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Experiences and Practices of Spain in Actively Addressing an Ageing Population and Improving the Social Security System as Well as Their Implications for China
July 15, 2016

The special training on addressing ageing population was held in Spain from June 19 to July 3, 2016 under “EU-China Social Protection Reform Project”. Government officials, experts and scholars from the European Commission, OECD, Spain as well as other international organizations and countries presented elaborations on issues relate to efforts in Spain and other countries to reform and develop the social security systems and improve sustainable social protection in the context of an ageing population, among others. Personnel from the Department of Employment and Income Distribution and the Department of International Cooperation, NDRC, as well as colleagues from some provincial or municipal development and reform commissions participated in the training and studied the experiences and practices of the European countries in tackling ageing carefully. The two parties under the training program have discussed major tasks as well as the ideas for addressing ageing through improved social security, etc.
We learned from the study that ageing is a common problem in all countries in the world and that effective social protection policies are a critical move against it. A large number of proactive and effective measures have been taken in Spain and other EU nations to address ageing and improve social security systems, which have played an important role in relieving the pressure from an ageing population and achieving a sustainable social protection system. To address and tackle the problem of an ageing population and accomplish a fairer, more sustainable social security system, China may adequately take in the active experiences and practices of these countries with consideration of its practical situation in the top-down design for formulating policies to address its ageing population and carrying out the reform of elderly care and other social protection systems. All related information is presented as follows.
I. Demographic Growth and the Challenge of Ageing in Spain
(I) An Overview of Demographic Growth in Spain
Spain has the fifth largest population in the world. By early 2016, the total population was 46,438,400, of which 22,805,100 were males and 23,633,300 were females, accounting for 49.1% and 50.9% respectively for the total population. Spain is a typical country of immigrants; by the beginning of 2016, 4,419,000 immigrants in total lived here, i.e., 9.5% of the total population.

