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Ageing Population: Economic Perspectives

Prof. James Schulz
Professor of Economics
Brandeis University, USA
(The following are excerpts of Prof. Schulz’s presentation)

1. Around the world, older people want to contribute, pay their way, and remain a
part of society. To push them aside or to ignore their wisdom, talents, and experi-
ence is not only cruel but makes no economic sense. When older people are
healthier, enjoy longer life expectancy and a much higher standard of living, it is

time for us to re-think the economics of old age.

2. The key to the income security of older people, first and foremost, is what individu-
als and families do. That is true of people in all nations. But families cannot do the
job alone. Economic security should be viewed as a joint process of individuals,

families, employers, and government.

3. Economic growth brings about a higher standard of living and also is the basis for
improved health and life expectancy. Of course, in addition, it brings about better
educational opportunities, family planning, and a consequent decline in fertility,
along with a rising proportion of women in the labor force. The end result is not
just demographic change, but cultural change. People start to provide for older
age more by monetary means, not by producing large numbers of children.

4. All over the world, old age is no longer seen as the time when people do nothing.
In fact, that has never been the case. A famous quote from George Bernard Shaw
states that: “We don't stop playing because we grow old. We grow old because
we stop playing”. | think what Shaw said was absolutely correct; it points out that
once we think we are no longer young, our mental view will become a self-fulfilling
prophecy. | have developed a corollary to the Shaw quote: “We don't stop working

because we grow old. We grow old because we stop working.”

5. Our future ability to sustain any demographic structure depends on the economics
of growth. No matter how clever or wise you are in designing a financial security
system, its success is ultimately dependent on the level of economic growth and
the resultant output. It involves the re-direction of valuable workers to sustain eco-
nomic growth and rising income. When a market economy is faced with a downturn,
recession, and rising unemployment, business and governments turn to older work-
ers to help solve the problem, such as by promoting early retirement. However,
such action comes at a cost. If the economy cannot sustain full employment, po-
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tential output will decrease. If we attempt to solve the problem by early retirement,

the potential output will drop even further.

FEWER WORKERS = LESS OUTPUT
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6. Workers should be judged by merit, not by age. There are many stereotypes con-

cerning older workers, but research has proven that most of these views are incorrect:

Older workers can learn and are usually willing and enthusiastic about learn-
ing new skills, although not necessarily in the same way as younger worker.
Training techniques may need to be adapted to take account of this differ-

ence in learning as one grows older.

Older workers are generally healthy and able to compensate for their physi-
cal declines.

Older workers have lower absenteeism and less turnover.

Although often less flexible and less willing to adapt to new jobs, older work-
ers have been found to be more reliable, conscientious and loyal.

Older workers make good “team players”. When they resist new technology,
such resistance often results from a lack of training opportunities and a feel-
ing of being pushed aside.

Older workers' salaries can be adjusted if lower productivity warrants. Fringe

benefits can also be structured to spread costs over the whole age range.
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e Sometimes older workers are priceless, given their experience and wisdom.

e Age is not the key factor in performance and productivity. Data show that
differences in performance within age groups are far greater than those be-

tween age groups.

7. There are economic and psychological costs associated with retirement: lost output,
rising pension costs and loss of dignity. Typically people do not go from working
hard all their lives to doing nothing. The challenge is for the individual to find the
correct balance between various kinds of formal and informal work and leisure.
The challenge for society is to find the correct balance between the growth of
output and the increase in leisure time made available to workers.

8. Some suggestions for business and government policy regarding work, retirement,
community and family are:

e Work: provide workers with opportunities to retrain, share their experience
and wisdom, adjust work schedules, and facilitate transfer to new jobs as

production circumstances change.

e Retirement: discourage early retirement policies that are uneconomical in
the long run; create pension plans that provide adequate income; encour-
age continued involvement in society; and facilitate (where desired) people
shifting to less expensive regions to live.

e Community and Family: encourage and help older people to do community
work as volunteers or as workers receiving only expense money and perhaps
a small payment as an honorarium

e Finally, recognize that the family needs support in its care-giving role.

9. As | say in the 7* edition of my book on The Economics of Aging, ‘the question of
a society’s ability to support various age groups at “appropriate levels” is very
complex. Much of what is written today on the issue is too simplistic; it encourages
us to look for solutions in the wrong places. Today, as in the past, the most impor-
tant determinants of the future economic welfare of people (of all ages) are sav-
ings and investment in human and business capital, technological change, entre-
preneurial and managerial skills, government provision of infrastructure, and so
on. Thus, we cannot overemphasize our belief that the debate over how best to
run an economic system is not primarily a discussion of demography and the aging
of populations. In fact, in most cases the aging of populations will have little to do
with the outcome.’
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10.We can have economic growth with population aging if we promote an economy
that emphasizes economic incentives, innovation, investment, and the education/
training of people of all ages. There is no doubt in my mind, as | said at the
beginning, that the majority of older people want to contribute, pay their way, and
remain a part of society.

11.In the future, it will not be the growing number of older people in the world that
will be responsible for any country’s economic stagnation; the primary cause will
be, as in the past, a failure of countries to harness the vast powers of free competi-
tive markets — while ensuring equitable incomes and essential welfare security to
its population.



