension funds with limited
membership.

A “pay-as-you-go” system means that the productive population of
today has to provide (through contributions or taxation) the resources
required to cover the current cost of pensions, while future generations
will have to finance the pensions of those who are working today. An
inter-generational transfer of financial responsibility thus takes place. In
other words, the contribution or tax paid to the pension system by the
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workers does not pay for the cost of the pension “promise” which is
currently made to them. Therefore a change in the age structure of the
population, in the direction of further “ageing”, represents—under a
pay-as-you-go system of financing pensions—an undesirable threat to
both workers and pensioners.

The mechanisms adopted to adjust pensions in course of payment to
fluctuations in the overall level of wages, or more generally in the cost of
living, also vary from country to country. Whether the protection of the
purchasing power of pensioners is achieved through automatic index-
ation of pensions or a discretionary decision to raise them, it is obvious
that policies adopted in this area will ultimately respond to cost
considerations influenced, inter alia, by demographic factors.

The third important parameter to be considered is pensionable age,
that is, the age at which an old-age pension is payable under social
security legislation. The criteria adopted to determine pensionable age,
whether or not they are flexible, have a major impact on the cost of a
pension scheme. Demographic considerations should normally play a
role in fixing or revising the pensionable age, but there are reasons to
believe that in the past other considerations (e.g. financial or social) have
prevailed.

A striking feature is that in Europe, once pensionable age is deter-
mined, it tends to remain unchanged for a very long period. In the
Federal Republic of Germany the normal age of retirement (65 years) in
the general scheme for employees dates back to 1916. In the USSR the
retirement age of 60 for men and 55 for women has remained unchanged
since the 1920s.

Similar examples can be found in Italy, where the present age limits
(60 for men and 55 for women) were fixed in 1939, Spain, Sweden and
some Eastern European countries.

However, there are also examples of European countries which have
deliberately changed the statutory pensionable age from time to time. In
Switzerland the AVS national pension for all residents, first legislated in
1946, provided an old-age pension at age 65 for men and women. In 1957
the age for women was lowered to 63 and then to 62 in 1964. In Denmark
the basic mean-tested old-age pension introduced in 1933 was first paid at
age 65 for men and at 60 for women. In 1967 these ages were raised to 67
for men and married women and 62 years for unmarried women. In 1984
the pensionable age for unmarried women was brought up to 67. More
recently, a scheme allowing for the provision of partial pensions took
effect in 1987. This applies to workers aged 60 to 67 and relates to both
the universal scheme and to the occupational statutory complementary
scheme (ATP). For the latter, applicants must have worked full time
during at least ten years out of the last 20, and during nine months out of
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the last 12. In Norway the normal pensionable age (the basic pension for
residents) was lowered from 70 to 67 in 1973.

In France a reduction from age 65 to age 60 of the minimum age
for which a full old-age pension is due to employees in the “general”
employees’ scheme was legislated in 1981. In 1988 partial pension
provisions were introduced, which enabled workers aged 60 and over
having completed a full insurance career (150 quarters) to work on a
part-time basis while drawing part of their pension rights from the basic
scheme, as well as from the relevant statutory complementary pension
scheme.

These provisions are akin to those made in Sweden in 1976, when the
normal age for both the universal (basic) pension and the earnings-
related pension was lowered from 67 to 65, at the same time as partial
pensions were first introduced. Without altering the normal retirement
age, Finland introduced in 1986 provisions for early retirement under
the National Pension Plan, as well as within both the statutory and the
voluntary supplementary pension schemes. In 1987 a part-time pension
was introduced under the statutory supplementary pension scheme.

Thus, the most significant trend in the past decade has in fact been
towards allowing greater ‘‘flexibility” in retirement age, by adopting a set
of new eligibility conditions enabling persons to retire earlier than the
“normal” statutory age (with or without a reduction in benefit), to
postpone retirement (with or without an increase in benefit), or again to
claim a partial pension.

It is not entirely clear whether increased flexibility in this area was
motivated mainly or exclusively by labour market or social consider-
ations, or whether demographic concern played a role. It would seem,
however, unlikely that in the face of emerging demographic trends one
could justify lowering the retirement age or making conditions more
flexible in the direction of early retirement. It should also be recalled that
flexibility with regard to pensionable age is not an entirely new feature in
European social security legislation: it has long been practised in many
countries in order either to take into consideration periods of employ-
ment spent in hazardous and unhealthy occupations, to give incentives to
those who wish to work beyond retirement age or to award recognition to
long service as such.

Many examples of this approach may be found in the legislation of
the USSR and other centrally planned economy countries. Provisions
enabling mothers who have reared a given number of children to retire
before the “normal” age are more directly linked with demographic
considerations. Such examples may be found, inter alia, in France and
Romania (in both cases, for working mothers with at least three
children).

83



From pyramid to pillar

Table 18. Pensionable age and flexible retirement provisions under state pension
schemes, 1986

Country Normal pensionable age General provisions Specific provisions
to make retirement to make retirement
Men Women flexible! flexible?

Austria 65 60 No Yes
Belgium 65 60 Yes No
Bulgaria 60 55 Yes Yes
Cyprus 65 65 No Yes
Czechoslovakia 60 53-57 No Yes
Denmark 67 67 Yes No
Finland 65 65 Yes No
France 60 60 No Yes
German Democratic

Republic 65 60 No Yes
Germany, Fed. Rep. of 65 65 Yes No
Greece 65 60 Yes Yes
Hungary 60 55 Yes Yes
Iceland 67 67 No No
Ireland 66 66 No No
Italy 60 55 No Yes
Luxembourg 65 65 No Yes
Malta 61 60 No No
Netherlands 65 65 No No
Norway 67 67 Yes No
Poland - 65 60 Yes Yes
Portugal 65 62 Yes No
Romania 60 55 Yes Yes
San Marino 60 55 No No
Spain 65 65 No Yes
Sweden 65 65 Yes Yes
Switzerland 65 62 No No
Turkey 55 50 No Yes
United Kingdom 65 60 No No
Yugoslavia 60 55 No Yes
USSR 60 55 No Yes
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Table 18 summarises the present situation with regard to the statu-
tory age of retirement in European countries.

THE INFLUENCE OF DEMOGRAPHIC CHANGES ON PENSION
POLICY AND THE RESPONSE AT NATIONAL LEVEL

Concern about rising social security expenditure in Europe resulting
from the gradual increase of the proportion of the elderly in the total
population, or as a percentage of the population of working age, dates
back several decades. Already in the 1950s governments studying the
future development of pension expenditure realised that long-term trends
of declining fertility and increasing longevity would eventually lead to
considerably higher pension costs. For instance, the Phillips Committee
appointed in 1953 in the United Kingdom—aware of the long-term
implications of demographic trends—recommended that the statutory
pensionable age should be gradually increased by three years. At that
time the short-term outlook appeared more favourable because of the
demographic effect of the so-called ‘“‘baby boom” which most European
countries experienced after the Second World War.

Specialists generally agree, therefore, that the unfavourable effect on
social security of the ageing of European populations (with a few excep-
tions) has been statistically perceivable and predictable since the 1950s.

However, concern about demographic trends was not reflected in
subsequent government policy on pensions, at least in the majority of the
countries of Europe for which information is available. During the
period when economic growth was sustained, most countries expanded
social security coverage and improved benefits, in particular with regard
to pensions. The methods available to protect pensioners against the
erosion of their purchasing power in times of inflation were refined and
made more responsive to individual needs. Retirement became more
attractive because many older workers in Europe were more able to
afford it.

Moreover, relatively sound economies and the slowly changing
situation on the labour market made it acceptable to respond to social
concern and to phase in early retirement provisions for special groups of

Notes to Table 18

! General flexibility means that legislation provides a measure of choice for all insured persons to advance or
postpone pensionable age within the limits and under the conditions stipulated by law. 2 Specific flexibility
means that legislation provides for more favourable conditions as regards pensionable age only in respect of
specific categories of insured workers prescribed by law (i.e. those who have worked in unhealthy or hazardous
occupations, or who belong to prescribed types of occupation).

Source: United States, Department of Health and Human Services: Social security programs throughout the world,
1985 (Washington, DC, 1986).
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workers such as the disabled, the unemployed and those in arduous
employment. As described above, various flexible or early retirement
provisions, which both had the same effect, namely to lower the average
retirement age, began to emerge in the late 1960s and early 1970s. In
many countries these are now more or less explicitly designed to combat
unemployment or to ease the financial problems of the elderly un-
employed.

As a result the actual age (as opposed to the statutory age) of
retirement effectively declined in a number of countries, as shown in
table 19. These data clearly confirm the constant trend, already shown in
previous studies,? towards the use of flexible retirement provisions by
workers, when these appear to be attractive enough.

The onset of the economic recession in the mid-seventies and the
subsequent events, such as the apparently intractable problem of the
growing number of unemployed workers, shook the complacency with
which many people viewed the future during the earlier years of steady
economic growth. The threat posed by the ageing of the population in
practically all European countries was analysed more systematically by
governments and the social partners. Public opinion thus became aware
of the implications of demography on the financing of pensions in future
years.

Yet at the same time, many workers were, as shown above, still
retiring earlier, which meant that the ratio of pensioners to employed
persons increased further. In some countries the right to retire early was
granted with the aim of releasing jobs for younger people. This approach
added further to the current and future cost of pensions.

Before reviewing national experience, it may be useful to recall that
the ILO did not fail to draw attention to the emerging issues and to
contribute from an international viewpoint to the current debate on
pension policy and the position of the elderly. As shown in studies
published by the ILO over the past ten years,® and from information it
has gathered recently, several governments and the social partners were
led to reassess the financial outlook of the pension system and to consider
the adoption of possible remedial measures—although whether or not
concern over demographic prospects was the major motivation for the
action taken remains an open question. However, there is no doubt that
it contributed to the awareness that pension policy should be reassessed
without further delay.
 The challenge was taken up by a number of Western European
countries, which in the 1980s embarked upon major reforms of their
pension systems.

A very thorough review of the social security system was put in hand
in 1983 in the United Kingdom. In view of the broad scope of the studies
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Table 19. Actual average retirement age in selected European countries,
1960-83/84 (in years)

Country 1960 1965 1970 1975 1980 1983/84
Austria
Male 646 629 626 629 61.6 61.3¢
Female 60.1 600 61.1 604 58.7 58.6*

Germany,' Fed. Rep. of
(a) Manual workers’ scheme

Male 588 609 61.1 606 579 S8.1°

Female 590 61.0 616 61.6 600 6043
(b) Non-manual workers’ scheme

Male 61.6 628 628 625 60.5 604°

Female 58.1 599 606 605 59.5 59.6°
France?

Employed persons’ scheme

Male — — — — 633 62.3%
Female — — — — 635 626
Total — 639 640 636 634 624
Hungary
Male — — — 61.7 606 60.6%
Female — — — 573 568 56.4°
Luxembourg?
(a) Manual workers’ scheme
Male 63.1 627 630 637 626 6184
Female 662 657 652 712 644 639¢
(b) Non-manual workers’ scheme
Male 643 640 638 642 624 6244
Female 656 641 637 694 640 62.0¢

! All pension awards except survivors’ pensions. * Pensions excluding survivors’ pensions (droits directs). * Old-
age and early retirement pensions only. * Figures for 1983. * Figures for 1984,

Sources: Austria—R. Holzmann: Issues in the development of public pension schemes: International and historical
perspectives, Paper No. 7, given at the Joint Japanese/OECD Conference of High-Level Experts on Health and
Pension Policies in the Context of Demographic Evolution and Economic Constraint, Tokyo, November 1985;
Federal Republic of Germany—data supplied directly by the Federal Ministry of Labour; France—various issues
of Statistiques or Recueil statistique, published by the Caisse nationale d’assurance vieillesse des travailleurs
salariés; Hungary—Centre national d’ études supérieures de sécurité sociale: L'impact de la crise sur la sécurite
sociale 1974-1984, Hongrie, Research report for the ILO (Paris, 1986); Luxembourg-~ministére de la Sécurité
sociale: Rapport général sur la sécurité sociale au Grand-duche de Luxembourg.
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and proposals made, and the fact that new legislation was finally adopted
in 1986, it is worth describing the relevant experience in some detail.
Before the reform, the state pension scheme in the United Kingdom was
made up of two tiers: a universal flat-rate benefit, introduced in 1948, and
a wage-related component (the state earnings-related pension scheme—
SERPS), built up as from 1975. (Employers were, however, able to
“contract out” of SERPS as long as the benefits provided under the
alternative scheme were not lower than those of SERPS.) The country
faced the prospect of major increases in the cost of retirement benefits
due to the rise in the real value of pensions, the increasing maturity of the
system and, above all, the forecast increase in the proportion of the
elderly within the total population. It was thus obvious that reform was
necessary.

The reform aimed at promoting long-term measures which would
contain the increase in the future cost of state pensions. These measures,
however, could not be applied at once, as a transition period had been
deemed necessary. Another objective was to reduce the involvement of
the State in the provision of wage-related pensions, by giving all workers
the opportunity to make their own arrangements for personal pensions
with private financial organisations, if they so desired.

One of the main results was the reform of SERPS. Although the
wage-related component was not abolished, and the “contracting out”
provisions were maintained, its benefits were substantially curtailed in
order to obtain, in the long run, an overall cost saving estimated at 25 per
cent. Measures taken include a phased-in reduction of SERPS benefit
levels from 25 to 20 per cent of wages, a requirement that such benefits
should be related to wages received throughout the whole working life
(and not only the best 20 years) and the reduction of entitlements for
surviving spouses of insured persons.

As a counterpart to the reduction in the state commitment towards
pensions, incentives have been given for the establishment of personal
pensions. From 1988 individuals can make their own pension arrange-
ments, opting out of SERPS or the employer’s occupational pension
scheme if they wish to do so. Those opting out will benefit from a 2 per
cent rebate on earnings between the lower and upper limits subject to
national insurance contributions (with a minimum of £1 per week)
during fiscal years 1988/89 to 1992/93. Occupational schemes will also
have to allow members to make additional voluntary contributions if
they wish to do so and to give employees leaving a job before retirement
age a refund of their contributions if they have less than two years’
membership of a scheme. Personal pensions will have to be approved by
the Occupational Pensions Board.

Although the Bill came into force on 1 April 1988, the changes to
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SERPS will not affect anyone retiring this century. There will be a ten-
year transitional period from the year 2000, before the new scheme comes
fully into effect in 2010.

In Austria a reappraisal of the state pension programme for em-
ployees led to changes in the eligibility conditions effective from Jan-
uary 1985. From January 1987 pensions are based on the earnings of the
last ten years prior to retirement instead of the last five before 1985, seven
in 1985 and nine in 1986. The basic pension of 30 per cent of the reference
earnings for the first ten contribution years—justified 30 years ago to
favour workers with short insurance records—was abolished; the
amount of pensions was made almost linearly dependent upon the
number of contribution years. Furthermore, the level of unemployment
will in future be taken into account when deciding on the annual
adjustment of pensions in line with the cost of living. These measures are
intended to contain the {uture expenditure on benefits.

Belgium considerably reduced differences in eligibility conditions and
methods of calculating pensions between the schemes for civil servants,
employees and the self-employed through harmonisation legislation
which came into effect in June 1984. At the same time the Government
introduced cost-containment measures, such as a ceiling on the maxi-
mum pension, a limitation of the possibility of freely accumulating
pensions from different sources and a slowing down of the indexation of
current pensions; the latter meant that the so-called ‘‘welfare coefficient”,
which linked increases in pensions to the development of the national
wealth, was no longer taken into account.

The Government acknowledged in 1985 that, in the light of future
demographic developments, other long-term adjustments in pensions
might be necessary. However, efforts by the Government to raise the
retirement age for women from 60 to 65 seem to have failed, in view of
objections raised by workers’ and employers’ associations when the
National Labour Council met in January 1987. The final outcome of the
Council is awaited.

In 1984 Denmark adopted a significant reform of the pension system
covering all residents, in order to eliminate, among other things, differ-
ential treatment between men and women. While the entitlement to a
pension before the normal retirement age had previously been regulated
by ten different laws, as from 1984 there are only three categories of early
retirement and disability benefits. The pensionable age for unmarried
women was raised from 62 to 67. Widows’ benefits were abolished,
because according to the new enactments all women are entitled to early
retirement pensions in their own right.

The report published jointly in 1985 by the Danish Council of Trade
Unions and the major opposition party might be seen as an indirect
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reaction to those measures. This report recommended as from 1989 the
introduction of a new statutory complementary scheme to supersede the
existing one which provides only flat-rate benefits. The benefits of the
new fund would be calculated on the basis of the wage-related contribu-
tions actually paid by employers and employees. During the first 12 years
of the scheme, however, flat-rate benefits would still be maintained.

With explicit reference to the different demographic outlooks of the
four individual national pension schemes (the manual workers’ scheme,
the private employees’ scheme, the pension scheme for workers in small
craft industries and commerce and the agricultural pension scheme),
Luxembourg opted in 1985 for reviewing the financing rather than the
benefit provisions. A global contribution rate applying to all schemes and
calculated to remain stable for periods of seven years generated a
common reserve fund of 1.5 to 2.5 times the expected annual expenditure.
Each month the overall revenue is allocated to the different funds, thus
enabling them to cover their expenditure.

In the Netherlands containment of the growth in the statutory
minimum wage lowered the linked social security benefits, notably
pensions, by 9 per cent in real terms between 1983 and 1986. These
measures were obviously regarded as first steps towards a more general
reform of the social security system.

In 1985 the Scientific Council for Government Policy in the Nether-
lands made a proposal for a radical restructuring of the complex system
of cash benefits for disability, sickness, unemployment and old age. The
existing set of entitlements was replaced by a new benefit structure
including:

(a) a basic income guarantee, financed by taxation and available to all
residents, at different rates according to category (the aged, widows,

the permanently handicapped, the unemployed, etc.), to be in-
creased, if necessary, by means-tested assistance;

(b) a benefit against loss of income payable to employees and the self-
employed, which would supplement the basic income guarantee
(financed by contributory social insurance);

(c) aprivate complementary benefit scheme open on a voluntary basis to
those who aim at a level of protection above that offered by the state
programmes.

It appears that the aim of the proposal is that of restricting
compulsory social security protection to a level of benefit considered to
be a reasonable minimum.

In Spain a gradual process to reform the social security system is
under way. Its aims are manifold: modernisation and updating of
obsolete legislation; rationalisation of national pension programmes;
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reduction, if possible, of emerging financial imbalances; adoption of
more equitable benefits; and encouragement of private occupational
pensions. The first stage of the reform was completed with an Act, passed
in July 1985, providing for the integration of a number of special pension
schemes covering different groups of employees into the general scheme.
The Act also includes a series of restrictive measures: more stringent
qualifying conditions for the receipt of pensions, particularly concerning
the length of the required period of paid-up contributions, which has
been raised from ten to 15 years; and modifications to the base used for
calculating pensions, leading to an ultimate reduction in their levels. In
exchange, the legislation introduced a provision for automatic annual
indexation of pensions to prices.

In Switzerland an Act making second-tier occupational pensions
mandatory for all wage earners and voluntary for the self-employed
entered into force on 1 January 1985. These private occupational pension
schemes are financed by employers’ and employees’ contributions and
are fully funded. A security fund, mutually financed from the income of
occupational pension funds, guarantees the payment of benefits should
an unfavourable age structure of the membership of the fund—or
bankruptcy of the employer—affect the solvency of the mandatory
arrangements. More recently proposals have been advanced concerning
the possible increase of pensionable age for women under the universal
AVS basic pension scheme for all residents. The age limit for women is
now 62, while men are entitled to an AVS pension at age 65.

In many other European market economy countries the pension
system has been reassessed, although major or specific changes have not
taken place so far.

In France a government commission was set up in 1985 to analyse the
long-term cost outlook of the pension schemes beyond 2005. The report
of the commission suggests:

— a fair and equitable distribution of the additional future costs
between economically active and retired persons by a combination of
higher contributions, gradually decreasing income replacement rates
and a higher pensionable age, if economically feasible;

— a clarification of the role and scope of state pension provision by
emphasising the traditional social insurance mechanism,;

— a fair distribution of costs between members of different pension
schemes where economic and demographic conditions are not the
same. In other words, it is desirable to harmonise benefits and
contributions within a wider concept of pooling of risks.*

In 1987 a report of a special committee to the Government ( Comité
des Sages) suggested a progressive increase in the normal retirement age,
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and the basing of the average wage for pension entitlement on the best
20 or 25 years, instead of ten.

In the Federal Republic of Germany a general structural reform of the
retirement system is envisaged for the late 1980s or early 1990s. So far,
the Government has issued only basic principles for the planned reform,
which should aim at keeping the earnings-related benefit system un-
changed, at encouraging private provisions for old age and at achieving
an equitable distribution of the future financial burden between active
and retired persons, e.g. by avoiding increases in pensions greater than
the disposable income of contributors.

Paradoxically, one additional step towards improving the financial
balance of pension funds is to be found in provisions effective from
January 1983 and related to the financing of health care for pensioners.
Up until that date, the cost of these measures was supported by the
pension funds, which paid to the various health insurance funds amounts
calculated on the same basis as the contributions for active members. The
reform introduced a financial commitment for pensioners to contribute
personally out of their pensions to the health funds at a rate gradually
reaching one-half of the global 11.7 per cent. The whole operation has
resulted in an increase of the financial resources of pension funds devoted
to the actual payment of long-term benefits, through an indirect in-
creased contribution by pensioners.

As a final example of the current changes in the Federal Republic of
Germany to ensure that social security is on a sound financial footing,
new legislation which took effect in January 1987 requires employers to
set up book reserves according to precise provisions for any private
pension promise made after 31 December 1986.

In Italy pension reform has been on the Government’s agenda for
several years. At the beginning of 1987, following an initiative taken
directly by Parliament, proposals for reform appeared to be closer to
obtaining agreement from the parties concerned. The main changes
under discussion include:

(a) raising the retirement age gradually (at present 55 for women and
60 for men) having due regard to the need for flexibility;

(b) imposing a ceiling on earnings subject to pension contributions in
order to gradually free personal and corporate income as an
incentive to establish complementary occupational pension arrange-
ments (still very rare in Italy);

(c) tightening the eligibility conditions by raising from 15 to 20 the
minimum number of years required for old-age pension entitlement;
and
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(d) shifting to general-revenue financing part of the welfare expenditure
now undyly borne by the contributory scheme for employed per-
sons.

In Norway awareness of the future increase in pension expenditure
has grown in recent years. This has led to a general perception that there
is no more room for further improvements in benefits. The Ministry of
Social Affairs commissioned a comprehensive report outlining the
various options open to the country for possible adjustment and reform
of the pension scheme. The resulting study® was presented by the
Minister as aiming to stimulate the social policy debate on pensions.

In Eastern European countries pension policy planners are dealing
with a somewhat different situation. First, there are still regional
shortages in the supply of labour (as in the USSR) and consequently
pension incentives are not used to induce workers to retire earlier, but
rather to reward those who stay at work beyond normal retirement age.
Second, the statutory retirement age tends to be lower, on average, than
in Western Europe. Third, economic activity rates are higher at all ages
and therefore the ratios of pensioners to working population are more
favourable.

The consequence of all these factors is a different attitude towards the
future impact on pensions of emerging changes in the age structure of the
population.

More specifically, pension planners are now searching for a more
“dynamic” pension formula in order to improve the level of benefits in
response to changes in the general level of wages and consumer prices.
This subject is now under discussion, for instance, in Czechoslovakia and
in Bulgaria, where changes are planned.

