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Ageing will reshape the global order 

  
Will Jackson | PortfolioConstruction Forum | 23 March 2017 

Global ageing will have significant effects over the next few decades - reducing the 
economic power and geopolitical influence of developed nations, while increasing the risk of 
social upheaval in the developing world, according to demography specialist Richard 
Jackson. 

Speaking at the Association of Superannuation Funds of Australia (ASFA) Conference, Jackson 
– the founder of not-for-profit organisation, Global Aging Institute – discussed the "stunning 
demographic transformation" which is occurring globally, as life expectancies rise and 
fertility rates decline. Far from the perception that population ageing is solely a developed 
country problem, Jackson noted that the shift will have a profound impact on much of the 
emerging world too. 

"For most of human history, the elderly comprised only a tiny fraction of the population – 
never more than 3% or 4% in any country, until well into the industrial revolution of the 19th 
century," Jackson explained. "In today's developed world, the elderly comprise a little more 
than 15% of the population - a share that is heading to 25% by mid-century. And that's just 
the average. In Japan, and some of the faster-ageing countries of continental Europe, the 
elderly share of the population will be approaching, or even passing, 35%." 

Of course, the developing world, as a whole, is still much younger. "But it too is ageing, with 
some countries traversing the entire demographic distance – from young and growing, to old 
and stagnant or declining – at a breath-taking pace," Jackson noted. "By the 2030s or 2040s, 
Mexico will be nearly as old as the US and China will be older. Meanwhile, South Korea will 
be vying with Germany, Italy and Japan for the title of oldest country on earth." Russia, 
meanwhile, "stands on the cusp of the steepest population implosion of any major power 
since the plague-ridden Middle Ages". 

Jackson argued that, of course, ageing will prove broadly negative for developed countries as 
governments meet the growing fiscal burden of elder care by reducing future-orientated 
spending in areas such as education and the environment, and as slower labour force growth 
weighs on economic performance. While politicians will respond to the latter by raising 
retirement ages, boosting labour force participation, Jackson said that this effect will be 
offset by declining productivity – given that saving and investment rates decline as societies 
age, and greying workforces tend to be less dynamic. 

Ageing may additionally affect the geopolitical order, Jackson argued, as the "fiscal vice" of 
rising old age expenditure constrains the ability of developed countries to project hard 
power. "This same fiscal vice may compromise their ability to exercise the semi-soft power 
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of foreign assistance," he added. "It may even affect soft power, because soft power 
ultimately flows from global business presence and clout in multinationals and this in turn 
depends on economic size." 

Jackson cited two population trends which should foster greater peace and prosperity in the 
developing world. The first is the "demographic transition” – the shift from high fertility and 
high mortality, to low fertility and low mortality – which tends to promote social and political 
stability. And the second is the economic growth boost provided by declining dependency 
burdens and larger working age populations. 

However, Jackson cautioned against over-bullishness on these trends.  

Certain developing world regions – particularly sub-Saharan Africa and lower-income 
Muslim-majority nations – had been bypassed by the shift towards lower fertility, with a 
resulting increased risk of social instability, civil unrest and state failure in these areas. 
Meanwhile, some countries which have benefited from the demographic transition – notably 
China – risk growing old before they grow rich. 

In addition, future transitions may be bumpy, Jackson warned.  

"As countries develop, they undergo enormous stress – everything from rapid urbanisation 
to environmental degradation, to rising income inequality," Jackson said. "And most of these 
stresses, when plotted against the degree of development, and the degree of demographic 
transition, describe a hump-shaped, inverted-u pattern, meaning that they become more 
intense, and that the greatest risk lies mid-way through the transition. 

"Think about it for a moment – we have one historical example of a group of countries that 
has completed the entire demographic transition, and that's today's mostly western, 
developed economies. And what has that history been, over the past 100 to 150 years? A 
linear march towards greater peace and prosperity? Or a history of social and economic and 
political upheaval?" 

In his concluding remarks, Jackson warned that rising nationalism may increase the difficulty 
of managing global ageing. "An ageing world needs globalisation even more," he said. "It is 
open global labour markets that allow us to match workers with job opportunities – whether 
through immigration or outsourcing. It is open global capital markets that allow us to match 
savers with investment opportunities. The danger is that ageing societies will turn inward 
and push back against globalisation. We have to be aware of that danger, we have to combat 
it and guard against it." 
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