
 1 

Dem ogaphi c Change &  Econom ic Prosper i t y in t he 
Sout h W est  

Er ic McVit t ie 

University of Plymouth 

 

Int r oduct ion 

Most developed economies, and many developing economies, will experience 
demographic ageing during the 21st century.  Demographic ageing will have significant 
implications for many aspects of the economic life of the South West.    This paper 
provides an overview of some of the more important likely impacts of demographic 
change on economic prosperity within the region.   This involves making predictions 
which are, of course, necessarily highly speculative.    The effects of demographic 
change will appear gradually over several decades, during which time the regionÕs 
economy will alter fundamentally in response to many other factors: such as 
structural change in the global economy and ongoing technological change.    The 
effects of demographic ageing will at least partly depend on other changes affecting 
the region over this period.  The effects of demographic ageing will also depend on 
how the old, and the young, respond to the new environment created through their 
decisions concerning education, training, employment, saving, consumption patterns, 
and so on.   The analysis in this paper merely indicates what might happen, assuming 
the continuation of current trends (where these can be identified from available 
data) and under alternative scenarios.    

For the most part, the paper concentrates on three broad sets of issues related to 
the economic effects of demographic change in the South West, namely the possible 
impacts on: 

¥ The overall rate of economic growth in the region 

¥ The structure (in terms of industrial and functional specialisation) of the 
South West economy 

¥ The level and distribution of household incomes within the South West. 

The primary focus is on the regional implications of demographic change.   There 
are, however, substantial differences in the age structure of populations across sub-
regions of the South West, with implications for the regionÕs economic geography.   
We might expect that those sub-regional differences will persist, or possibly even 
widen, over the coming decades.    

Dem ogr aphic Change &  Econom ic Gr owt h 

The future economic prosperity of the South WestÕs citizens will, to a substantial 
extent, reflect the growth performance of the regional economy.   This section 
considers the possible implications of demographic ageing for economic growth 
within the South West.   It uses the HM Treasury ÔTrend Growth AnalysisÕ 
methodology as a framework for assessing the potential effects of demographic 
change on the Ôtrend growth rateÕ for the South West economy Ð i.e. the average 
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long-term growth rate excluding the effects of short-term fluctuations in economic 
activity.      

The method divides the overall growth rate of economic activity into a component 
due to improvements in productivity (output per hour worked), and a component 
due to increases in labour supply (total hours worked).   The latter, in turn, can be 
broken down into components representing the growth of population; economic 
activity; employment and average hours worked: 
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Trends in each of the components of economic growth can be projected to provide 
a projection for total growth in economic output (and in output per person).    

This method has previously been used to provide growth benchmarks for the RES 
review, which included some consideration of the implications of demographic 
ageing for overall economic activity and employment rates within the region.   Here 
we extend that analysis to allow for a broader range of ageing effects.   Demographic 
ageing might, in principle, influence the overall population growth rate, the average 
rate of economic activity and average employment rate (the proportion of the 
ÔworkforceÕ (economically-active population) which is employed rather than 
unemployed), average hours worked and productivity growth, i.e. every component 
of the trend-growth equation.   We consider each of these effects in turn. 

Population 

In the main, the analysis that follows is based on the ONS population projections for 
the South West.   It is, however, important to note that the ONS projections are 
based on recent trends in fertility, mortality and migration rates.   Specifically, the 
ONS projections are calculated by ageing the population from the previous year, 
applying local fertility and mortality rates to estimate births, deaths and the net 
natural population increase (or decrease), and then adding estimates for migration 
into and out of the region or sub-region.     

All components of population change are, however, subject to change, including as 
driven by economic developments.   Migration flows are particularly sensitive to 
economic factors such as relative wages, unemployment rates, and living costs 
between different localities.   We might expect, for example, that an increase in the 
growth rate of income per person in a region would result, at least temporarily, in 
an increase in-migration and a reduction in out-migration.    Moreover, we would 
expect different effects for different age groups Ð younger working age people may 
be more sensitive to such effects; retirees may be more influenced by cost-of-living 
and amenity effects.   Changes in economic growth, and other economic factors, 
could therefore partially determine changes in the demographic structure of regional 
populations.   A rise in regional economic growth could, for example, increase the 
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net in-migration rate for younger workers whilst reducing the in-migration rate for 
older workers and retirees.   Similar arguments also apply to international migrant 
flows.  

