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Population ageing is global and inevitablePopulation ageing is global and inevitable

”A substantial degree of population ageing is expected over the”A substantial degree of population ageing is expected over the
next few decades in all regions of the worldnext few decades in all regions of the world

[...] unlikely that policy interventions intended to encourage childbearing[...] unlikely that policy interventions intended to encourage childbearing
in lowin low--fertility countries could substantially alter this expectation. fertility countries could substantially alter this expectation. 

[...] no plausible assumption about international migration levels would[...] no plausible assumption about international migration levels would
have more than a moderate impact on the expected degree of have more than a moderate impact on the expected degree of have more than a moderate impact on the expected degree of have more than a moderate impact on the expected degree of 
population ageing that will be experienced in future decades by population ageing that will be experienced in future decades by 
countries all over the world.”countries all over the world.”

(UN 2007)(UN 2007)
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Old age dependency ratiosOld age dependency ratios
EU 27, both genders EU 27, both genders 

Adapting to an ageing population: Adapting to an ageing population: 
Later retirement is centralLater retirement is central

2010 0.35 0.28 0.19

2030 0.49 0.42 0.27

2050 0.60 0.55 0.38



Great variation in age at retirementGreat variation in age at retirement

Male retirement age varied from 58 to 73 years 2000Male retirement age varied from 58 to 73 years 2000--2005 (OECD 2006)2005 (OECD 2006)

Norwegian labour force participation 1801 and 2001 (census data)Norwegian labour force participation 1801 and 2001 (census data)
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Beneficial wageBeneficial wage--productivity ratio productivity ratio -- > more hiring> more hiring
Employers see high costs as a key barrier for employment of seniors (Kay et al. 2008) Employers see high costs as a key barrier for employment of seniors (Kay et al. 2008) 

If earnings rise with age If earnings rise with age –– senior employment prospects lower (senior employment prospects lower (Heywood et al. 2008)

When seniors are willing to accept lower wages after job loss, reemployment When seniors are willing to accept lower wages after job loss, reemployment 
prospects equals prime age group (prospects equals prime age group (Ichino et al. 2006)
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Age and earningsAge and earnings

Wages often peak 
around 50 or later 
(Walewski 2008, OECD 
2006), which can lower 

Source: Skirbekk, Stonawski and Sanderson 2009

2006), which can lower 
senior competitiveness



Measuring age and productivity Measuring age and productivity 

Approaches include supervisors’ ratings, productivity records and firm level 
analyses

Findings: Productivity curves flat - or declining by age 

Problem: Subjective measures, selection, specific contexts, poor controls, 
small samples

Employer-employee dataset analyses (large sample size, objective measure): 
Productivity decline by age 50 (Skirbekk 2008).

General problem: Most studies do not focus on WHY age should matter studies do not focus on WHY age should matter 



Causes of age variation in productivity: Causes of age variation in productivity: 
Experience and cognitive declineExperience and cognitive decline

Job experience important job performance determinant (e.g., Golini et al. Job experience important job performance determinant (e.g., Golini et al. 
2003), but additional experience benefits productivity only up to a point 2003), but additional experience benefits productivity only up to a point 

Firm level data where tend to find that Firm level data where tend to find that 
wages increase faster than productivity wages increase faster than productivity 
((Flabbi et al. 2001, Dohmen 2004, Shaw and Lazear 2007) Flabbi et al. 2001, Dohmen 2004, Shaw and Lazear 2007) 

Possibly Possibly 10 years to 10 years to attain attain expert performance expert performance in analytic work and in analytic work and Possibly Possibly 10 years to 10 years to attain attain expert performance expert performance in analytic work and in analytic work and 
research (Ericsson and Lehmann 1996, Lesgold 1984). Only 0.6% of research (Ericsson and Lehmann 1996, Lesgold 1984). Only 0.6% of 
employers prefer more than 10 years of experience (Econ 1998) employers prefer more than 10 years of experience (Econ 1998) 

Cognitive ability scores predict job performance better Cognitive ability scores predict job performance better than any other than any other 
observable characteristic observable characteristic (Schmidt and Hunter 1998)(Schmidt and Hunter 1998)

Fluid cognitive abilities (learning, perceptual speed and reasoning 
abilities) decline by age , crystallized abilities (vocabulary size and 
semantic meaning) age-stable (Schaie 1994, Park et al. 2002)



The ageThe age--productivity curveproductivity curve
Age-specific skill levels (relative to 25-34 year o lds)
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Weighting abilities by their labor market importance produces a hump -shaped age productivity curve Weighting abilities by their labor market importance produces a hump -shaped age productivity curve 

Source: Skirbekk 2008

Weighting abilities by their labor market importance produces a hump -shaped age productivity curve 
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Weighting abilities by their labor market importance produces a hump -shaped age productivity curve 
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Cognitive abilities improves along cohort linesCognitive abilities improves along cohort lines

