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Allen Ng

Draft as of 20 Oct 2024

The Demographic Imperative

Trends, Prospects and Policies on Fertility, Longevity and Aging in ASEAN+3

Seoul, 7 November 2024 A

AMRO

ASEAN+3 Macroeconomic Research Office (AMRO)

A
AMRO

ASEAN +3 MACROECONOMIC RESEARCH OFFICE

AMRO, a trusted policy advisor to ASEAN+3 members

To contribute to the macroeconomic and financial resilience and
stability of the region through surveillance, supporting regional

financing arrangements, providing technical assistance, serving as a

regional knowledge hub and facilitating ASEAN+3 financial
cooperation.

AMRO
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Demographic change has been identified as one of the most pressing long-term concern AMRO
of the ASEAN+3 region.

ASEAN+3 October 2023 Survey: Most Pressing Challenges to Long-Term Growth
(Score, most pressing = 5)

Top risks cited
Trade and investment recanfiguration ‘-\ “Overall slowdown in the global economy,
which will affect the demand for our *Disruptions to [giobal] supply chains."
exports.”
Climate change
\ “Source of financial risk and potential costs “Disruptions to biodiversity, business
are sizeable and multigenerational ” continuity [among others]."
Rapid technological transformation e L ]
! \ “Increase in income inequality because  ‘Increase in the number of jobs that may

Population aging  JAlke} of technology's skils-based nature.” or could be displaced

Others “Decline in working-age popuilation and ‘Increase in fiscal burden from rising
labor productivity.” pension and health care costs ™

: - sl AMRO
The ASEAN+3 region currently stands on the cusp of significant demographic shifts. e
Ten of the region’s 14 economies are in the advanced fo late The region’s tofal working population is projected to start shrinking
stages of the demographic transition by the second half of this decade
i - i i ASEAN+3: Working Age Population
World: Stages in the Demographic Transition, 2021 (Bilions of pecple: percant)
16 Projectedpeak — 75
12 65
. Late 08 55
W Advanced 1990 2010 2030 2050
I Early
Pre-transition Total working population === Share of total population (right axis)

@ amtratan Purn o St Gostaares, Micmed,
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We are witnessing rising share of those aged 65 and above amid declining fertility rates...

ASEAN+3's population pyramids will gradually reshape into one
that has a narrow base and wider toward the apex

ASEAN+3: Population Pyramids
(Percent of total population)

ASEAN+3 ex China
100
a4
8084
TO-T4
L2
54
A

2050

XM
X
1044

\

AMRO

The region’s aggregate fertility rate, at 1.4 births per woman, is
well-below the present replacement level

ASEAN+3: Fertility Rates, by Demographic Group

(Live births per woman)
¢ coviD-19
5
4
3
2
1
0 h
1980 1990 2000 2010 2020 2030
—— Advanced Late ——Early - Replacement rate —— Korea

...as well as more and more people who are living much longer.

People in the region are also living much longer lives—necessitating a rethink of what “old” truly means.

ASEAN+3; Life Expectancy, by Demographic

World: Healthy Life Expectancy, 2019

Selected Economies: Oldest Age Likely to be

Group (Number of years) Reached by Babies Born in 2007
(Number of years) (Number of years)
%0 2023 »
G Japan | 107
85 = e WK AP
CN TH/ Canada | 104
80 / 70 EI‘MY ./ '
| cAlR
75 / H K] .\ France 104
! £ :
/ @ us [
70 T 6 N
/ Mh){ Italy | 104
i LA
85 | |
i 50 United States 104
60
” United Kingdom 103
1980 1990 2000 2010 2020 2030 2040 2050 4
10 14 18 22 Germany 102
—Advanced Late —Early [
ASEAN+3 ——Korea At 60 years old

AMRO
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With the region’s pace of aging, becoming “old before rich” is a pressing challenge.