Ideally, we would explicitly model migration flows and population change as part of 
the process of regional growth.   We have conducted some simulation exercises 
which examine the impact of changes in the economic growth rate on total net 
migrant flows.   The results suggest that overall migrant flows are influenced by 
relative regional growth rates, although these effects are likely to be temporary and 
are not particularly strong for feasible changes in rates of regional growth.   The 
implications for migration flows amongst different age groups are, however, unclear.   
Further research is required in this area. 

Changing age structure of SW population, ONS Projections
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Age Specific Population Growth Rates for SW: 2004-2028
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The ONS Sub-National Population Projections predict that the South WestÕs 
population will grow at an average annual rate of around 0.6% between 2004 and 
2028, implying an overall increase of almost 800,000.   The projections suggest only 
modest growth in the population aged under 60.   In contrast, growth in the 
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population aged 65 and over is projected to account for around 70 per cent of the 
overall increase in population numbers. 

Economic Activity 

Much of the analysis of the economic effects of demographic ageing within the UK 
has focused on the implications for overall rates of economic activity.    A common 
presumption is that, because economic activity rates are lower for older than for 
younger people, demographic ageing will significantly lower the overall rate of 
economic activity.    The figure below shows age-specific economic activity rates for 
the South West and England based on data from Labour Force Survey.    

Demographic ageing will mean an increase in the proportion of the population in the 

over 65 age group, but also a decline in the proportion of the population in the 
under 16 and younger working-age groups (16-25), which also have relatively low 
labour force participation rates.    In addition, we need to consider possible future 
changes in economic activity rates across different age groups.   Here, recent trends 
suggest an increase in economic activity rates among older age groups.   Identifying 
trends in economic activity rates is, however, rather difficult given the short length 
of available time series and the year-on-year variability in estimates.  The figure 
below gives basic projections of economic activity rates by age group in the South 
West.      
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Age-specific economic activity rates
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Applying the ONS population projections to these activity-rate projections suggests 
that no significant change in the overall activity rate within the South West in the 
period up to 2028. 

Projections for Economic Activity Rates
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The chart above shows projections for overall economic activity rates in the South 
West based on population projections and trends in age-specific activity rates.   It 
suggests that, given these trends, the activity rate for the population aged 16 and 
over may decline slightly by 2028, but that there would be a marginal rise in the 
activity rate for the working-age population, and no change in that for the population 
as a whole.  It is important to emphasise that these projections are highly 
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speculative.  It seems unlikely, however, that demographic ageing will result in a large 
reduction in overall economic activity rates at least during the next 2 or 3 decades. 

Employment 

Adding the trend growth rate of population to the trend growth rate of the 
economic activity rate gives a projection for trend the growth rate of the labour 
force in the South West.    The analysis above suggests a trend growth rate of 
population of around 0.6 per cent per year, with a trend growth rate of the overall 
economic activity of zero, implying trend growth in the labour force also at 0.6 per 
cent per year. 

The trend growth rate of employment also depends on trends in the employment 
rate, i.e. the proportion of the labour force who are employed rather than 
unemployed.   Since unemployment rates vary substantially by age, changes in the 
age structure of population may have implications for the overall unemployment and 
employment rates.    

Age Specific Employment Rates, South West
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Employment rates in the South West are high for all age groups relative to those 
elsewhere in the UK, and may be close to their maximum Ôfull-employmentÕ levels in 
2005.   A reasonable assumption for projections may therefore be that age-specific 
employment rates remain constant at their 2005 levels.   This would imply a 
marginal rise in the overall employment rate due to demographic ageing, from 96.5 
per cent in 2005 to 96.6 per cent in 2028.   A slight rise in the employment rate for 
younger people (say by 2 points for the 16-19 group, and 1 point for the 20-24 
group) would improve the overall employment rate further to 96.8 per cent.   Such 
changes are, however, far too small to significantly effect the overall growth of 
employment, which we project will be equal to the growth rate of the labour force 
(i.e. 0.6 per cent per year under the assumptions outlined above). 

Hours Worked 

The other dimension of labour supply is the average number of hours worked per 
person.   As with other aspects of labour supply, hours worked vary significantly by 
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age group, with average hours being lowest amongst the youngest (under 20) and 
oldest (over 65) workers.   The overall average number of hours worked, and so 
total labour supply, will therefore be affected by changes in the age structure of the 
workforce and by changes in working patterns over time.    