In Hungary changes in the pension system might include an increase
from ten to 20 years of the minimum period of insurance qualifying for a
pension, the adoption of flexible retirement provisions (including in-
centives to postpone retirement), the introduction of a ceiling on
contributions and benefits and an improved method of adjusting pen-
sions to keep pace with changes in the cost of living.

In the USSR it was recently decided to carry out an overall review of
pension provisions. One area of study is the system of incentives (through
wages or pension measures) to encourage workers to postpone their age
of retirement. It was reported that, at present, about 60 per cent of
pensioners remain in the workplace after drawing their old-age pension,
and that on average they go on working for another five or six years. The
rules concerning compatibility between pensions and wage income in
such cases are under review.

Another set of issues under discussion in the USSR concerns the
special provisions which allow workers engaged in unhealthy or arduous
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occupations to draw an old-age pension up to ten years before attaining
the normal age. However, such preferential treatment is conditional on
working in a prescribed occupation which appears on a list dating back
to 1956. Because of changes in conditions of work and technology, it is
believed that many of the prescribed occupations are no longer arduous
or unhealthy. The solution envisaged in the USSR might introduce more
flexible criteria for an early pension, following perhaps the example of
Romania and Yugoslavia where, apart from a very restricted number of
prescribed occupations, the test of unhealthy or arduous work depends
on the job actually performed by the individual worker during his or her
career. The relevant rules are also being reviewed in Yugoslavia for the
purpose of unifying the criteria applied in different republics and
territories.

The situation regarding pension rights in Yugoslavia is as follows:
since 1983 pensions have been determined by the monthly average
personal income earned by the insured person in any of the ten
consecutive years of insurance most favourable to him or her. From 1987
personal incomes earned in previous years will be gradually calculated on
the basis of income earned in the last year of working life. The full
application of this system should begin in 1990. A possible reduction of
the number of years of economic activity required for entitlement to an
old-age pension is being considered in view of the pressing problems of
high unemployment of young professionals.

The few examples quoted above show that demographic evolution in
the USSR and in Eastern Europe is not seen at the moment as a major
threat to the financial position of the State pension schemes. Czechoslov-
akia, the German Democratic Republic and Romania, for instance, have
indicated that pension financing will continue to be taken care of under
successive five-year plans by an appropriate allocation of resources,
either from general revenue or from levies on enterprises (as, for instance,
in Romania).

PAST TRENDS IN PENSION EXPENDITURE AND ITS
“"DEMOGRAPHIC” COMPONENT

Before we turn to the prospects for the future, particularly as regards
the effect of demographic and related trends, two questions deserve to be
put briefly into perspective:

— the medium- and long-term trends of pension expenditure; and

— the share of rising costs that can be attributed to demographic factors
alone.
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For social security planners both questions, particularly the second
one, may be of considerable importance. This is because the growth in
the cost of maintaining the elderly, and the question of the ‘“‘afford-
ability”” of a given pension policy, is linked to many factors, of which
demography is only one.

International comparisons inevitably encounter the crucial problems
of compatibility and comparability of data. Absolute figures are less
comparable than the trends which emerge from their changes over time.

Tables 20 and 21 set out two key indicators of the past financial trends
of national pension schemes in Europe. The indicators chosen here are
(a) the time series of pension expenditure measured as a share of the gross
domestic product (GDP) for the industrialised market economy coun-
tries, or as a share of the net material product (NMP) for the centrally
planned economy countries, and (b) the indicator of the “real” (price-
adjusted) absolute growth of pension expenditure. These two sets of
figures were selected because they can be regarded as describing in a
nutshell the cost of state pensions in a given national context.

The figures shown in tables 20 and 21 suggest the following. The first
half of the 1970s was a period of fast growth in pension expenditure in the
majority of European countries. As explained earlier, during that period
the commitment of the State towards the elderly and the disabled was
enlarged: coverage was extended and benefits improved. During the
second half of the decade the growth of pension expenditure slowed
down in a number of countries, probably as a result of cost-containment
policies which began to be applied, and the fact that within several
programmes insured persons were earning more and more pension
rights.

Beginning in 1980 the data indicate that in the majority of countries
the share of pension expenditure in GDP tended to remain constant.
There are a few exceptions (Austria, Greece, Italy, Malta) to this general
trend, which seems otherwise to hold good for the various regions of
Europe.

The days when the European economies could accommodate growth
rates in their social security (pensions) outlay in excess of those of GDP
or NMP seem to be over in a large number of countries. Pension
expenditure as a proportion of GNP/NMP varied in 1983 between 5.8
per cent (United Kingdom) and 11.4 per cent (Netherlands). This range
of values reflects differences in policy objectives and benefit structure,
and in the demographic structure of the population. There may also be
minor variations resulting from different statistical definitions in individ-
ual national accounting systems.

Since the demographic factor is known to be only one among others
that are responsible for the past increase in pension expenditure, it is
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Table 20. Pension expenditure! as a percentage of GDP,2 1970-83

Subregion/country 1970 1975 1980 1983

Eastern Europe

Bulgaria 6.6 7.2 7.8 8.6
Czechoslovakia 8.0 7.8 9.9 10.8
German Democratic Republic 78 8.6 93 n.a.
Hungary 4.7 6.8 9.5 10.1
Poland 44 4.6 7.0 n.a.
Northern Europe

Denmark 5.0 6.4 7.8 8.0
Finland 3.7 5.3 6.2 6.8
Ireland 3.0 4.5 53 6.2
Norway 5.9 7.1 1.5 7.8
Sweden 53 7.3 9.7 10.4
United Kingdom 4.0 5.4 5.6 5.8
Southern Europe

Cyprus 1.3 2.8 2.2 n.a.
Greece 4.8 44 5.5 8.9
Italy 59 9.5 6.83 8.83
Malta 2.8 6.24 6.1 7.4
Portugal 0.9 3.2 5.4 5.7
Spain — 34 5.8 7.3
Turkey 04 0.3 14 1.7
Western Europe

Austria 7.2 8.0 8.8 10.9
Belgium 42 5.8 6.5 7.0
France 43 6.9 7.7 9.5
Germany, Fed. Rep. of 6.8 8.4 94 9.7
Luxembourg 6.8 8.5 9.8 9.8
Netherlands 7.2 9.3 11.2 114
Switzerland 4.1 7.3 7.5 7.4
USSR 5.5 6.7 7.3 7.3

! Includes in some cases the expenditure of complementary schemes. 2 In the USSR and in Eastern Europe the
GDP is replaced by the NMP. 2 Owing to reorganisation of the social security system the data are not
compatible with previous ones. * The national accounting system was changed.

Source: 1LO: The Cost of Social Security: Twelfth International Inquiry, op. cit.
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Table 21. Increase in real' aggregate pension? expenditure, 1975-83 (base year:
1970 = 100)

Subregion/country 1975 1980 1983

Eastern Europe

Bulgaria 145 185 n.a.
Czechoslovakia i 125 175 n.a.
Gérman Democratic Republic 149 191 n.a.
Hungary ‘ 240 278 n.a.
Poland ) 165 260 n.a.
Northern Europe

Denmark 151 213 n.a.
Finland 183 237 285
Ireland 207 296 352
Norway 150 201 219
Sweden 157 231 249
United Kingdom 145 182 218
Southern Europe

Cyprus 163 254 n.a.
Greece 114 172 273
Italy 186 165 219
Malta 280 617 660
Portugal 280 860 n.a.
Spain 1003 182 n.a.
Turkey 107 598 n.a.
Western Europe

Austria 136 175 225
Belgium 166 208 212
France 192 250 n.a.
Germany, Fed. Rep. of 138 185 183
Luxembourg 138 190 n.a.
Netherlands 156 223 220
Switzerland 188 209 214
USSR 150 200 214

! Expenditure adjusted by the respective national consumer price indices. 2 Includes in some cases the
expenditure of complementary schemes. 3 The base year for Spain is 1975, as figures for pension expenditure are
available only from that date.
«Source: ILO: The Cost of Social Security: Eleventh International Inquiry 1978-80, (Geneva, 1985), and preliminary
data of the Twelfth International Inquiry, op. cit.
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interesting to refer here to a recent OECD study® which attempts to
break down the overall rate of growth in pension expenditure into three
components:

— the impact of the demographic factor;

— the effects of extending coverage;

— the consequences of improving benefits.

This study covers only the major European market economy countries.
Its findings are shown in table 22.

Table 22 shows that, at least in the major market economy countries,
the increase in average real benefits was the major determinant of the real
increase in overall pension expenditure between 1960 and 1975, and even
in the period of lower growth rates (1975-81). Demographic change was
the second major source of expansion but far less important than the
combined effect of improvements in benefits and extensions in coverage.

Apart from the OECD study referred to above, available information
shows that there are good reasons to believe that the gradual increase in
the average benefit paid to retired and disabled people is also an
important factor influencing the overall growth of pension expenditure in
other countries. This is the case in Poland, where the average real pension
(i.e. adjusted for price changes) increased between 1970 and 1983 by 0.4
per cent per annum, or in Hungary, where the overall figure was + 5.4
per cent for the same period.

Given the demographic evidence shown in Chapter 1, and the fact
that most countries in Europe are likely to be showing restraint as far as
benefits are concerned, future changes in the age composition of the
population will probably have an increasing impact on the future real
growth of pension expenditure.

THE RELATIONSHIP BETWEEN DEMOGRAPHIC AND
ECONOMIC FACTORS INFLUENCING PENSION EXPENDITURE

The simplest way to break down into its components the cost of a
pension scheme financed on a pay-as-you-go basis in order to better
understand the role of demographic trends is to look separately at two
ratios:

(a) the number of pensioners as a percentage of the number of the active
members of the scheme (the “demographic rate”);

(b) the average benefit as a percentage of the average earnings (income)
of the members of the scheme (the “financial rate™).

In the context of the financial analysis of pension schemes, it has long
been demonstrated that under certain assumptions the product of the
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Table 22. Breakdown of growth rates of pension expenditure in selected European
countries (in percentages)

Country/ Real annual average Share attributable to:!
period growth rate of
pension expenditure Demographic Extension Increase
factors of coverage in average
real benefits
Finland
196075 1.1 2.8 0.04 8.0
1975-81 5.5 2.5 ~0.5 34
France
196075 7.7 1.9 1.9 3.7
1975-81 8.7 0.8 3.0 4.7
Germany, Fed. Rep. of
196075 6.3 3.1 -0.3 34
1975-81 2.1 0.9 1.4 -0.2
Ireland '
1960-75 8.2 0.7 1.5 5.9
1975-81 6.6 1.1 0.7 4.7
Italy
1960-75 9.6 2.6 0.3 6.5
1975-81 7.7 2.5 -29 82
Netherlands
1960-75 10.3 2.7 -0.2 7.6
1975-81 5.2 20 04 2.7
Norway
1960-75 12,1 2.1 2.8 6.8
1975-81 4.6 1.9 04 2.2
Sweden
1960-75 8.7 23 0.2 6.0
1975-81 6.9 2.7 23 6.9
United Kingdom
1960-75 59 1.6 0.9 33
1975-81 4.5 1.0 0.8 2.6

! The shares given here do not amount to a simple total of the real annual average growth rate, which was
calculated using a complex methodology.

Source: OECD: Social expenditure, 1960-1990 (Paris, 1985), Ch. 2.
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demographic rate and the financial rate, as defined above, is an indicator
of the average cost of the scheme in terms of a percentage of covered
earnings.

This relationship is recalled here without further development simply
to note that if one assumes that average benefits and insured earnings
maintain approximately the same relationship over time, then a signifi-
cant alteration of the number of elderly persons as compared with the
number of persons of working age will directly influence the future cost
of a pension scheme. Experience, however, shows that the so-called
“financial rate” is far from being stable in the context of European
schemes; for instance, in many countries average benefits will most
probably continue to rise, as insured persons earn more and more
entitlements and acquire additional years of insurance, residence or
contributions. Moreover, the trends in average earnings are not easily
predictable. We shall return later to the future outlook of the financial
aspects.

Using the statistical data from Chapter 1, it has been possible to work
out the future trend of the demographic component in Europe by using,
first of all, an approximate indicator—the gross dependency ratio, i.e. the
number of persons aged 60 and over as a percentage of those aged 20 to
59. Table 23 shows the values of this rate, as well as its expected increase,
between 1985 and 2025. It can be seen that the gross dependency ratio is
at present substantially lower in the USSR and in Eastern Europe than,

Table 23. Qld-age gross dependency ratios in European subregions, 1985 and 2025

Subregion Ratio of population aged 60 and over to
population aged 20-59

1985 2025 % increase
Eastern Europe! 29.1 42.7 +46.7
Northern Europe? 393 514 +30.8
Southern Europe? 30.7 46.1 +50.2
Western Europe* 34.1 57.9 +69.8
USSR 24.0 41.3 +72.1

! Includes Bulgaria, Czechoslovakia, German Democratic Republic, Hungary, Poland, Romania. 2 Includes
Denmark, Finland, Iceland, Ireland, Norway, Sweden, United Kingdom. 3 Includes Albania, Greece, Italy,
Malta, Portugal, Spain, Yugoslavia. * Includes Austria, Belgium, France, Federal Republic of Germany,
Luxembourg, Netherlands, Switzerland.

Source: ILO: Economically active population: Estimates and projections, 1950-2025 (Geneva, 3rd ed., 1986).
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for instance, in Northern and Western Europe. However, the expected
increase in this ratio over the next 40 years would be more substantial in
the USSR where, at present, the phenomenon of “ageing” is less evident.

The figures shown so far are not, however, sufficiently explicit or
informative in the context of pension policy planning. The reason is that
not all persons presumed to be active (on the basis of their age) are in
gainful employment and not all those who are presumed to be old have
retired from work or are drawing a pension. One must therefore examine
the forecasts available as regards labour force participation rates, by age
group, and consider the impact of the level of unemployment on future
pension costs.

Trends and projections of labour force participation rates, by age
group, are periodically established by the ILO. The last set of ILO
projections was made in 1985. These show, according to given assump-
tions, the proportion of persons in a given age group who are counted as
part of the labour force (although they may not necessarily be in gainful
employment) as compared with the total population in the correspond-
ing age bracket.

In past years labour force participation rates have changed consider-
ably in Europe. The proportion of persons aged 55 or more who
belonged to the labour force declined sharply between 1950 and 1985 in
all European subregions (see table A.6 in the statistical appendix). The
total for Europe declined from 51.2 per cent to 20.5 per cent. While
activity rates for men over 55 decreased in all subregions, the rates for
women followed the same trend, except, however, in Northern Europe.

The trend revealed by the figures on activity rates for the elderly can
be explained. First, the growth of social security pension provision in
Europe over the past decades has induced many people to retire from the
labour force. As mentioned earlier, retirement has gradually become
more “affordable”. Second, many European market economy countries
have introduced strong incentives in the recent past to encourage people
to retire earlier, the motivation being the desire to adapt the size of the
labour force to the declining demand for labour resulting from modernis-
ation and structural changes in the economy.

Looking then to the future, two observations can be made.

The first is that reference to the economic activity rates provides a
sharper measure of the likely future relationship between pensioners and
active persons than that obtained by projecting total population data
only, as was done in table 23. This is illustrated in table 24, which
compares the gross dependency ratios from table 23 (population aged
60 and over/age group 20-59) with those using labour force data. The
percentage increases between 1985 and 2025 are slightly higher in all
subregions of Europe if the latter measure is used.
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Table 24. Alternative forecasts of old-age gross dependency ratios in European
subregions (percentage change between 1985 and 2025)

Subregion Total population data Labour force data
60 and over Non-active 60 and over
20-59 Total active population

Eastern Europe +46.7 +56.7

Northern Europe +30.8 +36.3

Southern Europe +50.2 +55.1

Western Europe +69.8 +73.8

USSR +72.1 +73.6

Source: ILO: Ec ically active population . . . | op. cit.

The second observation is that even the above torecasts are not
entirely satisfactory from the standpoint of pension policy. In fact,
persons statistically counted as belonging to the labour force may or may
not be in gainful employment. The unemployed—whose numbers are at
present considerable in many subregions of Europe—cannot be counted
upon to support their contemporaries in retirement through the income
transfers set in motion by social security. Moreover, not all the elderly
counted in the projections as not belonging to the labour force are—or
will be—in receipt of a state pension (full or reduced).

Forecasts should therefore be adjusted to take these factors into
account as far as possible. Before doing so, however, it is worth looking
again at the earlier forecasts (table 24) and assuming, for the sake of
argument, that activity rates for the elderly (aged 60 and over), males and
females, had remained and would remain constant at the level observed
in 1960, that is, broadly before the early retirement incentives became
significant in the market economy countries of Northern, Southern and
Western Europe. For these subregions a revised forecast (B) is shown in
table 25 and compared with that given earlier (A).

As already said, the decrease in the economic activity rates was due to
a combination of two factors: improved pension arrangements, on the
one hand, and higher unemployment, on the other. This, of course, leads
to a kind of blurring of the influence of demographic factors per se. Thus
if the activity rates observed in 1960 for persons aged 60 and over
continued to apply in 1985—and if they were to remain unchanged until
2025—then the actual increase in the dependency ratio solely due to the
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Table 25. Alternative forecasts of the increase in the proportion of non-active
persons aged 60 and over to the total active population®

Subregion Ratio of non-active % change,
persons aged 60 and over 1985-2025
to aclive population

1985 2025
Northern Europe A 34.2 46.6 +36.3
B 30.3 39.9 +31.7
Southern Europe A 35.6 55.2 +55.1
B 313 39.1 +24.9
Western Europe A 36.7 63.8 +73.8
B 30.2 48.8 +61.6

' A: At current labour lorce participation rates (ILO projections); B: At 1960 labour force participation rates (1LO
projections).
/

Source: 1LO: Ec ically active poy ion. . ., op. cit.

ageing of the population would appear far less important, as shown in
table 25. In fact, it is unlikely that in future years activity rates could
possibly be “rolled back”™ to 1960 levels. However, this simulation helps
to understand the impact on future pension costs of the decline in activity
rates which took place in market economy countries between 1960 and
1985.

Let us now return to the influence of unemployment, which, as
explained earlier, further reduces the number of people who, through
their work, help to finance the cost of pensions.

A further adjustment of the forecasts to take into account the
expected rate of unemployment has not been made for all subregions.
For certain of them it would be inapplicable (i.e. Eastern Europe, the
USSR) and, in any event, the exercise is essentially speculative. A few
examples may be enough to support the suggested argument. The
countries chosen are the Federal Republic of Germany, the United
Kingdom and Yugoslavia. It has been assumed that in these countries the
level of unemployment in future years will remain constant at the level
recorded in 1985, namely 9.1 per cent in the Federal Republic of
Germany, 13.]1 per cent in the United Kingdom and 13.3 per cent in
Yugoslavia. An alternative forecast assumes that unemployment will
decrease in the future until full employment is reached in the year 2025.

The comparison between the alternative forecasts is shown in table
26. If between 1985 and 2025 unemployment could be reduced to zero in
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Table 26. Forecast of dependency ratios! in 2025 according to alternative un-
employment assumptions

Country Dependency  Dependency ratios in the year 2025
ratio
in 1985 Unemployment as in 1985 Full employment
Ratio % increase Ratio % increase
Germany, Fed. Rep. of 51.4 87.1 +69.5 70.1 +36.4
United Kingdom 55.2 68.0 +23.2 46.0 —16.7
Yugoslavia 39.8 68.2 +72.6 46.3 +16.3

-1 Ratio of non-employed persons (retired and unemployed) to the economically active population.

the countries selected, the increase in the dependency ratio (a major
factor in determining the cost of pensions and related benefits) would be
much smaller than if high rates of unemployment were to persist (and, in
the United Kingdom, the rate would even decrease).

This example supports the argument that a favourable economic
climate and a return to full employment could considerably ease the
demographic strain inevitably affecting pension systems in Europe.

A more sophisticated analysis—exceeding the scope of this short
chapter—would be required to understand the interdependence between
demographic and economic variables in the context of growing pension
expenditure. The rate of unemployment is only one economic factor
which is difficult to forecast. Mention should be made of the need to take
into consideration, for example, future trends in productivity, the health
status of the elderly and inflation—all of which are connected, directly or
indirectly, to the pension system and its future cost.

The fact remains, none the less, that an ageing population obviously
compounds the problem of finding an equitable and affordable approach
to the future guarantee of an adequate retirement income for the
population as a whole.

FINAL CONSIDERATIONS AND POLICY OPTIONS

The emerging financial imbalance of national pension schemes—
causing concern in a number of European countries if one looks towards
the end of the century and beyond—can and should be attributed to
various factors. One is the unfavourable evolution of the age structure of
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the population, which is affecting all the countries of Europe to varying
degrees.

While some argue that the ageing of the population is the major
concern of pension policy, others believe that projected demographic
trends—though indeed unfavourable—are not necessarily the major
destabilising factor of state pension programmes in the medium and long
term. They add that the discussion should focus on the collateral effect on
future pension costs of other factors such as: (a) the level of benefits and
the conditions for entitlement to a pension (including the crucial question
of pensionable age); (b) the capacity of the country to sustain economic
growth and high levels of productive employment; and (¢) the necessary
sharing of responsibility between the State, the individual and the
enterprise in provisions for old age (which include an optimum mix
between public and private participation), that is, the extent to which a
generation can and should save for its own pensions as opposed to
relying entirely on inter-generational transfers.

Faced with this multitude of inter-related policy options, and apart
from the imperative objective of overcoming their economic difficulties,
governments and the social partners have two sets of strategies to
consider:

— measures to gradually correct and combat the ageing process itself.
These “demographic’” means of action are as a rule beyond the
competence of social security policy per se. Incentives to increase
fertility, and measures to improve the financial and environmental
conditions for rearing children or stabilise the family, encompass a
much wider area of socia] policy although, as shown in Chapter 2,
social security has a definite role to play. The same could be said for
measures dealing with international migration as a means of correct-
ing the age distribution of a population.” Lengthening of the period
of working life (further discussed in Chapter 4) could also be
considered under this heading;

— measures applicable to the design and operation of social security
pension schemes, and more specifically the review and redirection of
those parameters of the pension system which in the long term are
bound to put an undue strain on available resources.

To assist in the design of such measures it was thought useful to
outline very concisely the range of policy options available to pension
planners who have to lay down the foundations for the sound financial
development of future pensions.

The options open to policy-makers when planning measures intended
to preserve or restore financial balance in public pension schemes
affected, inter alia, by unfavourable demographic developments may be
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directed towards either the sources from which schemes are financed or
the range of benefits provided. As a rule, of course, national authorities
will endeavour to devise a combination of measures embracing both
these strategies, it being clear that a pension system forms a whole and
that this makes it very difficult in practice to consider benefits separately
from their financial sources.®

Measures aimed at sources of financing

With the above reservation in mind, it may be useful to examine here
the main spheres of action available to national authorities in their efforts
to improve the financial outlook for pension schemes. The comments
which follow are of necessity very limited in their scope. The matter is
taken up in greater detail in another ILO publication, Firancing social
security: The options—An international analysis (Geneva, 1984), to which
the reader is referred. Furthermore, in order to give more tangible
substance to the measures listed here, reference—necessarily very brief—
will be made to countries which are planning to introduce them or have
already introduced them in the recent past. Some of these countries’
experiences of social security financing are described earlier in this
chapter in more detail (see pp. 86-94).

Intervention by the State with respect to financing mechanisms may
take the form of a review of the existing system in order to make
readjustments to its internal structure. Thus, the apportionment of social
security contributions (whether fixed uniform or wage-related contri-
butions) among the various branches may in some cases be revised,
particularly as regards the sharing of the social burden between enter-
prises and insured persons. In France, for example, contributions levied
on wages which, in 1967, represented just over one-third of the overall
old-age contribution (3 per cent out of 8.5 per cent) have progressively
been increased to 45 per cent of the total in 1987 (6.6 per cent out of 14.8
per cent of the ceiling wages plus 0.1 per cent of total wages under the
general schemes). Itis true, however, that, for obvious political and social
reasons, the scope for readjustment in this field is limited.

