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ABSTRACT ARTICLE HISTORY

Population ageing, and the decline in the working-age population, Received 12 June 2020

represent a profound global demographic shift. What political Accepted 17 May 2021

consequences do ageing populations have for the economies of

advanced democracies? To address this question, we carry out a Adeing: . .
K . ie (R . R geing; grey power; public

W|de-rang|ng, systematic Iltgrature review using nfetwork-based policies; economic

community detection algorithms and manual coding to select outcomes; review

almost 150 articles. We find that research in this area typically

focuses on a few mechanisms and is therefore — by design —

unable to identify gaps in existing knowledge or assess

interactions between different strands of literature. Our review

suggests that ageing has important implications for a variety of

domains including electoral behaviour, social policy preferences,

and public spending. Taken together, the political consequences

of population ageing are likely to have previously overlooked and

indirect impacts on economic outcomes. Future research should,

therefore, examine how population ageing shapes political

dynamics and policy choices in ways that also affect the economy.

KEYWORDS

Introduction

What are the political consequences of ageing on western countries’ economies? This
question is important for three reasons. First, most of the world is ageing (Harper
2014). Nearly 20% of the EU’s population was 65 years old or more in 2018" and the
share of elderly is forecasted to reach nearly 30% in the EU by 2050 (European Commis-
sion 2014, 410). Second, ageing has widespread fiscal, political, and economic impli-
cations: the share of those working falls, just as demands on pensions, health, and
social care increase. Third, analysing the process of ageing represents an opportunity
to explore how changes in the composition of electorates influence broader political
and economic dynamics. Indeed, the distinctive socio-economic position of the elderly
is likely to give them distinct political preferences and behaviours.

While there is a large literature on the consequences of ageing, the topic has tended to be
studied from disparate and distinct methodological and substantive angles depending on
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the discipline. Political scientists have analysed the implications of ageing for participation in
elections (e.g. Bhatti and Hansen 2012; Blais et al. 2004), party choices (e.g. Tilley 2002), or
preferences for public spending (e.g. Busemeyer, Goerres, and Weschle 2009; Lynch and
Myrskyld 2009). Others have examined the pressures that ageing puts on the budgets for
pension, education, and healthcare spending (Breyer, Costa-Font, and Felder 2010; Hicks
and Zorn 2005; Tepe and Vanhuysse 2009). Largely separate from the aforementioned
studies is a vast body of economic research investigating the consequences of demographic
change for asset and house prices, productivity and growth, as well as savings and consump-
tion behaviour (Acemoglu and Restrepo 2017; Cutler et al. 1990; Feyrer 2007; Hansen 1939;
Mahlberg et al. 2013; Poterba 2001; Summers 2015; Takats 2012).

Within this wide range of topics, most scholarship tends to focus on one or two specific
outcomes and mechanisms. What is therefore missing is a more integrated account that
brings together the findings of disparate studies to examine the strength of the evidence
for particular conclusions, point out gaps and unappreciated connections for future
research to address. A wide-ranging and interdisciplinary perspective is especially rel-
evant because ageing can affect outcomes of interest through multiple political and econ-
omic channels that can mutually reinforce — or undermine - one another.

This article seeks to fill this gap by systematically reviewing research on the political
implications of ageing for the economies of Western countries. Our search strategy delib-
erately starts by casting a wide net capturing tens of thousands of papers but we then
employ a variety of quantitative and qualitative tools to refine and further restrict our
search results. This allows us to select nearly 150 papers, capturing different strands of
the literature, which we then analyse in greater detail.

Our findings suggest widespread political consequences of ageing. Older people are
distinctive in terms of their policy preferences, in particular their low levels of support
for education spending, and their political behaviour, especially their higher electoral
turnout. Population ageing appears to be associated with reduced education spending
and increased healthcare spending, both within and between countries. However, the
effects of ageing on pension spending are less clear: while population ageing does
seem to be associated with greater pension spending overall, individual pension entitle-
ments appear to be less generous when demand is greater.

Our review also illustrates some gaps in — and previously unidentified implications of
- existing research. For example, more research needs to explore the intermediate steps
between population ageing and policy outcomes, such as the ways in which population
ageing shapes the positions that political parties take on social and economic policy. Fur-
thermore, we will argue that the political consequences of population ageing may have
important and understudied impacts on economic outcomes. For example, the elderly
may push for spending on pensions or social care, at the expense of investments in
human capital that promote long-term growth or of spending on active labour market
policies to address unemployment problems. Population ageing may also shape a
range of other economic outcomes: examples include the role of pensions as an auto-
matic stabiliser reducing macroeconomic volatility, and the consequences of the elderly’s
policy preferences in domains ranging from immigration to taxation.

Population ageing could also affect economic policy through retrospective economic
voting. The elderly might for example be more sensitive to high inflation (Bojar and
Vlandas 2021; Vlandas 2018) than to low growth, and as a result population ageing can
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enhance or limit important feedback loops incentivising governments to pursue different
economic objectives. In extreme cases, ageing could limit politicians’ incentives to pursue
economic growth since the median voter might no longer be in a position to effectively
sanction economically inefficient governments (see Iversen and Soskice 2019).

The rest of this paper unfolds as follows. The next section presents our research design
and discusses our approach to searching, identifying and summarising relevant journal
articles from different disciplines in the social sciences. We then structure our review in
three sections: the first examines age differences in political behaviour; the second differ-
ences in policy preferences; while the third focuses on the impact of ageing on public
spending. Next, we identify some gaps in existing literature, in particular the potential
for population ageing to affect economic outcomes through political channels.The last
section concludes.

