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The Generational Economy

Andrew Mason
East-West Center, Honolulu, Hawaii

An important and under-studied feature of any economy is the
reallocation of resources across age groups at a point time and
across generations over time. This seminar will explain the
concepts and empirical features of the generational economy
drawing heavily on National Transfer Accounts.
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Introduction

Source materialand Outline of talk
website

Introduction

Work presented here is based on National Transfer Accounts
and related publications

Lee and Mason, 2011 Population Aging and the Generational
Economy: A Global Perspective

United Nations 2013 National Transfer Accounts Manual:
Measuring and Analyzing the Generational Economy

National Transfer Accounts website: www.ntaccounts.org
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Introduction Source material and

website

Outline of talk

Outline of Talk

Demographic Transition : A Driving Force
Generational Economy and the Lifecycle
Population Change and Aggregate Lifecycle Deficits
Funding the Deficits : Age Reallocations
Policy Challenges in Aging Societies
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Demographic Transition

Key Points Population size and growth: 1950-2070 Phases
of the D..

Demographic Transition

*The population of the world and the populations of virtually
every country increased to unprecedented levels during the
demographic transition.

*During the early phases of the transition population increase
was greatest for children and young adults.

*During the dividend phase, that followed, population increase
was concentrated in the working-ages.

* At the end of the transition, population increase is
concentratated among seniors.

*Many countries are beginning to experience population
decline.
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Demographic Transition

Key Points Population size and growth: 1950-2070 Phases of the Demographic
Transition
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Demographic Transition

Population size and growth:
1950-2070
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Phases of the Demographic Transition

Current phases: High growth in

working-age and senior popul..

Measure Names
M D P65+

[ DP25-64

M D PO-24

Countries are classified based on
whether the greatest increase in
population was in the 0-24, 25-64, or
65+ age range.

Before early
1970s, most
countries were
experiencing
heavy growth in
child population.
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Demographic Transition

Phases of the Demographic Current phases: High growth in working-age and The Future
Transition senior populations
. ]

Measure Names
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M D PO-24
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(1]
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60 In 2021, in a plurality of countries (82
countries) growth was concentrated
20 in the working ages followed closely
by countries with growth
concentrated at senior ages (65
2 countries)
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Demographic Transition
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Current phases: High growth = The Future Early Transition in Age
in working-age and senior p.. Structure: 1950 to 1975
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Demographic Transition

The Future Early Transition in Age Structure: 1950 to 1975
50
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Early in the transition the
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share of children in the
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Middle Transition: 1975 to

2020
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Demographic Transition

Early Transition in Age

Structure: 1950 to 1975
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Middle Transition: 1975 to 2020

The Future: 2020 to 2070

P
Beginning in the mid-1970s,depending on the 83
country, three important changes in age structure >00,000
1,000,000
occured: 1,439,324
(1) Share of children declined Regn
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(2) Share in the working ages increased
(3) Share of seniors increased, but with a delay.
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Demographic Transition

Middle Transition: 1975 to

2020
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The Future: 2020 to 2070

The future will be very
diverse depending on the
country
*Shift from working-age into
old-age for some
*Shift from child-ages to

® working-ages for others
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Demographic Transition

Middle Tr  The Future: 2020 to 2070

ansition..
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lran’s transition
compared with that of
two neighbors: Turkey
and Pakistan.
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Generational Economy

The Generational Generational Economy The Lifecycle Labor income (Y1) and
Economy Defined consumption (C)

The Generational Economy

How do economic circumstances vary
with age and generation?

How are different generations linked
through families? Through government?

How will changes in age structure affect

economic performance including
generational equity?

Andrew Mason The Generational Economy
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Generational Economy

The Generational

Economy

Andrew Mason

Generational Economy The Lifecycle Labor income (YI) and
Defined consumption (C)

Generational economy defined

(1) the social institutions and economic mechanisms
used by each generation or age group to produce,
consume, share, and save resources;

(2) the economic flows across generations or age
groups that characterize the generational economy;

(3) explicit and implicit contracts that govern
intergenerational flows;

(4) the intergenerational distribution of income or
consumption that results from the foregoing.

The Generational Economy
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Generational Economy . .

The Gener
ational E..

Generational Economy
Defined

The Lifecycle Labor income (YI) and Notes on

Andrew Mason

consumption (C)

The Lifecycle is a fundamental feature of the
generational economy that consists of three distinct
phases in contemporary societies.

--- The young are growing and maturing and must
consume more resources than they produce.

--- Prime-age adults are net producers - the value of
their production from the labor exceeds their
consumption. They provide for others and accumulate
resources to meet future needs.