At the same time, some thought could be given to the extent to which
state budgets, financed by resources which bring into play solidarity
mechanisms extending beyond a particular group of wage earners or,
more generally speaking, beneficiaries, may be called on to make a more
substantial contribution to the financing of social benefits. This tech-
nique has already been employed on a number of occasions, mainly in
fields where the role of social security goes beyond mere occupational or
inter-occupational solidarity. This method, like the preceding one, has its
limits, which on the technical side relate mainly to the level and
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distribution of the existing tax load. It is true that changes might also be
envisaged which would result in a lessening of the role of the State, whose
share in the financing of old-age benefits would be reduced by increasing
recourse to contributions levied on wages or incomes. The Austrian
reform referred to earlier aimed to reduce the degree of state involvement
(complementary financing to balance the social budget) inasmuch as it
both changed the methods of calculating benefits and raised contribution
rates by | per cent (of which 0.5 per cent was to be paid by the wage
earner). Changes in the United Kingdom were also described earlier in
this chapter. Table 27 shows percentage changes in the state share of
social insurance receipts in various European countries between 1960
and 1983.

In several countries legislation still provides for a ceiling on contri-
butions, whereby wage-related contributions cannot exceed a given
maximum, usually calculated annually. It has often been claimed that
placing such a ceiling on contributions, which often—though not
always—goes hand in hand with a ceiling on benefits, not only limits total
social security receipts but may also discourage the use of unskilled
labour by increasing its relative cost.® Total or partial removal of the
ceiling on contributions may also be seen as having—in the short run—a
favourable effect on the funds available to pension schemes, since its full
impact on the cost of benefits will be felt only after a period which may be
longer or shorter depending on the criteria applied in calculating the
reference income. Similar reasoning can be applied when the ceiling rises
faster than levels of remuneration.

Lastly, inasmuch as certain periods of inactivity (maternity leave, sick
leave, unemployment, the rearing of children or occupational risks) may
be credited free of charge by pension schemes, it might be worth while to
explore the possibility of obtaining compensatory funding, either from
the State or from the social security branch which covers the contingency
for which the free pension credit is granted. This technique is already
being applied—partly at least—in some European countries, including
France (old-age insurance for mothers).

Apart from the above-mentioned technical readjustments, whose
scope is fairly limited, more substantial changes may be called for in the
financing of pension schemes.

Most European schemes operate on a pay-as-you-go basis. As explained
earlier in this chapter, this means that the contributions needed to pay
current pensions are levied on the income earned by the active population of
the moment. It is true that for general schemes it would not seem possible,
mainly for technical and financial reasons, to envisage a return to a purely
capital funding system (in which current contributions serve to fynd all the
future liabilities incurred by the working population of that year).
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Table 27. State participation in social security receipts, 1960-83 (as a percentage
of the total)

Country 1960 1965 1970 1975 1980 1983
Austria 13.7 18.0 20.0 21.6 15.9 20.3
Belgium 25.5 22.7 21.1 28.4 34.1 41.5
Bulgaria 8.0 16.6 34.0 6.1 19.2 n.a.
Czechoslovakia n.a. n.a. 96.1 96.2 95.0 94.1
Denmark 52.5 53.9 54.7 82.3 63.9 58.3
Finland 13.6 17.1 15.5 6.8 254 26.9
France 6.9 6.6 n.a. 6.3 9.2 10.6
German Dem. Rep. n.a. 313 385 47.2 49.7 44.8
Germany, Fed. Rep. of 17.7 222 16.8 22.8 19.5 14.6
Greece! n.a. 19.4 219 20.7 16.2 21.2
Hungary 37.2 41.7 27.8 n.a. 21.1 n.a.
Ireland 73.0 63.3 59.9 56.9 67.3 65.6
Italy 18.2 22.5 16.7 7.4 32.1 34.5
Luxembourg 16.9 18.7 21.4 19.9 22.0 19.0
Malta 60.6 65.4 61.4 44.7 39.7 38.7
Netherlands 5.9 6.4 8.7 12.4 20.0 12.9
Norway? 31.2 25.6 323 22.7 37.9 35.9
Portugal? 0.8 6.4 n.a. 1.9 6.5 7.8
Romania 326 314 423 322 43.6 29.6
Spain n.a. n.a. n.a. 43 13.9 20.1
Sweden? 54.7 429 33.2 349 36.7 374
Switzerland 9.1 14.7 16.4 14.9 16.1 n.a.
Turkey n.a. n.a. n.a. n.a. 11.6 5.1
United Kingdom 28.6 229 249 18.7 46.6 443
USSR n.a. 95.6 95.8 na. 96.7 n.a.

! Including earmarked taxes. 2 Including participation of local communities.
Source: ILO: The Cost of Social Security: Twelfth International Inquiry 1981-83, op. cit.

In particular, any sudden change-over from one financing system to
another is judged to be costly and complicated. Nevertheless, certain
elements of partial capital funding could, in some cases, be introduced or
reintroduced into pension financing without producing too brusque an
increase in the social burden: this would at least partly protect pension
schemes against the risk of a steep population decline, if not against
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depreciation in the real value of future benefits. This was the approach
adopted in Cyprus, which in 1980 introduced an earnings-related compo-
nent into its pension scheme: it was calculated that, if legislation
remained unchanged, partial funding would in the long run (70 years)
lead to equilibrium at lower rates of contribution than those needed to
finance a strictly pay-as-you-go system.

However, the reintroduction of capital funding elements into the
financing of pension schemes is hardly conceivable in countries in which
the burden of financing social security is already a heavy one. Such a
change would necessarily require a relatively long-lasting increase in
receipts from contributions, inasmuch as the active population would
have simultaneously to finance both current pensions and part of the
pensions to which they themselves would be entitled in the future.

Still on the subject of modifications likely to influence the final choice
of a financing system, attention should be drawn to certain alternative
financing arrangements, some of which have already been studied in
various countries. These are mainly based on a broadening of the
contribution base to include elements other than just wages (or occu-
pational income for the self-employed); inquiries have been made into the
expediency, inter alia, of introducing or reintroducing earmarked tax-
ation or of including the value added of the enterprise or the ratio of
capital to labour in the manufacturing process when calculating contri-
bution rates. The object of these diverse studies and attempts at
reorganisation was mainly to develop the resources from which social
security is financed without penalising employment and also, for some
risks at least, to dissociate the level of financing from the level of wages, in
an attempt to make allowance for the constraints on eligibility imposed
by the increased use of part-time labour. The studies are continuing, and
the arguments for and against these various options are multiplying
without, for the moment at least, any indication as to which of them will
prevail.

One possible variant of the preceding solution would be to introduce
a sliding scale for contributions on the basis of certain economic and/or
social criteria. For instance, it might be feasible to introduce a system
whereby labour-intensive enterprises would benefit from lower contri-
bution rates (or lump-sum rebates), the deficit in social receipts to be
offset by increased state intervention or by a surtax on capital-intensive
enterprises. Several examples of recourse to this method exist in Europe.
In Finland, for instance, the rates of employers’ contributions to pension
schemes take into account the payroll/capital depreciation ratio as a way
of favouring labour-intensive enterprises. In Norway employers’ contri-
bution rates are lower in areas where it is hoped to increase employment
in the interest of regional development. Belgium has introduced a system
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whereby part of the sums contributed by large firms are redistributed to
smaller enterprises. » _

Here again, the advantages and disadvantages of the method are the
subject of much debate, one consideration among others being that it
might implicitly encourage disinvestment or discourage modernisation.

However many the factors to be taken into account, the very
existence of the technical options briefly listed here shows that, in
principle, governments are not defenceless when it comes to dealing with
a deteriorating demographic situation—at least as far as their capacity to
influence methods of financing pension schemes is concerned.

In addition to measures designed to influence financing, mention
should be made here of the possibility of introducing changes in the
sharing of responsibilities between the public and private sectors. To be
more explicit, such changes would aim to direct compulsory public
schemes (and use of the corresponding receipts) more towards the
satisfaction of basic needs, by placing the emphasis on the granting of
minimum guarantees, while at the same time leaving more freedom of
action to complementary schemes, whatever their nature.

Measures aimed at the provision of benefits

Such a change of orientation will obviously have repercussions on the
level of social security benefits. Nevertheless, even if they decide not to
adopt this particular line of action—or consider it inadvisable—policy-
makers still have at their disposal various ways of rationalising benefit
provisions: all this does not, of course, take into account the political and
social constraints, which in this field often weigh heavily in the balance
and to which ample reference has already been made.

Regarding benefits as such, here again decision-makers wishing to
exercise firmer control over the growth of pension expenditure have a
choice of several areas in which intervention might seem desirable, even
though it may not always be feasible in a given national context. The fact
is that, whatever the political and social climate of the moment, systems
of social protection form part of a society’s cultural heritage; in other
words, it is hardly possible to contemplate overthrowing the basic
philosophy underlying the conditions of eligibility for, and the methods
of calculating, benefits. Such action would almost certainly run counter
to the social security ““model” built up over the years by the national
community and would inevitably arouse grave misgivings, to say the
least, or even lead to serious rifts in the country’s social fabric.!?

Subject to this reservation—which is an important one—one of the
first options available to public authorities seeking to rationalise benefit
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provisions is to establish a closer relationship between receipts from
contributions and the cost of the pensions paid out. In many cases, the
current provisions include such methods of calculation that the duration
of, and income derived from, contributions have very little influence on
the value of the benefits provided. Rights to benefits are created with no
guarantee that the funds needed to honour them will be available:
obviously, with time, this can lead to serious imbalances in the financing
of pension schemes. Among the possible corrective measures are a
lengthening of the residence or activity period conferring the right to a
full pension, or a lengthening of the contribution period for calculating
the reference earnings. One example of this is Spain, where the qualifying
period for receipt of a pension has been raised from ten years to 15. In
Austria pensions are now based on the earnings of the ten years prior to
retirement (instead of five years).!! Other European countries have
already introduced or are thinking of introducing similar measures.
Special attention might also be paid to the level and financing of certain
specific advantages (credits for having children or for war years, periods
considered equivalent to wage-earning periods, etc.), which already exist
in a number of pension schemes.

There is, however, no doubt that the most sensitive debate on the
subject of the relationship between contributions and pensions centres
around the fixing of a minimum pension. With a guaranteed minimum
pension, the link between the level of benefits granted and that of the
contributions paid is quite clearly non-existent. However, if this debate is
so sensitive, it is obviously because a guaranteed minimum revenue for
the aged and/or impoverished members of the population lies at the very
heart of the solidarity principles on which social security systems are
based; to call into question the merits of this minimum guarantee would,
in a way, be to undermine the very foundations on which the institution
has been built up. But there is no reason why the conditions of eligibility
for a minimum pension within the framework of a contributory scheme
should not be a subject for investigation, at least from the point of view of
the origin of the resources needed to finance it (occupation-based
contributions or state budget). This question has been raised in the past,
in France, for instance, where the social security system to some extent
relies on the transfer of state funds to finance certain minimum benefits.
It is also being widely discussed in Norway, as part of the current debate
on the future of that country’s pension insurance system (see notes 5 and
8 at the end of this chapter).

Another possibility open to national authorities anxious to preserve
or improve the financial equilibrium of their pension schemes is to
introduce greater flexibility in the age at which benefits become due or to
reconsider the “normal’ age for the acquisition of pension rights. It is
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true that to raise the pensionable age is, politically, a very difficult thing
to do, since it would be considered an affront by the social partners, who
would see it as an attack on their basic acquired rights. Thus, the Belgian
Government’s plans some years ago to raise the pensionable age for
women to bring it into line with that of men have still not come into effect
(see page 89). In Switzerland discussion on the same subject has come up
against considerable opposition from trade unions and several political
parties. In fact, as can be seen from the examples given on pages 82-83,
wherever changes have been made in statutory pensionable age, the
tendency has been to lower it rather than to raise it.

The introduction of greater flexibility in the age at which pensions can
be drawn would seem to be an easier option, in that it makes more
allowance for individual preferences. Mention has already been made of
the steps in this direction either already taken or planned in Denmark,
Finland, France, Hungary, Norway and Sweden. In France an Act
passed in 1987 actually forbids the inclusion in collective agreements of
any provisions stipulating a compulsory age for retirement. Such
measures may be effective in that they make it possible to postpone the
average age at which workers actually retire, on condition of course that
they are accompanied by other arrangements (e.g. the adaptation of jobs)
which would enable ageing workers to continue in employment. Pro-
visions which allow workers to draw partial pensions while continuing to
work on a part-time basis, although not yet very widely accepted, also
hold out some promise for the financial future of pension funds by
reducing their immediate costs.!?

A series of other measures can of course be envisaged, as required, by
policy-makers seeking ways to rationalise benefit provisions. The for-
mula for calculating pensions can be considered from angles other than
just the qualifying period. In addition to the examples already provided,
it is worth noting that in Switzerland, where there is no ceiling on
contributions, the benefits themselves are calculated within the limits of a
maximum reference income. But it is clear that, whatever the national
context, it would be extremely difficult to gain acceptance of any
sweeping changes in methods of calculating pensions unless they were
offset by social gains in some other field: any adjustments, then, must of
necessity be limited in their financial scope.

The margin for manoeuvre would seem to be somewhat wider with
regard to the adjustment of current pensions, in that measures limiting
improvements in pensions strictly to the maintenance of their purchasing
power could be looked on as a socially acceptable compromise; the steps
in this direction taken in Austria and Belgium have already been referred
to. Similarly, restrictions on the simultaneous drawing of wages and
pension can often be introduced without too much social upheaval.!?
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In fact, all the measures referred to here are essentially adjustments of
existing systems. It is, however, possible to imagine other solutions, of
wider scope, aimed at redefining the role or even the very nature
of general pension schemes. For example, changes could be made with
regard to the respective responsibilities of the State and other parties
(local communities, enterprises and occupational groups) and of individ-
uals in the provision of pensions. Here again, the matter is a very sensitive
one; it is under discussion in a number of countries, often being referred
to by the generic term of ‘““privatisation” or the “withdrawal of the
State”’. This is far too vast a subject to be dealt with in this chapter,
though in view of its importance it is worth mentioning.'* Similarly,
there is much debate in many countries on the possibility of sharing the
task of income security between social security systems and social
assistance mechanisms, the latter being the more flexible in that they do
not really generate individual rights; discussion is also under way on the
feasibility of making more benefits dependent on the required resources
being available within the social security system itself. This debate will no
doubt continue to agitate the world of social security over the coming
years; its importance is such that it would be worth while devoting
specific studies to the subject.!

* *

However that may be, the list of options described in this section
shows how broad is the spectrum of the theoretical solutions open to
decision-makers, whether they decide to tackle the problem from the
financing angle or from that of the benefits to be provided by the
pensions branch. The list may not be exhaustive, but it reflects the broad
direction of the studies, proposals for reform and legislative changes now
contemplated in Europe.

Naturally each country’s specific historical, cultural and social con-
ditions will dictate the set of choices and the margin for manoeuvre
allowed by economic constraints. At any event, the commitment to
promoting social justice—which is one of the fundamental principles of
the International Labour Organisation—suggests that in the process of
adaptmg social securlty to a changing society, policy-makers should be
guided in the pension area by a few basic criteria, such as:

— a fair and equitable distribution between all citizens, at any given
time, of the financial support required by pension policies;

— the allocation of resources in a way that ensures the protection of
those categories of the population with the greatest needs;

— the spreading, as equitably as possible, of the cost of pensions
between successive generations;
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— consideration of the social protection of the elderly not in isolation
but within the broad framework of all social security needs of the
population.
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12 Asearly as 1976, T. G. Staples drew attention to the possibility of an integrated definition of
eligibility for pensions in which age would be only one one factor among many, such as working
conditions, state of health or loss of earnings. See “Trends in the definition of risk in old age
and invalidity schemes™, in International Social Security Review (Geneva, ISSA), No. 2, 1978,
pp. 173-186.

13 A “solidarity contribution” penalising the simultaneous drawing of wages and pension was
introduced in France in 1983, at the same time as the normal pensionable age was reduced, on certain
conditions, from 65 to 60 years. This provision was annulled in 1986.

14 See, inter alia, ISSA: Conjugating public and private: The case of pensions, op. cit.
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'S The debate on the “‘guaranteed social minimum" obviously forms part of this theme. In
Western Europe five countries had introduced an all-in payment of this nature before 1988: the
Federal Republic of Germany (1962), the United Kingdom (1966), Belgium (1974), Denmark (after
1933) and the Netherlands (where the minimum guaranteed income for a couple without children is
equal to the minimum wage and for a single person 70 per cent of that amount). In France a draft Bill
brought in by the Government in May 1988 aims to extend to the whole country the minimum wage
introduced several years ago on an experimental basis in a number of municipalities.
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THE AGEING OF THE POPULATION IN EUROPE
AND THE COST OF HEALTH CARE

The predicted ageing of the population in Europe will have repercus-
sions on all aspects of family, social and economic life. This chapter is
devoted to the problems this ageing will raise with regard to health: it
examines the ways in which health care systems may be adjusted and
medical expenditure financed.

After a brief description of the general characteristics of schemes for
the collective coverage of health expenditure in Europe, it will attempt to
assess the impact of increased numbers of older people on the demand for
medical care. This assessment will be based on the data available as
regards both the expected demographic developments in Europe over the
next 30 years and the level and structure of medical expenditure in
relation to age. It should be pointed out here that the scarcity of data on
the subject has made it impossible to provide more than just a few
numerical examples; these do, however, indicate the broad trends in
most, if not all, European countries.

This first part will be followed by a discussion of past and possible
future policies for the provision of care designed to meet the specific
needs of older people, and for the financing of such care. Examples from
various European countries will be given, although the study does not
claim to provide an exhaustive catalogue of all the measures taken over
the past few years.

COLLECTIVE COVERAGE OF MEDICAL EXPENDITURE
THROUGH SOCIAL SECURITY SYSTEMS AND
THE PROVISION MADE FOR THE ELDERLY

Although this chapter of our study on the inter-relations between
demographic development and social security in no way sets out to
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analyse all the methods by which European countries provide collective
coverage of health care expenditure or access to medical care, it may be
useful to start with a very general survey of the main provisions adopted
by them. In addition, in order to facilitate understanding of the specific
problems faced by older people, some explanations with regard to these
provisions—again very general—will be given concerning their position,
and that of retired persons in particular.

It may be assumed that social (or collective) coverage of health care
expenditure is provided by one of the following forms of organisation!—
optional health care schemes, compulsory health insurance, national
health insurance or national health services.

An optional health scheme implies that it is up to the individual to
decide whether or not to belong to an insurance institution guaranteeing
the coverage of his or her health expenditure. This type of scheme is very
rare in Europe, at least as a form of basic or main coverage. It is
nevertheless the rule in Switzerland, where the relevant federal legislation
has not instituted compulsory health insurance. Therefore, in most of the
territorial subdivisions (cantons), citizens are not required to take out
insurance; however, in accordance with federal legislation, some cantons
have made health insurance compulsory, but generally only for those in
the lowest income groups. Although most of the residents are in fact
covered by health insurance, this is mainly because they themselves have
decided to take this step.

Apart from the fact that such insurance is individual rather than
family based, funds are able to impose a form of selection on the risks
they insure; they may, for example, turn down applications for member-
ship made by persons over a certain age and express ‘“‘reservations”
about providing coverage for illnesses existing before membership.

Compulsory health insurance makes entitlement to medical care (or
the reimbursement of expenses incurred) subject to the payment of
contributions by the insured persons and, if need be, by the employers.
Although this type of system has been losing ground over the years,
geographically at least, and giving way to more universal schemes, it is
nevertheless still in force in many countries such as Austria, the Benelux
countries, France, the Federal Republic of Germany and Yugoslavia.

National health insurance differs from compulsory health insurance
mainly in that, apart from its universal nature, it does not make
entitlement to benefit subject to the payment of contributions, even when
the system of compulsory contributions exists. This kind of scheme may
be financed in various ways, for example, by state subsidies, by income-
related as opposed to merely wage-related contributions by the insured
person, and by the standard employers’ and/or wage earner’s contribu-
tions. It is found in Finland (out-patient care), the Netherlands (long-
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term care), Norway and Sweden (covering the whole of the resident
population).

Although national health services are also universal schemes and, in
principle, cover the full range of preventive and curative care, they differ
from the systems mentioned above in that it is one and the same body
which finances and dispenses care, in this instance the public authority.
Apart from this common feature, national health services may vary
considerably depending upon the country, and may or may not co-exist
with private health care systems or with one or several different health
insurance schemes. At present, national health services are very wide-
spread in Europe and may be found in all the subregions of the continent,
including the United Kingdom (which was the forerunner in Western
Europe), Greece, Iceland, Italy, Portugal and almost all the Eastern
European countries.

Following this short description of the organisational arrangements
for collective coverage of health expenditure in Europe, any study of the
links between demographic development and medical care must necess-
arily include a brief survey of the specific situation of older persons under
these schemes—retired persons in particular.

It is hardly surprising that insurance schemes based on a national
health service or on national health insurance treat pensioners, very
generally speaking, in the same way as all other residents. There may,
however, be some slight differences, as for instance in Ireland, where the
ceiling on incomes, beyond which a person is no longer entitled to what is
called “full” coverage, is higher for pensioners than for those gainfully
employed, and in the United Kingdom, where deductions are made from
the pension in the case of long-term hospitalisation. In the Eastern
European countries pensioners, or some categories among them, some-
times come under slightly different rules from those applying to the
gainfully employed.

Under compulsory health insurance schemes, specific regulations
may be applied to pensioners, especially with respect to financing. For
instance, health insurance contributions are deducted from pensions in
Belgium (provided that the pension does not then fall below a prescribed
minimum), France, the Federal Republic of Germany? (where a scheme
was introduced in 1983, and rates increased by stages up to 1985) and
Luxembourg (where the contributions are shared between the pensioner
and the pension fund). In Yugoslavia the financing of pensioners’ health
care is met totally by the institution providing the benefit, in the form of a
contribution paid to the local health insurance association.

Finally, as regards optional health schemes, mention has already
been made of the restrictive measures which may be applied by health
insurance funds on grounds of age or pre-existing illnesses.
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Furthermore, in many cases, older persons or pensioners are entitled
to more favourable benefits than other insured categories, under condi-
tions which will be briefly described later in this chapter.

DEMOGRAPHY, HEALTH AND MEDICAL EXPENDITURE

Given the slowing down of economic growth experienced lately by
most European countries, the predicted increase in the number of older
persons is giving rise to growing fears about how social protection in
general—and health care coverage in particular—is to be financed. In
order to measure the extent of the problem, at least approximately, the
study must take into account the population projections for the coming
years and current knowledge concerning the changes in health and health
care needs that accompany advancing age. The data given in Chapter 1
will serve as the basis for the calculations. There is no need to remind
the reader here of the obvious trend towards the ageing of Europe’s
population; this is made quite clear throughout the study.

The health of older persons

The statistical findings of studies carried out in various countries on
the relationship between demographic variables and a population’s state
of health have led their authors to a number of conclusions which do not,
however, always coincide. Nevertheless, there is general agreement on
the following points:

1. The health of older persons cannot be described as that of a
homogeneous group; whatever the lower age limit assigned to the group,
it will always contain some individuals who are younger and some who
are older; their state of health and their requirements in the way of
medical care may vary widely according to sex, family background, and
social and economic milieu.