Many economies that are ahead in the demographic fransition are
still at relatively lower levels of income

ASEAN+3: Income Levels versus Share of Old Persons, 1960-2021
(GDP per capita in thousands of constant 2015 US dollars)

AMRO

Rapid aging can weigh on the region's growth potential,
macroeconomic stability, and fiscal sustainability

ASEAN+3: Selected Macroeconomic Implications of Aging

Share of persons of ages 85 years and above

miic and Social Affairs, Popuat

A Oivisn: Workd Development Indicators

Source. AMRO stafl

70
60
ad f HK
40 } JP
Increasing demand for pensions, social

20

[ Late transition Potential lower tax base
10 I Advanced transition — —

S iti
. e f 1| Early transition Lower savings
5 10 1 20 % % Finenca sEoiy <

Changing demand fer financial assets

East Asia & Pacific

T
1050 1960 1

T T
670 1680

T T T T
1900 2000 2010 2020

Some facts about fertility: Declining TFR is a worldwide phenomenon.

World: Total Fertility Rate by Region
(Births per woman)

Europe & Cantral Asia

AMRO

Latin America & Caribbean

E

g

2

E North America
£

S

P,
iy

1650 1960 1670 1680 1660 2000 2010 2020

South Asia

| S EXNEN SN P Cm) ERm s

1850 1960 1970 1980 1990 2000 2010 2020
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Some facts about fertility: No countries have sustained a reversal in TFR decline.

World: Countries Ever Below 1.5 Total Fertility Rate, 1980-2023

(Births per woman)
Argentina Belgum Canada Chile China
. - - . .
Cuba Czech Republic Germany Italy Japan
=
2';\ 1
?
2 Netherlands Poland Romania Russla S. Korea
F
=}
B
11 . . .
|
Spain Sweden Talwan Thalland Ukfaine
|
}
| » ‘
.
l‘ )
w we m P A N T T EEEEETE"

Some facts about fertility: TFR no longer increase at high levels of development. AMVERE)

TFR does not increase at higher levels of development...

World: Human Development Index and Total Fertility Rate, 2022 World: Fertility Trends Among Most Developed Countries, 2000-2023
(Births per woman; Index) (Births per woman)
oy s Austraia Austna Belgam Canada China, Hong Kong S4R
6 \ N
57 \ ] i i — Faand France Garmany velang
R ¥
e R
a 44 . . L
| . }—-,\ ;
5 8 . o . Israal Ity Jagan Nethariands New Znatand
a4 \ : -
5 o\ i
2+ s . ; '.._‘\-{\. 7 .. I E . Morway Republc of Korea Singapere Siowania Spain
vt %
CRCR™ B
14 5 re=y
[ ]
. Swaden Switzertand. Unitedt Arab Emwates United Kingdam Unitod States of America
i T T T ) 1
3 4 5 6 7 8 9 1 i
Human Development Index X ome mo oMM DN NN XN mE MW MM RN MM MG mW MM NN mH N0 mW MM MW m mu me

evelopment Index > 0.8 in 2022, and with population > 2 miliion. Markars ndicate

21
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Some facts about fertility: TFR is projected to continue its decline. AMVERE)

Almost all countries will have sub-replacement fertility rates by 2100...

World: Total Fertility Rates by Region, 1950-2100
(Live births per woman)

1 = Global
§ — Central Europe, eastern Europe, and central Asia

+ Global TFR declined from 4.84 in 1950 to 2.23 in 2021.

f = Ei?“ ‘:(0"" i This trend is expected to continue, to 1.83 by 2050 and
i e LATIN AMENICA 3 anbbean

| — North Afrca and Middie Eat 1.59 by 2100.

| South Asia

1 Southeast Asia, east Asia, and Oceania
| — Sub-Saharan Africa

+ In 2021, 110 out of 204 countries had below-replacement
fertility. By 2050, this is expected to increase to 155
countries, and by 2100, 198 out of 204 countries (97.1%)

TFR

+ EastAsia as a whole is experiencing a significant fertility
Ne i decline. The region's TFR is projected to decrease from
s e et . T— 1.23in 2021 to 1.16 by 2100

+ Southeast Asia is also experiencing a notable fertility
decline. The region's TFR is projected to decrease from
2.05in 2021 to 1.35 by 2100.

Yaar

Some facts about fertility: Even under positive scenarios, TFR is unlikely to retumn to the AMRO
replacement level.