Average Total Hours Worked by Age Group
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Projected changes in the age structure of the employed workforce have only a 
minimal impact on overall average hours in the absence of changes in working hours 
(by age group) themselves.   Assuming constant age-specific average hours, overall 
average hours worked per week within the South West would decline from around 
30.4 to 30.0 between 2005 and 2028 (based on Labour Force Survey data).    

It is difficult to obtain accurate estimates of working hours by age at a regional level 
with which to establish trends.   Some indication of trends in working patterns can, 
however, be obtained by looking at data on part-time working.   The proportion of 
workers in the South West working part-time has increased from around 26.5 per 
cent in 1995 to 30.0 per cent in 2005.   At least part of this will reflect changes in 
the age-structure of the South WestÕs workforce over the last decade, since part-
time working varies strongly by age group.   However, there also appears to have 
been a substantial increase in part-time working for workers within specific age 
groups over this period.  Should this trend continue, it would result in a further fall 
in average hours worked over the coming two decades.   It is difficult to make 
projections of this effect with any real confidence, however for illustrative purposes 
we assume that average hours worked decline by from around 30.4 to 29.5 per 
week between 2005 and 2028, or by just over 0.1 per cent per year on average, 
based on a further rise in the rate of part-time working from 30.0 to 35.0 per cent.   
This matches the HM Treasury projections for the trend in average hours nationally 
for the period from 2006 onwards. 
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Part-time working in the South West by Age, 2005
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Summary: Demographic Change & Total Employment 

The above discussions suggest the following projections for growth in the 
components of employment in the South West during the period 2005-2028.     

 

Projected Annual 
Growth Rate (%)

Population 0.6
Economic Activity Rate 0
Employment Rate 0
Average Hours Worked -0.1
TOTAL EMPLOYMENT 0.5  
 

A frequent concern in discussions of the economic effects of demographic ageing is 
the possibility that societies with rapidly ageing populations could offset some of the 
impact on labour supply by allowing increased in-migration from elsewhere.   
Recently many parts of the UK have seen substantial increases in in-migration from 
the 2004 EU-accession countries of Eastern Europe, which has helped to provide 
labour for a range of activities such as, in particular, the hotel and restaurant sector.    
Most analyses conclude, however, that large scale net immigration cannot provide a 
sustainable source of labour.   Population ageing is occurring more rapidly in the EU-
10 accession states than in the EU-15, and is also prevalent in those countries likely 
to join the EU in the near future (Turkey provides an important exception).   Net 
immigration from other parts of the world on a scale sufficient to offset 
demographic ageing in the UK seems highly unlikely. 

Productivity 

The overall rate of economic growth in the South West will depend on both the 
growth rate of total employment (total hours worked) and on the growth rate of 
productivity (output per hour).      Productivity in the South West has been 
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consistently below that for the UK as a whole during recent years, and although 
there was a marked improvement in measured South West productivity relative to 
that for England between 1998 and 2000, the official GVA per hour index has since 
fallen from 98.1 per cent of the UK level in 2000 to 95.1 per cent in 2004.   
Interpreting these movements is difficult because available measures are not very 
reliable at the regional level and have only been available for relatively short time 
periods.   Over the period from 1998 to 2004 as a whole, the South WestÕs 
productivity level has remained roughly constant relatively to that for the UK, 
implying that productivity growth in the region has just matched the national rate. 

To investigate the possible implications of demographic ageing for productivity 
growth, we need a detailed understanding of the determinants of productivity and 
productivity growth at a regional level.  Recent research has substantially improved 
knowledge of these issues.   There is, nevertheless, currently only limited 
understanding of the determinants of levels and growth rates productivity within the 
UK regions.    

HM Treasury have argued that productivity levels and growth rates are determined 
by five key ÔdriversÕ: skills, investment, enterprise, innovation and competition.   We 
might expect population ageing to influence at least some of these drivers, which we 
now consider in turn.   It is not, however, possible to produce precise quantitative 
projections of the possible implications of productivity within the South West.  
Instead we discuss the issues here and try to put some broad bounds on the scale of 
effects that might be anticipated. 