2. The morbidity of older persons is characterised by a multitude of
pathological states: a survey from the United Kingdom3 reports an
average of 3.5 serious conditions for old people living outside hospitals
and six for those in hospital.

3. The average number of illnesses per person increases with age: in
1980 in France, persons questioned declared the existence of 1.7 illnesses
between 2 and 15 years of age, 2.4 between 16 and 39, 4.3 between 40 and
60, 6.2 between 65 and 79, and 6.4 after the age of 80.4

4. The morbidity of older persons is composed both of major chronic
conditions’—cardiovascular disease, cancer, diabetes, high blood pres-
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sure, osteo-articular disease, respiratory diseases—and by less serious
complaints, such as sight and hearing disorders, which nevertheless
disrupt everyday life. Among the psychiatric illnesses affecting the
elderly, the most frequent is Alzheimer’s disease (senile dementia), for
which there is at present no known treatment and which, therefore,
attracts particularly close attention. It has been calculated that dementia
may affect as many as 6.3 per cent of those in the over-65 age group, the
rate rising from 2.1 per cent between the ages of 65and 69 to 17.7 per cent
after the age of 80.6

5. Itis mainly very old people, especially those over 75 or 80 years of
age, who suffer the really serious problems of disablement or depen-
dency.” An inquiry carried out in Gothenburg (Sweden) among 70 year-
olds revealed that most of them were in good physical and mental shape,
that only 3 per cent needed to be in an institution and that 18 per cent
needed help in their own homes. In the Netherlands in 1984, 83 per cent
of men and 80 per cent of women between the ages of 65 and 69 reported
no limitation of their activities, these proportions falling to 62 per cent
and 47 per cent respectively for those over 80 years of age.

6. It is after the age of 75 or 80 that home treatment becomes more
difficult and institutional care becomes more frequent. In the Nether-
lands in 1980, the percentage of old persons in institutions was 8.1 for the
over-65s in general, ranging from 0.6 per cent between the ages of 65 and
69 and 41.2 per cent after the age of 90;8 at all ages the rates were higher
for women than for men. In France 9.1 per cent of people over the age of
75 were living in institutions whereas, for all those aged 60 and over, the
proportion was only half as great (4.7 per cent).® In Sweden 1 per cent of
all 65-69 year-olds were cared for in institutions, the percentage rising to
31 per cent for the over-80s.1° In the German Democratic Republic the
number of places provided in long-term care establishments was, in 1983,
4.5 per cent of the total number of persons in the corresponding age
groups. It is estimated that in Czechoslovakia 6 per cent of retired people
need more or less permanent social or medical assistance and that 3 per
cent should, for health reasons, be in institutions providing long-term
care. In 1984 Hungary reported 2 per cent of persons over the age of 60 as
living in institutions, the percentage being twice as high for men as for
~ women. Of the total number, however, the rates for those over the age of
70 were 49 per cent for men and 72 per cent for women: this would seem
" to indicate that women enter such establishments later in life than men.!?

7. Although the life expectancy of women is-about eight years higher
at birth than that of men, and a little over three years higher at the age of
60, women claim to have more illnesses than men; indeed, there is a
higher level of disability among women than among men.!?2
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8. In general, the elderly tend to underestimate the seriousness of
their illnesses and to look on any discomfort as ‘““normal”. A survey
carried out by the World Health Organization (WHO) in 15 districts or
regions of Europe!3 has revealed wide variations between the numbers
declaring themselves as not being in good health. Among men from 65 to
69 years of age, for instance, the proportion making this assertion was 41
per cent in Brussels, but only 19 per cent in nearby Leuven. The highest
proportions (more than 70 per cent considering themselves not to be in
good health) were found in Tampere (Finland), Bialystok (Poland) and
Kiev (USSR). It should also be noted that the percentage of persons “not
feeing well” sometimes declines with age, a seeming paradox which may
bear out the hypothesis that very old people underestimate the gravity of
their illnesses (see table 28).

9. During the past few years, life expectancy at birth has made great
advances in Europe, as can be seen from figures 2 and 3. It has increased
from 65.3 years (1950-55) to 72.2 years (1980-85), reflecting the drop in
mortality rates for almost all age groups. Between 1970 and the early
1980s, life expectancy at 65 years of age also rose, with an increase of 1.1
years for women and 0.6 years for men (figures 2(a) and (b)). In the case
of older people, the drop in overall mortality was mainly apparent after
1970, being linked to a fall in mortality rates from cardiovascular disease.
The case of the USSR is also worth noting; following the introduction
in 1985 of certain measures designed to promote healthier life-styles,
the overall mortality rates from 1986 onwards declined from 10.6 to
9.7 per cent.

But can life expectancy be used as an indicator of a population’s state
of health and of improvements in this health? At present, there are
differing views on the subject. Some believe that the extension of life
expectancy and improvements in health have gone hand in hand and that
the state of health of a 70 year-old today is much better than that of a
60 year-old 25 years ago.!* This bears out the finding that, in the Parisian
region of France, the proportion of old persons unable to lead a normal
life has fallen from 50 per cent to 29 per cent in 15 years, as a result of a
decline in the numbers suffering from serious disabilities—and this
despite an increase in the number of minor handicaps.!s

There are those who reject this optimistic point of view, claiming that
the progress achieved with regard to mortality rates, by keeping diseases
in check rather than curing them, has not brought about a corresponding
increase in active life expectancy but has led to a high level of chronic
morbidity and handicaps amongst the survivors. This theory is, however,
to some extent invalidated by the effect of maintaining older people in
their jobs—with suitable adaptation of their working conditions—as is
done in most of the Eastern European countries.
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Table 28. Percentages of elderly people not feeling healthy (in representative samples)

Area/district Age group (years)

Men Women

60-64 6569 70-74 75-79 80-84 85-89 6064 6569 T0-74 75-79 80-84 85-89

Brussels (Belgium) 55 41 33 65 63 20 59 54 48 55 60 45
Leuven (Belgium) 21 19 22 23 19 16 26 19 35 21 17 17
Berlin (West)! 47 44 46 55 56 57 48 50 64 66 67 66
Tampere (Finland) 70 79 68 59 70 65 66 76 65 71 77 61
Midi-Pyrénées (France) 31 27 29 33 27 29 30 36 36 39 41 37
Upper Normandy (France) 17 33 25 29 43 14 29 40 41 44 4] 57
Rural Greece 42 46 56 64 69 83 55 68 81 73 76 81
Florence (Italy) 13 24 31 18 17 20 37 38 32 34 39 36
Low Ombrone (Italy) 41 29 33 41 33 47 56 49 54 51 59 51
West Amiata (Italy) 28 33 24 33 34 31 39 28 44 47 32 28
Bialystok (Poland) 55 72 77 77 86 — 69 73 78 81 89 —
Bucharest (Romania) 67 65 74 90 81 89 86 86 91 88 89 90
Kiev (USSR) 72 75 82 81 79 88 83 84 90 89 91 94
Belgrade (Yugoslavia) 35 42 42 52 45 52 45 50 57 57 62 59
Zagreb (Yugoslavia) 65 55 74 69 76 67 66 73 72 76 85 78

! The interests of Berlin (West) are represented in the International Labour Office by the Federal Republic of Germany.
Source: WHO, Regional Office for Europe: The elderly in eleven countries: A socio-medical survey, Public Health in Europe, 21 (Copenhagen, 1983), table 18.
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Figure 2(a): Changes in life expectancy for women between 1970 and 1979-83!

0.1-0.6 0.71.2 1.3-1.8 1.9-2.5

rrrrrrrrrrrrrrrrrrrrrrrrrrrrrrr
Source: Data provided by the WHO Regional Office for Europe.
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Figure 2(b): Changes in life expectancy for men between 1970 and 1979-83!

Y == [

0.1-0.6 0.7-1.2 1.3-1.8 in years

Y Yoars vary from country to country.
Source: Data provided by the WHO Regional Office for Europe.

125



From pyramid to pillar

Figure 3(a): Life expectancy at age 65 for women, 1979-83"

= [ .

14.8-16.3 16.4-17.9 18.0-19.5 in years

* Figures not available

) Years vary from country to country.
Source: Data provided by the WHO Regional Office for Europe.
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On the subject of older persons’ state of health, there are other
questions which are much debated:

— Does the decline of health with age reflect an inevitable ageing process
or does it result from the building up and interaction of illnesses
which might have been treated or prevented? If the latter is the case,
early diagnosis of pathological conditions at all ages and their early
treatment could limit the ill-effects and help to improve the health of
the ‘elderly.

— Has medical care contributed significantly towards lengthening life
expectancy or do the improvements recorded rather reflect enhanced
life-styles and better economic conditions?

— Can it be envisaged that life expectancy will continue to rise in the
coming years or will it level off ? Similarly, will there be improvements
in health, especially that of very old people?

It is to be hoped that analyses of population groups over time will
enable researchers to find clear answers to these questions. Such issues
are crucial in projecting the health needs of ageing populations and
establishing policies that will enable these needs to be met, either by
improving the access of older persons to medical care as a whole or by
giving priority attention to organising facilities in the institutions that
will look after them.

Medical expenditure according to age and sex

In many countries statistics drawn from surveys or administrative
sources show quite clearly that the level and structure of medical
expenditure vary considerably according to the demographic factors of
age and sex. Depending on the nature of the information provided by
these sources, analysis may be more or less elaborate. All the studies
show that expenditure is highest for very young children and older
persons, with a rapid increase after 45 years of age; some of them use
more detailed age groups and categories and are therefore more refined in
their results.

To describe the links between demographic variables and health care
consumption, reference will be made at this point to data concerning the
Netherlands and France, which illustrate three aspects particularly well:
variations in levels of health care consumption according to age and sex;
their differential development over time; and the contribution of various
demographic groups to medical expenditure. It may be assumed that the
studies carried out for these two countries have a wider scope, and their
resulss are set out in table 29.
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The main findings are as follows:
— in both countries, older people have far greater recourse to medical
care than younger people and this gap widens with age. This is
particularly the case in the Netherlands, where the effect of long-term
care in nursing homes is more fully covered in the statistics;
— women have a completely different age-related medical profile from
men, due naturally to the influence of child bearing on the health-care

consumption of the 1544 age group;

Table 29. Variations in medical expenditure by age and sex, France, 1980, and the
Netherlands, 1982 (index of medical expenditure per head: 100 = 15-44

age group)

Age group Overall health care
Men Women
France Netherlands France Netherlands
Under 15 years 105.4 108.8 61.7 71.6
15 to 44 years 100.0 100.0 100.0 100.0
45 to 64 years 221.7 172.3 133.3 126.7
65 to 74 years 366.9 318.2 198.3 221.2
75 years and over 395.3 648.9 206.3 508.7
All ages 156.7 148.7 121.1 133.4
QOut-patient care
Men Women
France Netherlands France Netherlands
Under 15 years 112.6 100.9 64.1 62.1
15 to 44 years 100.0 100.0 100.0 100.0
45 to 64 years 206.8 143.6 144.0 99.6
65 to 74 years 361.0 172.3 191.2 140.5
75 years and over 330.8 248.8 223.3 223.8
All ages 152.2 118.5 124.7 102.7

129



From pyramid to pillar

Table 29. (cont.)

Age group Institutional care
Men Women
France! Netherlands? France! Netherlands?
Under 15 years 97.3 116.7 59.5 81.8
15 to 44 years 100.0 100.0 100.0 100.0
45 to 64 years 238.2 198.0 122.8 154.8
65 to 74 years 373.5 447.3 205.4 305.4
75 years and over 466.8 1005.7 189.4 804.4
All ages 161.8 175.8 117.5 165.4

L Covers mainly short- and medium-term hospital care. 2 Covers care provided in hospitals and nursing homes.
Sources: France: INSEE-CREDES Inquiries 1970 and 1980. Findings analysed and published mainly by the
National Institute of Statistics and Economic Studies (INSEE) and the Centre for Research, Studies and
Documentation on Health Expenditure (CREDES) (formally Medical Finances Division of CREDOC);
Netherlands: Central Bureau of Statistics.

— variations in age-related medical expenditure are more or less pro-
nounced according to the type of care dispensed, with growth rates
seemingly more rapid and earlier for institutional care (hospitals and
nursing homes);

— as regards out-patient care, French experience has shown that the
widest divergence between age groups would seem to occur in the
consumption of pharmaceuticals.

Figures 4 to 8 illustrate these points quite clearly.

It should be recalled, furthermore, that a survey also carried out in
France from 1970 to 1980'¢ revealed that health expenditure over a
period of time increased more rapidly for old people and young children
than for the population as a whole; in other words, the higher the initial
consumption of a specific age group, the more pronounced will be its
relative increase over time. This finding should, of course, wherever it is
borne out by the facts, be taken into account when making projections
for the consumption of health care by what is expected to be an ageing
population.

Although the results of the surveys carried out in France and the
Netherlands cannot, naturally, be directly applied to other countries,
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Figure 4: Variations in medical expenditure by age and sex, the Netherlands, 1982
(per head, in guilders)
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Figure 5: Hospital admissions by age and sex, the Netherlands, 1983 (number per
100 persons)
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Source: The Netherlands, Central Bureau of Statistics.

they nevertheless provide an interesting basis upon which to build future
projections. It might be relevant to point out here that these data are
partially borne out by the findings of less comprehensive surveys
conducted in other countries.

Thus, in the United Kingdom, average expenditure on persons aged
65-74 was, in 1981-82, 1.8 times the average for the population as a
whole. In the Federal Republic of Germany this average was 2.5 times as
high for the over-75s, and 7.8 times when hospital care was provided. In
Finland, in the early 1980s, the average number of days spent in hospital
annually was 2.3 for the under-65s, 12.4 for persons between the ages of
65 and 74, 29.5 for those aged between 75 and 84, and 91 for those aged
over 85.17

When thus comparing the level of medical consumption of different
age groups and attempting to project the findings of this comparison into
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Figure 6: Visits to general practitioners by age and sex, the Netherlands, 1983/84
(number per person)
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Source: The Netherlands, Central Bureau of Statistics.

the fairly distant future, it must be borne in mind that the ““generation
effect” probably influences to a great extent both the attitude of sick
elderly persons and their families towards medical care and the behav-
iour of those caring for them. An older person’s state of health is
obviously linked to various social and environmental aspects of the life
led by the individual up to that point and to his or her current social and
economic integration, as well as to former illnesses and the way they were
treated.

Similarly, the way in which the older person views his or her
symptoms and decides to have them treated depends both upon adjust-
ment to present-day economic and technological conditions and upon
attitudes that date from a very different period. The question therefore
arises whether the medical consumption of old and very old persons,
although relatively high, always meets their needs.
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Figure 7: Medical expenditure by age, France, 1980' (per head, in francs)
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There is probably less incertitude on this point in countries which,
like a number of Eastern European countries, dispense medical care
within the general framework of a national health system but by districts
or subregions sufficiently small to permit individual home-based follow-

up care of old people

by skilled personnel.

Some examples are Czechoslovakia, the German Democratic
Republic, Romania and the USSR. In Czechoslovakia, for instance,
when the percentage of old people in a particular district is high, a district
geriatric specialist is appointed and assisted by expert paramedical staff.
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Figure 8: Index of medical expenditure by age, France, 1970 and 1980 (index: 100
=age group 5-9 years)

600
l‘\‘
/’ \\
500 A .
/ \
/‘ s
15@ e \
U4
400 -
/
4
,I
300 7 A
A /'1970 /
\ /
\
200 |— et
\\ R \
\ /
100 Y I g
N
0

0-2 2-4 5-9 1044 1519  20-29 30-39 40-49 50-59 60-69 70-79 80-89 90 +
Age group
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Does the ageing of the population necessarily entail
a sharper increase in medical expenditure?

The ageing of the population is often held up as a factor which will
cause even greater imbalances in health care budgets, because it is
believed that it will contribute to the increase in medical expenditure and
the corresponding benefits, without being offset by increased resources—
all this in a climate in which the financing of collective social protection
agencies may run into difficulties, mainly because of the slowing down of
economic growth. Systems which are not financed from contributions
are, of course, also subject to constraints which can, broadly speaking, be
linked to the growth rate of national income and the ways in which it is
put to use.
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This theory is so bound up with the view—based on observation—
that medical consumption is higher among older people that decision-
makers, when considering how to cope with this problem, fail to look
into the quantitative dimension of the trend. However, existing data, of
which a brief summary appears earlier in this chapter, enable us to
evaluate the direct effect that the ageing of the population has on health
expenditure according to different hypotheses.

Two of these hypotheses are considered here: the first is that the
relative variations in average medical consumption between the various
age groups, as can be observed at present, will be maintained in the
future; the second, in line with the analysis of past trends, is based on an
accentuation of these variations.

According to the first hypothesis, medical consumption per head
would increase at the same rate for all age groups. On the basis of the
United Nations medium variant for the population of Europe in 2000
and 2015, combined with data on medical consumption by detailed age
group for France in 1980 and the Netherlands in 1982, it was possible to
calculate the increase in medical expenditure over the next 30 years
resulting solely from distortion of the age pyramid in different countries.
The conclusion was that the influence of the ““ageing factor’ alone on the
increase in medical expenditure would be extremely slight (table 30)
compared with past growth rates in the countries in question.

The data for France and the Netherlands, which do not cover
completely identical fields, give slightly different results which are,
nevertheless, largely of the same order of magnitude. In the most extreme
case, it is estimated that average medical expenditure per person in
Europe will increase by 9.3 per cent between 1985 and 2015, i.e. by an
average of 0.3 per cent per year, for health care as a whole. Annual
increases will represent a maximum of 0.4 per cent for institutional care
(Netherlands data which include care in nursing homes) and 0.2 per cent
in the out-patient sector (French data).

Surprisingly, these rates seem relatively low compared with the
increases noted all over Europe and in other parts of the world in recent
years. They are, however, similar to those forecast earlier in France, the
Federal Republic of Germany, Sweden, the United Kingdom, and the
United States.18

In fact, the reason that the ageing of the population has only a slight
effect on medical expenditure, in spite of the rapid increase in the number
of people seeking medical care as they get older, is that changes in the age
structure of a population are a relatively slow process. A study prepared
by the International Monetary Fund (IMF)® points out that, if the
ageing of the population were the only factor in the increase of medical
expenditure, the share of expenditure in GDP would rapidly decline.
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Table 30. Increase in medical expenditure in Europe on the basis of two sources of
age-related variations in medical consumption (index: 1985 =100)

Type of expenditure Men Women Both sexes

Al B2 Al B? A' B?

Out-patient care

2000 102.0 104.5 101.9 102.6 101.9 103.3
2015 104.9 109.6 103.8 105.6 104.2 107.2
Institutional care

2000 105.5 104.8 105.2 101.5 105.3 102.8
2015 113.7 108.7 111.5 102.1 112.4 104.8
Total care

2000 104.2 104.6 103.9 102.1 104.0 103.1
2015 110.5 109.2 108.5 104.0 109.3 106.1

! Source A: Netherlands data; care in nursing homes (and specialised long-term establishments) is included.
2 Source B: French data; care in long-term establishments is underestimated.

Sources: Netherlands: Central Bureau of Statistics, 1982; France: INSEE-CREDES Inquiry, 1980.

However, the hypothesis of homogeneous growth is only an initial
approach which contradicts studies of earlier periods. In the past the
demand for medical treatment, linked to changes in the supply system—
staff, equipment-and technology—and in social welfare, was, on the
whole, characterised by a more rapid increase in medical consumption in
groups which already had a high consumption, in particular among older
people, as can be seen from table 31.

A second hypothesis therefore consists in carrying such a trend
forward, calculating the growth rates for the various age groups on the
same basis as those contained in the French data for the 197080 period.
It is thus estimated that there will be an increase in medical expenditure,
brought about solely by the ageing of the population in Europe, of 25 per
cent between 1985 and 2015 (table 32). The corresponding average annual
increase will in this case be 0.8 per cent, which is still much lower than the
increases in medical expenditure incurred in the past few years, but 0.5
per cent higher than the figure reached by adopting the hypothesis of
homogeneous growth by age group (0.3 per cent). This result may,
however, be low in comparison with the most likely developments, in that
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Table 31. Increase in medical expenditure per head, by age group, France, 1970-80

Age group Increase, 1970-80
(years)

Average annual increase
at constant prices (%)

Under § 8.9

5-9 33
10-14 4.6
15-19 4.0
20-29 6.1
30-39 6.7
40-49 5.8
50-59 7.0
60-69 8.5
70-79 7.4
80 and over 10.1
All ages 6.9

Source: INSEE-CREDES Inquiries, 1970 and 1980.

Table 32. Level of medical consumption per head according to several assumptions’
and population structures in Europe (index: 1985=100)

Extrapolated medical Population structure in Europe in
consumption per head!

1985 2000 2015
1985 level 100.00 103.38 107.13
2000 level 102.45 107.14 113.11
2015 level 110.36 116.60 125.47

! The 1985, 2000 and 2015 levels of medical consumption are calculated on the basis of the 1980 French data,
assuming that the differential growth rates for the various age groups remain the same as those of 1970-80.
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the cost of long-term institutional care was underestimated in the basic
French data.

Whatever the case, in the long-term projections envisaged here, there
are too many uncertainties as to the development of behavioural patterns
to be able to determine which hypothesis is the more realistic. First, there
is no way of knowing how the health care needs of the various population
groups who have not experienced the same life-styles or been exposed to
the same health education or preventive measures will develop; second, it
cannot be foreseen to what extent the medical consumption of different
age groups will be influenced by future technological developments
which might change both the way certain illnesses are treated and the cost
of this treatment, and by the policies of collective financing bodies.

The policy measures practised by many governments to bring medical
expenditure under control might affect various groups of the population
to varying degrees and, consequently, the different age groups. This can
be illustrated by the following examples:

— if the growth of medical expenditure slows down at the same rate as
hitherto for all age groups, the growth will nevertheless remain faster
for older than for young people; this, in conjunction with the ageing
of the population, will itself result in a slight speeding up of the
growth in expenditure as a whole.2? This is in line with the second
hypothesis outlined above. If a fairly low level of increase in medical
consumption were aimed at for the population as a whole, the result
might be a drop in medical consumption for certain age groups,
especially young adults;?2!

— itis only by introducing a policy designed to reduce the increase in the
medical expenditure of older persons to a greater extent than that of
younger persons that the hypothesis of uniform growth could be
confirmed in the future. The French example shows that, in order to
obtain parallel rates of increase for the over-65 and the 5-20
year-old age groups, the growth rate of medical costs would have to
be reduced by 4 percentage points more for the first group than for
the second. In other words, a uniform average annual growth in
medical expenditure of 3 per cent would imply a reduction of 1
percentage point in the growth rate for the younger groups (from 4 to
3 per cent) and a reduction of S percentage points for old persons,
whose growth rate would have to fall from 8 per cent to 3 per cent.

However, in most countries measures to reduce the medical con-
sumption of younger people or a much stricter policy towards older
people than towards other categories of the population could not be
implemented without running into opposition from those concerned.
Furthermore, it goes without saying that any such action would be
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incompatible with the principles and policies increasingly pursued in
many European countries, where the clearly defined goal is to ensure the
best possible levels of health for all, both quantitively and qualitatively.
Subtler policies are more likely to be chosen and it is, therefore,
reasonable to estimate that the rate of increase in medical consumption
brought about solely by the ageing of the population in Europe will be
about 0.5 per cent per year between 1985 and 2015, representing a value
half-way between the estimates reached by using the above two hypoth- -
eses—which may be regarded as extremes. The results of simulations by
country for the two hypotheses are given in the statistical appendix,
tables A.7. and A.8.

