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HEADLINE: Singapore system starts to creak SOCIAL SECURITY: John Burton

considers the welfare-light policies that other Asian countries might seek

to emulate
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   Singapore would appear well-prepared to tackle the problems of an ageing

population. Along with Japan and Malaysia, it is one of the few Asian

countries that can claim near-universal coverage for its pension scheme. Its

medical facilities are excellent and housing for the elderly is available.

   Moreover, economists have lauded Singapore for avoiding the pitfalls of

erecting an expensive welfare state that diverts government funds from

economic development. Social security is largely financed by mandatory

savings accounts for each citizen. The requirement that workers must

contribute to personal savings accounts has meant that Singapore has among

the highest saving and investment rates in the world.

   The welfare-light practices of Singapore and Hong Kong are often

favourably contrasted with those of Japan, South Korea and Taiwan, which

have fully-fledged social welfare systems. Public spending in these

countries is bound to rise as the population ages, putting pressure on

government budgets and increasing the tax burden.

   But doubts are emerging about whether Singapore can stick to its current

policies or be forced to extend the social safety net. The outcome could

determine policies in the rest of Asia, including China, which has studied

the Singapore model of combining basic state support with private

initiatives.

   Singapore, along with Hong Kong, South Korea and Japan, will have one of

Asia 's oldest populations by 2030, with a quarter of people above 65 years

of age.

There will be only 2.2 workers to support each elderly person, compared with

10 workers in 2000, the result of a rapidly falling birth rate and increased

life expectancy.

   The reduced earning power of the elderly is already leading to a growing

income gap between rich and poor, with Singapore ranked 105th in the world

in terms of income equality, based on United Nations data. That compares

with the 2nd place ranking for Japan and 25th for South Korea with their

stronger social safety nets.

   Moreover, the mandatory savings programme, the Central Provident Fund

(CPF), used to finance pensions and healthcare is showing signs of weakness.

The goal of the CPF was to provide 40 per cent of pre-retirement income,

with workers and employers each contributing 20 per cent of a person's

salary to the individual accounts. But the employer contribution has

gradually been reduced to 13 per cent in an effort to attract more foreign

direct investment, although it will be raised to 14.5 per cent this year. In

addition, the use of each individual's CPF account has been extended over

the years to include healthcare costs and mortgage payments, mainly for

apartments in subsidised public housing projects where 85 per cent of the

population lives.

   Many of the elderly who contributed to the CPF between the early 1960s

and 1970s, when wages were low, are finding it difficult to keep up with the

rising cost of living. Many have used their CPF savings, with government

encouragement, to buy public housing apartments. But the value of these has

fallen by 30 per cent since the mid-1990s, making it difficult for retirees

to recoup fully their investment.

   Critics say the problems expose a weakness of the Singapore system, which

places a disporportionate burden on individuals unlike more developed

welfare states where the risks are pooled.

   Singapore's recognition of the challenge it faces has been underscored

with the recent creation of a ministerial committee on ageing. The

government has signalled that it prefers finding solutions based on market

forces. Its only concession to increased public spending is the

establishment of a programme, known as Workfare, that provides state

subsidies to low-income workers with most of the funds transferred to the

CPF instead of being given directly to them to spend immediately.

   Workfare is also linked togovernment efforts to encourage the elderly to

work longer instead of taking advantage of the current retirement age of 62.

Lim Boon Heng, who heads the ageing committee, says Singapore wants to

achieve 65 per cent employment for people aged between 55 and 64 in the next

five years.

   But two-thirds of older workers are now employed in low-paying jobs, as

cleaners, clerical workers or machine operators, according to Singapore's

manpower ministry. In addition, Singapore wants to enhance the traditional

Asian system of family support. Children are already legally responsible for

the support of elderly parents. The government is now looking at providing

home support services for families that care for older people at home.

   Singapore hopes to reverse the elderly dependency ratio by attracting

younger foreign workers, particularly from China and India, with the

government predicting that the population could increase from 4.5m to 6.5m

in the next 20 years. A recent study bv the International Monetary Fund

suggested that many of Singapore's policies could be adopted by other Asian

countries.