Selected ASEAN+3: Total Fertility Rate for Various Scenarios, 2050 and 2100
(Births per woman)

Education SDG Contraceptive met Pro-natal policies

achieved need SDG achieved enacted Combnest sasnarto

Reference scenario

o [ o | om0 | oo

Global 1.83 159 1.65 156 164 1.52 193 168 1.65(-0.18) 1.62(+0.03)
China 114 116 112 116 1.14 116 134 136 | 131(+047) 137(+021)
Japan 126 121 1.24 120 116 114 1.46 141 | 1.35(+0.00) 1.33(+0.12)
South Korea 082 082 0,82 082 079 082 1.02 102 | 089(+0.17) 101(+0.19)
Brunei 140 125 138 126 128 119 160 145 | 145(+0.05) 1.39(+0.14)
Cambodia 185 110 136 1,08 149 112 177 130 | 147(-0.18) 130(+0.20)
Indonesia 153 129 1.51 130 1.44 126 173 149 | 162(+0.09) 147 (+0.18)
Laos 161 1.09 143 114 153 114 181 129 160(-0.01) 139(+0.30)
Malaysia 139 117 135 119 132 117 159 137 149(+0.10) 1.38(+0.21)
Myanmar 169 122 148 122 163 127 177 142 | 166(-0.03) 147 (+0.25)
Philippines 184 150 1.78 148 162 143 1.84 170 | 1.78(-0.08) 162(+0.12)
Singapore 115 112 114 112 114 112 135 132 | 133(+0.18) 1.32(+0.20)
Thailand 113 1.04 113 1.04 1.08 102 1.33 124 128(+0.15) 1.22(+0.18)
Viet Nam 163 1.38 159 136 153 135 1.83 158 | 170(+007) 153(+015)

22
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‘| cannot solve the problem, and | have given up.

| have given the job to another generation of

leaders. Hopefully, they or their successors will
eventually find a way out.”

— Lee Kuan Yew in 2013,
former Prime Minister of Singapore,
on his *30-year concern” of Singapore's declining fertility rate

The demographic challenge in the region is a complex challenge requiring

The Demographic Imperative

Foster family-friendly environment Aging well, aging better
How can we foster family-friendly economy and @Q % How can we maximise the longevity
society? Education, employment, culture, dividend from a life-cycle perspective?
Policy

Responses

Promoting regional balance

How can we minimize the negative impacts of
over-urbanization/ovar-centralization?

Productive immigration
How can we promote and manage healthy [@ i
immigration to meet increasing labor shortage?

Human-complementary Technology
How can we redirect technological progress to improve
labor productivity, and support workers

AMRO
comprehensive responses and rethinking of old conventions

23
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The challenge is for society to view aging not as a burden to cope with, but as a AMRO
fundamental shift with opportunities to be harnessed.

By rethinking aging, ASEAN+3 can successfully turn the demographic dividend of the past to the longevity dividend of the future.

ASEAN+3: Prospective versus Retrospective Measures of Population

(Percent of total population) Rethinking Aging for ASEAN+3
Qld-age population Warking age popufation
40 80 o 2032 (peak)
/ +Leaming and
0 7 Childhood [ "0 55
_ $3
R
&= % 2010 (peak) g3
i Working +Eaming and
age saving
10 50
0 40 old age +Retiring and
1990 2010 2030 2050 2070 2090 1990 2015 2040 2065 2090 e
~— Share of population of ages 65 and above = Share of population of 20 to 64 years old
Share of population using old-age threshold -Share of population using old-age threshoid

ic-and Soclal Afairs Source AMRO staff,

dium variart)

Successfully responding to aging requires an approach that encompasses all aspects of AMRO
public policy—and across various phases and facets of life.

Navigating the demographic transition requires urgent and timely Policies and structures that allow for productive aging are crucial
action—even for the region’s younger populations for the “longevity dividend” to materialize

ASEAN+3: Aging-Related Policy Responses : s
(Greener = more palicies implemented) Palicy Conpiderations for ASEANS3

Singapare
Japan
Korea
Brunel Facilitating policies and structures that will allow the population to age
Vietnam productively, from a full life cycle perspective
Malaysia
Hong Kong Encouraging older workers, especially women, fo (re)join the labor
Indonesia force
Philippines Leveraging technology o complement human labor, or adopt higher
Cambadia automation
Thailand
China Reforming pension systems to incorporate longer and healthier life
Myanmar expectancies
L L Boosting international cooperation to facilitate higher labor mability and
knowledge-sharing
Less policies More policies
implemented implemented

Sourc. AMRD stafl
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AMRO
“Nearly all (roughly 90 percent) of the differences
between countries in actual fertility are accounted

for solely by differences in desired fertility.”