POLICIES TO PROVIDE HEALTH CARE FOR THE ELDERLY

The second part of this chapter has shown that although the ageing of
the population undoubtedly contributes to increasing medical expendi-
ture, its real impact, which is relatively modest compared with devel-
opments observed during the past few years, should not present a major
financial problem to the economies of European countries. Difficulties of
adjustment created by the ageing of the population should not, however,
be underestimated; not only will the supply system have to meet the
specific medical needs of an increasing number of old and very old people
but the collective financing bodies will also have to cover services
common to both the medical and social fields.

It is for this reason that in many countries special committees, of
varying structures, have been set up to analyse the repercussions of the
ageing of the population and have been entrusted, among other things,
with proposing solutions and providing the necessary co-ordination.
Some examples are the Swedish Parliamentary Commission on Ageing,
set up in 1981, the work carried out since 1983 by the Steering Committee
on Future Health Scenarios in the Netherlands and the working groups
of the General Planning Commissariat in France. In the USSR both
public opinion and government circles attached great importance to the
setting up at the end of 1986 of the All Union Council for Veterans,
whose role is not only to propose measures in favour of the elderly and to
study their living conditions, but also to see to it that their specific needs
are duly taken into account when overall economic and social policies are
drawn up. Some countries have already adopted texts dealing specifically
with the health of old people, such as Czechoslovakia in 1983 (Principal
directives to improve the case of the elderly to 1990).

Similarly, many international organisations in addition to the ILO
(the United Nations, the WHO, the IMF, the Council of Europe and the

140



The ageing of the population and the cost of medical care

ISSA) have recently produced reports and held meetings dealing with
various aspects of the ageing of populations.

The distribution of health care to older persons

The introduction of any policy designed to meet the health needs of
older persons must be preceded by an assessment of these needs, based
both on the present situation and on assumptions upon which future
projections can be made. The following factors should be taken into
account:

— observation of the present situation shows that older people require
more frequent medical treatment for the most common illnesses
among the general population; furthermore, they represent a specific
category owing to the chronic nature of their complaints and the fact
that they suffer from various different illnesses at the same time, and
may bg disabled. Older persons should, therefore, together with the
rest of the population, have access to all forms of medical treatment,
medicines, surgery and rehabilitation programmes designed to cure
their illnesses. Moreover, the attitude of older persons towards
seeking medical treatment, their more frequent difficulties in carrying
out the simplest everyday tasks and sometimes their isolation from
family or society call for specific solutions in the fields of out-patient
care, home care and institutional care;

— the medical consumption figures, as measured in various countries,
provide the most reliable basis for projecting the frequency with
which older persons can be expected to require various types of
medical care; they cannot, however, be considered to represent
standards which can be applied without some reservations;

— in attempting to determine the volume and nature of the appropriate
means for meeting the future medical needs. of older persons,
assumptions should be based both on a critical assessment of the

- present situation (under- or over-consumption, the satisfactory or
unsatisfactory distribution of out-patient care, home care and institu-
tional care) and on conjectures as to the repercussions that social and
technological change will -have both on the nature of the demand for
treatment and on the means of satisfying this demand.

In all countries, policies set out both to allow older people to stay as
long as possible in their own homes and, whenever it is inevitable, to
provide them with residential care in appropriate institutions. This
approach not only complies with the wishes of those concerned, but is
also in line with overall attempts to bring health expenditure under
control by limiting recourse to hospitalisation as much as possible, since
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it is considered more expensive. There are various aspects to these
policies: measures designed to prevent illnesses and disablement; action
programmes in the fields of out-patient and home care; and adaptation of
residential institutions faced with the prospect of the ageing of the
population. On all these points, success depends on the introduction of
adequate financial arrangements for staff training and for the devel-
opment or adjustment of the working environment in general.

Prevention

It has already been pointed out that the use of a lower age limit to
designate “old people” is merely a statistical device, used to define a
sector of the population whose specific needs differ overall from those of
younger age groups. The health needs of this older group are in fact more
closely bound up with the number and nature of their complaints and
handicaps than with age itself.

Faced with the foreseeable ageing of the population, health policies
must naturally provide for ways of meeting needs that are undoubtedly
going to increase; however, at the same time they should attempt, by
preventive measures designed to delay the ageing process, to improve the
quality of life at all ages and perhaps eventually to reduce these needs.

It may well be asked what the term “prevention” covers when it
comes to ageing. The nature of diagnostic and health services, which
might be considered preventive, changes over time as more is known
about the influence of biological ageing and of disease on the health
problems of older people.

Preventive measures differ from each other in several ways: the time
in a person’s life at which they are applied, the definition of the target
populations, the medical and other means employed and their interaction
with social and economic policies. One way to prevent deterioration in a
person’s health is to detect at an early stage, guard against, check and if
possible treat any diseases that might affect him or her. Preventive
measures of this type should be taken throughout a person’s life and
should concern older people, as well as the very young. They could be
encouraged by introducing measures for collective financing, which is so
often lacking.

The application of secondary preventive measures in the case of
elderly people raises specific problems in so far as those concerned tend to
underestimate their complaints and to put them down to age rather than
to sickness, thereby delaying their recourse to the health system for
treatment. Furthermore, medical personnel have not always been trained
to recognise older people’s illnesses, the symptoms of which are often less
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specific than those of younger people. Information and educational
campaigns for both age groups could help to improve the situation.

The systematic implementation of tertiary preventive measures,
which aim to reduce the consequences of illness, is particularly significant
in the case of elderly people because of the relation between their present
handicaps and the type of treatment that can be used for any subsequent
illnesses.

A wide variety of measures outside the health sector, which aim at
improving the everyday living conditions of older people, can also have
beneficial effects on their health: these include economic measures to
improve their standard of living, urban projects to help them move
around more easily (e.g. ramps instead of staircases), adjustments to their
homes so that they may be more independent in daily life, and the
organisation of gymnastics courses and group cultural activities.

At this point, it is relevant to recall the specific preventive health
policy adopted by many socialist countries to deal with the repercussions
of ageing. This policy combines several original components, such as: the
regular and systematic medical follow-up of persons approaching retire-
ment age within the framework of occupational medicine; the adjustment
of jobs and working hours to the abilities of ageing workers, on the basis
of both general ergonomic studies and individual scientific tests; the
possibility of rest cures in specialised institutions providing prophylactic
treatment; and the regular follow-up at home by local health services of
the health of older persons, to allow early diagnosis of any ailments. It is
worth noting that these measures are in concordance with the spirit of the
relevant provisions of the Older Workers Recommendation, 1980
(No. 162).

The various health-care sectors

As can be seen from the comparison between the medical con-
sumption of older and young people, given earlier in this chapter, fewer
adjustments will have to be made in the out-patient sector than in the
fields of hospital and long-term institutional care. This would seem to be
the most likely scenario, unless far-reaching social measures or new
therapies make it possible to care for many more old people as out-
patients rather than in hospital, or to keep them at home rather than
placing them in institutions. This second prospect will be examined later.

According to estimates made for several countries in Europe, and by
extension of the situation observed in France in 1980 (see table 33),
persons over 65 years of age accounted in 1985, on average, for some 34
per cent of medical expenditure other than for long-term institutional
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Table 33. Impact of ageing of populations on medical expenditure,' selected European countries, 1985, 2000 and 2015

Country Per capita medical expendi- Average annual % share of older persons in total
ture (index: Europe=100) growth (%)? expenditure
1985 2000 2015 1985~ 2000~ 1985-  Over 65 Over 75

2000 2015 2015

1985 2000 2015 1985 2000 2015

Bulgaria 100 100 90 020 0.14 017 34 39 40 17 21 22
Czechoslovakia 98 96 95 007 025 016 33 32 38 18 18 18
Finland 100 101 105 029 050 039 33 3 45 18 20 22
German

Dem. Rep. 102 102 103 022 029 026 36 39 42 23 19 24
Germany,

Fed. Rep. of 104 106 107 037 034 035 37 42 45 22 22 27
Hungary 101 100 100 019 028 023 35 37 42 19 20 22
Ireland 93 89 88 —088 021 007 31 27 29 17 15 14
Sweden 106 106 107 019 031 025 42 41 47 23 25 26
Switzerland 107 113 114 058 036 047 40 46 53 22 26 32
Yugoslavia 94 95 98 028 048 038 26 35 39 14 17 2
Europe 100 100 100 021 027 024 34 37 41 19 20 22

! Calculations based on the following assumptions: United Nations population projections; differential growth rates, by age group, of average medical expenditure are those
noted in France (INSEE/CREDES Inquiry, 1980) and are kept constant over the whole period. 2 Growth due to changes in age structure.
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care; in 2015 they will account for between 41 per cent (if the increase in
expenditure per person remains the same according to age) and 58 per
cent (if expenditure increases more rapidly in the case of old people, as
has been observed in the past in France). For persons aged 75 years or
over, it is estimated that the corresponding proportions in 2015 will be 22
and 32 per cent. Moreover, as far as the various types of health care are
concerned, it is anticipated—the calculations being based only on the
assumption of uniform growth—that in 2015 persons over 65 years of
age will account for 14 per cent of expenditure on dentistry, 29 per cent
on consultants, 40 per cent on general practitioners, 43 per cent on
hospitalisation and 50 per cent on medicines. These estimates, which
no doubt constitute minimum values, provoke reflection on changes
in the activities of medical personnel and the need for corresponding
training.

General practitioners, who are often the first contact a patient has
with the health system when symptoms occur, have a particularly vital
role to play in diagnosing, advising and providing follow-up for
older persons. The increasing number of elderly people among their
patients will gradually induce them to diversify their treatment and
approach.

First of all, older persons take up much more of the doctor’s time: not
only do they require his or her services more frequently, but consultations
usually last longer and often the doctor has to visit them at home.
Consequently, a few more doctors will be needed to meet the demands of
more or less the same number of people, but among whom will be an
increasing proportion of older people.

The general practitioner is undoubtedly in the best position to
recognise the first signs of an illness about which an older patient has not
yet complained during a routine visit. To do this, he or she must be aware
that illnesses in older patients may present different or less precise
symptoms than in younger ones, and must be on the look-out when
patients are confused or weak, a condition that might merely be put
down to age, but which treatment could in fact check or even cure.

The introduction of district-based geriatric treatment in Czechoslov-
akia has already been mentioned. In the USSR the Institute of Gerontol-
ogy of the Academy of Medical Sciences has drawn up special study
programmes covering, for each medical speciality, the specific health
problems of old people. The departments of ‘gerontology at the Uni-
versities of Kiev and Leningrad provide special training for doctors
responsible for the health care of old people in long-, medlum- and short-
stay establishments.

Decisions as to suitable treatment and its presentation, and advice to
patients on healthy living habits, invariably impose on doctors a
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reflection which encompasses far more than the particular complaint
being treated; older people usually suffer from a variety of ailments and
often live in unfavourable conditions, which makes the doctor’s task even
more complicated. He or she has to decide which illness should be given
priority, to take into account the fact that lack of mobility may make it
difficult for the patient to attend for tests, to explain the treatment as
simply as possible and to assess the chances of its being followed.

' While great care must be taken when prescribing for old people a
number of different pharmaceutical products to treat their multiple
ailments—thus avoiding any adverse interactions—medicines prescribed
in doses gauged according to the patient’s weight are extremely import-
ant in maintaining physical and mental health in the elderly.

Older persons also account for an increasing percentage of the
patients of other medical personnel. Nurses provide a wide range of
health care at home; physiotherapists and speech therapists, among
others, contribute towards rehabilitation in all its forms after accidents
(fractures or strokes, for example). This type of therapy, which helps to
mobilise all a person’s faculties, is particularly important in geriatrics;
being both curative and preventive, it enables many older people to
remain independent or to become so once again.

In Eastern European countries special attention is also paid to what
may be termed “‘social follow-up” for the elderly. Many youth organis-
ations and other voluntary associations undertake to visit and assist old
people living in their neighbourhoods. The elderly are very often active in
their own clubs or associations. Moreover, retired persons continue, so to
speak, to form part of their former enterprises and to benefit from many
privileges, ranging from the provision of meals to home repairs carried
out by the enterprise. In the German Democratic Republic retired
workers’ trade associations are responsible for seeing to it that the
interests of pensioners—particularly as regards social and cultural
services—are taken into account in the negotiation of enterprise agree-
ments. The following figures are taken from the WHO inquiry mentioned
earlier: in Bucharest the proportion of men and women between the ages
of 65 and 74 who had received help in their homes in the previous
12 months was of the order of 50 per cent, whereas in Western
European countries it was less than 10 per cent, with the exception of
Tampere (Finland) where the figure was, however, still under 30
per cent.22 There can be no doubt that such practices help consider-
ably in conserving the health of old people, it being generally agreed
that the affective and social surroundings are very often the deciding
factor.

It is obviously very important to co-ordinate medical personnel
dispensing out-patient and home care for older persons in order to ensure
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the continuity of tredtment given to patients who may find it more
difficult than others to transmit information from doctors to medical
auxiliaries.

The hospital sector has been developed and brought up to date in
European countries during the past few years, especially during the
1970s. Not only does a hospital accommodate the sick who need to stay
in to be treated; it is also the place where specialised and technical out-
patient care is being developed and dispensed. These changes have been
accompanied by an increase in the number and diversity of hospital staff,
with a concomitant rise in hospital expenditure, which has grown much
more rapidly than other health costs.

Within the context of these technical changes, and in an attempt to
rationalise the treatment dispensed in order to bring rising health
expenditure under control, all countries are having second thoughts
about the number of older people in hospitals; they are wondering
whether persons aged 65 years or over, who account for about one-third
of hospital patients receiving short- and medium-term care, might not get
a better reception and treatment in establishments which are more geared
to their actual needs and are less expensive.

There is no doubt that older persons who, on average, are financially
worse off than the rest of the population and tend to live more alone and
in less favourable conditions, have benefited, more than other age
groups, from the hospital’s traditional role of taking in patients. In
their case, hospital has presented an alternative to other forms of
treatment, closed to them for financial reasons or because there was
not enough room in appropriate institutions. Policy-makers are
now attempting to find solutions to replace hospitalisation: nursing
homes are one possibility and they will be dealt with later in the text.
However, policies setting out to reduce the number of older persons
entering hospital should bear in mind that disabilities and chronic de-
generative diseases are only a part of their clinical state and that in
some cases there might be both psychological and economic advantages
to hospitalisation.

It should be stressed that the treatment given to older persons in
short-stay establishments has changed over the years and covers new
needs. Improved methods of diagnosis and treatment and the decline in
certain prejudices on the frailness of the elderly have opened up new
possibilities, and old people are now treated more actively in hospitals
than in the past. Progress made in anaesthetics and resuscitation
techniques have made it possible to carry out operations on old and very
old people under better conditions, whether these operations are ‘“tra-
ditional” or ultra-modern, such as coronary bypasses, artificial hips, and
so on. These operations, combined with rehabilitation, can contribute
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greatly to making certain old persons independent again, thereby
enabling them to stay at home and delaying their need for institutional
care.

Long-term treatment

It is in the field of long-term care that the foreseeable ageing of the
population, by greatly increasing needs, presents a real challenge to
decision-makers.23

To degrees that differ in each country, long-term care is dispensed
either in a wide variety of long-stay institutions, in which the stress placed
on medical facilities or amenities also varies, or in the patient’s home.
Among the former are general hospitals, psychiatric hospitals and
various types of convalescent home; residential premises may be collec-
tive (old people’s homes, sheltered housing) or individual (private
homes). A fairly wide range of staff helps to dispense care or to assist old
people in their everyday existence: doctors, paramedical staff, social
workers, and household and family helpers.

Nursing homes are a vital component of any health care programme
for older people: however, depending on the role that the decision-
makers wish to assign to them in the health and welfare system,
objectives as to the required capacity and quality of these institutions
vary considerably. These differences arise because, according to the
country and period in time, varying emphasis is placed on possibilities of
transferring hospital patients from general and psychiatric hospitals to
medically supervised institutions or on measures enabling disabled
patients to remain at home and avoid having to stay for a long time in an
institution. In fact, the admission of patients to various types of
establishments is not strictly related to their degree of disablement or
health needs: the extreme differences in the state of health of patients in
institutions show only too well that other criteria, such as availability and
proximity, the family environment and financial resources, often play a
decisive role.

Definitions of categories of establishment vary and make inter-
national comparisons difficult; however, it would seem that the propor-
tion of older people entering institutions differs considerably from
country to country. For example, the rate among those over the age of 65
is just above 1 per cent in Yugoslavia, 4 per cent in the Federal Republic
of Germany, 8.1 per cent in the Netherlands and 10 per cent in Sweden.
In all countries the rates are higher for women and increase rapidly after
the age of 75; they are, for instance, 31 per cent for persons over the age of
80 in Sweden and 40 per cent among those over the age of 85 in the
Netherlands. Recent developments appear to show that the age of
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resident patients is rising and that the social and financial reasons for
sending them to long-term institutions are giving way to medical reasons:
this results in an increased demand for skilled staff and for equipment in
such establishments.2#

Alongside solutions proposing permanent institutional care there are,
depending on the country, various forms of long-term treatment which
might be termed intermediary because they combine out-patient care and
institutional care. These may include day care in nursing homes (the
Netherlands), out-patient departments in psychiatric hospitals, regular
care provided by district nurses and paid or voluntary teams of home
helps. In the USSR a recent government decree aims to develop the
construction of residential apartments specifically geared to the needs of
elderly persons.

Finally, much of the long-term treatment and support given to older
people in everyday life is provided at home by the patient’s family, friends
and neighbours. It is because of this factor, as a United Nations report on
ageing in the world has pointed out, that the percentage of persons aged
65 years of age and over living in institutions does not exceed 7 per cent in
Europe.?3

In all the discussion on the subject of ageing populations, emphasis is
placed on the medical, social and financial advantages of each of the
various forms of care in relation to the type of iliness to be treated, the
desires of the elderly themselves and the financial constraints involved.
As already mentioned, all countries aim to keep older people in their
home environment for as long as possible; this is combined with the
objective of providing residential care, if required, in suitable conditions.
Increased capacity, proper staff training and appropriate techniques
should be used to help patients to switch from one type of treatment to
another whenever this seems feasible and desirable; provisions on
coverage and general financing should aim to make this easier.

Paradoxically, the literature on the subject gives many examples of
the inadequacy of hospital living conditions and care to meet the needs of
their older patients, at the same time stressing the shortage of accom-
modation (especially in psychiatric institutions) and the efforts made by
various countries to remedy this state of affairs.

Attempts to improve and increase amenities have been made by
Belgium, France, the German Democratic Republic and Sweden: during
the past few years, these countries have applied policies to provide
medical supervision in existing structures and to build new estab-
lishments for elderly sick persons. These policies attempt to meet the
needs of an ever-growing older population and to cut down on the
number of old persons entering short- and medium-stay establishments
and general and psychiatric hospitals.
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In France the old people’s wards in public hospitals, which previously
served only to provide very basic accommodation for elderly patients
have gradually been transformed. Some have become old people’s homes
and others provide long-stay medical care.

In Belgium there are geriatric services for the intensive care of very
old persons run by a physician who specialises in internal medicine;
“Services-V”’ provide long-term treatment for older persons with the
prospect of returning to their home environment; ‘“Services-R” set out to
rehabilitate patients by active means; and, finally, neuropsychiatric
services provide hospital treatment for patients suffering from serious
behavioural disorders. In practice, however, the patients treated in these
“services” are not always those for whom, theoretically, they were
originally intended.

In Sweden much emphasis is placed on the lack of accommodation in
such institutions, even though the avowed intention is to maintain old
people in their usual living environments as long as possible. The number
of hospital beds for the chronically ill has been considerably increased,
new nursing homes with more amenities have been built and county
councils are planning to increase still further the capacity of long-stay
institutions providing medical treatment.

In the German Democratic Republic the number of places available
in long-stay establishments gradually increased from 29 per 1,000
residents of pensionable age in 1971 to 45 per 1,000 in 1983. At the same
time, an ambitious programme of purpose-built accommodation for old
people, designed to enable them to lead an independent existence as long
as possible, has been undertaken.

Alongside the increase in medically supervised long-term estab-
lishments and the development of new forms of out-patient care or home
care for older persons, there is a need for staff of varying skills. Staff
training is a central component of present policy; however, there are
different approaches to this problem, depending on the country, with
contradictory views as to whether geriatrics should or should not be
considered a special branch of medicine. In the United Kingdom it is
rapidly developing as a special field; in Denmark long-term care has been
considered a separate branch of medicine since 1972. Reference has
already been made to the slightly different attitude adopted in the USSR.
In Finland and Norway the treatment of old people requires additional
qualifications, for nurses as well as for doctors. In spite of the efforts
undertaken, medical staff and social workers as a whole must be made
more aware of the problems of ageing.

Over the past few decades, improvements in medical techniques in all
countries have greatly improved the outlook for the diagnosis and
treatment of disease: together with the development of collective cover-
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age of medical expenses, they have contributed to the growth of medical
consumption, and have helped to improve health standards and bring
down mortality rates; but they have also been a factor in the rising cost of
medical treatment. Nevertheless, not all technical innovations lead to
increased expenditure; their impact differs according to their nature
(pharmaceuticals, sophisticated apparatus), field of application, ease or
difficulty of implementation, cost, and the benefits they are expected to
bring: new cures, fewer after-effects and less risk of relapse, greater safety
of treatment and increased comfort for the patient.

At this point, mention should of course be made of the results
achieved in Romania, by the Aslan Institute, with products designed to
combat ageing such as Gerovital H3. Similarly, in the USSR, the
Institute of Gerontology in Kiev, alongside its programme of ergological,
biological and pharmacological research, has produced a number of
foodstuffs designed particularly for older persons.

At all these levels, it would seem, from the above indicators, that
older people have benefited in the past from advances in medicine; recent
progress and current research point to a continuation along these lines,
social policies permitting; however, the conflicting repercussions that can
be expected from various technical innovations and their impact on
medical expenditure may greatly influence the choices that will be made.
In some cases, new techniques are a source of additional expenditure if
they enable treatment to be extended to persons previously considered
too weak to undergo it on grounds of safety (surgery for older people, for
example), if they keep illnesses under control and keep people alive,
provided they undergo constant treatment (certain medicines) or if they
provide a better quality of life (physiotherapy).

On the other hand, certain technical innovations can cut costs in
treatment and be just as effective, either because they themselves are
cheaper or because they allow other types of treatment to be substituted.
For instance, older persons will certainly benefit from progress in the
field of lasers and optic fibres, which make it possible to avoid or shorten
the usual stay in hospital for various surgical operations (e.g. for
cataracts). On another level, new forms of communication and electronic
controls might make it easier for older people to stay at home. Denmark
appears to be making a special effort in this field by installing increasingly
sophisticated home alarm systems linked to mobile security services
where professional staff are on hand to answer calls.

Research is being undertaken in several countries on biological
ageing and ways to prevent and cure certain illnesses associated with old
age such as Alzheimer’s disease (senile dementia), osteoporosis and
metabolic illnesses. By 2015 the findings might give rise to new bio-
medical technologies, overturn ways of treating certain diseases and alter
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the cost. Thus, it is reasonable to assume that the advanced research
under way at the Soviet Institute of Gerontology and in scientific
institutions in other European countries may, before long, completely .
transform the traditional approach to illness and hence to the social
integration of the old and the very old.

The financing of health care

Because the burden of medical expenditure tends to fall more heavily
on some than on others, and in a desire to provide equal access to medical
care for all, collective coverage has now become the rule: it spreads over a
greater number of people the financial risks associated with the onset of
illness, which could place an intolerable strain on the individual budget.
Depending on the country, collective coverage is provided either by
statutory health insurance bodies set up especially for the purpose, or by
the State and regional or local communities acting in the name of
“solidarity”. The funds for coverage of medical expenses may be drawn
from wage earners’ and employers’ contributions or may be financed out
of tax revenue, as mentioned in the first part of this chapter.