   But it also warned that other countries with less rigid regulatory

systems may have problems managing state pension funds similar to the CPF

because they could be subject to abuse by officials in financing risky

investments. Moreover, Singapore's long tradition of employing large number

of foreigners may be difficult to copy in other more conservative and

homogeneous Asian societies.
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HEADLINE: Reasons to doubt doomsayers JAPAN: Alarmist predictions may be

exaggerated writes David Pilling
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   As everybody knows, women born in 1966, the once-every-six-decade Year of

the Fire Horse, are prone to send their husbands to an early grave.

Superstitious nonsense perhaps, but millions appear to have believed it. In

that inauspicious year, Japan's fertility rate, previously well above 2,

suddenly plummeted to 1.58. The following year it was comfortably above 2

again.

   These days, Japan's policymakers would happily settle for Fire Horse

levels.

In the late-1980s, Japan suffered the so-called "1.57 Shock" when its

fertility rate dipped below what had been thought of as the aberration of

1966. It has been falling more or less ever since, reaching 1.26 last year,

far below the 2.1 needed to keep the population stable.

   That change, accompanied by an equally dramatic shift in life expectancy

- an enviable 86 for women and 79 for men - has already had a dramatic

impact on Japan's population profile. The age structure of society has

changed, says Atsushi Seike, a labour economist at Keio University from "a

classic pyramid" in 1960 to a "chochin, or Japanese lantern shape" in 2000.

   That shift has inevitable consequences for almost every sphere of

society, from providing for the elderly to lifetime working patterns.

   A look at the raw data (while sometimes misleading) hammers home the

point.

According to the United Nations, if current trends continue, Japan will have

30 per cent fewer inhabitants by 2050, and a remarkable 1m 100-year-olds.

The dependency ratio of those aged over 65 to those between 15 and 64 will

rise to

32.3 per cent by 2010 and 42 per cent by 2020. In the US, those ratios are

projected to be a more manageable 19.2 per cent and 25.4 per cent,

respectively.

   Such changes sometimes give rise to alarmist predictions of

inter-generational warfare and bankrupt welfare states. Sakaguchi Chikara,

former health minister, melodramatically concluded: "If we go on this way,

the Japanese race will become extinct."

   But there are several reasons to doubt the doomsayers. First, simply

extrapolating from the past is rarely a good guide to the future, especially

when it comes to the uncertain science of demographics.

   Research by Jessie Wilson for CLSA, an independent brokerage, for

instance, concludes that Japan's fertility rate is unlikely to deteriorate

further.

Japanese women marry late, now about 30 but, by the age of 43 virtually all

women have married. What is more, they do so almost universally to have

children, with roughly one in three women already pregnant as they take

their vows.

   Yet, even if she is right, at least for the foreseeable future, the

population is likely to move into decline. The question for Japan's

policymakers is how can the country maintain its standard of living and the

health of its public finances with a shrinking population?

   One obvious variable is the retirement age. The mandatory retirement age

is already being raised progressively from 60 to 65 by 2013. In practice,

this is only the start.

   Prof Seike says some of the elements of Japan's rigid labour market, with

its emphasis on single-company employment and seniority pay, are an obstacle

to the goal of extending the working life. But Japan has many advantages

too.

International Labour Organisation statistics show, for example, that the

labour participation rate of Japanese males aged 60-64 is 70 per cent

against 36 per cent in Germany and 19 per cent in France. Even for women,

the same figures are 40 per cent for Japan against 18 per cent in Germany

and 16 per cent in France.

"There is a strong will to work in Japan," Prof Seike says. "The issue is to

remove any obstacles to leveraging this."

   A second issue is immigration. This debate is, again, sometimes couched

in absurd terms. The UN, for example, calculates that Japan will need about

30m immigrants by 2050 to prevent a fall in its working-age population, a

rate of influx that would bring the number of foreigners and their

descendants to about 30 per cent of the country's population.

   Japan is highly unlikely to open the floodgates to that extent, but

predictions that it will shun immigration altogether are almost certainly

wrong.

It already has more immigrants than is commonly recognised, with 2m

foreigners against 2.9m in the (admittedly smaller) UK.

   Akira Ariyoshi, director of the International Monetary Fund's regional

office for Asia and the Pacific, says that, notwithstanding the ability of

Japan's economy to adapt - for example by drawing more women into the labour

market - changing demographics presents an undeniable fiscal challenge. He

points out that Japan's social security bill is already going up by Y1,000bn

a year.

   "In order to maintain or increase our standard of living we have to do

much better at increasing our productivity per worker," he says.