Research design and search strategy

As is commonly recommended when conducting systematic reviews (Sundberg and
Taylor-Gooby 2013), we carried out our searches using two databases: the ProQuest Inter-
national Bibliography for the Social Sciences (IBSS) and Web of Science (WoS). The IBSS
database covers over 2800 journals® and contains over 3 million® records covering econ-
omics, political science and sociology, amongst other disciplines. The WoS database con-
tains 159 million records”® covering various disciplines.

For both databases, we restricted the search results in two ways. First, we focused on
outputs published between 2000 and 2019. This helped limit the number of results, and
allows our analysis to complement that of older reviews drawing on research from the
1980s and 1990s (Taylor-Gooby 2002; Uhlenberg 1992). Second, we only include journals
in the social sciences, specifically: economics, public administration, political science,
social policy and sociology. This reduces the volume of search results substantially®> and
is more likely to produce results that address the debate on the economic and political con-
sequences of ageing. In order to implement this disciplinary restriction, we extract a list of
all journals from Scimago in the following categories: Economics and Econometrics, Political
Science and International Relations, Public Administration, Sociology and Political Science.
After manually eliminating those that were clearly irrelevant, we were left with 791 journals.
We combined journals and keywords restriction to identify a first sample of articles.

Given the large sample size of papers that both databases returned (between 13,000
and 21,000 depending on the precise search terms), we had to adopt a quantitative
way of classifying articles into relevant and non-relevant groups. We used network-
based community detection algorithms to identify clusters of articles based on
common citation patterns (Blondel et al. 2008; Raghavan, Albert, and Kumara 2007). By
coding a random subsample of results as relevant based on their abstracts, alongside rel-
evant articles generated using subject matter knowledge, we identified clusters of results
containing many relevant papers. We iteratively refined our keywords and search strategy
to minimise the risk of missing out on important articles while also ensuring the final
numbers of articles to be reviewed was manageable. The search strategy, including
details on search terms, clustering algorithms and the process of iterative refinement is
described in more detail in section A1 in appendix. This process yielded a more manage-
able number of articles — circa 4300 articles.
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Figure 1 plots the frequency of the 50 most common words included in the title or
abstract of papers in our final sample after common pre-cleaning steps have been con-
ducted (e.g. removal of punctuation; numbers and stop words; transformation to lower
cases; stemming). The figure illustrates that the community-detection algorithms success-
fully identify clusters of papers relevant to the study of population ageing and the
economy. For instance, pension and retirement related terms such as ‘pension’, ‘retir’,
‘older’ and ‘demograph’ rank among the top 50 terms. In addition, terms referring to
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Figure 1. Frequency plot of 50 most frequent terms appearing in title or abstract in the final sample of
research articles.

Note: The plot shows the number of occurrence of the 50 most frequent terms appearing in the abstract or title in the
final samples after common pre-cleaning steps (removal of punctuation, numbers and stop words; transformation to
lower cases; stemming). N = 4306 papers.
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various welfare state domains (‘health’, ‘care’, ‘employ’, ‘family’, ‘educ’ and ‘children’) were
also common, as were words denoting political processes (such as ‘reform’, ‘particip’,
‘vote’, ‘attitud’, and ‘govern’). This suggests that our results cover economic, political,
and policy-related subfields of ageing research.

We then manually screened these papers based on their titles and abstracts. Only those
articles that presented original empirical research covering OECD countries using data
from 1990 or later were coded as relevant at this stage. Our coding schema can be
found in table A2. This process identified 143 journal articles which were then reviewed
in depth. In reporting the findings of our review, we choose to focus on research that
improves our understanding of the political consequences of population ageing, includ-
ing for citizen policy preferences, political behaviour, and policy outcomes. As a result, we
pay less attention to research which looks at the direct effects of population ageing on
economic outcomes including economic growth and productivity, savings and invest-
ment behaviour, and housing and financial markets. These areas have been covered by
existing reviews (e.g. Banks 2006; Harper 2014; Hassan, Salim, and Bloch 2011; Martin,
del Amo Gonzalez, and Cano Garcia 2011), whereas our focus on the political conse-
qguences of ageing on the economy has not (to our knowledge) been addressed by a
wide-ranging review using a systematic search protocol.

Previous reviews have focused mainly on the pension system (de Walque 2005;
Nishiyama and Smetters 2014; Taylor-Gooby 2002) or on formal theory rather than empiri-
cal findings (Casamatta and Batté 2016). Our aim here is not to review every single empiri-
cal study of a particular dependent variable, which would require reviewing hundreds of
articles on each outcome. Instead, we first map out the different types of effects ageing
can have on political phenomena.® We then set out the wider implications of the literature
we have reviewed, showing how the political consequences of population ageing might
have important, and underappreciated economic consequences.

Grey power and politics

This section begins by reviewing the literature on age differences in political behaviour,
before moving on to consider policy preferences, and finally policy outputs such as
pension and health care spending.

The political behaviour of the elderly

We start by reviewing the literature on the association between age and party choice,
voting behaviour and other forms of political behaviour. Population ageing could in prin-
ciple be associated with changing party choice for three reasons. First, older people may
become more likely to support certain parties — an ‘age effect’. Thus for instance, Tilley
(2002) as well as Tilley and Evans (2014) find that life-cycle effects are important influences
on party choice — with older people becoming more likely to vote Conservative.” This is
complemented by Dassonneville’s (2013) finding that party choice becomes less volatile
with age and Dassonneville, Hooghe, and Vanhoutte (2012) showing that party identifi-
cation becomes more likely with age. Second, a large cohort of older people like the
baby boomers might have been socialised in a specific way, which in turn shapes their
views, attitudes, and hence ultimately their party choice - a ‘cohort effect’ (Grasso et al.
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2019a; Tilley 2002). Third, population ageing might shape aspects of political context that
then affect party choice - a ‘period effect'.