Skills 

Workforce skills are widely regarded as important determinants of productivity 
levels and productivity growth.   Measuring skills is not, however, straightforward.   
The usual measures focus on formal educational qualifications, but these are only 
one dimension of skills, and not necessarily the most important.   Evidence has, 
however, linked productivity levels of individual firms to formal qualifications of their 
workers.   The extent of wage differences related to educational qualifications also 
provides indirect evidence for the importance of education as a determinant of 
productivity.   The skills derived from experience are, however, also likely to be an 
important determinant of labour-productivity, as suggested by the fact that, for many 
workers, wages tend to rise with experience.   At the present time, older workers 
tend to less well qualified, in formal terms, than are younger workers.  They are, 
however, also more experienced.   It is, therefore, an open question whether older 
workers are, on average, more or less ÔskilledÕ.     

A more subtle issue concerns the importance to productivity of having a mix of skills 
and aptitudes within the labour force.   Population ageing results in an increase in 
the fraction of older workers in the total labour force.   If older and younger 
workers differ in the inputs they provide, then changes in the age structure of the 
population will necessitate changes in production processes with possible 
implications for overall productivity.    

Recent patterns of economic development have tended to increase demand for 
high-skill workers while reducing demand for low-skill workers.   Such changes also 
alter the mix of skills desired by employers, while the rapid pace of technological 
change places greater demands on workersÕ adaptability and capacity for re-skilling 
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over their life cycles.   Such trends can adversely affect older workers if their skills 
have not been upgraded since leaving full-time education (House of Lords, 2003).   
The relatively low levels of formal education attained by older workers, and the high 
prevalence of basic skills-deficits among some age groups, place barriers in the way 
of life longer learning for many older workers. 

The skills and education of the current over 50 age group are the outcome of 
educational and training opportunities available over the past several decades.   The 
House of Lords (2003) argues, for example, that the literacy and numeracy deficit of 
people over 50 is, to some extent, a cohort effect related to the educational and 
employment history of people born in the 1940s and early 1950s, rather than a 
simple age effect, so it may be diminished among future cohorts of the over-50s.   
There are, however, also concerns over the extent to which older people can gain 
access to training and life-long learning.    

The 50-60 year olds of 2030 are, of course, currently 25-35 year olds who have 
benefited from the rapid expansion in education and training provision in the UK 
during the recent past.   They will carry their educational qualifications with them 
through life, adding further qualifications, training and experience to them along the 
way.   This will significantly alter the relationships between age and skill in future.   
To illustrate, the figures below report projections for the proportion of South West 
residents with HE/Degree level qualifications and those with no qualifications over 
the period 2005-2028.   The simulations assume that patterns of educational 
attainment for younger people match those currently.   Improvements in 
qualification levels then simply reflect the effect of individuals carrying forward the 
qualifications obtained before they were 30. 
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The obvious point is that the over-50s (and over-60s, etc.) of 2030 will be 
substantially more highly qualified than current people of those age groups.   They 
will, however, still have the skillsÕ benefits that experience brings, possibly supported 
by a heightened capacity for life-long learning.    

More direct evidence on the links between age and worker productivity is currently 
rather thin.   The House of Lords (2003) report a survey by the Engineering 
EmployersÕ Federation (EEF) which suggests that employers regard younger and 
older workers as having significantly different bundles of attributes: older workers 
are seen as more loyal, committed, reliable, trustworthy, accurate and stable; 
younger workers as faster, more efficient, and more physically and mentally able.   
Where these perceptions merely reflect popular stereotypes rather than hard 
evidence is difficult to judge.   However, research by Meadows for the DTI into the 
relationships between age and productivity found no evidence of any negative effect 
of age on job performance at least up until 70 years old (there was not enough data 
on older people to judge).   The report also found no evidence that older workers 
were inherently less productive than younger workers except in a very limited range 
of jobs required rapid reactions and/or physical strength.   Otherwise, any 
differences in productivity by age appeared to reflect poorer access to required 
training among older workers. 