Table 1   Population in Spain

	Permanent residents
	By January 1, 2015
	By January 1, 2016
	Growth rate

	Total population
	46,450,000
	46,438,000
	-0.02%

	Male
	22,827,000
	22,805,000
	-0.09%

	Female
	23,623,000
	23,633,000
	0.04%

	Spanish
	41,995,000
	42,020,000
	0.06%

	Immigrant
	4,454,000
	4,419,000
	-0.8%


Source: Website of the Statistics Bureau of Spain
The demographic growth in Spain has undergone three stages generally since the 1970s. 1. 1970 -2000: a steady growth stage, in which the population was stable and grew rather rapidly from 34,000,000 to 40,260,000 in thirty years; 2. 2000-2009: an intensive growth stage, in which  “immigrant booms” took place as a result of the immigration policies with a great number of immigrants swarming into the country and the population grew by 6,100,000 in nine years (nearly 700,000 every year), more than the growth in the past three decades; 3. 2009-2015: the economic crisis stage. An international financial crisis broke out in 2008, posing a considerable impact on the Spanish economy. The growth of Spanish population witnessed an evident slowdown due to a shrinking number of immigrants, among others. The population growth rate fell from 1.59% in 2008 to 0.89% in 2009 and to 0.47% in 2010. The population decreased further afterwards and began to grew negatively from 2013.
There are three determinants for the total population and demographic structure of Spain for the time being and a period of time in the future. The first is fertility rate. Presently the total fertility rate is around 1.4 in Spain, the lowest but one in EU, and it is estimated that it will decline further to around 1.2 in a period of time in the future. The second factor is life expectancy. According to World Health Organization (2013), the life expectancy is 83.2 years (86 years for females, 80 years for males) in Spain, the longest in EU and the second in the world, next to Japan only. And the third determinant is the number of immigrants. Following the economic downturn, the total number of immigrants to Spain began to decrease and a growing number of people began to migrate from Spain in recent years. The migration in the future is not clear yet as the economic recovery is subject to further observation. With the joint impact of the three factors above, therefore, the total population and demographic structure in Spain is not optimistic and, while the total number may decrease, the proportion of elderly people in the total population will keep moving up, leading to an increasingly ageing population.
(II) Ageing in Spanish Population
According ot data from the Statistics Bureau of Spain, there were 8,701,000 people aged above 65 by January 1, 2016, 18.7% of the total population, 28.3% in Old-age Dependency Rate (ODR), 0.4% greater than the previous year, indicating that Spain is a highly ageing country.
In terms of age structure, the number of young people is decreasing while the number of elderly citizens is growing. In 2015, the population aged 25-29, 30-34 and 35-39 reduced by 2.93%, 5.23% and 2.58% respectively while those aged above 65 and 70 witnessed a respective increase of 1.3% and 1.9%.
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Figure 1   ODR of People Aged above 65 in Spain
Based on the forecast of the Statistics Bureau of Spain, the total population of Spain will decrease dramatically by around 2045 and people born in the “Baby Boom” in the 1960s to 1970s will be aged from 65 to 80 (who currently account for 24.7% of the total population), resulting in a further significantly intensified ageing problem.
(III) Challenges from the Ageing Population in Spain
The increasingly ageing population in Spain will bring about constant impact and challenges in several aspects. Firstly, the workforce population will continue to decline. Statistics show that the population aged from 16 to 64 decreases by about 30,000 on a quarterly basis in Spain at present. Secondly, the old-age dependency will experience a further increase. According to the latest forecast of the Statistics Bureau of Spain based on the population in 2013, the Old-age Dependency Rate of the country will grow from 28.3% at present to around 40% by steps in 2029. Thirdly, pension sustainability and sufficiency will be affected. The risk of deficit in old-age pensions increases with the declining number of old-age insurance payer groups and the growing number of pension collectors. The old-age pensions will not be sustainable and will lead to various uncertainties that have negative impact on investment, employment, growth and welfare together with the risk of old-age poverty unless reform is carried out. And fourthly, the demand for elderly care and other public services will increase. The demand for public services, such as the occupational risk for elderly workers as well as the nursing service for the elderly and the disabled, will increase significantly as a result of the ageing population.
II. Social Protection System in Spain and Measures to Address Ageing
(I) Social Protection System in Spain
The social protection system was established in early 20th century and a modern social security system was established by the Spanish Constitution in 1978. The Basic Law of Social Security promulgated in 1994 marks an increasingly improving social security system in Spain and the formation of a universal social security system which attaches equal importance to social insurance, welfare and assistance.
The social protection system in Spain consists of the General Social Security Program (GSSP) and the Special Social Security Program (SSSP). The former is mainly for employees in industry, service sector and other similar fields while seamen and miners, among others, enjoy the benefits under SSSP. Social security funds come from three main sources, i.e., the premiums paid by the employers and the employees, the budgetary appropriation of the government and other revenues, in which the work injury insurance is a cumulative fund while all the rest is subject to PAYG. Major social security projects include:
1．Pension Insurance, which is either contributory or non-contributory subject to the the payment of a premium by the participants. Conditions for the collection of contributory pensions: statutory retirement age (65), a minimum of 15 years for the contribution of the premium and a minimum of 2 years for the payment of the premium in the preceding 15 years from the date when the pension begins to be collected. Pensions cannot be collected in full in case of an early retirement. Non-contributory pensions are paid through the financial subsidy of the government. Monthly standard is around 900 euros for contributory pensioners and around 400 euros for non-contributory pensioners.
