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Can Australia escape the global fertility crisis?

Not too long ago, the world was worried about runaway population growth. But with birth
rates falling too fast, the scramble is on to avoid the demographic crunch.

Birth rates are plumetting around the world. Getty
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I f civilisation is measured in numbers — how many people whose

biological flourishing it enables — peak humanity is closer than you
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think.

Across the world, in countries rich and not-yet-rich, birth rates are falling,

and fast.

The world’s two largest countries, China and India, are at one and two
children per woman, respectively, down from 1.7 and 2.4 only a decade ago.
In France, long a demographic holdout, the rate has fallen from two to 1.7
in 10 years. Indonesia to our north is down to just above replacement, at 2.1.
In the OECD, only Israel, South Africa and Saudi Arabia are comfortably
above the replacement rate (at 2.9, 2.3 and 2.4 respectively). Australian
women are, according to local government statistics, back to having an
average of 1.5 children, giving up slight increases in fertility charted during
the COVID-19 pandemic.

South Korea is showing the world how low fertility rates can go. It is now
down to 0.7 children per woman. Run this out for 100 years and the
expectation is for South Korea’s population to decline by 85 per cent

[https://www .koreaherald.com/article/10522978].

Not too long ago, humanity pondered runaway population growth and
fretted over how to feed the billions to be born. Now, policymakers worry

they will not be born at all.

The impact of falling birth rates can already be seen in Italy, where rural
towns will pay you to buy and spend at least half the year in a rustic villa. In
Japan, where some place life-size statues in public places to help residents
stop feeling quite so lonely. In outback Queensland, where Quilpie Shire,
1000 kilometres west of Brisbane, gives you a $20,000 grant to take up and

develop land.

It is always the fringes — the distant and difficult-to-reach places — that first

feel the brunt of falling populations. But this will not be a niche concern.
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It will be felt in businesses finding it harder and harder to recruit staff, in
falling tax revenues and rising government expenses, in lower productivity
and reduced rates of technological innovation. Unless we change course,
and experts differ on whether we can, the coming decades will be far
different from any in living memory. Australia is in a relatively better
position to weather the impacts of falling global population. But even we

cannot entirely avoid the demographic crunch.
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Talking about Australian population projections tends to get ANU
demographer Liz Allen frustrated. Not because birth rates are falling,
necessarily. But because whatever happens, Australia seems to be
sleepwalking into it. We have, she says, “no population plan ... not even an

ounce of concern. Even the rhetoric isn't sufficient, at this point.”

Some will welcome the thought of a smaller country, or a smaller global
footprint for humanity, she notes. And declining fertility isn’t something

we should aim to reverse if it’s a known choice.

But she worries it’s not. “We know that many couples and individuals do
not achieve their desired family size because life is simply too difficult and
the obstacles to it are too insurmountable.” Children, she says, are an act of
hope, and too many young people have lost hope because “the world

seems so grim’.

The population is on average older than ever and this has effects and costs
that will change our society and our economy, which we appear ill-

prepared for.

Fewer young people supporting an increasing number of pensioners has
known and well-appreciated impacts on national budgets — it makes
generous pensions unaffordable yet simultaneously politically
untouchable (one needs only to look at the United Kingdom to see a nation
being slowly bankrupted by this type of thing). It also leads to a very
different type of economy — one less prone to radical breakthroughs and
improvements, at a time when new solutions are desperately needed. The
kind of advancements that lead to major productivity gains are rarely
made by the old. A workforce of the middle-aged and their elders is
unlikely to be as dynamic or as innovative. Culturally, a society with fewer

young will trade heavily on nostalgia, and less on the avant-garde.

Ageing societies can and often do cherish children. But they can also be
less hospitable to families, particularly those whose offspring are very

young.
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Viva Hammer, a research fellow at the ANU Crawford School of Public

Policy, argues that in societies where few people have children, parents are

more isolated as a result — they are less able to pool babysitting with other

families to rear children collectively, for example, or to find spaces and
environments easily accepting of the boisterousness and noise of the very

young.

“There’s no country on earth that’s sustainably
reversed a falling fertility rate.”

— Viva Hammer, ANU research fellow

Hammer has family ties to Israel and says there, young children are
inescapable. In Australia, she argues, many view the presence of even a

handful of children in public as a sign of their enlightened tolerance.