Taking the above as a whole, we would not expect any specific effect of 
demographic ageing on overall levels of skills within the South West.   Trends in 
skills will reflect the education and training opportunities available in the recent past, 
the present and the future.   There may even be an improvement in overall skills 
levels, as the life-long benefits from increased formal education are reaped, and as 
the declining relative size of the younger-aged cohorts allows for increased 
education and training investment per person, and expansions in provision across all 
age groups. 
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Investment 

Changes in the age structure of the population can affect rates of saving, interest 
rates and investment at national and international levels.  At a global level, funds for 
investment derive from saving by households offset by government budget deficits.   
For national economies, savings and investment can diverge with the different being 
made up by foreign borrowing or lending.   In practice, however, national savings 
and investment links tend to be fairly closely linked.   These links are much weaker 
in the case of regional economies.   Regional firms can obtain funds for their 
investment projects in national and international financial markets and we would 
expect levels of investment to be more influenced by investment opportunities and 
the rates of return predicted to flow from them.   Regional investment will, 
however, be affected by national and international savings rates. 

The standard economic theory of saving suggests that individuals and households 
vary their savings patterns over their life-cycle to smooth consumption levels in the 
face of varying income levels. Thus, it is argued, individuals will tend to save more 
during their working years to build up a stock of assets which can then be used to 
support consumption during retirement.   Given this, we might expect a change in 
the age structure of the population from working-age to retirement-age groups to 
result in a reduction in the savings rate for the economy as a whole.   Such a change 
would tend to increase interest rates and to reduce investment in new capital 
equipment by firms.   Given that many economies, which provide the bulk of the 
worldÕs savings, will be affected by demographic ageing, these arguments might lead 
us to expect a rise in global interest rates and a fall in investment rates on a world-
wide scale.   It is likely that this would also affect investment rates within the South 
West of England. 

In any case, evidence on links between age and savings rates is not clear cut.   
Household surveys in the UK tend to suggest that older people save more, not less, 
than their younger counterparts.  These surveys, however, tend to overstate the 
true level of saving by retired households, since they do not allow for reductions in 
the value of pension assets.   Research by Miles, which adjusts for this effect, 
suggests that demographic change could result in a significant reduction in the UK 
savings rate by 2030, reducing capital accumulation and slowing economic growth.   
Further research into this issue by David Demery and Nigel Duck of the University 
of Bristol suggests that projected changes in the UKÕs age-structure over the next 3-
4 decades may lead to a marginal increase in the UKÕs savings rate.   Young (2004), 
however, cautions that age-specific savings rates are unlikely to remain constant 
over time, and that future changes may be difficult to predict.  Most studies conclude 
that any effects from demographic ageing on overall savings rates are likely to be 
gradual and modest in comparison with other influences on savings behaviour.   We 
would not, therefore, expect demographic ageing to have a strongly detrimental 
effect on overall investment within the South West. 
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Enterprise, Research & Development 

Innovation, in its various forms, is central to the process of economic growth in 
advanced economies.   A common perception is that demographic ageing may lead 
to a less innovative, and therefore less dynamic, economy.   In this view, innovation 
depends on the motivation, energy and arrogance of youth supported, in a high 
technology age, by younger workersÕ close proximity to the leading edge of thought 
due to their recent exposure to higher education.   Hard evidence on the 
relationships between age and innovation is, however, difficult to find.    

What is clear is that economic enterprise, as reflected by patterns of self-
employment and new firm foundation, is not a preserve of the young.   Indeed self-
employment is markedly more common among older workers.    Data from the 
labour force survey suggest that self-employment rates in the South West among 
working people increase pretty much continuously with age.   There do, however, 
appear to be substantial differences in the nature of self-employment between 
younger and older workers.   In the South West, for example, self-employment 
among older workers is more concentrated in Agriculture and in Hotels & 
Restaurants than is the case for younger self-employed workers.    

 

Plan to add to this Ð more details on types of self-employment among the over and under 
50s 

 
 

The discussion above leads us to conclude that overall productivity growth in the 
South West over the next couple of decades, will not be strongly influenced by the 
effects of demographic ageing.    Overall skills levels within the region are likely to 
continue to increase.   Investment is unlikely to be damaged.   And there are no 
strong grounds for anticipating significant changes in the other productivity drivers, 
although more evidence on the potential effects on enterprise, research and 
development would be extremely useful.    
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Summary: Economic Growth 

Overall economic growth in the South West is likely to be, at most, only marginally 
affected by demographic ageing over the next 2 decades or so.   Demographic ageing 
may result in a slight reduction in the growth rate for total employment, primarily 
associated with a continued increase in part-time working and a consequent 
reduction in average hours worked.   Our analysis suggests, however, that this effect 
would be very modest in quantitative terms: perhaps reducing the annual growth 
rate for total employment for 0.6 per cent to 0.5 per cent.   The growth rate of 
total regional income (GVA) will mostly depend on the productivity growth rate.   
Productivity growth in the South West has essentially matched that for the UK as a 
whole during the recent past.   We see no good reason to expect that future 
productivity growth will be strongly affected by population ageing at either national 
or regional scales.    