2. Unemployment Insurance, which consists of contributory unemployment relief and unemployment benefit as a sort of social assistance. Conditions for the collection of unemployment compensation: ① a minimum of 12 months for the payment of the premium in the 6 years before the unemployment; ② the unemployment is not the result of the decline of appropriate work or training opportunities and has been registered at the employment agency. The rate of the unemployment relief is calculated as per a certain proportion of the mean value of the contribution base in the 6 months before a case of unemployment occurs. As a kind of unemployment assistance provided for laborers whose term for the collection of an unemployment relief has expired and people out of the extent of unemployment relief, unemployment benefit is specified as per a certain proportion of the minimum wage and is usually valid for 6 to 18 months or relatively longer under special circumstances.
3．Work Injury Insurance, which is applicable for employees in industry, service sector and other similar fields. The employer is responsible for the contribution of the premium with no subsidy from the government. Sufferers from work injuries are entitled to the benefit of work injury benefit insurance upon confirmation of the medical institution.
The total contribution of the above three insurance systems is 28.3% (23.6% by enterprises and 4.7% by individuals) approximately. In medical security, meanwhile, a Universal Free Medical Care system is followed in Spain and the funds mainly come from state taxation. The citizens enjoy free treatment in public medical service providers and pay part of the outpatient medication costs only.
There are a number of notable features in the social security system in Spain in terms of the scope it covers and the level of security, etc. The first is the wide coverage. The contributory pension system covers over 80% of the statutory participants and a universal protection is basically achieved for those who need it. Universal Free Medical Care covers all Spanish citizens and lawful immigrants. The second is the high level of security. The pension insurance replacement rate is maintained at around 90%. And the third feature is the insignificant gap in security. The benefit under non-contributory pension security system (similar to the Pension System for Urban and Rural Residents in China) is about 45% of that under the contributory pension system and there is little difference in the benefit.
Generally, the social security system in Spain plays the role of a safety network for the healthy development of the economy and the society effectively. In the context of the financial crises, particularly, the life of the unemployed and other people was ensured effectively and the steady transition of economy secured through social security. Current economic development and employment is positive. Of course, there are some defects in the comparatively high social security benefits. Excessive benefit leads to dependency of the lazy to some extent, high unemployment especially among the young people (as high as 50% during the financial crisis and over 30% presently) and the boomerang among the young generation to varied extents.
(II) Major Moves in Spain to Address Ageing and Improve Social Security System
The income of social security funds of Spain decreases, public finance gets less capable in offering subsidies to social insurance and the balance between income and expenditure is under great pressure in the context of an increasingly ageing population and ongoing financial crisis. In 2011, a reform of the social security system, mainly the pension system, was carried out in Spain to reduce the financial burden and help the country out of the crisis and build up a more sustainable social security system. Major moves include:
Firstly, progressive delays in retirement age. Statutory retirement age for general personnel is lifted by steps from 65 in 2013 to 67 in 2027 and the statutory ages are also adjusted accordingly for early retirement of various special population groups according.
Secondly, adjustment to the calculation and payment of pensions. A minimum of 35 years is changed to 37 years in the contribution of premium for collecting full pensions and the income of a total of 25, instead of 15, years is to be considered in calculating the amount of full pensions. In the meantime, inter-generation factor (aligned to average life expectancy) and yearly calibration factor (aligned to disposable financial income) are introduced to the definition of the pension benefit to ensure proper growth in the benefit and sustainability of the system.
Thirdly, investment, operation and use of the reserve funds. In accordance with the provision of Toledo Pact (the principle convention for social security in Spain) adopted in 1995, i.e., “to create stable funds to address the demand due to the imbalance between the income and expenditure of social insurance and to ensure sustainability of the system in the future”, a Social Reserve Foundation (SRF) was established in 2000, of which the funds mainly come from the balance of social insurance budget, the balance in non-occupational benefits and the income of account assets, among others. The overall size of SRF has been around 40-70 billion euros in many years, accounting for 4-6% of GDP. Due to the financial crisis, 7 billion euros of SRF was used in 2013, and the funds were used in many other cases afterwards. SRF has ensured the timely payment of social insurance benefits and its size has also decreased to some extent, with a current balance of 35 billion euros.
III. Main characteristics of the Ageing Population and Social Security System in China
China is different from Spain and other developed countries in Europe and America in development stage, development models, total population, financial resources per capita, elderly-care philosophies and elderly-care patterns, among others.
(I) A large total population and a large number of elderly people
China became an ageing society in 2000. By the end of 2015, there were 222,000,000 people aged over 60, 16.1% of the total population in China. It is estimated that the number of old people will reach 252,000,000 and 478,000,000 in 2020 and 2050 respectively, accounting for 17.7% and 34.6% of the total population. China is far ahead of other countries in the world in population base and the number of the elderly.
Table 2   The Number of the Elderly and Proportion in Total Population in Respective Census in China
单位：万人
	Time
	Total Population
	Population Aged 60 and Above 
	Proportion of Population Aged and Above
	Population Aged 65 and Above
	Proportion of Population Aged 65 and Above