   The IMF has a shopping list of suggestions, including further

deregulation of the labour market, tougher application of competition

policy, and better allocation of capital, for example through postal

privatisation.

   Such policies may indeed play a role.

   But Ms Wilson, pointing to the number of men employed by construction

companies to wave night-sticks, says there is plenty of lower-hanging fruit.

"There's so much room to improve productivity in Japan," she says. "There's

been a lot of job-creation in the past and you're simply going to see a lot

of those jobs disappearing."
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   Four years ago, Win Ko, 23, was working as a waiter in a restaurant in

Rangoon, Burma's then capital, earning a meagre 4,500 kyat (about Dollars

5.60) a month plus meals, when friends started talking about better

opportunities in neighbouring Thailand. Despite the dangerous journey - and

the risks of working illegally in Thailand, Win Ko, the eldest of three

brothers, decided to take the chance. "I was afraid," he recalls. "I wanted

to stay in Burma but there was not enough money to help my family."

   Arriving in Thailand, he was employed as a construction worker in Phuket.

Although the wage was about Bt300 (then about Dollars 7.50) a day plus food,

his employers sometimes failed to pay, claiming he was eating too much. In

2003, the Thai authorities arrested him for working illegally, and held him

in various police lock-ups for several weeks, before deporting him back to

his military-ruled homeland.

   But he soon made his way back and today is busy helping to build hotels

in Khao Lak, the Thai coast that was devastated by the Indian Ocean tsunami

two years ago. "Here we have difficulties," he admitted. "Sometimes the

employers don't pay, and sometimes the police arrest us. But we need money.

In Thailand, you can go to movies and restaurants, and still send money to

the family."

   All across Asia, vast discrepancies in income levels and demographics

have combined to create powerful incentives for people to cross borders -

both legally and illegally - looking for better jobs and opportunity. The

flow of workers across borders looks set to accelerate as national income

differentials widen and east Asian populations age, creating challenges for

policymakers.

   "Migration has grown rather fast over the past 20 years, and we see the

reasons it grew are going to be even stronger in the future," says Manolo

Abella, chief technical adviser for an International Labour Organisation

project on the governance of labour migration. "You have the cheapening cost

of moving from one country to another, and a widening difference in income

between the countries."

   From Asia's poorer countries - including Bangladesh, Burma, Nepal,

Indonesia, the Philippines and China - labourers flock to developed

economies with small or ageing populations, such as Japan, South Korea,

Taiwan and Singapore, as well as to middle-income countries such as Thailand

and Malaysia. And while Thailand is estimated to have perhaps as many as 2m

migrant workers from Burma, it also sends some of its estimated 63m citizens

to work in wealthier east Asian economies.

   Across the region, employers are certainly happy to exploit a vast pool

of relatively cheaper labour. "Once you have foreign labour cheap, employers

get used to it," says Mr Abella. "If somebody is going to work for you at a

very low wage, you will probably make use of labour instead of machines."

   Take, for example, Malaysia, with a population of just 27m people, which

produces labour-intensive exports such as wooden furniture, thanks in part

to 1.8m legal foreign workers and an estimated 500,000 undocumented foreign

labourers. In Korea, meanwhile, small businesses that had difficulty

attracting native-born workers - who preferred jobs in large companies with

better prospects - championed a programme to recruit foreign "trainees", who

were usually paid about 40 per cent of the wages of Korean citizens.

   But even as the number of intra-regional migrant labourers has grown,

many governments - and indeed wider Asian societies - remain deeply

ambivalent about the growing presence of foreign workers who bring different

languages, customs and cultures to their host societies. "They want them to

work, but not to stay,"

says Mr Abella.

   In more homogeneous societies such as Japan and South Korea, policymakers

are wary of migrants, who they fear will simply not fit in with highly

regimented social norms. Japan, with a population of 127m, has just 192,000

foreign residents with work visas - many of whom are well-educated

professionals, while an estimated 43,000 people, mainly from China and the

Philippines, are thought to be working illegally. Across the region, foreign

workers in every country are commonly blamed for rising crime and other

social ills, even in an ethnically diverse country such as Malaysia.

   In much of developed Asia, government policies towards foreign workers

are crafted towards facilitating and regulating labour imports, while

preventing individual workers from staying too long in what officials

believe should be temporary homes.