— Lant Pritchett
in his seminal paper "Desired Fertility
and the Impact of Population Policies, 1994

AMRO

Ending footnote: Hope from a small Japanese town?

The small Japanese town — Nagi — managed to reversed its TFR from 1.4 in 2005 to 2.7 in 2021

+  Nagi successfully reversed the national trend of
declining fertility rates through local- and community-
driven, family-first approach for more than 20 years

+ Policies are multifaceted - financial incentives, child-
rearing support, housing assistance, community-
involvement.

Nagi have fostered a community culture and norm
that values large families. Many households have
three or more children, and there is a general
perception that having children is desirable and
family-life will be supported by the community.

“roto: Emiko Jozuka/CNN
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AMR

) MACROECONOMIC RESEARCH OFFICE

Thank you.

Contact Us

Add: 10 Shenton Way, #15-08/9, Singapare 079117

Tel: +65 6323 9844

Email: ReqgionalTeam@amro-asia.org

Website: www.amro-asia.org

Scan to
download
AREOQ 2024:
Navigating
Tomorrow

Summary
available in 10
languages
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Script prepared for delivery (26 Oct 2024) - not to be distributed before delivery

The Demographic Imperative: Trends, Prospects, and Policies on
Fertility, Longevity, and Aging in ASEAN+3

Slide 1: Introduction

Anyeonghaseyo. Good morning, distinguished colleagues. I'm
honored to be here in these hallowed halls to discuss one of the most
critical challenges facing our region: the demographic imperative of
declining birth rates and aging populations in ASEAN+3.

The title "demographic imperative" underscores the urgency and
inevitability of the changes we face. It's not just a challenge, but an
imperative - a force that demands our attention and action.

The subtitle - "Trends, Prospects, and Policies on Fertility, Longevity,
and Aging in ASEAN+3" - outlines the scope of our discussion. We'll be
examining not just the current situation, but looking ahead to future
prospects and discussing potential policy responses.

Slide 2: AMRO Introduction

Before we dive into the details, let me briefly introduce AMRO - the
ASEAN+3 Macroeconomic Research Office. As a trusted policy
advisor to ASEAN+3 members, our mission is to contribute to the
macroeconomic and financial resilience and stability of the region.

Our work encompasses surveillance, support for regional financing
arrangements, technical assistance, and serving as a regional
knowledge hub. In the context of today's discussion, our role is to
share data-driven insights and policy recommendations.
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Slide 3: Demographic Change as a Pressing Concern

This slide presents a stark reality: demographic change has been
identified as one of the most pressing long-term concerns for the
ASEAN+3 region. In our October 2023 survey, population aging is
identified as key challenge to long-term growth, alongside trade and
investment reconfiguration, climate change and technological
change.

While today's seminar focuses on birth rates, it's crucial to
contextualize this within the broader issue of aging. The macro
impacts of declining birth rates primarily manifest in an aging
population, affecting everything from economic growth to social
structures. This broader perspective allows us to understand the full
implications of our demographic shifts.

Slide 4: Stages in the Demographic Transition

Historically, societies move from a pre-transition stage with high birth
and death rates, through early and late transition stages where death
rates fall before birth rates, leading to population growth. Finally, they
reach an advanced stage where both birth and death rates are low,
leading to stable or declining populations.

What's striking about our region is the speed of this transition. Ten of
our 14 economies are already in the advanced to late stages. This
rapid transition leaves us less time to adapt compared to Western
countries that underwent this process over centuries.

Moreover, the graph on the right shows a sobering projection: our
region's total working population is expected to start shrinking by the
second half of this decade. This isn't a distant future scenario - it's a
reality we'll face within the next few years.
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Slide 5: Population Pyramids

These population pyramids visually represent the dramatic shift in our
demographic structure. This shift represents a fundamental change in
the age structure of our societies. It means fewer young workers to
support a growing elderly population, with profound implications for
everything from economic growth to social services and cultural
norms.