With respect to party choice, ageing seems to be associated with voters being increas-
ingly conservative and less volatile. This latter result seems hard to reconcile with aggre-
gate trends of increasing electoral volatility and decreasing party identification, although
it is possible that the greater stability of the elderly is more than overtaken by much
greater volatility for the rest of the population. The ways in which population ageing
might shape political context (e.g. party strategies or positioning, macroeconomic
environment) in ways that might benefit or hurt support for certain parties does not
seem to be considered in this literature.

A large number of studies consider the relationship between age and voting in general.
While some articles frame their analyses as explaining generational differences in turnout
patterns, using data from only one time point (Furlong and Cartmel 2012; Wass 2007)
complicates empirical distinctions between age, cohort, and period effects.® Berry
(2014) focuses directly on population ageing to argue that a combination of the
greater numbers, higher registration and turnout of older citizens in the UK is likely to
lead to substantial decline in political influence among the young. Age differences in
turnout are very consistent across studies, increasing with age, but declining among
the oldest age groups (or put differently, having a positive linear term and a negative
quadratic term).® These patterns can also be observed in studies based on high quality
register data from Finland (Martikainen, Martikainen, and Wass 2005) and Geneva
(Tawfik, Sciarini, and Horber 2012). There is also evidence that age differences vary by
type of election, for instance in Switzerland (Tawfik, Sciarini, and Horber 2012) and the
US (Kogan, Lavertu, and Peskowitz 2018).

Focusing on electoral registration rather than voting, Ansolabehere, Hersh, and
Shepsle (2012) argues that lower levels of registration among the young are essentially
a mechanical consequence of registration being voluntary and a function of geographical
location. Gimpel, Morris, and Armstrong (2004) confirm the importance of residential
location and mobility by showing that age gaps in turnout between US counties are
largest in areas where the population is increasing, implying substantial in-migration.
Overall, the evidence therefore conclusively shows that older people are more likely to
vote, thereby increasing the electoral influence of large cohorts as they pass into
middle age and then retirement.

If older people are more likely to vote, then one might assume that population ageing
is associated with higher turnout. Puzzlingly, population ageing actually coexists with
well-known decline in voting in almost all rich democracies. Another strand of literature
in our results uses repeated cross-sectional survey data to explain falling turnout. Blais
et al. (2004), Lyons and Alexander (2000), Smets and Neundorf (2014), and Persson,
Wass, and Oscarsson (2013) report results from single country studies (US, Canada,
Sweden), while Gallego (2009) looks at three countries (Norway, Germany, Sweden),
and Bhatti and Hansen (2012) analyse European Parliament elections.

These studies find two consistent patterns. First, age has a U-shaped relationship with
turnout, where middle aged and newly retired cohorts having especially high turnout.
Second, baby boomer cohorts tend to have substantially higher turnout than younger
cohorts. Thus, neither the increasing average age of the population, nor the large size
of the baby boomer cohort can explain turnout decline - indeed ceteris paribus the
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opposite should be true. As a result, we can rule out population ageing as a direct cause of
turnout decline. It is however possible that population ageing could indirectly lead to
turnout decline if political parties systematically focus on the preferences of older gener-
ations to the exclusion of issues relevant to the young, hence driving a sense of political
disengagement and alienation amongst these groups (Furlong and Cartmel 2012).

The policy preferences of the elderly

In the next paragraphs, we review the literature on the elderly’s welfare state preferences.
We start with redistribution preferences, and then discuss the findings on preferences for
pension benefits, which have attracted most of the attention in the existing literature. We
then turn to research on education and health care preferences.

While age commonly appears as a control in the large literature on redistribution pre-
ferences (Alesina and La Ferrara 2005; Ansell 2014; Corneo and Gruner 2002; Rueda and
Stegmueller 2016), it is rarely the focus of studies and there are therefore relatively few
articles on this topic appearing in our search results. In the UK, which has been the
focus of many studies considering the impact of ageing on political dynamics, older
people appear less supportive of redistribution and welfare spending net of generational
differences. However, the evidence suggests that age effects are substantially smaller
than generational differences (Grasso et al. 2019a).

An interesting contrast is observed in another liberal market economy (Hall and
Soskice 2001), the US, where Lin, Kamo, and Slack (2018) find that older people are
also less supportive of redistribution, but cohort effects can be explained away by con-
trols.’® In a study drawing on cross-national surveys of European countries those aged
46+ in 2004-2005 (born before 1958) are generally more supportive of redistribution,
especially if they are not property owners (André and Dewilde 2016). This finding is
broadly consistent with that of Grasso et al. (2019a) who emphasise that young people
in Britain are less supportive of redistribution relative to ‘Wilson’s/Callaghan’s children’
— i.e. those born 1945-1958.

The most obvious place to start when thinking about effect of age on preferences for
policies is pensions, since these policies have the greatest and most direct effect on the
living standards of the elderly. A large literature explores this question with mixed
findings. For instance, using cross-national data Lynch and Myrskyla (2009) find no evi-
dence that those deriving more income from pensions are less supportive of pension
reform. By contrast, Ferndndez and Jaime-Castillo (2013) find that older people are
more opposed to decreasing pension generosity, and want those still working to work
longer. Busemeyer, Goerres, and Weschle (2009) suggest that the age cleavage in
pension support is very heterogeneous across countries, though pensions are always
more favoured by the old. These age cleavages are partially — but not entirely — con-
founded by cohort differences (Serensen 2013). Studies which use data from a single
country tend to find more consistent results. Older people are generally more supportive
of social security spending increases in the US (Quadagno and Pederson 2012), Finland
(Muuri 2010), spending on the old in Sweden (Svallfors 2008) and on elderly care in
Norway (Rattse and S@rensen 2010).