As long as economic growth was sustained, the policy of maintaining
or, sometimes, increasing the share of collective financing in health
expenditure posed no major problems, even though this expenditure was
growing more rapidly than the economy as a whole. Over the past few
years, howevar, the worsening economic climate in many European
countries, coupled with rising unemployment, has made it increasingly
difficult to finance social expenditure. Since the contribution base is also
growing more slowly, there are now only two ways of maintaining the
same level of coverage: the first is to increase compulsory deductions and
allow social expenditure to continue rising rapidly; the second is to try to
limit the growth of expenditure in order to avoid increasing deductions.
This latter solution seems to prevail in many countries, although its
advantages and disadvantages in the short and medium term are seen
differently by the social partners in social, political and economic terms.

In this context, some decision-makers view the demographic pro-
spects in Europe as a- factor impeding their efforts to -bring down
movements in social expenditure to the level of the economy as a whole in
an attempt to balance the resources and expenditure of the social
services. On the one hand, the ageing of the population, added to the
introduction.of early retirement schemes, is bringing about a decline in
the proportion of economically .active persons in the total population, .
that is, of the very people on whom the contributions needed to finance -
social services are levied. At the same time, high unemployment rates also
narrow the field for deduction of contributions to social security systems.
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On the other hand, if legislation remains unchanged, the rise in the
number of older persons will result both in an increase in the cost of
statutory age-related benefits such as pensions, and in higher demand for
such benefits as the coverage of medical consumption, which usually
increases with age.

Nevertheless, the role generally assigned to the ageing of the popu-
lation in the growth of health expenditure is often exaggerated. As
already discussed, it has been calculated that changes in the age pyramid
cannot alone account for more than a small portion of the growth of
medical expenditure observed in the past, and that the same holds good
for the future. Demographic changes will have far less impact on the
health sector than on retirement pensions; however, since the desire to
limit compulsory deductions involves both sectors and since the former,
apparently at least, lends itself better to adjustments, it seems that the
option of bringing health expenditure under control partly reflects the
difficulties encountered in financing the cost of retirement pensions,
whose growth appears to be inevitable.

Social welfare systems, through their manner of collecting funds and
distributing benefits, operate transfers of resources between subgroups of
the population. Of course, if legislation remains unchanged, demo-
graphic changes are bound to have an influence here and, therefore, on
the extent and the nature of solidarity between social classes or between
population groups. In the health sector, the increase in the number of
older persons calls for greater solidarity between generations and the
transfer of a growing share of labour income to persons who are unlikely
to participate in the productive sector again or whose further partici-
pation is, for physiological reasons, likely to be fairly brief. In assessing
the relationship between economic growth and rising medical expendi-
ture, the negative repercussions should be weighed against the positive
ones that the extension of the medical sector has on a country’s economy:
job creation, technological development, and so on.

In spite of this, taking the stand that the increase in medical
expenditure might be an obstacle to economic development, many
countries have, since 1975, taken a wide range of measures to bring this
expenditure under control. These have included an increase in the
financial participation of patients for certain types of treatment, control
over the way care is dispensed and revised payment policies. It seems that
these steps have, at least in part, contributed towards the decline of the
growth rates in medical expenditure which have been observed during the
past few years in the countries in question.?¢

The level of social protection in the health field is the outcome of
inter-relations between a number of technical, economic, social and
political factors on both a national and an international scale, and there
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is no knowing how these factors will evolve over the next 30 years. It is,
however, conceivable that, over the next decade, economic constraints
will continue to hamper the pursuit of ambitious social welfare plans
involving increased collective coverage of medical expenditure. It is even
possible that a number of countries will continue their policies of
controlling expenditure—not only the expenditure financed from social
security funds but medical expenditure in its entirety. In fact, the
negotiations at which ways and means of covering the cost of medical
treatment are discussed, and which provide collective financing bodies
with an opportunity to propose such prices and rates of coverage as will
enable them to meet theit expenditure on medical benefits, can also be
used to introduce financial curbs on increases in the volume of medical
consumption. )

Older persons are concerned both by the rules on financial coverage,
whether generous or restrictive, which apply to all medical care and by
those, more selective, that affect either their demographic group or
certain types of medical treatment which they require more frequently
than younger people and which account for a large part of their medical
consumption.

In many countries special provisions have been adopted for older
people, making it easier for them to receive certain types of medical
treatment, even if provision for other types of therapy, considered to be
at the limit between medical and social care, is inadequate. For example:

— in the United Kingdom general practitioners, who are paid a fixed
amount per patient, receive a higher fee for those over 65 years of age,
which encourages them to take on older persons;

— in the Netherlands, whereas statutory health insurance covers per-
sons under the age of 65 only if their incomes are below a certain limit,
medical insurance used to be available to all persons over that age
without exception; however, the country’s economic difficulties have
recently led to the withdrawal of this arrangement;

— in Yugoslavia older persons are considered in laws and regulations to
belong to one of the three “‘vuinerable” groups of the population
(together with mothers—present and future—and children) and
thereby benefit from special health care provisions;

— in countries where patients are generally expected to make a financial
contribution towards certain medical costs, older persons are often
exempted either because of their age (for example, medicines and
spectacles in the United Kingdom, medicines purchased in pharma-
cies for several categories of retired persons in the USSR), or because,
most of the‘time, they fulfil the necessary requirements such as low
income, high medical expenses, protracted illness, and so on.
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As was seen earlier, old persons are more likely than younger ones to
suffer concurrently from a number of pathological states, from chronic
illness and from disabilities requiring ongoing treatment. Moreover, they
often live in straitened financial circumstances or are cut off from family
and society; this can hamper both access to care and its distribution.
When older persons are patients in the long-stay wards of hospitals and
other institutions, this is often for social as well as medical reasons and
the two may be difficult to dissociate. Regulations on the financing of
long-term care, which are usually far less generous than those for
hospitalisation, (often provided free of charge for short- and medium-
stay patients), reflect this duality.

The fact is that, although legislation is far from uniform in the
countries under study, the social services often cover only part of the cost
of institutional accommodation and care. The patient has to make a
contribution, which can either be standard (as in the Netherlands for
stays of over six months), calculated on the basis of a means test
(Denmark, Sweden), established as a lump sum, or designed to cover the
expenses for accommodation but not medical care itself (Belgium,
France). The amount owed by the patients may be deducted from their
pensions, their other sources of income or even from their assets
(Norway). In the USSR older persons living in “residences” (long-term
establishments partially under medical supervision) hand over from 75 to
90 per cent of their pensions in exchange for full maintenance, including
clothing. Sometimes, however, the State and the local communities
provide additional funds either in the form of subsidies to the estab-
lishment or by assistance to the individual. As already mentioned, the
bodies responsible for paying pensions may help to finance the care
required by their recipients in their own areas, either in total (Yugoslavia)
or in part (Federal Republic of Germany, Luxembourg).

Differences in financial regulations can in some cases lead to older
persons being admitted to hospitals whereas, in fact, their state of health
would rather justify their being placed in a long-term establishment,
which is usually less expensive; however, given the present economic
situation and the prospect of an increase in the number of older persons,
it is extremely unlikely that the financial coverage of institutional care
will be increased.

It might well be asked whether financial provisions encouraging the
interchangeability of various forms of treatment might not both better
meet the needs of older persons and restrict the growth of medical
expenditure in the future. These could naturally include various measures
to encourage the development of preventive health programmes or home
care, or to enable the patient to be placed in the most suitable long-term
institution. In addition, there is the problem of how the relevant financial
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coverage should be shared between the State, the local community,
health insurance bodies, other social welfare organisations and the
family.

No more will be said about the fact that preventive care is usually
inadequately covered by health insurance bodies, a situation which is
necessarily different in countries where the entity financing and dispen-
sing medical care is one and the same, such as those with a national health
service. Nevertheless, even in countries which have such a system, there is
no uniformity with regard to preventive care; even when a national
health service is in operation, it is clear that for both national policies and
preventive measures to be truly effective, responsibility for the latter must
devolve on independent bodies within the public health service. In any
event, efforts in this field in respect of all ages could perhaps lead to
savings in the long or medium term, and would certainly have beneficial
effects on the health and quality of life of elderly people. In the short
term, however, such measures cannot be expected to reduce the need for
financing of medical care.??

Provisions to encourage older people to stay at home could take
several forms: out-patient and home care could be made more compre-
hensive; certain welfare services (home helps, ‘“meals on wheels”, etc.)
could be financially covered; allowances could be made available to
families and voluntary neighbourhood associations; and subsidies could
be granted to improve fittings in homes and to install modern communi-
cations equipment. In the same way that health insurance has encour-
aged the development and widespread use of new methods of diagnosis
and treatment, so might an increase in public financing for the home care
of older persons prompt new technological developments to make it
easier to keep old and disabled persons in their home environment.

Although, from a health and humanitarian point of view, trends in
this direction might seem desirable, their financial repercussions are far
less obvious: first, taking care of older persons at home is not necessarily
cheaper than looking after them in an institution; second, provisions
made to substitute one form of treatment for another do not always have
the desired effect.

The question of the cost of home care relative to institutional care can
be viewed in different ways, depending upon whether account is taken
only of the expenses incurred by welfare organisations or also of the
advantages involved in both solutions from the point of view of the old
person’s morale; it also depends on whether care provided on an informal
basis by members of the family and neighbours is given a financial value,
and what value. If care provided by the family, which bears the greatest
burden in caring for patients at home, is considered as “free”, there can
be no doubt that, at present, home care is much cheaper than institu-
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tional care. If, however, in the future most of the nursing care at home
were to be carried out by paid professionals, the economic aspect of this
problem would be quite different. The findings of studies carried out on
this subject do not always agree.

According to a Canadian report, the cost of treating an illness at
home is the same as that of hospital treatment, for the same illness for the
same length of time.?8 A recent ISSA report on long-term care even goes
as far as to say that the expense of providing long-term home care equal
in intensity to care in an institution would be prohibitive.2® On the other
side, a Belgian report concludes that home care costs less, except for
persons requiring constant attention.3® A Swiss report also pleads in
favour of home care, not only for humanitarian reasons but also because
the cost is only one-third of that of institutional treatment.3?

When assessing the financial repercussions of a policy to keep elderly
sick people at home, it is not enough merely to compare costs for
institutional and home care. Keeping more people at home—first and
foremost those who are least ill and least disabled—might indirectly
affect the overall cost of institutional care because institutions would
have a higher proportion of seriously ill people requiring more care.
Furthermore, as needs for institutional care in many countries are far
from being met at present, it is likely that the development of home care
would tend to supplement rather than replace this form of treatment.

The choice between the various possible ways of accommodating
older people needing medical treatment must take into account such
factors as the proximity of the establishment, the nature of the services
offered and the waiting time for admission. It is also influenced by the
financial coverage available. Greater uniformity in the coverage of
hospital care and care in other institutions would, in many European
countries, avoid a situation in which patients choose to go to hospital
rather than to another type of establishment more for financial than for
medical reasons.

The expected growth of medical expenditure in general and the
increasing financial difficulties of the social services have led some
countries to consider cutting public health coverage. If such policies were
to prevail, and even if the measures taken applied to the population as a
whole, it is likely that older people, who need medical care most but
usually have fewer financial resources, would be affected more than the
others. For example:

— measures which seen globally might appear minor, such as cuts in the
reimbursement rates of certain medicines or the establishment of flat-
rate payments for hospital care introduced in several countries, could
make it financially difficult for older people to seek treatment;
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— the financing of hospitals from an overall budget, which is now the
rule in many countries, is likely to result in older people leaving
hospital early to enter other institutions, or in their hospital stays
being divided up into shorter periods, with all the disadvantages this
involves both medically and from the point of view of the patients’
morale;

— older people could not fail to be in a position of inferiority if certain
plans to restore or develop market economy regulatory machinery in
the health sector were to be implemented in Europe. Leaving the
choice of an insurance fund and of the level of coverage up to
individuals, which in principle is designed to make them stand on
their own feet, means little in the case of people at high risk and with
low incomes.

As regards long-term care, the multiplicity and fragmented nature of
sources of funding seem ill-adapted to the néeds of older people for
whom medical and non-medical fields overlap. Where they exist, health
insurance schemes usually cover only medical consumption; the State
and the local communities step in to provide additional social services.
Those services which are not thus covered are provided on a voluntary
basis by various charitable organisations, the family and neighbours.

In view of the predicted increase in the number of older persons
during the coming years, the problem arises of who is going to cover the
corresponding increase in medical and social expenditure. Although
slight when compared with medical expenditure for the population as a
whole, this increase nevertheless represents additional costs which have
to be met in a difficult economic climate. In many countries it is believed
that the introduction of new forms of home treatment might be able to
rely upon the development of voluntary work, thus reducing public
financing needs. This trend towards another form of solidarity between
generations would be encouraged by reducing working hours and early
retirement. However, is it truly realistic to expect more from this
voluntary work than a mere substitution of services at present rendered
by families which, in time, can only be on the decline with the drop in the
number of children per family and the changing pattern of family life in
general?

* *

In many fields, economic and social policy-makers have to take
decisions on future action, even though they may find it difficult to grasp
thoroughly the present situation and to foresee future trends. The same
goes for the care of older persons, but in this case, at least, one thing is
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certain: their number is going to increase in future years and account
must be taken of this factor when planning how treatment is to be
dispensed and financed.

Admittedly, it is more difficult to estimate needs in health care and
social services, which reflect morbidity rates and the technological level
and living conditions of a given period; however, even in this case, the
uncertainties are not unduly great. In examining past trends, it can
reasonably be predicted, given the extent of needs not met until now in
spite of attempts at rationalisation, that medical expenditure on the
whole will continue to rise during the next few years and that older people
‘will account for an increasing proportion of it. If elderly persons do not
become the target of restrictive policies, this proportion should, on
average, in Europe, be close to 50 per cent in 2015; it will be higher for
institutional care and lower for services provided by consultants. Only
considerable advances in the war against the major diseases associated
with old age could overturn these forecasts, by lowering the costs of
certain types of treatment or enabling economic choices to be made
between different forms of care and accommodation.

The economic and social climate is hardly propitious for the devel-
opment of collective public financing of health expenditure as a whole,
which is sometimes considered, perhaps wrongly, to be non-productive;
neither does it lend itself to increased solidarity between generations.
Nevertheless, among those who are or will be old between 1985 and 2015,
there are many who will have contributed during their working lives to
the great economic progress experienced in Europe after the Second
World War; they can claim every right to benefit in their turn from the
widespread social welfare systems they have helped to set up. However,
those at work today, from whose wages deductions are made to finance
social services, will not willingly accept an increase in their contributions
unless the way in which the needs of old people are met shows them that
their present financial efforts are an investment for later years. In each
country the ability to cope with problems raised by the ageing of the
population is, in this respect, a test for the future of social systems.
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BY WAY OF CONCLUSION 5

It can be seen from the preceding chapters that demographic devel-
opments are only one of many aspects of the problems affecting social
security. In concluding this study, it would seem worth while to recall, in
general terms, some of the ways in which demographic constraints are
expected to influence the future of social protection in Europe. To use
accounting terms, there are two sides to the problems faced by social
security: the “‘credit” side, which covers the economically active members
of the population, those who pay contributions and taxes and in so doing
generate the resources needed to run the system; and the “debit” side,
consisting of the subpopulations requiring support, in other words, the
beneficiaries, i.e. children, the unemployed, the sick and pensioners.

THE CREDIT SIDE: HUMAN RESOURCES

The working-age population in Europe will increase slightly in the
best of cases, remain stable or even decline a little over the next 40 years.
Above all, however, its demographic structure is showing signs of an
internal change which will become more pronounced in that the number
of persons aged 40 years and over is going to equal and then outnumber
the 20- to 39-year-old age group. This is in total contradiction to the
“natural’” demographic structure, i.e. a structure in which neither fertility
nor mortality rates have been brought under control, as is still the case
for the majority of the world population. In this respect, European
populations, together with those of several non-European industrialised
countries, have characteristics which clearly set them apart from the rest
of the world.

Instead of suffering from a labour “scarcity” due to an excessively
young demographic structure, European populations undergoing change
have an exceptionally high number of persons aged between 20 and 59
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years, at a time when the young population is falling off and the
population aged 60 years and over has not yet increased to the extent
expected after the year 2000. This vast human potential would be an asset
if it were not affected by long-lasting unemployment which is neither
cyclical nor frictional. Wherever unemployment statistics exist, they
show that nearly 10 per cent of the working-age population have no job
and therefore constitute another population group requiring support,
whether or not they are covered by social security schemes. These
unemployed persons constitute a large “reservoir’” of labour which
could, at least to begin with, be tapped to offset the effects of demo-
graphic ageing,

At the same time, it might be thought that a decline in population
could bring about a noticeable fall in unemployment. This is not the
place to go into the substance of the problem—which is an extra-
ordinarily complex one—but it should not be forgotten that it is of
capital importance to social security programmes. High unemployment
rates lead both to a drop in receipts and to a rise in expenditure. It is not,
however, certain that a fall in the numbers of the actively employed in the
countries of Europe will lead to a corresponding drop in the number of
jobseekers. In fact, unemployment has been shown to vary widely
according to sex, age, occupational branch, skills and wage levels. In any
one region there may be considerable unemployment in one sector
and a manpower shortage in another. Transfer from the depressed sector
to the understaffed sector is always difficult and rarely happens to any
great extent, since jobs and skills are not interchangeable.

A small part of unemployment is frictional, part is residual and yet
another part is cyclical, but the great majority of those who are
unemployed today are the victims of the radical changes that are
unsettling the economic apparatus of industrialised societies which,
although they have already achieved a high level of productivity, must
raise it still further to meet the challenge of foreign competition.

Despite the slowing down of population growth it is, then, unrealistic
to expect an automatic fall in unemployment in the near future.

Analysis shows that young people who have received higher or
technical education, although not completely immune, are better pro-
tected against the risk of unemployment than others, especially those
whose educational standards are below the minimum required to find
work in a modern economy. This means that investment in young
people’s education and continuing training for adults will need to be
greater than their numbers would seem to warrant: the problem is then
no longer demographic but requires an act of political will.

The female working-age population is also expected to participate
increasingly in the labour force. The reason for this is twofold: first, more
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and more women want (or need) to have a job; second, a growing number
of them have the required skills because the level of their education has
improved. Thus, rising standards of education and a legitimate desire for
financial independence are persuading more and more women to take
and, once they are married, to hold on to a job combining, if the
circumstances warrant it, their work outside the home with their family
commitments. From the demographic point of view, this trend lowers
fertility (although female employment is not the only factor) and in any
case postpones the age at which women give birth to their first child.
Wherever full-time female employment is on the increase, it is unrealistic
to expect a high rate of fertility, even if society sets out to ease the
situation of working mothers.

In fact, increased female employment is actually beneficial to social
security systems since married women who hold jobs pay contributions
instead of merely being ““protected”, for sickness or maternity, through
their contribution-paying husbands. However, by contributing, women
qualify for future pensions in their own right, whereas those who do not
work have to rely on their husbands’ pensions and then, when widowed
(which statistically is almost a certainty), on a survivor’s pension to
which they have not contributed financially. To see in increased female
employment a remedy for the ageing of the working population is to lose
sight of the fact that it will in time increase the number and proportion of
pensioners.

THE DEBIT SIDE: BENEFICIARIES

Families and young people

In a study like this, where the accent is on demographic trends, the
family must of course be considered the prime target for state inter-
vention and social protection, particularly at a time when, because of low
fertility, the population is ageing.

The provision of cash benefits for families (defined as households
with young children) or the granting of tax exemptions reflect two
different and sometimes conflicting approaches. On the one hand, in the
interests of social justice, society tries to ensure that the arrival and
continuing presence of children does not penalise families too much,
materially speaking. On the other, by regulating the amount of family
allowances and the qualifying conditions, society can encourage couples
to have children, if possible more than two. This objective may even be
carried so far that it discriminates against the first child, whose birth is
considered to be “natural”, and gives an advantage to the third and any
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subsequent children, whose arrival is not at all certain although indis-
pensable if the country’s population is to be maintained or even
increased. Neither of these two policies has quite achieved its objective
since allowances, even when the amounts are increased, are far from
offsetting the loss of revenue combined with an increase in family size, or
the higher cost of maintaining an additional family member, especially
when such allowances are not geared to the earnings of the head of the
household. Moreover, aid in the form of services (often greatly apprecia-
ted by the beneficiaries who, incidentally cannot always afford to pay for
such services out of the allowances they receive) is often inadequate or
unsuitable (when créches, for instance, do not always eet the needs of
their users).

The amount of family assistance is influenced more by the policies
adopted in the field than by the size and structure of the population or, to
be more precise, by the number and proportion of children. Political
considerations may result in more emphasis being placed on other
branches of social security or other items in the social budget.

It would indeed be artificial to consider cash family allowances in
isolation from other social measures in favour of families and young
people: to do so would be to ignore much more costly benefits such as
health, education and housing and help for non-working mothers. While
the number of young children is falling there may be an increase in the
number of school-age children or of young adults, i.e. those who are
particularly concerned by the question of whether or not to start a family
or by the presence of young children under their roof.

It would, therefore, be a mistake to conclude that a fall in the birth
rate immediately and automatically leads to a drop in expenditure on
family welfare. At the same time, it was important to point out in this
study that, by adopting certain diversified and co-ordinated measures,
the State and social security can help to halt the fertility decline or even
reverse the trend. But such policies are both complex and costly, and
their implementation can only be achieved as a result of a deliberate
political choice.

Pensioners and older beneficiaries

As the result of considerable social progress, pensions provide for
former workers and their beneficiaries a substitute income which replaces
or sometimes complements the income derived from an occupational
activity. To say that social security covers the risk of old age is not quite
correct in that, with longer life expectancy, old age is no longer just a
probability but almost a‘certainty for the great majority of Europe’s
inhabitants. What does remain is the need for a replacement income
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since, for wage earners in particular, after a certain age the older the
worker gets the less it is possible, physiologically speaking, to work. As
long as society failed to recognise this need (i.e. as late as the beginning of
the present century), abject poverty was usually the fate of those who
lived longer than the average.

Whatever the system adopted and whatever the methods of financing,
retirement pensions can be looked on as a deduction levied on the output
of the working population. The resources thus obtained are not *“frozen”
but “transferred’, in that the beneficiaries continue to be consumers and
sometimes even savers. As consumers, they provide an outlet for the
goods and services produced by the national economy, even though their
consumption does not follow quite the same pattern as that of their
juniors or that of young people. As savers, they participate in the overall
investment process, again to the advantage of the country’s economy.

There is a close and basic link between the number of persons in
employment and the number of pensioners. In other words, a country in
which the dependency ratio is high because of the ageing of its population
cannot be as generous to its retired workers as one with a similar level of
development but with a younger population.

Thus, when the number of pensioners increases more rapidly than the
number of people of working age, it is logical to expect some difficulty in
financing pension schemes (although there is no need to be over-
pessimistic), whatever the political or economic system in force and
whatever the pensions machinery in operation: this latter may in fact be
so complicated that its workings can often mask the basic problems.

But are demographic factors the only ones that need to be taken into
account?