This RHS chart illustrates one of the key drivers of our demographic
shift: declining fertility rates. The data here tells a compelling story.
The region’s average fertility rate is at 1.4 currently, below the
replacement level of 2.1.

In fact, by 2035 all economies in the region are expected to have sub-
replacement fertility rates.

Slide 6: Life Expectancy

While declining fertility is one side of the demographic coin,
increasing longevity is the other. This slide shows the remarkable
increase in life expectancy across our region.

In 1980, life expectancy in our advanced transition countries was
around 73 years. By 2050, it's projected to reach 85 years. That's an
additional 12 years of life - a tremendous achievement.

The graph on the right adds another dimension to this discussion. It
shows the concept of "healthy life expectancy" - the number of years a
person can expect to live in full health. Japan, Singapore, and Korea
lead not just our region, but the world in this metric.

This raises an important question: should we rethink our concept of
"old age"? If people are living longer, healthier lives, perhaps our ideas
about retirement and the later stages of life need to evolve as well.
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Slide 7: Old Before Rich Challenge

At the current pace of aging, the problem of becoming old before
becoming rich is a concern for many of the middle-income economies
of the region.

What's striking here is the trajectory of countries like China, Thailand,
and Malaysia. They're aging rapidly while still at relatively lower
income levels compared to countries like Japan or Singapore.

The implies that economies could have less resources to manage the
challenges that aging brings, especially if no offsetting policies are put
in place.

Slide 8: Worldwide Fertility Decline

If we zoom out to give us a global perspective on fertility decline,
what's clear is that this is not just an ASEAN+3 phenomenon - it's a
worldwide trend.

Every region of the world has seen declining fertility rates since 1950.

This global context is important. It suggests that the forces driving
fertility decline - urbanization, female education and workforce
participation, changing social norms - are global in nature. It also
means that we're not alone in facing these challenges, and there may
be lessons we can learn from other regions' experiences.
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Slide 9: Sustained Fertility Decline

This slide drives home a crucial point: once fertility rates fall below
replacement level, they tend to stay there. No country that has seen
its Total Fertility Rate (TFR) fall below 1.5 has managed to sustain a
reversal back to replacement level.

Look at the trajectories of countries like Japan, Germany, and Italy.
They've been below replacement level for decades, with only minor
fluctuations. Even policy interventions and economic changes haven't
managed to significantly alter these trends.

This persistence of low fertility rates has profound implications. It
suggests that once societal norms and individual expectations shift
towards smaller families, it's extremely difficult to reverse that trend.

Slide 10: Human Development and Fertility

Justin the last decade, experts widely thought that as countries
developed, their fertility rates tended to decline first and then rebound
at very high levels of development. That’s no longer true.

However, what we're seeing now is different. Countries with very high
Human Development Index scores - including many in our region - are
seeing fertility rates fall well below replacement level. There's no sign
of rates stabilizing or increasing as development progresses further.
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Slide 11: Projected Fertility Rates

Future projections paint a sobering picture. This is from what | think is
the most reliable projection on TFR that we currently have — based on
recent worldwide collaborative research funded by the Gates
Foundation.

Global TFR is expected to decline from 2.2 in 2021 to 1.8 by 2050 and
1.6 by 2100. By the end of the century, 198 out of 204 countries are
projected to have below-replacement fertility.

For our region, the projections are even more dramatic:

1. East Asia's TFRis projected to decrease from 1.23 in 2021 to
1.16 by 2100

2. Southeast Asia is expected to see a sharp decline from 2.05 in
2021 to 1.35 by 2100

These projections underscore the long-term nature of our
demographic challenge. We're not looking at a temporary dip that will
correct itself.

Slide 12: Fertility Scenarios

Even under optimistic scenarios based on current evidence that we
have, most countries in our region are not projected to return to
replacement-level fertility. Education improvements and pro-natal
policies show some positive impact, but the effects are modest.

For example, South Korea's TFR is projected to remain at 0.82 under
the reference scenario, reaching only 1.01 by 2100 even in the most
optimistic scenario.

This complexity highlights the need for comprehensive strategies to
address these trends and adapt to a future of lower fertility.
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Slide 13: Lee Kuan Yew Quote

"l cannot solve the problem, and | have given up. | have given the job to
another generation of leaders. Hopefully, they or their successors will
eventually find a way out."

