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A major demographic challenge East Asia faces is the longer life expectancy in the region and the resultant decline in the size of its working-age populations. People are living longer, to an average of 75
years in 2015 compared with 49 in 1960, and three of the 10 economies with the longest life expectancy worldwide - Japan, Singapore and South Korea - are in the region. PHOTO: REUTERS

Ageing, economic growth

Population issues should be higher on
national agendas, with policies to expand
managed immigration and strengthen
social support for the elderly.
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enormous implications for its
future prosperity. Reflecting the
region’s vast human development,
people are having fewer children
and livinglonger. Asaresult, the
share of populations in working
yearsis shrinking, making itharder
to sustain the strong economic
growth the region has enjoyed for
decades. Longevityisalso
challenging the delivery of decent
welfare support for the elderly.

should be far higher on national
agendas than they are. Expanding
managed immigration while
strengthening formal social

protection for the elderly offer the
i bestpolicy responses.

Decades of economic success

¢ have helped lift life expectancyin
: EastAsia, toanaverage of 75 yearsin !
: 2015 compared with 49 in1960.
East Asia’s demographic shifts have :
: longestlife expectancy worldwide —
: Japan, Singapore and South Korea -
: arein theregion. The size of

¢ working-age populations has

¢ declinedinJapanand Singapore,

¢ anditwillonly be amatterof time

i before this happens in China.

Three of the 10 economies with the

Byone estimate, a one

: percentage pointdropin the

: growth of the workforce cuts one

¢ percentage point from economic

: growth. High-income countries are
East Asia’s demographic challenges :
¢ inworking-age populations,

¢ because their pace of growth tends
¢ tobe slower than that of emerging
: economies. These countries can

¢ accelerate growth through the

: technologicaland policy reforms
: thathave already been taken by

: developed economies. The

: implication of Singapore’s

: demographicshiftisalready

: showinginits challenge to meet

i growth projections of 2.5 per cent
: forthisyearand the next.

Singapore’s fertilityrate is the

¢ lowest in the world. But simply
: encouraging families to have more

childrentoincrease the

: working-age population is unlikely
¢ toyield the desired result. Efforts

: byJapanand some European

i countries to encourage higher

: fertility rates did not work. And for
: Asiaasawhole,alreadygrappling

i withsevereurban overcrowding

: andacuteresource constraints,

: higher fertility rates and a bigger

: population will further overwhelm
i capabilities to use scarce resources
¢ sustainably. The Philippines - a

i country withahigh fertility rate - is :
! anextreme case in point.
especially vulnerable to shrinkages :

: LABOURFLOWS

: Some degree of automation is going
¢ tobeinevitable to address declining
i working-age populations, but this is

: notthebig fix. Japan’slarge-scale

¢ useofautomation helped tackle

: labour shortagesinits

i manufacturingsector. Buta

: problem withautomationis thatit
i canbequickly deployedalsoin

: lower-wage sectorsand economies,
i stokingunemployment. It hasalso
: beenshown tobe less effective in

¢ education and healthcare, where

: personalinteractionisatleastas

: importantas output delivery.

Abetter way forward is greater

: openness tolabour immigration to
¢ fill crucial gaps. Forageing societies, :
: theinflux of young workers can also
i easestrained pension systemsand

: theburden of caring for the elderly.
i Inthe United States, over a thirdof

: theimmigrants are skilled and

: meeting the country’s economic

: needs. Andit was immigrants who

¢ founded Google, Intel, PayPal, eBay
: and Yahoo, companies that have

: created thousands ofjobs.

Yetimmigration, evenin

: economies with acutelabour

i shortages, is becoming increasingly
¢ unpopular. Theresistance is partly

¢ grounded on economic fears that

: immigrants will displacelocal

i workers. But this could be overcome :

Source: The Straits Times © Singapore Press Holdings Ltd. Permission required for reproduction.

: ifitis shown thatimmigrant

: workers contribute to the better

: economicperformance ofasector
: or the country, as studies in the US
¢ haveshown. The concerns are also
i oversocial and cultural cohesion,

and well-being in East Asia

: inthe Organisation for Economic
¢ Cooperation and Development, the
¢ clubofwealthynations. The

: country has gained economically
: fromimmigration to fill skillgaps
: andisdoingan outstandingjobin
¢ assimilating immigrantsinto

: society. Theimmigration process
i involves intensive orientation of
: newentrantsprovidedbya

¢ networkofgovernmentand

! non-governmentpartners,anda
i transparent, point-based system
: forgetting into the country that

¢ creditsskillsrather thanan

: applicant’s nationality.

which need to be managed with
country-specific approaches.
Canadahas oneof the
longest-standing and largest
managed labour migration systems

And immigrationis nota

i one-waystreet: In 2015, the

remittances of overseas workers

i todeveloping countries was nearly
i US$450 billion (§$615 billion),

i three times official development

; assistance.

The economicgains from tackling

¢ declining working-age populations
¢ withmore open immigration

¢ policies would contribute to

: meeting the fiscal cost of supporting
¢ ageing populations. Here, East Asia
¢ hasfar fewer formal channels of

: income support than the West,and
i the main source continues tobe

¢ private savings rather than public

i pension programmes. Because

¢ healthcare for the elderlyis

becomingincreasingly costly, itis

: oftensubsidised, as in Singapore’s

¢ hybrid healthcare model. East Asian
i countries need toexpand the

: coverage and benefits of social

i protection systems, particularly

¢ publicpension programmes. Across
¢ East Asia, the coverage and benefits
: ofpensionsare inadequate,

: especially for the elderly poor, and

¢ oftenunsustainableand in need of

i reform, as forexample in China and
¢ Thailand.

: PENSIONS AND SAVINGS

¢ Expanding the coverageand

. benefits of public pension

i programmes will require deft

: management, because overly

: generous benefits could backfire by
: triggeringa wave of early

i retirements and act as a disincentive
: tocontinue working. In

¢ pre-austerity Greece, the retirement
: age for some professions was only

i 55. Expanding public pension

! programmes can increase pension

: payments, government debtand

: fiscalimbalances, as in Argentina

i and Brazilin the1990s. Alesson for
: East Asiawill be to carefully decide

: onthe types of pensions and

: healthcarebenefits to expand and

i forwhom, and how to provide them
: efficiently.

Scandinavian countries score

: highly on the success of their

i pension programmes. Denmark

: hasexcellent coverage under its

i basic public pension schemes, with
: well-defined contributionsand

: benefits. Sweden has made pension
! programmes sustainable by

i anticipating emerging

: demographic trends, building them
i into pension commitments, and

: making highly profitable use of the
i contributions.

On the flip side, workers need to

i beencouraged tosave. Ensuring

: adequate savings for old age among
; theyoungisaproblemin countries
i where the costs of post-school

¢ educationand resulting debtsare

: rising. East Asia’s situation may be

i different on howstudent debt is

i structured, but there is a case for

: encouraging savings for retirement
i with tax breaks, employer matches
: andinflationadjustments. A

i priority hereis deepening the

: financial sectorand instruments,

: which would have statutory effects
: onsavingand the deployment of

: saved funds.

While populations have been

¢ ageing, indicators of productivity

: growth - getting more value from

i investments - have been

: weakening in East Asia over the

i years. Countries thathave managed
: higher productivity growth -

: notably South Korea - have

: improved the quality of spending

¢ oneducation and health.

East Asianeeds to tackle the

; implications for economic growth

: andoldage security ofits

: demographic transition. More

: open but well-managed

: immigration and broader public

: pensions complemented by

¢ financial reforms to deploy savings
: should help sustain more adequate
i workforces matched bya more

: secure elderly population.
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