The net effect of demographic ageing would, therefore be to marginally reduce the 
growth rate for GVA in the South West.   Assuming, for example, a trend growth 
rate of GVA per hour of 2.2 per cent a year, the effect of demographic ageing would 
be to reduce the total regional GVA growth rate from 2.8 per cent to 2.7 per cent 
per year, and reduce the growth rate for GVA per person from 2.2 per cent to 2.1 
per cent per year.   The implications of demographic ageing for some components of 
growth do, however, remain uncertain.  This is particular the case for the possible 
effects on innovation. 

Dem ogr aphic Ag eing and H ousehold Incom e 

National and international debates on demographic ageing have been heavily focused 
on their implications for pension systems.   Demographic ageing will lead to an 
increase in the number of individuals of Ôpension ageÕ and a decrease in the number 
of individuals of Ôworking ageÕ.   Many pension systems were designed at a time when 
life-expectancy after retirement was very limited and where majority of the 
population was in employment.   Such systems will struggle to cope with the new 
realities created by demographic ageing.   As Turner (2003) argues, current pension 
arrangements are like pyramid schemes, which are only sustainable because until 
now each successive generation has been larger than the one before.  ÒAnd the 
essence of what is happening to pension systems in the face of falling fertility is that 
the pyramid scheme is coming to an end.Ó Solving this problem will require changes 
in the pattern of income transfers across generations: with rising worker 
contributions (or savings), or less prosperous pensioners, or both.   These effects 
have, of course, to be placed in the context of ongoing economic growth, which 
would support greater prosperity for all. 

In general, the response will at least partly involve an increasing reliance on private, 
rather than public, financing of pension provision.   This will almost certainly imply 
an increase in the importance of investment-related relative to employmentÐrelated 
incomes in overall household incomes.    This implies that household incomes will 
become more exposed to risks to financial market prices and rates of return.   
Historically, asset prices and rates of return have been highly volatile.   If this 
continues, and there is no obvious reason why it would not, then pensioners in the 
future will have to live with much considerable uncertainty over their incomes.    
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Changes in pension provision will also have significant effects on the distribution of 
income.   The distribution of income amongst the older population is currently very 
uneven.   Any more towards greater private provision of pensions will tend to 
increase income inequalities among pensioners.    Private pensions link income in old 
age to accumulated wealth, and wealth is much more unequally distributed than 
income, since richer households have proportionately larger surplus incomes to 
invest than do the poor.   Moreover, the nature of financial risks is that there will be 
substantial differences in the values of pension funds even for households who have 
made equal payments into funds.   Some people are just lucky when it comes to 
their investments; others are less so.   Households which have not made adequate 
provision for their retirement, for whatever reason, will be faced with lower income 
during their retirement years.   Recent experience with endowment mortgages 
shows that the return to long-run financial investment can be radically different from 
what was expected at the time the investment was made. 

We might also expect significant differences in private pension incomes across 
generations.   By historical standards, the 1980s and 1990s saw historically unusually 
high rates of return on financial investments.    This boosted the value of pension 
plans for people retiring in, say, the mid-1990s.   Financial market returns have been 
much more modest since then and the value of pension plans, and private pension 
incomes, consequently reduced.   Few commentators would predict a return to 
1980s conditions anytime soon, so the relative prosperity of the more fortunate 
members of the current generation of pensioners may not be repeated.    

Indeed there are good reasons to predict that baby boom generations will do 
especially poorly under private pension provision (Young, 2004).   During their 
working years, the abundance of a baby boom generation tends to drive down 
average wages and reduce the income on which pension saving is based.   Once 
retired, however, the abundance of their saving tends to drive down financial returns 
and depress pension incomes.   On the other hand, a baby boom tends to have a 
beneficial effect on the incomes received by other generations both at work and in 
retirement. 