These words from Lee Kuan Yew, spoken in 2013 about Singapore's
declining fertility rate, are both sobering and challenging. Here was
one of the most capable and far-sighted leaders of the 20th century,
admitting defeat on this issue.

Lee's admission underscores several important points:

1. The intractability of the problem: Despite Singapore's resources
and Lee's determined efforts, they couldn't reverse the fertility
decline. Declining birth rate was described as his 30-year
concern.

2. The long-term nature of the challenge: Lee recognized that
solutions, if they come, will be the work of future generations.

3. The need for fresh thinking: By "giving up," Lee was essentially
calling for new approaches and new ideas from future leaders.

For us today, Lee's words are a call to action. They remind us of the
magnitude of our challenge, but also of the need for persistence,
creativity, and long-term thinking in addressing it.
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Slide 14: Policy Responses - Challenging Conventional Wisdom

To address our complex demographic challenges, we need
comprehensive, multifaceted responses that often require us to
challenge long-held conventional wisdom. Let's explore five key areas
where we need to rethink our approaches:

1. Aging Well, Aging Better: Conventional wisdom sees aging as a
burden. Instead, we need to maximize the longevity dividend
from a life-cycle perspective. This means reimagining education,
career paths, and retirement to adapt to longer, healthier lives.
We must view our aging population not as a liability, but as a
valuable resource.

2. Rethinking Urbanization: Urbanization has long been seen as a
marker of development. However, it's also a significant driver of
declining birth rates. We must challenge the notion that
centralization is always beneficial. Instead, we should explore
policies that revitalize rural areas and non-primary cities,
creating more balanced demographic distributions and
potentially more family-friendly environments.

3. Redefining Family-Friendly Societies: This is crucial. We need to
create societies where having children is seen as compatible
with career ambitions and modern lifestyles. This encompasses
everything from workplace policies to cultural attitudes. One
important point is this - our societies, especially in East Asia,
have long prioritized education and career success. While
admirable, this focus has contributed to declining birth rates and
skyrocketing education costs. We need to create societies
where having children is compatible with career ambitions and
modern lifestyles. For instance, in Singapore, there’s increased
recognition on the true cost of education, which has become a
significant deterrent to having children. Is becoming ever more
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educated in a singular manner the only path to a successful and
dignified life?

4. Human-Complementary Technology: The conventional narrative
around technology often focuses on Al and robots replacing
human jobs. However, in the face of shrinking workforces, we
need to flip this narrative. The real question is: how can we
leverage technology to enhance human productivity and fill gaps
in our labor force? We need to develop and implement
technologies that complement and support human workers,
rather than replace them.

5. Productive Immigration: While immigration can be a contentious
topic, carefully managed immigration policies could help
address labor shortages and inject dynamism into our aging
societies. This requires challenging xenophobic attitudes and
fostering a more inclusive society. However, we must balance
this with maintaining social cohesion, which requires rethinking
our approach to cultural integration and social policy.

These policy areas are deeply interconnected, and success in one
area can create positive spillovers in others.

The key takeaway is that addressing our demographic challenges isn't
just about implementing new policies - it's about fundamentally
rethinking many of our societal assumptions and priorities. We need
to be willing to challenge conventional wisdom and explore new
paradigms that better serve our changing demographic realities.
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Slide 15: Rethinking Aging (optional)

This slide challenges us to fundamentally rethink our concept of
aging. While it is true that aging is happening faster in the region than
in many parts of the world, a point we made in our work is that we can
substantially delay and dampen the economic headwinds from
demographic changes.

This is because while the region is aging, the population is also living
much longer and healthier than in the past. If we allow for people who
would want to and are able, to continue to remain meaningfully
productive at an older age, we could better reap dividends from this
longevity—or the “longevity dividend”. By rethinking aging in this way,
we can start to see our demographic shift not just as a challenge to be
managed, but as an opportunity to be seized - a potential "longevity
dividend."

We need to adopt a more fluid, dynamic view of life stages, opening up
possibilities for flexible career paths, lifelong learning, and productive
aging throughout our extended lifespans. The most important part is to
avoid the mistake to think that aging is the problem of the old. We
need to start thinking about aging at all ages.

