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Abstract

Keywords: population aging, low fertility, population change, family
structure, income distribution, educational inequality, economic
inequality, health inequality

Background

This report is part of the Vision 2020 Project, with two specific goals: (1) to
provide background information and thinking materials about social and
demographic context of the nation, and (2) to review social and demographic
aspects of our nation and to make policy suggestions in light of the Vision 2020
Project. We adopt a dynamic view of population matters, treating social
demographic structure as both a cause and an effect. We argue that not only does
social demographic structure serve the context for policy making, it is also
affected by the public policy and individual behaviors that are potentially
influenced by the policy. This view is consistent with the gist of the Vision 2020
Project, which hopes to influence policy making and the future of the nation
through the extensive participation and discussion of the citizens.

Major Findings

Our analysis focuses on (1) population and family changes, with an emphasis
on aging issues, and (2) human inequalities, including educational inequality,
economic inequality, and health inequality.

We share the concern of a rapidly aging society. However, we believe that
the solution should be multifaceted, rather than fixated with policies targeted
directly to increase fertility—despite it being the root cause of population aging.
We argue that one way to address the financial burden of an aging society may be
to reduce the incentives for early retirement because (1) the elderly nowadays are
much healthier than their counterparts in the past, (2) their life expectancy is also
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much higher than those in the past, (3) but they are retiring at ages as young as the
50s. We share the concern that the family structure in Taiwan has experienced
dramatic changes, with the skyrocketing divorce rates being the most notable
phenomenon. However, survey data that will help untangle various theoretical
and policy issues associated with divorce and family changes remain relatively
thin.

Our research on educational inequality points out that the most important,
though largely ignored, issue is the low enrollment rate (less than a third) of
children between ages 3and 5. We argue that increasing the enrollment rate for
this age group will not only improve educational inequality, but also potentially
increases female labor force participation rate as well as fertility rate, thereby
addressing aforementioned issues of the aging society.

In contrast to common critiques of Kenichi Ohmae’s idea of an M-shaped
society, our analysis showed that family income in Taiwan, at least in the decade
from 1997 to 2006, has indeed polarized (i.e., moving towards an M-shaped
society). Although we have not figured out the cause of this polarization, we
suggest that the government and scholars keep track of this trend.

Since the implementation of the National Health Insurance (NHI) in Taiwan,
there have been few studies that evaluate the effect of this policy. Some existing
analysis even showed that the overall population health and educational health
inequality have both worsened—a result apparently runs against the expectation
of the NHI.  However, a more careful causal analysis showed that, consistent
with the expectation, NHI has indeed stopped the decline of population health and
slightly reversed the secular trends towards greater health inequality by education.

Policy Suggestions

We should like to make the following policy suggestions based on the above
research findings. The government should perhaps look for places other than
directly increasing fertility to address issues related to population aging.

Potential places to look for solutions to the financial burden of an aging society

Xl
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may include delaying retirement and increasing female labor force participation.

With respect to issues of human inequalities, we believe the first and
foremost issue is to increase investment in pre-school-age children, with a target
of increasing their enrollment rate. Increasing their enrollment rate may also
help increase fertility rate and female labor force participation rate. We also
suggest that the government keep track of the trends of polarizing family income,
and the potential disappearance of the middle class—in light of our finding that
only the top 20% of the families saw an increase in their income between 1997
and 2006. Researchers should also seek to understand what factors have led to
such trends towards an M-shaped society. Finally, although our findings showed
that NHI has a positive effect on improving population health and health
inequality by education. We believe that more research evaluating various
aspects of the effectiveness of this policy should be conducted.
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