“As children become less common, they become increasingly difficult to
include,” she says. “South Korea is getting to 0.7 children per woman. At
that stage, it’s increasingly impossible to find spaces for children. No one

will do it any more.”

The endgame, Hammer says, isn’t 1.6 children per woman. The issue is that

birth rates have been declining for centuries, and it isn’t reversible.

“There’s no country on earth that’s sustainably reversed a falling fertility

rate. The United States and to a less extent Europe had a boom in the 1950s

and 1960s, then the downward trend continued. There’s no endgame. As
this continues, a child becomes a person who is not easily incorporated
into the adult environment. And then it becomes very difficult to have a

child. You're a weirdo if you do.”

t took two decades from the introduction of the contraceptive pill in
I 1961 for the Australian birthrate to fall below its replacement level. It

dropped from 3.5 in 1961 to 1.9 children per woman in 1981 and trended
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very slowly down from there. And then, Australia did manage to raise its

fertility rate — from 1.7 to two — between 2003 and 2008.

Australian fertility rate (births per woman)

<——— 1961: Introduction of the
oral contraceptive pill

2004: Howard government brings
in the baby bonus, a $3000
payment to new parents
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The man commonly credited with encouraging the baby boom is Peter
Costello, the former federal treasurer, who in 2004 instituted a $3000 baby

bonus for parents.

This briefly made Australia a demographic miracle, he recalls to AFR

Weekend. “It was very unusual, in world terms.”

“Ministers would raise it at the IMF. The OECD got interested. People

would come out to look at the Australian experience,” he recalls. “But you
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can't say it was the benefit. It was talking about the issue, explaining the

importance of it.”

“We’ve dropped the ball. Other countries are getting
very active. We’re back to our usual complacent selves.”

— Peter Costello, former treasurer

For being so unusual in its effect, the bonus continues to attract intense
academic interest. RMIT economists have “conservatively
[https://theconversation.com/what-the-baby-bonus-boost-looks-like-across-ten-years-
81563]” estimated it led to 24,000 extra births. More recently, researchers at
the non-partisan e61 Institute found the policy to have had a large effect
[https://e6l.in/cash-for-kids-what-australias-baby-bonus-tells-us-about-fertility-policy/]
on mothers having their third children and older mothers, suggesting it led
to them increasing their family size, rather than just having a baby a little
earlier than they otherwise intended. “These patterns point to a possible
quantum effect, where the policy led to additional children that might not

have been born otherwise,” they wrote.

The bonus was means-tested in 2008 by the incoming Labor government
and abolished entirely in 2013. In hindsight, Costello believes it was the
public discussion — rather than the money itself — that inspired a

generation of parents.

Two years earlier, the government had released the very first
intergenerational report, which warned of an increasingly ageing
population supported by a declining number of taxpayers. Costello says its

findings were hammered over and over again by the government.

“You could introduce a benefit tomorrow and it wouldn’t have any effect.
What you need to do is explain why it’s important, and what it means. The
payment is just a demonstration that we believe this is good for society, as

well as good for families.”
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Former treasurer Peter Costello brought in the baby bonus in 2004. Sandy Scheltema

“We did some good stuff 20 years ago — we led the pack — but it wasn’t
enough. And now we've dropped the ball. Nobody’s invested the time or

effort in this.

“Other countries are getting very active. We're back to our usual

complacent selves.”

Of course, even if other countries are giving this a lot more time and focus,
they're hardly having much luck. Generous financial incentives exist for
childbirth in much of Asia and Europe, often in the form of replacement-
wage parental leave schemes and free-to-cheap childcare. The evidence
suggests that on average, they work — for a while. But it isn’t long before

birth rates continue their descent.

It’s possible you just can’t pay people enough to have babies. Or, it’s
possible that even the most generous of schemes are insufficient. Raising a
child to maturity costs hundreds of thousands of dollars in the developed

world - a cost borne overwhelmingly by their parents. Society, Hammer
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reflects, doesn’t think twice about paying a similar amount to give
someone at their life’s end a few more years of good health. But it is
miserly about payments made at the beginning of life. “The view is that the
old person deserves it,” she says. “But that payment is consumption. It’s not

investment.”

hen it comes to fertility, Australia’s performance is middling, and
W above that of countries like Canada to which we are often
compared. But we have a trump card that may be behind why the issue
never seems that salient. We are a nation of migrants, and migrants, it’s

assumed, will always fill our labour shortages.

