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EUROPE

Population Implosion?

Low Fertility and Policy Responses in the European Union

cross Europe, birth rates are falling

and family sizes are shrinking. The

total fertility rate is now less than two

children per woman in every member
nation in the European Union (see Figure 1). As
a result, European populations are either growing
very slowly or beginning to decrease.

At the same time, low fertility is accelerating
the ageing of European populations. As a region,
Europe in 2000 had the highest percentage of peo-
ple age 65 or older—15 percent. According to data
from the U.S. Bureau of the Census, this percent-
age is expected to nearly double by 2050.1

These demographic trends portend difficult
times ahead for European economies. For example,
a shrinking workforce can reduce productivity. At
the same time, the growing proportion of elderly
individuals threatens the solvency of pension and
social insurance systems. As houschold sizes decrease,
the ability to care for the elderly diminishes. Mean-
while, elderly people face growing health care
needs and costs. Taken together, these develop-
ments could pose significant barriers to achieving
the European Union (EU) goals of full employ-
ment, economic growth, and social cohesion.

Concern over these trends has sparked intense
debate over the most effective policies to reverse
them or mitigate their impact. The policy debate
has focused on three approaches: (1) promoting
increased immigration of working-age people; (2)
encouraging more childbearing, especially among
younger couples; and (3) reforming social policy
to manage the negative consequences of these
trends—including measures that could raise the
retirement age or encourage more women to join

the workforce. To date, this debate has produced

1 Kevin Kinsella and Victoria A. Velkoft, An Aging World:
2001, Washington, D.C.: U.S. Census Bureau, Series
P95/01-1, 2001, p. 9.

Abstract

Currently across Europe, birth rates are
falling and the population is ageing. This
study assesses which policies can prevent

or mitigate the adverse consequences of
these two trends. A framework highlights
the interrelationships among government
policies, macro-level conditions, and
household-level demographic behaviour.
Guided by this framework, the RAND team
reviewed the research literature, examined
European demographic data, and conducted
case studies of five countries.

more heat than light, and solid research-based
evidence to inform the debate remains sketchy.
Many aspects of the relationship between national
policies and demographic trends are either disputed
or not well understood, and it remains difficult to
disentangle the effects of specific policy initiatives
from the effects of broader social, political, and
economic conditions.

To help inform EU policy deliberations, ana-
lysts from RAND Europe and RAND U.S. exam-
ined the relationships between policy and demo-
graphic change. The RAND team analysed the
interrelationships between European government
policies and demographic trends and behaviour,
and assessed which policies can prevent or mitigate
the adverse consequences of current low fertility
and population ageing. The monograph, Low Fer-
tility and Population Ageing: Causes, Consequences,
and Policy Options, documents the study’s findings.

The study carried out three tasks: It analysed
European demographic trends; it examined the
relationship between national-level policies on the

one hand and demographic trends and household



Figure 1
Trends in Fertility Rates in the EU, 1970-2002
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SOURCES: European Commission, Eurostat NewCronos database, Theme 3: Population and Social Conditions, Brussels: Eurostat, 2002; Council
of Europe, Recent Demographic Developments in Europe, Demographic Yearbook, 2003 (available online at http:/www.coe.int/t/e/social_

behaviours on the other hand; and it conducted case studies of five
countries—France, Germany, Poland, Spain, and Sweden—which
represent a mix of original and new member states, with varying
levels of fertility and net immigration, and with different policy
approaches.
The study found that:
* Immigration is not a feasible way of reversing population ageing
or its consequences.
* National policies can slow fertility declines under the right
circumstances.
* However, no single policy intervention necessarily works.
* And, what works in one country may not work in another.
Social, economic, and political contexts influence the effect
of policies.
* Policies designed to improve broader social and economic
conditions may affect fertility, indirectly.
* Population policies take a long time to pay dividends—increases
in fertility taking a generation to translate into an increased
number of workers—making such policies politically unattractive.

Increased Immigration Will Not Reverse
Population Ageing

Allowing large numbers of working-age immigrants to enter EU
countries is not a feasible solution to the problem of population

ageing. The sheer numbers of immigrants needed to offset popula-
tion ageing in the EU states would be unacceptable in Europe’s
current sociopolitical climate. Furthermore, over the longer term,
these immigrants would themselves age. The study concluded that
the debate should focus on using immigration as a potential tool
for slowing—as opposed to overcoming—population ageing.

Government Policies Can Slow Fertility Declines
Government policies can have an impact on fertility. For example,
Spain and France present an instructive contrast. Currently, Spain
has the second-lowest rate of fertility among the original 15 EU
member states. However, a generation ago (in 1971), Spain’s fer-
tility was among the highest in Europe. The dramatic decline in
fertility since then is associated with a shift from the pronatalist
Franco regime—which banned contraception and encouraged large
families—to a democratic regime that has no explicit population
policy.