   Still, hundreds of thousands of foreign migrant workers around Asia have

slipped through formal regulatory systems leaving them vulnerable to even

greater exploitation, and can have severe repercussions for their children

who are often stateless in the countries where they were born.

   Mr Abella says governments are starting to face these social challenges.

"There is a creeping realisation of the need to ensure human rights, and

basic labour rights for migrant workers," he says.

   In Thailand - where Burmese workers are crucial for construction, fishing

and even the tourist industry, the government recently agreed that the

children of Burmese migrant workers could attend government schools,

regardless of their legal status.

   Meanwhile, pressure to accept more foreign workers is building in Japan

and South Korea, which both have rapidly ageing populations, and are

increasingly confronting a shortage of workers to care for and financially

support the elderly.

   "We are very much involved in trying to help countries assess their

long-term future requirements for labour, so they can make rational, sound

policies to deal with this," says Mr Abella. "The sooner they deal with it,

the better."

   According to the ILO, the ratio of workers to retirees in Japan will

reach

10:7 in the next five decades, and will be almost similar in Korea. As a

step towards solving this problem, Japan recently agreed to take a small

number of foreign nurses to help care for the elderly. "It's probably the

opening of the door - to be pushed wider later on," says Mr Abella.


LOAD-DATE: March 13, 2007

                 Copyright 2007 The Financial Times Limited

                       Financial Times (London, England)

                            March 14, 2007 Wednesday

SECTION: FT REPORT - AGE AND POPULATION; Pg. 2

LENGTH: 572 words

HEADLINE: REMITTANCES KEEP THE PHILIPPINES ECONOMY AFLOAT

BYLINE: By ROEL LANDINGIN

BODY:

   When Philippines retailing tycoon Henry Sy picks a location for a new

shopping mall, one of the first things he does is figure out where the

families of overseas Filipino workers are buying homes. The strategy has not

failed the country's richest man, whose SM Prime Holdings runs 28 shopping

malls throughout the country.

   The unprecedented number of Filipinos working or living overseas - there

are 8m or about a tenth of the population - has done wonders not just for Mr

Sy but for the entire Philippine economy.

   Income from working as labourers in the Middle East, domestic staff in

Hong Kong, nurses in the US and other jobs abroad now account for 9.2 per

cent of gross national product compared with only 4 per cent a decade ago.

It has helped sustain modest levels of economic growth amid sluggish

investment and weak government spending.

   The Philippines is the world's third biggest recipient of migrant money

after Mexico and India, but remittances play a far more important role in

the poor south-east Asian nation. Last year's remittances of Dollars 12.8bn

exceeded net foreign exchange earnings from semiconductors, the country's

top export. It was also more than six times the projected level of foreign

direct investment.

   By boosting demand for everything from fast-food meals to mobile phones

to education or housing, remittances are helping drive consumption, which

accounts for more than 70 per cent of the economy. Money from abroad helps

keep many families out of the poverty that afflicts one-third of the

population.

   The Philippines has been sending workers overseas since the early 1970s,

but the pace has picked up in the past few years, partly owing to a rise in

demand for nurses and caregivers to take care of ageing populations in the

US and Europe. Last year, more than 1m Filipinos, almost 3,000 a day, left

for work in other countries. Ten years ago, the figure was only 1,721 a day.

   That has helped bring in more remittances, which surged by almost a fifth

last year after climbing by 25 per cent in 2005. Between 1999 and 2004,

money sent home by overseas-based Filipinos rose by about 7 per cent a year.

Buoyed by rising remittances, the peso has grown stronger in the past two

years, helping keep the economy stable even as Gloria Macapagal Arroyo, the

country's president, faced her worst political crisis in 2005 over

allegations of electoral fraud.

   But the rush for overseas work is beginning to create a brain drain, with

potentially damaging implications on society. About 12 per cent of the

country's 75,000 medical doctors have left or are preparing to leave to work

as nurses in other countries, where they can earn about Dollars 4,000 a

month compared with just Dollars 1,500 if they stayed at home. More than 100

of the country's 1,500 or so towns do not have a doctor at all, and some

government hospitals are on the brink of closing down for lack of medical

personnel.