Slide 16: Policy Considerations (optional)

Policy will play a key role to ensure that these dividends from longevity
materialize, and we highlight in the report the need to shift from
merely responding to the challenges of aging to maximizing the
benefits of an older but healthier workforce.

This, of course, requires a multipronged, multifaceted approach that
encompasses various aspects of public policy, including pension
reforms, the use of technology, and international cooperation for labor
mobility.

36




ol

7|=AE. AMBH SHOM A2t OfAOF XEY 2dghat es MY, FUISE

I
F
0

Slide 17: Lant Pritchett Quote

To end my presentation, let me share this quote: "Nearly all (roughly
90 percent) of the differences between countries in actual fertility are
accounted for solely by differences in desired fertility."

This quote from development economist Lant Pritchett is profound in
its implications. It suggests that the fertility rates we observe are
primarily due to the number of children people -women more
specifically - actually want to have.

This insight serves as a summary of our previous policy discussions
and emphasizes the key point of declining Total Fertility Rate (TFR). It
has several important implications for our policy approach:

1. The importance of cultural factors: If desired fertility drives
actual fertility, then we need to understand and potentially
influence the cultural norms and individual preferences that
shape these desires.

2. Limitations of financial incentives: While child allowances and
other financial incentives may help, they may not be sufficient if
they don't address the underlying reasons why people are
choosing to have fewer children.

3. Need for holistic approaches: Policies need to address not just
the financial aspects of having children, but also work-life
balance, gender equality, and societal attitudes towards family
and childrearing.

4. Long-term perspective: Changing desired fertility is likely to be a
slow process, requiring sustained effort over generations.

For policymakers, this means we need to think beyond traditional
family planning policies. We need to consider how our economic
structures, work cultures, and social norms influence people's desires
and decisions about family size.
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Slide 18: Nagi Example

Now, let's turn to a ray of hope - the story of Nagi, a smalltown in
Japan that has managed to reverse its fertility trend. This is a
remarkable achievement in a country that has long struggled with low
birth rates.

Nagiincreased its Total Fertility Rate from 1.4 in 2005t0 2.7 in 2021 -
well above the replacement level. How did they achieve this?

1. Local and community-driven approach: Nagi's success wasn't
driven by top-down national policies, but by local initiatives
tailored to the community's needs.

2. Family-first policies: The town implemented a range of
supportive policies including financial incentives, child-rearing
support, and housing assistance.

3. Cultural shift: Perhaps most importantly, Nagi fostered a
community culture that values large families. Having children
became seen as desirable and supported by the community.

4. Long-term commitment: This wasn't a quick fix. Nagi sustained
its efforts for over 20 years, allowing for generational change.

The Nagi example is encouraging because it shows that with the right
approach, itis possible to influence fertility trends positively.
However, we must be cautious about generalizing too much from a
single small town.
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Slide 18 again: Conclusion

As we conclude, let's reflect on the magnitude of the demographic
challenge we face, but also on the potential paths forward.

The demographic transition in our region is unprecedented in its
speed and scale. It presents significant challenges to our economic
growth, fiscal sustainability, and social structures. However, it also
offers opportunities if we can successfully adapt to and harness the
potential of longer, healthier lives.

Our response must be comprehensive, encompassing everything from
labor market reforms to cultural shifts. We need to:

1. Rethink our concepts of aging and life stages

2. Create truly family-friendly societies

3. Leverage technology to support human productivity
4. Foster regional cooperation and knowledge-sharing

But let me leave you with one final, crucial point: Every small increase
in fertility rates buys us valuable time. If we could raise Korea's fertility
rate to Japan's level (1.2-1.4), we could potentially extend the timeline
of population decline from 3 generations to 5-6. If we could reach
Germany's level (1.5-1.6), that could extend to 12-13 generations.

These extensions translate to hundreds and hundreds of years -
valuable time for us to adapt, innovate, and get things right. It's a
powerful reminder that even incremental progress can have profound
long-term effects.

The demographic imperative is upon us, but our future is not
predetermined. With thoughtful policies, regional cooperation, and a
willingness to rethink old paradigms, we can navigate this transition
and build societies that thrive with our new demographic realities.

Thank you for your attention. Gamsahabnida.
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