Recent cohorts perform better – age patterns remain (Finkel et al. 2007, Sundet 2003)



Later retirement may benefit seniorsLater retirement may benefit seniors

Later retirement Later retirement --> lowered old> lowered old--age mortality,age mortality,
controlling for observable characteristicscontrolling for observable characteristics
(Tsai et al. 2005, Waldron 2001, Skirbekk et al. 2009)(Tsai et al. 2005, Waldron 2001, Skirbekk et al. 2009)

Keeping mentally active increases synaptic density inKeeping mentally active increases synaptic density in
neocortical association cortex -> could delay onset of Dementia by
5 years ((Katzman 1993)

Maintaining socialisation levels (particularly among men linked to work) -> 
improved senior mental health
(Cole et al. 2002; Sugisawa et al. 1997)



Seniors rich compared to other age groups, net wealth peak 50Seniors rich compared to other age groups, net wealth peak 50--69 69 
(Klevmarken 2006, (Klevmarken 2006, ECB 2003)ECB 2003)

Relative Relative income income important (Clark and Oswald 1996). Wage levelsimportant (Clark and Oswald 1996). Wage levels
perceived unfair perceived unfair --> lower work satisfaction and willingness to work > lower work satisfaction and willingness to work 
(Rugulies 2009) (Rugulies 2009) 

Would seniors accept lower wages?Would seniors accept lower wages?

w (2)

w (3)
w (4)

E
ar

ni
ng

s
E

ar
ni

ng
s

Seniors less concerned with career (Gibbons and Murphy 2002)Seniors less concerned with career (Gibbons and Murphy 2002)

“Feeling truly needed” and “to be appreciated and encouraged” central for “Feeling truly needed” and “to be appreciated and encouraged” central for 
seniors’ work decision (EBRI 2008, Solem et al. 2001)seniors’ work decision (EBRI 2008, Solem et al. 2001)
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Seniors view work as a source of prideSeniors view work as a source of pride

Take a great deal of pride in work
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have to work if they do not want to
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Source: EVS/WVS /Countries: Belgium, Canada, Denmark, France, Germany, Great Britain, Iceland, Ireland, Italy, 
Japan, Netherlands, Spain, US, Sweden.

20-24 30-34 40-44 50-54 60-64 70-74
Age

20-24 30-34 40-44 50-54 60-64 70-74
Age

Agree/strongly agree that it is humiliating to 
receive money without having to work

0

20

40

60

80

20-24 30-34 40-44 50-54 60-64 70-74
Age

P
er

 c
en

t

Work is what makes life worth living, not 
leisure
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Late retirement: Japanese case

Japan has the oldest population in the world Japan has the oldest population in the world –– other countries may other countries may 
learn from its experiences in adapting to an ageing workforcelearn from its experiences in adapting to an ageing workforce

Japanese men have one of the highest retirement ages in the world Japanese men have one of the highest retirement ages in the world ––
69 years (OECD 2006)69 years (OECD 2006)

Common to enter lowCommon to enter low--wage positions wage positions –– with some degree of status with some degree of status ––Common to enter lowCommon to enter low--wage positions wage positions –– with some degree of status with some degree of status ––
in their 60s (Clark and Ogawa 1996)in their 60s (Clark and Ogawa 1996). . 

Only 7% of Japanese (compared to e.g., 49% in Germany) believe Only 7% of Japanese (compared to e.g., 49% in Germany) believe 
seniors should retire when jobs are scarce (WVS data)seniors should retire when jobs are scarce (WVS data)



Uncertain work conditions for the young: Uncertain work conditions for the young: 
Postponed and depressed fertilityPostponed and depressed fertility

Gap between income aspirations and actual income affects fertility dynamicsGap between income aspirations and actual income affects fertility dynamics

“Material expectations of young adults largely the unconscious product of the “Material expectations of young adults largely the unconscious product of the 
environment in which they grow up. […] which is very largely shaped by environment in which they grow up. […] which is very largely shaped by 
economic circumstances, or income, of one’s parents.” (Easterlin 1980: 40)economic circumstances, or income, of one’s parents.” (Easterlin 1980: 40)

Steep earnings found to imply postponed and depressed fertilitySteep earnings found to imply postponed and depressed fertility
(van Bavel 2008, Kohler et al. 2001, (van Bavel 2008, Kohler et al. 2001, de la Rica and Iza 2005))(van Bavel 2008, Kohler et al. 2001, (van Bavel 2008, Kohler et al. 2001, de la Rica and Iza 2005))
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ConclusionConclusion

Dependency ratios stable if retirement ages would increase sufficiently

Wages often increase with age, contrasting hump-shaped age-productivity 
profiles

Senior wages needs to be competitive – in many cases lower – to raise 
retirement ages

Lessons can be learned from Japanese case - with late retirement but Lessons can be learned from Japanese case - with late retirement but 
lower wages

Labour market flexibility for seniors -> later retirement, better health
(for young adults -> postponed and depressed fertility) 