Without immigration, Allen notes, Australia’s population would begin
falling in the 2050s. As it is, on current trends, it’s expected to grow until

the 2080s — another generation born before the crunch.

Charting the effects of declining labour forces decades into the future is a
challenging prospect. But some point to Europe’s experience of the Black
Death epidemic during the 1300s, when large numbers of peasants died.
Farm wages rose for the first time in centuries. A China or India with fewer
people of working age may be one with higher wages for the same reason -
one, in other words, that offers would-be migrants more reasons to stay

home.

On the other hand, Australia remains wealthier than most other nations (it
is the 18th-wealthiest country in the world on a GDP-per-capita basis:
wealthier than even first-world nations like Britain, Germany, Canada,
France and Japan). Economic differentials being the main driver of

migration, many expect that lure to remain for the foreseeable future.

“It’s likely Australia will be the last developed nation to
reach zero population growth.”
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— Abul Rizvi, immigration expert

Because population growth feeds so directly into topline economic
statistics, it’s closely tracked by private sector economists like UBS’ George
Tharenou. He is, he points out, more bullish than most analysts in
expecting that Australia will continue to grow for a long time. “Last year
there were risks around international student migration,” he points out.
“But the impacts were less than expected and population growth remains

strong.

“I've always argued the case that there’s always more people who want to
come to Australia than the government’s willing to let in.” The only thing
to upset this, in his view, is likely to be a political pushback. “But Australia
is a migrant country ... people are so much more open and tolerant here

than other major economies.”

There is cause for optimism, says former Department of Immigration
secretary Abul Rizvi. “It’s likely Australia will be the last developed nation
to reach zero population growth,” he says. And as Donald Trump makes
the United States an inhospitable destination and other countries turn
against migrants, Australian governments need to have “an open and

intelligent conversation about our long-term net targets for immigration”.

Others are more sceptical of the role of migrants in averting the decline.

Costello notes that most immigrants arrive as adults. “Some will have
children, but some will bring their aged parents with them. It doesn’t

necessarily change the ratio of the young to the old.

“At best, immigration can alleviate this issue. It can't fix it. And it depends

entirely on the profile of your immigrants.”

It would be wrong, also, to assume that immigrants have more children

than those born in Australia. On a crude average, they have fewer.

KPMG demographer Terry Rawnsley has used census data to discover that
the net fertility rate of those born overseas is 1.34 children per woman —

lower than the locally born population.
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It differs by nation. Irish-born Australian women have, on average, 1.6
children. Italians have 1.2. Migrants from East Asia, where small families
are the norm, generally bring those cultures here. Australian women born
in China have an average of 0.85 children, for example, while for those

born in Korea, the rate is 0.86.

nation that increasingly relies on migrants to fill the gaps left by
[ & fewer and fewer home-grown citizens will experience a range of

economic effects.

The most obvious might be labour shortages, which Rawnsley says are
already filtering through. KPMG'’s clients, he says, are struggling to recruit.

Everyone is “slowly starting to come up against this.

“Now we often get the question — how do I retain my workforce for the next

20 years? It’s not a hangover from COVID. This is the new paradigm.”

Australia can, as it has been doing, continue to fill labour market gaps with
foreign labour. But this has impacts for productivity, says UBS Tharenou,
particularly when considered in light of the realities of an ageing

population.

We have, as a nation, been far more effective at recruiting migrants to
work in our care economy than we have to work in sectors such as mining
or construction. The health and aged care industries face profound worker
shortages, but have lower productivity than many of their non-service
counterparts. Their expansion will not make Australia wealthy, or aid in

keeping it so.

“My expectation is for productivity in Australia to remain very weak for a
long period of time, and that affects your per capita living standards,” he

says. “That’s already playing out.”
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Another way of considering the economic burden of falling fertility is to
consider the counterfactual. In the 1980s, Japan was the second-richest
country in the world and some expected it to overtake the United States.

That never happened, and a working paper published in April argues its

demographics are the main reason why.