	1953 (1st census)
	601,930,000
	44,060,000
	7.32%
	26,550,000
	4.41%

	1964 (2nd census)
	723,070,000
	44,320,000
	6.13%
	25,740,000
	3.56%

	1982 (3rd census)
	1,031,880,000
	78,630,000
	7.62%
	50,670,000
	4.91%

	1990 (4th census)
	1,160,020,000
	99,410,000
	8.57%
	64,610,000
	5.57%

	2000 (5th census)
	1,295,330,000
	133,810,000
	10.33%
	90,150,000
	6.96%

	2010 (6th census)
	1,370,540,000
	181,730,000
	13.26%
	121,570,000
	8.87%



(II) Weak Financial Support in Addressing the Ageing Population
Compared to developed countries, China is not among the first to have an ageing population. In 2000, the Chinese population began to be ageing roughly side by side with the rest of the world. However, the country was not just far behind the developed countries but also faced a considerable gap from the world average in economic development. China’s GDP per capita was nearly USD 3,976 in 2000 when the ageing of the population began in the country, evidently lower than the GDP per capita of USD 10,000 in the United States, Japan, Israel, South Korea and Singapore, among others, upon the entry of these countries into an ageing society and lower than the world average, i.e., USD 7,446.

Table 3   Beginning of the Ageing Population in Different Countries
	Country and Region
 (year when ageing began)
	GDP per capita (USD)
(PPP)
	Extent of Ageing (%)

	
	
	Proportion of Population Aged 60 and Above
	Proportion of Population Aged 65 and Above