Age differences in support for pensions do not necessarily imply the existence of inter-
generational conflict. Indeed spending on the old is popular relative to spending on
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childcare across all age groups in Sweden (Svallfors 2008) and Norway (Rattsg and
Serensen 2010). Some US studies also contest that there are significant intergenerational
conflicts over pensions. Several authors argue that younger people are as supportive (Full-
erton and Dixon 2010) or even more supportive (Grafstein 2009; Silverstein et al. 2000;
Street and Cossman 2006) of social security spending than the elderly or middle aged,
or that other cleavages such as race are more relevant (Hamil-Luker 2001).

In addition, there are age differences in other aspects of pension attitudes: in Finland,
elderly people are more critical of social welfare services (Muuri 2010), and likely to per-
ceive injustice in the pension system in Germany and Israel (Sabbagh and Vanhuysse
2014)."" However, they are also more likely to feel an obligation to pay for pensions
(van Oorschot 2002). This suggests a general pattern where the elderly are more invested
in the pension system. They therefore support higher spending but are also more critical
of perceived problems.

Surprisingly, our sample of articles provides no evidence that the generosity of pen-
sions systems either in terms of individual income or at aggregate level shapes support
for pension spending or pension reform. Thus overall, while there is some support for
the argument that elderly are more supportive of pensions than other age groups, it
does not automatically follow that there are intergenerational conflicts, perhaps
because younger people have an interest in supporting generous future pension entitle-
ments (Prinzen 2015). This raises the question of whether pensions are the right place to
look for age-based self-interest in attitudes. Another unexplored question stems from the
fact that none of the articles reviewed seeks to understand how support for pension
spending translates into age differences in party choices or differences in party manifestos
regarding pension spending.

While young people have an interest in generous pension entitlements in the future,
older people, who have passed the age at which they are likely to have school-aged
children, have very little incentive to support spending on education. Many studies
on age differences in support for education spending ask how support varies across
contexts and compared with other policy areas as well as the extent to which age
differences are driven by self-interest considerations. Overall, there is evidence that,
across 12 OECD countries, the elderly generally exhibit lower support for education
(Busemeyer, Goerres, and Weschle 2009). The age cleavage is substantively and statisti-
cally significant since it is larger than the income cleavage in most countries. It is also a
larger cleavage than for many other kinds of public spending, although there is sub-
stantial cross-national heterogeneity in cleavage size (Busemeyer, Goerres, and
Weschle 2009).

However, the size of the demographic cleavage tends to be reduced when adjusting
for cohort and period effects, although authors disagree on the extent to which cohort
effects are entirely responsible for the observed differences. Serensen (2013) argues
that in a cross-national context older people are less supportive of education spending
even after adjustment for cohort effects. Focusing on the US, Fullerton and Dixon
(2010) come to the opposite conclusion — namely, that older people are more supportive
of education spending after adjusting for cohort effects. In a similar vein, Street and
Cossman (2006) and Plutzer and Berkman (2005) contend that cohort replacement in
the US is leading the elderly to become increasingly more supportive of education
spending.
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Older people’s support for childcare varies based on ‘inter-generational solidarity’ e.g.
contact with grandchildren (Goerres and Tepe 2010), but young people’s support for
elderly care does not exhibit similar dynamics (Ratts@ and Sgrensen 2010). Nonetheless,
there exists evidence in many contexts that the elderly are less willing than the young
to support increased education spending. Thus for instance, in Switzerland older
people are less keen on expanding education spending as well as less willing to pay
taxes to do so, and tend to prioritise instead health and social security spending over edu-
cation spending (Cattaneo and Wolter 2009). In Norway, older people are more supportive
of spending on care for elderly and less supportive of childcare and school spending (Pet-
tersen 2001; Rattse and Sgrensen 2010). In the US, older white people are less likely to
support education spending (Tedin, Matland, and Weiher 2001) especially at state level
and when the share of children from minority backgrounds is higher (Brunner and
Balsdon 2004). However, there are also findings contradicting these results, for instance
by Street and Cossman (2006) who show that in the US elderly individuals are more sup-
portive of education than social security.

Overall, the main conclusion from these studies is that older people are less supportive
of education spending. As in the case of support for pension spending, this literature
leaves partly unanswered whether this effect is mostly because of life-cycle driven self-
interest or cohort differences, but in some ways this distinction does not change the
likely consequences of this preference distribution since the numerical size of ageing
cohorts is increasing over time. Similarly, existing studies which try to untangle self-inter-
est and social affinity find some support for both, in particular for affinity through social
contact (Goerres and Tepe 2010; Rattsg and Serensen 2010) and ethnic identity (Brunner
and Balsdon 2004). While recognising the presence of alternate perspectives (e.g. Street
and Cossman 2006), moderating variables, and cross-national variations, the literature
generally points in a direction consistent with age-based self-interest: the elderly are
more supportive of pension spending and less supportive of education spending.