--- Seniors are in the final phase of life when the value
of their labor is no longer sufficient to fund their
consumption.

The Generational Economy
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Generational Economy

Generatio  The Lifecycle Labor income (Y1) and Notes on labor income Lifecycle at
nal Econ.. consumption (C) and consumption young ages..
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Generational Economy

The
Lifecycle

Andrew Mason

Labor income (Y1) and Notes on labor income
consumption (C) and consumption

Lifecycle at young ages Lifecycle at
varies with level of income old ages va

Value for labor income and consumption are per capita in
adjusted ppp US$ circa 2010. Labor income includes earnings,
labor share of self-employment income, and estimate of value of
unpaid family labor. Averages include persons with no labor
income. Values incorporate age variation in labor force
participation, unemployment, hours worked, and wages.
Consumption includes all public and private consumption.

Methods are described in UN (2013) and data are available on
the NTA website (www.ntaccounts.org).
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Generational Economy
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Generational Economy

€Ey wlioév
Notes on Lifecycle at young ages Lifecycle at old ages Lifecycle Deficit Lifecycle
labor inco.. varies with level of income  varies with level of income Deficit ) . . . e
@ou °uj Y% ap AABK
M High-Incom.. [l Low-Income.. ¢.
M Upper-Middl..
M Lower-MiddI.. dwz C® & ¥ Bl
In higher income ) T
1.1 g. : dwz Az @i BAAED
countries, consumption Qi Az Ve eGAAED
10 ..ie'at old ages is relatively, O Y o 5 A Bl
2527 lin part, because of high . J
0.9 0 spending on health.
°e Crerrangenes L i Ad wez & vl Gw alveA
o e ¢ UEA CQ ouhBED AT A
. o-::‘- A A L "'-::::':OI:::::.-.O -,:: . Treeees "::::::..... .C A
0.6 ..o:':...' : . -.u-'l....-'. s .
3 et ) ' T QA By G Wi | el Cw BAEK
> 0.5 celt Lt . . s S o o R o
A ! " Eawld o ¥EBE §oi A ZUlhE
0.4, I - ' o &
I £, E : "
03 bt .*~ In higher income . 8
:+* |countries, labor income e . e
0.2 .- declines at earlier ages "ot Cv %z wl "’Gmﬁf&’“ﬁ;@‘&
. C . .e 0 g N Y 1
.+ |due, in part, to earlier SR ) ° orw AR ES/RE
0.1 oo, . . ‘e
retirement. St PO
o:" ‘ e . ’!’giilll
0.0 SURRPUPRPPTY 1 3 ftrseessiing
T e Tl E 2NN SRS BTSSR E BT 88 BERRRRS B2
Values have been normalized by dividing by per capita labor income for persons 30-49 years of age.
Andrew Mason The Generational Economy A

1wl oév

0 A ACA



Generational Economy

Lifecycle at young ages
varies with level of inco..
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Lifecycle deficit is excess of
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Generational Economy

Lifecycle at young ages
varies with level of inco..

1.0

0.9

0.8

0.7

0.6

0.5

04

0.3

0.2

0.1

Per capita lifecycle deficit (normalized)

0.0

M High-Income Countries

Lifecycle at old ages

Lifecycle Deficit

varies with level of income

Age

B Upper-Middle-Income Countries [l Low-Income Countries

Both children and seniors
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in per capita terms, in

higher income countries.
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Aggregate deficits

Child and old age
deficits in 2020

Aggregate lifecycle
deficits

Combined child and old

age deficits 2020

"Projected” child and
old age deficits

Population age structure and aggregate deficits

Aggregate lifecycle deficits are equal to the product of per
capita deficits and the population at each age.

-- Countries that are early in the demographic transition

have Large child deficits.

-- Countries late in the demographic transition have large

old-age deficits

-- In between both child and old-age deficits are relatively

low.

Andrew Mason
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Aggregate deficits
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Aggregate lifecycle Child and old age Combined child and old "Projected” child and Combine
deficits deficits in 2020 age deficits 2020 old age deficits d deficit..
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Aggregate deficits

Aggregate Child and old age
lifecycle deficits  deficits in 2020

Combined child and old
age deficits 2020

"Projected” child and
old age deficits
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Combined deficits
from 1970 to 2000

Combined deficit is high
in countries early or late
in the demographic
transition.
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Aggregate deficits

Child and old
age deficitsin ..
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Combined child and old
age deficits 2020

old age deficits

"Projected” child and

Combined deficits from
1970 to 2000

Combined deficits
after 2000
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projections combined with
current per capita age profiles.
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