	World (2000)
	7446
	10
	6.9

	China (2000)
	3976
	10.1
	6.8

	United States (1950)
	10645
	12.5
	8.3

	Japan (1970)
	11579
	10.6
	7.1

	Israel (1975)
	12270
	11.8
	7.8

	South Korea (2000)
	17380
	11
	7.1

	Singapore (2000)
	23356
	10.5
	7.2



(III) Evident Binary Structure in Social Security System
The majority of the social insurance in China, such as the pension insurance and medical insurance, among others, can be divided into two systems, one for urban employees and the other for urban and rural residents. The difference between the two systems is great in institutional model, contribution rate, the level of security, etc., and both of the two systems cover a large population. By the end of 2015, there were 354,000,000 and 289,000,000 (of whom 148,000,000 were entitled to the pension insurance benefits for employees) participants in the pension insurance and medical insurance for urban employees; and there were 505,000,000 (of whom 148,000,000 were entitled to the pension insurance benefits for residents) and 1,020,000,000 participants in the pension insurance and medical insurance for urban and rural residents. In 2015, the fund raised by urban employees and the urban and rural residents respectively was RMB 650 and RMB 10 on a monthly basis, and the respective monthly benefit was RMB 2,270 and RMB 100.
(IV) Home-based Elderly Care as a Primary Model
In elderly care patterns, China is different from the developed countries in Europe and America, where community-based elderly care and institutionalization account for a considerable proportion, as a result of the history and tradition, culture and customs, national reality, the level of income as well as the development of the elderly-care industry. In a predictable long period of time, the majority of the old people in China will still stay at home as an important way to spend the rest of their life.
V. To Learn from Spain and Improve Social Insurance and Other Policies to Address the Ageing Population in China by
For the time being and a period of time in the future, it is a critical move to actively cope with the ageing population for coordinated and sustained development of the economy, society and population. To learn from the experiences of Spain and other developed countries, to reform and improve the social security system with consideration of the reality in China, and to further strengthen its strategy, coordination, sustainability and backstop are an important measure to solve the problem effectively. Specific efforts can be made in the following respects.
(I) To take the opportunity in the top-down design and improve the “strategy” in addressing the ageing population
Currently a top-down design is being carried out for pension insurance and other social security systems in China, which should be taken as an opportunity in advancing the work in a number of aspects for improved “strategy” in addressing the ageing population.
First of all, forecasts must be made appropriately on the speed of economic development and the extent of the growth in financial strength. Economic development and the growth of financial strength is the basis and precondition to tackle an ageing population and the foremost thing in the “strategy” in addressing the ageing population is to make reasonable forecasts on the economy and financial strength for good coordination and matching.
Secondly, it is important to further enhance accurate study and judgment on the development of population in the future. Considering the ongoing adjustment to the family planning policies at present, scientific study and judgment should be carried out with regard to the total population and the population structure in the short, medium and long terms to provide fundamental support in the “strategic” tackling of the ageing population.
Thirdly, importance should be attached at the strategic level to the impact of the binary structure of social security on ageing. Given the substantial difference between the two major systems, i.e., the system for urban employees and the system for urban and rural residents, in the level of the security as well as their coverage of a considerable proportion of old people, practical reality should be taken into full consideration and differentiated, well-targeted policies be formulated in the strategies of the policies for addressing ageing.
Fourthly, attention should be paid to the elderly-care industry and nursing service as industries with strategic importance. For the time being and a period of time in the future, the elderly people in China constitute a rigid consumer group in which the potential for greater consumption demand exists. While actions are taken to reinforce the elderly-care public service, to develop the elderly-care industry and increase the nursing service work as an important part and an optimal joint point of the efforts to promote the structural reform of the supply-front, to complement the short boards and to fulfill restructuring, which must be planned and facilitated from a strategic height.
(II) To take the healthy development of the economy and society as a goal with a focus on “coordinated” policies
It is a comprehensive, systematic work involving all respects of the economic and social development to tackle an ageing population, with a slight move in a part possibly affecting the situation of the entire cause. Any possible partial and segmented reform must be prevented. Therefore, the elderly-care and other social security policies should be planned and advanced together with other policies for economic and social development. In studying the policies for promoting the delayed retirement age initiative, for instance, attention should be given to the speed of economic growth and the total number of jobs created, and the balance must be sought in the objectives of policies such as full employment of new working-age population, balanced income and expenditure of social security funds and the development of elderly human resources, among others; and we should never economic efficiency and the employment of youth labor for the balance between the income and expenditure of the pensions. In the introduction and enforcement of policies addressing the ageing, moreover, relevant departments must work at the same pace for the same goal and the disunity of fragmented policies must be avoided.
(III) To keep a foothold on basic financial strength and achieve “sustained” operation of the social security system
Due to limited basic financial strength, the social security system in China must be based on the present with a long view to take; and we should try to make the system do its best and work as much as it is allowed by the resources available to ensure the sustainability of the system. Firstly, the principle that social elderly-care protection secures basic life must be adhered to. A fully-developed, scientific mechanism must be established for the determination and adjustment of the benefits as well as the appropriate identification of the replacement level for the elderly-care insurance, among others. Secondly, the responsibility of multiple parties must be identified in a proper manner for elderly-care security. Actions must be taken to improve the mechanism for fundraising by the government, enterprises and individuals, and so on, in elderly-care security. Thirdly, a multi-level elderly-care security system must be established. Solutions will be offered to appeals for higher-level elderly-care security benefits by means of market economy approaches and efforts will be enhanced to develop supplementary insurance and commercial insurance.
(IV) To orient to the demand in addressing ageing and ensure social security as a “backstop”
As a critical move to address ageing, the social security system undertakes the task to secure the basic needs of subsistence of the elderly and must work as a backstop for the bottom line in the basic subsistence of the elderly in poverty. In the formulation and enforcement of specific policies, actions should be taken to promote the security for important population groups and the improvement of key systems effectively. By giving performance to the role of a multi-level security system, including the elderly-care insurance, subsistence insurance and medical assistance, among others, effective solutions to elderly poverty must be provided and events that break through the bottom line of morality be prevented, ensuring that the elderly in need are looked after properly.
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