   Economists also worry that overseas work may ease the pressure on

politicians to carry out tough measures needed to boost economic growth and

employment. Last year, the number of new jobs dropped to 648,000 while

overseas placements rose to 1.1m. "It has conveniently kept the government

from pursuing real policy reforms (including no population policy) that

would have improved the performance of the domestic economy and reduced the

need for overseas employment," says Ernesto Pernia, a former Asian

Development Bank economist.
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   As China ages, will India's youthful population be at a competitive

advantage in the decades ahead? For many in the Indian policymaking

establishment, it seems to be virtually a given that India's demographics

are going to help the country overhaul its northern neighbour and rival.

   Over the next 30 years, India will account for the single largest

increase in the world's population. With 40 per cent under the age of 18,

many see potential for a big demographic dividend from a low dependency

ratio and rising rates of savings and investment.

   India, understandly, likes to project an image of a vast,

English-speaking population of bright and ambitious engineers and

scientists. While that is true, it is only a partial picture. There is also

a vast, poorly educated and functionally illiterate population that is

struggling to share in the country's blistering growth.

   Dr Ifzal Ali, chief economist at the Asian Development Bank, is not alone

in arguing that unless India makes a massive investment in its human

capital, via its health and education systems, the country's superficially

beguiling demographics could in fact be a source of profound social

upheaval.

   All things being equal, in a global economy in which companies are forced

to scan the world for ways to piece together the most efficient possible

supply chain, poor, populous countries such as India, with abundant supplies

of cheap manpower, should be well placed to create jobs for large numbers in

labour-intensive sectors.

   The problem is that all things are not yet equal. To ride the

globalisation bandwagon, a country has to create a good investment climate,

in terms of regulation, law and order, physical infrastructure and

availability of skilled human capital. India's weaknesses in these respects

undermine its labour-cost advantages.

   It is well known that physical infrastructure needs massive investment

and, despite real progress in certain areas, is not improving at anything

like the speed required. In next year's budget, the government has set aside

Rs1,340bn (Dollars 30bn) for infrastructure development, a fraction of the

investment required.

   "We have to think on a different scale and these kinds of miserable

amounts are not going to help," says Nasser Munjee, chairman of Development

Credit Bank.

"We are going to have to spend something like Dollars 150bn a year if we are

going to catch up with what the economy really needs."

   In terms of the ease with which companies can do business, India remains

a laggard. The World Bank in 2006 rated India 134th country in the world

(out of

175) in terms of ease of doing business. That is one place below Tajikistan.

More importantly, India is under-investing in its human capital, even though

this is the asset that will create the demographic dividend. The odds

against a child surviving just being born are high: 63 infants per every

1,000 of those born alive die before the age of one. Those who survive are

likely to suffer from malnutrition.

   In the excitement about the "new" India, it is forgotten that it has a

child malnutrition rate comparable to that of sub-Saharan Africa - at 45.9

per cent of children aged under three. Moreover, the just-released National

Family Health Survey-3, based on 230,000 interviews during 2006, shows

"negligible improvement ", according to Unicef, the United Nations

children's fund.

   The proportion of children under three who are underweight has fallen by

less than 1 per cent in the seven years since NFHS-2. Early childhood is the

age when most mental functions develop and health during this period is an

important determinant of productivity in later life. Malnutrition during

these critical months has serious, long-term consequences because it can

impede motor, sensory, cognitive, social and emotional development.

   Government spending on health compares poorly with that of most

developing countries. Total spending on health in the past year was only

0.94 per cent of gross domestic product. The central government has

announced a big increase next year, but the allocation is set to fall short

of the targeted 3 per cent of GDP by 2009.

   Absenteeism among health workers is running at about 40 per cent. With

free primary healthcare available in only 21 per cent of villages, the rural

poor generally have to borrow to see private quacks. More by default than

design, India has the largest privatised health system in the world,

accounting for more than 80 per cent of treatments.

   It is a highly unequal system that imposes crippling burdens on the poor.

It means too, for example, that India is acutely exposed to epidemics, such

as polio, which made an unwelcome comeback last year. But most seriously of

all, India has overtaken South Africa as the country with the world's

largest HIV/Aids caseload.

   A largely dysfunctional public education system is also likely to limit

the scale of any demographic dividend. The number of children attending

primary school has gone up many-fold since independence and universal access

is within sight. But enrolment rates in secondary and higher education are

much lower.

   The education system as a whole is wracked by a shortage of resources.

Due to poor teaching, a third of children drop out before completing five

years of primary school and many of those who stay on learn little.

