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The Economic Payoffs of Population Change

Overview 

Rapid fertility decline changes a population’s age structure, reducing the number of dependent children relative to the number of adults, while during the early stages, the number of elderly remains small. This change in age structure is often referred to as the demographic dividend because the large working-age population and small numbers of dependent children and elderly hold the potential for increased earnings, savings, and investments, which can fuel economic growth.

Research using several methodologies suggests that the demographic dividend can account for a substantial portion of the rapid economic growth experienced in the so-called “tiger economies” of East Asia during the 1980s and 1990s. The materials assembled here reviews these methods with a particular focus on the construction of National Transfer Accounts.  NTAs are an extension of National Income and Product   Accounts. They allocate all economic inflows and outflows to single age groups in order to estimate levels of intergenerational transfers and economic dependency.

I. Demographic Dividends: Changes of Age Structure and Intergenerational Transfers
A. Demographic Dividends

Overview of the Demographic Dividends: changes of age structure, producer-consumer ratios, and economic impacts.

Mason (2005); Bloom and Williamson (1998); Mason (Age, Intergenerational Transfers, and Demographic Dividends); Cutler et al. (1990); Bloom et al. (2000).


Presentations: SS07_AM1 , SS07_DC1
B. The Second Dividend

Introduction of the Second Dividend: aging and its impact on savings and human capital.

Lee et al. (2000; 2003); Mason and Lee (2006)

C. Gender and Demographic Dividends

This section discusses how gender differences in labor force participations and savings behavior may influence the dividends.

World Bank (2001); Mason (2005); Bloom et al. (2007); Edmeades et al. (2008)


Presentations: SS07_KOM1 , SS07_KM2
D. Health and Demographic Dividend

Health condition (includes mortality) affects labor force participations, and aging. In addition, it also affects the expenditures.

Kinugasa and Mason (2006); Schultz (2005); Bloom et al. (2004).


Presentation: SS07_DC2
E. Aging and public policy

Public policy, in the form of social security, affects the elderly.  

Lindbeck and Persson (2003); Kotlikoff et al. (2001); Gruber and Wise (1999).

F. Empirical Studies of Saving

One form of financing old-age consumptions is by accumulating savings, either privately or publicly.

Mason (1987); Kelley and Schmidt (1996); Williamson and Higgins (2001); Deaton and Paxson (2000); Kinugasa and Mason (2006); Bloom et al. (2003). 

II. Macroeconomic Aspects of Intergenerational Transfers: National Transfer Account

A. Overview: Introducing Age into Macroeconomic Analysis

Introduction to the National Transfer Accounts

Mason and Lee (2007); Mason et al (forthcoming); Mason (2005Kobe).

Presentation: SS07_AM2
B. Basic Estimation Methods and Data Preparation

1. Understanding Household Surveys: Deaton (1997); Deaton (1992).

2. Aggregate Economy: System of National Account: UN (1993; 2003).

3. Stata Tutorial: Rabe-Hesketh and Everitt (2004); Lee(S-H’s power point on Stata Tutorial).

4. Data Clean-up

5. Macro Controls for NTA: 

Presentations: SS07_SHL1 , SS07_AC1 , SS07_AC2
C. Economic Lifecycle

1. Overview Methodology: Lee, Lee and Mason (2006); NTA Project: estimating lifecycle deficit
2. Private Consumption

3. Public Consumption

4. Labor Income: Reference

Presentation: SS07_SHL2
D. Transfers and Asset-Based Reallocations: Public

Presentation: SS07_AM4
E. Transfers and Asset-Based Reallocations: Private

NTA Project: Manual for estimating the public sector.

Presentation: SS07_AM3
F. Generational Accounting

Discuss generational accounting, a method to calculate the fiscal burden with taking into account the future generations 

*Kotlikoff (2001), Auerbach, Gokhale, and Kotlikoff (1991), Auerbach, Kotlikoff, and Leibfritz (1999).


G. Measuring First and Second Demographic Dividends: 

Mason and Lee (2007)
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