The above arguments lead us to expect increased income inequality among future 
generations of older people who are more reliant on private investment incomes 
than in the past.   These effects will primarily play out on a national, or even an 
international, stage, due to the global nature of financial markets in which pension 
funds are held.   Such effects will, however, be particularly important in regions like 
the South West which have, and are predicted to continue to have, relatively aged 
population structures.   

 

Dem ogr aphic Change and Econom ic St r uct ur e 

We might also expect demographic ageing to affect the structure of the regionÕs 
economy in several ways: 

¥ Changes in the age structure of populations at regional, national and 
international scales will affect patterns of expenditure by households and by 
government agencies at home and abroad, shifting demand and, 
consequently, production towards goods favoured by older people and away 
from those favoured by the young. 
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¥ Changes in the age structure of labour supply will alter the competitive 
position of the regionÕs industries, encouraging a restructuring of production 
towards activities which make better use of the skills and attributes provided 
by older workers. 

¥ To the extent that ageing alters rates of employment growth and  
investment, economies with ageing populations may experience changes in 
relative factor abundance  (becoming more or less capital intensive), 
supporting further restructuring of production towards. 

Since the analysis above suggests that demographic ageing in the South West will 
have only marginal effects on total labour supply and investment, we concentrate 
here on the first two of these structural effects. 

Expenditure Patterns 

Expenditure patterns differ between older and younger people, both in terms of the 
types of goods bought and the places in which they are bought.   We would 
therefore expect changes in the shares of total income going to older and younger 
people to result in changes in overall expenditure patterns, and to changes in 
household demands for different products from different sources.    

Still to finish this off É  

 

Subsume housing here É  and transport É  

 

Employment Patterns 

We argued above that older and younger workers may differ in the skills and 
aptitudes they offer to employers, so that changes in the age structure of the 
population will necessitate changes in production processes with possible 
implications for overall productivity.   We might also expect changes in the 
demographic structure of the workforce to lead to alter the competitive position of 
industries within the South West and encourage changes in production patterns and 
employment policies.    

Industries within the South West vary substantially in demographic structures of 
their workforces.   Some sectors, such as Agriculture and Education, are currently 
highly dependent on older workers while others, such as Financial Intermediation 
rely primarily on younger workers.    
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An industryÕs heavy reliance on older workers could be regarded as either an 
opportunity or a threat.   On the one hand, the fact that an industry currently 
employs a relatively large proportion of older workers, could suggest that it is 
particularly suited to the skills and aptitudes that older workers provide, or that it 
has arranged its employment policies so as to encourage recruitment and retention 
of older people.   An industry for which a large proportion of the current workforce 
is aged 50 may be one which has been unable to attract younger people over recent 
years, and which may soon be exposed to severe recruitment problems as the 
current over 50s move towards retirement.   The raw data do not allow us to 
choose between these alternative explanations.   It appears, however, that the high 
incidence of older workers in Agriculture, Education and Health & Social Work, for 
example, may well be a reflection of difficulties faced by these sectors in recruiting 
and retaining younger workers.   Recent studies on the age profile of teachers in 
higher education, for example, suggests that a number of subject areas (including 
Economics) may be faced with major recruitment problems within the next decade 
as the baby-boomers retire.   These trends may imply particular difficulties in filling 
senior posts.   Similar arguments have been made within the Health sector. 

The reverse arguments could also be made for industries which rely heavily on 
younger workers.   At a national level, the leading example of youth-dominated 
industries is Hotels & Restaurants.   Growing difficulties in recruiting younger 
workers in those sectors have, in some areas, supported the recent influx of young 
workers from the EU-10 states.   It is not, however, clear that this strategy is 
sustainable in the longer term, given the demographic trends affected the EC-10 
countries.  The South WestÕs Hotel & Restaurant is far less reliant on younger 
workers than its national equivalent, possibly implying less need for radical changes 
in recruitment policies. 
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Similar arguments can be made concerning the age structure of employment in 
different occupation groups.   Some occupations, such as Managers & Senior 
Officials, might be expected to have a relatively old age-profile since it often takes 
much time and experience for individuals to acquire the skills and attributes 
required.   In other cases (Professional Occupations?  Machine Operators?), the high 
proportion of older workers may imply impending recruitment difficulties.    