The policy implications of ageing

What is the effect of ageing on public spending? The studies captured in our sample
provide some, albeit mixed, support for the idea that the increased number, and hence
political influence, of the elderly leads to an increase in public spending. In two separate
articles, Tepe and Vanhuysse (2009, 2010) use OECD panel data and find evidence that
pension spending is greater when the old age dependency ratio is higher.'? Shelton
(2008) finds a similar relationship for overall welfare spending, while Breyer, Costa-Font,
and Felder (2010) show that healthcare spending is higher when longevity is greater,
although the magnitude of the effect is very small.

By contrast, Tepe and Vanhuysse (2009) find that the generosity of pensions is actually
lower when the dependency ratio is higher, suggesting that higher spending is driven by
higher need, and possibly by past entitlements, rather than a ‘grey power’ hypothesis.
Rattsg and Sgrensen (2010) similarly find that spending per person on elder care is
lower when there are more elderly people. As a result, increasing pension spending
seems more likely to be a mechanical consequence of an increasing number of people
with pension entitlements than the elderly distorting the political process to allocate
more resources to increase pension generosity.
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On the other hand, there is no evidence that ageing populations lead to welfare
retrenchment. Hicks and Zorn (2005) claimed that this was the case, however a later
errata suggests their findings were an artefact of data errors (‘Errata’ 2007). Qualitative
comparative analyses suggest that the policy response to population ageing varies sys-
tematically across welfare regimes, potentially reinforcing historical institutional trajec-
tories (Anderson 2015). Indeed, Kim and Lee (2008) argue that the response to
population ageing in pension and labour market policy varies substantially by
welfare state, and that some countries with high dependency ratios maintain high
support for the income security of older individuals. Aysan and Beaujot (2009) argue
that liberal and south European welfare regimes aim at recommodification, whereas
social democratic regimes aim at cost containment. Overall, we note that few studies
look at the generosity of benefits, which are at least as relevant to the grey power
hypothesis as levels of overall spending, and more relevant to the living standards of
older people.

With respect to education spending, results generally indicate that higher elderly
populations, or higher spending on the elderly are associated with reduced spending
on the young. This finding is well established in the US where Harris, Evans, and
Schwab (2001) for instance show that states, and to a lesser extent school districts,
with greater elderly populations spend less on education. Ladd and Murray (2001) find
no relationship at the level of counties, although this is perhaps less relevant given
that education spending actually takes place on the scale of school districts (and to
some extent states). Krieger and Ruhose (2013) find similar evidence on a cross-national
scale. Bonoli and Reber (2010) using a panel of OECD countries, and Rattsg and Sgrensen
(2010) using Norwegian local data, both find evidence of crowding out: higher spending
on elderly is associated with lower support for spending on childcare and schooling. Baek,
Ryu, and Lee (2017) argue that such trade-offs between family and old age spending are
more likely when family policies are less mature and entrenched. One potential compli-
cation when attempting to extrapolate from such analyses is that if an increase in the
elderly population is associated with a decline in the child population rather than a
decline in the working age adult population, a decrease in overall spending is still com-
patible with constant, or even increasing spending per child (Kurban, Gallagher, and
Persky 2015).

Some evidence that political mechanisms play an important role (at least in the US)
comes from Kogan, Lavertu, and Peskowitz (2018). They study how the timing of refer-
enda to raise funding for schools affects the composition of the electorate who turn
out, and the chances of funding measures successfully passing.' They find that referenda
that are held off the main electoral cycle have more elderly electorates and are less likely
to pass. However, the latter effect is not observed in Texas, where the elderly are
exempted from rises in local property taxes — suggesting that part of elderly opposition
to school funding is mitigated when they can benefit from local uplifts in property values
without paying taxes.

The role of political ‘second order’ mechanisms, and especially the potentially offset-
ting effect where the elderly benefit from increased local education spending through
an increase in the property prices, deserves further attention. In particular, it is difficult
to make sense of these results in a comparative perspective: the age cleavage in
support for education is actually highest in countries like the USA, Australia, and
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Canada (Busemeyer, Goerres, and Weschle 2009) which have decentralised education
systems.

Finally, the articles we have reviewed suggest a broad consensus that population
ageing is associated with greater healthcare spending (though some conflicting evidence
is presented in Martin, del Amo Gonzalez, and Cano Garcia 2011). This is the case for OECD
countries (Breyer, Costa-Font, and Felder 2010; Noy 2011), over time in the USA and Swit-
zerland (Colombier 2018; Karatzas 2000), and at the regional level in Japan (Tamakoshi
and Hamori 2015). However, there are shortcomings in the evidence for this claim in
the cross-national literature: Breyer, Costa-Font, and Felder (2010) focus on life expect-
ancy rather than population ageing — which may exhibit different trends if increases in
life expectancy are driven by mortality decreases at younger ages. Noy (2011) finds
that the association between ageing and expenditure is reduced by controls for trade
openness and foreign direct investment - suggesting confounding effects by other fea-
tures of the economy associated with population ageing. This literature is quite
different in approach from research on other kinds of spending. With the exception of
Noy's article, it does not integrate the study of healthcare spending with other social
policy areas and does not include the political and institutional covariates seen in research
on overall spending or education spending.

Bringing politics back into the study of ageing and the economy

In this section, we bring together the disparate strands of literature we have reviewed and
illustrate some of their broader implications. In particular, we argue that the political con-
sequences of population ageing may have important and understudied indirect effects on
economic outcomes. These political paths are rarely considered by research in economics,
which tends to focus on the direct economic consequences of demographic change.
Figure 2 presents a conceptual framework illustrating a variety of possible causal path-
ways from population ageing to economic outcomes, operating through
distinct mechanisms. We distinguish between direct economic mechanisms (path A)

| A: Direct economic mechanisms ...| Economic outcomes e.g.