   Kiran Karnik, president of Nasscom, the national association for software

and service companies, has described the paradox of the Indian labour market

nicely:

"While some young men, on the brink of starvation, desperately look for

work, employers elsewhere look - with almost similar desperation - for

appropriate people to fill tens of thousands of vacancies."
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   First, the good news. People across Asia are living longer and healthier

lives than ever before. Now, the bad news. This - together with the tendency

for families to have fewer children - it is posing challenges for

policymakers.

According to the United Nations, the more developed regions of the world,

such as US, Europe, and Japan - accounting for 70 per cent of the world

economy - will have as many people aged over 60, as those of working age in

20 years'

time. That means the dependency ratio will have risen from 30 per cent at

the start of this century to 50 per cent a quarter of the way through.

   In some parts of the globe the trend is particularly strong. Japan, Italy

and Germany are well known for their adverse demographic profiles. Japan,

for instance, is set to see its population shrink from around 127m last year

to 100m in 2050. There are also striking differences between countries.

China, thanks to its one-child policy, will see population growth of 6 per

cent by 2050 while India's is expected to be 44 per cent.

   The upshot is that the ratio of pensioners to workers is rising rapidly -

and will have a potentially profound impact on all areas of life, including

economics and politics. There are questions about who will drive economic

growth and about what governments should do about healthcare. A growing

number of retirees and a shrinking workforce may also have profound

consequences for business and the financial markets, not least because

retirees may spend more on travel and leisure.

   However, the impact of this phenomenon is not clear-cut. Population

ageing will mean, among other things, that the cost of providing retirement

income, healthcare and housing to a growing number of older people will

increase - an issue that is foremost in the minds of opinion leaders in the

Asia-Pacific region surveyed recently by AARP, the influential US retirement

lobby group.

Labour shortages are also looming. With the exception of India, majorities

in all surveyed countries believe that their country is likely to experience

labour shortages over the next 20 years. Moreover, countries with high

dependency ratios and falling populations could easily experience weaker

economic growth and poorer investment returns. "In any economy, output

growth can be treated as a function of changes to the labour force and of

productivity growth," Lombard Street Research noted in a report last year.

   "Further, the returns on financial assets over the long term tend to be

related to output growth. Demographics can play a vital role in affecting a

country's output growth and so indirectly the return on financial assets."

   However, there are also potentially positive factors resulting from the

demographic trends, according to the AARP survey, including increased access

to the knowledge and experience of older people, creation of new markets for

products and services targeted at older people and the potential

availability of older people to contribute as productive members of the

workforce.

   Sharmila Whelan, economist at investment bank CLSA, concludes in a recent

report on demographics and Japan's economy that, since the rise of Venice in

the 11th century, there has been little connection between economic growth

and population size or increase. Innovation and specialisation are more

important.

Even in China, where population growth has clearly played its part in

increasing the absolute size of the economy, Goldman Sachs reckons that

accumulation of human capital - essentially education - has contributed more

to gross domestic product growth than the growth of the labour force since

economic reform began in 1979.

   Moreover, there are at least three reasons why economic growth may not be

hit as badly by demographic change as pessimists fear, according to Standard

Life Investments. The first is the rapid growth of the developing economies,

led by Brazil, Russia, India and China, the so-called Bric countries - which

could continue to drive the expansion of the world economy.

   Second is migration, which can also drive growth globally. The US, for

instance, has relied on net migration for many years to lift economic

growth.

More recently, UK economic performance seems to have benefited from an

influx of workers from eastern Europe. Even Japan has begun to consider

immigration in view of the decline in population.

   Third is the increased willingness of retirees to work. A recent survey

showed that 63 per cent of Japanese retirees planned to work at least

part-time.

In any case, people are having to work longer as retirement ages are

increased to offset some of the burdens on state pension systems.

   Some countries in Asia are better prepared than others for the changes in

population profiles. In the AARP survey, majorities in five out of the eight

countries - China, India, Japan, South Korea, and the US - report that their

country is "not too prepared" or "not prepared at all" to deal with changes

that may result from the ageing of their population.

   By contrast, majorities in Australia, New Zealand, and Singapore believe

their country is at least "somewhat prepared", although few describe their

country as "very prepared". However, most opinion leaders surveyed by AARP

agree that population ageing is an opportunity to create new roles for older

people.