To be sure, the increase in absolute numbers and in the proportion of
older persons is a demographic phenomenon, as is the lengthening of
retired life in relation to working life. But other factors also play their
part, such as the maturing of pension schemes, the extension of coverage
to large groups of the population, improved coverage of claimants
(widows in particular), and subsidisation of pension schemes with a
diminishing number of contributors (in branches which are losing
ground as a result of technological change). The financial pressure on all
systems may also be increased by widespread and lasting unemployment
(by whatever name it is known). The rules applied in indexing the
pensions of the already retired can also affect financing; often it is
necessary to revoke socially generous and justified provisions (the
indexing of pensions to wages) and to limit increases to rises in the price
index, with a shorter or longer time-lag.

In countries with no national pension system or where the systems in
operation are strictly occupational, it is also necessary to grant welfare
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benefits to older persons who do not qualify for a pension at all, or who
only qualify for a partial pension, when their own resources are
insufficient for their needs. Such allowances are not dependent upon the
prior payment of contributions; they are financed, directly or indirectly,
from taxation even though they may in fact be transmitted via pension
funds. Although, from the legal point of view, they differ considerably
from retirement pensions, from a financial point of view they too are
transfers designed to prevent needy old people from falling below the
poverty line.

Health expenditure

Protection of the population against the risk of illness varies widely
from country to country, especially when taken in its broadest sense, i.e.
to include not only reimbursement of hospital and medical expenses as
such, but also the cost of prevention and compensation for loss of
earnings.

Individual medical expenditure is closely bound up with age. Fairly
high during the first year of life (to which must be added the antenatal
period), it falls, then rises again, increasing rapidly after the age of 60. In
spite of the relatively small numbers involved, the percentage of total
medical expenditure occasioned by older persons is fairly high. It is
difficult to make international comparisons since there is no guarantee
that the level, quality, nature and volume of care are identical from one
country to another: it is, however, clear that the percentage of old people
in the population is significant in that their share in the growth of medical
expenditure is more than proportionate to their numbers.

The level of expenditure is, however, no proof that the needs of older
people are today covered to the same extent as those of younger ones: this
inadequacy often has tragic consequences for those who are both very
old and dependent. In other words, health expenditure related to the
presence of a high proportion of older persons (the very old in particular)
would immediately rise if their needs were better catered for. It can be
seen, then, that at equivalent levels of development, the health needs of
an “aged” population can be proportionately more expensive than those
of a younger population.

More generally speaking, the links between population trends and
health costs are hardly ever straightforward. A fall in the birth rate brings
down medical expenditure to begin with, but later on the cost increases as
more care is taken to bring down sickness and mortality rates among
mothers and infants. The length of hospital stays, instead of reflecting the
poor state of health of the elderly, could well be a sign that other forms of
accommodation and care are lacking.
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In short, health and its protection cannot be measured merely by the
amount of medical expenditure, individual or collective.

Inasmuch as the resources come from the socially insured (as
contributors or as producers), it goes without saying that any fall in
output or productivity caused directly by sickness or accidents (and the
ensuing absence from work), and by unemployment, places a heavy
burden on finances. Any effective measures to improve the health of the
working population may be regarded in the same light as the introduc-
tion of shorter working hours, and a reduction in the arduousness of
work and the number of hazardous jobs.

Increased longevity itself poses certain problems in that it is not
always accompanied by improvements in the quality of life: nowadays it
is possible to live a long while in a poor state of health. This prolongation
of life is, however, not the same for both sexes or for all social and
occupational groups.

The optimum use of resources—which will always be limited—may
be adversely affected by especially high expenditure in regions where
ageing of the local population is more marked than in others. Economies
of scale can help city-dwellers, but are not much use to older country-
dwellers, especially those living in widely dispersed communities situated
far from well-equipped and well-staffed centres. Appropriate maps could
be used to show the areas with a high incidence of ageing and an
accumulation of handicaps.

It is clear that in any case the consequences for the ageing European
populations in terms of health raise two questions for social security, as
they do for any collective coverage of expenditure. First, is it possible to
restructure the provision of care to cater to the specific needs of older
people, thereby enabling them to enjoy, in the same way as other social
groups, the best possible state of health. Second, how can the additional
cost which would inevitably result from such restructuring best be met in
an overall economic climate where pessimism is likely to remain the order
of the day?

The aim of this study was not to provide ready-made answers to such
fundamental questions as these, but simply to throw some light on two
aspects of the problems involved in providing health care for societies
where both the numbers and the proportions of older people are
increasing: adjustment is necessary and a rise in costs inevitable. It is, of
course, for the governments and peoples of Europe to seek solutions
compatible with both moral and financial necessities, so that the health of
the elderly is not sacrificed on the altar of economic rationalism as
applied to social security.

169






STATISTICAL APPENDIX

Tables A.1-A.S in this appendix are based on data extracted from the following
sources: United Nations: World population prospects: Estimates and projections as
assessed in 1984 (New York, 1986); idem: Global estimates and projections by sex and age:
The 1984 assessment (New York, 1987).

The countries in these tables are listed within groupings (see Chapter 1) in geographi-
cal order, from north to south.
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Table A.1. Structure of the total population by group/country, 1975-85

Age Year EEC Northern Europe
groups
(years) -
Den- Nether- Bel- Luxem- Germany, United Ire- France Por- Spain [taly Greece Toal Ice- Nor- Swe- Den-  Total
mark lands gium bourg Fed. Rep. of Kingdom land tugal land  way den mark
Numbers in thousands
04 1975 362 1036 657 23 3484 3954 351 4119 850 3327 4315 690 23158 21 310 551 302 1184
" 1985 276 894 612 21 3047 3727 368 3872 836 2723 3150 710 20236 23 258 476 321 1078
5-14 1975 782 2457 1521 55 9966 9123 650 8477 1781 6512 9065 1470 51859 4 644 1144 735 2567
" 1985 681 1950 2263 43 6309 7216 699 7783 1676 6642 7969 1418 43649 42 576 1047 622 2287
15-19 1975 370 1164 779 27 4449 4145 295 4236 826 2947 4135 705 24078 22 309 536 399 1306
" 1985 392 1232 729 27 4857 4425 340 4165 867 3288 4560 777 25659 21 334 601 359 1315
0-19 1975 1514 4657 2957 105 17899 17222 1296 16832 3457 12776 17515 2865 99095 87 1263 2231 1436 5057
" 1985 1349 4076 2604 91 14213 15368 1407 15820 3379 12653 15679 2905 89 544 86 1168 2124 1302 4680
20-39 1975 1467 3912 2643 154 17705 14803 789 14 602 2528 9402 15416 2388 85809 61" 1074 2310 1486 4931
" 1985 1 549 4832 3059 13 18060 16448 1052 16933 3124 1Hol4 16553 275 95452 78 1246 2386 1619 5329
40-59 1975 1133 2909 2322 86 13839 13015 624 11646 2087 8299 13181 2222 71363 40 904 1930 1058 3932
" 1985 1190 3197 2339 95 16413 12674 631 12216 2156 8820 14285 2497 76513 45 853 1941 1130 3969
20-59 1975 2600 6821 4965 240 31544 27818 1413 26248 4615 17701 28597 4610 158172 101 1978 4240 2544 8863
" 1985 2739 8029 5398 208 34476 29122 1683 29149 5280 19834 30838 5212 171965 123 2099 4327 2749 9298
60-64 1975 270 594 512 20 3551 3178 144 2526 421 1550 2934 465 16 165 8 218 484 231 941
" 1985 268 684 571 18 3374 37 146 2905 477 1784 3243 463 17014 9 230 485 241 965
65-79 1975 556 1225 1139 37 75717 6489 293 5803 796 2970 4457 718 32060 16 449 1018 438 1921
" 1985 601 1362 1043 38 6861 6734 310 5007 919 2657 4306 1038 30876 19 511 1120 492 2142
80 and over 1975 122 276 223 8 1283 1328 61 1299 134 601 1085 189 6609 4 100 221 62 387
v 1985 162 347 287 8 1951 1732 65 1741 156 730 1436 261 8876 5 133 295 108 541
60 and over 1975 947 2095 1874 67 12393 10995 496 9628 1352 5121 9716 1372 54834 28 767 1723 731 3249
" 1985 1032 2393 1 900 65 12187 11635 520 9653 1552 6058 10684 1762 56856 33 874 1900 841 3648
65 and over 1975 678 1501 1362 47 8860 7817 353 7102 930 3571 6782 1107 40038 20 549 1239 500 3308
" 1985 764 1709 1330 46 8813 8465 374 6749 1075 4274 7442 1299 42340 24 644 1415 600 2683
Toual 1975 5060 13794 9796 362 61832 56035 3206 52707 9425 35596 54 588 8847 312689 216 4007 8194 4711 17129
” 1985 5122 14 500 9903 363 60877 56125 3605 5462 10212 38 542 57300 9879 321051 243 4142 8351 4891 17627
Percentages
0-14 1975 22.6 25.7 222 19.0 21.8 233 31.2 239 279 27.6 240 244 240 30.1 238 20.7 220 21.9
" 1985 18.7 19.6 189 17.6 154 19.5 29.5 213 24.6 243 19.4 2.5 19.9 26.7 20.1 18.2 19.3 19.1
0-19 1975 299 3.8 30.2 25.6 289 30.7 404 319 36.7 359 3t4 317 31.7 40.3 31.5 272 30.5 29.5
" 1985 264 28.1 26.3 25.1 233 274 390 29.0 33.1 328 274 294 279 354 28.2 254 26.6 26.6
20-59 1975 514 49.4 50.7 58.5 51.0 49.6 4.1 49.8 49.0 49.7 51.2 51.0 50.6 46.8 494 51.7 54.0 51.7
" 1985 53.5 554 54.5 513 558 519 46.6 534 51.7 51.5 53.8 52.8 536 50.6 50.7 51.8 56.2 527
60 and over 1975 18.7 15.2 19.1 159 20.1 19.6 15.5 18.3 14.3 144 174 15.2 17.6 13.0 19.1 21.0 15.5 19.0
" 1985 20.1 16.5 19.2 17.6 19.7 20.7 144 17.7 15.2 15.7 18.6 17.8 17.7 13.6 211 28.8 17.2 20.7
65 and over 1975 134 10.9 13.9 13.1 14.3 14.0 11.0 13.5 9.9 10.0 12.1 17.2 12.8 9.3 13.7 15.1 10.6 13.5
" 1985 14.9 11.8 13.4 12.7 14.5 15.1 10.4 124 10.5 11.1 13.0 13.1 13.2 9.9 15.2 16.9 123 15.2
Older women { 1975 57.1 58.2 59.8 59.6 62.4 61.2 55.0 61.1 60.5 58.7 58.3 55.5 62.5 50.0 57.1 56.0 63.2 51.7
(65+) 1985 58.1 58.6 60.8 60.9 65.6 60.7 559 60.9 59.9 59.1 58.9 56.1 578 62.5 54.5 56.8 64.5 58.0
Ratios
60 and over { 1975 36 3l 38 27 39 40 35 37 29 29 30 30 36 28 39 41 29 37
[20-59] 1985 38 30 35 31 35 40 31 33 29 26 29 4 kx 3 27 42 4“4 31 39
65 and over {l975 24 20 25 18 25 25 14 25 18 19 22 18 23 18 25 26 18 24
{20-64) 1985 25 20 22 20 23 26 20 2] 19 20 21 23 22 18 28 29 20 26
0-19)+(60+) (1975 95 99 97 72 9% 101 120 101 104 101 95 92 97 114 103 98 85 94
[20-59) {1985 87 81 83 75 106 93 HE 87 93 94 85 90 85 97 107 - 93 78 9%
0-19)+(65+) 1975 76 83 79 58 76 81 106 83 87 85 77 78 80 98 83 73 70 75
[20-64] { 1985 70 66 66 6l 61 74 97 70 77 % 68 74 70 83 78 74 64 R 2
Median 1975 330 294 34.1 344 352 339 264 36 28.7 29.7 334 339 254 325 353 30.7

age 1985 359 330 35.1 359 317 354 264 33.6 30.1 31.2 355 348 28.1 34.5 37.5 34.6
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Alpine Europe Adriatic Europe Mediterranean Eastern Europe USSR Turkey Age Year
island countries groups
- — i _ (years)
Switzer-  Austria Total Yugo- Alb- Total Mala Cyprus Total German Po- Czecho- Hun- Ro- Bul- Total
land slavia ania Dem. Rep  land slovakia gary mania  garia
Numbers in thousands
427 501 928 1823 340 2163 21 47 75 986 2866 1290 el 1928 672 8533 21436 5911 04 1975
361 463 824 1803 382 2185 32 66 98 1189 3300 1N 676 1908 690 8934 25047 6364 " 1985
1003 1252 225§ 3666 628 4294 57 111 168 2660 5309 2172 1352 3433 1247 16173 44792 10141 5-14 1975
763 930 1693 3 698 4409 59 103 162 2060 6093 2639 1635 3896 1334 17657 44171 11559 " 1985
478 574 1052 1903 272 2175 30 66 96 1322 3422 1156 794 1785 650 9129 24856 4559 15-19 1975
483 607 1090 1802 316 2118 26 49 75 1223 2516 1068 710 2001 623 8141 20230 5401 " 1985
1908 2327 423§ 7392, 1240 8632 115 224 339 4968 11597 4618 2937 7146 2569 133835 91084 20611 0-19 1975
1607 2000 3607 7316 1396 8712 117 218 335 4472 11909 4878 3021 7805 2647 4732 89448 23324 " 1985
1921 2015 3936 6475 667 7142 110 186 296 4701 10055 4329 3117 6109 2477 30788 73209 10527 20-39 1975
1933 2230 4163 7282 950 8232 132 228 360 4932 12151 4721 3087 6404 2560 33855 86834 14864 - 1985
1454 1638 3092 479 351 5147 74 112 186 3309 7287 3280 2557 4961 2270 23665 55230 6137 40-59 1975
1611 1787 3398 5629 492 6121 59 132 191 4332 7987 3442 2643 5534 2297 26235 65767 7947 " 1985
3375 3653 7028 11271 1018 12289 184 298 482 8010 17342 7609 5674 11070 4748 54453 128439 16664 20-59 1975
3544 4017 7551 12911 1442 14353 191 360 551 9264 20138 8163 5730 11938 4857 60090 152601 22811 - 1985
313 415 728 853 58 911 12 25 42 934 1438 783 597 991 451 5194 11147 942 60-64 1975
330 425 755 1023 64 1087 17 24 41 801 1655 831 614 117 544 5562 10595 1060 " 1985
675 950 1625 1624 94 1718 29 48 77 2328 2844 1570 1154 1791 830 10517 19178 11666 65-79 1975
695 831 1526 1595 129 1724 29 54 83 1719 2834 1387 1093 1807 857 9697 21364 1833 " 1985
234 176 310 213 16 229 5 11 16 409 401 222 178 248 122 1580 3545 142 80 and over 1975
199 228 427 3t0 21 331 7 11 18 508 650 322 240 348 167 2235 4610 260 ” 1985
1122 1541 2663 2690 168 2858 46 84 130 3671 4683 2575 1929 3030 1405 17291 33870 2750 60 and over 1975
1224 1484 2708 2928 208 3136 48 89 137 3028 5138 2540 1947 3272 1568 17494 36569 3153 " 1985
809 1126 1935 1837 110 1947 k) 59 93 2737 3245 1792 1332 2040 958 12097 22723 1808 65 and over 1975
894 1059 1953 1905 150 2055 36 65 101 2227 3484 1709 1333 2155 1024 11932 25974 2093 " 1985
6405 7520 13925 21352 2424 23776 346 609 955 16650 34022 14802 10541 21245 8722 105579 253393 40025 Total 1975
6374 7502 13876 23153 3050 26203 383 669 1052 16766 37187 15579 10697 23017 9071 112316 278618 49289 " 1985
Percentages
223 233 229 257 399 27.2 24.6 25.9 25.5 219 240 234 20.3 25.2 220 234 26.1 0-14 1975
17.6 18.6 18.1 238 354 25.2 25.6 253 247 19.4 253 4.5 21.6 25.2 23 23.7 24.8 364 " 1985
2938 309 304 34.6 512 36.3 332 36.8 35.5 29.8 341 312 27.9 336 29.5 320 35.9 S1.5 0-19 1975
25.2 26.7 26.0 31.6 458 33.2 30.6 32.6 31.8 26.7 320 319 28.2 33.9 29.2 309 321 413 " 1985
55.8 48.6 50.5 52.8 4.0 51.7 53.2 489 50.5 48.1 51.0 St.4 53.8 521 54.4 51.6 50.7 41.6 20-59 1975
55.6 535 54.4 55.8 473 54.8 49.9 53.8 524 55.3 54.2 52.4 53.6 51.9 53.5 53.5 54.8 46.3 " 1985
17.5 205 . 19.1 12.6 6.9 12.0 133 13.8 13.6 22.0 13.8 17.4 18.3 14.3 16.1 16.4 134 6.9 60 and over 1975
19.2 19.8 19.5 12.6 6.8 12.0 13.5 13.3 13.0 18.1 13.8 16.3 18.2 142 173 15.6 13.1 6.4 ” 1985
12.6 15.0 13.9 8.6 4.5 82 9.8 9.7 9.7 16.2 9.5 12.1 12.6 9.6 109 11.5 9.0 4.5 65 and over 1975
14.0 14.1 14.1 8.2 4.9 78 9.4 9.7 9.6 13.3 9.4 11.0 12.5 9.4 1.3 10.6 9.3 4.2 " 1985
59.6 62.4 61.5 56.7 54.1 56.5 54.5 55.0 54.8 63.0 60.7 59.8 589 56.8 54.0 59.7 9.5 529 Older women { 1975
59.9 64.9 62.5 59.1 54.0 58.7 58.3 54.5 55.9 67.0 62.3 61.1 614 58.2 55.2 61.6 70.5 55.0 65+) 1985
Ratios
33 42 38 24 17 23 25 28 27 46 27 32 M4 27 30 32 26 17 60 and over { 1975
35 37 36 23 14 22 25 25 25 33 26 3l 34 27 32 29 24 14 [20-59) 1985
2 28 25 15 10 15 17 18 18 3 17 21 21 17 18 20 16 10 65 and over {1975
23 24 24 14 10 13 17 17 17 22 16 19 21 17 19 18 16 9 [20-64] 1985
90 106 98 89 138 93 88 103 97 108 94 95 86 92 84 94 97 140 (0-19)+ (60 +) 1975
80 87 84 I m 83 86 85 86 81 85 91 87 93 87 87 83 116 {20-59) 1985
74 85 80 76 117 80 76 88 82 86 9 76 68 9 68 77 82 127 0-19)+(65+) 1975
65 ] 67 66 103 70 74 74 74 67 Tt 7B 9 76 68 71 82 106 {20-64) 1985
33.0 33.9 29.0 19.5 288 27.1 353 286 314 342 30.8 340 29.1 19.3 Median 1975
395 359 314 21 313 29.6 345 309 326 35.0 315 349 30.3 214 age 1985
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Table A.2. Evolution of the population, overall and by age group, 1985-2025
(numbers in thousands)

Age groups .04 5-14 15-19 20-59

Group/

Country 1985 2000 2025 1985 2000 2025 1985 2000 2025 1985 2000 2025
EEC

Denmark 276 261 219 681 557 444 392 282 232 2741 2939 2400
Netherlands 894 786 762 1950 1700 1461 1232 906 722 8031 8880 7324
Belgium 612 573 613 1263 1177 1210 729 619 598 5399 5547 4929
Luxembourg 21 19 19 43 39 37 27 21 18 207 204 168
Germany, Fed.

Rep of 3047 3016 2973 6309 6455 5605 4857 3036 2609 34477 32719 25658
United

Kingdom 3727 3488 3474 7216 7192 6854 4425 3686 3297 29122 30527 27908
Ireland 368 395 369 699 793 747 340 367 377 1681 2232 2929
France 3872 3552 3500 7783 7325 6908 4165 3855 3419 29148 31319 29473
Portugal 836 832 790 1676 1675 1588 867 824 795 5281 6017 6431
Spain 2723 3109 2925 6642 5953 5766 3288 2712 2950 19831 22649 24270
Ttaly 3150 3638 3379 7969 6887 6301 4560 3138 3174 30937 32124 28976
Greece 710 694 666 1418 1407 1342 777 706 672 5212 5361 5539
Total 20236 20363 19689 43649 41160 38263 25659 20152 18863 172067 180618 166005
Northern Europe
Iceland 23 19 18 42 40 37 21 23 19 124 151 158
Norway 258 234 245 576 490 475 334 263 231 2101 2399 2157
Sweden 476 411 419 1047 842 800 601 485 409 4326 4595 3838
Finland 320 282 273 622 606 550 359 326 279 2748 2879 2495
Total 1078 946 955 2287 1978 1862 1315 1097 938 9299 10024 8648
Alpine Europe
Switzertand 36t 308 301 763 675 573 483 360 281 3543 3572. 2797
Austria 463 423 405 930 913 828 607 461 406 4017 4180 3635
Total 824 731 706 1693 1588 1401 1090 821 687 7560 7752 6432
Adriatic Europe )

Yugoslavia 1803 1702 1698 3711 3457 3318 1802 1791 1667 12909 13762 13812
Albania 382 431 500 698 854 941 316 378 447 1441 2072 3039
Total 2185 2133 2198 4409 4311 4259 2118 2169 2114 14350 15834 16841
Mediterranean island countries

Malta 32 29 29 59 60 60 26 32 30 213 235 231
Cyprus 66 56 63 103 120 128 49 66 64 361 4it 449
Total 98 85 92 162 180 188 75 98 94 574 646 1380
Eastern Europe

German Dem.