In contrast, France, which was the first European nation to
experience a decline in its fertility rate and which has had an
aggressive set of pronatalist policies in place for many decades,
now has the second-highest fertility rate in Europe (behind Ire-
land). The fertility rate in France has not declined as much as
that in other countries, and it actually increased between 1993
and 2002 (see Figure 1).




Reversing Fertility Decline Has Involved a Mix

of Policies

No single policy intervention has worked to reverse low fertility.
Historically, governments have attempted to boost fertility through
a mix of policies and programmes. For example, France in recent
decades has employed a suite of policies intended to achieve two
goals: reconciling family life with work and reversing declining
fertility. To accomplish the first goal, for example, France instituted
generous child-care subsidies. To accomplish the second, families
have been rewarded for having at least three children.

Sweden, by contrast, reversed the fertility declines it experienced
in the 1970s through a different mix of policies, none of which spe-
cifically had the objective of raising fertility. Its parental work poli-
cies during the 1980s allowed many women to raise children while
remaining in the workforce. The mechanisms for doing so were
flexible work schedules, quality child care, and extensive parental

leave on reasonable economic terms.

Political, Economic, and Social Contexts Influence
Policy Impacts

Designing successful interventions is complicated by the fact that
policies that work in one country may not work in another. Dif-
ferent interventions have varying effects because of the diverse,
complex, and shifting political, economic, and social contexts in
which they are implemented. The impact of these contexts appears
in some of the sweeping political transitions Europe has witnessed

over the past two decades.

Figure 2
Trends in Fertility Rates in the Germanies, 1960-2000

For example, fertility declines in the former East Germany after
unification appear to owe more to a shifting social environment
than to policy change. Women who faced the unification with
concerns about their economic situations were less likely to have
children in the following year or two. The contrast between the
former East Germany and West Germany is instructive (see Figure
2). After reunification, the former West Germany’s fertility rate
remained relatively stable, whereas the former East Germany saw a
precipitous decline over the next three years. Similarly, the transi-
tion to a free-market economy in Poland changed the economic
environment and incentives for childbearing. Since 1989, Poland
has experienced a sharp decrease in fertility (see Figure 1).

Sweden provides a different kind of example. Although Sweden
did not undergo political or economic transformation, its economic
conditions nonetheless have affected fertility. Unlike in most other
countries, fertility rates in Sweden are positively related to the earn-
ings of women—Ilikely because women’s earnings in Sweden con-
stitute a substantial proportion of dual-earner household income.
Since parental-leave benefits are proportional to earnings, improve-
ments in economic conditions lead to higher parental benefits,
which can help promote increased fertility. Part of the decrease in
fertility in Sweden during the 1990s is likely related to the decline

in economic conditions.

Population Change Is Slow
Government policies intended to reverse fertility declines typically
have a long-term focus and require many years to bear fruit. A few
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SOURCE: Council of Europe, Recent Demographic Developments in Europe, Demographic Yearbook, 2003 (available online at
http://www.coe.int/t/e/social_cohesion/population/demographic_year_book/2003_Edition/).




population policies may have an immediate effect (for example,
those restricting/allowing abortion), but they are exceptions, and
their effects tend to be on the timing of births rather than on com-
pleted fertility. Population policies to increase fertility take at least
one generation before they ultimately increase the number of new
entrants to the labour force.

As a result, there is a disconnect between electoral cycles (typi-
cally, 4-5 years) and the longer cycle of population policy. Politi-
cians have limited incentives to advocate such policies, especially
when doing so might entail the expenditure of political capital in
entering a contentious policy domain. Therefore, population poli-
cies tend to lack both political appeal and political champions.

Instead, politicians tend to focus on policies for mitigating the
effects of population ageing, which have shorter time horizons. One
policy for doing so is encouraging participation in the workforce.

This can mean promoting a longer working life and encouraging
new entrants, such as women, into the workforce. Related to this
are policies that seek to enhance the productivity of older workers.

Conclusion

This study showed that, under certain conditions, European govern-
ments can successfully confront the looming economic threats of
declining fertility rates and ageing populations. Policies that remove
workplace and career impediments to childrearing are a critical part
of any solution. However, reversing long-term ageing and low fertil-
ity remains problematic, given that policies for doing so may not
pay dividends until the next generation reaches working age. Prior
to that time, millions of baby boomers will have retired. Hence, a
solution will require long-term vision and political courage. =
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