Older people are generally seen as helpful, contributing members of society

and older workers as wise, respected, and productive. In addition to being

viewed as producers, older people are also perceived as consumers.

   Meanwhile, the demographic trends are exercising some of the sharpest

banking minds, in places such as London and New York. Bankers see a huge

opportunity and are engaged in a race to create products that enable

investors to place bets or hedge risks on death rates - or more commonly

referred to as "longevity risk" - through the use of derivatives and other

market instruments.

   Although derivatives were initially developed as a tool to manage

interest rate and currency risks, financial engineers are now applying these

techniques more broadly.

   Some bankers say it is inevitable that the capital markets will play a

big role in taking on longevity risk.
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   Even for a country that regularly produces eye-catching statistics, those

relating to China's population are among the most startling.

   Beijing estimates that family planning policies for its more than 1.3bn

people, one-fifth of the world total, have prevented up to 400m births over

the past three decades - a number that well exceeds the combined US and UK

populations.

   While critics might see this figure as disturbing, China's leaders view

it as an achievement that has facilitated economic growth and prevented

poverty. Zhang Weiqing, the country's family planning minister, says the

government has in fact "changed the orbit of development for China's

population".

   Such population control objectives are perhaps only achievable under an

authoritarian communist regime with vast personnel and propaganda resources.

And in the course of achieving goals, human rights violations do occur.

   The world's most populous country's longstanding strategies to limit

births, while highly efficient and seemingly rule-based, have also been

flawed and harmful in many respects. "Our family planning efforts have been

successful,"

says Yu Xuejun, a senior director at the National Population and Family

Planning Commission (NPFPC), which sets out national policies. "But up to

now, we indeed have seen many problems."

   China's government plans to continue limiting population growth, forecast

to expand by between 8m and 10m a year in the next few years, to within

1.36bn by 2010 and 1.45bn by 2020. The population is then expected to peak

at 1.54bn by about 2040, and then decline slightly.

   China has a complicated set of family planning policies, which differ

according to the location and demographic of people. Birth control methods

are far more permanent than those in advanced economies.

   Unlike in the west, where condoms and birth control pills are popular, in

China marriage aged people rely on female sterilisation (36 per cent of all

couples using birth control last year) or implanting intra-uterine devices,

or IUDs (48 per cent of total). Only a tenth of China's couples use condoms.

   The nation's total fertility rate, or the average number of children per

female, is about 1.8, but Beijing fears this may rise. The figure reflects a

general trend of urban couples having one child and rural couples two.

   Mr Zhang and other officials argue that China's policies should be

labelled "multi-dimensional" rather than "one-child", which is an

over-simplification.

   The "one-child" policy primarily applies to residents of big cities,

affecting about 36 per cent of China's population, the commission reports.

Within this rule, there are some exceptions. In cities, couples with a first

child with a serious disability can have a second child. And urban couples

who are both only children - a generation estimated at between 90m and 100m

that was largely born in the late 1970s or early 1980s - are allowed a

second child.

   But most Chinese live in rural areas and face more flexible restrictions.

Males are often more prized in the countryside since they can help with

manual labour and support the elderly. China has disproportionately more

males than females.

   Rules are enforced with carrots and sticks - basically, fines for those

exceeding birth quotas and, especially in more remote areas, financial

rewards for couples limiting births.

   As is common in China, however, national policies can be compromised at

the local level. There are many ways for urban and rural residents to

circumvent birth restrictions.

   In Zhejiang, a prosperous coastal province south of Shanghai, the top

family planning official says the authorities are trying to crack down on

rich and famous couples who simply pay fees for a second or third child,

according to the official Xinhua news agency.

   Furthermore, birth limits are hard to enforce in China since such a large

proportion of the population is on the move. Rural peasants living in cities

can dodge restrictions.

   Since local officials are judged by whether they can keep population

figures in check, a serious problem is their use of excessive - and

sometimes violent - force to keep birth figures low. China's family planning

law of 2002 and subsequent regulations guarantee the "legitimate rights and

interests of citizens", but this basic principle is frequently neglected.

   "This cannot be changed overnight," says Zhao Baige, vice minister of the

NPFPC, adding that there have been fewer cases of impropriety by local

officials since the mid-1990s. The commission says there are 500,000 family

planning officials throughout China. It admits that, at times, it discovers

isolated cases of coerced abortions and sterilisations, which are against

law.
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