Rep. 1169 1059 1098 2060 2259 2242 1223 1185 1128 9285 9155 8675
Poland 3300 2924 3010 6093 5916 5941 2516 3286 3027 20140 21996 23166
Czechoslavia 1170 1239 1235 2639 2292 2378 1068 1167 1194 8161 9167 9449
Hungary 676 685 649 1635 1184 1242 710 673 635 5729 6034 5505
Romania 1908 2038 2145 3896 3936 4180 2001 1891 2033 11940 13184 15389
Bulgaria 690 651 673 1334 1317 1340 623 686 669 4856 4953 5153
Total 8914 8596 8810 17657 16904 17323 8141 8888 8686 60111 64489 67337
USSR 25047 24252 27250 44171 49794 54083 20230 24852 26627 152601 160716184199
Turkey 6364 7039 7964 11559 13813 15488 5401 6197 7364 22812 32911 53386




Statistical appendix

60 and over of which: of which: Total Median age
65 and over 80 and over (years)

1985 2000 2025 1985 2000 2025 1985 2000 2025 1985 2000 2025 1985 2000 2025

1032 1043 1395 764 781 1043. 162 195 235 5122 5082 4690 359 39.6 46.4
2393 2810 4422 1709 2067 3258 347 423 614 14500 15082 14691733.0 38.7 46.2
1900 2095 2704 1330 1580 1986 287 296 387 9903 10011 10054 35.1 389 42.0

65 75 97 46 54 72 8 9 14 363 358 339 359 40.3 440

12187 14258 16645 8813 9942 12018 1951 1980 2855 60877 59484 53490 37.7 41.1 459

11635 11461 14386 8465 8640 10437 1732 2011 2211 56125 56354 55919 354 37.7 41.1
520 533 904 374 393 618 65 80 103 3608 4320 5326 26.4 28.7 349
9653 11111 15131 6749 8396 11273 1741 1502 2111 54621 57162 58431 33.6 37.3 41.6
1552 1863 2730 1075 1377 1933 158 217 336 10212 11211 12334 30.1 33.7 384
6058 7814 10072 4274 5751 7217 730 1022 1491 38542 42237 45983 31.2 34.2 388
10684 12855 15348 7442 9412 11222 1436 1703 2485 57300 58642 57178 35.5 38.5 43.0
1761 2269 2570 1298 1682 1921 261 325 457 9878 10437 10789 34.8 36.7 39.7

59440 68187 86404 42339 50075 62998 8876 9763 13299 321051 330380 329224

33 40 72 24 31 52 5 7 10 243 273 304 28.1 334 405
873 829 1153 644 644  B62 133 169 175 4142 4215 4261 345 38.1 43.6
1901 1833 2241 1416 1405 1709 295 365 404 8351 8166 7707 37.5 40.6 45.1
841 962 1397 600 711 1050 108 150 203 4891 5055 4994 34.6 39.0 429

3748 3664 4863 2684 2792 3673 541 691 792 17627 17709 17266

1224 1426 1832 894 1058 1379 199 232 329 6374 6341 5784 36.5 41.1 46.8
1485 1540 2005 1060 1136 1434 228 227 311 7502 7517 7279 353 38.5 43.0

2709 2966 3837 1954 2194 2813 427 459 640 13876 13858 13063

2928 4494 6261 1905 3185 4638 310 388 840 23153 25206 26756 31.4 35.5 39.7
213 367 845 150 243 - 568 21 35 89 3050 4102 5772221 254 316

3141 4861 7106 2055 3428 5206 331 423 929 26203 29308 32528

53 62 109 36 43 81 7 8 13 383 418 459 31.3 35.6 38.8
90 109 198 66 75 146 1 669 762 902 29.6 33.6 36.7

rS
[
w

143 17 307 102 18 227 18 22 36 1072 1180 1361

3029 3491 4427 2228 2351 3157 508 403 663 16766 17149 17570 34.5 37.9 39.8
5138 6694 10142 3484 4897 7736 650 764 1243 37187 40816 45286 30.9 34.5 38.1
2540 2716 3901 1709 2027 2945 322 323 518 15579 16581 18157 32.6 34.6 37.8
1947 2138 2567 1333 1597 2017 240 255 391 10697 10714 10598 35.0 38.0 41.1
3272 4522 5500 2155 3193 4252 348 412 793 23017 25571 29247 31.5 32.7 35.6
1568 1928 2235 1024 1441 1686 167 210 347 9071 9535 10070 349 36.4 38.0

17494 21489 28772 11933 15506 21793 2235 2367 3955 112317 120366 130928

36569 55122 76075 25974 37303 54641 4610 5706 9966 278618 314736 368234 30.3 33.7 35.5
3153 5391 11810 2093 3615 7723 260 382 1043 49289 65351 91925 21.4 25.0 30.8
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Table A.3. Young people (0-19 years): Numbers in thousands and rate of change, 1985-2025
(index: 1985 = 100)

Group/country Age group Age group Age group
0-4 years 5-14 years 15-19 years
No. Index No. Index No. Index

1985 2000 2025 2000 2025 1985 2000 2025 2000 2025 1985 2000 2025 2000 2025

EEC

Denmark 276 261 219 95 79 681 557 444 82 65 392 282 232 72 59
Netherlands 894 786 762 88 85 1955 1700 1461 87 75 1232 906 722 74 59
Belgium 612 573 613 94 100 1263 1177 1210 93 96 729 619 598 85 82
Luxembourg 21 19 19 90 90 43 39 37 91 86 27 21 18 78 67
Germany, Fed. Rep. of 3047 3016 2973 99 76 6209 6455 5605104 90 4857 3036 2609 63 54
United Kingdom 3727 3488 3474 94 93 7316 7192 6854 98 94 4425 3686 3297 83 75
Ireland 368 395 369107 100 699 793 747113 107 340 367 377108 111
France 3872 3552 3500 92 90 7783 7325 6908 94 89 4165 3855 3419 93 82
Portugal 836 832 790100 94 1676 1675 1588 100 95 867 824 795 95 92
Spain 2723 3109 2925114 107 6642 5953 5766 90 87 3288 2712 2950 82 90
Italy 3150 3638 3379115 107 7969 6887 6301 8 79 4560 3138 3174 69 70
Greece 710 694 666 98 93 1418 1407 1342 99 95 777 706 672 91 86
Total 20236 20363 19689 101 97 43654 41160 38263 94 88 2565920152 18863 79 74
Northern Europe

Iceland 23 19 18 83 78 42 40 37 95 88 21 23 19110 90
Norway 258 234 245 91 95 576 492 475 85 82 334 263 231 719 69
Sweden 476 411 419 86 88 1047 842 800 80 76 601 485 409 81 68
Finland 321 282 273 88 85 621 606 550 98 89 359 326 279 91 78

Total 1078 946 955 88 89 2286 1980 1862 87 81 1315 1097 938 83 71
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Alpine Europe

Switzerland 361 308 301 85 83 763 675 573 88 175 483 360 281 75 58
Austria 463 423 405 91 87 930 913 828 98 89 607 461 406 76 67
Total 824 731 706 89 86 1693 1588 1401 94 83 1090 821 687 75 63
Adriatic Europe

Yugoslavia 1803 1702 1698 94 94 3711 3457 3318 93 89 1802 1791 1667 99 93
Albania 382 431 500113 131 698 854 941 122 134 316 378 447 120 141
Total 2185 2133 2198 98 101 4409 4311 4259 98 97 2118 2169 2114102 100
Mediterranean island countries

Malta 32 29 29 91 91 59 60 60 102 102 26 32 30123 115
Cyprus 66 56 63 85 95 103 120 128117 124 49 66 64 135 131
Total 98 85 92 87 108 162 180 188111 116 75 98 94 131 125
Eastern Europe

German Dem. Rep. 1169 1059 1098 91 94 2060 2259 2242110 109 1223 1185 1128 97 92
Poland 3300 2924 3010 89 91 6193 5916 5941 96 96 2516 3286 3027 131 120
Czechoslovakia 1171 1239 1235106 106 2639 2292 2378 87 90 1068 1167 1194109 112
Hungary 676 685 649101 96 1635 1254 1342 77 82 710 673 635 95 89
Romania 1908 2038 2145107 (12 3896 3936 4180101 107 2001 1891 2033 95 102
Bulgaria 690 651 673 94 98 1334 1317 1340 99 100 623 686 669 110 107
Total 8914 8596 8810 96 99 1775716974 17423 96 98 8141 8888 8686 109 107
USSR 25047 2425227250 97 109 44171 49794 54083 113 122 20230 24852 26627 123 132
Turkey 6364 7039 7964 111 125 11559 13813 15488 119 134 5401 6197 7364 115 136
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Table A.4. Working-age population (20-59 vyears): Numbers in thousands and rate of change, 1985-2025
(index: 1985-100)

Group/country Age group 20-39 ‘years Age group 40-59 years Ratio 40-59/20-39

No. Index No. Index % Index

1985 2000 2025 2000 2025 1985 2000 2025 2000 2025 1985 2000 2025 2000 2025

EEC

Denmark 1549 1476 1083 95 70 1190 1464 1317 123 111 768 99.2 1216 129 158
Netherlands 4832 4478 3279 93 68 3197 4400 4046 138 122 66.2 98.3 1234 148 186
Belgium 3059 2804 2364 92 77 2339 2741 2566 117 110 76.5 97.8 1085 128 142
Luxembourg 113 98 77 87 68 95 105 91 111 96 84.1 107.1 118.2 127 141
Germany,

Fed. Rep. of 18060 16210 12064 90 68 16416 16507 13594 101 83 909 101.8 1127 112 124
United Kingdom 16448 15799 13586 96 82 12674 14729 14321 116 113 77.1 932 1054 121 137
Ireland 1052 1351 1566 124 143 631 881 1361 140 216 60.0 652 869 108 145
France 16933 16107 14203 95 84 12216 15211 15269 125 125 721 944 1075 131 149
Portugal 3124 3367 3255 108 104 2156 2648 3177 123 147 69.0 78.7 976 114 141
Spain 11014 13003 12054 118 109 8820 9646 12216 109 101  80.1 742 1013 93 126
Italy 16653 16981 13856 103 84 14285 15142 15120 106 106 858 89.2 109.1 104 127
Greece 2715 2885 2754 106 101 2497 2475 278 99 112 920 858 1012 93 110
Total 95552 94559 80441 99 84 76516 85949 85864 112 112 80.1 909 1068 114 133
Northern Europe
Iceland 78 85 75 109 96 45 67 87 149 193 577 788 116.0 137 201
Norway 1246 1241 984 100 79 853 1159 1172 136 137 68.5 933 119.1 136 174
Sweden 2386 2278 1726 116 72 1941 2317 2114 119 109 814 101.7 1225 125 150
Finland 1619 1389 1202 8 74 1130 1491 1293 132 114 698 1073 1076 154 154

Total 5329 4993 3987 94 75 3969 5034 4666 127 118 745 1008 117.0 135 154
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Alpine Europe
Switzerland
Austria

Total

Adriatic Europe
Yugoslavia

Albania

Total

Mediterranean
island countries
Malta

Cyprus

Total

Eastern Europe

German Dem. Rep.

Poland
Czechoslovakia
Hungary
Romania
Bulgaria

Total

USSR
Turkey

1933 1731 1255 90 65 1611 1842 1541 114 9 833 106.4 1228 128 147
2230 2157 1726 97 77 1787 2022 1911 113 107 80.1 93.7 111.7 117 138
4163 3888 2981 93 72 3398 3864 3452 114 102 816 994 1058 122 142
7282 7283 6809 100 94 5629 6479 7006 115 124 773 89.0 1029 116 133
950 1307 1702 138 179 492 765 1338 155 272 518 585 786 113 152
8232 8590 8511 104 103 6121 7244 8344 118 136 744 843 980 113 132
132 116 118 88 89 9 120 114 152 144 599 1035 96.6 173 162
228 209 236 92 104 132 200 212 152 161 579 957 898 165 155
360 325 354 90 98 211 320 326 152 159 586 985 949 168 162
4932 4660 4366 95 89 4332 4495 4310 104 100 878 95.5 987 109 112
12151 11253 11781 86 97 7987 10744 11385 135 143 657 955 966 145 147
4721 4762 4758 101 101 3442 4407 4691 128 136 729 926 986 127 135
3087 2962 2629 96 85 2643 2973 2877 112 109 856 1004 1094 117 128
6404 7240 7950 113 124 5534 5945 7436 107 134 864 82.1 935 95 108
2560 2554 2610 100 102 2297 2399 2541 104 111 89.7 93.0 974 105 109
33855 33431 34096 99 101 26235 30963 33240 118 127 775 926 975 119 126
86834 87607 98516 101 113 65767 73110 85681 111 130 75.7 835 870 110 115
14864 21290 27541 143 185 7947 11622 21754 146 274 535 546 79.0 102 148
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Table A.5. Older persons (65 years and over): Numbers in thousands and rate of change, 1985-2025 (index: 1985 =100)

Group/country Age group 65-79 years Age group 80 and over Ratio 80+ /65-79

No. Index No. Index Y% Index

1985 2000 2025 2000 2025 1985 2000 2025 2000 2025 1985 2000 2025 2000 2025
EEC
Denmark 601 585 808 98 135 162 195 235 120 145 270 333 29.1 123 108
Netherlands 1362 1645 2624 121 193 347 423 614 122 177 255 25.7 23.4 103 92
Belgium 773 1284 1601 166 207 287 296 387 103 135 37.1 23.1 24.2 62 65
Luxembourg 38 46 58 121 153 8 9 14 113 175 21.1 19.6 24.1 93 114
Germany,

Fed. Rep. of 6861 7962 9162 116 134 1951 1980 2855 102 146 284 249 31.2 88 110
United Kingdom 6734 6629 8226 98 122 1732 2011 2211 116 128 25.7 30.3 26.1 118 105
Ireland 310 313 515 110 166 65 80 101 123 155 21.0 25.6 19.6 122 93
France 5007 6893 9162 138 183 1741 1502 2111 8 121 348 215 230 62 66
Portugal 919 1160 1597 126 174 156 217 336 139 215 170 18.7 36.5 110 215
Spain 3544 4728 5726 133 16l 730 1022 1491 140 204 206 21.6 26.0 105 126
Italy 6007 7709 8734 128 146 1438 1703 2405 118 167 240 22.1 27.5 92 115
Greece 1038 1357 1465 131 141 261 325 457 125 175  25.1 239 31.2 95 124
Total 33194 34101 49678 103 150 8878 9763 13217 110 149 268 28.6 26.6 107 99
Northern Europe )

Iceland 19 23 42 121 221 5 7 10 140 200 263 304 23.8 116 90
Norway 511 476 657 93 134 133 169 175 127 132 260 35.5 25.5 137 98
Sweden 1100 1039 1364 94 124 295 365 404 124 137 268 35.1 29.6 131 110
Finland 492 561 847 114 172 108 150 203 139 188 220 26.7 24.0 121 109
Total 2122 2099 2910 99 137 541 691 792 128 146 255 329 27.2 129 107

Jeqid 03 piweiAd woay4



181

Alpine Europe

Switzerland 695 826 1049 119 151 199 232 329 117 165 286 281 314 98 109
Austria 831 910 1114 110 134 228 227 311 100 136 274 249 279 91 101
Total 1526 1736 2163 114 142 427 459 640 107 150 280 264 296 94 106
Adriatic Europe

Yugoslavia 1595 2797 3598 175 226 310 388 840 125 271 194 139 233 72 120
Albania 129 207 479 160 371 21 35 89 167 424 163 169 186 104 114
Total 1724 3004 4077 174 236 331 423 929 128 281 19.2 141 228 73 119
Mediterranean island countries

Malta 29 35 68 121 234 7 8 13 114 186 241 229 19.1 95 79
Cyprus 54 60 123 111 228 11 14 23 127 209 204 233 187 114 92
Total 83 95 191 114 230 18 2 36 122 200 217 232 188 107 87
Eastern Europe

German Dem. Rep. 1719 1948 1495 113 87 508 403 663 79 131 296 207 443 70 150
Poland 2834 4133 6493 146 229 650 764 1243 118 191 229 183 19.1 80 83
Czechoslovakia 1387 1704 2427 123 175 322 323 518 100 161 232 190 213 82 92
Hungary 1093 1341 1626 123 149 240 255 391 106 163 220 190 256 8 116
Romania 1807 1781 3459 99 191 348 412 793 118 228 193 231 229 120 119
Bulgaria 857 1231 1339 144 156 167 210 347 126 208 195 17.1 259 88 133
Total 9697 12138 16839 125 174 2235 2367 3955 106 177 23.1 19.5 235 84 102
USSR 21364 31597 44675 148 209 4610 5706 9966 124 216 21.6 181 223 84 103
Turkey 1833 3232 6681 176 364 260 382 1043 147 401 142 11.8 156 83 110
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Table A.6. Average labour force participation rates of the population aged 55 and over in European subregions, 1950-85

Subregion/ 1950 1960 1970 1980 1985
age group

Male Female Total Male Female Total Male Female Total Male Female Total Male Female Total
Eastern Europe
55-59 9390 4940 68.65 91.00 5285 70.60 8845 53.65 69.30 81.05 47.65 62.60 80.55 4595 62.15
60-64 81.50 39.65 5745 7555 38.00 5440 7045 3420 50.50 47.55 24.55 34.60 4580 2235 32.60
65+ 49.50 21.30 3340 4430 17.75 2840 4090 1585 2595 1880 945 13.15 1675 8.05 11.40
Average 55+ 709 34.1 49.8 67.5 327 476 615 295 43.02 414 205 29.7 428 255 29.8
Northern Europe
55-59 96.40 26.65 58.60 94.55 34.85 63.35 92.20 44.55 67.55 89.60 5530 7190 8920 54.60 71.50
60-64 9145 17.60 5090 8580 20.15 49.75 76.65 23.55 4990 71.70 26.75 4795 71.15 2585 47.30
65+ 36.65 7.50 1995 29.10 6.15 1540 2090 495 11.30 1235 420 7.45‘ 11.70 3.60 6.85
Average 55+ 65.6 146 37.1 61.8 16.3 36.1 55.0 17.9 340 449 19.1 302 437 176 289
Southern Europe'
55-59 90.35 17.53 50.15 88.35 1875 51.80 80.95 19.10 4820 72.00 19.45 4395 71.65 18.85 44.00
60-64 80.10 14.70 43.75 7225 15.05 40.80 59.75 14.25 3550 46.90 1230 28.00 4405 1145 26.35
65+ 5555 930 29.15 4210 835 2245 2005 6.00 1435 1470 3.75 830 13.00 3.15 720
Average 55+ 71.3 128 384 633 126 35.0 50.0 1.2 283 36.5 9.1 27.10 36.8 8.8 211
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Western Europe
55-59

60-64

65+

Average 55+
USSR

55-59

60-64

65+

Total 55+

! Excluding Cyprus and Turkey.

87.40
78.10
32.20

32.10
26.85
11.35

56.00
49.15
20.25

85.95
70.75
22.40

33.50
2335
8.15

58.25
44.15
13.80

84.30
63.00
15.00

35.10
20.40
5.60

57.15
39.30
9.30

78.10
41.75
5.70

3595
15.10
2.90

54.85
26.70
3.95

78.10
40.20
5.40

35.50
14.75
2.50

56.00
25.90
3.55

57.60

89.50
86.50
49.00

20.4

50.90
42.60
35.00

36.4

65.50
59.05
39.15

8325
52.50
39.00

18.2

45.65
35.80
26.80

333

58.70
41.50
30.70

79.45
31.80
12.50

25.35
10.45
4.05

275

44.60
18.05
6.65

78.75
30.55
10.00

12.0

25.00
9.65
3.00

19.7

44.60
16.95
5.10

71.35
29.40
8.95

11.8

23.95
8.85
2.55

20.7

47.10
16.10
4.40

71.50

40.9

57.3

343

41.5

38.30

11.5

204

32.9

9.2

Source: ILO: Economically active population: Estimates and projections: 1950-2025, Vol. H (Geneva, 3rd ed., 1986).

16.9

39.9

9.7

20.5
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Table A.7 First hypothesis: Impact of ageing of populations on medical expenditure,! various European
countries, 1985, 2000 and 2015

Country Per capita medical Average annual growth (%)? % share of old persons in total medical
expenditure expenditure
(index: Europe = 100)

Over 65 Over 75

1985 2000 2015 1985-2000 2000-2015 1985-2015 1985 2000 2015 1985 2000 2015

Albania 82 83 84 028 0.42 0.35 16 20 24 8 9 12
Austria 103 102 102 0.15 0.26 0.21 38 38 42 22 22 24
Belgium 103 103 103 020 0.29 0.24 36 39 43 20 22 22
Bulgaria 100 100 98 0.20 0.14 _ 017 34 39 40 17 21 22
Czechoslovakia 98 96 95  0.07 0.25 0.16 33 32 38 18 18 18
Denmark 103 103 106 0.25 0.43 0.34 38 38 45 21 22 24
Finland 100 101 105 0.29 0.50 0.39 33 36 45 18 20 22
France 101 100 101 0.17 0.32 0.24 35 37 41 20 21 21

German Democratic Republic 102 102 103 0.22 0.29 0.26 36 39 42 23 19 24
Germany, Federal Republic of 104 106 107 0.37 0.34 0.35 37 42 46 22 22 27
Greece 101 100 97 0.15 0.07 0.11 35 40 39 20 22 23
Hungary 101 100 100 0.19 0.28 0.23 35 37 42 19 20 22
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Iceland 95 94 98 0.16 0.51 0.34 30 30 36 16 17 18

Ireland 93 89 88 —0.08 0.21 0.07 3 27 29 17 15 14
Italy 102 103 102 0.28 0.23 0.26 36 40 43 20 22 24
Luxembourg 102 105 106 037 0.38 037 35 36 46 20 20 24
Netherlands 99 101 105 032 0.56 0.44 33 36 44 17 20 22
Norway 103 101 102 0.10 0.33 0.21 40 37 42 22 23 22
Poland 95 95 96 0.20 0.38 0.29 28 33 37 15 17 17
Portugal 95 93 95 0.09 0.39 0.24 30 32 35 15 17 17
Romania 95 95 94 0.24 0.16 0.20 29 35 36 15 17 19
Spain 97 96 94  0.18 0.16 0.17 32 35 36 16 19 19
Sweden 106 106 107 0.19 0.31 0.25 42 41 47 23 25 26
Switzerland 107 113 114 0.58 0.36 0.47 40 46 53 22 26 32
United Kingdom 103 100 100 0.06 0.25 0.16 38 38 41 21 22 22
Yugoslavia 94 95 98 0.28 0.48 0.38 26 35 39 14 17 20
Europe 160 100 100 021 0.27 0.24 34 37 41 19 20 22

! Calculations based on the following assumptions: United Nations population projections; differential growth rates, by age group, of average medical
expenditure are those noted in France (INSEE/CREDES Inquiry, 1980) and are kept constant over the whole period. ? Growth due to changes in age
structure.
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Table A.8. Second hypothesis: Impact of ageing of populations on medical expenditure,! various European
countries, 1985, 2000 and 2015

Country Per capita medical Average annual growth (%)? % share of old persons in total medical
expenditure expenditure
(index: Europe = 100)

Over 65 Over 75

1985 2000 2015 1985-2000 2000-2015 1985-2015 1985 2000 2015 1985 2000 2015

Albania 80 76 73 027 0.95 0.61 18 27 37 9 12 18
Austria 103 103 103 0.55 1.24 0.89 40 48 59 24 27 33
Belgium 103 103 105 0.59 1.35 097 39 49 60 21 27 32
Bulgaria 100 100 98  0.56 1.13 0.84 36 48 58 18 25 32
Czechoslovakia 97 93 92 027 1.18 0.72 35 41 54 19 22 26
Denmark 103 105 108 0.71 1.46 1.08 41 48 63 22 28 34
Finland 100 101 107 0.65 1.64 1.14 36 45 62 19 25 30
France 101 99 102 0.51 1.39 0.95 37 46 59 21 26 31
German Democratic Republic 103 103 103 0.64 1.20 0.92 39 49 59 24 24 33
Germany, Federal Republic of 104 109 110 0.89 1.33 1.11 39 51 63 23 27 37
Greece 101 102 98 0.61 0.98 0.79 37 50 57 21 27 34

Hungary 101 99 101 0.51 1.32 0.91 37 46 59 20 25 31
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Iceland 94 91 94 0.34 1.47 0.90 32 39 53 17 22 27

Ireland 92 85 79 0.05 0.74 0.39 33 36 4 18 20 22
Italy 102 105 105 0.76 1.25 1.01 38 50 61 21 28 36
Luxembourg 102 106 110 0.83 1.47 1.15 38 49 63 21 24 34
Netherlands 99 101 107 0.71 1.65 1.18 35 45 61 19 25 31
Norway 104 102 104 0.51 1.31 0.91 42 47 60 23 30 32
Poland 94 92 95 041 1.42 0.91 30 42 54 16 22 26
-Portugal 95 91 90 0.30 1.20 0.75 32 42 s51 16 21 26
Romania 94 94 90 053 0.99 0.76 31 4 53 16 21 28
Spain 96 95 92 049 0.98 0.74 34 4 53 17 24 30
Sweden 107 109 111 0.71 1.34 1.03 44 51 64 25 31 36
Switzerland 107 118 125 1.23 1.64 1.43 42 56 70 23 32 43
United Kingdom 103 101 100 0.46 1.17 0.81 41 47 58 22 27 32
Yugoslavia 93 93 97 0.56 1.49 1.03 28 4 56 IS 20 29
Europe 100 100 100 0.58 1.23 0.91 37 47 58 20 25 32

' Calculations based on the following assumptions: United Nations population projections; differential growth rates, by age group, of average medical
expenditure vary according to age groups and are calculated to correspond with those observed in France between 1970 and 1980, assuming that the
growth rate for the total population is zero at the beginning of the period. ? Growth due to changes in age structure.
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