Populati i o i i
opulation aging [ | growth, inflation

H: Aging shapes public
responsiveness to
economic conditions

Policy outcomes e.g.
spending on education,
pensions

G: Retrospective T

evaluations of

economic E
performance
v
== = Political behaviour R 2
Citizen economic a2 Noting. Haik Position of governing
policy preferences chgo[ce e, Party D political party/parties
: C

Figure 2. Pathways between population ageing and economic outcomes.
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and a variety of political mechanisms that can have effects on economic outcomes. The
studies we reviewed provide strong evidence for some pathways, while the evidence
for other pathways should be explored in future research. We discuss each of these
causal pathways in turn, both to systematise the findings of our review, and also to illu-
minate the potential economic consequences of population ageing that take place
through political mechanisms.

To simplify the discussion, we focus in particular on how population ageing shapes
support for education spending, and its’ downstream consequences for economic
growth, as this is one of the best evidenced areas in our review, though we also briefly
discuss other examples.

While not the focus of this review, our search results revealed a great deal of research
that seeks to understand the impacts of population ageing on economic outcomes
through direct economic mechanisms (path A). In particular, we found research that
seeks to understand the economic impacts of population ageing on asset and house
prices (Eichholtz and Lindenthal 2014; Poterba 2001; Quayes and Jamal 2016; Takats
2012), productivity (Feyrer 2007; Mahlberg et al. 2013), and savings and consumption
behaviour (Demery and Duck 2006; Horioka 2010; Lim and Zeng 2016). These studies
often focus on economic mechanisms, especially the implications of the Permanent
Income Hypothesis: that individuals will save and purchase economic assets while
working so that they can maintain a constant level of consumption after they retire. In
turn, the combined effect of these dynamics on economic growth have been debated
(Acemoglu and Restrepo 2017; Cutler et al. 1990; Gordon 2016; Hansen 1939; Summers
2015). On the one hand, many have argued that secular stagnation in the form of declin-
ing growth rates in developed countries can be partly explained by population ageing, for
instance because of its effect on savings, investment and lower productivity and inno-
vation. On the other hand, some have argued that ageing leads to automation, which
in turn spurs economic growth.

Turning now to the topics covered by our review, we found many studies of the
relationship between ageing and policy preferences, denoted in Figure 2 by path B. For
instance, we found evidence for the claim that the elderly are less supportive of spending
on education than younger people (Busemeyer, Goerres, and Weschle 2009; Serensen
2013). These findings are more mixed in the US (Plutzer and Berkman 2005; Street and
Cossman 2006), while in other countries this association can be moderated by social
contact with the young (Goerres and Tepe 2010; Rattsg and Sarensen 2010). Assuming
that these findings hold at an aggregate as well as an individual level, population
ageing appears to be associated with lower support for spending on education.

The total impact of population ageing on the position of governing political coalitions
comes through two distinct paths. In the first path, population ageing shapes policy pre-
ferences (path B), which influence party choice (path C), and hence the position of gov-
erning parties (path D). In the second path, population ageing directly affects the
composition of the electorate through age differences in turnout (path I), and hence
the composition of the government (path D). One of the most consistent findings from
this review is that turnout peaks among the middle aged and retired (Bhatti and
Hansen 2012; Blais et al. 2004; Tawfik, Sciarini, and Horber 2012), thus exacerbating the
electoral impact of large cohorts of older people. Paths D and E are especially neglected
in the literature we review. Path D is the responsiveness of governing party positions to
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the vote choice of the electorate. Path E is the extent to which governing parties are able
to turn their positions into policy outcomes without, for example, intervention from veto
players such as the judiciary or policy failure due to a lack of administrative capacity.'?

Path D is important because previous studies have shown that political parties react
strongly to preferences of their electorates. As electorates age, the relative weight of
elderly voters increase relatively to the young. If party positions simply reflect the prefer-
ences of the median voter (e.g. Conesa and Krueger 1999; Galasso and Profeta 2007) then
age differences in preferences and vote choices will be translated directly into policy pos-
itions. In this case, population ageing will lead parties to pay greater attention to the inter-
ests and preferences of older voters. However, if older people have strong and long-
lasting attachments to certain parties, (e.g. Butler and Stokes 1983; Goerres 2009) such
as conservative parties, that are partly independent of their policy platforms, then such
parties will retain strategic room to prioritise policies that are unpopular with elderly
voters without necessarily being punished electorally.

Other theories of policy responsiveness hold that the government ‘stays closely
attuned to the ebb and flow of public opinion and adjust policy accordingly’ when in
power (Wlezien and Soroka 2007, 805) and adjusts policy positions accordingly in order
to avoid protests or future electoral penalties (Brooks and Manza 2006; Hollibaugh,
Rothenberg, and Rulison 2013). If older people are more interested in politics, more
knowledgeable about how proposed policies affect their own interests, or more likely
to participate in politics through non-electoral means (Grasso et al. 2019b), then govern-
ments may be more responsive to their preferences than to other segments of the elec-
torate. Thus, future research should investigate the extent to which party positions and
policy outcomes disproportionately reflect the preferences of elderly voters, building
on the large body of work on differential responsiveness by income and gender
(Erikson 2015; Gilens and Page 2014; Weber 2020).