“Most of the differences in economic growth among advanced economies
over the past 35 years can be attributed to demographic factors,” wrote
University of Pennsylvania economics professor Jesus Fernandez-
Villaverde, one of its authors. “Once adjusted for this, Japan’s economic

performance is roughly on par with the US.”
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And then, there are second-order effects.

Consider the impact on asset prices. Those approaching their retirement
are usually net savers — some have argued that the ageing global
population will and already has forced interest rates lower, pools of money
seeking profitable deployment reducing the real price of capital. Assuming
the elderly do not need to chew through their savings to pay for their living
expenses (a scenario presently being borne out in Australia, where most
retirees die with superannuation to spare), an older world, then, is one

where property and other assets are expensive because there are so many
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cashed-up investors to compete for them. Those only recently building
wealth may find themselves further and further behind, as, indeed, they

already do. That doesn’t bode well for fertility either.

Wealth flows down the generations eventually, but not equally, and a world
where financial success depends on inheritances is unlikely to be one that

best encourages innovation and rewards talent.

an this trend keep going? By definition: no. Anti-natalism — whether
C adopted by choice or forced by circumstance —is a dying creed.

Either humanity will extinguish with it, or it will change its mind.
It wasn’t so long ago that attitudes were very different.

In 1799, economist Thomas Malthus expected humanity’s rapid growth
would soon lead to it dying of starvation. In 1999, Malthusian predictions
long buried, the birth of the 6-billionth living human was still greeted with

dismay.

A piece carried in the October 13 edition of The Sydney Morning Herald
called for “wise decisions”. “Make family planning information and
materials more widely available. Invest more in economic development
and public health. Give girls the same chance at education as boys. All of
these are proven methods to promote population stability.” The Guardian
was more alarmist. “Humanity is clearly expanding at an alarming level,”
in a “highly unstable and worrying
[https://www.theguardian.com/world/1999/jul/18/population.robinmckie] state of

affairs”.

Of course, it was obvious even then that fertility was in freefall, and had
been for decades. More than 60 of the world’s near-200 countries were at

that point below replacement, and a piece [https://www.afr.com/politics/the-
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lonely-planet-a-world-without-children-19991015-k91fm] in The Australian

Financial Review warned of a “lonely” world, “without children”.

That prediction has come to pass faster than anyone predicted. Humanity
was expected to reach 12 billion by 2050. That won’t happen. The UN now
projects the number of living humans to peak at some 10 billion in the

mid-2080s. That’s assuming its current projections are better than its last

ones.

The reason global population boomed in the 20th century despite fewer
babies being born is because mortality figures have improved so much,
easily making up the decline. Babies didn’t die in childbirth or early
childhood, and adults lived lifetimes longer, their lives achieving and
making room for so much more than mere survival and the passing on of

their genetics.

What worries demographers now, then, isn't a new phenomenon, but the
intersection of two old ones. Across the OECD, years of rising life
expectancy mean the number of deaths and births is now roughly in sync,

though the decline in birth rates shows no sign of stabilising.

Perhaps, then, a measure of whiplash isn’t surprising. Many things in life

and physics are delicately poised, the outcome of hundreds of factors
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pulling in different directions. In such systems — many of which are
ecological and economic - oscillation around an equilibrium is more
common than perfect stability. Populations grow themselves too fast and
starve themselves to sustainability, economies boom only to crash on their
own misallocated exuberance. The novel makes balance even trickier to
achieve, and the great advances in human healthcare were always going to

take time to wash through the system.

That’s the hopeful view. That this is just another panic, but one in which
the seeds of the solution are carried in the disease. We will, in other words,

figure this one out.

Demographers have a rebuttal to this hopefulness, which is that
everything we're talking about takes so long to play out that a decline is
already baked in. “Demography is a slow-moving train,” says Allen. “We

know where we're headed, and we know where we're tracking.”

Where that is, says Hammer, is a society very different from the one we
have today. It’s still big, but what’s coming up behind it is small. Is this
manageable? For wealthy countries, perhaps. “Japan is still functioning

very well with few children. At least in the short term.”

“But let’s say, at some point, that people realise they can afford an
apartment because so many are empty. It'll still take a long time for that
civilisation to build up again. It will be a new way of living. If it’s possible to
reverse this, the generations who do it will be very different, culturally and

economically, to the ones that came before.”
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