Researchers should also aim to strengthen the evidence for gaps in the causal chain
between population ageing and policy or economic outcomes. An example of how to
do this can be seen in the case of population ageing and inflation (for economic research
on this topic see Andrews et al. 2018; Gajewski 2015). Older people are expected to be
more concerned than the young by inflation because they derive income from savings
or other financial assets rather than labour income. For instance, Vlandas (2018) not
only finds that the share of the population aged 65 and over is associated with lower
inflation, but also brings a variety of additional empirical evidence into play. He shows
that older people are not only more inflation averse and punish incumbents for high
inflation, but also that population ageing affects the extent of economic orthodoxy of
party manifestos and central bank independence. In doing so, he provides evidence for
multiple steps of the causal chain from voter preferences to policy outputs, instead of
assuming policy responsiveness to the preferences of the median voter.

However, despite some important gaps, taken together the literature we reviewed pro-
vides strong evidence that population ageing affects economic outcomes through politi-
cal channels. For example, population ageing reduces popular support for education
spending, which appears to be translated into spending by a disproportionately elderly
electorate. Levels of education spending have substantial effects on economic outcomes
(path F). Not only is human capital seen as a major determinant of long-term growth by
many economists (e.g. Barro 2001; Temple 1999), but it is likely to have an especially
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important role in ageing societies. Growth in middle aged and older cohorts is associated
with increased economic growth when levels of tertiary education is high (Ang and
Madsen 2015; Castellé-Climent 2019; Marconi 2018), perhaps because highly educated
workers in knowledge economy occupations are productive for longer than less educated
workers. The articles we reviewed thus suggest that population ageing can undermine
long-term growth by reducing public spending on education.

Other examples include investment in younger generations in the form of social invest-
ment policies (Hemerijck 2018; Morel, Palier, and Palme 2011) or spending on retraining
and active labour market policies (e.g. Vlandas 2013) which are crucial to address unem-
ployment among lower skilled workers. While these examples concern economic change
over the long-run, pension spending might also have an impact on short run economic
volatility. Population ageing has economic consequences partly because it is associated
with increased spending on pensions, which can crowd out other spending priorities or
limit the political capital to introduce liberalisation reforms (e.g. Simoni and Vlandas
2021). However, public pension spending may also act as an automatic stabiliser that
limits the extent to which negative economic shocks translate into higher output gap.
Public pension provision may enable individuals to select into early retirement during
recessions, thereby reducing labour market pressure and increasing counter-cyclical
spending, in contrast to pro-cyclical defined contribution private pension schemes
(Darby and Mélitz 2008; Ghilarducci, Saad-lessler, and Fisher 2012). The economic conse-
quences of population ageing could run through preferences for taxation in addition to
preferences towards spending. Indeed, the higher support for conservative parties among
the elderly suggests that they are likely to be opposed to higher taxation. However, some
evidence suggests that older people support both higher and more progressive income
taxation (Barnes 2015; Hennighausen and Heinemann 2015). Their attitudes towards
wealth taxes are less well understood, but are likely to be more negative, given this
groups’ reliance on income from assets and property rather than labour (c.f. Ansell 2019).

There may even be indirect effects of ageing on the economy that operate through
fairly distant policy domains such as immigration policy. The elderly have been found
to hold more anti-immigration attitudes (Caughey, O’'Grady, and Warshaw 2019; Hain-
mueller and Hiscox 2007) and more likely to vote for far right parties (e.g. Halikiopoulou
and Vlandas 2020) which may lead to popular support for restrictions on immigration
that limit labour supply. On the other hand, retired people may worry less about direct
labour market competition with immigrants and hence may support immigration when
it benefits them, for instance by providing labour to compensate for shortages of
careers for the elderly. In sum, ageing can shape economic outcomes not just through
demographic and economic mechanisms, but through a variety of political ones as well.

Moreover, there is another pathway through which population ageing can affect pol-
itical outcomes that has been largely neglected by the literature we reviewed. It is well
known in political science that voters retrospectively evaluate governments by their econ-
omic performance (path G), punishing incumbents for poor economic performance by
voting for other parties (Erikson, MacKuen, and Stimson 2000; Norpoth 1996; Stegmaier
and Lewis-Beck 2013). However, the impact of economic outcomes on party choice (G)
could be conditioned by population ageing (path H) if there are systematic differences
in the economic outcomes that older and younger people care about. Recent research
suggests that the elderly are more likely to punish incumbents for high inflation and
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poor stock market performance, and less likely to punish them for low economic growth
than the working age population (Bojar and Vlandas 2021; Vlandas 2018). As a result, the
elderly may be less likely to punish incumbents for low economic growth than the
working age population.

The implications of this differential responsiveness are potentially far-reaching. In a
recent book Iversen and Soskice (2019) argue that retrospective economic voting
incentivises governments to prioritise income growth for the median voter. As a
result they are incentivised to prioritise investment in growth enhancing social invest-
ment policies (Hemerijck 2018; Morel, Palier, and Palme 2011). If ageing populations fail
to punish incumbents for low growth, this feedback loop is broken, and governments
no longer have the incentive to enact growth-enhancing but politically costly reform
programmes. As a result, differential responsiveness to economic outcomes is
another way in which population ageing can shape economic outcomes through pol-
itical channels.

Thus, our literature review suggests that the economic impact of population ageing
can work through political channels as well as the economic and demographic mechan-
isms traditionally studied. While there is strong evidence for some parts of the causal
chain connecting population ageing to economic outcomes, such as age differences in
turnout, others have been explored much less often, such as the differential responsive-
ness of older people to economic outcomes. These issues should take centre stage in
future work seeking to understand the politics and economics of ageing.

Discussion and conclusion

This article carries out a systematic review to summarise the key findings of a large body
of literature on the economic, political, and policy consequences of population ageing.
Exploiting the ability of algorithmic network analysis techniques to identify clusters of rel-
evant literature, alongside hand coding, we identified and reviewed 143 articles on a wide
variety of topics across several disciplines including political science, social policy, and
economics.

In terms of their policy preferences, we find that the elderly are generally more suppor-
tive of pension spending, although this policy can also be popular with younger people.
Older people are notably less supportive of spending on childcare and education than the
young, albeit with substantial heterogeneity across countries. These differences in policy
preferences matter politically not only because the elderly are numerous, but also
because they are more likely to vote, across a wide variety of countries and elections.
When the elderly do vote, they both vote for more conservative parties, and are more
loyal to the parties they have supported in the past. Given these preferences and political
behaviours, population ageing is in turn associated with lower education spending, and
possibly with greater healthcare and pension spending. We find little indication in the lit-
erature that population ageing leads to mass pension retrenchment, but there is some
evidence that pension generosity fails to keep up with a growing population of recipients.

Our review suggests there are some areas that have been neglected in existing litera-
ture. One gap concerns the distributive consequences of ageing. For instance, does gen-
erous public pension provision compress the income distribution and reduce poverty?
Does the liquidation of assets for consumption purposes among the old transform
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wealth inequalities into consumption inequalities more starkly among the elderly than
among other age groups (Lim and Zeng 2016)? Does the risk of poverty among pen-
sioners drive support for redistributive policies more broadly, or do the elderly constitute
a key electoral veto player against increased taxation on wealth?

The systematisation of our findings in Figure 2 reveals several gaps in the causal
chains linking population ageing to policy and economic outcomes of interest. We
found little evidence about how population ageing affects the positions that political
parties take on public spending and economic policy (for an exception, see Vlandas
2018). Comparative manifesto data is increasingly being used to link party position
to both public opinion and policy outputs (e.g. Kohl 2018; O'Grady and Abou-Chadi
2019). Scholars could use such data to empirically investigate the support for their
assumptions about policy responsiveness to the preferences of ageing voters, by deli-
neating the role that political party positioning plays in linking population ageing to
policy outcomes.

Another gap in existing literature concerns the ways in which population ageing
affects economic outcomes through political rather than purely economic channels.
Our findings suggest that population ageing might lead to reduced investment in
human capital, which is necessary for long-term growth. Future research could provide
more detail on the magnitude of this effect, as well as looking at how population
ageing shapes support for other growth-enhancing policies such as infrastructure spend-
ing or support for research and development. We point to some other areas that would
benefit from further study, including the impact of the policy preferences of the elderly on
taxation and immigration policy.

A related area for further study concerns how population ageing alters the public’s ret-
rospective evaluations of economic performance and policy choices. Recent research has
revealed that elderly voters are more willing to punish incumbents for high inflation
but less likely to punish them electorally for high unemployment (Bojar and Vlandas
2021). However, we still know little about the extent to which these differences in retro-
spective economic voting lead to systematic changes in policy choices and public spend-
ing. In particular, does population ageing make austerity programs more likely by
insulating governments from electoral backlash when retrenching welfare benefits and
public services aimed at children or the working age population?

In the long run, continued population ageing is likely to lead to a growing share of the
electorate exiting the labour market and relying on pensions and income streams from
assets (especially home ownership). The findings of this review suggest that these
profound demographic changes have important political consequences, which may in
turn reshape the debated relationship between democracy and capitalism. As a result,
investigating the political effects of ageing on the economy is of vital importance for
future research.

Notes

1. See: https://ec.europa.eu/eurostat/statistics-explained/images/b/bd/Population_age_structu
re_by_major_age_groups%2C_2008_and_2018_%28%25_of_the_total_population%29.png.

2. See https://www.proquest.com/libraries/academic/databases/ibss-set-c.html.

3. See https://proquest.libguides.com/IBSS.


https://ec.europa.eu/eurostat/statistics-explained/images/b/bd/Population_age_structure_by_major_age_groups%2C_2008_and_2018_%28%25_of_the_total_population%29.png
https://ec.europa.eu/eurostat/statistics-explained/images/b/bd/Population_age_structure_by_major_age_groups%2C_2008_and_2018_%28%25_of_the_total_population%29.png
https://www.proquest.com/libraries/academic/databases/ibss-set-c.html
https://proquest.libguides.com/IBSS
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4. See https://clarivate.com/webofsciencegroup/solutions/web-of-science/.
Without disciplinary restrictions in the WoS, more than 220k search results were returned.
6. We focus on articles in peer reviewed journals, and do not cover monographs, edited
volumes, or policy reports and working papers, as outputs of this type are much harder to
systematically search.
7. This perspective may neglect heterogeneity within the older population - older people who
benefited from government spending in the US are more likely to vote Democrat (Lacy 2014).
8. This is a consequence of the perfect linear relationship between age, cohort, and period. If
one uses data from only one period, all individuals who are the same age will be in the
same birth cohort, and the two cannot be empirically disentangled.
9. Gorecki (2015) argues that it is probably social ageing, rather than the experience of partici-
pating in more elections, that drives the development of habitual voting.

10. See also Fisher (2008) for further evidence on age differences in left-right orientation in the
uUs.

11. Other studies focus on confidence in the pension system among working age adults (Bay and
Pedersen 2004).

12. Though there are also studies suggesting no association between population ageing and
welfare spending (Gizelis 2005).

13. Brunner and Ross (2010) study Californian referenda to show how population age structure
affects support for lowering the threshold majority required for school funding referenda to
pass.

14. While recognising that party choice is shaped by a range of factors other than policy prefer-
ences, we do not discuss pathway C any further, as none of the studies we reviewed provided
strong reason to think that this pathway operates differently according to age.

15. This is another path that we do not discuss in detail given space limitations.
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